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African Eagle Resources plc

We are a UK-based mineral resources company exploring for and
developing copper and gold deposits in eastern and central Africa.

Our principal advanced
projects, which are being fast
tracked towards production,
are the Mkushi Copper Mines
in Zambia and the Miyabi gold
project in Tanzania. Behind
these lies a portfolio of earlier
stage projects which offer
substantial future upside.
African Eagle’s strategy

is to acquire and explore
promising targets and then

to bring in development
partners with the resources
and track records to take our

discoveries into production.
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22 Report of the Directors

For the year ended 31 December 2006

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the financial position
of the Company and enable them to ensure that the financial statements comply with the Companies Act 1985. They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

In so far as the directors are aware:

there is no relevant audit information of which the Company s auditors are unaware; and
the directors have taken all steps that they ought to have taken to make themselves aware of any relevant audit information and to establish
that the auditors are aware of that information.

The directors are responsible for the maintenance and integrity of the corporate and financial information included on the Companys
website. Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation
in other jurisdictions.

Post balance sheet events
Details of post balance sheet events are detailed in Note 25 on page 40.

Payment policy and practice
It is the Group s normal practice to settle the terms of payment when agreeing the terms of the transaction, to ensure that suppliers are aware
of those terms, and to abide by them.

The Company had no trade creditors at the year end.

Financial risk management objectives and policies
The Group s financial risk management objectives and policies are set out in the Financial and Risk Review on page 20.

International Financial Reporting Standards (“IFRS”)

For the year ended 31 December 2007 the Company will be required to prepare its consolidated financial statements for the interim and
year end under IFRS. The directors have started planning for the transition with the Companys professional advisers and a timetable
for the transition has been formulated. From the initial impact assessment it is anticipated that a restatement of the 30 June 2006 and
31 December 2006 Balance Sheets and Profit and Loss Accounts will be required. The main change will surround the treatment of Goodwill which
under IFRS is not amortised although under our current policies this is amortised over the estimated useful life of the assets. From
our initial assessment the restatements are not expected to be material to the financial position or operating results of the Group. Based
on current requirements the directors intend to continue to prepare the Companys individual accounts under United Kingdom Generally
Accepted Accounting Practice and adopt IFRS only for the consolidated accounts of the Group.

Auditors
Grant Thornton UK LLP offer themselves for reappointment as auditors in accordance with Section 385 of the Companies Act 1985.

On Behalf of the Board

B Metcalf
Director

1 June 2007
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23 Report of the Independent Auditor

To the members of African Eagle Resources plc

We have audited the Group and parent company financial statements (the financial statements ) of African Eagle Resources plc for
the year ended 31 December 2006 which comprise the principal accounting policies, the consolidated profit and loss account, the consolidated
and Company balance sheets, the consolidated cash flow statement, the consolidated statement of total recognised gains and losses and notes
1 to 26. These financial statements have been prepared under the accounting policies set out therein.

This report is made solely to the Company s members, as a body, in accordance with Section 235 of the Companies Act 1985. 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 opinions we have formed.

Respective responsibilities of directors and auditors
The directors responsibilities for preparing the Annual Report and the financial statements in accordance with United Kingdom law and
Accounting Standards (United Kingdom Generally Accepted Accounting Practice) 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 Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in accordance
with the Companies Act 1985. We also report to you whether in our opinion the information given in the Directors Report is consistent with the
financial statements.

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all the information and
explanations we require for our audit, or if information specified by law regarding directors remuneration and other transactions is not disclosed.

We read other information contained in the Annual Report, and consider whether it is consistent with the audited financial statements. This other
information comprises only the Report of the Directors, the Chairman s Statement, Managing Director s Review and the Review of Operations. We
consider the implications for our report if we become aware of any apparent misstatements or material inconsistencies with the financial
statements. Our responsibilities do not extend to any other information.

Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices
Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements.
It also includes an assessment of the significant estimates and judgments made by the directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate to the Groups and Companys 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 reasonable assurance that the financial statements are free from material misstatement, whether
caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in
the financial statements.

Opinion

In our opinion:
the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting Practice, of
the state of the Group s and the parent company s affairs as at 31 December 2006 and of the Group s loss for the year then ended;
the financial statements have been properly prepared in accordance with the Companies Act 1985; and

the information given in the Directors Report is consistent with the financial statements.

Grant Thornton UK LLP
Registered Auditor
Chartered Accountants

London
June 2007
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24 Consolidated Profit and Loss Account

For the year ended 31 December 2006

Restated
2006 2005
Note £ £
Administrative expenses (1,003,826) (655,147)
Share based payments (199,584) (92,871)
Exchange (losses)/gains (263,378) 473,436
Operating loss (1,466,788) (274,582)
Interest receivable and similar income 101,266 89,593
Loss on ordinary activities before taxation 2 (1,365,522) (184,989)
Tax on loss on ordinary activities 5 - -
Loss for the financial year 6 (1,365,522) (184,989)
Loss per share (pence) 7 (1.0p) (0.2p)
All operations are continuing.
Consolidated Statement of Recognised Gains and Losses
For the year ended 31 December 2006
Restated
2006 2005
£ £
Loss for the financial year (1,365,522) (184,989)
Currency differences on foreign currency net investments (1,471,535) 701,379
Total recognised (losses) and gains (2,837,057) 516,390

The accompanying notes form an integral part of these financial statements.
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25 Consolidated Balance Sheet

At 31 December 2006

Restated Restated
2006 2006 2005 2005
Note £ £ £ £
Fixed assets
Intangible assets 8
— Goodwill 39,593 106,188
— Other 7,172,869 7,169,287
7,212,462 7,275,475
Tangible assets 9 153,495 250,362
Investments 10 18,046 18,372
7,384,003 7,544,209
Current assets
Debtors 11 240,466 176,039
Cash at bank and in hand 2,516,712 1,097,881
2,757,178 1,273,920
Creditors: amounts falling due within one year 12 (180,820) (418,939)
Net current assets 2,576,358 854,981
Total assets less current liabilities 9,960,361 8,399,190
Capital and reserves
Called up share capital 13 1,478,249 1,129,550
Share premium account 14 11,803,913 7,953,968
Other reserves 15 705,723 705,723
Share based payments reserve 16 292,455 92,871
Profit and loss account 17 (4,319,979) (1,482,922)
Shareholders’ funds 18 9,960,361 8,399,190

The financial statements were approved by the Board of Directors on 1 June 2007.

B Metcalf
Director

The accompanying notes form an integral part of these financial statements.
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26 Company Balance Sheet

At 31 December 2006

Restated Restated
2006 2006 2005 2005
Note £ £ £ £
Fixed assets
Tangible assets 9 14,580 18,289
Investments 10 79,857 77,406
94,437 95,695
Current assets
Debtors 11 9,244,941 7,086,018
Cash at bank and in hand 2,418,162 904,150
11,663,103 7,990,168
Creditors: amounts falling
due within one year 12 (86,785) (72,307)
Net current assets 11,576,318 7,917,861
Total assets less current liabilities 11,670,755 8,013,556
Capital and reserves
Called up share capital 13 1,478,249 1,129,550
Share premium account 14 11,803,913 7,953,968
Share based payments reserve 16 292,455 92,871
Profit and loss account 17 (1,903,862) (1,162,833)
Shareholders’ funds 11,670,755 8,013,556

The financial statements were approved by the Board of Directors on 1 June 2007.

B Metcalf
Director

The accompanying notes form an integral part of these financial statements.
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27 Consolidated Cash Flow Statement

For the year ended 31 December 2006

2006 2006 2005 2005

Note £ £ £ £
Net cash outflow from operating activities 19 (998,297) (38,855)
Returns on investments and servicing of finance
Interest received 101,266 89,593
Capital expenditure and financial investment
Purchase of intangible fixed assets (1,834,550) (3,245,997)
Purchase of tangible fixed assets (20,977) (209,303)
Sale of tangible fixed assets 1,615 -
Purchase of investments - (4,781)
Net cash outflow from capital
expenditure and financial investment (1,853,912) (3,460,081)
Management of liquid resources
Funds placed on deposit (1,501,742) (190,315)
Financing
Issue of shares 4,401,230 2,192,197
Share issue costs (202,586) -
Net cash inflow from financing 4,198,644 2,192,197
Decrease in cash 20 (54,041) (1,407,461)

The accompanying notes form an integral part of these financial statements.
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28 Notes to the Financial Statements

For the year ended 31 December 2006

1 Accounting policies

Basis of preparation

The financial statements have been prepared under the historical cost convention and in accordance with applicable Accounting
Standards and the Statement of Recommended Practice “Accounting for Oil and Gas Exploration, Development, Production and
Decommissioning Activities” revised in June 2001 (the SORP currently in effect).

The requirements of Financial Reporting Standard (‘FRS 20°), Share Based Payments were applied to the Group and Company
results, in accordance with the transitional provisions, to all equity instruments granted after 7 November 2002 that had
not vested as of 1 January 2006. As a result, the consolidated profit and loss account for 2005 has been restated to include a charge
for share based payments of £92,871, increasing the loss for the year from £92,118 to £184,989.

The Directors have a reasonable expectation that African Eagle will secure additional funding during 2007 and therefore the financial
statements have been prepared on a going concern basis.

Other than for FRS 20, the principal accounting policies of the Group have remained unchanged from the previous year. The
policies, which have been reviewed by the Directors in the light of FRS 18 and are considered to remain the most appropriate
to the Group’s circumstances, are set out below.

Basis of consolidation
The Group financial statements consolidate those of the Company and its subsidiary undertakings drawn up to 31 December 2006.

The acquisition of African Eagle Resources Limited and its subsidiary Katanga Resources Limited in 2002 was accounted for
using the acquisition method of accounting. The Company took advantage of the merger relief provisions of section 131 of the
Companies Act 1985 to record the shares issued in connection with the acquisition at their nominal value. In the consolidated
accounts the shares issued were accounted for at fair value with an appropriate transfer to the merger reserve. African Eagle
Resources Limited has since been dissolved and its investment in Katanga Resources Limited transferred to Twigg Resources
Limited and the Company.

The combination of the Company with Twigg Resources Limited and its subsidiaries in 2000 was accounted for using merger
accounting as applicable to group reconstructions.

Profits or losses on intra group transactions are eliminated on consolidation.
Fixed assets and depreciation

Fixed assets are stated at cost less depreciation. Depreciation is calculated to write down the cost less estimated residual value
of all tangible fixed assets over their expected useful lives. The rates generally applicable are:

Motor vehicles 25%
Fixtures and fittings 25%
Leasehold Improvements Depreciated over the life of the lease

Exploration and development costs

In accordance with the full cost method as set out in the SORP, expenditure including directly attributable overheads on the
acquisition, exploration and evaluation of interests in licences not yet transferred to a cost pool is capitalised under intangible assets.
Cost pools are established on the basis of geographic area. When it is determined that such costs will be recouped through
successful development and exploitation or alternatively by sale of the interest, expenditure will be transferred to tangible assets and
depreciated over the expected productive life of the asset. Whenever a project is considered no longer viable the associated
exploration expenditure is written off to the profit and loss account.

Investments

Investments are included at cost less amounts written off and are assessed annually for permanent impairment. If permanent
impairment occurs, the relevant investments would be written down to their net realisable value.
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1 Accounting policies — continued
Intangible fixed assets
Purchased goodwill is amortised on a straight line basis over its estimated useful economic life of 10 years.

Goodwill arising on consolidation, representing the excess of the fair value of the consideration given over the fair values of the
identifiable net assets acquired, is capitalised and is amortised on a straight line basis over its estimated useful economic life
of 5 years.

Deferred taxation

Deferred tax is recognised on all timing differences where the transactions or events that give the Group an obligation to pay
more tax in the future, or a right to pay less tax in the future, have occurred by the balance sheet date. Deferred tax assets are
recognised when it is more likely than not that they will be recovered. Deferred tax is measured using rates of tax that have been
enacted or substantively enacted by the balance sheet date.

Share based payment

All share based payment arrangements granted after 7 November 2002 are recognised in the financial statements. FRS 20 has been
applied to grants before 7 November 2002 only where the Group has disclosed publicly the fair value of those equity instruments,
determined as at the grant date in accordance with FRS 20.

All goods and services received in exchange for the grant of any share based payment are measured at their fair values. Where
employees are rewarded using share based payments, the fair values of employees’ services are determined indirectly by reference
to the fair value of the instrument granted to the employee. This fair value is appraised at the grant date and excludes the impact of
non-market vesting conditions.

All equity-settled share based payment are ultimately recognised as an expense in the profit and loss account with corresponding
credit to “share based payment reserve.”

If vesting periods or other non-market vesting conditions apply, the expense is allocated over the vesting period, based on the best
available estimate of the number of share options expected to vest. Estimates are revised subsequently if there is any indication that
the number of share options expected to vest differs from previous estimates. Any cumulative adjustment prior to vesting is
recognised in the current period. No adjustment is made to any expense recognised in prior periods if share options that have vested
are not exercised.

Upon exercise of share options, the proceeds received net of attributable transaction costs are credited to share capital, and where
appropriate share premium.

The fair value has been arrived at using the binomial model. The key inputs to this model include: exercise price; share price
volatility; dividend yield (if any); lapse rate etc.

Financial instruments
Financial assets are recognised in the balance sheet at the lower of cost and net realisable value. Provision is made for diminution
in value where appropriate.

Interest receivable and payable is accrued and credited/charged to the profit and loss account in the period to which it relates.

Foreign currencies

Transactions in foreign currencies are translated at the exchange rate ruling at the date of the transaction. Monetary assets and
liabilities in foreign currencies are translated at the rates of exchange ruling at the balance sheet date. The financial statements
of foreign subsidiaries are translated at the rate of exchange ruling at the balance sheet date. The exchange differences arising from
the retranslation of the opening net investment in subsidiaries are taken directly to reserves. All other exchange differences are dealt
with through the profit and loss account.

Operating lease agreements
Rentals applicable to operating leases where substantially all of the benefits and risks of ownership remain with the lessor are

charged against profits on a straight line basis over the period of the lease.

Liquid resources
Liquid resources comprise cash on short term deposit at not less than 24 hours’ notice.
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30 Notes to the Financial Statements

For the year ended 31 December 2006

2 Loss on ordinary activities before taxation

The loss on ordinary activities before taxation is stated after: Restated
2006 2005
£ £
Depreciation and amortisation:
— Goodwill 66,595 66,595
— Tangible fixed assets 68,895 57,735
Profit on sale of tangible fixed assets (1,615) -
Project costs written off 215,201 13,429
Foreign exchange differences 263,378 (473,436)
Share based payments 199,584 92,871
Operating lease costs:
— Land and buildings 25,000 25,000

Auditors Remuneration:

Audit of the Company’s Annual accounts 22,108 15,000
Advice on share scheme 1,400 -
Advice on PAYE/Tax & related matters 1,250 525
Preparation of Corporation Tax Returns 1,250 1,000
Visit to operations in Tanzania 5,876 -
Subtotal 31,884 16,525

Unassociated Firms remuneration:

Tanzania — Audit and non-audit services 4,041 3,081
Zambia — Audit and non-audit services 2,286 6,265
UK — Assistance with Interim/Annual Accounts 10,545 11,341
UK — Advice on Zambian Joint Venture 15,000 -
Subtotal 31,872 20,687

There was no associated firms remuneration in 2005 or 2006

3 Segmental analysis
The loss for the financial year and net assets of the Group are attributable to the single activity of mineral exploration and the
following geographical segments:

Loss for the financial year Net assets

Restated Restated

2006 2005 2006 2005

£ £ £ £

United Kingdom (1,027,719) (51,706) 2,515,054 1,012,377
Tanzania (59,640) (36,801) 3,732,626 3,414,618
Mozambique (87,338) - 520,185 439,382
Zambia (190,825) (96,482) 3,192,496 3,532,813
(1,365,522) (184,989) 9,960,361 8,399,190
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4 Directors and employees

Staff costs during the year were as follows: Restated
2006 2005

£ £

Wages and salaries 546,113 429,510
Share based payments 199,584 92,871
Social security costs 48,885 38,117
794,582 560,498

The monthly average number of employees during year was twelve (2005: eleven).

Remuneration in respect of Directors was as follows: 2006 2005
£ £
Emoluments 350,324 285,533

The Group does not contribute towards pension schemes in the UK or overseas. Directors emoluments in respect of 2006 are
detailed below:

Director Annual Salary £ Fees £ Other £ Total £ 2006 Total £ 2005
John Park - 43,500 - 43,500 42,500
Mark Parker 95,550 - 1,470 97,020 81,551
Chris Davies 88,750 - 1,254 90,004 75,630
Euan Worthington - 34,450 - 34,450 22,477
Geoffrey Cooper - 21,000 - 21,000 20,125
Bevan Metcalf 64,350 - - 64,350 43,250
Total 248,650 98,950 2,724 350,324 285,533

5 Tax on loss on ordinary activities

Restated
2006 2005
£ £
Loss for the year multiplied by standard rate of UK corporation tax 30% (409,657) (55,497)
Expenses not deductible for tax purposes 79,905 53,264
Increase/(decrease) in depreciation over capital allowances 202 (336)
Increase in UK tax losses 197,068 123,371
Unrealised foreign exchange losses/(gains) 76,421 (141,708)
African losses at 30% 56,061 20,906
Tax charge - -
Unrecognised deferred tax asset:
UK tax losses 600,908 405,100
Depreciation in excess of capital allowances 1,857 1,942
Share based payments - 27,861
602,765 434,903

The deferred tax asset would be recoverable if taxable profits were generated. Deferred tax relating to share based payments does
not include any permanent timing differences.
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32 Notes to the Financial Statements

For the year ended 31 December 2006

6 Loss for the financial year
The Company has taken advantage of Section 230 of the Companies Act 1985 and has not included its own profit and loss account in
these financial statements. The Company loss for the year was £741,029 (2005 Restated: £500,476).

7 Loss per share
The calculation of basic loss per share is based on the loss attributable to ordinary shareholders £1,365,522 (2005 Restated:
£184,989) divided by the weighted average number of shares in issue during the year 135,728,466 (2005: 104,105,259). There is
no dilutive effect of share options on the basic loss per share. Further shares have been issued since the end of the year and
these are disclosed in note 25.

8 Intangible fixed assets Deferred

Goodwill on Purchased exploration
The Group consolidation goodwill costs Total
£ £ £ £

Cost

At 1 January 2006 317,973 30,000 7,169,287 7,517,260
Foreign currency exchange differences - - (1,414,516) (1,414,516)
Additions - - 1,633,299 1,633,299
Project costs written off - - (215,201) (215,201)
At 31 December 2006 317,973 30,000 7,172,869 7,520,842

Amortisation

At 1 January 2006 214,785 27,000 - 241,785
Charge for the year 63,595 3,000 - 66,595
At 31 December 2006 278,380 30,000 - 308,380
Net book amount at 31 December 2006 39,593 - 7,172,869 7,212,462
Net book amount at 31 December 2005 103,188 3,000 7,169,287 7,275,475
9 Tangible fixed assets Leasehold Motor Fixtures
The Group improvements vehicles and fittings Total
£ £ £ £
Cost
At 1 January 2006 685 215,441 177,214 393,340
Foreign currency exchange differences - (36,256) (24,386) (60,642)
Additions - - 20,977 20,977
Disposals - (34,900) - (34,900)
At 31 December 2006 685 144,285 173,805 318,775

Depreciation

At 1 January 2006 397 94,234 48,347 142,978
Foreign currency exchange differences - (9,009) (2,684) (11,693)
Charge for the year 247 32,005 36,643 68,895
On disposals - (34,900) - (34,900)
At 31 December 2006 644 82,330 82,306 165,280
Net book amount at 31 December 2006 41 61,955 91,499 153,495
Net book amount at 31 December 2005 288 121,207 128,867 250,362
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10

Tangible fixed assets — continued

Leasehold Fixtures
The Company Improvements and fittings Total
£ £ £
Cost
At 1 January 2006 685 27,431 28,116
Additions - 3,106 3,106
At 31 December 2006 685 30,537 31,222
Depreciation
At 1 January 2006 397 9,430 9,827
Charge for the year 247 6,568 6,815
At 31 December 2006 644 15,998 16,642
Net book amount at 31 December 2006 41 14,539 14,580
Net book amount at 31 December 2005 288 18,001 18,289
Investments
Shares in Other Other
group investments investments
undertakings (non-listed) (listed) Total
£ £ £ £
The Group
Cost
At 1 January 2006 - 2,711 15,661 18,372
Additions - - - -
Foreign currency exchange differences - (326) - (326)
At 31 December 2006 - 2,385 15,661 18,046
The Company
Cost
At 1 January 2006 77,406 - - 77,406
Additions 2,451 - - 2,451
At 31 December 2006 79,857 - - 79,857

The market value of the listed investments was £7,732 (2005: £5,704).

During the year Twigg Exploration & Mining Limitada was established in Mozambique. Under a reorganisation during the year

Twigg Resources Limited transferred 10% of the share capital of Twigg Minerals Limited (Tanzania) to the Company.
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34 Notes to the Financial Statements

For the year ended 31 December 2006

10  Investments — continued
At 31 December 2006 the Group held more than 20% of the equity share capital of the following undertakings:

Country of Class of Proportion held
registration or share By the By Nature of
incorporation capital held Company subsidiaries  business
Twigg Resources Limited England & Wales Ordinary 100% - Mining exploration
Twigg Minerals Limited England & Wales Ordinary 100% - Dormant
Katanga Resources Limited Zambia Ordinary 1% 99% Mining exploration
Kujima Exploration & Mining Limited Zambia Ordinary 1% 99% Mining exploration
Twigg Exploration & Mining Limitada Mozambique Ordinary 2% 98% Mining exploration
Twigg Gold Limited Tanzania Ordinary 10% 90% Mining exploration
Twigg Minerals Limited Tanzania Ordinary 10% 90% Mining exploration
11 Debtors
The Group The Group The Company The Company
2006 2005 2006 2005
£ £ £ £
Amounts owed by group undertakings - - 9,181,600 7,016,043
Other debtors 94,270 94,768 16,807 10,599
Prepayments 146,196 81,271 46,534 59,376
240,466 176,039 9,244,941 7,086,018
Amounts owed by Group undertakings are recoverable in more than one year.
12 Creditors: amounts falling due within one year
The Group The Group The Company The Company
2006 2005 2006 2005
£ £ £ £
Social security and other taxes 20,369 13,777 20,369 13,777
Other creditors 60,206 241,190 11,505 25,830
Accruals and deferred income 100,245 163,972 54,911 32,700
180,820 418,939 86,785 72,307
13 Share capital
2006 2005
£ £
Authorised
400,000,000 (2005: 200,000,000) ordinary shares of 1p each 4,000,000 2,000,000
Allotted, called up and fully paid
147,824,890 (2005: 112,954,962) ordinary shares of 1p each 1,478,249 1,129,550

On the 29 June 2006 the authorised share capital of the Company was increased from £2,000,000 to £4,000,000 by the creation of
2,000,000 ordinary shares of one pence each.
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13  Share capital — continued

During the year the Company allotted shares with an aggregate nominal value of £348,699 as follows:

Nature of consideration Price per Share Share
share Number capital premium

£ £

Cash on exercise of warrants 6p 1,135,897 11,359 56,795
Cash on exercise of options 16p 362,500 3,625 54,375
Cash on exercise of options 8p 25,000 250 1,750
Cash on placement 12p 27,916,670 279,167 3,070,834
Cash on placement 17p 5,429,861 54,298 868,777
34,869,928 348,699 4,052,531

The Company has granted options and warrants to subscribe for shares as follows:

Weighted

average
At  Granted Exercised share price Lapsed At
Exercise 1 January in the inthe  of options in the 31 December
price 2006 year year  exercised year 2006
Warrants expiring 26 June 2006 6p 1,135,897 - 1,135,897 - -
Warrants expiring 31 August 2007 17p - 250,000 - - 250,000
Options (26 July 2001 to 26 July 2006) 16p 1,740,000 - 362,500 18p 1,377,500 -
Options (15 Feb 2002 to 15 Feb 2007) 8p 258,000 - 10,000 11.5p - 248,000
Options (2 May 2003 to 2 May 2008) 8p 765,000 - 15,000 11.5p 130,000 620,000
Options (1 Oct 2003 to 1 Oct 2008) 11p 1,472,500 - - - 1,472,500
Options (16 July 2004 to 16 July 2009) 17.5p 2,100,000 - - 150,000 1,950,000
Options (19 July 2005 to 19 July 2010) 18p 3,250,000 - - - 3,250,000
Options (22 June 2006 to 20 June 2011) 12.25p — 3,600,000 - - 3,600,000
10,721,397 3,850,000 1,523,397 1,657,500 11,390,500

Share options granted on the 22 June 2006 for 3,600,000 ordinary shares were outstanding at the 31 December 2006, but not
exercisable until 22 June 2007. All other share options were exercisable at the year end.

The highest and lowest price of the Company’s shares during the year was 22.5p and 9p respectively and the share price at the
year end was 10.25p.

14  Share premium account

£
At 1 January 2006 7,953,968
On shares issued in the year 4,052,531
Expenses of share issues (202,586)
At 31 December 2006 11,803,913
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36 Notes to the Financial Statements

For the year ended 31 December 2006

15

Other reserves

Merger reserve arising on business combinations in prior years

Twigg African Eagle

Resources Resources
Limited Limited Total
£ £ £
Net assets of subsidiary acquired 480,428 325,000 805,428
Nominal value of shares issued to acquire subsidiary 74,705 25,000 99,705
At 31 December 2006 405,723 300,000 705,723

16  Share based payments reserve

£
At 1 January 2006 Restated 92,871
Charge in the period 199,584
At 31 December 2006 292,455

The Company’s current “unapproved share option scheme” was adopted at the AGM held on the 29 June 2006. No options
shall be granted which would at the date of grant cause the aggregate number of options granted to exceed 10% of the ordinary
share capital of the Company. Share options granted under the scheme are exercisable after the first anniversary but before the
fifth anniversary.

The fair value of options granted after 7 November 2002 but not vested at 1 January 2006 was arrived at using the binomial
model. Options that had not vested at 1 January 2006 included options granted in 2005 and 2006 (see below). The main assumptions
used to arrive at the value per option are detailed in the table below:

Employee

Stock Exercise Expiry period Vesting period exit rate

price price (years from Interest (years from before/after

Grant date (pence) (pence) Volatility issue) rate issue) vesting
19/07/2005 16.80 18.00 54% 5.0 4.18% 1.00 5.00%
22/06/2006 11.90 12.25 54% 5.0 4.79% 1.00 5.00%

The weighted volatility calculation was based on the three year historic volatility of the Company’s share price prior to the date of
grant. The total P&L charge relating to the equity settled share option scheme transactions appears in column F below is allocated
over the following periods: 2005: £92,871; 2006: £199,584; 2007: £79,267.

A B C=A*B D=A-C E F=C*E

% of No. of Value Total P&L

No. of employees options No of per charge over

options not leaving over which options to option vesting

Date of Grant granted vesting period will vest lapse (pence) period
19/07/2005 3,250,000 95% 3,087,500 162,500 6.65 205,442
22/06/2006 3,600,000 95% 3,420,000 180,000 4.86 166,280
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17

18

19

20

Profit and loss account

The Group The Company
£ £
At 1 January 2006 Restated (1,482,922) (1,162,833)
Loss for the financial year (1,365,522) (741,029)
Foreign exchange differences (1,471,535) -
At 31 December 2006 (4,319,979) (1,903,862)
Reconciliation of movements in shareholders’ funds
Restated
2006 2005
£ £
At 1 January 2006 8,399,190 5,597,732
Issue of shares 4,198,644 2,192,197
Loss for the financial year (1,365,522) (184,989)
Share based payments reserve 199,584 92,871
Other recognised (losses)/gains (1,471,535) 701,379
At 31 December 2006 9,960,361 8,399,190
Net cash outflow from operating activities
Restated
2006 2005
£ £
Operating loss (1,466,788) (274,582)
Depreciation, amortisation and profit on disposal of assets 133,875 124,330
Share based payments 199,584 92,871
Project costs written off 215,201 13,429
(Increase)/decrease in debtors (92,970) 1,824
Increase in creditors 12,801 3,273
Net cash outflow from continuing operating activities (998,297) (38,855)
Reconciliation of net cash flow to movement in net funds
2006 2005
£ £
Decrease in cash (54,041) (1,407,461)
Movement in liquid resources 1,501,742 190,315
Foreign exchange difference (28,870) 18,810
Movement in net funds 1,418,831 (1,198,336)
Net funds at the beginning of the year 1,097,881 2,296,217
Net funds at the end of the year 2,516,712 1,097,881
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20  Reconciliation of net cash flow to movement in net funds — continued

Analysis of changes in net funds

At 1 January Cash Exchange At 31 December

2006 flow Difference 2006

£ £ £ £

Liquid resources 878,242 1,501,742 - 2,379,984
Cash 219,639 (54,041) (28,870) 136,728
1,097,881 1,447,701 (28,870) 2,516,712

21  Financial instruments

The Group uses financial instruments, other than derivatives, comprising short term deposits, cash, liquid resources and various
items such as sundry debtors and creditors that arise directly from its operations. The main purpose of these financial instruments
is to manage the cash raised to finance the Group’s operations.

The main risks arising from the Group’s financial instruments are liquidity risk and currency risk. The Directors review and agree
policies for managing these risks and these are summarised below.

As permitted by FRS 13, “Derivatives and Other Financial Instruments”, short-term debtors and creditors have been excluded
from all the following financial instrument disclosures except currency risk.

Liquidity risk
The Group seeks to manage financial risk, to ensure sufficient liquidity is available to meet foreseeable needs and to invest cash
assets safely and profitably.

Currency risk

The Group does not hedge its exposure of foreign investments held in foreign currencies. The Group is exposed to translation
and transaction foreign exchange risk and takes profits or losses on these as they arise. The Directors review these policies
on a regular basis and in November 2006 the Company purchased US dollars 950,000 at a rate of USD 1.90 to the pound and

equivalent to £500,000.
Functional currency monetary assets (in £ sterling) Foreign currency monetary assets
Us $ Us $
2006 2005
Pounds Sterling 431,586 1,542
Tanzanian Shillings 9,077 157,453
Zambian Kwacha 60,220 22,231
500,883 181,226
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21  Financial instruments — continued

Borrowing facilities and interest rate risk

The Group finances its operations through the issue of equity share capital. There is no borrowing and therefore interest rate
exposure is restricted to deposits. Term deposits returned an average interest rate of between 4.5% and 5.2% during the year. These
deposits are kept under regular review, with reference to future expenditure requirements, and to maximise interest receivable. The
majority of zero interest rate funds are held by our overseas affiliates to meet current creditor commitments.

Cash at bank and in hand 2006 2005
£ £
Fixed interest rate: 2006: 5.1% (2005: 4.9%) 2,379,984 878,242
Floating interest rate (by reference to bank base rate) 37,385 18,316
Zero interest rate 99,343 201,323
2,516,712 1,097,881

Fair values

The fair values of the Group’s financial instruments are considered equal to the book value.

22 Commitments under operating leases

At 31 December 2006 the Company had aggregate annual commitments under non-cancellable operating leases in respect of
land and buildings as set out below.

2006 2005
£ £

Operating leases which expire:
Within 2 to 5 years (2005: Within 1 to 2 years) 25,000 25,000

During the year the Company gave the landlord notice that it did not wish to cancel the lease on its London offices. Rent for the
remaining two years of the lease falls due on 27 February 2007.

23  Capital commitments

The Group had no capital commitments at 31 December 2006 or 31 December 2005.

24 Contingent liabilities

The Group had no contingent liabilities at 31 December 2006 or 31 December 2005.
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25  Post balance sheet events
Placing of Shares
The Company announced the exercise of employee share options as follows:

— On the 6 February 2007 Directors exercised 235,500 share options at 8p to purchase ordinary shares in the Company.
Mr Mark Parker and his wife exercised options to purchase 153,000 Shares at 8p; Mr John Park exercised options to purchase
35,000 Shares at 8p; Mr Christopher Davies exercised options to purchase 12,500 Shares at 8p; and Mr Euan Worthington exercised
options to purchase 35,000 Shares at 8p.

— On the 12 February 2007 employees exercised 55,000 share options at 8p to purchase ordinary shares in the Company.
— On the 14 February 2007 employees exercised 10,000 share options at 8p to purchase ordinary shares in the Company.

African Eagle announced on 26 February 2007 that all pre-conditions to the earn-in agreement with Phelps Dodge Mining (Zambia)
Limited (PDMZ) have now been satisfied and accordingly PDMZ has subscribed for an initial share tranche of 5,908,754 shares at a
price of 11.0275p per ordinary share and equivalent to a value of £651,588.

Agreements

On the 13 April 2007 African Eagle announced that it had signed a farm out agreement with Pan African Mining Corp for the
exploration and development of its 5 prospecting licenses in the Fingoe area of Mozambique. African Eagle will retain a customary
2% Net Smelter Royalty (NSR) on all mineral production within the licence area.

African Eagle announced on the 3 May 2007 that it had entered into a joint venture with a wholly-owned subsidiary of Randgold
Resources on the Miyabi Gold project in Tanzania. Randgold will fund and perform a pre-feasibility study to earn a 50% interest.

On the 15 May 2007 African Eagle announced that it had entered a joint venture agreement with Troll Mining Ltd, a Tanzanian
company with several large exploration licences with potential for uranium, copper, gold and other commodities in the southwest of
the country.

On the 29 May 2007 African Eagle announced that it had signed a joint venture agreement with CGA Mining Limited. This follows the
signing of a Heads of Agreement in July 2006. Under the joint venture a new Zambian company, Mkushi Copper Joint Venture Ltd
has been created with African Eagle and CGA holding 49% and 51% interests respectively.

26  Related party transactions

There were no related party transactions during 2005 and 2006.
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a1 Notice of Annual General Meeting

Notice is hereby given that the Annual General Meeting of the Company will be held at the Company’s offices at 2nd Floor,
6-7 Queen Street, London EC4N 1SP on 28 June 2007 at 2:00pm for the following purposes:

Ordinary business
1. To receive the annual report and financial statements for the year ended 31 December 2006.

2. To re-elect Mr M Parker who is retiring by rotation under the Articles of Association as a director of the Company.
3. To re-elect Mr G Cooper who is retiring by rotation under the Articles of Association as a director of the Company.

4. To reappoint Grant Thornton UK LLP as Auditors and to authorise the directors to fix their remuneration.

Special business
To consider and if thought fit to pass the following resolutions:

Ordinary Resolution

5. THAT the directors be generally and unconditionally authorised for the purposes of Section 80 of the Companies Act 1985 (“the Act”)
to exercise all powers of the Company to allot relevant securities (within the meaning of Section 80(2) of the Act), up to an aggregate
nominal amount of the authorised but unissued share capital of the Company. The authority will expire on the date of the Company’s
next Annual General Meeting (or if sooner the expiry of 15 months after the passing of this Resolution) except as regards an
allotment made pursuant to an offer or agreement made by the Company before such date, such authority to be in substitution
for all existing authorities granted to the directors in respect of the allotment of relevant securities.

Special Resolution

6. THAT the directors be empowered pursuant to Section 95 of the Companies Act 1985 (“the Act”) to allot and to make offers or
agreements to allot equity securities (as defined by Section 94(2) of the Act) for cash, pursuant to the authority conferred by
Resolution 5 above, as if section 89(1) of the Act did not apply to any such allotment, provided that such power is limited to:

(i) allotment of equity securities up to the nominal amount of the authorised but unissued share capital of the Company from time
to time; and

(ii) the allotment of equity securities in connection with any offer by way of rights in favour of the holders of ordinary shares in the
Company where the equity securities respectively be attributed to the interests of the ordinary shareholders proportionate to
the respective numbers of ordinary shares held by them subject to only such exclusions or other arrangements as the directors
deem necessary or expedient to deal with fractional entitlement, legal or practical problems arising in any overseas territory or
the requirements of any regulatory body or Stock Exchange.

Such power (unless previously revoked, varied or renewed) to expire at the conclusion of the Annual General Meeting to be held in
2008, (or if sooner the expiry of 15 months after the passing of the Resolution) save that the Company may before such expiry make
an offer or agreement which would or might require equity securities to be allotted after such expiry and the directors may allot equity
securities pursuant to any such offer or agreement as if the power conferred thereby had not expired.

Special Resolution
7.  Amendment to Articles of Association of the Company

THAT Article 187 of the Articles of Association of the Company be amended to read as follows:

“A person who becomes entitled to a share by transmission, transfer or otherwise is bound by a notice in respect of that share (other
than a notice served by the Company under Section 793 of the Companies Act 2006) which, before his name is entered in the Register,
has been properly served on a person from whom he derives his title.”
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22 Notice of Annual General Meeting

The following special business will be conducted at the meeting:
1. Authority to allot shares

An Ordinary Resolution (No 5 in the Notice) and a Special Resolution (No 6 in the Notice) will be proposed to empower the directors
to issue and allot shares up to the nominal but unissued share capital of the Company.

The proposed power will expire on the date of the next AGM or 15 months from the date of approval of the Resolutions, whichever
is sooner.

2. Amendment to Articles of Association of the Company
THAT Article 187 of the Articles of Association of the Company to read as follows:

“A person who becomes entitled to a share by transmission, transfer or otherwise is bound by a notice in respect of that share
(other than a notice served by the Company under section 793 of the Companies Act 2006) which, before his name is entered in
the Register, has been properly served on a person from whom he derives his title”.

By order of the Board

Bevan Metcalf
Company Secretary

Registered Office:
2nd Floor

6-7 Queen Street
London

EC4N 1SP

1 June 2007

Notes:

1. Any member of the Company entitled to attend and vote at this meeting is entitled to appoint a proxy to attend and, on a poll, to vote
instead of him. A proxy need not be a member of the Company. A proxy need not preclude a member of the Company from attending
and voting at the above meeting if he so desires. A form of proxy is enclosed. To be effective, it must be deposited at the registered
office of the Company so as to be received not later than 2.00pm on 26 June 2007.

2. The following information, which is available for inspection during normal business hours at the registered office of the Company on
any weekday (Saturdays and public holidays excepted) from the date of this notice until the date of the General Meeting, will also be
available for inspection at the place of the General Meeting for a period of 15 minutes prior to the meeting and until the conclusion
of the meeting:

— Register of interests of directors in the share capital of the Company;
— Copies of service contracts of directors of the Company;
— Memorandum and Articles of Association of the Company

3. Pursuant to Regulation 34 of the Uncertificated Securities Regulations 2001 the Company specifies that only those shareholders
registered at 2:00pm on 26 June 2007 shall be entitled to attend or vote at the meeting in respect of the number of shares registered
in their names at that time. Changes to entries on the Register of Members after 2:00pm on 26 June 2007 will be disregarded in
determining the rights of any person to attend or vote at the meeting.
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For use at the Annual General Meeting of the Company to be held at the Company’s registered office,
2nd Floor, 6-7 Queen Street, London EC4N 1SP on 28 June 2007 at 2.00pm.

TR (o] [oTod o= o T3 r= Y 3 o] 1= 1Y) SRS

OF (BAUIESS) ...ttt bbb bbb b b e b e b e e b e b e b e H b b e e b e H b h b e H b e H b e R b e b e bbb bbb bbb bbb
being a member/members of African Eagle Resources plc hereby appoint the Chairman of the Meeting or

............................................................................................................................................................ (see note 2)

as my/our proxy to vote for me/us on my/our behalf at the Annual General Meeting of the Company to be held at the Company’s offices,
2nd Floor, 6-7 Queen Street, London EC4N 1SP on 28 June 2007 at 2.00pm and at any adjournment thereof and I/we direct my/our proxy
to vote as indicated below.

For Against

1 To receive the annual report and financial statements
for the year ended 31 December 2006

2 To re-elect Mr M Parker as a Director

3 To re-elect Mr G Cooper as a Director

4 To reappoint Grant Thornton UK LLP as Auditors and to authorise
the directors to fix their remuneration

5 To empower the Directors to allot shares

6 To empower the Directors to disapply statutory pre-emption rights with
regard to certain allotments of shares

7 To update the Articles of Association in line with the Company’s Act 2006

Please indicate with an "X" in the spaces above how you wish the proxy to vote. Unless otherwise instructed the proxy will at his discretion
vote as he thinks fit or abstain from voting in relation to any of the resolutions (including amendments thereto) put to the meeting.

Notes:

1. This Form of Proxy is for the use of shareholders only and will be used only for the purpose of demanding or voting on a poll.

2. A member entitled to attend and vote at the meeting is entitled to appoint one or more proxies to attend and on poll, to vote on the member’s
behalf. If it is wished to appoint as proxy someone other than the chairman of the meeting, delete the words “the Chairman of the Meeting or”
and insert in block capitals the full name of the person(s) to be appointed as proxy, initialling the alteration. A proxy need not be a member of
the Company.

3. Completion and return of this Form of Proxy will not preclude a member from attending in person and voting at the meeting or at any
adjournment thereof if he so chooses.

4. Any alteration of this Form of Proxy must be initialled.

5. To be effective this Form of Proxy must be lodged at the registered office, address overleaf, by no later than 2.00pm on 26 June 2007.

6. In case of a corporation, the Form of Proxy must be executed either under its common seal or under the hand of an officer or attorney duly
authorised in writing.

7. In case of joint holders, the signature of any one of them will suffice but the names of all joint holders must be shown.
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UK Office & Registered Address

2nd Floor
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Tel +44 20 7248 6059
www.africaneagle.co.uk
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