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Chairman’s statement

Dear Shareholder

The six months to 31st December 2006 saw continuing progress. The share price during the period
reflected what we felt to be happening in the company, as we progressed our key projects, and rose
from 1.25p at the beginning of the period to 2.5p at the end of it, although this was a period that
saw generally poor price performance by our peer group.

Corporate events

On 3rd August we completed a further placing of 5,018,750 shares at 2p per share following the
initial placing of 5,018,750 shares announced in June. The placement price was above the company’s
market price at the time and placees included the Company’s largest shareholder, Regency Mines plec.

On 22nd September we welcomed Michael C. Nott to the board. Mike Nott, aged 57, has a BSc in
geology from Queen Mary College, London University, and an MSc in Mineral Production
Management from the Royal School of Mines. His extensive experience in Zambia and the UK and
his knowledge and perspectives are valuable to the Company.

We redesigned our website, that is now available in English, German, and Chinese, and towards the
end of 2006 we instituted a programme of improved shareholder communications by sending out our
first Newsletter. We had a good response to this, and hope to develop further our ability to keep
shareholders informed of our progress. We do look forward to hearing sharcholders views, whatever

the feedback.

Exploration

We began mapping and sampling at our 400 ha manganese project at Chiwefwe near Mkushi in
Zambia. Encouraging results from this programme led to a trenching and 15-hole shallow RAB
drilling programme designed to test whether mineralisation was a surficial phenomenon or extended
at depth.

Sufficient data was obtained from this work to justify the conclusion that high grade bodies might
exist near surface that would enable us to scale up to large scale production using selective mining.
CSA Consultants have proposed a more extensive shallow diamond drill programme to investigate
this further. Meanwhile, we have been ceded a Small Scale Mining License and have significant
quantities of high grade stockpiled material on site with the ability to obtain further material and
sustain a modest level of production from surface material.

Jupiter Mines Ltd, the option holder on our Mt Ida and Mt Hope iron ore tenements in Western
Australia, discovered a new high grade haematite patch grading 66.25% iron 1500m north of the Mt
Ida trig point, and an castern zone with some high values extending over 10km of strike. The
possibility that the Mt Ida mineralisation combined with that discovered by drilling on their Mt
Mason tenement adjacent to the west will bulk up to form an economic deposit has led them to plan
a further sampling and drilling programme on Mt Ida.
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