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Chief Executive Officer’s report

In June, along with our interim accounts, | offered a brief summary of events during the past twelve months and following
on from that summary | would like to prowvide further detail as well as offer a guideline for strategies and plans ansing
from the various developments

Corporate vision

In July the Board engaged Ambnan Partners as Nominated Adwviser and broker We have a positive history and
understanding with members of Ambrnan, which i1s a natural resources focused firm, and believe they are the best placed
to assist In our ambitious growth strategy

Alse In July the company completed a fund-raising that saw an issue of 31,034,482 ordinary shares at 14 5p, realising
£4 5 miion In essence the 1ssue was the fulfiilment of the angnally-intended IPO fundraising, which was ultimately
limited by an unfareseen and dramatic warsening in market sentiment that extended from May to October last year The
1ssue was taken up primarily by the parties who expressed strong interest for the stock at IPO, but were constrained by
the very same market conditions  All of the subscnbers are viewed by the Board as strategic and share a common long-
term strategic view with your Directors

The intended use of funds remains fundamentally the same as outlined 1n our IPO Admission Document of June 2006
However, should ACR successiully resolve its current dispute on the Marange diamond deposit, t will be important to
have sufficient funding on hand to meet an expectation of production In a short space of tme For this reason, your
Board intends maintaning a reasonable cash reserve for as long as 1s prudent, to address such an outcome without the
immediate need for additional fund-raising

ACR's strategy 15 to acquire and explore mineral deposits in Southern and Central Africa with a long-term view of that
region’s pohtical and fiscal advancement The goal 1s to identify and define economic ore deposits of the minerals of
prmary interest to the Company These minerals are gold, platinum/PGEs, nicke! and diamonds This philosophy 1s not
at the total exclusion of other mmnerals, but our active exploration teams are targeting these four mineral groups as a
priority As mentioned in earlier updates some copper projects are under discussion and we remain hopeful of project
approval If the commercial and economic aspects make sense

The entire exploration process 1s not a quick one but we have used excellent techniques and latest technotogy, some
of which continue to develop as we adopt new state-of-the-art targeting techniques

Qur initial focus has been on Zimbabws, in anticipation of a mere positive outlook In that country’s Investment climate
1 belleve ACR has gained its intended “first mover advantage” and 15 now the most active exploration company In a
country widely recognised for world-class mineral development potential We plan to capitalise on that advantage in
coming years

Elsewhere 1n the region legal work has begun to register a subsidiary of ACR in Mozambigue and negotiations have
started with local investors to participate n that company Discussions have also commenced with the holders of
diamond and gold nghts in Mozambique with a view to participatron Digibsation of geological data and tenement
holdings 1s underway

A sumnilar strategy 1s being applied n Zambia | hope to report on these developments further in the near future
Exploration

ACR has several brown-field properties as already disclosed at IPQ and many green-field projects generated by its
exploration teams Some of the latter are the extensions of known are bodies, whilst others wers defined by maodern
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macro targeting processes |t I1s pertinent to remind shareholders that a part of our exploration strategy for all minerals
15 to appraise large areas using satellite images, large scale geophysical surveys and regional geochemical sampling of
nvers and solls From this we generate a number of low-level targets each of which we then test rapidly and so generate
next-level targets Where ground 1s indicated to be insufficiently fertile for additional spending, it will be relinquished This
1s a slow but thorough process that has proven successful In exploration worldwide and which 1s now beginning to bear
fruit for ACR by way of first phase successes

The bottleneck of such a process has been and conttnues to be the turnaround time for the analysis of samples Qur
primary laboratory for metals has been the Antech Lab in Zmbabwe This has recently been acguired by Canadian-
owned interests and we are hopeful of a significant increase in throughput capacity leading to a consequential
improvement in turnaround time

On the base metal assay tront, we have acquired and mastered In-house XRF technology which allows us to process
very large sample volumes from our regional gecchemical sampling prograrmmes

Since the granting of Exclusive Prospecting Orders is effectively on hold by the Zmbabwean Ministry of Mines, ACR uses
full mining ¢laim title to reserve ground for exploration While this 1s more expensive, it offers greater secunty of title in
Zimbabwean law while allowing us to pursue our strategy of low-level processing of substanbal areas of ground Current
costs structuras permit the pegaing of base mineral claims at around $1 per surface hactare of mineral nghts

We currently contract three well-equipped, professionally run sampling teams twelve months of the year and are looking
to increase this capacity during the dry months We have taken on several new geologists and have recently made offers
to mora experienced personne! with an initrally positive response

In general, It i1s imperative for shareholders and prospective investors to appreciate that we have spread the net as wide
as possible, that our projects are broad and vanous, and that this ts part of the strategy and the wvision for our corporate
future

Gold Projects - resource estimates, methodology and update

While we continue to process and develop our vanous gold projects we have recently commissioned a resource update
from SRK Consutting This was intended to validate the previous JORC-comphant resource estimates for our lead
projects Pickstone-Peerless mines {incorporating Concession Hill) and the Giant mine on the Gadzema greenstone belt
and incorporate the additional information obtaned from ACR's 2006 dnlling campaign The new resource estimates
were published tn our announcement of 7 August, and | would like to make several specific comments in that regard

‘When ACR acquired these projects they incorporated previously defined resource ounces which had been ceriified as
comphying with JORC requirements As disclosed in our previous Competent Persons report, included in our AlM
admission document, these resource statements were completed in the 1990, were certified by 1996/97 JORG
requirements and were signed off and accepted by SRK at the time of our IPO as being representative of the same
reviewed Resources ACR made the decision to engage SRK largely because it 1s wiclely recogrused as a reputable firm
with a conservative outlook and methodology

Cne area of dnling focus, Concession Hill, in the Pickstone Peerless project has yielded an irutial upgrade of 60,000
ounces However, in consultation with SRK, ACR has made the deciston to drop some 31,000 ounces from praviously
defined, legacy underground data This anses as dnlling has tested much of levels 2 and 3 of the mine workings where
the legacy blocks occur, and the positional accuracy of the old data makes it difficult to accurately define which portions
of the legacy blocks are still extant Prudence and caution has been exercised by removing this block of cunces entirely

On the Giant project, ACR's techmical tean, in consultation with SRK, have now settled upon a structural interpretation
of mineral depasits versus the lithologically controlled interpretation appled in the past to such deposits This s {elt to
more accurately model the achievable tonnes and grade
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SRK has also taken a far more conservative attitude to the depth extrapolations of the mineralisation compared to the

Independent consultants to previous owners In 1996 The decision was based on a statistical interpretation that there |
was an insufficient density of deeper holes drilled to satisfy the earlier assumption that the Resource consistently and

contiguously extended downwards

Considering both the rewision of the mineralisation modet and the tughter controls on depth extensions of the Resource,
it 1s not surprising that the Giant project has, for the time being, recewved a 10% reduchon in resource estimate, In spite
of lateral extensions defined by recent driling At our request, SRK has designed a medest dnling programme to satisfy
its density requirements in the desper sections and | am confident we shall, thereafter, be in a position to remnstate the
deeper panels and increase the resource Negohations are underway to contract a drlling team

While this entire, time-consuming exercise has not afforded us the upgrade we anticipated, it 1s important to note our
adoption of extremely stnngent and conservative policies/methodologies with respect to resource definition It 1s a
milestone of sorts to have purged our resources of any uncertainty going forward and | am certain that shareholders and
investors will approve of our policy to err on the side of cautton Together with the Imited diamond dnlfing programme
planned and an outstanding quantification of talings at the Giant and One-Step projects (which have been surveyed but
await assay results) | envisage an additional review about which | am optimstic

Gold Projects - further developments

Your Board considers that other gold projects offer additional potential upside Having uncovered and reviewed historical

dnling by Rio Tinto in the Cne Step project we note significant intercepts at widely spaced intervals This offers more

than sufficient iIncentive to plan a drilling programme to define the mineralisation more fully Preliminary discussions have |
begun with the aim of entenng into a (oint venture on the northern extensions with the neighbouring claim holders, Rio
2im (formerly the local subsidiary of Rio Tinto) Additional pegging of claims along strike of the intercepts has been
carned out In partnership with an indigenous Zmbabwean venture, Geo Associates ACR will provide further updates
on progress in this regard

The Blue Rock project on the Gadzema greenstoneg beft has vielded interesting RAB dnilling results which will require
follow up drling and may lead to a Resource defintion The proximity of this project to the Giant mine (less than 2
kilometres) would lend itself to combined use of plant and hence lower capital costs, leading potentially to a lower size
threshold to be economic than would a more remaote deposit This applies equally to the Giant extension project on
which the company has a joint venture agreement with option to purchase, and represents yet another project within
the Gadzema greenstone belt These bodies may contribute to the feasibility of production at Giant by offering greater
plant feed

tess than 20km from the Giant and other Gadzema greenstone belt projects 1s the Chakan North project in the gold
producing greenstone belt with complex, folded banded-iron structures ACR has pegged a long and wide area of metal
claims along this relatively unexplored area To date, only XRF analyses of indicator base minerals are avalable as we
await a cormnplete firg-assay results table (for gold and sitver) from our extensive geochemistry exercise n the region
These indicator minerals have delineated several hotspots along the structures and once assay results are to hand,
follow-ups on these will commence with geophysical surveys envisaged

Gold occurrences now defined by an exhaustive sampling exercise carnad out through ACR's regional exploration
process along macro geoclogical structures spatially related to a large producing mine in the Zimbabwean Lowveld have
provided follow-up targets for geophysics and more intense geochemistry This “Lowveld Gold” project now returns 1o
our tield of focus and we expect to report further progress in due course
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Platinum

The Snakes Head PGE project 1s currently undergoing an extensive field mapping exercise that 1s a continuation of the
exercise which began last year The mapping 1s being planned, exercised and supervised by Dr Martin Prenclergast,
widely recognised as a leading expert an the Great Dyke of Zmbabwe

The Great Dyke of Zmbabwe hosts two known PGE-bearing reefs, the Mamn Sulphide Zone (MSZ) and the Lower
Sulphide Zone {LSZ), both of which reside within the highest pyroxerute [ayer of the Great Dyke (P1) In the Musengezi
Chamber of the Dyke {fully encompassed within ACR's Snakes Head tenements) the Board beleves that LSZ 1s better
developed and higher grade than elsewhere In contrast, within the known axial facies of Snakes Head, the MSZ reef I1s
wider but of lower grade than elsewhers in the Great Dyke (1 6g/t compared with 3+g/t PGE} Thus the dafined reefs of
the PGE bearing reefs remain of strong interest while 1t 1s hoped that the continued detaled mapping of the northern
areas of ACR claims may yield indications of the existence of the missing marginal facies of the Dyke where the P1
pyroxenite layer ts more condensed, containing higher-grade less disseminated PGE sulphides in the mineral nch MSZ
and LSZ

Preliminary discussions have commenced with a third party for analysis of the known MSZ and LSZ occurrences within
ACR clams This group has expressed an interest n entering into a Joint venture with ACR wherehy it will provide funding
for addittonal exploration, possibly Including a dniling programme which, If completed, would am to define a significant
but low-grade JORC certified PGE resource within the known MSZ and LSZ reefs Discussions in this regard are
expected to continue The same third party has a new, patented technology that may provide a far lower cost profile for
concentration and refining of ore from these low-grade reefs Any such cost-reduction would imply improved project
economics An initial bulk sampling exsrcise 1s currently being evaluated to provide some tnal ore for analysis

The detaled mapping by ACR has identified an intact magnetite gabbro cap in the Snakes Head a remnant feature that
15 hughly unusual on the Great Dyke due to the normal leve! of erosion Furthermore, there appear to be sulptude-nch
zones In the cap that we are hopeful may be nickel and/or PGE-bearing and hence genetically comparable to the PGE-
bearnng Skaergaard Intrusion of east Greentand and the Stella Intruston of South Africa - now being evaluated for
prospectivity of PGE mining These zones will be mapped and sampled duning the next phase of field work

The only known economic deposits of PGEs In Zmbabwe exist within the Great Dyke structure This is targely due to a
dearth of other exploration within the country It has long been speculated that other areas with appropnate structurat
signatures could host economic deposits In Zimbabwe ACR intends to extend the search for PGEs beyond our Dyke
targets and has acquired some mineral nghts in this regard This ground acquisition programme will be increased In due
course

Nickel

The metal has recentily seen a marked increase in exploration attention as supply shortages continus Nickel provides
an exciting opportunity for investment in Zimbabwe and indeed the region ACR continugs s aggressive sampling and
ground acquisition strategy with a view to defining several areas of prospectivity

An eary nickel target was provided by the Perseverance mine and its immediate sepentinite host Following
rainterpretation of geophysical work completed In the 1880 by CIDA on behalf of the Zmbabwean government we
came to the conclusion that the mine's ore body resided on one single, 28km long by 5km wide Archaean structure
which 15 hidden in two parts by a younger, Proterczotc cover making it appear to be three distinct bodies Using Mobile
Metal lon (MMI) geochermical analysis, we have defined a geochem anomaly under the Proterozoic cover that appears
wdentical to the signature shown by the outcropping sepentinite which hosts tha mine This has given us the incentive to
sample the entire 28km structure which 1s now under ACR centrol In addition, an electromagnetic survey system
({SIRCTEM), with a lugh powered transmitter has been sourced and recently arrnved in Harare for imminent deployment
to the field We are hopeful of detecting conductors which would provide targets for dnlling and ultimate discovery of
massive nicke! sulphides similar to those mined at Perseverance Perseverance mine itself remains host to possible
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continuations of its mined ore body of head grade 1 1% Ni+ 0 4% Cu In 1980, such grade was considered uneconomic
and precipitated the mine’s closure, but that position has changed radically in today's high-price environment Once
sufficient results have been evaluated from the slectromagnetic survey, we are hopeful that sufficient drill targets will have
been defined in the top 200 - 400 metres to warrant a complete dnling campaign

As this project progresses, first phase geochemistry sampling 1s underway at other nicke! prospects and | hops to have
positive developments ta report on that front In the future In addtion, macro structural analysis of gravity, magnetics
and geology are providing large area targets for future mineral nghts acquisitton and we are geanng our sampling
capacity to do justice to these areas ACR has begun discusstons with a number of nickel exploration entities with a
view to possible joint exploration activities

Diamonds

Our sample processing laboratory in Harare 1s nearnng completion, with three expenenced sorters and an array of
binocular microscopes Elutnation columns are currently being set up and should be operational within the month of
August Sample collection from our diamond targets 1s ongoing and we now have several months of laboratory work
scheduled

I am of the opimion that Zimbabwe will yield many more diamondiferous kmberlites and ACR ntends to be a significant
player in this process of discovery

Qur court case within the High Court of Zimbabwe in respect of title to the Marange diamond deposit remains a work-
in-progress Certain technicalities of process which have been raised by a respondent have resulted in the appointed
judge requesting a re-submission or, at the very least, a period of allowance for the respondent to complete and file therr
opposition papers The result 1 a delay to the set down of a heaning date 1t 15 now anticipated that the heanng date will
only be set for later this year We will keep the market fully updated on developments pertaining thereto

ACR has invited the Government of Zmbabwae, the local community of Marange and varnous indigenous consortia 10
participate in the devslopment and exploitation of the Marange deposit and this invitation remains open s hoped that
the affirmation of title in the High Court will provide the catalyst for finalisation of such a venture, ulbtmately leading to
production

The diamond deposit found In Marange has attracted geological comment for its unusual setbng as well as some
unusual physical characteristics of the diamonds The latter has led us to the conclusion that some of the traditional
extraction techigues would be inadequate We have had this opinion confirmed and proven by engineers in the past
Consequently we have commissioned the design and construction of a highly specialised plant for the purpose of
production at Marange As noted in a previous announcement, ACR has reached an understanding in principle on the
terms under which this technical partner will participate in the development of a mine The construction of the plant 1s
well under way and anticipated to be complete by late August If we are successful in cur High Court claim, deployment
of plant to site could be completed within two weeks and first phase production could commence two weeks thereafter

General

It 15 very important to stress that ACR remamns committed to working with the Ministry of Mines and the Zmbabwe
Government in general The exploration work that ACR 1s investing in now will hopeiully provide the seed of growth that
the mineral resources of Zimbabwe have long promised

It 1s our sincere desire and ambition to assist in the nation’s development while simultaneously adding shareholder value
At the sarme time we have contnbuted substantially to community development wherever ACR Is active In exploration
A new school has been planned and approved in the Pickstons area and construction work has commenced, all funded
by ACR We have collected several container-loads of clothing, sporting and computer equipment for the locat schools
We have used our earth-moving contractors to de-silt a dam to assist the Chiyadzwa community in the drought-prone
Lowveld Pedigreed Brahman breeding bulls have been introduced to southern Manicaland to improve genetics of local
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herds This I1s all & part of our social conscience outreach programme and I1s evidence of the on-going community
development policy practised by the company

ACR continues to demonstrate robust strength 1n its capability to operate comfortably and effectively In a country widely
perceived to be logistically difficult, but acknowledged for highly prospective geclogy We are growing our geological
team and believe we have the operational resources to deal effectively with the many opportunites that we are
developing With such a backdrop the company continues to dentify and develop a number of promising deposits This,
| believe, offers the market confidence that ACR 1z well placed to maximise benefit from its “first mover advantage” n
Zimbabwe with the expected promise of reward for patience

Nevertheless 1t 1Is common knowledge that the local working environment has indeed been pressured by the current
economic situation In Zimbabwe To date the company and its staff have rapidly adapted te a changing environment and
this 1s a great credit to that staff, our management and our logistics teams  The cost of exploration in Zmbabwe remains
low N comparison to mast parts of the world but especially compared with many parts of Ainca Supphes of essential
inputs have not been signdicantly mterrupted to date ACR 1s looking at ways to assrst local staff and communities with
food wherever possible

Much media comment has been attracted by recent moves towards an indigerisation policy pertaining to business in
general, and not least minng n Zimbabwe ACR remamns an active partner n thus process We fully acknowledge the
need to address histoncal imbalances where applicable but we believe this 1s not inconsistent with a pro-investment
policy 1n our sector by the Government of Zmbabwe In this regard, and indeed partly n anticipation of a rational and
well-conceived indigenisation pohcy, AGR has been proactive in its engagement of local businessmen especially iocal
black businessmen indigenous to Zimbhabwe We are proud of this | personally have steadfastly remained colour-blinded
in this regard and so it has been demographically inevitable that most of my peers and associates are black We see
ndigenisation policies as 'a positive’ and like all laws of Zmbabwe we intend to achieve full compliance once legislated
We are forthnght and open i our approach to this issue and shall remain so We are explonng ways, within Zimbabwe's
stringent exchange control regime, to reward (with equity options) those staff and managernent vital to operations
including a majority who are classified as indigenous Zimbabweans This may coincidentally assist In compliance with
the indigenisation policies

In canclusion | would like to thank our shareholders for maintanng the patence we requested from the outset This s
a dynam:c young company with an ambitious strategy that the Board belisves should yield substantial shareholder value
i the years to come | thank my Board which has been balanced and positive throughout Qur technical team s
outstanding and continues to grow with the company | thank them and all the staff that are contnbuting so productively

1 e company |t 1s an absolute pleasure and prvilege to work with a self-meotivated team of people

Chief Executive Qtficer

15 August 2007
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Report of the directors for the year ended 28 February 2007

The directors present therr report together with the audited financial statements for the year ended 28 February 2007
Results and dividends

The consolidated income statement 1s set out on page 16 and shows the loss for the year

The directors do not recommend the payment of a dwvidend

Principal activities, review of business and future developments

The Group I1s engaged in the exploration for and development of mineral projects in Sub-Saharan Afnca Since
ingorporation the Group has built an interasting portfolio of projects i Zmbabwe

The directors consider the Group's key performance indicators to be the level of cash resources avalable for exploration
expenditure and the level of mineral reserves identified in ts exploration portfolio Dstalls on the level of cash resources
and wtilization of those resources are detaled below Detals on mineral reserves are included in the Chief Executive
Officer’s report on pages 4 to 9

The review of the business I1s given in the Chief Executive Officer’s report on pages 4 to 9
Financial instruments

Detaills of the use of hinancial Instruments by the company and its subsidiary undertakings are contained in note 18 of
the financial statements

Charitable and political contributions

Durning the year the group made chantable contributions of £9,589 (2006 - £Nil)
The group made no political contnbutions duning the year (2006 - £Nil)

Policy and practice on the payment of creditors

The Group's policy 1s to settle terms of payment with suppliers when agreeing terms of business, to ensure that supplers
are aware of the terms of payment and to abide by them It 1s usual for suppliers to be paid within 30 days of receipt of
Inveice

The number of average days purchases of the company represented by trade creditors at 28 February 2007 was 11
days (2006 - 40 days)

Cash resources

As can be seen from the balance sheet cash resources for the group at 28 February 2007 were a Iittle In excess of
£1 5m During the year the loss (administrative expenses less finance income) after adding back the non cash share
option charge was some £1 3m (£109,000 per month} There was expendiiure of some £3m on capital assets a major
part of which consisted of driling on the Pickstone-Peerless and Glant gold properties

The Company raised £4 5m {£4 35m after expenses) through a placing in July 2007 and at 31 July 2007 cash balances
stood at £5 1m The net monthly expenditure in the five months to July 2007 was thus approximately £150,000 This
figure reflects sama reduction achigved in overheads and the fact that recent exploration emphasis has been on relativety
low cost geochemical and geophysical work

10




2007 GROUP ANNUAL REPORT AND FINANCIAL STATEMENTS

On the basis of a monthly overhead cost of £100,000, which may increase with employment of additional senior
geologists, the current cash balance of the Group allows significant head room for discretionary expenditure on
exploration in the coming year and also, in the event of favourable dispute resolution, on initial diamond production
costs

Risks

The principal nsks and uncertainties facing the Group are the normal ones inherent In carrying out exploration In addition
the Group face particular country nsks due to the fact that almost all of its operations are currently in Zmbabwe where
there 15 political and economic instabiity These country nsks are further addressed in Note 1 to the Financial
Statements

Directors

The drectors who served durning the year and up to the date hereof were as {ollows -

Date of Appointment Date of Resignation
Stuart Bottomley 270505 -
Andrew Cranswick 120405 -
lan Fisher 120405 -
Michael Kellow 2203086 -
Roy Tucker 050405 -
Peter Vanderspuy 121206 02 03 07

Directors’ Interests

The interests n the shares of the Company of the Directors who served durning the year were as follows -

Ordinary Shares Share Options Ordinary Shares Share Options
held at 28 held at 28 held at 28 held at 28
February 2006 February 2006 February 2007 February 2007

of 1p each of 1p each
Stuart Bottomley 890,080 2,000,000 1,376,480 3,650,000
Andrew Cranswick 5,400,000 2,000,000 5,400,000 7,115,000
lan Fisher 4,900,000 2,000,000 4,900,000 4,695,000
Michael Kellow - 2,500,000 - 4,150,000
Roy Tucker 1,122,223 2,000,000 1,122,223 4,695,000

Peter Vanderspuy - - - R

All the interests were beneficial and no director has any interest in the shares of any of the subsidiary companies

1
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Auditors

All of the current directors have taken all the steps that they ought to have taken to make themselves aware of any
mformation needed by the company’s auditors for the purposes of therr audit and to establish that the auditors are aware
of that Information The directors are not aware of any relevant audit information of which the auditors are unaware

BDO Stoy Hayward LLP have expressed ther willingness to continue in office and a resolution to re appoint them will
be proposed at the annual general meeting

Post Balance Sheet Event

On 25 July 2007, thg Company completed a successful equity fund raising The placement raised £4 5 millon before
placement expensas, resulting in the 1ssue of 31,034,482 new ordinary shares in the Company The funds ara intended
to be used for on-going exploration

By orddriof the Board

-
W) C A~
Roy Tucker

Secretary

15 August 2007

12
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Statement of directors’ responsibilities

The directors ara responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the company, for safeguarding the assets of the company, for taking reasonable steps faor
the prevention and detection of fraud and other wregulanties and for the preparation of a Drrectors’ Repart which
complies with the requirements of the Companies Act 1985

The directors are responsible for preparing the annuat report and the financial statements in accordance with the
Compantes Act 1985 The directors have chosen to prepare financial statements for the group and the company In
accordance with International Financial Reporting Standards as adopted by the European Union (IFRSs)

International Accounting Standard 1 requires that financial statements present farly for each financial year the
company’s financial position, financial performance and cash flows This requires the faithful representation of the effects
of transactions, other events and conditons in accordance with the defintions and recognition crntena for assets,
habilities, ncome and expenses set out In the International Accounting Standards Board's ‘Framework for the
preparation and presentation of financial statements’ In wrtually all circumstances, a farr presentation will be achieved
by comphance with all applicable IFRSs A far presentation also requires the Directors to

. consistantly select and apply appropnate accounting policies,

. present information, including accounting policies, in a manner that provides relevant, relable, comparable and
understandable information, and

. provide additional disclosures when compliance with the specific requirements in IFRSs 1s insufficient to enable
users to understand the impact of particular transactrons, other events and conditions on the entity’s financial
position and financia! performance

Financial statements are published on the group’s website in accordance with legislation in the United Kingdom
governing the preparation and dissemination of financial statements, which may vary from iegislaton in other
junisdictions The maintenance and integrity of the group's website 1s the responsibility of the directors The directors’
responsibility also extends to the ongoing integrity of the financial statements contained therein
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. Report of the Independent Auditors

| To the shareholders of African Consolidated Resources plc

We have audited the group and parent company financial statements {the “financial statements”) of Afncan Consolidated
Resources plc for the year ended 28 February 2007 which compnse the group iIncome statement, the group and parent
company balance shests, the group and parent company cash flow statements, the group and parent company
statements of change in shareholders' equity and the related nates These financial statements have been prepared
. under the accounting policies set aut theren

Respective responsibllities of directors and auditors

The directors’ responsibililies for prepanng the annual report and the financial staterments in accordance with applicable
law and International Financial Reporting Standards (IFRSs) as adopted by the European Union are set out in the
: statement of directors’ responsibilities
\

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditing {UK and Irefand}

We report to you our opinion as to whether the financial statements give a true and farr view and have been properly
prepared in accordance with the Companies Act 1985 and whether the information given in the Directors’ Report 1s
consistent with those financial statements We also report to you If, In our opinion, the company has not kept proper

specified by law regarding directors’ remuneration and other transactions 18 not disclosed

|
I
accounting records, If we have not received all the information and explanations we require for our audit, or if information
We read other informaton contaned in the annual report and consider whether It 1s consistent with the audited financial
1 statements The other information comprises only the Directors’ Report, the Chief Executive Officer’s Report and the
. Statement of Directors’ Responsibilities We consider the tmplications for our report If we become aware of any apparen
misstaternents or matenal Inconsistencies with the financial statements Our responstbilities do not extend to any other

information

Our report has been prepared pursuant to the requirements of the Companies Act 1985 and for no other purpose No
person 1s entitled to rely on this report unless such a person Is a persen entitled to rely upon this report by virtue of and
for the purpose of the Companies Act 1985 or has been expressly authonsed to do so by our prior written consent
Save as above, we do not accept responsibility for this report to any other person or for any other purpose and we

hereby expressly disclaim any and all such hability
Basis of audit cpinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Auditing
Practices Board An audit mcludes examination, on a test basis, of endence relevant to the amounts and disclosures in
the financial statements It also includes an assessment of the significant estimates and judgments made by the
directars in the preparation of the financial statements, and of whether the accounting pelicies are appropnate to the
group’s and company's circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered

necessary in order to provide us with sufficient evidence to give rsasonable assurance that the financial statements are
free from matenal misstatement, whether caused by fraud or other rregulanty or error In forming our opinton we also
evaluated the overall adequacy of the presentation of information in the financial statermants
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Opinion
In our opinion

. the group financial statements give a true and fair view, in accordance with IFRSs as adopted by the Eurcpean
Union, of the state of the group's affairs as at 28 February 2007 and of s loss for the year then ended,

. the parent company financial statements give a true and far view, in accordance with IFRSs as adopted by the
European Union as applied in accordance with the provisions of the Comparues Act 1985, of the state of the
parent company’s affairs as at 28 February 2007,

. the financial statements have been properly prepared in accerdance with the Companies Act 1985, and
. the mformation gwen in the directors’ report 1s consistent with the financial statements
Emphasis of Matter - political and economic instability in Zimbabwe

In forming our opinion, which ts not qualified, we have considered the directors’ assessment {see basis of preparation
in note 1) of the poltical and economic INstability N Zmbabwe and the impact on the Group and Company Current
political unrest and vanable foreign exchange control policies and practices give nise te a significant uncertanty over the
ability of the Group and Company to realise the value of the Group's assets and the Company's Investment in Zimbabwe
for the benefit of the Company's shareholders The financial statemenis do not include the adjustments that would result
if the current political and economic pasition In Zimbabwe changed for the worse and the Group was unable to realise
the aforementioned assets

B0 _Siy_Haywasd L

BDO STOY HAYWARD LLP

Chartered Accountants and Registered Auditors

London

15 August 2007
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AFRICAN CONSOLIDATED RESOURCES PLC AND 115 SUBSIDIARIES

Consolidated income statement for the year ended 28 February 2007

Notes
Revenue
Administrative expensas
Operating loss 3

Finance income
Loss on ordinary activihes before and after taxation
Loss attribytable to the equity holders of the parent company

Loss per share - basic and diluted 8

For the year
ended

28 February 2007
Group

£

(1,809,334)
(1.809,334)

102,077
(1,707,257)
{1,707,257)

(0 96) pence

Period from

5 Apnl 2005 to
28 February 2006
Group

£

{401,961)
(401 981)
61,242
(340,719)
{340,719

(0 35} pence

The accompanying accounting policies and notes on pages 20-38 form an integral part of these financial statements
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Group and company statements of changes in equity
for the year ended 28 February 2007

Group

AL 5 Apnl 2005
Issue of shares
Share options

Loss for the penod
Al 28 February 2006
Issue of shares
Share options

Available for sale investments
- valuation losses

Loss for the year

At 28 February 2007

Company

At 5 Aprl 2005
Issue of shares
Share options

Loss for the penod
At 28 February 2006
Issue of shares
Share options

Loss for the year

At 28 February 2007

Share Share Share Available Retained
capital premium option for sale sarmings/
account account reserve reserve (losses) Total
£ £ £ £ £ £
1,456,270 2,442,790 - - - 3,899,060
- - 53,000 - - 53,000
- - - - {340,719) (340,719}
1,456,270 2,442,790 53,000 - (340,719) 3,611,341
443,671 3,891,863 - - - 4,435,534
- - 434,194 - - 434,194
- - - (10,866} - {10,866)
- - - - 1,707,257y (1,707,257)
1,899,941 6,434,653 487,194 (10,866} (2,047,976) 6,762,946
1,456,270 2,442,790 - - - 3,899,060
- - 53,000 - - 53,000
- - - - (329,449) {329,449)
1,456,270 2,442,790 53,000 - (329,449) 3,622,611
443,671 3,991,863 - - - 4,435,534
- - 434,194 - - 434,194
- - - - {1.552,294) (1,552,294)
1,899,941 6,434,653 487,194 - {1,8681,743) 6,940,045

The accompanying accounting policies and notes on pages 20-38 form an ntegral part of thess financial statements
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AFRICAN CONSOLIDATED RESCQURCES PLC AND ITS SUBSIDIARIES

Group and company balance sheets asat 28 February 2007

Note
ASSETS
Non-current assets
Intangible assets 10
Property, plant and equipment 11
Financial assets 12
Investment in subsidianes 13
Current assets
Inventory 14
Recevables 15
Other financial assets 16
Cash and cash equivalents 18
Total current assets
Total Assets
EQUITY AND LIABILITIES
Capital and reserves attnbutable
to equity holders of the company
Called-up share capital 19
Share premium account 19
Retained garnings 21
Avallable for sale reserve 21
Share option reserve 21
Total equity
Current habilities
Trade and other payables 17

Total current habilities

Total Equity and Liabilities

The accounts on pages 16 to 38 were approved by the Board of Directors on 15 August 2007 and signed on s behalf

by Roy C Tucker, Director
P ('([/ chov"

The accompanying accounting ptfjnﬂles and notes on pages pages 20 to 38 form an integral part of these financial

statements

28 February 28 February 28 February 28 February
2007 2006 2007 2006

Group Group Company Company

£ € £ £
4,962,150 2,329,211 469,100 528,613
372,748 142,376 37,219 39,782
6,606 17,472 394 394

- - 3 2
5,341,505 2,489,059 506,716 568,791
32,608 50,775 - 50,775
84,632 53,985 5,097,283 1,990,447
20,891 25,801 - -
1,514,548 1,975,166 1,503,232 1,972,366
1,652,679 2,105,727 6,600,515 4,013,588
6,994,184 4,594,786 7,107,231 4,582,379
1,889,941 1,456,270 1,899,941 1,456,270
6,434,653 2,442,790 6,434,653 2,442,790
(2,047,976) (340,719) (1,881,743) {329,449}
(10,866) - - -
487,194 53,000 487,194 53,000
6,762,946 3,611,341 6,940,045 3,622,611
231,238 983,445 167,186 959,768
231,238 083,445 167,186 959,768
6,994,184 4,594,786 7,107,231 4,582,379

18




2007 GROUP ANNUAL REPORT AND FINANCIAL STATEMENTS

Group and company cash flow statements

for the year ended 28 February 2007

CASH FLOW FROM OPERATING ACTIVITES
Loss on ordinary activities

Adjustments for

Depreciation

Finance income

Profit on sale of financial assets

Share option charges

Changes in working capital
Increase In recevables
Decrease/{increase) In nventones

(Decrease)/Increase In payables

Cash generated from operations
Investing activities

Payments to acquire intangible assets

Payments to acquire property, plant and equipment

Payments to acquire financial assets

Proceeds on disposal of property, plant and eguipment

Proceeds on disposal of financial assets

Interest receved

Financing Activities

Proceeds from the 1ssue of ordinary shares, net of issue costs 4,460,267

(Decrease)/Increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

For the For tha

For the year period from  For the year penod from
ended 5 April 2005 to ended 5 April 2005 to

28 February 28 February 28 February 28 February
2007 2006 2007 2006

Group Group Company Company

£ £ £ £
(1,707,257}  (340,719) (1,552,294)  (329,449)
59910 10,243 13,998 3,126
(102,077} (61,242) {94,306) (59,456)
(38,607) - - -
409,461 53,000 409,461 53,000
328,687 2,001 329,153 {3,330)
(30,647) (53,985) (2,640,169) (1,990,447)
18,167 (50,775) 50,775 (50,775)
(752,207) 983,445 (792,582) 950,768
(v64,687) 878,685 (3,381,976) {1,081,454)
{2,143,257) 539.967 (4.605,117) {1,414,233)
(2,632,939) (2,328,211) (407,155) {528,613)
[@05,279)  {152,619) {11,435) {42,908)
(120,000) {56,653) - (396)
14,996 - - -
163,517 13,380 - -
102,077 61,242 94,306 59,456
(2,777,628) (2,463,861)  (324,284) (512,461)
3,899,080 4,460,267 3,899,060

(460,618) 1,975,166 (469,134) 1,972,366
1,975,166 - 1,972,366 -
1,514,548 1,975,166 1,503,232 1,972,366

The accompanying notes and accounting policies on pages 20-38 form an integral part of these financial statements
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AFRICAN CONSQLIDATED RESQURCES PLC AND 115 SUBSIDIARIES

Statement of accounting policies for the year ended 28 February 2007

1 Accounting Policies
Basis of preparation

The principal accounting policies adoptad in the preparation of the financial iInformation are set out below The policies
have been consistently applied throughout the current and prior perod presentad, unless otherwise stated These
financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs and
IFRIC interpretations) issued by the International Accounting Standards Board {(IASB) as adopted by the European Union
and with those parts of the Companies Act 1985 applcable to companies preparing therr accounts under IFRS

in the preparation of the financial statements the directors have considered the current political and economic instability
in Zimbabwe and the impact on the Group and Company

The presidential electrons scheduled for 2008, together with the soanng inflation, high unemployment and collapse of
the value of the Zimbabwean dollar, and the strong opposition to change in the country has attracted global cnticism

The foreign currency account approval process of the Central Reserve Bank does not, in practice, operate in ing with
the published Central Reserve Bank terms of trade and adversely affects the timing of receipt of foreign currency for the
group

The directors have further considered the qualty of the assets held by the company through its investment In its
subsidiary undertaking and have concluded that the current political and econormic instability are not detrimental to the
long term value of the assets to the shareholders of the company

During the year, the company adopted the following standards

+ |IFRS 6 “Exploration for and Evaluation of Mineral Resources™ (effective from 1 January 20086)

+ |AS 19 (Amendment) “Employee Benefits” (effective from 1 January 2008)

= |AS 21 {Amendment) “Net investment in a Foreign Operation” (effective from 1 January 2006)

* 1AS 39 {Amendment) “The Fair Value Option™ (effective from 1 January 2006)

« IFRIC 4 “Determining whether an Arrangement contains a Lease” (effective from 1 January 20086)
The adophion of these standards has had no effect on the net assets or the results for the year

The Company has chosen not to adopt early those standards which will become applicable in subsequent years These
include IFRS 7 Financial Instruments - Disclosures, effective for penods beginning 1 January 2009, IFRS 8 Operating
Segments, effective for penods beginning 1 January 2009, and IFRIC's 8 to 14, eflective for pertods beginrung between
1 May 2006 and 1 January 2008 The implementation of these standards 15 not expected to have a significant impact
on the financial statements IFRS 8, IAS 23 and IFRIC's 12-14 have not yet been endorsed by the European Union

The preparation of the group financial statements in conformity with generally accepted accounting principles requires
the use of estimates and assumptions that affect the reported amounts of assets and habiites and disclosure of
contingent assets and habiities at the date of the financial statements and the reported amounts of revenues and
expenses dunng the reporting penod  Although these estimates are based on management's best knowledge of current
events and actions, actual resuits may ultimately differ from those estimates The estimates and assumptions that have
a significant nsk of causing a matenal adjustment to the carrying amounts of assets and hiabilities in the next financial
year are discussed below
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a) Useful fives of properly, plant & equipment

Property, plant and equipment are depreciated over ther useful economic lives Useful economic ives are based
on management's estmates of the penod that the assets will be in operational use, which are pencdically
reviewed for continued appropriateness Due o the long e of certain assets, changes to estmates used can
result n significant vanations in tha carrying value

b} Impairment of intangibles

The group I1s required to test, on an annual basis, whether deferred exploration gosts, mining options and licence
acquisiion costs have suffered any imparment The recoverable amounts are dstermined based on an
assessment of the economically recoverable mneral reserves, the ability of the group to obtain the necessary
financing to complete the development of the reserves and future profitable production or proceeds from the
disposition of recoverable reserves Actual outcomes may vary

c) Share based payments

The group operates an equity settled share based remuneration scheme for key employees Employee services
recewved, and the comesponding increase in eguity, are measured by reference to the far value of equity
mnstruments at the date of grant The far value of the share options Is estimated by using the Black Scholes
model on the date of grant based on certan assumptions Those assumptions are descnbed In note 20 and
include, among others, the expected volatility and expected life of the options

Basis of cansolidation

Whers the Company has the power, eitther directly or indirectly, to govern the financtal and operating policies of another
entity or business so as to obtan benefits from its actvities, it 1s classified as a subsidiary The financial information
prasents the results of the Company and its subsidianes {the “Group™} as if they formed a single entity Inter-company
transactions and balances between Group companies are therefore eliminated in full

Business combinations

The financial inforrmation incorporate the results of business combinations using the purchase method In the
consolidated balance sheet, the acquiree's identfiable assets, labiities and contingent liabiities are imitially recogrnised
at therr far values at the acquisition date The results of acquired operations are included in the consolidated income
statement from the date on which control s obtained The Licences acquired have been valued at therr fair value using
appropnate valuation techruques and posied to intangible assets

Forelgn currency

The functional currency of the Company and all of its subsidianes, 1s Pound Sterling, which is the currency of the primary
economic environment I which the Company and all of its subsidianes operate The Zimbabwean subsidianes retain
ledgers In the functional currency and where transactions are denominated in Zimbabwe Dollars, they are translated at
the best rate achievable given all relevant circumstances at the time

Transactions entered mnto by the Group entiies in a currency other than the currency of the pnmary economic
environment 1In which it operates (the *functiona! currency”) are recorded at the rates ruling when the transactions occur
Foreign currency monstary assets and labilities are translated at the rates ruling at the balance sheet date Exchange
differences ansing on the retranslation of unsettled monetary assets and liabilities are similarly recognised immediately
n the Income statement, except for foreign currency borrowings qualfying as a hedge of a net investment in a foresgn

operation
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Provision for abandonment costs

Provision for abandonment costs are recognised at the commencement of mining The amount recognised 1s the
present vafue of the estimated future expenditure determined In accordance with local conditions and requirements A
corresponding tangible fixed asset of an amount equivalent to the provision I1s also created This 1s subsequently
depreciated as part of the capital costs of production Any change in the present value of the estimated expenditure is
reflected as an adjustment to the provision and the fixed assets

Share-based payments

Whare share options are awarded to employees, the far value of the options at the date of grant 1s charged to the
income statement over the vesting penod Non-market vesting conditions are taken into account by adjusting the
number of equity iInstruments expected to vest at each balance sheet date so that, ulimately, the cumulative amount
recognised over the vesting perntod 1s based on the number of options that eventually vest Market vesting conditions
are factared into the far value of the options granted As long as alt other vesting conditions are satisfied, a charge 1s
made Irrespective of whether the market vesting conditions are satisfied The cumulative expense 1s not adjusted for
fallure to achieve a market vasting condition

Where the terms and condittons of options are modified before they vest, the increase in the far vaftue of the aoptions,
measured immedtately before and after the modification, ts also charged to the income statement over the remaining
vesting penod

Where equity mstruments are granted to persons ¢thar than employees, the income statement 1s charged with the farr
value of goods and services received

Tax
The mgjor components of ncome tax on tha profit or loss from ordinary activities include current and deferred tax

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

Income tax 1s charged or credited to the income statement, except when the tax relates to terms credited or charged
drectly to equity, In which case the tax 1s also dealt with In equity

Deferred tax

Deferrad tax assets and habilities are recognised where the carrying amount of an asset or hability 1n the balance sheet
differs to 1ts tax base, except for differences arnsing on

¢ The imitial recognition of goodwall,
*  Goodwill for which amartisation I1s not tax deductible

* The imtial recognition of an asset or llability in a transaction which is not a business combination and at the tme of
the transaction affects neither accounting or taxable profit, and

e |nvestments in subsidiaries and jointly controlled entities where the group 1s able to control the timing of the reversal
of the difference and it 1s probable that the differences will not reverss in the foreseeable future

Recognition of deferred tax assets is restricted to those instances where it 1s probable that taxable profit will be available
against which the difference can be utilised

The amount of the asset or hability 1s determined using tax rates that have been enacted or substantially enacted by the
balance sheet date and are expected to apply when deferred tax habilities/{(assets} are settled/(recoverad) Deferred tax
balances are not discounted
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Deferred development and exploration costs

In accordance with the full cost method, all costs associated with mining property development and investiment are
capitalized on a project-by-project basis pending determination of the feasibility of the project Costs incurred include
appropriate technical and administrative expenses but not general overheads If a mining property development project
15 successful, the related expenditures will be amortised over the estimated hfe of the commercial ore reserves on a unit
of production basis Where a licence 1s relinquished, a project 1s abandoned, or 1s considered to be of no further
commercial value to the company, the related costs wilt be written off

Unevaluated mining properties are assessed at each year end and where there are indications of impairmant these costs
are written off to the income statement The recoverability of deferred mining property costs and interests 1s dependent
upon the discovery of economicalty recoverable reserves, the ability of the Group to obtain necessary financng to
complete the development of reserves and future profitable production or proceeds from the disposition of recoverahle
reserves

Proved mining properties

Deptetion and amortisation of the full-cost pools 1s computed using the units-of-production method based on proved
reserves as determined annually by management

Mineral nghts

Mineral nghts are recorded at cost less amortisation and prowsion for dminution in value Amortisation will be over the
estimated !fe of the commercial ore reserves on a unit of production basis

Licences for the exploration of natural resources will be amortised over the lower of the Iife of the licence and the
estimated ife of the commercial ore reserves on a unit of production basis

Property, plant and equipment

ltems of property, plant and equipment are initially recogrised at cost As well as the purchase price, cost includes
directly attnbutable costs and the estimated present value of any future costs of dismanting and remowving items The
corresponding lability 1s recognised within provisions

Plant 1s subsequently carned at far value, based on penodic (usually triennial) valuations by a professionally qualified
valuer Changes in farr value are recognised in equity {the *revaluation reserve") An appropriate transfer 1s made from
the revaluation reserve to the profit and loss reserve whean plant 1s expensed through the income statement (eg through
depreciation, impawrment or sale) All other items of property and eguipment are carrned at depreciated cost
Depreciation 1s provided on all other items of property and equipment is to write off the carrying value of items over ther
expected useful economic ives It 1s appled at the following rates

Plant and machinery - 25% per annum, straight line
Fixtures and fittings - 25% per annum, straight line
Computer equipment - 33% per annum, straight ine
Motor vehicles - 20% per annum, straight line

The depreciation on assets utiised directly for exploration actvittes 15 capitahsed as deferred exploration costs
Depreciation in respect of all other assets 1s charged to administrative expenses In the income statement
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Financial assets

The group’s financial agsets consist of cash and cash equivalents, trade and other receivables and other current financial
assets The group's accounting policy for each category of financial asset I1s as follows

Loans and recewvables These assets are non-denvative financial assets with fixed or determinable payments that are
not quoted In an active market Loans and other recevables are carmed at cost less any provision for impairment

Far value through profit and loss This category compnises only in-the-money denvatives They are carried in the balance
sheet at far value with changes In farr value recogrused in the Income statement

Avallable for sale Non-denvative financial assets not included in the categones above are classified as avallable-tor-sale
and comprise the group’s strategic Investments in entities not qualifying as subsidiaries, associates or jointly controlled
entities They are carried at fair value with changes in fair value recognised directly in squity Where a decline in the farr
valug of an avallable-for-sale financial asset constitutes evidence of impairment, the amount of the loss 1s removed from
equity and recognised in the iIncome statement

Financlat liabilities

The Group's financial kabiities consist of trade and other payables, which are initially recognised at far value and
subsequently carried at amortised cost

Inventones

Inventones are uhially recognised at cost, and subsequently at the lower of cost and net realisable value Cost
compnses all costs of purchase, costs of converston and other costs incurred In bringing the mventones to their present
location and condition

Weighted average cost I1s used to determine the cost of ordinanly inter-changeabls items
Cash and cash equivalents

Cash compnses cash in hand and balances with banks Cash equivalents are short term, highty iquid accounts that are
readily converted to known amounts of cash  They include short term bank deposits onginally purchased with maturities
of less than 3 months

Leased assets

Where assets are financed by leasing agreements that do not give nghts approximating ownership, these are treated as
operating leases The annual rentals are charged to the income statement on a straight line basis over the term of the
lease

Pension costs

Contributions to defined contnbution pension schemes are charged ta the incormne statement in the year to which they
relate
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Notes to financial statements forthe year ended 28 February 2007

2 Segmental analysis

The Group operates In one business segment, the exploration for and production of mineral assets Afncan

Consolidated Resources plc has interests in one geographical segment being Zmbabwe

3 Group loss from operations

For year ended Period from
28 February 5 April 2005 to |
2007 26 February 2006 ;
Group Group
£ £ |
i
Operating loss s stated after charging/{crediting)
]
Auditors' remuneration - audit 34,255 21,990 {
{Company £29,000) (2006 - £20,000)
Auditors’ remuneration - services relating to corporate 32,948 -
finance transactions (Company £ 32,948) (2006 - £nil} :
i
Depreciation 59,910 10,243 |
Office lease 12,262 B8B1 )
i
Foreign exchange gans (17,380) (5,697) '
Share issue and IPO related expenses 623,717 - !
1
Employee share option expense 409,461 53,000 :
I
Employee pension costs 6,075 - i
Wages and salanes 179,026 403
Profit on disposal of financial assets (38,607) - |
- |
4 Auditors’ remuneration
For auditing of accounts of the Company pursuant to legistation 29,000 20,000 1
For auditing of accounts of subsidiarnies of the Company 5,255 1,990 3
pursuant to legislation i
For services relating to corporate finance transachions 40,000 - ;
74,255 21,980

Cf the amounts paid or payable 10 the auditors for the services relating to corporate finance transactions, £32,948 was 5

charged to the income statement and £7,052 charged to the share premium account
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5 Taxation

Thers 15 no tax charge arising for the Group for the year
The tax assessed for the year 15 lower than the standard rate
of corporatton tax in the UK The differences are explained

Loss before taxation

Loss before taxation at the standard rate of corporation tax
in the UK of 30%

Expenses disallowed for tax {principally depreciation,
share 1ssue expsnses and share option expenses)

Loss carned forward
Tax charge for the penod

Factors that may affect future tax charges

For year ended
28 February
2007

Group

£

(1,707,257)

(512,177)

297,926

214,251

Panod from

5 April 2005 to
28 February 2006
Group

£

(340,719)

(102,216)

3,073

99,143

At the 28 February 2007, the Company had UK tax losses of approximately £863,000 {2006- £240,000) carned forward
which will bs utitsed against future profits However these losses are cnly recoverable against future profits, the timing

of which 1s uncertain and as a result no deferred tax asset 15 bang recognised In these losses

6 Employees

Staff costs (including directors) consist of Group Group Company Company
2007 2006 2007 2006
£ £ £ £
Wages and Salanes - management 156,125 - 143,125 -
Wages and Salanes - other 22,801 403 - 403
179,026 403 143,125 403
Consultancy Fees 281,458 185,157 276,663 183,503
Social Security Costs 639 - 639 -
Pension Costs 6,075 - 6,075 -
467,198 185,560 426,502 183,906

The average number of employees (including directors) dunng the year was as follows
Group Group Company Company
2007 2006 2007 2006
Number Number Number Number
Wages and Salanes - management 6 6 6 5
Wages and Salanes - other 8 - - -
14 6 6 5

26




2007 GROUP ANNUAL REPORT AND FINANCIAL STATEMENTS

7 Directors' remuneration

2007 2006

£ £

Directors emoluments 143,125 -
Company contributions to pension schemes 6,075 -
Amounts paid to third parties in respect of directors' services 188,488 137,125
337,688 137,125

The directors’ remuneration represents the emoluments paid to key management

Out of the share based payment charge (see note 3) of £409,461 (2006 ES53,000), £333.461 (2006 £41.222) relates

to directors

Emoluments paid to the highest paid director, including amounts paid to third parties in respect of directors services 15

£82,500 (2006 - £47,000)

One director (2006 one) accrued benefits under a defined centribution scheme during the year

No directors {2006 nil) exercised share options during the year

8 Loss per share

For the year ended
28 February

2007

Group

Loss per Crdinary Share has been calculated using the

weighted average number of Ordinary Shares in 1s5Ue guring

the relevant financial penod

The weighted average number of Ordinary Shares in issue for the year I1s 177,289,260

Losses for the Group for the year are () (1,707,257)
Loss per share basic and diluted {0 96p)

The sftect of all potentially dilutive share options 15 anti-dilutive

9 Loss for the financial year

Period from

5 April 2005 to
28 February 2006
Group

96,567,209
(340,719)
(0 35p)

The Company has taken advantage of the exemption allowed under Section 230 of the Companies Act 1885 and has

not presented its own income statement in these financial statements The Group loss for the year includes a loss after

taxation of £1,552,294 (2006 - £329,448), which i1s dealt with in the financial statements of the parent company

f
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10 Intangible assets

Group

Cost at 28 February 2006
Additions during the year
Cost at 28 February 2007

Company

Cost at 28 February 2006
Additions during the year
Disposals during the year
Cost at 28 February 2007

Group

Cost at 5§ Apnl 2005
Addions during the pernod
Cost at 28 February 2006

Company

Cost at 5 Apnl 2005
Addstions during the perod
Cost at 28 February 2006

11 Property, plant and equipment

Group

Cost at 28 February 2006
Additions durning the year
Disposals during the year

Cost at 28 February 2007
Depreciation at 28 February 2006
Charge for the year

Depreciation at 28 February 2007

Net book amount at 28 February 2007

AFRICAN CONSGLIDATED RESCURCES PLC AND 115 SUBSIOIARIES

Deferred Licence

exploration Mining acquisition
costs options costs Total
£ £ £ £
554,689 14,178 1,760,344 2,329,211
2,327,906 33,483 271,550 2,632,939
2,882,595 47,661 2,031,894 4,962,150
468,144 14,178 46,291 528,613
108,122 33,483 264,550 407,155
{466,668) - - (466,668)
110,598 47,661 310,841 469,100
554,689 14,178 1,760,344 2,329,211
554,689 14,178 1,760,344 2,329,211
468,144 14,178 46,291 528,613
468,144 14,178 46,291 528,613

Plant and Fixtures, Computer Motor
machimery fittings & assets vehicles

equipment Total
£ £ g £ £
14,187 10,578 23,122 104,732 162,619
169,375 8,163 8,359 119,382 305,279
. - - (14,996) (14,996}
183,562 18,741 3,481 209,118 442,802
912 363 1,490 7,478 10,243
13,951 3,485 9,304 33,080 59,910
14,863 3,848 10,884 40,558 70,153
168,699 14,893 20,597 168,560 372,749
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Plant and Fixtures, Computer Motor
machinery fittings & assets vehicles
equipment Total
Company £ £ £ £ £
Cost at 28 February 20086 11,483 3,953 22,239 5,233 42,908
Additions during the year - - 4,335 7,100 11,435
Cost at 28 February 2007 11,483 3,953 26,574 12,333 54,343
Depreciation at 28 February 2006 889 246 1,468 523 3,126
Charge for the year 2,87 a88 8,737 1,402 13,998
Depreciation at 28 February 2007 3,760 1,234 10,205 1,925 17,124
Net book amount at 28 February 2007 7,723 2,719 16,369 10,408 37,219
Group
Net book amount at § Apnl 2005 - - - - -
Additions dunng the penod 14,187 10,578 23,122 104,732 152,619
Depreciation dunng the pertod 912 363 1,490 7,478 10,243
Net book amount at 28 February 2006 13,275 10,215 21,632 97,254 142,376
Company
Nat book amount at 5 Apnl 2005 - - - - -
Additions dunng the period 11,483 3,953 22,239 5,233 42,908
Depreciation dunng the pernod 889 246 1,468 523 3,126
Net book amount at 28 February 2006 10,594 3,707 20,771 4,710 39,782
12 Financial assets (Non current)
28 February 28 February 28 February 28 February
2007 2006 2007 2006
Group Group Company Company
£ £ £ £
Cost at the beginning of the year 17,472 - 394 -
Additions duning the year - 17,472 - 394
Movement in far value (10,866) - - -
Cost at the end of the year 6,606 17,472 304 394

The avatlable for sale investmentis represents Investments in quoted companies
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13 Investment in subsidianes

Cost at the beginning of the year
Addtions during the year

Cost at the end of the year

AFRICAN CONSOLIDATED RESQURCES PLC AND 15 SUBSIDIARIES

2B February 28 February
2007 2006
Company Company
£ £

2
1 2
3 2

The principal subsidianes of African Consolidated Resources plc, all of which are included in these consolidated Annual

Financial Statements are as follows

Company

Abbarre Limited

Millwall International Investments Limited

Mimic Mining UK Limited

Canape Investments (Private) Limited

“Breckrdge Investments (Private) Limited

*Lescaut Investments (Private) Limited

* Incirectly held

14 Inventory

Matenal and supplies

Proportion of Ordinary shares

Country of held by group
registration 2007 2006
United Kingdom  100% 100%
BvI 100% -
Urited Kingdem  100% -
Zimbabwe 100% 100%
Zimbabwe 100% 100%
Zimbabwe 100% 100%
28 February 28 February
2007 2006
Group Group
£ £
32,608 50,775

28 February

Company

Nature of
business

Holding company

Mining exploration
and development

Holding company

Mining exploration
and dewvelopment

Mirung exploration
and development

Miring exploration
and development

28 February

2007 2006
Company

£ £

- 50,775

There 18 no matenal difference between the replacement cost of stocks and the amount stated above Inventories
consumed as an expense dunng the year by the Group were £25,485 (2006 £186) No inventories were consumed as

an expense by the Company in either the current or previous year end
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15 Recevables

28 February 28 February 28 February 28 February

2007 2006 2007 2006

Group Group Company Company

£ £ £ £

Advance to Group Companies - - 5,022,835 1,936,462
Other recevables 84,632 53,985 74,448 53,985
84,632 53,985 5,097,283 1,990,447

All amounts fall due for payment within one year

Advances to group companies are repayable on demand, subject to relevant exchange control approvals being

obtaned

16 Other financial asselis

Cost at 28 February 2006 25,801 - - -
Additions durning the penod 120,000 39,181 - -
Disposals (124,910} (13,380} - -
Cost at 28 February 2007 20,891 25,801 - -

Financial assets compnse sharas in ksted entities The face value of the financial assets ts not materially different to the
market value at either the current or previous year end

17 Trade and other payables

Trade payables 59,848 96,110 10,642 96,110
Cther payables 119,567 865,660 113,525 856,976
Other taxes and soctal secunty taxes 8,610 - 1,988 -
Accrued expenses 45,213 21,775 41,031 6,682

231,238 983,445 167,186 959,768

All arnounts fall due for payment within one year




AFRICAN CONSOLIDATED RESQURCES PLC AND 115 SUBSIDIARLES

18 Financial instruments - risk management

The Group's financial nstruments, other than its nvestments and financial assets (refer notes 12 and 16), comprise cash
and items ansing directly from Its operations such as trade recevables and trade payables

Credit nsk

Financial assets which potentially subject the Group to concentrations of credit risk consist principally of cash, short term
deposits and trade receivables Cash balances are all held at recognised financral institutions Trade receivables are
presented net of allowances for doubttul recevables Trade recevables currently form an insignificant part of the Group’s
business and therefore the credit nsk associated with thamn 1s also insignificant to the Group as a whole

Interest rate risk management

The Group has adopted a non speculative policy on managing interest rate nsk Only approved financia! institutions with
sound capital bases are used to barrow funds and to invest surplus finds in The Group had no borrowing facilsties at
either the current or previous year end

Liquidity risk management

Borrowing facilities are negotiated with approved financial institutions at acceptable interest rates All assets and
llapilihies are at the floating interest rate The Group seeks to manage its financial nsk to ensure that sufficient hquidity 1s
avallable to meet the foreseeable needs both in the short and long term

Foreign exchange risk management

Foreign exchange risk ts inherent in the Group's activities and Is accepted as such The majonty of African Consolidated
Resources’ expenses are denominated in Pounds Sterling

The Group seeks to obtain a favourable interest rate on its cash balances through the use of bank deposits The
weighted average Iinterest rate of the short term deposits utilised during the year was approximately 5% At the year end
the Group had a cash balance of £1,514,548 compnsing of the following balances

28 February 28 February

2007 2006

Group Group

£ £

Bntish pounds 1,385,720 1,971,161
United States dollars 119,485 -
Zimbabwean dollars 9,343 4,005
1,514,548 1,975,166

In the director's opirion there 1s ne matenal difference between the base and far value of financial assets and habilires
at either the current or the previous year end
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19 Share capital

Number of shares Nomunal value Share premium
£ £
Authorised
Ordinary shares of £0 01 sach 1,000,000,000 10,000,000 -
Issued
Called up, allotted and fully paid
As at 5 Apnl 2005 - - -
Issuad dunng the period 145,626,980 1,456,270 2,442,790
As at 28 February 2006 145,626,980 1,456,270 2,442,790
Issued during the year
10 April 20086 9,605 214 95,062 576,313
18 Apnl 2006 500,000 5,000 30,000
30 June 2006 33,333,333 333,333 3,329,836
11 August 2006 928,571 3,286 55,714
As at 28 February 2007 189,094,098 1,899,941 6,434,653
20 Share based payments
Share Outstanding at Granted Exercised Outstanding at Final
options 28 February 2006 during year during year 28 February 2007 exercise date
Exercise price
4 5p 2,500,000 - - 2,500,000 October 2007
4 5p 1,111,111 - - 1,111,111 June 2010
4 5p 11,000,000 - - 11,000,000 June 2011
7 Op 1,500,000 - - 1,500,000 March 2009
7 0p 928,571 - (928,571} - -
70p 37,500 - - 37,500 June 2011
12 Op - 666,667 - 666,667 June 2009
12 0p - 5,500,000 - 5,500,000 June 2011
150p - 5,500,002 - 5,500,002 June 2011
18 0p - 5,499,098 - 5,499,998 June 2011
17,077,182 17,166,667 (928,571} 33,315,278

All share options outstanding at 28 February 2006 were granted in the previous penod  No share options were exercised

or lapsed In the previous period

These options have been valued using the Black Scholes method on valuing options from the date of grant
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AFRICAN CONSOLIDATED RESOURCES PLC AND 115 SUBSIDIARIES

20 Share based payments (continued)

|
The company operates an unapproved share option plan for directors and senior management Detalls of the valuation |
hasis and the grant and vesting dates are contained below |

Fair value of options - Employees
Inputs to the valuation model

The fair values of awards granted under the Employee Share Option Plan have been calculated using the Black Scholes
pricing model that takes into account factors specific 10 share incentive plans such as the vesting penods of the Plan,
the expected dwvidend yield of ACR's shares and the estimated volatiity of those shares

4 5p 12p 12p 15p 15p 18p 18p
options options options options options options options
Grant date June 2005 - June 2006 June 2008 June 2006 June 2006 June 2006 June 2006
November 2005

Vesting periods  June 2007 - June 2006 - December 2007 - June 2006 - December 2007 - June 2006 - December 2007 -
June 2011 June 2011 June 2011 June 2011 June 2011 June 2011 June 2011

Share price at

date of grant 4 5p 12p 12p 12p 12p 12p 12p
Exercise price 4 5p 12p 12p 15p 15p 18p 18p
Volatility 30% 50% 50% 50% 50% 50% 50%
Option Iife 3 years 2 years 25 years 2 years 2 5 years 2 years 2 5 years
Draidend yeld Nif Nl Nl Nl Nil Nil Nil
Risk free

investment rate 4 5% 4 5% 4 5% 4 5% 4 5% 4 5% 4 5%

Volatility has been based on the volatiity of comparable hsted companies n the mining, ol and gas sector, based on
histoncal share price inforrnation

Based on the above assumptions, the farr values of the options granted are estimated to be

45p 12p 12p 15p 15p 18p 18p
options options options options options oplions options
Fair value 12p 37 42p 28p 32p 21p 26p

Expense ansing from share-based payments

Based on the above far values and ACR's expectations of employee turrover, the expense ansing from equity-settled
share options and share awards made to employees was £409,461

The Company has also granted share options to 2012860 Ontano Limited, pursuant to an agreement with
Geoinformatics Exploration Inc and to Willams de Broe plc in respect of geological and financial consultancy services
respectively provided to the Company Detals of the valuation basis and the grant and vesting dates are contained
below
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Fair value of options - Commercial
inputs to the valuation mode!

The far values of awards granted under the commercial option agreements have been calculated using the Black
Scholes pricing model that takes into account factors specific to share incentive plans such as the vesting penods of
the Plan, the expected dwdend yield of ACR's shares and the estimated volatiity of those shares

7p options 12p options
Grant date January 2006 - February 2006 Juneg 2006
Vesting penods June 2007 - June 2011 Jung 2006 - June 2009
Share price at date of grant 70p 12p
Exercise price 7 0p 12p
Volatility 30% 50%
Option 1ife 3 years 2 years
Dividend yigld Nil Nil
Risk free investment rate 4 5% 4 5%

Volatility has been based on the volatiity of comparable listed companies in the mining, ol and gas sector, based on
historical share price information

Based on the above assumptions, the fair values of the opttons granted are estimated to be

7p options 12p options
Fair value 18p 37p
Expense ansing from share-based payments

Based on the above farr values and ACR's expectations of commercial realisation, the expense arising from equity-based
commercial share options 1ssued was £24,733, which has been debited to share premium

Dunng the year 2012860 Ontano Limited exercised 928,571 ordinary share options in respect of exploration related
services provided
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21 Capital and Reserves

Group

At 5 Apnl 2005
Issue of shares
Share options

Loss for the penod
At 28 February 2006
Issue of shares
Share options

Availlable for salg investments
- valuation losses

Loss for the year

At 28 February 2007

Company

At 5 Apnl 2005
Issue of shares
Share options

Loss for the penod
At 28 February 2006
Issue of shares
Share options

Loss for the year

At 28 February 2007

The share premium account holds the balance of consideration received net of fund raising costs in excess of the par

value of the shares

The retained earnings reserve reprasents the cumulative net gains and losses recognised in the consolidated income

statement

The share options reserve represenis the accumulated balance of share benefit charges recognised in respect of share
options granted by the company

The avallabte for sale reserve holds the gans/{losses} ansing on recognising financial assets classified as avallable for

sale at farr value

AFRICAN CONSQUIDATED RESQURCES PLC AND ITS SUBSIDIARIES

Share Share Share Available Retained
capital premium option for sale earnings/
account account reserve reserve (losses) Total
£ £ £ £ £ £
1,456,270 2,442,790 - - - 3,889,060
- - 53,000 - - 53,000
- - - - [340,719)  (340,719)
1,456,270 2,442,790 53,000 - {340,719) 3,611,341
443,671 3,991,863 - - - 4,435,534
- - 434,194 - - 434,194
- - - (10,866) - {10,866)
. . - - {1,707,257) (1,707,257)
1,899,941 6,434,653 487,194 (10,866) (2,047,976) 6,762,946
1,456,270 2,442,790 - - - 3,899,060
- - 53,000 - - 53,000
. . . - (329,449)  (329,449)
1,456,270 2,442,790 53,000 - (329,449) 3,622,611
443,671 3,891,863 - - - 4,435,534
- - 434,194 - - 434,194
- - - - (1,552,294) (1,552,294)
1,899,941 6,434,653 487,194 - (1,881,743) 6,940,045

36




2007 GROUP ANNUAL REPORT AND FINANCIAL STATEMENFES

22 Acquisition of intangible assets
The detalls of the acguisition, and the respective adjustments made, are summansed below
Mimic Mining UK Limited

On 31 January 2007, the Group acquired the entire share capital, including an option to acquire Mimic Mining (Private)
Limited for £1, of Mimic Mining UK Limited, for a total congideration of £264,550 broken down as follows -

Book Fair value Fair value
value adjustments
£ £ £
Intangble assets - 264,550 264,550

Mimic Mining (Private) Limited holds only an Exclusive Prospecting Order and associated clams gving nghts to platinum
axploration in the Snakes Head region of Zmbabwe As a result this acquisition has been treated as an asset purchase
rather than a business combination

23 Related party transactions

Group

There were no related party transactions during the year in the Group other than directors and key management
emoluments which are disclosed in note 7

Company

The Gompany emoluments to directors and key management are disclosed in note 7 to the financial statements

At the year end, the Company had an outstianding locan to Canape Investments (Private) Limited {a wholly owned

subsidiary) of £2,289,295 (2006 £228,686) Dunng the year, interest of £51,093 (2006 £2,048) was accrued on this
loan This 1s included in the balance payable by Canape Investments (Private) Limited at the year end

At the year end, the Company had an cutstanding loan to Millwall International Investrments Limited {a wholly owned
subsidiary) of £2,733,538 (2006 CNil} During the year, interest of £7,065 (2006 £Nil) was accrued on this loan This s
included In the balance payable by Millwall International Investments Limited at the year end

At the year end, the Company had an outstanding loan to Abbarre Limited {a wholly owned subsidary) of £2 {2006
£1,707,776)
These debtors totalled £5,022,835 (2006 £1,936,462) at the year end and are included in note 15 to the financial

statements

The Company also charged a management fee to Canape Investments {Private) Limited of £10,000 (2006 £10,000)
during the year

S
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24 Contingent liabilities and capital commitments

There 15 a contingent hiability, which in the opirmon of the directors is not likely to exceed £63,650, In respect of the Giant
acquisihion made in the pnor period relating to resource ounces still In the process of being quantified

25 Litigation

Amongst Intangble fixed assets for the Group 1s included £95,307 representing costs of title acquisttion and of
exploration over a diamond deposit near Marange Dunng the year the Group receved notification from the Zimbabwe
Ministry of Mines that it intended to challenge the Group's legal title with respect to Marange The Group has initiated
proceedings in the Zimbabwe High Court in order to confirm this title Counset has advised that in huis optnion the
Group's title 15 good and therefore no provision aganst loss of this asset has been made

There 15 no other htigation nvolving any Group comparty

26 Post Balance Sheet Event

On 25 July 2007, the Company completed a successful equity fund rarsing The placement raised £4 5 millon before
placement expenses, resutting in the 1ssue of 31,034,482 new ordinary shares in the Company The funds are intended
to be used for on-going exploration
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