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Stratex International PLC is an
exploration and development company
focusing on gold and high-value base
metals in Turkey, East Africa and West
Africa.

The Group is led by a highly
experienced management team
supported by top-level financial and
commercial colleagues at Board level.
Stratex has a successful track record
in forming joint-venture partnerships
both with major international mining
companies and with successful local
private companies.
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Our strategic intent is 1o maximize shareholder value
through the continuing development of a focused
portfolio, while at the same time managing the
significant risks faced by exploration companies.

Revenues will be generated by -

» Developing defined gold resources into mines via production with qualified
and expenenced mining partners, and

« Discovery of new gold projects via joint-venture agreements with companies that have
the technical and financial capabilities to put large resources into production, and

* Ongoing go-it-alone exploration to define new targets using the iNnovative exploration
models and techniques that have proved so successful to date and joint-ventunng
or selling resuling new discovenes to a third-party company whilst retaining a royalty
payment based on future metal production

Exploration risk will be managed through a diverse,
multi-stage, JV-funded portfolio. The advantages are:

* Minimal financial exposure,
+ Multiple plays increase the odds of success,
« Financial nsk 1s shoutdered by the JV partners, and

« Production agreements with local companies realise the value from smaller projects
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Acquisition of Silvrex Limited

Move into West Afnca with access 1o icences in Senegal and Mauntania

Oksut resource upgraded to 1 million oz Au

Resource expanded into Ortagam North and resource upgraded to 1,047,872 oz goid
Centerra now vested 50% having completed stage 1 and now embarking on stage 2

New gold systems identified at Black Water

5 substantial vein systems identified to date at the Black Water zone within the Blackrock
project, with surface rock samples returning bonanza grades of gold Dnil programme
has commenced

New gold system confirmed at Megenta

3,000m drill programme completed at Megenta, within the Tendaho licence area, as part of
the AFAR agreement with Thani Ashanti Large new gold system confirmed

Maiden resource declared at Muratdere

Maiden resource declared indicating significant potential for exploitation of copper, gold,
siiver, and molybdenum New partner undertaking due diligence

Inlice feasibility completed

Feasibility study completed and decision taken to move to production

New Altintepe mining partner secured

New partner signed up, moving rapidly to production

Strategic alliance entered into with Antofagasta

Strategic allance formed for copper exploration in Turkey
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Gold resources and work plan

Total gold reserves and resources on a JV inclusive basis = i
2.26 million oz, of which 1.1 milllon is oxide and transitional material.

The growth in resources in the year is 94%

Work plan for 2012 and beyond




Major projects




Chairman's statement

Stratex made significant

progress in all areas of

operation during the 20711

financial year ,’

Christopher Hall, Chairman

Stratex made significant progress in

all areas of operation during the 2011
financial year In Turkey, we have created
an advanced portfolio of development
projects with expenenced mine
developers, and in Stratex East Afnca we
are now ready 1o pursue an aggressive
gold exploration programme  Towards
the end of the year Stratex alsc acquired
a senes of West African licenced
properties for future delineation work

| make no apologies for repeating

that Stratex s first and foremost an
exploration and development company
We have neither the skilis nor the desire
to become constructors and operators
of mines and we remain focused on
exploration for major mineral deposits,
pnncipally gold We aim to create value
for shareholders using expenenced
partners to develop our discoveries

Mineral exploration is characterised
by high rnisks and potentially high
rewards The majonty of exploration
programmes undertaken around the
world do not result n economic mines
Nevertheless by closely monitoring all
our activities, nsks can be mitigated
and each successlive stage of every
programme 15 carefully reviewed

to ensure that the potential reward
Justifies the additional investment

This has been the rationale behind many
of our joint ventures wherae we seek to
share, and sometimes eliminate, our
risk by bringing in a partner In the early
days the terms were very much dictated
by our partners, usually a major miming
company In the last couple of years, as
our success has become clear and our
expertise better appreciated, we have
been able to negotiate progressivaly
better tarms enabling S$tratex to retain a
greater share of the potential rewards

{n some cases we are now catried,
without further expenditure, to

the completion of a feasibility
study, in others we are carried
nght through into production

At the year end, Stratex had discovered
some 1 5 nmullion oz of gold, manly oxide
which is generally sasier to process
Since the year end we have announced
an increased resource of over 1 0 mullion
oz at Oksiit, binging the Company’s
discovery total to 2 26 mitllion oz, a very
creditable result over the 7 years since it
was formed The costs involved in thus
have been considerable and would have
been difficult, if not impossible, but for

“the joint'ventures'which have brought —— - ——=- - -— -~ ——

in over £5 3 million to cover exploration




spending Despite that inevitable dilution
of interest, we have retained an equity
interest In some 1 6 milion ounces

Cur explorationists are among the

best m the business and this 1s clearly
backed up by the confidence of our jont
venture partners who have chosen to
take an interest In our projects which we
generally manage on their behalf They
include AngloGold Ashanti in partnership
with the Thari Group from Dubat, Teck
Resources, Antofagasta and Centerra,
not forgetting our Turkish operating
partners NTF and Bahar Miruing

Not only have our joint venture
partners financed the work on the
ground, they have also supported the
company by purchasing equity In
2011 we raised £4 3 mithon from our
partners in share placements Thani-
Ashanti and AngloGeld Ashanti have
continued to show their support

by following therr interests through
subsequent placernents, including
following the Silvrex acquisition

In Turkey we now have three projects
rapidly maturing to a point where real
value can become apparent At inlice,
with a modest total oxide gold reserve of
almost 60,000 oz, our partners NTF are
managing the project to production with
a 55% Interest Wa have appointed GBM,
a respected UK sngineernng firm, to act
as owner's enginesr for the development
and construction and fook forward to
raptd progress once the environmental
permuts are granted A review of the
feasibihity study is in hand and we look to
an improvement in project economics

NTF did not wish to commence work on
our second production project, Altintepe,
until Inlice was 1n production We
therefore secured a second operating
partner in Bahar Miming, a private
Turkish company with experience of
operating gold mines Bahar Mining 1s
earning a 55% interast in the 450,000
oz axide and transition gold project by
financing the project to production with
no further calls for cash from Stratex
Once in production, they wili receive
80% of cashflow until their investment
1s repaid, reverting to 55% thereafter

Oksit s developing into a major
discovery with the announcement, after
the year end, of a resource exceeding
10 mition oz Our partners, Centerra,
have earned a 50% interest and have

exercised their option to sarn a total of — __Stratex had taken a modest posihonin — — —

70% by investing a further US$3 0 milhon
The recent outstanding dniling results
at Ontagam North Zone, with multiple

intersections of 200 m plus at over 2 0
gft gold, are very exciting Importantly,
surface indications and early driling

of the zone were not encouraging,
highhighting the importance of further
work on cther mineralised targets where
early results were inconclusive We
rermain optimistic of further success

There has also been a sigruficant amount
of driling in Ethiopia At Megenta,

our first discovery within the Afar joint
venture, our partners Thami-Ashant!

have complsted thear 3,060 m dnill
commitment As expected, mineralisation
was Intersected beneath the surface
structures, but textures and gold grades
indicated that dnlling had not tested

the system deep enough to hit the
targeted boiling zone believed to be an
important gold concentration mechamsm
Thani-Ashant have commssioned an
asromagnetic survey and are expected
to resurme deeper dniling to complete
their US$3 0 million earn in for 50%

At our 95%-ownad Blackrock programme
we are well into a 5,600 mdnll
prograrmme, concentrating imtially on
the Theadore and Baker structures in the
Black Water zone Drnlling commenced
in the south on weak epithermal quartz
vens and progressed towards the

north where the structures thicken
markedly Early indications from this

dnll programme are very encouraging

Furthermore, regional helicopter
reconnaissance has resuited in additional
discovenes of gold-bearnng epithermal
veins More ground has been acquired
and cther applications are still pending

Stratex how has the best land position

in a large, highly prospective epithermal
gold province in the Afar Region of
Ethiopia and Dyibouti, which we behieve
has similar potential to the Santa Cruz
distnct of Patagonia, where over 40
milkon oz have been discovered over

the last 20 years Exploration over large
areas for this style of epithermal gold
deposit 15 capital Intensive with a typical

2 5 Moz plus deposit such as Cerro Negro
requiring milhlens of dollars of explorahon
funding However, discovery costs can
still be well below US$100/oz, which i1s
attractive at current gold pnces  Stratex
will need to Invest significant amounts in
Ethiopia In future years if it 1s to do justice
to the mineral potential, and your Board is
actively considenng the options for this

PLUS-listed Sheba Exploration by way
of an optien fee on its Shehagne gold
prospect in the Arabian-Nubian Shield,

northern Ethicpia During the year Stratex
earned a 60% interest in the project,
having completed a 1,000 m dnlling
programme At the same time, Centamin,
the Egyptian gold muning company,

made a successful bid for Sheba which
resutted in a gain of £527,199 on the
Stratex iInvestment Stratex has now

met all of its commitments under the
agreament with Sheba and 1s1n a pesition
to vest 80% into the Shehagne project

In December 2011 Stratex completed

a successful offer to acquire Silvrex
Limited, (subsequently renamed Stratex
West Africa Ltd), a private company
with mineral properties in Senegal

and Mauritania The terms invelved a
rmodest front-end payment in Stratex
shares and a further payment in cash
or shares at our option, if over 500,000
oz of gold 1s discovered 1n any of the
five licence areas acquired within three
years We believe wa can achiave the
same levels of success in West Africa as
wae have in Turkey and East Africa with
a combination of supenor exploration
skills, nsk management and industry
connections | am pleased to welcome
the Silvrex managing director, John
Cole-Baker, as a director of Stratex with
particular responsibility for West Africa
John is a civil engineer with a wealth of
high-level experience in the region

Following an extremely successful

2011, Stratex has set itself even more
chailenges for the year ahead | look
forward to news flow on drilling in Turkey
and Ethiopia, resource updates at Okst,
progress towards production from inlice
and Altintepe and commencement of a
programme in West Africa The Board

1s considering a number of options

to secure the necessary finance for

our activities  You can be assured

that the enhancement of shareholder
value 1s our pnme objective, which

we are determined to deliver

Lastly, | would like to pay tribute to

our dedicated team of geclogists and
support staff who often work in the

maost challenging conditions to help
Stratex achieve Its objectives  On behalf
of the Board | thank them, and you

our shareholders for your contnuing
support, as we embark on what looks like
another exciting year for the company

Christopher Hall
Chairman
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CEQ report/Business overview

Our gold
resource
on a JVv-
inclusive
basis

now totals
2.26 million
OUNCES.

Stratex continues to go from strength
to strength as evidenced by the
ncreased gold resource at Oksiit, the
acquisition of Silvrex Limited, giving

us immedate access o Senegal and
Mauntania, and the raising of additional
capital from major companies

through private placements

Our gold resource on a JV-inclusive
basis now totals 2 26 million punces

We are delighted with davelopments at
Oksit The recently announced gold
resource of 758,000 oz at Ortagam
North brings the tota! gold resource
for the Oksit project to 1 05 million

oz and there 1s still upside for further
exploration with additional targets
already identified Our excitement is
shared by our partner Centerra who,
having completed the first stage of the
[eint venture agreement and vested
50%, have now decided to embark
upon the second stage whereby

they can earn an additional 20%

by spending a further US$3muillion
Second stage drilling will commence
as sarly as possible in Q2 2012

The Stratex Board firmly beheve that
one of the ways to minimise nsk and
to maximise the opportunity to strnike

it big 15 to build a portfolio of diverse,
varying-stage projects We are
therefore constantly evaluating othar
territories in Afnca, the Middle East,
Asia, and Eastern Europe West Africa
15 recognised as a highly prospective
region which already hosts at least
nine gold deposits and it has often
attracted the intarest of the Board The
acquisition of Silvrex Limited provides
us with a quick and cost effective
antry Into this exciting area and comes
with & highly expernenced semar
management and exploration team In
recognition of this Silvrex's Chairman
and CEQ, John Cole-Baker, has been
appointed to the Stratex Board

We are pleased that we have been
successful in signing a new JV partner,
Bahar Miming, a local Turkish rmuning
company which has replaced NTF

on tha Altintepe Project, and we are
close to finalising an agreement with

a Turkish partner to replace Ayderuz
on the Muratdere Project Bahar will
provide a free carry for the Company
through to production and our

Stratex International plc Annual Report 2011 | Discovering the tuture

prospective partner on Muratdere,
assuming a positive outcome to their
due diigence exercise, will provide

a free carry through to feasibility

A disappomtment in the year

was the delay expernenced in
obtaining environmental impact
approval for the Inlice mine This
has meant production at Inlice has
been rescheduled to H1 2013

Our on-going exploration work In

the Rift Valley regicn of Ethiopia has
confirmed cur belief in the area with the
discovery of muitiple spithermal vain
systems at Blackrock and encouraging
dnil results from the first phase of
dnling at Megenta, the latter funded

by Tham Ashanti Alhance, although,
indications are that we nged to dnll
deeper to reach the higher values

of goid Dnlling has started at our
flagship project, Blackrock, following
the discovery of bonanza gold grades
from surface sampling Stratex has
first-mover advantage in the area and 1s
in an excellent position to capitalise on
the huge potental of what 1s proving to
be a major epithermal geld province

The Beard 1s pleased that we have
been successful in attracting more
than £4m of funding during 2011 from
some majer companies, demonstrating
the quality of both our projects

and our exploration capabilities

Bob Foster, CEQ




Operations Review

Oksdut, Turkey

Area = 111 6 kn¥®
Total gold resource = 1,047k oz
Total dnlling to date = 13,808 m

Oks(t 1s a high-sulphidation gold project located i
Central Anatolia and discovered by Stratex in 2007

The 111 6 km?2 licence area I1s hosted within Miocene
andesitic lava domes and pyroclastics, with units
showing structurally controlted alteration, predominantly
stheification and advanced argillic alteration

Stratex entered into a jomnt venture agreement with Canadian
major Centerra Gold Inc on 13 August 2009 Stage 1 of the
agreemant was completed during 2011 by Centerra spending
US$3million, and in accordance with the agreement has now
vested into 50% of the project They have now commenced
Stage 2 under which they can earn an addittonal 20% by
funding a further US$3m of exploration by December 2013
(two years after elaction date of 19 December 2011)

A total of 17 holes have been drilled in Ortagam North in

2010 and 2011 Results to date have outlined a zone of gold

mineralisation in an approximately vertical braccia body

that cuts volcanic flow and pyroclastic rocks All of the

holes intersect multiple zones of oxidized quartz-alunite and

quartz-kaohmite alteration with vanable amounts of massive

siica and zones of hydrothermal brecciahon The 6,213m

of dnlling completed in 2011 has outlined a significant

zone of oxide mineralization over an area approximately

350 metres by 250 metres and the deposit 1s open at depth

and in at least two directions to the north and east

The total resource of 1,047,672 oz gold compnises 289,728 Rock ehip sampling reault prior to drlling
oz gold in the Ortagam Zone and 758,1440z gold n
the Ortagam North Zone Of the Ortagam North Zone
approximataly 360,000 oz gold 1s 1n oxidised material
with an average grade of 1 31g/t Au, and 398,000 oz
gold 1s in partially oxidised sulphide matenal {sulphide
materals <1%) with an average grade of 2 85gA Au

Results were received from preliminary cyanide-soluble
gold test work carned out on samples from holes ODD45
to 49 from the Ortacam North Zone Overall, the results
are encouraging with recovenes of 92% average for oxide
matenal and 78% average for transihonal matenal

Additional driling and further metaliurgical

testwork are planned for the second quarter 2012
to follow up on the encouraging results

Driling at Ghsit

Discovenng the future | Stratex International plc Annual Report 2011
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Operations review

Area = 43 km?

|n|ICS, Tu rkey Gold reserve = 596k oz

Dnlling to date = 10,713 m

The Inlice project 1s located 30 km west-south-west
of the city of Konya and 230 km south of Ankara

The project 1s subject to a joint venture agreement with

NTF Insaat Ticaret Ltd St ("NTF") under which they were
rgsponsible for funding a feasibibty study Following the
successiul completion of the feasibility study the project
has been vended into Inlice Madencilik A $ 1n which Stratex
owns 45% and NTF 55% Inlice Madencilik A S wilt be
responsible for establishing and operating the Inlice mine

Key outcomes from the feasibility study are

= JORC reserve 59,6000z gold

* Cash operating cost U$412/oz

» Capital expenditure US$13 9m

» IRR of 48% based on US$ 1,200/cz
* NPV of US$14 6m @ US$ 1,400/0z
+ Mine s open pit, heap leaching

The start of mining has been put back due to
delays in obtarming approva! of the Environmental
Impact Study, which will in turn delay the permitting
procedures and the eventual construction of the

Inhice willages visiting the Kigladeg) gold mine
mine Production is now expected in H1 2013

Area = 168 5 km?

A|t| ntepe, Tu rkey Total gold resource = 593 k oz

Total drilling to date = 4,476 m

Tha Altintepe project 1s located near the town of Fatsa,
close to the Black Sea in northern Turkey It has an
in-house estimated gold resource of 593,1310z, of
which 491,4260z 1s oxide and transition material

Following the withdrawal of NTF from the Altintepe
agreement, the Company announced on & December

2011 that it had signed a Heads of Agreement with Bahar
Madencilik Sinaya ve Ticaret Ltd St {"Bahar”), a private
Turkish contract mining company Under the Heads of
Agreement, Bahar has paid US$250,000 for the right to

carry the project through to production They will undertake
an in-house feasibiity study after which they will vest 55%
ownershtp of the project All cost up to production, including
construction costs, will be borne by Bahar The cost will be
recovered wia an accelerated pay-back scheme whereby
Bahar will receive 80% of future net cash generated from
production Once all costs have been recovered, distnbutions
will revert to shareholding percentages, namely 45/55

All pre-production technical studies, mine construction

and mine management will be undertaken by Bahar Drilling at Altintepa

Bahar Mining has completed 750 metres of confirmatory
drlling and 1s rapidly progressing with a number of
technical investigations as part of their feasibility study

Stratex Internationat plc Annual Report 2011 | Discovenng the future




Area = 241 km?
Total gold resource = 204k oz
Total copper resource = 186k {onnes

Muratdere, Turkey

Total silver resource = 3 8m oz
Total drilling to date = 4,305 m

Muratdere consists of two icences covering a substantial
granodionte-porphyry system located 250km west of Ankara
The porphyry system extends east-west for a distance of
about 4,000m, with a width of betwean 200m and 400m

Stratex has signed a new Heads of Agreement with

a leading Turkish financial nstitution and investment
company for a joint venture for the development the
project, the pravious joint venture partner having withdrawn
from the project Under the new Heads of Agreement

the partner will acquire 51% upon payment of U$1 7m,
with an option to obtain a further 10% for US$500,000
and 3,000m of driling They can then increase their
share up to 70% by funding a feasibility study The
agreement 1 conditional upon satisfactory due diligence
the outcome of which should be known in April 2012

Some 1,000m of diamond dniling was completed during the

year, parhaily funded by the previous partner, and a maiden

JORC-compliant standard resource was computed by Wardelt ~ Winter dniling at Muratdere
Armstrong International, with the following metal contents

= 186,000 tonnes copper

- 204,296 oz gold

+ 3 9 million oz silver

* 6,390 tonnes molybdenum
+ 17 6 tonnes rhenium

Shehagne/Tigray, Ethiopia

Shehagne area = 29 km?
Tigray area = 923 knv
Dniing at Shehagne = 1,052 m

Shehagne Is located near the town of Adwa in northern
Ethiopia, within the highly prospective Arabian Nubian Shield
It was the Company's first venture into Ethiopia and was
faciitated by a partnershup with the PLUS-histed company
Shaba Exploration (UK) plc

Durning the year Sheba was acquired by Centam:n Egypt Ltd
Talks are presently on-going with Centanin on how bast to
take the exploration programme forward

Under the terms of the onginal agreement Stratex committed
to spending £350,000 on exploration mncluding 1,000m

of dniling for a 60% share In the project, with an option to
increase to 80% by providing funding through to feasibility
Punng 2011 the expendiiure and dniling commitments were
completed paving the way for the Company to vest its 60%
share

A fence line of five drill holes across the northern part of

the main Tsemmett gold anomaly returned low-grade gold Shehagne
results with best intersecttons of 8 6 metres averaging 112 gft

gold and 10 62 metres averaging 0 98 g/t Au

Part of the onginal agreemeant with Shaba includes the joint
exploration of the Tigray licence in northern Ethiopia The

“ligence 1s within the Arabian Nubian Shield and extendsto —— — . _ _ _ _ ___ _ __ _ _ -

923sq km and 1s contiguous with the Shehagne licence

Only minor reconnaissance exploration work was undertaken
in 2011, the main focus in Ethiopia being the exploration of
the Afar regton
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Operations review

Tendaho area =2,174 km?

Afar Project, Ethiopia & Djibouti Dyboutr area = 535 ke

Drniling at Tendaho = 3,001 m

| On 12 November 2010, Stratex entered into an agreement with
the Tham Ashanti Aliance, an alliance between AngloGold
Ashanti Limited and Thani Investments, Dubau, to fast-track
development of certain prospects in the Afar Depression The
project covers 2,709 sq km of prospective epithermal ground
and compnses five exclusive exploration icences in Ethiopia
and si1x In nerghbounng Dpbout

Under the terms of the agreement Thani-Ashant can earn into
51% of the Atar Project by funding US$3m of exploration over
a two year period, and an additional 19% of any one of the 11
licence areas by spending a further US$4m within 4 years on
that particular heence arsa  As part of the agreement Thani-
Ashanti has also invested US$500,000 in Stratex via a private
placement and acquired a 5% interest in Stratex East

Afnca Limited

One of the Ettwopian hicences, Megenta, wdentified in 2009,
1s the Company's first low-sulphidation epithermal discovery
In the Afar Depression [t s located 260km south of the
Blackrock Project and in a simular geological setting The
Company completed 3,000m of diamond drilling in 2011
Map of tha Afar Projact funded by Tham Ashanti as part of the alllance agreement
The results are encouraging and confirm Megenta as a large
. new epithermal gold system Key intersections include the
following gold values

* MG-DD-12-3 25 m @ 4 49g/t including 0 70 m & 18 5g/t
+ MG-DD-10-43 2m @ 0 67gftincluding 0 30 m @ 8 27g#t
and 29m @ 3 56g/t
* MG-DH-0S - 44 30 m @ 0 54g/t including 1 m @ 2 57gft
! and21m@ 167g/t

However, drilling has so far falled to intersect the boiling zone
where peak gotd deposition might be expected and a follow-
Banded epithermal quartz vein in drill cora up programme in 2012 will include deeper holes

Work on the Asal licence in the Republic of Djibout: confirmad
the extension of the Afar gold district into Dybouti The Asal
licence is located on the south-west side of Lake Asal and
covers 35sq km Detalled work has defined a wide area of
quartz and banded chalcedonic float returring best gold
values of 2 54g#t, 5 07g/t and 7 80g/t These vein samples
also have classic epithermal trace slement geochemistry of
anomalous arsenic, mercury, antimony and tellunum as seen
at Megenta

Further work will be undertaken i 2012 1n Djibouti, in
Megenta, and on the other licences as part of the agreerment
with Thant Ashanti

Field work at Asal Djibouti
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Blackrock, Ethiopia

Area = 299 km?®

Dniling to date = 2,551 m

The Blackrock project covers an area of 289sq km within the
northern Afar region of the Rift Valley This remote area of
northern Ethiopia 1s mostly below sea level, with the nearest
small town of Berahale located same 18 km to the west
Exploration at the project 1s being undertaken by Stratex
with no tnvolvement of third party partners at this stage

It comprnises four separate areas containing multiple
gold-bearing low-sulphidation veins cver a north-south
distance of approximately 40 km - Calcite Zone, Airstrip
Zone, Black Water Zone, and Magdala Zone The veins
are all hosted by fauit systems that are parallel to the
Red Sea nft Five substantial vein systems have so

far been identified in the Black Water Zons, namely
Stanley, Nesbitt, Oasts, Theodore and Baker

Early outcrop samples at Black Water Zone have returned
honanza grades with up to 60 4 g/t gold from Nesbitt and 34 6
g/t gold from QOasis The sampling programme has confirmed
the presence of low-suphidation gold mineralisation and
demonstrates considerable potential for the identification of
further gold-bearing veins n the four zones identified to date

A 5,000 m diamond dnll programme 1s underway and some
2,551 mn 14 holes has been completed Results are only
presently available for the first few holes from the southemn
end of the Theodore structure whare quartz venning 1s at

its weakest Veins thicken significantly towards the north
where results are pending Best intersections to date, using
a 0 2g/t Au cut-off include 0 85 m averaging 0 81g/t Au, 1 45
m averaging 0 67g/t Au and 4 65 m averaging 0 51g/t Au

Drilling at Black Water

Subsequent holes in the northern end of the Theodore
structure have intersacted much wider quartz veins
increasing northward up to 5 35 m Dnlling in the northern
end gives great confidence in the extension of multiple
structures and the discovery of ‘bhind’ structures under
the thtn veneer of recent gravels This is also supported
by the tracing of the Nesbit structure under the gravels
some 800m to the south-east, where a 0 2 m wide

vein in an 1solated outcrop returned 26 3g/t Au

Gold-beanng veins at Black Water zone

Complex sulphide-beanng low-sulphldation quartz vein
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Operations review

West Africa projects

Dalafin area = 636 km?
Mauritania area = 1,985 km?

In December 2011 Stratex made a successful offer to
acquire the entire share capital of Silvrex Limited, a private
company with a prospective gold portfolio in Senegal

and Mauntaria The acquisition will provide the Company
with a significant foothold in West Africa and access to an
expenenced and knowledgeable management team

The principle asset of Stvrex 1s an option to buy into 75%
of the 636sq km Dalafin gold hicence by spending US$3m
over five yoars The licence I1s located in south-eastern
Senegal within the highly prospective Binmian Kedougou-
Kenieba gold belt, which has been the focus of a number
of multi-million-ounce gold discoveries in recent years The
total spend at the end of December 2011 was US$1m

The first phase of exploration included extensive soil and rock
sampling and pitting, lsading to the identification of a number

of gold-anomalous areas and some sites of artisanal gold
working, ail of which will be further evaluated duning 2012

Further soil and rock sampling 1s underway and an airborne
magnetic and radiometnic survey 1s planned for Q2 2012

In addition to the Dalafin project, Siratex has acquired four
exploration iicences totalling 1,985s8q km in prospective
geological terranes in the western part of Mauritania These
are being evaluated and targets prioriised using satellite
imagery pnor to commencement of field-based exploratton

Other projects

Exploration pit in Jatente aol, Dalafin

Hasangelebi project - is a high-sulphidation epithermal
gold-silver project located some 500 km south-east of
Ankara n Turkey [t ts subject to a joint venture agreement
with Teck Madencilik which 1s funding US$2 million of
exploration for a 51% interest Dunng 2011 2,039 m were
dnlled, with best results of 16 05 metres averaging 0 45g/t
Au and 15 75 metres averaging 0 28g/t Au within the main
Hasangeiebi silica zones Two holes totalling 543 metres
were also drilled into a new prospect {Karakaya Tepe) near
the eastern end of the main Hasancelebi systemn, believed
to be an iron oxide — copper - gold occurrence The two
best intersections were reported from dnll hole HCD 11

— 28 00 metres averaging D 30g/t Au and 40 80 metres
averaging 0 69g/t Au The results of the 2011 programme
are now betng evaluated in conjunction with Teck

Altunhisar project - 1s a high-sulphidation gold project
located 200km east of the Konya Volcanic Belt in Turkey
During 2011 Stratex entered into a joint-venture agreement
with Centerra whereby they will fund US$1 5m fora 51%
interest During 2011 821m were dnilled on the Karanhkdere
and Balo prospects but only low-grade intersections
wore reported However reconnaissance work in the
_northern part of the Basobas! propsect yielded multiple

Antofagasta porphyry project - On 23 May 2011 Stratex
signed a Strategic Alllance Agreemaent with Antofagasta
Minerals S A to undertake exploration for copper and
copper-gold deposits in Turkey outside of Stratex's existing
licence areas Antofagasta will fund an imitial US$1milhon on a
16 manth target generation programme managed by Stratex

AblAdi project — The 967sq km AbiAd) exploration hicence
1s located tn the Arabtan Nubian Shield area of northern
Ethiopia It 1s subject to an agreement with the independent
Ethiopian company Loz Bez Mining plc under which
Stratex can earn into an mitral 75% by funding US$1m

of exploration work over three years, with an option to

go to 85% by further expenditure of US$2 million

Other Ethioplan licences - Stratex holds a number
of other expleration ficences in Ethiopia all at the
very early stages of exploration, ncluding

+  Mille-Serdo - 845 sq km In the Afar with
evidence of epithermal mineralisation

*  Berahale — 1,187sq km in northarn Ethtopia in an
extension of the Asmara gold belt in Entrea

values in the range 01-0 5 g/t gold In outcropping rocks— —
and this area will be the focus of drlling dunng 2012
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Financial review

Loss for the year

The financial results for the year

are notable for a number of one-

off sterns, which in aggregate have
resulted in a significant net gain

tor the Company The loss before
ncome tax of £517,377 benefitted
from exceptional gams totalling
£1,332,267 The loss before tax in the
previous year was £2,875,668, which
included a one-off loss of £1,095,880

Administration and expensed
exploration-related costs rose by
17% to £2,025,511 The increase was
dnven by the doubling of expenditure
in Ethiopia resulting from the start-
up of the Blackrock project The UK
overhead slement in the year was
£528,407, which represents 14% of
total expendiure including capitalised
exploration costs This is one of the
key performance indicators of the
Company and | am pleased to say

it shows a significant improvement
over last year's equivalent of 28%

The two largest gains in the year were

a) £805,088 ansing from the decision
by NTF not to continue with
development of the Altintepe
project In accordance with the
agreement the company holding
the Altintepe project was transferred
to Stratex togsther with the nghts
to the Altintepe project and the
debt due to NS Madencilik San
Tic AS, the joint venture company
with NTF, was waived, and

b) £527,199 on the sale of the
Company's shareholding in Sheba
Exploration (UK) plc At the start
of the year the Company held
approximately 5% interest in Sheba
and a similar number of warrants
The warrants were exercised in the
year and subsequently Sheba was
acquired by Centamin Egypt Ltd
for which the Company received
cash of £320,000 and shares in
Centamin to the value of £287,199

Cash and cash equivalents

Cash balances at 31 Decamber 2011
totalled £3,024,565, an increase of
£2,028,408 1n the year The increase
was the result of raising £4,545 489 from

£320,000 of cash was receivad from the
sale of the shareholding in Sheba and
a net £240,000 was receved {from the
1ssue of shares :n Rift Resources PLC

Whist the Company has a healthy
cash balance at the year end and
has sufficient to meet working
capital requirements over the next
12 months, given that it has minimal
contractual commitments, the Board
recognises that addional funds

will be required tc meet the planned
2012 exploration activities as set
out in the Operations Review The
Directors are confident that the funding
requirements will be secured

Net assets and resources

The net assets of the Group as at
31 December 2011 have increased
to £8,274,331 from £4,557,276 at
31 December 2010 There are three
main drivers contnbuting to this
significant increase, namsly

a) Capitabsed internally generated
exploration assets increased by
£1,699,618, of which Blackrock
contributed £680,548, Muratdere

contributed £443,834 and Shehagne

contnbuted £286,824 The
weakening of the Turkish Lira
against the £ reduced the
value of the tntangible
assets hald in Turkey

by £452,026,

b) Waiver of the amount
due to NS Madencilik
of £1,110,626 in
respect of Altintepe
Madencilik, and

¢) Cash increased by
£2,028,408, reflecting
the successful raising of
£4 3million from private
placements with our

however payment for the acquisition
did not occur until after the year
end and therefore there was no
impact on the year end net assets

To date the Company's tctal gold
resources stand at approximately

2 26 millon ounces, bolstered by the
announcement in February 2012 of

a turther 0 7m oz of gold resource at
Oksiit The value of these resources

1s not reflected in the balance sheet

of the Company but it 1s the key to its
future worth The cost of discovering
these resources I1s an important kay
performance indicator and tha cost at
our threa largest projects i1s well below
business secter averages The cost per
oz Au at Oksit 1s US$3 60, at Altintepe
15 US$2 99 per oz and at Muratdere it 1s
US%4 64 per oz These values are based
on the total cost including that borne by
our partners Based solely on the cost
borne by the Company and adjusted
{for the ultimate share of the resources
that Stratex would have assuming

all partners fully vest in accordance
with the respective agreemenits, the
cost per ounce of gold 1s US$2 46,
US$4 78 and US$15 48, respectively

Perry Ashwood
CFO

_____ share issues of which £4,327,393 was
______ contnbuted by three of our exploration— -
partners, and the receipt of £2,770,489

from partners’ direct contnbutions to

exploration of joint projscts Additionally

The acquisition of Silvrex
in December 2011, added
£608,715 to Intangible assets,




Corporate Governance

The objective of the Company I1s to
craate value through the discovery and
developmant of go!d and high-value
base metal resources In pursuing this
objective the Board has committed to the
highest level of governance applicable

to a Company of our size and to setting

a culture that values the very highest of
ethical standards in all terntones in which
we operate and that encourages personat
and corporate integrty throughout the
Group To this end we fully support the
principles set out in the UK Corporate
Governance Code, as published by the
Financiat Reporting Counetl

The Board of Directors

The Board i1s responsible for providing
strategic direction for the Company, setting
objectives and management policies and
agreament on performance critena The
Board monitors compliance with objectives
and policies of the Company through
monthly performance reporting, budgst
updates and monthly operation reviews

Composition of the Board at 31 December
2011 was thrae Executive Directors, Dr
Bob Foster, David Hall, Perry Ashwood and
two Non-Executive Directors, Christopher
Hall and Peater Addison John Cole-Baker
joined the Board on 7 February 2012 as

an executive director The Board believes
the present composition of the Board
provides an approprate rmix to conduct the
Company's affairs

Nine full meetings of the Board were held
in 2011 The Board delegates certan of

its responsibilities to the Audit Committee
of the Board and the Remuneration
Committee of the Board, which have clearly
defined roles and responsiblilities Due to
its size the Company does not presently
have a Nomination Committee

Accountability and Audit

The Board 1s responsible for the Group's
systemn of internal control and for
monitoring and reviewing its effectiveness
These systems are designed to manage
and minimise the nisk of failure rather than
eliminate such nisks and can only provide
reasonable, and not absolute, assurance
against matenal financial misstatement or
loss

The Board encourages a cuiture of integnty
and opennass and has established an
organsational structure with clear lines

of accountability and authority across its
operations The Group does not currently
have an internal control function due to the

~ ~ ~small size of the admunistration functton _ __

Comprehensive annual budgets are
produced once a year and submitted to the
Board for approval Rewviews of the annual
budget are regularly undertaken in line

with significant changes in the underlying
operations and conditions Such revisions
are put forward to the Board for approval
Actual results and forecasts are compared
to budgst and reported, along with key
operational results, to the Board members
on & monthly basis

The Board screens all potential exploration
opportunities betore any significant
financial commitment 18 made to proceed

The Company maintains robust procedures
to ensure that related party transactions
and potential conflicts of interest are
identified, disclosed and managed These
procedures include the declaraton by
Directors on appointment of tharr interests
in other businesses and review and
confirmation 1s conducted dunng the year

Corporate and Social Responslbllity:

All Directors, management and staff

are expected to consistently apply the
highest ethical standards to their conduct
to ensure that the Company's affairs and
reputation are at all htmes maintained at the
uppermost fevel It does not tolerate any
corrupt practices

The Board has established a Code of
Conduct incorporating the guidelines

of the Bribery Act 2010 and comphance
officers have been appointed with clearly
defined roles of responsibility Personnel
are encouraged to be vigilant at all imes
and report any suspicions they may have
Implementation cf the Code is monitored
and contraventions ara reported to the
Board

The Company has well established
policies on health and safety and these
are set out in the Company's Health and
Safety Booklet, which 1s made avaitable
to all employaes on joining the Group
OQur philosophy 1s that safety must be
considered In every task performed and
every decision made

We are committed to the development
of our employees and we aim o provide
an envircnment which will attract, retain
and motivate peoplse, to ensure they can
maximise their potential and share inthe
Group's successes

The Directors recognise the importance
of building good relations with locat
communities sttuated close to the Group's
oparations and the Company readily
contributes, where appropriate, to the
development of the local infrastructure
and to supporting community needs

The Empioyees' Handbook sets out

the boundares of acceptable business
practise and the manner in which the
actvities of the' Group are to be conducted —

We are totally committed to mimmising
any adverse impact of our activities on the
natural environrment and, as a minimum
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standard, to comply with any relevant
legislation within the territones in which we
operate The Group adheres totally to all
local environmental regulations

Audit committee

The role of the Audit Committee is to provide
a formal review of the effectiveness of

the internal control systems, the Group's
financial reports and results announcements,
and the external audit process

During the year the Audit Committee
comprised Christopher Hall (Non-Executive
Chairman) and Peter Addison (Non-
Executive Director) The external auditors
and Parry Ashwood attend by invitation
when appropnate Two meetings of the
Audit Committee were held during 2011

No internal control issues wera identified
dunng the year

Relationship with
Sharehalders

The Board 1s commutted to providing
effective communication with the
shareholders of the Company Significant
developments are disserminated through
stock exchange announcements, rogular
updates on the Company website and via
its news subseription service, which is open
to anyone The Company readily rasponds
to enquires from shareholders and the
public, and Board membears regularly
present at such events as the Proactive
Investors Forum and Mines and Money The
Board views the Annual General Mesting

as a forum for communication between

the Company and its shareholders and
encourages therr participation in its

agenda All AGMs are preceded by a
presentation of the developments of the
year and future prospects

Remuneration

The role of the Remuneration Committea
1s to provide a formal and transparent
review of the remuneration of the executive
directors and senior employees and to
makse recommendations to the Board on
individual remuneration packages This
includes the award of non-contractual
performance related bonuses and share
options Remuneration packages are
designed to reward, motivate, retann and
recruit individuals Bonuses are only paid
in recognition of perfarmance

Dunng the year the Remuneration

Committee compnsed Christophar Hall

{Non-Executive Chairman), and Peter

Addison (Non-Executive Director)

No Durector took part in discussions

ownremuneration Two mestingsofthe
Remuneraton Committee were held

during 2011




Directors' biographies

Christopher Hall, BSc, MSc,
MIMMM, CEng
Non-Executive Charman (age 62)

Chnstopher Hall has over 37 years of
wide-ranging experience in the mining
sector He s currently the in-house

mining adwviser to Grant Thomton LLP,
principalty assisting the Caprtal Markets
team with chients hsted on the London
Stock Exchange and the AIM market After
graduating in geology, Christopher worked
In exploration and as a mine geologist
with Consolidated Goldfie'ds 1n Australia,
before raturming to the UK to take an

M Sc In Mining and Exploration Geology
This was followed by penods as a mining
analyst with stockbroker Messe! & Co,

in the investment and mining dvisions

of Anglo American associate Charter
Consohdated and in specialist resources
fund management with Touche Remnant
He helped to establish European Mining
Finance, which was the first resource
company to list on AlM, serving as CEC
from 1991-97 Atter leaving EMF he worked
as a consuttant, spending three years
managing the UK office of international
mining consultants Behre Dolbear, before
jomning Grant Thornton in 2005

Dr Bob Foster, BSc, PhD, FIMMM,
CEng, FGS, CGeol
Chief Executive Officer (age 63)

Bob Foster has 38 years of expenence

as a professional economic geclogist in
exploration, mining, and applied acadenuc
posts and has particular expertise in

the genesis of and exptoration for gold
deposits, having worked in Eurcpe,
Central Asia, North and South America,
and throughout Africa Following ten
yeers in the minng industry 1n Rhodesia
{now Zimbabwe) he joined Southampton
Uriversity in 1984 where he subsequently
devoted more than 15 years to lecturing
and managing a large applied research
group investigating the genesis of gold
deposits He has published numerous
scientific and techrical papers and has
been an invited keynote speaker at very
many international sclentific and techmcal
conferances arcund the world He was

a founding member of the management
team that developed an open pit gold mine
in Zimbabwe in 1991-1996 Prior to joining
Stratex, Bob was Minerals Manager for
UK-based international consultancy group
Exploration Consultants Limited

David Hall, BS¢, MSc, EuroGeol
Director {age 53)

‘David Hall 1s a gradiate in geology—~ —~ -

from Trinuty College Dublin and holds a
Masters Degree in Mineral Exploration
from Queens University, Kingston,

Ontarlo He has 28 years of experience

in the exploration sector and has worked
on and assessed exploration projects
and mines in over 50 countnes including
Turkey where he worked for four and half
years From 1992, he was Chief Geologist
for Minorco responsible for Central and
Eastetrn Europe, Cantral Asia and Middle
East He moved to South America in 1997
as Consultant Geologist for Minorco
South Amenca, subsequently becoming
Exploration Manager for AngloGold South
America mn 1999 David 1s founder and
Vice - Chairman of GoldQuest Mining
Corporation which has Gold Fields of
South Africa as equity and joint venture
partner David 1s also founder and Non-
Executive Chairman of Honzonte Minerals
plc, an AlM-listed company focused in
Brazi and Peru Dawvid co-founded Stratex
in 2004 He has authored a number of
papers on the management of Exploration
and Development companies and risk
management of exploration

Perry Ashwood, FCA,
Chief Financial Officer (aged 64)

Parry Ashwood qualified as a Chartered
Accountant in 1971, training with Spain
Brothers & Co and KPMG Shortly after
quahtying he spent 5 years with British
Oxygen Ltd in therr Corporate Office
betore moving to Rank Xerox Ltd tin 1978
Perry was with Xerox for 20 years and
held various postions ranging from Group
Chief Accountant to Finance Director,
Central & Easten Europe Buring his
time with Xerox, he held both technical
accounting roles, including mvolvement in
internal controls and audit, and operational
roles with extensive involvement i
Turkey, Egypt, India and Russia He

also spent 3 years on assignment in the
UUSA at corporate headquarters where

his major focus was on acquisitions,
divestments and joint ventures He joined
Intermec International Inc 1n 1998 as
Finance Director, Europe, Middle East &
Africa before becoming an independent
consuitant in 2000 taking on vanous
nterim roles with small to medium sized
businesses

John Cole-Baker BS¢, MSc
Director (age 64)

John Cole-Baker has gained over 40

years of experience in infrastructure and
mimng projects throughout the world

He has been involved at vanous levels

up to Project Director for infrastruciure

and mining development, as well as
restructurning projects in Afrlea, Europe, the

Former Sowvist Union, tHe MiddIg Eastand - — ——— —- —— = = —= —— — -~ __ _

the Indtan sub-continent He graduated
in civil engineening from Queen's

University, Beifast' and subsequently
earned a Master's degree at impenal
College, London Since the early 1990s,
Mr Cole-Baker has been responsible for
consultancy projects, of which a targe
number involved the ralsing of finance on
various stock exchanges Dunng this time
he was a directer of a number of consulting
companies including, CSA Group Limited,
IMC Limited, Mackay & Schnellmann
Limited He was also Managing Director for
a gold exploration company, BUMINCO,
in Burundi  Other projects includea pre-
feasibiity studies and support and advice
to exploration and operational projects in
India, Kosovo, Spain, Republic of Guinea,
Tanzama and Sénégal, for commodities
such as gold, lead, zinc, diamonds, coal
and phosphate Over the past fifteen
years Mr Gole-Baker has had significant
involvement in adwising Governments

and restructuning government institutions
in Morocco, Algena, Mauntama, Mah,
Céte d'ivoire, Mah, Burkina Faso, Nigena,
Mozambigue, Madagascar, Botswana,
Jordan and Armernia He has also been
commissioned by UNCTAD to advise on
the promotion of investment 1n the mining
sector

Peter Addison,
Non-Executive Director {aged 69)

Peter Addison qualified as a solicitor in
1966 and practiced tn the City of London,
onginally with Linklaters & Paines and
subsequently with Norton Rose In 1982,
he became a director of English Trust, a
corporate advisory bank, and for some
twenty years was invcived in providing
corporate finance advice to public
compantes In the UK and Ireland He was
non-executive chairman of Qualceram
Shires ple, a hsted Insh company, untd it
sold its insh business in 2009, and he was
chairman of SIRVIS [T pic, a UK AIM listed
company until it was taken over in 2009
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Directors' report

Principal activities

Key performance indicators

The principal activity of the Group 1s the exploration and
development of gold and other high-value base metals

Business Review & Future Developments

A review of the activities of the Group, information on future
developments and certain key performance indicators are
provided in the Charman's Statement, Business Overview,
Operations Review and Financial Review

Going concern

The statement on going concern I1s provided in Note 2 of the
Financial Statements

Financial Review

The results of the Group are shown on pages 23to 53 A
review of the financial results 1s provided on page 15 The
Diractors do not recommend the payment of a dvidend

Share Capital

A statement of the changes in the share capital of the
Company s set out In note 24 to the financial statements

Corporate Governance & Responsibliity

The Company's statement on Corporate Governance is
provided on page 16

Directors & their interests

The Board monitors the following KPI's on a regular basis

Finance related

+ Share pnce versus Its peer group

= Funding and cash flow forecasts

= Overheads as percentage of total expenditure

Project related

+ JORC resources

* Resource cost per ounce

* Metres drillad

+ Acquisition of new licence areas

* Exploration expenditura by project

Substantial shareholdings

As at 20 March 2012, in addition to the shareholding of certain
Directors, the Company was aware of the following holdings
of 3% or more in the Company's issued share capital

Number of % of 1ssued

shares share caprtal

AngloGold Ashant 41,785,104 115
Teck Resources Lamited 35,727,487 o8
Forest Nominees 26,913,800 71
Mr N Graham 22 277,300 61
Richmond Capital LLP 18,145,000 50

Teck Resources Limited's interest includes 8,751,903 hald by
Teck Madancilik Sanay Ticaret AS, a wholly owned subsidiary
of Teck Rescurces Limited

The current Directors and their biographies are set out on page 17

John Cole-Baker was appointed as an Executive Director on 7 February 2012 With the exception of John Cole-Baker all the
Directors of tha Company were Directors throughout the year

In comphance with the Company's Articles of Association, David Hall will retire by rotation and John Cole-Baker, having
been appointed since the last AGM will retire and both, being eligible, offer themselves for re-slection

The remuneration of Directors 15 set out in Note 11 of the Financial Statements The beneficial interests of the Directors in
the issued share capital and share options of the Company were as follows

As at 31 December 2011 As at 31 December 2010

Ordinary 1p shares Options Qrdinary 1p shares Options
Chnstopher Hall 107,143 2,250,000 107,143 1,500,000
Dr Bob Foster 7,031,277 5,210,604 7,031,277 3,787,500
Perry Ashwood 1,534,485 4,754,857 1,534,485 3,472,500
Dawvid Hall 12,522,374 4,195,000 12,522,374 3,445,000
Pster Addison 142,857 2,250,000 142,857 1,500,000
Total 21,338,136 18,660,461 21,338,136 13,705,000

No Director sold shares in the Company during the year and no Director-held share options were exercised or lapsed
__dunng the year Since the year end Bavid Hall's shareholding has increased to 12,584,624 and Dr Bob Foster's
shareholding h3s increased to 7,093,527 John Cole-Bakar has acquired 575,669 shares since 31 December 2011




Risk Management

Exploration tndustry Risks

Mineral exploration is speculative in nature, nvolves many
nsks and 1s frequently unsuccessful Following any discovery,
it can take a number of years from the initiat phases of
dniliing and identffication of mineralization untl production

15 possible, during which time the economic feasibihty

of production may change Substantial expenditures are
required to establish mineral reserves through dnlling, to
determine metaliurgical processes to extract minerals from
rock and other natural resourcaes and to construct mining
and processing facilittes As a result of thesa uncertainties,
no assurance can be given that the exploration programmes
undertaken by the Group will result in any new commercial
mining eperations being brought into operation

Government activity, which could include non-renewal of
licences, may result In any income receivable by the Group
being adversely affected In particular, changes in the
apphcation or interpretation of mining and exploration laws
and/or taxation provisions in the countries in which the Group
operates could adversely affact the value of its interests its
interests

Political Risks

All of the Group's operations are located in a foreign
junsdiction As a resutt, the Group 1s subject to poliical,
economic and other uncertainties, including but not hmited
to, changes in policies or the personnel administening them,
tarrorism, nabonalisation, appropnation of property without
fair compensation, cancellation or modification of contract
nghts, foreign exchange restrictions, currency fluctuations,
export quotas, royalty and tax increases and other risks
ansing out of foreign governmental sovereignty over the areas
in which these operations are conducted, as well as nsks

of loss due to civit strife, acts of war, guernlla activities and
insurrection

Financial Rlsks
Details of the Group's financia!l nsk management objectives
arg set out in Note 3 to the financial statements

Statement of Directors' Responsibilities

The Directors are rasponsible for prepanng the Annual
Report and the Financial Staterments in accordance with
applicable law and regulations Under that law the Directors
have prepared the Group and Parent Company Financial
Statements in accordance with International Financial
Reporting Standards (IFRS's) as adopted by the Eurcpean
Urion

Under company law the Directors must not approve the
Financial Statements unless they are satished that they give
a true and fair view of the state of affairs of the Company and
Group as at the end of the financial year and of the profit and
loss account of the Group for that penod In prepanng these
Financial Statements, the Directors are required te

= select suitable accounting policias and then apply them
consistently,

* make judgements and accounting estimates that are
reasonable and prudent,

« state whether the Financial Statements comply with IFRS's
as adopted by the European Union, subject to any matenal
departures disclosed and explained in the Financia!
Statements,

= prepare the Financial Statements on a going concern basis
unless it 1s inappropriate to presums that the Company will
continue In business

The Directors confirm that they have comphed with the above
requirements i preparing the Financial Statements

The Directors are responsible for keeping adequate
accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable
accuracy at any time the financial position of the Company
and the Group and enable them to ensure that the Financial
Statements comply with the Companies Act 2006 They are
also responsible for safeguarding the assets of the Company
and Group and hence for taking reasonable steps for the
prevention and detection of fraud and other irregulanties

The maintenance and integnty of the website 1s the
responsibility of the Directors The work carried out by the
auditors doas not tnvalve consideration of these matters and,
accordingly, the auditors accept no responstbility for any
changes that may have occurred to the information contained
In the Financial Statements since they were inthally presented
on the website Legislation in the United Kingdom governing
the preparation and dissemination of the Financial Statements
and other information included in annual reperts may differ
from legislation in other junsdictions

The Company 1s comphant with AIM Rule 26 regarding the
Company's website
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Directors' report cuse:

Directors' Statement as to disclosure of
information to auditors.

The Directors who held office at the date of approval of this
Directors' Report confirm that, so far as thay are individually
aware, there 1s no relevant audit information of which the
Compeny's auditors are unaware and the Directors have taken
all the steps that they ought to have taken to make themsaelves
aware of any relevant audit information and to establish that
the auditors are aware of that information

Group's policy on payment of creditors

The Group seeks to maintain good refatons with all of its
trading partners in particuler, it is the Group's policy to abide
by the terms of payment agreed with each of s supphers

At 31 December 2011 the number of creditor days m respect
of trade creditors was 30 (2010 29)

Post year end events

Details of post year end events are set out in Note 33 to the
financial statements

Auditors

Litttejohn LLP has signified its withngness to continue in office
as auditors

Approved by the Board and signed on its behalf

T

P C Ashwood
Company Secretary
180 Piccadilly, London,
Wid 9HF

23 March 2012
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Independent Auditor's Report to the

members of Stratex International Plc

We have audited the Financial Statements of Stratex
International Plc for the year ended 31 December 2011, which
compnise the Statement of Consohdated Comprehensive
Income, the Statements of Consolidated and Company
Financial Position, the Statements of Consclidated and
Company Cash Flows, the Statements of Consolidated and
Company Changes in Equity and the related notes The
financial reporting framewaork that has been apptied in their
preparaticn 1s applicable taw and Intemational Financial
Reporting Standards (IFRSs) as adopted by the European
Union and, as regards the Parent Company Financial
Statements, as appliad in accordance with the provisions of
the Companies Act 2006

This report is made solely to the Company's members,

as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so
that we might 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 permitted 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 opimons we have formed

Respective responsibilities of Directors
and Auditor

As explained more fully in the Directors' Staternent of
Responsibilities, the Directors ars responsible for the
preparation of the Financial Statements and for being satisfied
that they give a true and fair view QOur responsibility is to

audit and exprass an optnion on the Financial Statements in
accordance with applicable law and International Standards
on Audittng (UK and Ireland} Those standards require us to
comply with the Auditing Practices Board's Ethical Standards
for Auditors

Scope of the audit of the Financial Statements

An audit iInvelves obtaining ewidence about the amounts

and disclosures in the Financial Statements sufficient to
give reasonable assurance that the Financial Statements
are free from matenal misstaterment, whether caused by
fraud or error This includes an assessment of whether

the accounting policies are appropnate to the Group's

and the Parent Company's circumstances, and have

been consistently appled and adequately disclosed, the
reasonableness of significant accounting estimates made by
the Directors, and the overall presentation of the Financiat
Statements In addition, we read all the financiat and non-
financial Information in the Annhual Report to identity matenal
nconsistencies with the audited Financial Statements If we
become aware of any apparent matenal misstatements or
inceonsistencies we consider the implications for our report

Opinion on Financial Statements

In our opinien

+ the Financial Statements give a true and far view of the
state of the Group's and of the Parent Company's affars as
at 31 December 2011 and of the Group's loss for the year
then anded,

= the Group Financial Statements have been properly
prepared in accordance with IFRSs as adopted by the
European Unicn,

« the Parent Company Financral Statements have been
properly prepared in accordance with IFRSs as adopted by
the European Union and as applied in accordance with the
prowsions of the Companies Act 2008, and

* the Financial Statements have been prepared in
accordance with the requirements cf the Companies Act
2006

Opinlon on other matter prescribed by the
Companies Act 2006

In our opimon the information given in the Directors' Report
for the financial year for which the Financial Statements are
prepared Is consistent with the Financial Statements

Matters on which we are required to report
by exception

The Companies Act 2006 requires us to report to you if, in our
opinion

= adequate accounting recerds have not been kept by the
Parent Company, or returns adequate for our audit have
not been raceved from branches not visited by us, or

* the Parent Company Financial Statements are not in
agregment with the accounting records and returns, or

« ceartain disclosuras of Directors’ remuneration specified by
law are not made, or

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

We have nothing to report in respact of the above matters

Alistair Roberts (Senlor statuto
For and on behatf of Littlejohn LLI
Statutory Auditor

1 Westferry Circus

Canary Wharf

London, E14 4HD

23 March 2012
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Statement of Consolidated

Comprehensive Income

Year ended 31 Year ended 31
December 2011 December 2010

Notes £ £
Continuing operations
Revenue -
Administration expenses 9 {2,025,511) (1,733,837)
Project impairment i4 (83,747) (56,656)
Cther income 8 902,511 125,045
Operating loss (1,208,747) {1,667,448)
Finance income 23,478 21,965
Share of loss of associate company 15 (139,176} (134,305)
Gain on acquisihion of subsidiary company 15 805,068 -
Loss on sale of subsidiary company 18 - (1,095,880)
Loss before income tax (517,377} (2,875,868)
Income tax credit/(expense) 12 72,680 {8,373)
Loss for the year (444,497) (2,884,041)
Other comprehensive Income for the year
Exchange differences on translating foreign operations 27 (736,516) (257,552)
Other comprehensive income for the year, net of tax (736,516) (257,552)
Total comprehensive loas for the year (1,181,013) (3,141,593)
Loss for the year attributable to:
Equrty shareholders of the Parent Company {436,628) (2.884,041)
Non-controlling interests (7,869) -
Loss for the year (444,497} (2,884,041)
Total comprehensive loss for the year attributable to
Equity sharshelders of the Parent Company (1,173,144) {3,141,593)
Non-controlling interests (7.869) -
Total comprehensive loss for the year (1,181,013} (3,141,593}
Loss per share for losses from continuing operations
attnbutabla to the equity holders of the Company
{expressed In pence per shara)
- basic and diluted 25 0 14) (102

The notes on pages 30 to 53 form part of these financial statements
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Statement of Consolidated

Financial Position

Company number- 5601091

As at 31 As at 31
Dacember 2011 Docember 2010
Notes £ £
Assets
Non-Current Assets '
Furniture, fittmgs and equiprnent 13 199,627 . 257,984
Intang:tbie assets and goodwlt 14 5,222,108 , 2,522 768
investments accountad tor using the equity method 15 335,263 376,645
investments 17 - 72,187
Trade and cther receivables 20 230,427 160,877
Deferred tax assat 21 186,114 | 165,087
8,173,637 3,655,608
Current Aseets .
Trade and other recavables 20 1,177,620 1,223,577
Financial assets at fair value through profit or loss 16 217,466 -
Cash and cash egquivalents 23 3,024,565 098,157
4,419,651 2,219,734
Hetd-for-sale assets 22 106,647 166,019
4,526,298 | 2,418,353
Total Assots 10,699,835 6,973,859
Equity
Capital and reservaes attributabile to equity holders of i
the Company '
Ordmary shares 24 3,508,972 2,873,264
Shara premium 24 13,233,163 ' 9,323,382
Reserves 27 {551,100} . 37,009
Accumulated losses (8,050,238} ' {7,678,370)
Total attributable to owners of the Company 8,140,799 4,557,276
Non-controliing interest 133,532 -
Total equity 8,274,331 4,557,276
L lablitties
Non-Current Liabilities ¢
Employee tarmination banefits 12,264 8,470
Deferred consideration 8 381,797 ° -
Defarrad tax iabities -3 98,380 ! 47,6568
472,427 57,1268
Current Licbilities
Trade and other payables 28 1,953,077 1,350,457
Yotal oquity and liabllitles 10,699,836 5,973,859

The notes on pages 30 to 53 form part of these financial statements

The financial staterments were approved and authorised for issue by the Board
of Directors on 23 March 2012 and were signad on its behalf by

Ul Dd

Christopher Hall Perry Ashw,
Non-Executive Chairman Chief Financial Otficer
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Stétement of Consolidated

Changes in Equity

Aftributable to owners of the Company

Share Share Other reserves  Accumulated Non-controling
Capital Prarmium {see nota 27) Loss Total Interest  Total Equity
Notes £ £ g £ £ £ £
Balance at 1 January 2010 2,485,489 8,443,778 282,253 (4,816,479} 6,405,021 - 6,405,021
Issue of shares 24 372,295 930,738 - . 1,303,031 - 1,303,031
Cost of share Issue - (82,132) - - 62,132) - (62,132}
Share-based payments - - 36,449 - 38 449 . 36,449
Share options exercised and
cancetied 5,500 11,000 {24,141) 24,141 16 500 - 16 500
Total contributions by and
distribitions to owners of the
Company a77,795 879,804 12,308 24,141 1,293,848 - 1,293,848
Comprehensiva income for the
year
- loss for the year - - - (2,884 041) (2,884 041) . (2,884,041)
- othar comprehensive income - - (257,552} - (257.552) - (257,562)
Total comprehonsive income
for the year - - (257,552) {2,884,041) {3,141,593) - (3,141,593)
Balance at 31 Decamber 2010 2,873,264 9,323,382 37,000 (7,678,379) 4,557,276 - 4,557,276
issus of shares 24 584 964 3,742,429 - 4,327,393 - 4,327 393
Share-based paymernts - 92378 - 92,278 - 92,378
Share options and warrants
exercised and cancelled 50,744 187,352 ®2,771) 82,711 218,096 218,006
Total contributions by and
distributions to owners of the
Company 835,708 3,009,781 29,807 62,771 4,837,867 - 4,637,867
Non-controlling Interest anging on
business combination - - - - - 10,000 10,000
Decrease in ownership interest - - 118 800 - 138,800 131,401 250,201
Total decrease in ownership - - 118,800 - 118,800 141,401 260,201
Total transactions with owrters
of the Company 635,708 3,909,781 148,407 62,771 4,758,867 141,40% 4,898,068
Comprehensive income for the
yesar
- loss for the year - (438,628) (436 628) (7 869) (444 497)
- other comprahensive ncome . (738,516) - (736 518) - (738 516)
Total comprehensive Income
for the year - - (736,516} (436,828)  (1,173,144) (7,869) (1,181,013)
Balance at 31 December 2011 3,508,972 13,233,163 (551,100} {8,050,238) 8,140,799 133,632 8,274,331

The notes on pages 30 to 53 form part of these financial statements

Discovering the future | Stratex International plc Annual Report 2011 25




Statement of Consolidated Cash Flows

Year ended 31  Year ended 31
December 2011 December 2010

Notes £ £
Cash flow from operating activities
Net cash used in operating actvities 30 (1,171,260} (2,121,339)
Cash flow from Investing activities
Purchase of furmiture, fittings and equipment 13 (56,224} (185,797)
Purchase of investmsant 15,17 {193,659) (32,167}
Purchase of intangible assets 14 (4,470,106) (1,687,448}
Proceeds from sale of subsidiary company - 656,863
Proceeds from safe of investments 16 320,000 -
Interest received 23,478 21,965
Net cash outflow In Investing activities (4,376,511) (1,226,584)
Cash flow from financing activities
Proceeds from issue of share capital 24 4,545,489 1,319,531
Share capital 1ssue costs - (62,132}
Funds received from project partners 14 2,770,489 1,359,038
Cash from non-controlling interests in subsidiary 6 260,201 -
Net cash generated from financing activities 7,576,179 2,616,437
Net increase/(decrease) in cash and cash equivalents 2,028,408 (731,486)
Cash and cash equivalents at beginning of the period 996,157 1,727,643
Cash and cash equivalents at end of the period 23 3,024,565 996,157

Nen-cash transaction

The major non-cash transactions of the Group during the year were the acquisition of Silvrex LUimited and the acquisition of Rift
Resources PLC (see note 6) Also, as par of the proceeds from the sale of the shares in Sheba Exploration (UK) Ltd the Group
receved 266,666 ordinary shares in Centamin Egypt Ltd (see note 16)

The notes on pages 30 to 53 form part of these financial statements




Statement of Company Financial Position

Company number 5601091

As at 31 As at 31
December2011  December 2010
Notes e £
Ansots
Non-Current Assela
Fumiture, fittngs and equipment 13 3,704 2,558
Investments 17 - 72,167
Investment in subsidiaries 18 8,539,769 4,544,766
8,543,473 5,019,519
Current Assats
Trade and other recevables 20 3,652,237 3,347,070
Financiat assets at fair value through profit or loss 16 217,468 -
Cash and cash equivalents 23 2,805,778 912,814
8,375,481 4,260,781
Total asseta 14,918,954 9,280,300
Equity
Capital and reserves attributable to equity holdars
of the Company
Ordinary shares 24 3,508,072 2,873,204
Share premium 24 13,233,163 9,323,382
Other reserves 678,367 846,760
Accumulated losses 32 {3,747,784) (3,650,421)
Total equity 13,670,718 9,183,985
Liabilitias
Non-Current Liabilities
Defermed consideration 6 361,797 -
361,767 -
Current Llabilities
Trade and cther payables 28 888,439 96,315
Total equity and liabilities 14,918,954 9,280,300

The notes on pages 30 to 53 form part of these fihancial statements
The financial statemants were epproved and authorised for issue by
the Board of Directors on 23 March 2012 and were signed on its behalf by

Chief Financial Officer

Chnstopher Hall
Non-Executive Chairman
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Statement of Company Changes in Equity

Share Share Opticn  Accumulated Total

Share Caprtal Pramium Reserve Loss Equrty

Notes £ £ £ £ £

Balance at 1 January 2010 2,495,469 8,443,778 634,452 (3,037,578) 8,538,121

Issue of shares 24 372,295 830,738 - - 1,303,031

Cost of share 1ssue - {62,132} - - (62,132)

Share-based payments - - 36,449 - 36,449
Share options exercised

and cancelled 5,500 11,000 (24,141) 24141 16,500

Total contributions by and
distributions to owners of
the Company 377,795 879,604 12,308 24141 1,293,848

Cornprahensive incoms for the year

Loss for the year - - - (645,984) (645,984)
Total comprehensive Income

for the year - - - (645,984) (645,984)
Balance at 31 December 2010 2,873,264 9,323,382 646,760 (3,659,421) 9,183,985
Issue of shares 24 584,964 3,742,429 - - 4,327,393
Share-based payments - - 92,378 - 92,378
Share ophions and warrants

exercised and cancelled 50,744 167,352 (62,771) 62,771 218,096
Total contributions by and

distributions to owners of

the Company 835,708 3,909,781 29,607 62,771 4,637,867
Comprehensive income for the year

- Loss for the year - - - {151,134} (151,134)
Total comprehensive income

for the year - - - (151,134) {151,134)
Balance at 31 December 2011 3,508,972 13,233,163 676,367 (3,747,784) 13,670,718

The notes on pages 30 to 53 form part of these financial statements




Statement of Company Cash Flows

Year ended 31 Year ended 31
Dacember 2011 December 2010
Notes £ £

Cash flow from operating activities
Net cash used in operating activities 30 (982,854) (840,492}
Cash flow from investing activities

Purchase of furniture, fittings and equipment 13 {3.594) (54,554}
Purchase of Investment 17 {40,000) (32,167}
Acquisition of subsidiary company (73,308) {1,000)
Sale of financral assetls 320,000 -
Funding of subsidiary companies (2,308,847) (699,018)
Interest recewed 236,079 135,645
Net cash used in Investing activities (1,669,668) (651,094)
Cash flow from financing activities

Proceeds from issue of share capital 24 4,545,489 1,319,531
Share capital 1ssus costs - (62,132)
Borrowing from subsidiary - (539,213)
Net cash generated from financing activities 4,545,489 718,186
Net increase/(decrease) in cash and cash equivalents 1,692,967 (773,400)
Cash and cash equivalents at beginning of the penod 912,811 1,686,211
Cash and cash equivalenis at end of the period 23 2,605,778 212,811

The major nen-cash transactions of the Company during the year were the acquisition of Silvrex Limited and the
acquisihon of Rift Resources PLC (see note 8) Also, as part of the proceeds from the sale of the shares in Sheba
Explaration (UK) Ltd the Company received 266,666 ordinary shares in Centamin Egypt Ltd (see note 16}

The notes on pages 30 to 53 form part of these financial statements
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Notes to the financial statements

30

1. General information

The prnincipal activity of Stratex International Plc {'the
Company') and its subsidianes {together 'the Group') I1s the
exploration and development of precious and high- value
base metals The Company's shares are listed on the
Alternative Investment Market of the London Stock Exchange
The Company 15 incorporated and domiciled in the UK

The address of its registered office 1s 180 Piccadilly, London,
WiJ gHF

2. Summary of significant accounting policles

The principal accounting pol:cies applied in the preparation of
these Financial Statements are set out below Thase policies
have been consistently applied to all the years presented

2 1 Basis of preparation

These financial statements have been prepared in
accordance with International Financiat Reporting Standards
(IFRS) as adopted by the European Union (EU), IFRIC
nterpretations and those parts of the Companies Act 2006
applicable to compamies reporting under IFRS The financial
statements have basn prepared under the historical cost
convention as modified by the measurement of certan
investments at fair value

Golng Concern

It 1s the pnime responsibility of the Board to ensure the
Company and the Group remains a going concern At 31
December 2011 the Group had cash and cash equivatents

of £3,024,565 and no borrowings A further £538,576

has been received in February 2012 The majority of the
exploration costs in Turkey for the next 12 months and a
sigrificant portion of the exploration costs in Ethiopia will

be borne by our exploration partners The Company has
minimal contractual expenditure commitments and the
Board considers the present funds sutficient to mamntain the
working capital of the Group for a penod of at least 12 months
from the date of signing the annual report and financial
statements For these reasons the Directors continue to adopt
the going concern basis in the preparation of the financial
statements The Board acknowledges that additional funds
will be required to meet the exploration activities planned for
2012, including the funding of $500,000 of exploration work
by 31 Decembar 2012 at the Dalafin project in order 1o vest
51%, and further exploration work 1s planned for Ethiopia but
no formal commitments have been entered into In addition,
the Company will be required to fund its share of the capital
cost of the proposed mine at Inlice, which Is expected to

be approximately US$6m The Directors have a reasonable
expectation that they will secure the necessary funding when
requered

Accounting Policies
Changes in accounting policy and disclosures

(a) New and amended standards adopted by the Group
There are no IFRSs or IFRIC interpretations that are etfective
for the first ttme for the financial year beginntng 1 January
2011 that would be expectad to have a matenal impact on the
Group - - — .- . _.

_ _determining factor in whether an entity should be included

(b) New and emended standards and Interpretations
mandatory for the first ime for the financial year beginning 1
January 2011 but not currently relevant to the Group

The following standards and amendments to existing
standards have been published and are mandatory for the
Group’s accounting penods beginning on or after 1 January
2011 or earlier penods, but not currently relevant to the Group

A ravised version of IAS 24 “Related Party Disclosures”™
simplified the disclosure requirements for government-related
entities and clantfied the definition of a related party This
revision was effective for penods beginning on or after 1
January 2011

An amendment to IFRS 1 “First-ime Adoption of International
Financial Reporting Standards” relieved first-ime adopters of
IFRSs from providing the addwional disclosures introduced

in March 2009 by “Improving Disclosures about Financtal
Instruments” {Amendments to IFRS 7) This amendment was
effective for perods begimning on or after 1 July 2010

Amendments to IFRS 7 “Financial Instruments Disclosures”
were designed to help users of financial statements evaluate
the risk exposures relating to transfars of financial assets and
the effect of those nsks on an entity’s financiat position These
amendments were effective for periods beginning on or after

1 July 2011

Amendments to IAS 32 “Financial Instruments Presentation”
addressed the accounting for nghts 1ssuas that are
denominated in a currency other than the functiona! currency
of the issuer These amendments were effective for perods
beginning on or after 1 February 2010

IFRIC 19 "Extinguishing Financial Liabilities with Equity
Instruments” clarfied the treatment required when an entity
renegotiates the terms of a financial hability with its creditor,
and the creditor agraes to accept the entity's shares or
other equity instruments to settle the financial hability fully
or partially This interpretation was effective for penods
beginming on or after 1 July 2010

An amendment to IFRIC 14 “IAS 19—~ The Limit on a Defined
Benefit Asset, Minimurn Funding Requirements and

their Interaction”, on prepayments of a minimum funding
reguirement, applies in the imited circumstances when

an entity 1s subjact to mimimum funding requirements and
makes an early payment of contributions to cover those
requirements The amendment permitted such an entity to
treat the beneht of such an early payment as an asset This
amendment was effective for penods beginning on or after 1
January 2011

{c) New standards, amendments and interpretations 1ssued
but not effective for the financial year beginming 1 January
2011 and not early adopted

The Group's and Parent Company’s assessmaent of the impact
of these new standards and interpratations i1s set out balow

IFRS 10 “Consohdated Financia! Statemenis” builds on
existing principles by identifying the concept of controt as the

within the consolidated financial statements of the parent
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company The standard provides addificnal guidance to assi
in the determination of control where this 1s difficult to assess
This standard 1s effective for penods beginning on or after 1
January 2013, subject to EU endorsement The Directors are
assessing the possible impact of this standard on the Group®
and Parent Company’s Financial Statements

IFRS 11 “Joint Arrangements” provides for a more realistic

reflection of joint arrangemants by focusing on the nghts and

obligations of the arrangement, rather than its legal form (as
currently the case) The standard addresses inconsistencies
in the reperting of joint arrangemants by requinng a single
mathod to account for nterests in jointly controlled entiies
This standard 1s effective for pencds beginning on or after 1
January 2013, subject to EU endorsement The Directors are

assessing the possible impact of this standard on the Group’s

and Parent Company's Financial Statements

IFRS 12 “Disclosure of Interests in Other Entities” (s a new
and comprehensive standard on disclosure requirerments
for all forms of interests in other antities, ncluding joint
arrangements, associates, special purpose vehicles and
other off balance sheet vehicles This standard 1s effective
for penods beginming on or after 1 January 2013, subject to
EU endorsement The Directors are assessing the possible

impact of this standard on the Group’s and Parent Company’s

Financial Statements

IFRS 13 “Fair Velue Measurement”™ improves consistency
and reduces complexity by providing, for the first time, a

precise definiion of fair value and a single source of farr value

measurement and disclosure requirements for use across
IFRSs It does not extend the use of fair value accounting,
but provides guidanca on how it should be applied where
its use is already required or permitted by other standards
This standard 1s effective for pericds beginning on or after 1
January 2013, subject to EU endorsement The Directors are

st impact of these amendments on the Group’s and Parent

Company’s Financial Statements

Amendments to 1AS 19 "Employment Benefits” eliminate the
option to defer the recogmtion of gains and losses, known
as the “corndor method”, streamline the presentation of
changes in assets and habilities ansing from defined benefit
plans, including requinng remeasurements to be presented
In other comprehensive income, and enhance the disclosure
requirements for defined benefit plans, providing better
information about the characteristics of defined benefit
plans and the risks that entities are exposed to through
partictpation in those pians These amendments are effective
for periods beginning on or after 1 January 2013, subject to
EU endorsament, and are not expected to have an impact on
the Group's or Parent Company's Financial Statements

15

IFRIC 20 “Strpping Costs 1n the Production Phase of a
Surface Mine” clanfies when stnpping costs incurred 1n

the production phase of a mine’s life should lead to the
recognition of an asset and how that asset should be
measured, both intially and in subsequent periods This
interpretation 1s effective for pertods beginning on or after 1
January 2013, subject to EU endorsement The Diwrectors are
assessing the possible impact of this standard on the Group’s
and Parent Company's Financial Statements

Amendments to IFRS 7 "Financial Instruments Disclosures”
require disclosure of information that will enable users of
financial statements to evaluate the effect or potential effect
of netting arrangements, including nghts of set-off associated
with the entity’s recogmised financial assets and recognised
financial habilittes, on the entity’s financial position These
amendments are effective for penods beginning on or after 1
January 2013, subject to EU endorsement The Directors are
assessing the possible iImpact of these amendments on the
Group's and Parent Company’s Financial Statements

assessing the possible iImpact of this standard on the Group’s

and Parent Company’s Financial Statements

IAS 27 “Separate Financial Statements” replaces the current

version of 1AS 27 “Consolidated and Separate Financial
Statements” as a result of the 1ssue of IFRS 10 (see above)
This revised standard 1s eflective for periods beginning on
or after 1 January 2013, subject to EU endorsement The
Directors are assessing the possible impact of this standard
onh the Group's and Parent Company’'s Financial Statements

IAS 28 “Investments in Associates and Joint Ventures”
replaces the currant version of IAS 28 “Investments in
Assoclates” as a result of the 1ssue of IFRS 11 (see above)
This revised standard 1s effective for penods beginning on
or after 1 January 2013, subject to EU endorsement The
Directors are assessing the possible impact of this standard
on the Group’s and Parent Company’s Financial Statements

Amendments te |IAS 1 “Prasentation of Financial Statements
require items that may be reclassified to the profit or loss
section of the iIncome statement to be grouped together
within other comprehensive income (OCl)} The amendments

also reaffirm existing requirements that items in OCl and profit

or loss should be presented as either a single statement or

_two consecutive statements These amendments are eflective

for peniods beginning onor after 13July 2012, subject to EU -
endorsement The Directors are assessing the possible

Amendments 1o IFRS @ “Financial Instruments”™ and IFRS 7
“Financial Instruments Disclosures”™ require entities to apply
IFRS 9 for annual periods beginning on or after 1 January
2015 instead of on or after 1 January 2013 Early application
continues to be permitted  The amendments also require
addihonal disclosures on transition from |AS 39 “Financial
Instruments Recognition and Measurement” to IFRS 9

Amendments to 1AS 32 "Financial Instruments Presentation”
add application guidance te address inconsistencies
identified tn applying some of the cntena when offsetting
financial assets and financial habilities This includes
clanfying the meaning of “currently has a legally enforceable
nght of set-otf” and that some gross settlement systems
may be considered equivalent to net settlement These
amendments are effective for penods beginning on or atter

1 January 2014, subject to EU endorsement, and are not
expected to have an impact on the Group's and Parent
Company's Financial Statements

2 2 Basis of consolidation

Stratex International PLC was incorporated on 24 October
2005 On 21 November 2005 Stratex International PLC
acquired the entire 1ssued share capiial of Stratex Exploration
— --Lid by way ot a share for share exchenge The transaction

has been treated as a Group reconstruction and has been ~~
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Notes to the financial statements wommeq

accounted for using the merger accounting method

Subsidianes are entities controlled by the Group Subsidianes
are fully consolidated from the date on which controf 1s
transterred to the Group They are de-censolidated from the
date that control ceases The acquisiion method 1s used to
account for the acquisition of subsidianes The cost of an
acquisition 1s measured at fair value of the assets and equity
instruments acquired, and the kabihties incurred or assumed
at the date of exchange The constderation transferred
includss the fair value of any asset or hability resulting from a
contingent consideration arrangement

Any cantingent consideration i1s recogrused at fair value at
the acquisition date Subsegusent changes to the fair value of
the contingent consideration that 1s deemed to he an asset
or a liability is recognised in accordance with |AS 39 either in
profit or loss or as a change in other comprehensive income
The unwinding of the discount on contingent considaration
labilities 1s recognised as a finance charge within profit or
loss

Acquisition related costs are expensed as incurred

The Group measures goodwill at the acquisition date as the
excess of the fair value of the consideration transferred, plus
the racogmsed amount of any non-controlling interests, less
the recogmsed amount of the identifiable assets acquired
and Liabiities assumed If this consideration is lower than the
fair value of the net assets of the subsidiary acquired, the
difference is recognised in profit or loss

Where necessary, adjustments are made to the financial
statements of subsidianes to bring the accounting policies
used nto ine with those used by other members of the

Group All significant intercompany transactions and balances
between group entities are eliminated on consolidation

Associates are all entities over which the Group has
significant influence but not controt over the financial and
operating policies Significant influence i1s presumed to exist
when the Group holds between 20% and 50% of the voting
nghts References to joint venture agreesments do not refer

to arrangements which meet the defimition of joint ventures
under IAS 31 “Interests in Joint Ventures”™ and therefore these
Financral Statements do not reflect the accounting treatments
required under IAS 31

tnvestments in associates and jontly controlled sntities are
accounted for using the equity method of accounting and are
initially recogmised at cost

The Group's share of its associates’ post-acquisition profits
or losses 1s recognised in profit or loss, and its share of post-
acquisition movements in reserves Is recogmsed in other
comprehensive income The cumulative post-acquisition
movements are adjusted agatnst the carrying amount of the
mvestment

When the Group's share of losses exceeds its interest in
an equity-accounted investee the carrying amount of the
investment, including any other unsecured receivables, 1s
reduced to zero, and tha recognmion of further losses s
discontinued, unless the Group has incurred obligations or

Unreahsed gains on transactions between the Group and
equity-accounted investees are ehlminated to the extent of the
Group's interest in the investee Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred

Accounting poficies of equity-accounted investees have
been changed where necessary to ensure consistency with
the policies adopted by the Group Dilution gains and losses
ansing in investments in equity—accounted investees are
recogrusad in profit or loss

Transactions with non-controlling interests that do not result
n loss of control are accounted for as equity transactions
Gains or losses on disposals to non-controlling interests are
recorded in equity

2 3 Foreign currency translation

(a) Functiona! and presentation currency

ltems included in the financial statements of each of the
Group's entities are measured using the currency of the
primary economic environment in which the entity cperates
(the 'functional currency’) The consalidated financiat
staterments are presented in sterling, which is the Group's
presentation currency

(b)Transactions and balances

Foreign currancy transactions are translated into the
functional currency using the exchange rates prevaling at
the dates of the transactions Foreign exchange gains and
losses rasulting from the settlerment of such transactions and
from the translation at year-end exchange rates of monetary
assets and habihties denominated in foreign currencias are
recogmsed in profit or loss

(c) Group companies

The results and financial position of all the Group entiies
{none of which has the currency of a hypennflationary
economy) that have a functional currency different from the
presentation currency are translated into the presentation
currency as follows

{1} assets and habilittes for each statement of financizl
position presented are transtated at the closing rate at the
date of that statement of financial position

(1) ncome and expenses in profit or toss for each statement
of comprehensive iIncome presented are translated at
average exchange rates (unless this average 1s not a
reasonable approximation of the cumulative effect of the
rates prevailling on the transaction dates, in which case
ncome and expenses are transtated at the dates of the
transactions), and

{m}) ail resulting exchange differences are recognised
in other comprehensive income On consolidation,
axchange differences ansing from the translation of the
net investment in foreign entities, and of rnonetary items
recevable from foreign subsidianes for which settlement
15 neither planned nor hkely to occur in the foreseeable
future are teken to other comprehensive income Whan a
foreign operation 1$ sold, exchange differences that were

- - —recorded n equily are recognised in profit or loss as part

of the gain or loss on sale
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2 4 Property, plant and equipment

Fixtures and equipment are measured at cost less
accumulated depreciation and accumulated impairment
losses

Depreciation 1 charged so as to write off the cost of assets
over their astimated usaeful lives, using the straught-line
method, on the {ollowing bases

Motor vehicles 25%
Field squipment 33%
Furmture & fithings 20% - 33%
Office and computer equipment 25% - 33%
Software 33%

2 5 Intangible assets

(a) Goodwill

Goodwill that anses on the acquisition of subsidianies 1s
presentad with intangible assets and subsequently itis
measured at cost less accumulated impairment losses

(b)Exploration and evaluation assets

The Group recogrises expenditure as exploration and
evaluation assets when it determines that those assets

will be successful in finding specific mineral resources
Expenditure included in the initial measurement of exploration
and evaluation assets and which are classified as intangible
assets relate to the acquisitton of rights to undertake
topographical, geological, geochemical and geophysical
studies, exploratory dritling, trenching, sampling and cther
activities to evaluate the technical feasibility and commercial
viability of extracting a mineral resource

2 6 Segment reporting

Cperating segments are reported n a manner consistant
with the internal reporting provided to the chief operating
decision makers The chief operating decision makers, who
are responsible for allocating resources and assessing
performance of the operating segments, have been identiied
as the exacutive Board of Directors

2 7 Impairment of non-financial assets

Exploration and evaluation assets with indefinite useful
aconomic hves are assessad for impatrment annually

The assessment 1s carnied out by allocating exploration

and evaluation assets to cash-generating units, which are
based on specific projects or geographical areas Where

the exploration far and evaluation of mineral resources in
cash-generating units does not lead to the discovery of
commercially viable quantihes of mineral resources and the
Group has decided to discontinue such activities at that und,
the associated expanditures will be written off to profit or loss

in assessing the carrying values of its major exploration and
evaluation assets, the Directors have used five year cash flow
projections for each of the projects where a JORC - comphant
resource has been calculated, namely Altintepe {583,100

oz Au), Oksiit (1,047,872 oz Au) and Muratdere (204,960 oz
Au) The projections are based on a market value for gold

of US$1,500 per ounce, recovery.rates of 80%-90%, cash_
operating costs of $415 per ounce and a discount rate of

10% and the calculations have been tested for sensitivity

to changes in the key assumptions The cash break-even
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pont for all three projects at a market value for gold I1s
approximately $500 per ounce

Certain of the other exploration projects are at an early stage
of devetopment and no JORC-comphant resource estimate
has been completed In these cases the Directors have
assessed the imparment of the projects based on future
exploration plans and estimates of geclogical and ecoenomic
data The Board does not believe that the key assumptions
will change so as to cause the carrying values to exceed the
recoverable amounts

To date imparment losses recognised have followed the
decisicn of the Board not to continue exploration and
avaluation activity on a particular project icence area where
it 15 no lenger considered an economically viable project

or where the underlying exploration licence has been
relinquished

Assets that are subject to amortisation and depreciation

are reviewed for impairment whenever events or changes

in circumstances indicate the carrying value may not be
recoverable If any such indication exists, the recoverable
amount of the asset 1s estimated n order to determine the
extent of the impairment loss (if any) For the purposes of
assessing imparrment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows
{1 e cash-generating units) If the recoverable amount of an
asset 1s estimated to be less than s carrying amount, the
carrying amount of the asset 1s reduced to its recoverable
amount Impairment losses are recognised as an expense
immediately Where an impairment loss subsequently
reverses, the carrying amount of the asset 1s increased to
the revised estimate of ts recoverable amount, but so that
the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment
loss been recognised for the asset in prior years A reversal
of an impairment loss 1s recognised as i1ncome immediately,
unless the relevant asset s carned at a revalued amount, in
which case the reversal of the i/mpairment foss 1s treated as a
revaluation \ncrease

2 8 Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in
hand, and demand deposits with banks and other financial
institutions

2 9 Financial instruments

(a)Classification

The Group classifies its financsal assets in the following
categones at fair value through profit or loss, loans and
receivables, and avalable-for-sale The classification
depends on the purpose for which the financial assets were
acquired Management determines the classification of its
financial assets at imtial recogmition

() Financial Assets at Fair Value Through Profit or Loss
Financial assets at fair value through profit or loss are
financial assets held for trading A financial asset 1s
classified in this category if acquired prnincipally for the
purpose of selling in the short term

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
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in an active market They are included in current assets,
except for maturities greater than 12 months after the
end of the reporting pertod These are classified as
non-current assets The Group’s loans and receivables
compnse Trade and Other Raceivables and Cash and
Cash Equivalents in the Statement of Financral Position

{m) Availabla-for-Sale Financia! Assets
Avallable-for-sale financial assets are non-denvatives that
are either designated in this category or not classified in
any of the other catagones They are included (n non-
current assets unless management intends to dispose
of the asset within 12 months of the end of the reparting
penod

{b)Recognition and Measurement

Regular purchases and sales of financial assels are
recognised on the trade date — the date on which the Group
commits to purchasing or selhng the asset Investments are
initially recognised at fair value plus transaction costs for all
financial assets not carned at fair value through profit or loss
Financial assets carned at farr value through profit or loss are
imhally recognised at far value, and transaction costs are
expensed in profit or foss  Financial assets are derecognised
when the nghts to receive cash flows from the investments
have expired or have been transferred, and the Group has
transferred substantially all of the nsks and rewards of
ownership Avallable-for-sale financial assets and financial
assets at fair value through profit or loss are subsequently
carried at farr value Loans and receivables are subsequently
carried at amortised cost using the effective interest method

Gains or losses ansing from changes in the fair value

of financial assets at far value through profit or loss are
presented in profit or loss within “Other income/(losses)” In
the period in which they arise

Changes in the farr value of monetary and non-monetary
secunties classihed as available-for-sale are recogmised in
other comprehensive income

Whaen securities classified as available-for-sale are sold or
impaired, the accumulated fair value adjustments recognised
in equity are included in profit or loss as “gains and losses
from investment securnties”

{c) Offsetting Financial Instruments

Financial assets and liabilihes are offset and the net amount
reported in the Statement of Financial Posiion when there is
a legally enforceable nght to offset the recognised amounts
and thers 1s an intention to setile on a net basis, or realise the
asset and settle the hability simultaneously

{d)Impairment of Financial Assets

(1) Assets Carned at Amortised Cost
The Group assesses at the end of each reporting perniod
whether there I1s objective evidence that a financial asset,
or a group of financial assets, 1s impawred A financial
asset, or a group of financial assets, 1s /mpaired, and
impairment losses are incurred, only if there 1s objective
evidence of impairmeant as a result of one or more events
that occurred after the inikal recognition of the asset (a
“toss event”), and that loss event (or events) has an impact
on the estimated future cash flows of the financial asset, or

- -— - group of financial assets, that can be reliably estimated - - —to iIncome taxes levied by the same taxation authordy and the

For the loans and receivables category, the amount of the
loss 1s measured as the difference between the asset’s
carrying amount and the present value of estimated future
cash flows {excluding future credit losses that have not
been incurred), discounted at the financial asset’s onginal
effective interest rate  The asset's carrying amount i1s
reduced, and the loss 1s recogrused in profit or loss Ifa
loan or held-to-matunty investment has a vanable interest
rate, the discount rate for measuring any impairment loss
1s the current effective interest rate determined under

the contract  As a practical expedient, the Group may
measure iImparment on the basis of an instrument’s fair
value using an observable market price

If, in a subsequent pericd, the amount of the imparrment
loss decreases and the decrease can be related
objectively to an event occurning after the imparrment
was recognised (such as an improvement in the debtor’s
credst rating), the reversal of the previously recognised
impairment loss 1s recognised in profit or loss

{n) Assets Classified as Availlable-for-Sale
The Group assesses at the end of each reporting pertod
whether there 15 objective evidence that a financial asset,
or a group of financial assets, 1s impaired A signsficant or
prolonged declhine in the fair value of the secunty below
its cost 1s also evidence that the assets are imparred If
any such evidence exists for available-for-sale financial
assets, the cumulative loss — measured as the difference
between the acquisition cast and the current fair value,
less any impairment loss on that financial asset previously
recognised in profit or loss —1s removad from equity and
recognised in profit or loss Impatrment losses recognised
in profit or loss are not reversed through profit or loss

2 10 Held-for-sale assets

Held-for-sale agsets compnse exploration and evaluation
costs of exploration projects previously treated as non-current
intangible assets where thetr carrying value is to be recovered
principalty through a sale trensaction and a sale 1s considered
highly probable Held-for-sale assets are stated at the lower of
carrying amount and fair value less costs to sell Imparment
losses are recognized in profit or loss

2 11 Deferred income tax

Defarred tax 1s accounted for using the hability method 1n
respect of temporary differences ansing from differences
betwaen the carrying amount of assets and habilires 1n the
financial statements and the corresponding tax bases used
n the computation of taxable profit In prninciple, deferred tax
habilities are recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that it 1s
probable that taxable profits will be available against which
deductible temporary differences can be utiised

Deferred tax 1s calculated at the tax rates that are expected to
apply to the period when the asset ss realised or the hability
settled Deferred tax 1s charged or credited in profit or loss,
except when it relates to items credited or charged directly

to equity, in which case the deferred tax i1s also dealt with in
equity

Daferred tax assets and labilites are offset when they relate

Group intends to settte its current tax assets and liabilihes
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on a net basis No hability to UK corporation tax arose on
ardinary activities for the current penod or prior periods The
Group has losses to be camed forward on which no deferred
tax asset I1s recognised Deferred tax assets are recognised
on tax losses carred forward to the extent that the realisation
of the related tax benefit through future taxable profits i1s
probable

2 12 Share-based payments

The fair value of the services received from employees and
third parties in exchange for the grant of share options 1s
recognised as an expense The fair value of the options
granted 1s catculated using the Black-Scholes pricing model
and is expensed over the vesting period At each reporting
penod the Group revises its estimate of the number of options
that are expected to become exercisable It recognises the
impact of the revision of original estimates, if any, in profit

or loss, and a corresponding adjustment to equity over the
remnaning vesting period

The proceeds raceived net of any directly attnbutable
transaction costs are credited to share capital {nominal value}
and share prermum when the options are exercised

2 13 Share capital

Ordinary shares are classified as equity Incremental costs
directly atinbutable 1o the 1ssue of new sharas or options are
shown in equity as a deduction from the proceeds

214 Trade receivables

Trade receivables are amounts due in the ordinary course of
business If collection is expected in one year or less, they
are classified as current assets If not they are presented

as non-current assets Trade receivables are recogrised
inttially at fair value, and subsequently measured at amortised
cost using tha effective interest method, less provision for
impairment

2 15 Trade payables

Trade payabies are obligations to pay for goods and services
that have been acquired in the ordinary course of business
Accounts payable are classified as current lrabilities if
payment 1s due within one year or less (or in the normal
operating cycle of the business if langer) H not, they are
presented as non-currant liabihties Trade payables are
recognised inihially at fair value, and subseqguently measured
at amortised cost using the eHective interest method

In order to maintain or adjust the capital structure, the
Company may adjust the amount of dividends paid to
shareholdars, return capital to shareholders, or 1ssue new
shares

3. Risk management

The Group's operations expose it to a number of nsks The
Drirectors’ approach to the management of these nsks 1s as
follows

31 Financial nsk management

The main inancial rnisks facing the Group are the availability
of adequate funding, movements in interest rates and
fluctuations in foreign exchange rates Constant monitoring
of these rnsks ensures that the Group 15 protected against any
potential adverse eftacts of such nsks so far as it is possible
and foreseeable The Group only deals with hugh-quality
banks It does not hold derivatives, does not trade in financial
instruments and does not engage in hedging arrangements

In keeping with simitar sized rmineral exploration groups, its
continued future operations depend on the ability 10 raise
sufficient working capital The Group finances itse!f through
the 1ssue of equity share capital and has no borrowings
Management monitors its cash and future funding
requirements through the use of ongoing cash flow forecasts
All cash, with the exception of that requirad for immaediate
warking capital requirements, 1s held on short term deposit

The Group's only exposure to interest rate fluctuations 1s
restricted to the rates earned on its short term deposits
These deposits returned an interest rate of between 0 6% and
1 9% dunng the past year

The Group operates internationally and 1s exposed to foreign
axchange nisk ansing from vanous currency exposures,
primanly with respect to the Turkish Lira, Ethhoman Birr

and US Dollar Foreign exchange nsk anses from future
commercial transactions and net mvestments i1n foreign
operations The Group does not hedge its expasure to foreign
currencies and recognises the profils and losses resulting
from currency fluctuations as and when they arise

The Group's iquidity nsk 1s considered to be insignificant
The Group does not enter into commitments for exploration
expenditure Other expenditure 18 monitored through cash
flow forecasts

The Gompany will continue to make substantial expenditures
related to its exploration and development activities The
financial exposure of the Group has been substantially
reduced as a result of entenng into agreements with third
parties The Group’s policy for the funding of additional costs
15 primarily though equity 1ssues

3 2 Capital nsk management

The Company's objectives when managing capital are to
safeguard the Company’s ability to continue as a going
concern, in order to provide returns for shareholders ang
benefits for other stakeholders, and to maintain an optimal
capital structure to reduce the cost of capital

In order to maintatn or adjust the capital structure, the
Company may adjust the amount of dwdends paid to
shareholders, return capital to shareholders, or 1ssue new
shares
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4. Critical accounting estimates and Judgments

{1) Faur Value Estimation

The preparation ¢f the financial statements raguires
management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure
of contingent assets and Labilities at the reporting date
Actual results may vary from the estimates used to produce
these financial statements The most significant jJudgment for
the Group ts the assumption that exploration at the various
sites will ultimately lead to a commercial mining operation
Failure to do so could lead to the write-ofi of the Intangible
assets relating to the particular site, see Note 2 7

The Group 1s subject {o income taxes in numerous
junsdictions Judgement ts required in determinming the
worldwide provision for such taxes The Group racognises
habiliies for anticipated tax 1ssues based on estimates of
whether additional taxes will be due Where the final tax
outcome of these matters s different from the amounts that
were initiatly recorded, such differences will affect the current
and deferred income tax assets and labilities in the penod

in which such determination 1s made A defaerred tax asset of
£172,212 has been recognised n raspect of temporary timing
differences relating to the Group's intangible assets Should
these timing differences not reverse, the Group may need to
revise the carrying value of this asset

Estimates and judgements are continually evaluated and

arae based on histoncal expertence and other factors,
including expectations of future events that are believed to be
reasonable under the circumstances

5. Segment reporting

The Tarr value of the Group's Financial assets at fair value
through profit or loss amounting to £217,466 (2010 ril)

1s the unadjusted bid price quated on the London Stock
Exchange as at 31 December 2011

(1

=

Acquisition of Subsidiary and estimatsd imparment

of goodwill

The cost of the acquisition of Silvrex Limited includes a
deferred consideration of £3,820,000 which 1s contingent
on the discovery of no less than 500,000 oz gold within
three years at any of the acquired licence areas The
Directors have assessed the probability of actieving this
as 10% based on the information available &t the time
and using their expernence as qualified geologists The
resulting number has been discounted to present value
This has given nse to goodwill of £626,546 The terntones
in which the licences are located are known to have the
potential for major gold and prectous metal discoveries
and the Directors consider this level of goodwill a fair cost
1o gain access to the terntories and to the knowledge and
expenence of the semor staff of Silvrex Limited

The Group assesses at the end of each reporting period
whether there 15 objective svidence that the goodwill,

15 impaired, or that the deferred consideration requires
recalculating Any reduction in the value of the goodwiit or
ncrease in the deferred consideration will be included n
profit or loss

The Company's main exploration operations are located in Turkey and East Africa In Dacember 2011 the Company started
operations in West Africa through the acquisthion of Silvrex Limited (see note 8) The Group's head office 1s located in the

UK and provides corperate and support services to the Group and researches new areas of exploration opportunities The
management structure and the management reports received by the Directors and used to make strategic decisions refiect the

spiit of operations

The allocation of assets and habilitios by segment s as follows

Exploration UK Support Offsetting Group
Turkey East Afnca West Afnca & other adjustments Total
£ £ £ £ £ £
At 31 Decembar 2011
Intangible assets 2,104,600 1,582,245 608,715 - - 4,295,560
Goodwil - - 926,546 - - 926,546
Furnrture, fittings and 52,616 143,307 - 3,704 - 199,627
egquipment
tnvestment in associate 335,263 - - - - 335,263
Other assets 1,253,741 608,050 9,999 8,891,255 (5,820,208) 4,942 837
Liabilities (3,549,860) (3,027,144) (407,834) (1,260,672} 5,820,208 {2,425,502)
Net assets 196,260 (693,542) 1,137,326 7,634,287 - 8,274,331
Additions to turniture,
fittngs and equipment 12,407 40,223 - 3,504 - 56,224




Exploration UK Support Offsetting Group
Turkey East Afnca West Africa &other  adjustments Total
£ £ £ £ £ £
At 31 December 2010
Intangible assets 2,077,466 445,300 - - - 2,522,766
Furniture, fittings and 91,667 163,761 - 2,556 - 257,984
equipment
Investment in associate 376,645 - - - - 376,645
Other assets 1,591,619 162,517 - 4,444,522 (3,382,194) 2,816,464
Liabiltes (3,659,116) (1,038,190) - (101,471) 3,382,194 (1,416,583)
Net assets 478,261 (266,612) - 4,345,607 - 4,557,276
Additions to furniture,
fitings and equipment 20,783 164,612 - 402 - 185,797
The capitalised cost of the principal projects and the addiions dunng the year are as follows
Capitalised cost Addions in year
2011 2010 201 2010
£ £ £ £
Turkey
Altintape 850,854 898,432 118,373 (171,696)
Muratdere 631,628 335,927 443,834 145
Oksut 509,424 617,017 - 28,951
Hasangelsbt 110,172 133,441 - -
Altuntusar 2,522 92,649 - 21,407
Konya - - - 45,503
Other - - - 59,336
Total 2,104,600 2,077,466 562,207 {16,354)
East Africa
Blackrock 680,548 - 690,548 -
Shehagne 480,455 193,631 286,824 98,326
Tendzaho 167,636 95,036 72,600 89,572
Tigray 116,466 108,334 8,132 108,334
Abi Adi 58,256 13,269 44,987 13,269
Dyibouty 18,728 18,496 - 18,729
Other 50,156 16,534 34,321 16,534
Total 1,582,245 445,300 1,137,412 344,764
Wast Africa
Dalafin 480,879 - 480,879 -
Mauntania 127,836 - 127,836 -
Total 608,715 - 608,715 -
Total Intanglble assets 4,295,560 2,622,766 2,308,334 328,410

Intangible assets are net of funds received from the Company's partners under various joint venture agreemants and amount to

£2,770,489 (2010 £1,359,038)
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The allocation of losses for the year by segment 1s as follows

Exploration activities

UK Support Group
Turkey East Africa Woest Africa & other Total
£ £ £ £ £

2011
Administration expenses (804,548) (639,022) (11,207) (5628,407) {(1,983,184)
Depreciation charge (5,897) (34,220) - {2,210) (42,327
Impairment losses (83,747) - - - {83,747)
Other iIncome/(losses) 60,038 - {53,506) 619,723 626,255
Finance income - - - 23.478 23,478
Exchange gains/{losses) 7,470 (32,114) - 300,800 276,256
Associate company (139,176) - - - (139,176)
Gain on acquisition of subsidiary - - - 805,068 805,088
Intercompany charges (113,996) {172,699) - 286,695 -
Income tax 79,449 - - (6,569) 72,880
Loss for year {1,000,407) (878,055) (64,713) 1,498,678 {444,497)

2010
Administration expenses (800,834) (324,834} - (575,352) (1,701,020)
Depreciation charge (18,196) {4,832) - (9,689) 32,817)
Impairment losses {58,656) - - - (58,656)
Qther Income/(losses) 57,991 (8,783) - 75,837 125,045
Finance income - - - 21,965 21,965
Assoclate company (134,305) - - - (134,305)
Loss on sale of subsidiary - - - {1,095,880) (1,095,880)
Intercompany charges (120,284) {68,521} - 188,805 -
Income tax (8,373) - - - {8.373)
Loss for year (1,082,657) {407,070) - {1,394,314) (2,884,041)

Costs and labiibes are allocated based on the nature of the underlying transaction Assets are allocated based on where they
are located Transactions between segments are recorded at cost

6. Acquisition of subsidiaries

Silvrex Limited

On 22 December 2011 the Company cbtamed total control of Silvrex Limited, a private UK company with a prospective gold
portfolio in Senegal and Mauntania The portfolio comprises an option to acquire 75% of the Dalafin gold project in Senegal,
and four wholly-owned hcences in Maunitarnia

Stratex has been successful in recognising under-developed target areas and in evaluating their prospectivity in both Turkey
and East Afnca The acquisition of Silvrex provides the Company with an exciting new opportunity to apply the same approach

to a relatively undeveloped region of West Africa and adds another geographical dimension to the existing portfolio

No profit or loss from Silvrex has been included in the Group's results for the current year If the acquisihon had occurred on 1

January 2011, the Directors estimate that Silvrex would have contributed losses of £5608,407 1o the Group's results

Detalls of the consideration

£
Issue of 10,619,456 ordinary shares 743,362

—-— Defemedconsideration— — — —— T T T T T T T T T T oo TS oo o mm— —— e m e 361,797
Totai 1,105,159
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__shareholding to 4¢ 5% An increase of £118,800 in equity has been recognised as a result of the transaction

The liability of £743,362 relating to the acquisition was met through the 1ssue of shares at a isted share price of £0 07 per share

The Company has agreed to pay the selling shareholders an additional consideration of £3,820,000 and settle certan
outstanding loans of £76,159 on identification of a JORC-comphant resources of not less than 500,000 oz gold n esther of the
Dalatin licence or the four Mauntanian licences before 31 December 2014 A fair value of £361,797 has been placed on the
contingent consideration based on the Directors assessing the probablity of the resource figure being achieved of 10% and a
discount rate of 2 75% per annum

Assets and habilites acquired

£
Intangible assets {note 14} 608,715
Cash and cash equivalents 3,792
Prepayments and other current assets 6,207
Deferred tax payable (88,681)
Loans and cther payables (161,430)
Indebtedness to Stratex International Pic (154,280)
Accruals (3,543)
Total 210,780
Goodwlll was recognised as a result of the acquisition as follows
£
Total consideration 1,105,159
Pre-exisiting cost of investment in Siivrex Limited 32,167
Fair value of net assets acquired (210,780)
Total 926,548

Acquisition-related costs of £53,506 have been charged to administration expenses in the Statement of Comprehensive Income
for the year ended 31 December 2011

The potential undiscounted amount of all future payments that the Group could be required to make under this arrangement 1s
between £nil and £3,896,159

The fair value of the acquired identrfiable intangible assets of £608,715 1s based on the Director's valuation

The goodwill is attnbutable to the cost of gaining access to the region and having available the local knowledge cof, and

good relahonships established by, the Silvrex exploration team West Africa i1s an exciting gold region that the Board has
been interested in for some time The acquistion of Silvrex provides the Company with an idea! opportunity to replicate the
successfut approach adopted in East Africa by leveraging an existing well established local operation to explore for additicnal
greenfield exploration prospects None of the goodwill recognised 1s expected to be deductible for tax purposes

RIft Resources PLC

On 28 September 2011 the Company aquired a 66 7% interest in Rift Resource PLC, a UK company newly-formed duning 2011
for the purpose of exploring for potash and other industirial minerals in Ethiopia

The existance of potash has been identified on one of the Company's existing licenced areas in the Afar region of Ethiopia and
the Company has acquired a licence to exploit the potash The Company's focus 1s solsly precious and base-metal exploraticn
and, as potash is not considered a core product, the licence has been assigned to Rift Resources PLC as total consideration
for ts shareholder interest A fair value of £20,000 has been placed con the value of the icence and the shares acquired No
goodwill 1s included 1n the investment

At the time of acquisition, Rift had no assets or habilities other than cash amounting to £2,002

Subsequent to the acquisthon, additional shares were issued for the total proceeds of £250,000, thereby reducing Stratex's

As at 31 December 2011, Rift Resources PLC was under the control of the Company as two of its four directors are directors of
Stratex and the Company had control of its operating policies
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The loss for the period since incorporation and ncluded 1n the Group's results for the current year 1s £15,582

7. Operating loss

The Group operating loss for the year i1s stated after the following

2011 2010
£ £
Auditor's remunaration
Fees payable for the audit of parent and consohdated financral statements 37,896 31,075
Tax and other services pursuant to legislation 3,180 2,926
Depreciation of tangible assets 42,327 32,817
Finance income 23,478 21,965
Impairment losses on intangible assets 83,747 58,656
8 Other income/(losses)
2011 2010
£ £
Cther incoms 291,513 61,489
Exchange gains and losses 276,256 63,556
Change In value of financial assets {note 16) (69,733) -
Change in value of held-for-sale assets (note 22) {69,218) -
Profit on sale of financial assets (note 16) 527,199 -
Costs associated with the acquistions of subsidiary company (note 6) {53,506) -
Total for year 902,511 125,045
9. Expenses by nature
2011 2010
£ £
Personal expenses 676,218 496,130
Exploration related expenses 445,005 776,206
Legal and professtonal expenses 281,187 232,917
Depreciatton expense 42,327 32,817
Other expenses 580,774 195,767
Total for year 2,025,511 1,733,837
10 Personal expenses
2011 2010
£ £
Wages and salaries 508,357 422,775
Social secunty costs 67,056 31,766
Share options granted to Directors and employees 92,378 36,449
Employee benefits-in-kind 3,604 3,658
Employee termination benefits 4,823 1,482
Total for year 676,218 496,130
"~ " Average number of employees, including Directors ~ e T . I 4




The amount of wages and salaries capitalised during the year as part of intangible assets and not included above 1s £509,183
{2010 £93,817)

Employes termination benefits relate to Stratex Madencilik Sanayl Ve Ticaret Lid St and have been calculated using the
projected unit credit method

11. Directors' remuneration

Salary Fees Bonus Share options Benefits Total
£ £ £ £ £ £

2011
C Hall 6,367 32,905 15,000 9,062 - 63,334
Dr R Foster 109,235 - 25,000 25,865 1,801 161,901
P C Ashwood 94,206 - 25,000 22,186 1,803 143,165
D J Hall 111,335 - 25,000 8,903 - 145,238
P Addisen 6,000 32,575 10,000 11,718 - 60,203
327,143 65,480 100,000 77,734 3,604 573,961
Satary Fees Bonus Share options Benefits Total
£ £ £ £ £ £

2010
C Hall 5,700 20,675 - 9,164 - 35,539
Dr R Foster 101,614 B - 4,075 1,768 107,457
P C Ashwood 82,982 - - 4,079 1,890 88,951
D J Hall 73,221 - - 4,083 - 77,314
P Addison 5,700 15,300 - 9,943 - 30,943
269,217 35,975 - 31,354 3,658 340,204

The Company does not operate a pension scheme and no contributions have been made to pensions schemes during the year
(2010 nif)

12. Income tax

Analysis of Income tax (expensa)/credit

2011 2010

£ £

UK corporation tax charge for the year - -
Foreign tax

Current tax charge for the year {6,569} -

Deterred credit/(expense) for the year 79,449 (8,373)

Total tax on loss for the year 72,880 {8,373)

The Group doss not anticipate a corporation tax charge for the year due to the availability of tax losses The Group did not
recognise deferred iIncome tax assets of approximately £1,502,000 (2010 £1,177,000) These were in respect of UK [osses
amounting to approximately £4,686,000 (2010 £3,616,000), losses in Turkey of approximataly £1,393,000 (2010 £976,000),
and losses in Dpbouti of approximately £161,000 (2010 £93,000) These losses can be carned forward and used against future
taxable iIncome at rates of 26 25%, 20%, and 25% respectively
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Raconcikation of current tax

2011 2010
£ £
Loss before tax (617.377) (2,875,668)
Current tax credit at 26% (2010 28%) (134,518) (805,187)
Effects of
Expenses not deductible for tax purposes 127,654 347,866
Non-taxable income {305,215) -
Caprtal allowances in excess of depreciation (3,090) (25,559}
Tax losses camed forward - UK 184,134 244,656
Tax losses carned forward - outside UK 131,035 238,224
Overseas tax charge (6,569) -
Ongination and reversat of temporary differances 79,449 (8,373)
Tax credit/(charge) 72,880 (8,373)
13 Furniture, fittings and equipment
Motor Field Office Furniture
Group Vehicles Equipment and Equpment Total
£ £ £ £
Cost or valuation
At 1 January 2010 63,947 14,326 211,138 289,409
Exchange movements (380) (22) (75) @477
Additions 129,354 16,898 39,545 185,797
Disposals . (116) (1,084) {1,180)
At 31 Decembar 2010 192,921 31,086 249,542 473,549
Exchange movements {10,555) (433) (33,538) {44,526)
Addtions - 26,771 20,453 56,224
Disposals - - (2,583) (2,583}
At 31 December 2011 182,366 57,429 242,874 482,664
Depreciation
At 1 January 2010 {22,320) {1,197} (109,691) {133,208)
Exchange movements 389 (191} 1,026 1,224
Additions (24,427) (6,677) (52,840) (83,944)
Disposals - 42 a 383
At 31 December 2010 {46,358) (8,023) {161,184) (215,565)
Exchange movements 6,803 156 24,020 31,079
Addions (43,736) (15.600) {41,582) (100,918)
Disposals - - 2,367 2,367
At 31 December 2011 (83,191) (23,467) (176,379) (283,037)
Net Book Value
at 1 January 2010 41,627 13,129 101,445 156,201
at 31 Dacember 2010 146,563 23,063 88,358 257,984
at 31 December 2011 99,175 33,957 66,495 199,627

During the year £58,681 (2010 51,127) of the charge for deprectation was transferred to Intangible Assets Depreciation
expense of £42,237 {2010 £32,817) was mcluded in loss for the year
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Motor Field Office Furniture

Company Vehicles Equipment and Equipment Total

£ £ £ £
Cost or valuation
At 1 January 2010 - 12,425 43,974 56,399
Additions 43,125 3,346 8,083 54,554
Transter to subsidiary company {43,125) {(15,771) (23,077} (81,973}
At 31 December 2010 - - 28,980 28,980
Additions - - 3,594 3,594
Disposals - - (2,583) (2,583)
At 31 December 2011 - - 29,991 29,991
Depreciation
At 1 January 2010 - (584) (23,861) {24,445)
Addmions {898) (2,460) (6,363) {9,721)
Transfer to subsidiary company sas 3,044 3,800 7,742
At 31 December 2010 - - (26,424) (26,424)
Addions - - (2,230} (2,230)
Disposals - - 2,367 2,367
At 31 December 2011 - - (26,287) (26,287}
Net Book Value
at 1 January 2010 - 11,841 20,113 31,954
at 31 December 2010 - - 2,558 2,558
at 31 December 2011 - - 3,704 3,704

14. Intangible assets and Goodwill

The goodwill anses from the acquisition of Silvrex Limited (see Note 6)

Exploration assets represent the cost of evaluating and development of the Group's exploration projects and are net of funds
received from the Group's partners under various joint venture agreements, amounting to £2,770,489 {2010 £1,359,038)

Exploration

Group Goodwill assels Total

£ £ £
Cost or valuation
At 1 January 2010 - 3,607,182 3,607,182
Exchange movements - 89,141 89,141
Addrtions - 328,410 328,410
Impairment wiite-offs - (58,656) (58,656)
Disposal - (1,316,288) (1,316,288)
Transter to intangible assets held for sale - (127,023) (127,023)
At 31 December 2010 - 2,522,766 2,522,768
Exchange movements - (451,793) (451,793}
Addrions - 1,699,619 1,699,619
Acquisition of subsidiary comparues (note8) - - —-- —--- - — - —928,546 - —— —-g0B,715 ~~ ~ ~ 1,535,261
Impairment write-ofts - (83,747) (83,747}
At 31 December 2011 926,548 4,295,560 5,222,106
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The impairment write-offs represent the wrniting down to nil carrying value for those projects where the Directors have decided
that no further exploration or evatuation work will be undertaken as these projects are no longer considerad economically
viable The Board considers there 1s no change in value of the goodwill between the acquisitton date of 22 December 2011 and
the year end

Exploration I
Company assets Total I
€ £
Cost or veluation
At 1 January 2010 100,769 100,769
Transfer to subsidiary company (100,769) {100,769)

At 31 December 2010 and 2011 - -

15. Investments accounted for using the equity method

|
The Group owns 45% of NS Madencilik Sanay ve Ticaret AS and invested an additional £153,659 in the company during the ‘
\

year

2011 2010
Group £ £
At 1 Jenuary 376,645 -
Exchange movements (55,865) (31,576)
Addions at farr value 153,659 542,526
Share of losses (139,176) (134,305)
At 31 December 335,263 376,645

NTF Inseat Ticaret Ltd Sti, the major sharehclder in NS Madencilik Sanay: ve Ticaret AS, notified the Company on 26 July 2011
that they would not be proceeding with the development of the Altintepe project and under the terms of the agreement dated 12
June 2009 the ownership of the joint-venture company Altintepe Madencilik Sanay ve Ticaret AS was transferred fully to Stratex
Gold AG for nil cost, and the debt owad to NSM by Stratex Gotd AG, amounting to £805,068, was waived Under the same
agreement, Stratex’s shareholding in NS Madsncilik Sanay ve Ticarel AS was reduced to 45% from 46% as a result of the NTF
achieving the funding commitment on the Infice project The investment in NSM 1s not impaired as a result of the above

Summary financial Information of NSM |, not adjusted for the percentage ownership held by the Group, 18

Exploration Net current  Group share of  Group share of

Ownership Assets Assels net assets loss

Group £ £ £ £ £
At 31 Decomber 2010 46% 1,609,144 331,492 542,526 (134,305)
At 31 December 2011 45% 1,714,627 40,172 585,246 (139,176)

16. Financial assets at fair value through profit or loss

2011 2010
Group and Company £ £
At 1 January - -
Additions 287,199 -
Change tn far value (69,733) -
At 31 December 217,466 -

During the year the Company exercised its warrants in Sheba Exploration (UK) at & cost of £40,000 The Company’s nterest
in Sheba Exploration {UK) Ltd was subsequently acquired by Centamin Egypt Ltd in return for £320,000 in cash and 266,666
ordinary shares in Centamin Egypt Ltd (see note 17) The shares in Contamin Egypt Ltd are histed on the London Stock
Exchange and the market value at the date of acquisition was £287,199 The market value as at 31st December 2011 is £217,466
— — ~ - ~~ The adjustment in the vatue of the shares has been recognised in Other Income/{Losses) in profit or loss fortheyear™ -~ — =~ ="~ —~= =~
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17. Investments

2011 2010
Group and Company £ £
At 1 January 72,167 40,000
Additions (note 16) 40,000 32,167
Disposal (note 16) {80,000} -
Re-classrfied to Investments in subsidianes (note 18) (32,167} -
At 31 December - 72,167

As a result of the acquisition of the entire share capital of Sitvrex Limited (see Note 6) the cost of the enginal holding of £32,167

has been reclassified to Investment in subsidianes

18. Investments in subsidiaries

Cost of shares in subsidiary companies

2011 2010
Group and Company £ £
At 1 January 1,562,435 1,561,435
Re-classified from Investments 32,167 -
Additions to cost of nvestments 1,124,959 1,000
At 31 December 2,719,561 1,562,435
Loans to subsidiary compames 5,820,208 3,382,361
At 31 December 8,539,769 4,944,796
Investments in subsidignes are stated at cost
Subsidiary companies of the Group at 31 December 2011 are
Country of % owned % owned Nature of
incorporaton by Company by subsichary business
Stratex Exploration Ltd UK 100 - Holding company
Stratex Gold AG Switzerland 100 - Holding company
Stratex East Afnca Limited UK 95 - Exptoration
Sivrex Limited UK 100 - Exploration
Rift Resources PLC UK 495 - Exptoration
Stratex Madencililk Sanayi Ve Ticaret Ltd St Turkey - 100 Exploration
Oksut Madencilik Sanay ve Ticarat AS Turkey - 100 Exploration
Altintepe Madencilik Sanay ve Ticaret AS Turkey - 100 Exploration
Stratex Dyboutr SARL Dpbouti - 100 Exploration
NS Madencilik Sanay ve Ticaret AS Turkey - 45 Holding company

(&) On 27 January 2010, 54% of the wholly-owned subsichary NS Madencilik Sanayi ve Ticaret AS ("NSM") was sold to NTF
Insaat Ticaret Ltd St (*NTF*) in return for an immediate payment of US$1million {£656,863) The book value of the net
assets sold to NTF amounted to £1 3million Under the provisions of IAS 27 (revised} "Consohdated and Separate Financial
Statements”, any remaining interest in the entity 1s re-measured to fair value and a gain or loss 1s recognised in profit or
loss On this basis the total loss on disposal amounted to £1,095,880 and the portion of the loss which is attributable to re-
measunng the Group's remaining 46% interest to fair value amounted to £656,238 Net exchange losses of £17,024 recorded
1n equity prior 10 the date of disposal were reclassified and recogrised in the profit and loss as part of the loss on disposal
The sale was part of an agreement with NTF for fast-tracking of the development the Inlice and Altintepe gold projects tn
Turkey Under the terms of the agreement, in addition to the payment of US$imuhion, NTF committed up to US$2million of
funding for a feasibility study at Intice and US$0 Smilhion for a scoping study at Altintepe, with an option to earn 54% of the
Altintepe project by spending up to a further US$2million on a feasibility study These future commitments have not been

~taken into"account in calculating the loss on sale™ ~
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_ _ The balance.s_cash-in-hand

{b) NTF notified the Company on 27 July 2011 that it had decided not to continue with the development of the Altintepe project
and in accordance with the agreement dated 12 June 2009 the joint venture company Altintepe Madenciik Sanay ve Ticaret
AS was transferred back to Stratex Gold AG for nil cost Under the same agreement, the Company’s shareholding in NS
Madencihk Sanayl ve Ticaret AS was reduced from 46% to 45% as a result of NTF meeting ther funding commitment on the

Inhce project

(c) Rift Resources PLC was acquired on 28 September 2011 and Silvrex Limited was acquired on 22 December 2011

(see note 6)

19. Financlal instruments by category and credit quality

By category. 2011 2010
Assets at far
Loans and value through Held-for-  Loans and Held-for-
recevables  profit orloss sale assets recewables sale assets
Group £ £ £ £ £
Assets per Statement of Financial Position at
31 December
Held-for-sale assets - - 106,647 - 198,619
Trade and other receivables excluding pre-payments 554,852 - - 1,111,634 -
Financial assets at far value through profit or loss - 217,468 - - -
Deposits and guarantees given 230,427 - - 160,878 -
Cash and cash equivalents 3,024,565 - - 996,157 -
Total 3,809,944 217,466 106,647 2,268,669 198,619
2011 2010
Assets at far
Loans and vatue through Loans and
recevables profit or loss receivables
Company £ £ e
Assets per Statement of Financlal Position at
31 December
Trade and other recewvablas excluding pre-payments 3,496,428 - 3,308,376
Financial assets at fair value through profit or loss - 217,486 -
Cash and cash squivalents 2,605,778 - 912,811
Total 6,102,208 217,468 4,221,187
By quality

Trade receivables

Trade recevables comprises VAT due from Turkish and UK governments of £678,213 (2010 £561,076) and recevables from
exploration partners of £33,265 (2010 550,558) None of the explorabion partners have external cradil ratings In 2010, £423,512

was at default with a partner and has since been fully coverad

Cash at bank and short-term deposits

2011 2010
External rating £ £
AAA 242,700 -
A 269,552 205,959
B 2,427,909 762,465
Other 73,934 25,668
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20. Trade and other receivables

The farr value of trade and other receivbles equate to their carrying values, which also reresents the Group's maxmimum exposure
to credit nsk No collateral s held as security

Group Company

2011 2010 2011 2010

£ e £ £

Recevables from exploration partners 33,265 550,558 - -
Deposits and guarantees given 230,427 160,878 - -
Amounts due from Group companies - - 3,496,428 3,308,276
VAT recoverable 578,213 561,076 8,708 7816
Pre-payments and other current assats 566,142 111,942 47,011 3,778
Total 1,408,047 1,364,454 3,552,237 3,347,970
Non-current 230,427 160,877 - -
Curmrent 1,177,620 1,223,577 3,652,237 3,347,970
Total 1,408,047 1,384,454 3,552,237 3,347,970

Of the total trade and receivables, £800,752 1s dencminated in Turkish Lira, £474,0301s denominated in sterling and £33,265 1s
denommatad in US$

The age of the receivables that are past due but not imparred 1s

2011 2010
£ £
0-120 days - 105,890
120-360 days - 211,693
Over 360 days - 105,929
Total - 423,512

21 Deferred tax assets and liabilities
Group Company
201 2010 2011 2010
£ £ £ £

Deferred tax assets
Tempeorary timing ditferences ansing on

Intangible assets 172,212 155,465 - -
Empioyee termination bensfits 2,453 1,894 - -
Non-accrued financial expenses 11,449 7,708 - -
Total 186,114 165,067 - .

Deferred tax llabillties
Temporary timing differences ansing on

Acquisition of subsidiary {note 6) (88,681) - - R
Payables (7,431) (42,122) - .
Tangible and intangible asssts (2,259) (5,634) - -
Total (98,386} (47,656) - .
Net deferred tax asset 87,748 117,411 . -
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The movement tn the year on the net deferred tax assets 13

Group Company

2011 2010 2011 2010
£ £ £ £

At 1 January 117,411 125,004
Acquisition of subsidiary (note 6} (88,681) - - -
Exchange movements (20,431) 780 - -
Charge for the year 79,449 (8,373) - -
At 31 December 87,748 117,411 - -

22. Held-for-sale assets

The intangible assets held for sale relate to projects previously included in non-current intangible assets

The Company has entered into negotiations with third parties for the sale of these projects and these negotiations are expected
to be finalised in 2012 The assets are stated at fair value less costs to sell The change for the year has been

included in Other Income/(Loss) in profit or loss

The movement In the year is

2011 2010
Group £ £
At 1 January 198,619 70,000
Exchange movements (22,754) 1,596
Charge for the year (69,218) 127,023
At 31 December 106,647 198,619
23. Cash and cash equivalents
Group Company
2011 2010 2011 2010
£ £ £ £
Cash at bank and on hand 656,885 252,473 238,098 169,127
Short - term deposits 2,367,680 743,684 2,367,680 743,684
At 31 December 3,024,565 996,157 2,605,778 912,811
24, Share Capltal
Number of Ordinary shares Share premium Total
Group and Company shares £ £ £
At 1 January 2010 249,546,923 2,495,469 8,443,778 10,939,247
Shares 1ssued for cash 37,229,443 372,295 930,736 1,303,031 ‘
Cost of share I1ssue - - (62,132) (62,132)
Exercise of share options 550,000 5,500 11,000 16,500
At 31 December 2010 287,326,366 2,873,264 9,323,382 12,196,846
Shares issued for cash 58,496,467 584,564 3,742,429 4,327,393
Exercise of share options 2,732,000 27,320 97,080 124,400
Exercise of share warrants 2,342,399 23,424 70,272 93,696
At 31 December 2011 350,897,232 3,508,972 13,233,163 16,742,135

The following 1ssues of shares for cash were made during the year

1,200,000 shares on 18 October 2011 at 7 72p per share
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- 38,860,104 shares were 1ssued to AngloGeld Ashanti on 26 June 2011 at a cost of 7 72p per share, followed by a further
1,550,000 shares on 18 October 2011 at 7 72p per share

- 10,362,694 shares were 1ssued to Antofagasta on 29 September 2011 at a cost of 7 72p per share

25. Loss per share

The calculation of the basic loss per share 15 based on the loss attnbutable to the eguity holders of the Company and a
weighted average number of ordinary shares in issue dunng the year, as follows

2011 2010

£ £

Loss attnbutable to equity holders of the Company 444,497 2,884,041
Wetghted average number of ordinary shares in 1ssue 321,482,812 284,130,351
Basic loss per share (pence per share) {014) {1 02)

There 1s no difference between bas:c and diluted loss per share as the effect on the exercise of the options would be to
decrease the less per share

At the year end there were 21,037,879 share options that could potentially dilute the earnings per share in future Since the year
end the Compnay has rssued 12,254,456 shares, which will also dilute earnings per share in future

26. Share options

The Directors have discretion to grant options to Group employees to subscnbe for Ordinary Shares up to a maximum of 10%
of the Company's 1ssued share capital The Company runs two schemes, one is the Enterpnse Management Incentive scheme
and the other 1s the unapproved Share Option scheme

As at 31 December 2011, the Company had in 1ssue 12,187,144 (2010 106,570,000) options to Group employses granted

under the Enterpnse Management Incentive scheme and 8,483,327 (2010 5,730,00) to Group employees granted under the
unapproved scheme The options under both schemes are exercisable from one to three years from the grant date and lapse
on the tenth anniversary of the grant date or on the holder ceasing to be an employes of the Company A further 367,408 (2010
2,425,030) options are in 1ssue to third parties granted for the provision of services

The granting of the shara options has been accounted for as equity-settled share-based payment transactions The total
expenses recognised n the loss for the year ansing from share-based payments was £92,378 (2010 £36,449) The Group has
no lagat or constructive obhigation to re-purchase or settle the options in cash

Movements in the number of share options outstanding and their related weighted average exsrcise prices are as follows

2011 2010
Waeighted Weighted
average average
Number of exercise prce Number of BXercise pnece
Group and Company options pence options pence
Outstanding at 1 January 18,725,030 33 19,615,030 a3
Cancelled (10,000) 30 {272,500} 33
Forferted (215,000) 72 (67,500) 33
Granted 5,269,849 87 - -
Exercised (2,732,000) 51 (550,000} 30
QOutstanding at 318t December 21,037,879 41 18,725,030 33
Exercisable at 31st December 15,860,030 30 17,809,000 32

The weighted average share pnce on the date of exercise of the options exarcised in 2011 was 6 95 pence per share

The weighted average contractual life of the outstanding options at 31 December 2011 was 8 04 years (2010 7 2 years)
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Detalls of share options outstanding at 31 December 2011 are as follows

Number of options

Outstanding QOuistanding  Ophion

Exercisable pencd 1 January Granted/ 31 December pnce

Start date Expiry cate 2010 Exercised {cancelled) 2011 pence
4 January 2007 4 January 2017 2,122,000 (2,122,000} - - 50
30 Apnl 2009 30 Apnl 2019 16,258,500 (610,000} {25,000) 15,623,500 30
28 September 2009 28 September 2019 41,500 - - 41,500 43
1 December 2009 1 December 2012 303,030 - - 303,030 40
4 January 2011 4 January 2014 - - 64,378 64,378 g3
7 January 2011 7 July 2021 - - 1,263,327 1,263,327 g4
1 June 2011 1 June 2021 - - 2,617,144 2,617,144 70
7 June 2011 7 June 2021 - - 1,125,000 1,125,000 69
Total options outstanding 18,725,030 (2,732,000) 5,044,849 21,037,879 41

In addition to abaove, 200,000 options wera 1ssted on 3 May 2011 and subsequently cancelled before the year end

The fair value of the share options has been measured by use of the Black-Schales pricing model The expected volatiity was
determined by calculating the histoncal volatiity of the Company’s share price over the last two years

The inputs and assumptions made In applying the Black-Scholes pricing model are as follows

Options granted (n 2011

4 January 7 January 3 May 1 June 7 June
Share price at date of grant (pence) 232 938 726 7 00 688
Fair value at grant daie (pence} 232 442 328 338 332
Expected volatility 48% 48% 48% 48% 48%
Expected dwdends nil ni nil nil nil
Option Iife (years) 10 10 10 10 10
Risk-frae Interest rate 3% 3% 3% 3% 3%

27. Other reserves

Transaction with

Share option Translation non-controlling

Merger raserve reserve reserve Interest Total
Group £ £ £ £ £
Balance at 1 January 2010 {485,400) 834,452 133,201 - 282,253
Share-based payments - 36,449 - - 36,449
Share options exercised and cancelled - {24,141) - - {24,141)
Other comprehensive income - - {257,552} - (257,552)
Balance at 31 December 2010 {485,400) 646,760 {124,351) - 37,009
Share-based payments - 92,378 - - 92,378
Share options exercised and cancelled - (62,771) - - (62,771)
Decrease In ownarship interest (note 6) - - - 118,800 118,800
Other comprehensive income - - (736,516) - {(736,516)
Balanca at 31 December 2011 {485,400) 676,367 (860,867) 118,800 (551,100}
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Merger reserve

The Merger Reserve arose on consolidation as a result of the merger accounting for the acquisition of the entire 1ssued share
caprtal of Stratex Exptoration Limited duning 2005 and represents the difference between the norminal value of shares 1ssued for
the acquisition and that of the share capital and share premium account of Stratex Exploration Lirmited

28. Trade and other payables

Group Company

2011 2010 2011 2010

£ £ £ £

Trade payables 587,302 130,770 85,558 53,738
Amounts due on acquisition of subsidiary company 743,362 - 743,382 -

(note 6)
Amounts due to related parties and employees 375,048 1,154,908 B 18,943
Social secunty and other taxes 10,518 25,588 10,519 10,553
Accrued expenses 236,846 48,191 47,000 13,081
At 31 December 1,953,077 1,359,457 886,439 98,315
29. Related party transactions
Transactlons with operational partners
Transaction value tor the year Receivable/(Payable) as
ended 31 December at 31 December

2011 2010 2011 2010
£ £ £ £

Teck Madencilik Sanay Ticaret AS 396,484 245,224 {34,770) -
Thani Ashantt Aliance Ltd 962,464 127,046 33,265 127,046
Canterra Exploration B V 1,370,959 - (187.407) -

. Antofagasta Minerals S A 170,352 - (69,639) -

Teck Madencilik Sanay! Ticaret AS, Thani Ashanti Aliance Ltd and Antofagasta Minerals S A are operational partners and
shareholders in the Company and the transactions are refunds of exploration cost Centerra Exploration BV 1s an operational

partner
Transactions with Director
Transacton value for the year Payable as
ended 31 December at 31 December
2011 2010 2011 2010
£ £ £ £
Bob Foster Associates Limited 33,420 26,112 4,487 2,356

Bob Fostar Associates Limited provides adrministration services to the Company on a cost only basis and Bob Foster 1s a
director of both companies

Chnstopher Hall and Dawid Hall were directors of Rift Resources PLC at 31 December 2011 and John Cole-Baker was a director
of Sulvrex Limited

Transactions with non-centrolilng Interest

During the year Stratex Gold AG invested an additional £153,659 in NS Madencilik Sanay! ve Ticaret AS, bringing the total
investment to £585,2468 and maintaining Its 45% shareholding The Company invested £20,000 in Rift Resources PLC

Disposal of interest In a subsidiary without loss of control

On 27 May 2011, the Company disposed of a 5% interest in Stratex East Africa Ltd for nil value This resulted in an increase in
_ _ non-controlling interest of £53 and a decrease In equity attnbutable to owners ofthe Parentof£53 - — =
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Notes to the financial statements comneq

On 1 October 2011 the Company disposad of a 17 2% intarest in Rift Resources PLC for nil value This resulted in an increase in
non-controlling interest of £250,200 and a decrease In equity attributable to owners of the Parent of £200

Parent company and ultimate controlling party

Duning the year the Company provided funds amounting to £2,308,847 (2010 £ 760,301} to its subsichary companies for
the exploration activities and charged its subsidiary compames £105,000 (2010 £94,000) for the provision of management
services The total receivable from subsidianes at 31 December 2011 was £9,316,636 (2010 £6,690,737)

The Directors believe that there 1s no controlling party

30. Cash used in operations

Group Company
2011 2010 2041 2010
£ £ £ £
Loss before income tax (517,377) (2,875,668) (151,134) (645,984)
Adjustrnents for
Issue of share options 92,378 36,449 92,378 36,449
Depreciation 100,918 83,943 2,230 a7 |
Project impairment write-offs 83,747 58,656 - -
Fixed asset wnte-offs 216 817 216 -
Share of losses of associated companies 139,176 134,305 - -
Loss on sale of subsidiary company - 1,095,880 - -
Expenses related to acquisition of subsidiary - - 53,506 -
Profit on sale of financial asset (527,199) - (527,199) -
Gain on acquisiton of subsidiary (805,068) - - -
Revaluation of financial assets 89,733 - 69,733 .
Change in value of held-for-sale assets 69,218 - - -
Interest income on short term deposits {23,478) (21,965) (23,449) (21,925) |
Interest income on intercompany indebtedness - - (212,630) (113,720) '
Intercompany management fees - - (129,000) {94,000}
Foreign exchange movements on operating actrities {477,785) {186,594) - - ‘
Changes in working capital, excluding the effects of
exchange differences on consolidation
Trade and other receivables (20,162) (529,562) (204,267) 13,590
Trade and other payables 644,423 82,400 46,762 (24,623)
Cash used In operations {1,171,260) (2,121,339) (982,854) (840,492)

31. Contingencles and capital commitments

The Group has a contingent habilities of £3,896,159 in connection with the acquisition of Silvrex Limited (see note 6)
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32. Parent company Statement of Comprehensive Income

As permitted by section 408 of the Companies Act 2006, the statement of comprehensive income of the parent company 1s not
presented as part of these financial statements

2011 2010
Company £ £
At 1 January (3,659,421) (3,037,578}
Loss for the year (151,134) (645,984)
Share ophons exercised and cancelled 62,771 24144
At 31 December {3,747,784) (3,659,421)

33. Events after the reporting period

The following svents have taken place after the reporting period

a) Having expended US$3million on the Oksit project and thereby fulfiling the commitments under the agreement
dated 13 August 2009, Centerra Exploration BV acquired a 50% intarast in Oksiit Madencilik Sanay ve Ticaret AS
on 17 January 2012 This was facilitated by 1ssuing addittonal Oksit share caprtal te Centerra at nil cost, amounting
to Turkish Lira 3,519,998 {£1 2muillion}

b) 10,619,456 shares in the Company have been tssued to complete the acquisition of Silvrex Limited (see note 6)

No other significant events have taken place since 31 December 2011
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The Annual General Mesting of Stratex International Pic (the "Company”) will be held at the offices of Northland Caprtal
Partners Ltd, 60 Gresham Street, London, EC2V 7BB, on 14 May 2012, at 3 00pm The business of the meeting will be to
consider and, f thought fit, pass the foflowing Resolutions

Ordinary resolutions

1 To recewe the Director's Report and Financial Statements for the year ended 31 December 2011

2 To re-elect Chnistopher Hall who has retired by rotation

3 To re-elect John Cole-Baker who has retired having been appainted since the previous AGM

4 Tore-appoint Littlejohn LLP as auditors and to authorise the Directors to fix their remuneration

5 THAT. in addition to the existing authonties, and in accordance with section 551 of the Compantes Act 2006 (the "Act") the
Directors be and they are hereby gensrally and unconditionally authonsed to allot shares in the Company or grant nghts
to subscnbe for or convert any securitias into nghts ("Rights®) up to an aggregate nominal amount of £1,000,000 and such
power shall expire (unless previously revoked, vaned or extended by the Company at a general meeting) five years after the
passing of this resolution save that the Company may before such expiry make an otfer or agreement whrch would or meght
require shares or Rights to be granted in pursuance of such offer or agreement as if the power conterred hereby had not

expired

Special resolution

6 THAT, in addition to the existng authonties, the Directors be and they are hereby empowered to allot equity securities
(es defined in section 560 of the Act) for cash pursuant to the authonty conferred by the previous resolution as if section
561(1) of the Act did not apply to any such allotment, provided that this power shall be imited to the allotment of equity
securities up to an aggregate norminal amount of £1,000,000 and such power shall expire (unless previously revoked, vaned
or extendad by the Company as a gensral meeting) five years after the passing of this resotution save that the Company
may before such expiry make an offer or agreement which would or might require such equity securities to be granted in
pursuance of such ofter or agreement as if the power conferred hereby had not expired

By order of the Board

P C Ashwood

Company Secretary

180 Piccadilly, London, W1J gHF
23 March 2012

Notes: Eligibility to attend and vote

1 To be entitled to attend and vote at the Annual
General Meeting (and for the purpose of determining 4
the number of votes a member may cast), members
must be enterad on the Register of Members of
the Company by 3 00pm on 14 May 2012

Appointment of proxies 5

2 As amember of the Company, you are entitled to
appoint a proxy to exercise all or any of your rights to
attend, speak and vote at the Meeting and you should
have received a proxy form with this notice of meeting
You can only appoint a proxy using the procedures set
out In these notes and the notes to the proxy form

3 A proxy does not need to be a member of the Company 6

but must attend the Meeting to represent you Details

of how to appoint the Charman of the Meeting or

another person as your proxy using the proxy form

are set out In the notes to the proxy form -l you wish -— -- —

your proxy to speak on your behalf at the Meeting you
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will need to appoint your own choice of proxy (not the
Charrman) and give your instructions directly to them

You may appoint more than one proxy provided each
proxy 1s appointed to exercise nghts attached to
diffarent shares You may not appoint more than one
proxy to exercise nghts attached to any one share

If you do not give your proxy an indication of how to
vote on any resolution, your proxy will vote or abstamn
from voting at his or her discretion Your proxy will vote
{or abstain from voting) as he or she thinks fit in relation
to any other matter which is put before the Meeting

Appolntment of proxy
using hard copy proxy form

The notes to the proxy form explain how to direct your
proxy how to vote on each resolution or withhold their vote

To appoint a proxy using the proxy form, the form must

_be completed and signed and sent or deliveredtothe— — ~— — -~~~
Company's registrars, Share Registrars Limited, Sute E,
First Floor, 9 Lion & Lamb Yard, Farnham, Surrey GU9 7LL,




to be receved by Share Registrars Limited no later than
48 hours before the time of the Annual General Mesting

7 In the case of a member which 1s a company, the
proxy form must be executed under its common seal
or signed on its behalf by an officer of the company
or an attorney for the company Any power of attorney
or any other authonty under which the proxy form
15 signed (or a duty certified copy of such power or
authority) must be included with the proxy form

Appointment of proxy by joint members

8 Inthe case of joint holders, where more than one of
the Jjoint holders purports to appoint a proxy, only the
appointment submitted by the most senior holder will
be accepted Senionty ts determined by the order in
which the names of the joint holders appear in the
Company's register of marmbers in respect of the joint
holding (the first-named being the most senior}

Changing proxy Instructions

8 To change your proxy instructions simply submit a new
proxy appomntment using the methods set out ebove

Note that the cut-off time for receipt of proxy
appointments (see above) also apphes in relation

to amendad instructions, any amended proxy
appointment received after the relevant cut-off time
will be disregarded Where you have appointed a
proxy using the hard-copy proxy form and would like
to change the instructicns using ancther hard-copy
proxy form, please contact Share Registrars Limited
If you submit mare than one vald proxy appointment,
the appointment received last before the latest ime
for the receipt of proxies will take precedence

Termination of proxy appointments

10 In order to revoke a proxy instruction you will need to
inform the Company using one of the following methods

By sending a signed hard copy notice clearly stating
your intention to revoke your proxy appointment to
Share Regrstrars Limited, Suite E, First Floor, 9 Lion &
Lamb Yard, Farnham, Surrey GUS 7LL In the case of

a member which 1s a company, the revocation notice
must be executed under its common seal or signed on
its behalf by an officer of the company or an attorney
for the company Any power of attorney or any other
authonty under which the revocation notice 1s signed
(or a duly certified copy of such power or authority)
must be included with the revocation notice In ether
case, the revocation notice must be received by Share
Registrars bimited no later than 48 hours befora the ime
of the Annual General Meeting i you attempt to revoke
your proxy appoiniment but the revocation 1s receved
atter the tme specified then, subject to the paragraph
direclly below, your proxy appointment will remain vahd
Appointment of a proxy does not preclude you from
attending the Meeting and veting in person If you have
appointed a proxy and attend the Meeting in person,
your proxy appomntment will automatically be terminated

Communication

11 Except as provided above, members who have
general quenes about the Meeting should contact
Share Registrars Limited on 01252 821380 or by
email to enquines@shareregistrars uk com (no cther
methods of communication will be accepted)

12 You may not use any electronic address prowvided
aither in this notice of annual general meeting
or any related documents {Including the proxy
form) to communicate with the Company for any
purposes other than those expressly stated

Documents available for inspection

13 The following documents will be available for inspection
dunng normal business hours at the Company's
registered office up until the date of the Annual
General Meeting and at the place of the meeting from
9 30am on 14 May 2012 until the end of the meseting

a the auditer's consohdated acceunts of the Company
for the financial penod ended 31 December 2011, and

b the Register of Directors' interests in the capital
of the Company and copies cf the service
contracts of the Directors of the Company
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