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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in
any doubt about the contents of this document or the action you should take you should obtain
your own financial advice immediately from your stockbroker, bank manager, solicitor,
accountant or other independent financial adviser duly authorised under the Financial Services
and Markets Act 2000 who specialises in advising on the acquisition of shares and other
securities.
Application has been made for the Ordinary Shares, issued and to be issued pursuant to the
Placing, to be admitted to trading on the AIM Market of the London Stock Exchange plc (“AIM”).
AIM is a market designed primarily for emerging or smaller companies to which a higher
investment risk tends to be attached than to larger or more established companies. AIM
securities are not admitted to the Official List of the United Kingdom Listing Authority. A
prospective investor should be aware of the risks of investing in such companies and should
make the decision to invest only after careful consideration and, if appropriate, consultation
with an independent financial adviser.

Sch 2(e)

Each AIM company is required pursuant to the AIM Rules for Companies to have a nominated
adviser. The nominated adviser is required to make a declaration to the London Stock Exchange
on admission in the form set out in Schedule Two to the AIM Rules for Nominated Advisers.
The London Stock Exchange has not itself examined or approved the contents of this document.
This document is an admission document prepared in accordance with the AIM Rules in connection with
the proposed admission to trading of the Ordinary Shares on AIM. This document contains no offer to the
public within the meaning of the FSMA and, accordingly, it does not comprise a prospectus for the
purposes of the Prospectus Rules and has not been approved by or filed with the Financial Services
Authority.
The Company and the Directors (whose names appear on page 8 of this document) accept responsibility
for the information contained in this document including, individual and collective responsibility, for the
Company’s compliance with the AIM Rules. To the best of the knowledge and belief of the Company and
the Directors (who have taken all reasonable care to ensure that such is the case) the information contained
in this document is in accordance with the facts and makes no omission likely to affect the import of such
information.
The attention of investors is drawn to the risk factors set out in Part III of this document.
Notwithstanding this, prospective investors should read the whole text of this document. All
statements regarding the Group’s business, financial position and prospects should be viewed
in light of the risk factors set out in Part III of this document.

Ncondezi Coal Company Limited
(Incorporated and registered in the British Virgin Islands with registered number 1019077)

Placing of 28,956,454 new Ordinary Shares at 123p per share
and
Admission to trading on AIM
Liberum Capital Limited

Renaissance Capital Limited

Nominated Adviser, Joint Bookrunner
and Joint Broker

Joint Bookrunner
and Joint Broker

ORDINARY SHARES IMMEDIATELY FOLLOWING ADMISSION
Authorised
Unlimited shares of no par value

Issued and fully paid
119,157,335

The Placing Shares will, on Admission, rank pari passu in all respects with the existing Ordinary Shares and
rank in full for all dividends and other distributions declared, made or paid on Ordinary Shares after
Admission. It is expected that Admission will become effective and that dealings will commence in the
Ordinary Shares on 10 June 2010.
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Liberum Capital Limited (“Liberum”) is regulated by the Financial Services Authority and is acting exclusively
for the Company and for no one else in connection with the Placing and Admission, Liberum will not be
responsible to anyone other than the Company for providing the protections afforded to customers of
Liberum or for advising any other person on the contents of this document or the Placing and Admission.
The responsibility of Liberum as nominated adviser and joint broker to the Company is owed solely to the
London Stock Exchange and is in not owed to the Company or the Directors or any other person. No
representation or warranty, express or implied, is made by Liberum or any of their respective directors,
officers, partners, employees, agents or advisers as to the contents of this document (without limiting the
statutory rights of any person to whom this document is issued). No liability whatsoever is accepted by
Liberum or any of their respective directors, officers, partners, employees, agents or advisers for the
accuracy of any information or opinions contained in this document or for the omission of any material
information for which it is not responsible.
Renaissance Capital Limited (“Renaissance”) is regulated by the Financial Services Authority and is acting
exclusively for the Company and for no one else in connection with the Placing and Admission.
Renaissance will not be responsible to anyone other than the Company for providing the protections
afforded to customers of Renaissance or for advising any other person on the contents of this document
or the Placing and Admission. The responsibility of Renaissance as joint broker to the Company is owed
solely to the London Stock Exchange and is not owed to the Company or the Directors or any other
person. No representation or warranty, express or implied is made by Renaissance or any of their
respective directors, officers, partners, employees, agents or advisers as to the contents of this document
(without limiting the statutory rights of any person to whom this document is issued). No liability whatsoever
is accepted by Renaissance or any of their respective directors, officers, partners, employees, agents or
advisers for the accuracy of any information or opinions contained in this document or for the omission of
any material information for which it is not responsible.

United States
The Ordinary Shares have not been, and will not be, registered under the United States Securities Act of
1933 (the “Securities Act”). The Ordinary Shares may not be offered or sold in the United States or to or
for the account or benefit of US persons (as such term is defined in Regulation S under the Securities Act)
(“US Person”) absent registration or an applicable exemption from the registration requirements of the
Securities Act. There will be no public offering of the Ordinary Shares in the United States. The Ordinary
Shares are only being offered and sold outside the United States to non-US Persons in offshore
transactions in reliance on Regulations under the Securities Act. No money, securities or other
consideration is being solicited and, if sent in response to the information contained in this document, will
not be accepted.
This document does not constitute an offer to issue or sell, or the solicitation of an offer to subscribe for
or acquire, any Ordinary Shares to any person in any jurisdiction to whom it is unlawful. In particular, the
Ordinary Shares have not been, nor will they be, registered or qualified for sale under the applicable
securities laws of Australia, Canada, Japan, the Republic of South Africa, or the British Virgin Islands or the
United States and, subject to certain exceptions, may not be offered or sold indirectly or indirectly, to any
national, resident or citizen of Australia, Canada, Japan, the Republic of South Africa or the British Virgin
Islands. Neither this document, nor any copy of it, may be sent to or taken into or distributed directly or
indirectly in or into, the United States of America, Australia, Canada, Japan, the Republic of South Africa
or the British Virgin Islands or to or for the account or benefit of US Persons (as such term is defined
herein). The distribution of this document in certain jurisdictions may be restricted by law and therefore
persons into whose possession this document comes should inform themselves about and observe any
such restrictions. Any failure to comply with these restrictions may constitute a violation of the securities
laws of any such jurisdiction.

Australia
This document does not constitute a disclosure document under Chapter 6D of the Australian
Corporations Act 2001 (“Corporations Act”) or a product disclosure statement under Chapter 7 of the
Corporations Act and will not be lodged with the Australian Securities and Investments Commission.
Notwithstanding the above, if this document is received in Australia any offer pursuant to it is void and
incapable of acceptance to the extent that it has been received by any person who is not:
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(a)

a ‘sophisticated investor’ under section 708(8) (a) or (b) of the Corporations Act 2001 (Cth) of
Australia;

(b)

a ‘sophisticated investor’ under section 708(8) (c) or (d) of the Corporations Act who has provided an
accountant’s certificate to the Company which complies with the requirements of section 708(8)(c)(i)
or (ii) of the Corporations Act;

(c)

a ‘professional investor’ within the meaning of section 708(11) of the Corporations Act; or

(d)

a ‘wholesale client’ for the purposes of section 761G(7) of the Corporations Act (and related
regulations) who has complied with all relevant requirements in this respect.

Ordinary Shares must not be offered for resale within Australia within 12 months of them being issued
unless any such resale offer is exempt from the requirement to issue a disclosure document under section
708 of the Corporations Act.

United Kingdom
This document is being distributed only to, and is directed only at, persons who are both: (A)(i) persons
having professional experience in matters relating to investments, i.e. investment professionals within the
meaning of Article 19(5) of the FPO; (ii) high net worth companies, unincorporated associations and other
bodies within the meaning of Article 49 of the FPO, or (iii) persons to whom it is otherwise lawful to
distribute it; and (B) “Qualified Investors” as defined in s. 86(7) of FSMA (persons meeting criteria “A” and
“B” are referred to herein as “Relevant Persons”). It is not directed at and may not be acted on by anyone
other than a Relevant Person. Persons who do not fall within the definition of “Relevant Persons” above
should not rely on this document, nor take any action upon it, but should return it immediately to the
Company.

European Economic Area
In relation to each member state of the European Economic Area which has implemented the Prospectus
Directive (each, a “Relevant Member State”) an offer to the public of any Shares may not be made in that
Relevant Member State, except that an offer to the public in that Relevant Member State of any Ordinary
Shares may be made at any time under the following exemptions under the Prospective Directive, if they
have been implemented in that Relevant Member State:
(a)

to legal entities which are authorised or regulated to operate in the financial markets or, if not so
authorised or regulated, whose corporate purpose is solely to invest in securities;

(b)

to any legal entity which has two or more of: (i) an average of at least 250 employees during the last
financial year; (ii) a total balance sheet of more than €43,000,000; and (iii) an annual net turnover of
more than €50,000,000, as shown in its last annual or consolidated accounts;

(c)

by Liberum and Renaissance to fewer than 100 natural or legal persons (other than “qualified
investors” as defined in the Prospectus Directive); or

(d)

in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of Ordinary Shares shall result in a requirement for the publication by the
Company or Liberum or Renaissance of a prospectus pursuant to Article 3 of the Prospectus Directive and
each person who initially acquires any Ordinary Shares or to whom any offer is made will be deemed to
have represented, warranted and agreed to and with Liberum Capital, Renaissance and the Company that
it is a “qualified investor” within the meaning of the law in that Relevant Member State implementing Article
2(1)(e) of the Prospectus Directive.
For this purpose, the expression “an offer of any Ordinary Shares, to the public” in relation to any Ordinary
Shares, in any Relevant Member State means the communication in any form and by any means of
sufficient information on the terms of the Placing and any Ordinary Shares, to be offered so as to enable
an investor to decide to acquire any Ordinary Shares, as the same may be varied in that relevant member
state by any measure implementing the Prospectus Directive in that relevant member state and
“Prospective Directive” means the Directive 2003/71/EC and includes any relevant implementing measure
in each Relevant Member State.
3
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In the case of any Ordinary Shares being offered to a financial intermediary as that term is used in Article
3(2) of the Prospective Directive, such financial intermediary will also be deemed to have represented,
warranted and agreed to and with Liberum, Renaissance and the Company that (i) the Ordinary Shares
acquired by it have not been acquired on behalf of, nor have they been acquired with a view to their offer
or resale to, persons in any Relevant Member State other than qualified investors, or in circumstances in
which the prior consent of Liberum and Renaissance has been obtained to each such proposed offer or
resale, or (ii) where Ordinary Shares have been acquired by it on behalf of persons in any Relevant Member
State other than qualified investors, the offer of those Ordinary Shares to it is not treated under the
Prospectus Directive as having been made to such persons.

Forward looking statements
This document includes statements that are, or may be deemed to be, “forward-looking statements”.
These forward-looking statements can be identified by the use of forward-looking terminology, including
the terms “believes”, “estimates”, “plans”, “projects”, “anticipates”, “expects”, “intends”, “may”, “will” or
“should” or, in each case, their negative or other variations or comparable terminology, or by discussions
of strategy, plans, objectives, goals, future events or intentions. These forward-looking statements include
all matters that are not historical facts. They appear in a number of places throughout this document and
include, but are not limited to, statements regarding the Company’s intentions, beliefs or current
expectations concerning, among other things, the Group’s results of operations, financial position, liquidity,
prospects, growth, strategies and expectations.
By their nature, forward-looking statements involve risk and uncertainty because they relate to future
events and circumstances. Forward-looking statements are not guarantees of future performance and the
development of the markets and the industry in which the Group operates, may differ materially from those
described in, or suggested by, the forward-looking statements contained in this document. In addition,
even if the development of the markets and the industry in which the Group operates are consistent with
the forward-looking statements contained in this document, those developments may not be indicative of
developments in subsequent periods. A number of factors could cause developments to differ materially
from those expressed or implied by the forward-looking statements including, without limitation, general
economic and business conditions, industry trends, competition, changes in regulation or government,
changes in its business strategy, political and economic uncertainty and other factors discussed in Part III.
Any forward-looking statements in this document reflect the Company’s current view (assuming Admission
has occurred) with respect to future events and are subject to risks relating to future events and other risks,
uncertainties and assumptions relating to the Group’s operations and growth strategy. Investors should
specifically consider the factors identified in this document which could cause results to differ before
making an investment decision. Subject to the requirements of the AIM Rules, the Company undertakes
no obligation publicly to release the result of any revisions of any forward-looking statements in this
document that may occur due to any change in the Company’s expectations or to reflect events or
circumstances after the date of this document.
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KEY INFORMATION
The following is a brief summary only and should be read together with the more detailed information and
the financial data and statements and risk factors appearing elsewhere in this document.

The Company and its business
The Group holds four prospecting and exploration licences in the Zambezi Basin, in north west
Mozambique. Exploration work is most advanced on licences 804L and 805L which comprise the
Ncondezi Coal Project where a total 122 boreholes or 16,737 metres have been drilled and a 1.8 billion
tonne JORC resource identified. A scoping study has been completed by SRK that confirms the economic
potential for an open pittable 10 million tonne per annum export thermal coal operation. SRK considers
that good potential exists to increase the resources within the Ncondezi Coal Project where there is also
considered to be potential for coking coal but this requires considerable further work.

Strategy
The Group’s strategy is to become a significant, new, mid-tier coal producer in Mozambique with initial
production currently targeted for the second half of 2014. The Group’s work program, reviewed and
considered achievable by SRK, focuses on the completion of a fast track bankable feasibility study at the
Ncondezi Coal Project, which is scheduled to begin in the second half of 2010 and be completed in the
second half of 2012. By completing the Group’s work program, the Director’s believe that the opportunity
for the Group to confirm the economic and technical viability of the Ncondezi Coal Project, assess the
coking coal potential, undertake resource expansion and upgrade will result in value creation for
shareholders.

Mozambique
The Zambezi Basin in north west Mozambique, considered to be one of the last currently known but
relatively undeveloped coal basins in the world. Considerable exploration has taken place in the Zambezi
Basin since 2004 when a consortium of companies headed by Brazilian iron-ore miner, Vale, won the right
to develop the Moatize coal deposit. To date, significant coal resources have been identified across the
Zambezi Basin with Vale’s Moatize and Riversdale’s Benga projects being the most developed and due for
first production in the latter half of 2011. The identification of coal in the region has led to the strategic
investment by major mining companies, steel producers and energy companies, including Vale, Tata Steel,
Jindal Steel & Power and CSN.

Management
The Company, led by Graham Mascall, has an experienced management team and Board with a proven
track record in the mining sector. The Board also has a proven track record in the capital markets industry,
both through financing companies as well as merger and acquisition activity.

Substantial Shareholder
On Admission, Strata will beneficially own 54,289,641 Ordinary Shares, or 45.56 per cent. of the
Company’s issued shares. As a result of its significant shareholding, Strata will be able to exercise
significant influence over all matters requiring Shareholder approval, including the composition of the
Board, approving the timing and amount of dividend payments and approving general corporate
transactions. Accordingly, Strata has entered into a Relationship Agreement with the Company which
regulates the relationship between it and the Company. The terms of the Relationship Agreement are
summarised in paragraph 13.15 of Part V of this document.

The Placing
The Directors believe that the Group has reached a size and stage of development where AIM Admission
will assist in development of the Ncondezi Coal Project to the next valuation benchmark through increased
access to capital. The Directors believe that the Placing and Admission will help raise the Company’s
profile, and the Placing will raise approximately $52 million before expenses for the Company which will
6
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primarily fund the completion of a fast-track bankable feasibility study of the Ncondezi Coal Project and the
current working capital needs of the Group.

Lock-ins
Each of the Directors and Senior Management and their connected persons and Strata have entered into
lock-up agreements restricting the sale of their shares for a period ranging from six to twelve months and
a further orderly market period of six months. The lock-ins are further described in paragraph 20 of Part I
of this document.

Risk factors
Investors should note the risks associated with an investment in the Company as set out in Part III of this
document.

7
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DEFINITIONS
The following definitions apply throughout this document, unless the context requires otherwise:
“Admission”

the admission of the Ordinary Shares, issued and to be issued
pursuant to the Placing, to trading on AIM and such admission
becoming effective in accordance with the AIM Rules

“AIM”

a market operated by the London Stock Exchange

“AIM Rules”

the AIM Rules for Companies and the AIM Rules for Nominated
Advisers being the rules of the London Stock Exchange governing
admission to and the operation of AIM

“Articles”

the Articles of Association of the Company, further details of which
are set out in paragraph 6 of Part V of this document

“ASX”

Australian Stock Exchange

“BGS”

British Geological Society

“BFS” or “bankable feasibility study”

a feasibility study produced to bankable standards

“BVI”

the territory of the British Virgin Islands

“BVIBC”

a BVI business company incorporated under the BVI Act

“BVI Act”

the BVI Business Companies Act 2004, as amended from time to
time

“City Code”

the City Code on Takeovers and Mergers, as amended from time
to time

“Combined Code”

the code of best practice including the principles of good
governance published in June 2008 by the Financial Reporting
Council

“Company”

Ncondezi Coal Company Limited

“CREST”

the computerised settlement system to facilitate the transfer of title
to or interests in securities in uncertificated form, operated by
Euroclear UK and Ireland Limited

“CREST Regulations”

the Uncertificated Securities Regulations 2001 (SI 2001 No. 3755)

“Custodian”

Computershare Investor Services plc or a subsidiary or third party
appointed by the Depositary under the terms of the Depositary
Agreement summarised in paragraph 19.2 of Part V of this
document

“Deed Poll”

a deed poll executed by the Depositary in favour of the holders of
Depositary Interests from time to time

“Depositary”

Computershare Investor Services plc

“Depositary Interests”

the dematerialised depositary interests in respect of the Ordinary
Shares issued or to be issued by the Depositary

“Directors” or “Board”

the directors of the Company whose names are set out on page 8
of this document

“Dos Santos”

the late Dinis Pereira Dos Santos

10
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“Dos Santos Call Option”

the call option granted to the Company pursuant to the Dos Santos
Option Agreement, further details of which are set out in paragraph
13.13 of Part V of this document

“Dos Santos Executor”

Rogerio Dos Santos, the sole executor and personal representative
of the estate of Dos Santos

“Dos Santos Put Option”

the put option granted by the Company pursuant to the Dos
Santos Option Agreement, further details of which are set out in
paragraph 13.13 of Part V of this document

“Dos Santos Shares”

the Ordinary Shares registered in the name of Dos Santos

“DTR”

the Disclosure Rules and Transparency Rules published by the
Financial Services Authority

“EIA”

Environmental Impact Assessment under the Environmental
Regulations

“EM Plan”

Environmental Management Plan under the Environmental
Regulations

“EM Program”

Environmental Management Program under the Environmental
Regulations

“Enlarged Issued Shares”

the aggregate of the existing issued shares of the Company and the
Placing Shares

“Environmental Regulations”

Environmental Regulations for mining operations in Mozambique as
amended from time to time

“First Effective Time”

7.58 a.m. British Summer Time on the date of Admission

“FOB”

free on board

“Existing Ordinary Shares”

the Ordinary Shares in issue prior to the Placing and Admission

“GDP”

gross domestic product

“GAD”

gross air dried

“GAR”

gross as received

“Group”

the Company and its subsidiaries and its subsidiary undertakings

“HMRC”

HM Revenue & Customs

“JORC”

the code for Reporting of Mineral Resources and Ore Reserves
published by the Australasian Joint Ore Reserves Committee

“Joint Brokers”

Liberum and Renaissance

“Liberum”

Liberum Capital Limited

“Licences”

the four prospecting and exploration licences, 804L, 805L, 1314L
and 1315L

“Loan Agreement”

the agreement between the Company and Tete Holdings dated
6 May 2009 further details of which are set out in paragraph 13.5
of Part V

“London Stock Exchange”

London Stock Exchange plc

“LTIP”

Ncondezi Long Term Incentive Plan, further details of which are set
out in paragraph 12 of Part V of this document

11
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“McCloskey”

McCloskey Group

“Member State”

a member state of the European Union

“Memorandum”

the Memorandum of Association of the Company, further details of
which are set out in paragraph 6 of Part V of this document

“MICOA”

Mozambique Ministry of Co-ordination of Environmental Affairs

“Minority Shareholders”

those Shareholders who accepted the buy back offer pursuant to
the Minority Shareholders’ Buy Back Agreements, further details of
which are set out in paragraph 13.12 of Part V of this document

“MIREM”

Mozambique Ministry of Mineral Resources

“Mtpa”

Million tonnes per annum

“New Depositary Interests”

the Depositary Interests to be issued by the Depositary pursuant to
the Placing

“Ncondezi Coal Project”

the mining and development project to exploit the exploration and
prospecting licences 804L and 805L

“Ncondezi Services”

Ncondezi Services (UK) Limited a company incorporated in
England and Wales of 3 Grafton Street, Mayfair, London, W1S 4EE,
United Kingdom

“Official List”

the Official List of the UKLA

“Ordinary Shares”

shares of no par value each in the Company

“Placees”

those persons subscribing for Placing Shares at the Placing Price

“Placing”

the conditional placing by Liberum and Renaissance, as agents for
the Company, of the Placing Shares at the Placing Price, pursuant
to the terms of the Placing Agreement

“Placing Agreement”

the conditional agreement dated 8 June 2010 and made between
the Company, the Directors and the Joint Brokers relating to the
Placing, details of which are set out in paragraph 13.1 of Part V of
this document

“Placing Price”

123 pence per Placing Share

“Placing Shares”

the 28,956,454 new Ordinary Shares to be issued at the Placing
Price by the Company pursuant to the Placing

“Registrar”

Computershare Investor Services (BVI) Limited

“Registry”

the BVI Registry of Corporate Affairs

“Relationship Agreement”

the agreement between the Company and Strata further details of
which are set out in paragraph 13.15 of Part V of this document

“Renaissance”

Renaissance Capital Limited

“Riversdale”

ASX-listed Riversdale Mining Pty Ltd

“Second Effective Time”

7.59 a.m. British Summer Time on the date of Admission

“Shareholder”

a holder of Ordinary Shares
12
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“Shareholder Loan”

means the amount equal to approximately US$7,203,684
advanced to the Company pursuant to the Loan Agreement,
further details of which are set out in paragraph 13.5 of Part V of
this document

“Shareholders Agreement”

an agreement dated 14 May 2007 between the Company, Tete
Holdings and Dos Santos, further details of which are set out in
paragraph 13.9 of Part V of this document

“Sound Mining Solutions”

Sound Mining Solution Central Africa (Pty) Limited

“SRK”

SRK Consulting (UK) Limited

“Strata”

Strata Limited a company incorporated in Guernsey of Top Floor,
Sydney Vane House, Admiral Park, St Peter Port, Guernsey GY1
3EL

“Strata Buy Back Agreement”

an agreement dated 24 May 2010 between the Company, Tete
Holdings and Strata, further details of which are set out in
paragraph 13.11 of Part V of this document

“subsidiary undertaking”

as defined in section 1162 and Schedule 7 of the UK 2006 Act

“Tete Holdings”

Tete Coal Holdings Limited (formerly Ncondezi Coal Holdings
Limited and Reethi Limited) a company incorporated in the BVI of
Nerine Chambers, PO Box 905, Road Town, Tortola, British Virgin
Islands

“UK”

the United Kingdom of Great Britain and Northern Ireland

“UK 2006 Act”

the UK Companies Act 2006, as amended from time to time

“UKLA”

the United Kingdom Listing Authority, being the Financial Services
Authority acting in its capacity as the competent authority for the
purposes of Part VI of the Financial Services and Markets Act 2000

“uncertificated” or
“in uncertificated form”

recorded on the register of Ordinary Shares as being held in
uncertificated form in CREST, entitlement to which, by virtue of the
CREST Regulations, may be transferred by means of CREST

“Vale”

BOVESPA-listed Vale S.A.

“VAT”

UK value added tax

“Zambezi 1”

Zambezi Energy Corporation Holdings 1 Limited a company
incorporated in Mauritius of 2nd Floor Felix House, 24 Dr Joseph
Riviere St, Port Louis, Mauritius

“Zambezi 2”

Zambezi Energy Corporation Holdings 2 Limited a company
incorporated in Mauritius of 2nd Floor Felix House, 24 Dr Joseph
Riviere St, Port Louis, Mauritius

“ZEC”

Zambezi Energy Corporation Limitada a company incorporated in
Maputo, Mozambique of Bairro Chingodzi, City of Tete, Province of
Tete, Mozambique

13

218061 NCondezi pp001-pp032

6/8/10

2:01 PM

Page 14

Technical terms
For interpretation of technical terms please see the glossary set out in the Competent Person’s Report set
out on page 157 in Part IV of this document.

Currencies
References in this document to “pounds Sterling”, “pence” “£” or “p” are to the lawful currency of the
United Kingdom, references to “US dollars”, “$”, “US$” or “cents” are to the lawful currencies of the United
States and the British Virgin Islands, references to “MZM”, “metical” or “Mozambique metical” is to the
lawful currency of Mozambique and references to “South African rand” or “ZAR” is to the lawful currency
of the Republic of South Africa.
The Offer Price will be stated in pounds Sterling. On 3 June 2010 (being the last practicable date
prior to the publication of this document), £1.00 = US$1.46.
The exchange rate above has been applied in this document (other than Appendix 1 – Financial Information
on the Group) for all comparisons between pounds Sterling and US dollars at present values.
Unless otherwise indicated, the financial information contained in this document has been expressed in US
dollars. The functional currency of the Company and its subsidiaries is US dollars. The basis of translation
of foreign currency transactions and amounts in the financial information set out in Appendix 1 “Financial
Information on the Group” is described in Appendix 1 itself.
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PLACING STATISTICS

PR III 5.1

Placing Price

123 pence

Number of Ordinary Shares in issue at the date of this document

83,789,474

Number of Ordinary Shares to be issued pursuant to the conversion of US$7,203,684
of the Shareholder Loan
Number of Placing Shares being issued

4,011,407

28,956,454

Number of Ordinary Shares to be issued pursuant to the LTIP on Admission

2,400,000

Number of Ordinary Shares in issue immediately following the Placing and Admission
Percentage of the Enlarged Issued Shares being issued pursuant to the Placing

119,157,335
24.3%

Gross proceeds of the Placing

£35.6 million

Net proceeds of the Placing

£33.2 million

Market capitalisation of the Company following Admission at the Placing Price

PR III 9.1

£146.6 million

EXPECTED TIMETABLE OF PRINCIPAL EVENTS
Admission expected to occur and dealings expected to commence
in the Ordinary Shares

8.00 a.m. on 10 June 2010

New Depositary Interests credited to CREST stock accounts

8.00 a.m. on 10 June 2010

Despatch of definitive share certificates for the Placing Shares held
in certificated form
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PART I
INFORMATION ON THE GROUP
1. INTRODUCTION
Ncondezi Coal Company Limited is a BVI registered holding company for the Group which is focussing on
exploring and developing two coal exploration and prospecting licences in the Tete Province of
Mozambique. The Group currently holds four prospecting and exploration licences over more than 73,160
ha in the Zambezi Basin, a geological environment considered to be one of the last currently known but
relatively undeveloped coal basins in the world. The majority of the exploration work to date has been
focused on the Group’s two main licences, 804L and 805L which comprise the Ncondezi Coal Project
where 122 boreholes or 16,737m have been drilled. The Group aims to explore these two licence areas
further and ultimately to develop mining operations producing export thermal and, potentially, coking coal
products. The other licences held by the Group, 1314L and 1315L have undergone limited exploration.
Major investments are being made by a number international mining, steel and energy companies,
including Riversdale and Vale, to develop coal projects in Mozambique for the purpose of supplying
international markets. The imminent coal production in the Zambezi Basin by Vale and Riversdale is
expected to result in an upgrade of existing, and the establishment of substantial additional, rail and port
infrastructure in the region.
The primary market for the Group’s coal is expected to be India where McCloskey sees demand for
imported thermal coal increasing by 73 Mtpa to 132 Mtpa by 2019. Mozambique is well placed
geographically to supply this market with only Indonesia as a competitor on the basis of distance.
In order to advance the projects, the Company now intends to seek admission to trading on AIM and raise
sufficient funds for the completion of a fast track bankable feasibility study on the Ncondezi Coal Project.
This follows on from the recently completed scoping study on the Ncondezi Coal Project which confirmed
the economic potential for an open pittable 10 Mtpa export thermal coal operation with a 37 year mine life.
The fast track bankable feasibility study, to be conducted by the Company, will encompass further drilling
and evaluation across the Ncondezi Coal Project. Coal quality testing, social and environmental studies will
also be undertaken in order to advance the Ncondezi Coal Project towards production.

2. BACKGROUND TO THE GROUP
The Company was incorporated under the BVI Act on 30 March 2006 under the name of Reeza Global
Limited.

PR I 8.1

On 17 December 2004 the two prospecting and exploration licences, 804L and 805L, which comprise the
Ncondezi Coal Project were initially issued and they were transferred with the approval of MIREM to ZEC
in 2006. These licences have been extended for 3 years and are valid until 17 December 2012. On
8 February 2006 two other prospecting and exploration licences were issued to ZEC, 1314L and 1315L,
and are valid until 8 February 2011 and are extendable for an additional five years, although in the absence
of additional funding these licences are unlikely to be renewed by the Group.

PR I 5.1.5
PR I 5.2.1

In 2007 the Company acquired two Mauritian holding companies, Zambezi 1 and Zambezi 2, which jointly
own 100 per cent. of ZEC which owns the Licences.

PR I 7.1

The Company has established an additional subsidiary, Ncondezi Services (UK) Limited, for the provision
of technical and related services to the Group. On 7 December 2009 the Company changed its name to
Ncondezi Coal Company Limited.

3. PROJECT LOCATION
The Group’s Licences are located in the Tete Province which is situated in the North West of Mozambique.
Mozambique is located on the southeast coast of Africa and is bounded by Swaziland to the south, South
Africa to the southwest, Zimbabwe to the west, Zambia and Malawi to the northwest, Tanzania to the north
and the Indian Ocean to the east.
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Mozambique covers a total area of 801,590 km2 and is divided into ten provinces (provincias) and the
capital city Maputo, which also has provincial status. The provinces are sub-divided into 129 districts
(distritos). The districts are further divided in 405 ‘Postos Administrativos’ (Administrative Posts) and then
into Localidades (Localities), the lowest geographical level of the central state administration. The country
is effectively divided into two topographical regions by the Zambezi River, one of the largest rivers in Africa.
The city of Tete as well as port cities of Beira and Nacala are circled in the map of Mozambique below.

Source: MINUSTAH GIS and UN Cartographic Section (emphasis added to project region and port locations)

The provincial capital of Tete lies on the west bank of the Zambezi River and in 2010 is estimated to have
a population of approximately 170,000. The local airport in Tete provides access to daily commercial flights
to and from Maputo and Johannesburg, South Africa. The Cahora Bassa hydroelectric scheme which is
the biggest of such schemes in Southern Africa is situated in the region. The coal mining town of Moatize
on the east bank of the Zambezi River, lies 17 km east of Tete on National Road 103 (EN103) that leads
east towards the Ncondezi Coal Project. The Ncondezi Coal Project area is accessed through several dirt
roads and bulldozed tracks.
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The Ncondezi Coal Project is located at 15°52’0.00 S 33°54’36.00E approximately 40 km northeast of the
provincial capital Tete and 10 km from the Sena railway, in a region known locally as the Minjova area. The
Ncondezi Coal Project covers an area of approximately 38,700 ha which has been divided into seven
blocks as described in the paragraph entitled “Summary of Exploration Work” below.
A map of the Group’s Licences and certain other licence holders in Mozambique’s Tete Province are shown
below:

Source: The above image is extracted from paragraph 3.2 of the Competent Person’s Report set out in Part IV of this document.

4. GEOLOGICAL BACKGROUND
Coal bearing strata in Mozambique are mainly concentrated in an east-west trending graben-controlled
basin, the Zambezi Basin, which is further divided into a number of sub-basins, and is considered to be
one of the largest undeveloped coal basins in the world. The Ncondezi Coal Project is located in the most
easterly of these, locally known as the Minjova sub basin, adjacent to the Malawi border. Three main
stratigraphic units are recognised, from top to bottom (youngest to oldest) these are: Post Karoo
formations (Cretaceous to Quaternary); Karoo Supergroup (Carboniferous- Cretaceous) and Pre Karoo
formations (Precambrian basement). The Karoo Supergroup (Karoo) overlies the basement rocks with a
significant unconformity and comprises a series of detrital sedimentary lithologies and coal bearing
horizons, intruded at a late stage by doleritic dykes and sills. Coal seams are present throughout the Karoo
but the main productive series is found in the middle or intermediate unit of the Ecca group towards the
base of the Karoo. It seems likely that the tectonic activity during the deposition of the coal bearing strata
has resulted in seam structures typical of the region, with cumulative thicknesses of inter-banded coals and
mudstone partings which are collectively known as “coal zones”. These zones are recognisable over wide
areas across individual coal basins.

5. REGIONAL BACKGROUND
The coal in Mozambique’s Tete Province has been known about for many years, as the artist/explorer
Thomas Baines is reported to have first painted a coal outcrop on the banks of the Zambezi in the late
1850’s. In late 2004, a consortium of companies headed by Brazilian iron-ore miner, Vale, won the right to
develop the Moatize coal deposit.
The allocation of the tender award to Vale opened the way for smaller investors, and exploration and
development within the region has accelerated since then. Currenty, Vale’s Moatize and Riversdale’s Benga
18
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projects are the most developed with first production of export coking and thermal coals planned for the
second half of 2011. Both companies have made significant capital investment in the region with Vale’s
Moatize project budgeted at US$1.3 billion and phase I of Riversdale’s Benga project, held in a joint venture
with Tata Steel, budgeted at US$260 million.
In addition to Vale and Riversdale, other companies developing projects in the region include Eurasian
Natural Resources Corporation, Coal India Limited, Jindal Steel and Power Limited and Beacon Hill
Resources plc.

6.

NCONDEZI COAL PROJECT

Summary of Exploration Work
In evaluating the coal potential of licences 804L and 805L which comprise the Ncondezi Coal Project, SRK
notionally split the licences into seven separate blocks where prospective Karoo sediments are located.
These blocks are North, South, West, Central, River, East and North Eastern. The West block is further
segregated into three sub-blocks. SRK’s resource reporting is based on these blocks, particularly the
South, North and West Blocks of the Ncondezi Coal Project where the majority of drilling and exploration
has been carried out. 65 individual boreholes were originally drilled on the licence blocks over the course
of the 2007/2008 drill program. Samples were then sent to ACT Tete laboratories for wash tests. In 2009,
a further 57 holes with geo-physical logs were drilled, three of which were core holes and 54 of which were
percussive holes, including 31 twinned holes and 23 new holes. In total 122 boreholes have been drilled
by the Company over 16,737 metres on the Ncondezi Coal Project. The figure below details the Ncondezi
Coal Project licences with designated blocks and completed holes.

Source: The above image is extracted from paragraph 5.2 of the Competent Person’s Report set out in Part IV of this document.

In addition to the exploration work mentioned above, samples from 3 core holes in the South Block from
the 2009 drill program were sent to the ACT laboratory in Pretoria for a detailed set of coking coal tests.
The tests identified the potential for coking coal but acknowledged that considerably more work is needed
in this area. Further details are set out in the paragraph headed “Coking Coal Potential” below.
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Mineral Resource Statement
The exploration work carried out to date has been reviewed and resources classified according to JORC
standards by SRK. The total identified resource is tabulated below.
Table 1: JORC Classification and Tonnages (South, North and West Blocks)(1)

Block

Measured
Mt

Indicated
Mt

Measured
& Indicated
Mt

Inferred
Mt

Total
Mt

South
North
West

24
0
0

447
174
0

471
174
0

127
503
534

597
677
534

Total

––––––––––––

––––––––––––

––––––––––––

––––––––––––

24

620

644

1,164

––––––––––––
––––––––––––

––––––––––––
––––––––––––

––––––––––––
––––––––––––

––––––––––––
––––––––––––

––––––––––––

1,809(2)

––––––––––––
––––––––––––

(1) In situ resources tonnages have been adjusted for a 30 per cent. geological loss factor.
(2) Numbers are rounded.
Source: The above table is extracted from paragraph 3.2.6 of the Competent Person’s Report set out in Part IV of this document.

The resource table details only the geological resource tonnages and hence no mining or processing
recovery factors have been applied. SRK notes that the resources are in-situ resources limited to a depth
of exploration drilling of approximately 200 metres. Drill spacing is variable across the South, North and
West Blocks at between 500 metres – 1,000 metres. SRK believes the presence of dykes and sills within
the licence area represents a high geological risk and has applied a geological loss of 30 per cent. to the
in-situ JORC resource estimates to mitigate this uncertainty. SRK identified five distinct coal zones in the
North and South Blocks and four in the West, all with varying thicknesses. In relation to the South Block,
Zone 1 is the thickest at 83.5m and the average varies between 4.4m and 49.3m. SRK notes the shallow
nature of the resources is conducive to open pit mining.

Mineral Resource Potential
More detailed drilling of the South, North and West blocks will potentially facilitate and maximise transition
of coal resource classifications to measured and indicated and conversion to mineable reserves.
SRK considers that good potential exists to increase the resources of thermal coal within licences 804L
and 805L. SRK estimates that additional exploration target tonnages exist at the Central and River blocks
and are based on consideration of the initial drilling results (3 drill holes for the Central block) and (3 drill
holes at the River block). Potential exploration targets range from approximately 400 Mt to 1,600 Mt1
assuming geological losses of between 80% and 20% with qualities assumed to be similar to the qualities
already defined in the mineral resource statement. These estimates are based on limited drilling and are
scheduled to be explored further in the proposed Work Program. These estimates are reported in
accordance with clause 18.1 of the JORC code: 1) the potential quantity and grade as reported in respect
of the exploration targets are conceptual in nature, 2) there has been insufficient exploration to define a
mineral resource and 3) it is uncertain if further exploration (as planned by the Group) will result in the
determination of a mineral resource.
Upside potential also exists in the undrilled North East and East blocks, as the BGS studies have shown
that these areas are also underlain with coal bearing Karoo Outcrop.
Coking Coal Potential
The coal sub-basins of the Tete province have produced coking coal from small scale mines operated by
other parties, including the currently operating Minas Moatize mine. The existence of coking coal in the Tete
region has also been demonstrated in proven coking coal resources confirmed at both Vale’s Moatize and
Riversdale’s Benga projects.
Preliminary coking coal test results from three core holes drilled in 2009 have identified a blending coking
and PCI grade coal, and demonstrate that coking coal potential exists in licences 804L and 805L. The
coking coal test work is still at a very early stage and additional work is required to confirm this potential.
SRK noted that early results in 2006 from Riverdale’s Benga project were similar. The Company has now
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appointed technical experts to oversee a more systematic and prescribed exploration techniques to assist
the Company in evaluating the coking coal potential.

Scoping Study
SRK has completed a scoping study for the Ncondezi Coal Project identifying the potential for a
conventional open-pit mining operation. Optimisation studies have indicated a number of potential pit
shells, with the shallow nature of the coal and minimal overburden removal in the South Block being
unusual within the larger Tete Province and conducive to open pit mining. The coal in the North Block is
also relatively shallow but to a lesser extent. PC Meyer estimated the general dip of the coal bearing units
to be between 5 and 30 degrees. The optimisation study undertaken by SRK on the South and West
Blocks provides an indication of the potential for future economic extraction to recover raw coal for
washing to an export quality. Although the quality of the overall coal zones appears to have a moderate to
high ash content from the raw quality data, the scoping study demonstrated that the coal zones can be
beneficiated at acceptable yields by dense medium separation to produce the 24 per cent. ash, 6,000
kcal/kg GAR export thermal coal product.
The optimisation study takes the point of sale as the port of Beira, which is 600 km from the Ncondezi Coal
Project site. Indicative mine operating costs were estimated by SRK for owner operator and contractor
mining scenarios. These scenarios were evaluated by SRK using preliminary physical, yield and costs
estimates, assuming a long term selling price of US$70/t for the 24 per cent. ash, 6,000 kcal/kg GAR
thermal coal product. The raw coal production is scheduled by the SRK model to ramp up in multiples of
six Mtpa commencing in 2014 to a maximum of 42 Mtpa. The ramp up is based on the capacity for each
coal washing module. The conceptual mine plans have not included the 30% geological loss assumed in
the 1.8 billion tonne JORC Resource.
The scoping study indicates that the optimal pit for the South Block has the potential to produce
approximately 200 Mt of 24 per cent. ash, 6,000 kcal/kg GAR thermal coal over a 22 year mine life and
will require a total material movement of 1,788 Mt including raw coal production of 756 Mt at a stripping
ratio of 1.4.
The scoping study indicates that the optimal pit for the West Block has the potential to produce
approximately 150 Mt of 24 per cent. ash, 6,000 kcal/kg GAR thermal coal over a 15 year mine life and
will require a total material movement of 1,336 Mt including raw coal production of 598 Mt at a stripping
ratio of 1.2.
Analysis of the South and West Blocks by SRK has shown that the South Block is likely to provide the
Company with the highest margin returns mainly due to the reduced overburden stripping requirements. A
combined optimisation schedule of the South and West Blocks was produced by SRK as part of the
scoping study with the potential to produce 350 Mt of 24 per cent. ash, 6,000 kcal/kg GAR thermal coal
product over a 37 year mine life. The scoping study mining schedule for the South Block anticipates
production of thermal coal product to ramp up from 2.6 Mtpa in year 1 to 6.5 Mtpa in Year 3 and 10 Mtpa
in Year 5 and beyond. The combined optimisation schedule in the scoping study requires a total material
movement of 3,124 Mt including raw coal production of 1,354 Mt, at an average stripping ratio of 1.3.
The scoping study indicates, and as confirmed by the Competent Person’s Report, that capital costs for
mine construction are estimated at US$376 million, including 10 per cent. contingency and 15 per cent.
implementation charge and would require a 2 year mine construction period.
Following their review of the results of the scoping study, the Directors believe that there is significant future
upside potential for resource expansion, resource upgrade and pit optimisation which would result in
increased yields and lower operating costs.

7.

INFRASTRUCTURE

Road
Road access to the site is by gravel road which is connected to the Mozambique road infrastructure. Since
1992 there has been considerable upgrade and refurbishment of the road infrastructure in Mozambique
and this is expected to continue. In the meantime the roads are for the most part usable for the purpose
21
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of developing the Ncondezi Coal Project. A road connecting the project to the EN103, which links
Mozambique and Malawi, will need to be built (approximately 14 km) by the Group to give reliable access
to the process plant site, exploration and mining operations. At this stage it is envisaged by SRK that the
coal is likely to be exported by rail to Beira so the need to upgrade road infrastructure for this purpose is
not considered. Current costs are based on approximately 10 km of road at a cost of US$75,000 per km,
which should enable a fairly simple but reliable road to be constructed. The Directors intend that a more
detailed review of the route and road design will be conducted as part of the bankable feasibility study.

Transport
The coastal city of Beira is the closest port to Tete and is approximately 600 km away. Determining which
port to use and the associated rail and other infrastructure requirements will be a key input into the
bankable feasibility study, and at this point there are three primary options being considered by the
Company.
The first option considered is the use of the Sena Railway line which runs approximately 575 km from
Moatize to Beira and is in the final stages of a major refurbishment. Once completed this railway is likely to
have a potential capacity of 8 to 12 Mtpa. The railway line between Moatize and the port of Beira passes
approximately 10 km from the eastern limit of the Ncondezi Coal Project held by the Group, and if this
option is considered optimal the Group could construct a rail spur (approximately 20 km of rail) to connect
to the line. From the rail terminal in Beira, the product would be loaded into ships at the Port of Beira. An
existing government owned multi-user coal terminal which has initial capacity of 2 Mtpa ramping up to
6 Mtpa is due to be refurbished for export of coal by the middle of 2011. The government of Mozambique
is also currently investigating further refurbishment of the rail link between Moatize and Beira and a new
coal terminal with approximately 20 Mtpa capacity.
The second option is to utilize the Port of Nacala, which is a deep water port and its upgrade is part of a
strategic development between Mozambique, Malawi and Zambia. During October 2009, the Mozambique
government announced that it had secured US$500 million of funding from the Danish and Dutch
governments as well as the European Union. The government has also signed an agreement with Vale and
the consortium that operates the Nacala Port (Northern Development Corridor) to upgrade the port and rail
links for the purposes of exporting coal from Tete. The objective of upgrading the port ties into plans to link
the town of Moatize to the Nacala railway through Malawi in what would be a US$1.6 billion upgrade. In the
Director’s opinion, in the long term the railway to Nacala is considered the most likely high capacity haul
route for coal from the Zambezi basin due to its natural advantages in terms of deep water (which allows
capesize vessels to service the port which leads in turn to lower per-tonne transportation costs). The
construction of this railway line is forecast to be completed and operational during 2015. The Nacala port
needs to be developed and sections of the connecting railway to Moatize need to be upgraded or built to
cater for the forecast export production from companies developing the Zambezi Basin coal fields. The
upgrade is expected to have a capacity of 20 Mtpa, although it is believed that this can be further expanded.
The third option is to barge the coal down the Zambezi River. The Directors understand that this option is
being investigated by other potential coal producers in the Moatize area particularly Riversdale. There has
been successful small scale barging on the Zambezi in the past, but this was discontinued in favour of the
more reliable railway service. If this option is to be considered then a substantial amount of investigation is
required and environmental approvals from the Mozambican Government will be key.
In summary it would appear that the Group will have the option of exporting coal through either Beira or
Nacala depending on the timing of production of coal from the Ncondezi Coal Project and the demands of
other producers in the Tete area. The scoping study assumes that the Group will not have to fund the
development of the railway, but will pay a tariff for the exportation of coal through either of the ports, and that
upgrades to infrastructure will be complete by the time the Directors expect the Ncondezi Coal Project will
commence production in the second half of 2014. The Group is a member of the Mozambican Coal
Development Association, together with Vale and Riversdale and other coal exploration companies, to
promote the interests of coal companies in Mozambique. Its objectives include promotion of the development
of competitive transportation and handling options, integration of the whole coal production chain for both
export and domestic markets and promotion of the sustainable use of resources. The Directors expect the
government to support open access to rail and port facilities for producers in the Tete Province.
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Power
Power for the Ncondezi Coal Project will come from the national grid, which is supplied from Cahora Bassa
and South Africa. The operation proposed in the scoping study is considered to require 20Mw to be
installed. At present, there is not adequate power in the Moatize area and the Ncondezi Coal Project is
likely to have to provide capital to install in the region of 120kms of power lines at 110Kv. However, given
the development of projects such as Vale’s Moatize project and Riversdale’s Benga project in the Moatize
area, there may be the potential link to the national grid from Moatize, which would significantly reduce the
length of power lines required.

Coal sales
The marketability of any future coal products that may be sold by the Group will depend on the coal quality,
which has yet to be finalised. The Director’s consider heat value, ash, moisture and sulphur are the most
important variables in determining the marketing strategy of the Group for an export thermal product. To
date test work on Ncondezi Coal Project coals indicates average rock density of 1.90 g/cm3, calorific value
of 11.86 MJ/kg, moisture of 1.3 per cent., ash of 56.7 per cent., volatile matter of 15.8 per cent. and
sulphur of 0.9 per cent. The attractiveness of any product the Group produces will depend on the Group’s
ability to provide a product comparable to international benchmark specifications, which may change over
time. It is initially planned to produce a thermal coal product with a heat value of 6,000 kcal/kg GAR and
ash levels of 24 per cent. on an air dried basis. Initial tests indicate that the thermal coal will be competitive
on a calorific value basis with thermal coals produced in Australia, South Africa, Indonesia and Colombia.
At 24 per cent., the ash level is higher than thermal coal traditionally sold on the thermal coal market and
would limit its sale to countries where ash disposal is a major problem. However, the thermal coal market
has proved to be ready to accept new grades of coal such as Indonesian sub bituminous coal in the past.
The potential market for the Company’s products is discussed further in the report set out at paragraph
1 of Part II.
The Directors believe that key buyers of thermal coal will be electric power producing customers. While it
is currently anticipated by the Directors that a portion of the coal at the Ncondezi Coal Project may be of
coking quality, no assurance can be made that coking coal exists or that it will be an economically viable
product. Depending on the coal quality there may also be the potential in the future for a mine mouth coal
fired power plant.
It is the Directors’ intention that as part of the bankable feasibility study, the Group will develop marketing
strategies for the sale of potential coal products. This may ultimately be comprised of short/long contracts,
spot sales or a combination of the two.

8. OTHER COAL ASSETS
At this stage, minimal work has been done by the Group on licences 1314L and 1315L since they were
acquired. Licence 1314L is located 130km south of Tete on the border with Zimbabwe, covering a total of
17,380ha. Licence 1315L is located 320km northwest of Tete on the Cahora Basa lake covering an area
of 17,080 ha. These licences are located in remote areas with little infrastructure and restricted access for
exploration, although Karoo rocks and sediments underlay portions of these blocks, making them
attractive exploration prospects. The licences are due to expire in February 2011 but are extendable for up
to five years although in the absence of additional funding these licences are unlikely to be renewed by the
Group.
9.

KEY STRENGTHS

The Directors believe that the key strengths of the Group’s business are:

Large scale thermal coal resource identified
The Group has a JORC coal mineral resource classification of 1.81 billion tonnes identified on the Ncondezi
Coal Project. This includes 1.16 billion tonnes in the Inferred category, 0.62 billion tonnes in the Indicated
category and 0.02 billion tonnes in the Measured category. The JORC coal mineral resource has been
estimated by SRK, an independent consultant, and is based on 122 boreholes or 16,737m of drilling
predominantly on the North, South and West Blocks. SRK notes that the resources quoted are in-situ
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resources limited to the depth of exploration drilling of approximately 200m. The resource classification
identified five distinct coal zones in the North and South Blocks and four in the West Block, which SRK
noted were very shallow, especially in the South Block.

Scoping Study supports a potential 10 Mtpa export thermal coal operation
SRK completed a Scoping Study on the Ncondezi Coal Project in 2010, confirming the economic viability,
at a scoping study stage, of mining and processing coal from the Ncondezi Coal Project. The scoping
study confirmed the potential for a 10 Mtpa open-pit mining operation on the South and West Blocks only,
producing a 6,000 kcal/kg GAR thermal grade coal for export from the port of Beira in Mozambique. Key
highlights from the scoping study were a total mine capital cost of US$376 million (including contingencies
and implementation charges), average stripping ratio of 1.4 and life of mine of 37 years.

Potential to increase overall coal resource and upgrade the currently defined JORC mineral
resources
The Group’s current JORC coal mineral resource of 1.81 billion tonnes only includes coal identified on 3 of
the 7 blocks on the Ncondezi Coal Project. BGS studies suggest that coal bearing Karoo Outcrop exists
in all 7 of the blocks on the Ncondezi Coal Project and represents significant coal resource upside potential
if drilled further. SRK note that the Central and River Blocks, which have undergone limited drilling, have
additional potential exploration targets ranging from 400 Mt to 1,600 Mt1 assuming geological losses of
between 80 per cent. and 20 per cent. and both need further drilling to be considered as JORC resources.
These initial estimates are based on limited drilling and are scheduled to be explored further. These
estimates are reported in accordance with clause 18.1 of the JORC code: 1) the potential quantity and
grade as reported in respect of the exploration targets are conceptual in nature, 2) there has been
insufficient exploration to define a mineral resource and 3) it is uncertain if further exploration (as planned
by the Group) will result in the determination of a mineral resource. Additionally, potential also exists in the
undrilled North East and East Blocks, as BGS studies have shown that these areas are also underlain with
coal bearing Karoo Outcrop.
SRK also considers that there is potential to upgrade the currently defined JORC mineral resources and
identify higher quality coal zones through more detailed drilling and sampling of the North, South and West
Blocks.

Potential to identify coking coal
SRK notes that coking coal exists in the coal bearing Zambezi Basin, evidenced by historic production at
the Minas Moatize mine and proven exploration results and forecast production from Vale’s Moatize and
Riversdale’s Benga projects. The quality of this coking coal was further confirmed by large equity
investments in Riversdale by Tata Steel and CSN, both large steel producers in India and Brazil.
Results from a detailed set of coking coal tests performed by the Group on three core hole composites on
the South Block in 2009 demonstrated that potential for coking coal exists. SRK confirmed this, but noted
that significant further work is required. SRK also noted that the results from the coking coal tests were
similar to early results from Riversdale’s Benga project in 2006 and did not rule out potential for coking coal
across the Ncondezi Coal Project area.

Ncondezi Coal Project located in a strategic coal basin
Coal exploration activity in the Tete Province has picked up significantly since 2004, when a consortium of
companies headed by the international iron ore miner Vale won the right to develop the Moatize project.
To date, significant coal resources have been identified across the Zambezi Basin with Vale’s Moatize and
Riversdale’s Benga projects being the most developed and due for first production in the latter half of 2011.
Capital investment from these two companies alone is expected to be approximately US$1.6 billion by the
time coal production starts next year. The identification of coking coal in the region has led to the strategic
investment by major mining companies and steel producers alike, including Vale, Tata Steel, Jindal Steel &
Power and CSN. In addition, the presence of companies such as Vale, CSN, Tata Steel, Jindal Steel &
Power and Coal of India in the Zambezi Basin demonstrates the strategic importance of Mozambique’s
location to countries such as Brazil and India. The Ncondezi Coal Project’s proximity to Vale’s Moatize and
Riversdale’s Benga projects highlights the Ncondezi Coal Project’s strategic location.
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Ongoing development and expansion of export infrastructure
Currently there are three options available for the transport of coal from the Tete Province to the seaborne
market for export. These are:
●

Utilise the existing Sena Railway from Moatize to the Port of Beira.

●

Extend the existing Nacala Corridor railway line from Blantye in Malawi to Moatize and export from
the Port of Nacala.

●

Barge down the Zambezi River.

Although current refurbishment of the Sena railway line is expected to deliver first coal from producers in
2011, it is widely accepted that the initial coal handling facilities of the Sena railway and Port of Beira will
not be sufficient for the forecast coal production from the Zambezi Basin. The capital commitments already
being made by Vale and Riversdale will result in coal production well in excess of what can currently be
transported. Upgrades to both the railways and ports for export from Beira and Nacala are under
investigation, and it is expected that these upgrades could provide up to 40 Mtpa of coal handling capacity
by 2015 with potential for further increases.
Barging down the Zambezi River offers another transport option, and is being investigated by Riversdale.
Although barging on a limited scale has been successful in the past, a key milestone in the development
of this option will be the issuing of environmental approvals from the Mozambican government.
The Ncondezi Coal Project is targeted to begin exporting coal in the latter half of 2014 at the earliest and
so will be in a good position to utilise infrastructure upgrades assuming they develop as planned.

10. WORK PROGRAM
SRK has reviewed the Company’s work program for the next 24 months which is intended to take the
Group through to completion of the bankable feasibility study and deemed it to be achievable. This
program has been developed by management primarily to provide sufficient new drilling to the South,
North and West Blocks to measured and indicated JORC classification and further evaluate coking coal
potential. Focus will be placed on the South and West Blocks plus infill on the North, River, Eastern,
Northeast and Central Blocks. SRK notes that both the Central and River Blocks have additional potential
exploration targets ranging from 400 Mt to 1,600 Mt1 assuming geological losses of between 80 per cent.
and 20 per cent. and both need further drilling to be considered as JORC resources. These initial estimates
are based on limited drilling and are scheduled to be explored further. These estimates are reported in
accordance with clause 18.1 of the JORC code: 1) the potential quantity and grade as reported in respect
of the exploration targets are conceptual in nature, 2) there has been insufficient exploration to define a
mineral resource and 3) it is uncertain if further exploration (as planned by the Group) will result in the
determination of a mineral resource. Included in the drilling plan is 64,000m at the Ncondezi Coal Project,
including 270 core holes and 50 percussion holes, some of which will be wide diameter holes. The
breakdown of the budget for the work program follows:
From
to
Development Program
Ncondezi Project
Contingency 10%
Field office and Tete
office capex
Sub-total
Corporate/Admin Total
(Operating)
Total

Jul-10
Dec-10
US$m

Jan-11
Dec-11
US$m

Jan-12
Jun-12
US$m

Total
US$m

% of
Total

9.1
0.9

20.8
2.1

4.4
0.4

34.3
3.4

73%
7%

2.9

––––––––––––

12.9

––––––––––––

2.2

––––––––––––

15.1

––––––––––––
––––––––––––

–

––––––––––––

22.9

––––––––––––

3.0

––––––––––––

25.9

––––––––––––
––––––––––––

Source: The Company.
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–

––––––––––––

4.8

––––––––––––

1.4

––––––––––––

6.2

––––––––––––
––––––––––––

2.9

––––––––––––

40.6

––––––––––––

6.6

––––––––––––

47.2

––––––––––––
––––––––––––

6%

––––––––––––

86%

––––––––––––

14%

––––––––––––

100%

––––––––––––
––––––––––––
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The detailed work plan for the Ncondezi Coal Project, excluding contingencies, is as follows:
Cost
(US$m)

% of Total
Cost

Drilling

9.4

27%

BFS

5.7

17%

Assay

4.6

13%

Geology

3.2

9%

Owners Team

3.0

9%

Exploration Supervision 2.0

6%

Key work stream

Geophysics
Field Office
VAT/WHT

Total

1.2
1.0
4.2

3%
3%
13%

––––––––––––

––––––––––––

34.3

––––––––––––
––––––––––––
Source: The Company.

Development work for 804L/805L
Includes 270 core holes and 50 percussion holes or 64,000
m across all blocks.
Sighting of boreholes to be finalised with input from
McElroy Bryan Geological Services Pty Ltd and SRK.
Includes all geological, engineering, environmental and
social studies required for completion of BFS.
Includes wash, coking coal, large diameter and processing
test work.
Includes costs of geologists and field technicians with
associated labour. Also includes services to be provided by
consultant.
Consultants: engineering, geological, processing and
environmental.
Exploration manager, senior geologists and procurement
manager.
Downhole logging and aeromag surveys.
Field office operations and communications.
Mozambican VAT or withholding tax will be applicable to all
work done depending on whether or not services are
provided in Mozambique.

100%

––––––––––––
––––––––––––

11. GROUP STRATEGY
Following Admission, the Group’s plan and strategy is to become a significant, new, mid-tier coal producer
in Mozambique with initial production currently targeted for the second half of 2014. The work program
designed by the Group and reviewed and deemed achievable by SRK encompasses the completion of a
fast track bankable feasibility study on the Ncondezi Coal Project setup of a field office at the Ncondezi
Coal Project and expansion of the Tete office, as well as the evaluation of transport and road infrastructure
options. To achieve these objectives, the Group has put together a budget for the last half of 2010 of
$15.1 million, a budget for 2011 of $25.9 million and a budget for the first half of 2012 of $6.2 million as
outlined above. Subject to completion of the program of work for the next phase of exploration at the
Ncondezi Coal Project and confirmation of the technical and financial viability in a bankable feasibility study
in the latter half of 2012 the Group plans to apply for a mining licence, an environmental licence, arrange
financing and initiate construction and development of the Ncondezi Coal Project. The Directors anticipate
first production will occur in the second half of 2014 following a two year mine construction period.
The scoping study completed by SRK in April 2010 indicates that the Ncondezi Coal Project has the
potential for a significant thermal coal project able to produce up to 10Mtpa of thermal coal for export.
Whilst further work is required to better quantify potential for coking coal on its licences it is possible that
the Group could also become a coking coal producer. The Company has received a coal industry report
from McCloskey including a detailed discussion on the markets for Ncondezi thermal coals as well as
Mozambique coking coals.
In addition to focusing on development of its Ncondezi Coal Project, the Group may utilise its presence in
and knowledge of Mozambique as a platform to seek further growth opportunities via joint ventures and/or
acquisition of other coal projects which could add value to the Company.
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12. FINANCIAL INFORMATION
Appendix 1 of this document contains the financial results for the years ending 31 December 2007,
31 December 2008 and 31 December 2009. The Group is in the exploration stage and as such has no
revenues.
The key investment of the Group to date has been the acquisition cost of the Group’s subsidiaries holding
the Licences for US$3,000,000 and exploration costs, largely funded by way of shareholder loans. In 2009,
the Company incurred exploration costs of US$2,277,000 in connection with its exploration program
including 10,978 metres of drilling. In 2008, the Company incurred exploration costs of US$2,040,000 in
connection with an exploration program which included 4,696 metres of drilling. In 2007, the Company
incurred exploration costs of US$569,000 in connection with an exploration programme which included
1,063 metres of drilling. Further details of the financial position of the Group are set out in Appendix 1 of
this document.
PR I 8.2

13. ENVIRONMENTAL ISSUES
The Group currently has an Environmental Management Plan (“EMP”) devised in conjunction with Impacto
Limitada, a Mozambican environmental consultant, which was updated in January 2009 and has been
approved by MICOA. As part of further environmental studies the Group will commission international
consultants to oversee a preliminary environmental baseline data collection exercise. The data will be used
to establish an Environmental Impact Assessment (“EIA”) undertaken in conjunction with the bankable
feasibility study required for the mining licence application. There are significant requirements under
environmental legislation, and in order to ensure that the local requirements are addressed, the Company
has retained the services of a locally recognised environmental agency. Further details of the environmental
issues and legal requirements are set out in the Competent Person’s Report in Part IV of this document.

14. THE BOARD
Brief biographies of the Directors are set out below. Paragraph 9 of Part V of this document contains further
details of the current and past directorships and certain other important information regarding the Directors
on Admission.
Richard Stuart, Non-Executive Chairman, 63 years
Richard Stuart has over 17 years experience in corporate finance. He is currently the Chairman of both
Strata and Tete Holdings. He was a partner in Martin & Co from 1978 and is a former Joint Senior Partner
of Fleming-Martin which was established in 1994 and was one of South Africa’s leading brokerage firms.
He played a key role in raising international equity capital for South African companies in the post sanction
era and in the relocation of Gencor (as Billiton plc) and The South African Breweries Limited onto the
London Stock Exchange.
Graham Mascall, Chief Executive Officer, 63 years
Graham Mascall has over 35 years of commercial, financial, and transaction experience in mergers and
acquisitions, business development and project management in mining and mining finance. Over the
course of his career he has worked as a senior executive for a number of companies in the mining and
mine finance sector. He has worked in senior positions for Billiton plc, the post-merger entity BHP Billiton
plc, Deutsche Morgan Grenfell, Outokumpu Metals and Resources International Limited, Barclays Bank,
and was Chief Executive Officer of International Molybdenum Limited and Lubel Coal Company (UK)
Limited. Whilst at Billiton plc, as Chief Executive for Mergers and Acquisitions, Base Metals and New
Business, in 2000 he led the US$2.1 billion acquisition of Rio Algom Limited. Mr Mascall is a graduate in
mining engineering from the Camborne School of Mines and holds a Master of Engineering in Mineral
Economics from McGill University. He is currently also a director of AIM listed Gemfields Resources plc and
London Mining plc.
Estêvão Pale, Non-Executive Director, 55 years
Estêvão Pale has 27 years experience in the mining industry. He is the Chief Executive Officer of
Companhia Mocambicana de Hidrocarbonetos, S.A., a Mozambican natural gas company, where he
negotiates sales agreements for natural gas and condensate as well as dealing with junior and senior
lenders of the company. Between 1996 and 2005 he was the National Director of Mines in the Ministry of
Mineral Resources and Energy, where he was responsible for the supervision and control of mineral
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activities in Mozambique and the formulation and implementation of the mining and geological policy
approved by the government of Mozambique. Mr Pale has been a director of numerous companies in the
mining sector including Promaco SARL and the Mining Development Company as well as the General
Director and Chief Executive of Minas Gerais de Moçambique. He has also conducted several
consultancies for international organisations. Mr Pale has a post graduate diploma in Mining Engineering
from the Camborne School of Mines in Cornwall and a Masters degree in Financial Economics from the
University of London (SOAS). He completed a course in Gas Business Management in Boston at the
Institute of Human Resources Development corporation in 2006.
Nigel Sutherland, Non-Executive Director, 58 years
Nigel Sutherland has spent over 34 years working in the resource sector of which the last nine years he
has worked as a consultant and in Business Development for Partners in Performance International (“PIP”).
During this period, he has delivered improvement results on a large underground coal mine, an aluminium
smelter, a zinc smelter and a direct reduction iron plant. Nigel also has managed 20 site diagnostics across
a number of different resource industries including coal mines in Kazakhstan, Czech Republic, South Africa
and Australia in order to identify improvement opportunities to increase production, reduce costs and
improve operational efficiencies. Nigel is a principal of PIP and is currently responsible for growing PIP’s
North American and African business. Prior to joining PIP, he gained wide experience in corporate,
commercial, risk management and strategic planning through his roles at Anglo American plc, in merchant
banking and in management consulting. He has worked in Namibia, South Africa and Australia as well as
short assignments in Europe, Canada and the USA. Mr Sutherland has an MBA from the University of Cape
Town and a Bachelor of Engineering (Metallurgy) from the University of Witwatersrand. Mr Sutherland is a
member of the South African Institute of Mining and Metallurgy.
Colin Harris, Non-Executive Director, 63 years
Colin Harris has been working as an exploration geologist for over 40 years, and has a wealth of experience
in the generation, exploration and evaluation of projects covering a variety of commodities and deposit
styles. He has experience in over 25 countries, mainly in Africa and Europe, and has worked for major
international mining companies including Anglo American plc, Cominco and Rio Tinto plc. During his time
at Rio Tinto plc, which was between 1990 to 2008, Mr Harris managed multi-million dollar world class
projects including the Simandou iron ore project in Guinea, which he and his team took from grass roots
to preliminary feasibility study before handing over to Rio Tinto Iron Ore Group. For the past 18 months Mr
Harris has been leading the Zanaga Iron Ore Project in Congo Brazzaville as both the Directeur Général of
Mining Project Development Congo SAU (MPD), the local holding company, and Technical Director of
Jumelles Technical Services (UK) Ltd, who render technical services to MPD. He has a BSc in Geology
from Rhodes University (South Africa).
Mark Trevan, Non-Executive Director, 53 years
Mark Trevan has over 30 years experience in the mining and metals sector. He is currently the Managing
Director of Caledon Resources Plc and is responsible for the Caledon Group’s Australian operations. Prior
to joining Caledon in September 2006, he spent 25 years with Rio Tinto Limited where he held senior
executive roles in the areas of coal marketing, general commercial, corporate strategy and project
feasibility. He joined Rio Tinto’s Queensland coal subsidiary in 1997 as General Manager of Marketing and
through various corporate reorganisations also became responsible for the marketing of Rio Tinto’s Coal
and Allied subsidiary and its Indonesian coal operations. During his time as General Manager of Marketing,
Rio Tinto opened two coking coal mines and is now a significant participant in the internationally traded
metallurgical coal market in addition to its substantial presence in the thermal coal market. Mr Trevan is a
graduate in Applied Finance and Investment from the Securities Institute of Australia and holds a Diploma
of Business (Accounting) from the Preston Institute of Technology.

15. SENIOR MANAGEMENT
Nigel Walls, Chief Operations Officer, 48 years
Nigel Walls has over 25 years of international business experience in profit and loss management, project
evaluation, risk assessment, marketing strategy and technical auditing. He has a wide ranging knowledge
of various mineral commodities including coal, copper and gold. He has had extensive experience in Eastern
Europe, Central Asia, Russia, Sub-Saharan Africa and the Far East during this period. Recent positions
include Deputy Managing Director of Wardell Armstrong International consultants, Vice President Business
Development for Canadian copper producer Aur Resources and Chief Operations Officer for a private
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exploration/development company in the Democratic Republic of Congo. Mr Walls graduated with a BSc
(Eng.) in Mining Engineering with Honours from the Royal School of Mines, Imperial College, in London in
1983. Nigel Walls is a Chartered Mining Engineer and a Fellow of the Institute of Materials, Minerals and
Mining.
Manish Kotecha, Chief Financial Officer, 39 years
Manish Kotecha has been working in the mining and metals sector for 10 years specialising in financial
management. He has been the Chief Financial Officer at Caledon Resources plc, an AIM and ASX listed
coal mining junior, since 2000. At Caledon he has been involved in two reverse takeovers: the first in 2003
when it transitioned from an internet auction house to Chinese gold explorer and the second in 2006 when
it transitioned to coal mining and exploration in Australia, and was also involved in the subsequent
fundraisings which totalled £70.9 million in debt and equity. He also served as finance director for Carlton
Resources plc (formerly KimCor Diamonds plc), and was the Group Financial Controller at Oriel Resources
plc where he was part of the team that listed Oriel’s shares on AIM in March 2004, raising £40 million. Mr
Kotecha graduated with a BSc (Hons) in Accounting and Finance from Kingston University, Kingston Upon
Thames, in 1994.
Hanno Pengilly, Manager, Corporate Development, 26 years
Hanno Pengilly, prior to this role, was an investment banker at JP Morgan for four years based in the United
Kingdom and South Africa, predominantly focused on the natural resources space in sub-Saharan Africa.

16. THE PLACING
The Company is seeking to raise £35.6 million (US$52 million) (before expenses) by way of a placing of the
Placing Shares at the Placing Price. Liberum and Renaissance have agreed, pursuant to the Placing
Agreement and conditional, inter alia, upon Admission, to use their reasonable endeavours to place the
Placing Shares at the Placing Price with investors. The Placing has not been underwritten. Further details
of the Placing Agreement are set out in paragraph 13.1 of Part V of this document.
Admission and dealings in the Ordinary Shares are expected to commence on 10 June 2010.

PR III 5.1.1/5.3.1

PR III 6.2

The Placing Shares comprise 28,956,454 ordinary shares of no par value in the Company. The Placing
Shares were created under the BVI Act and can be issued in certificated or uncertificated form. The ISIN
number for the Ordinary Shares is VGG640631039. The Depositary Interests will have the same ISIN
number.
The currency of the Placing Shares is pounds Sterling. The Placing Shares will be in registered form and
will be issued credited as fully paid and will, when issued, rank in full for all dividends and other distributions
declared paid or made on the Ordinary Shares after Admission.

PR III 4.4
PR III 4.3

The Company has entered into depositary arrangements to enable investors to settle and pay for their
interests in Ordinary Shares through the CREST system. Further details of the depositary arrangements are
set out in paragraph 19 of Part V of this document.

17. REASONS FOR THE PLACING AND ADMISSION AND USE OF PROCEEDS
The Company requires additional funding to undertake a 24 month work program for the next phase of
exploration at the Ncondezi Coal Project at a proposed budget of US$47.2 million. This will include
confirmation of technical and financial viability in a fast track bankable feasibility study planned for
completion in the second half of 2012. On the basis of a positive bankable feasibility study the Company
plans to arrange financing and initiate construction and development of the Ncondezi Coal Project. A small
portion of the proceeds will be used for general corporate purposes.
The Company has an outstanding Shareholder Loan of approximately US$7,203,684 (which excludes the
US$ 3,000,000 invested). The Shareholder Loans have not been interest bearing. As a gesture of support
for the Company, Tete Holdings has agreed to convert approximately US$4,249,526 of the Shareholder
Loans into equity at the Placing Price. In addition, Strata has agreed that the US$2,954,158 which will be
due to it following the Strata Buy Back Agreement, further details of which are set out in paragraph 13.11
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of Part V of its document will be converted into equity at the Placing Price. Further details of these loan
capitalisations are set out in paragraph 13.11 of Part V of this document.
In addition, the Company’s other major shareholder prior to Admission, Dos Santos, now acting through
the Dos Santos Executor has granted to the Company a call option in respect of the Dos Santos Shares
and the Company has granted the Dos Santos Executor a put option to enable the Dos Santos Executor
to receive a minimum guaranteed consideration of US$500,000 in respect of the Dos Santos Shares.
Pursuant to a waiver of Rule 7 of the AIM Rules, the Dos Santos Executor is permitted to transfer the Dos
Santos Shares to the Company pursuant to the Dos Santos Option Agreement during the 12 months
following Admission. The minimum guaranteed consideration under the put option is to be funded out of
the net proceeds of the Placing. The Directors intend, subject to sufficient demand, to use their authority
to issue further Ordinary Shares to third parties for cash up to 15 per cent. of the Enlarged Issued Shares
to fund any exercise of the Call Option. Further details of the Dos Santos Option Agreement and the Dos
Santos Executor’s lock-in arrangements are detailed in paragraph 13.13 of Part V of this document.
The Directors intend that the gross proceeds of the Placing will be used by the Company for:
●

Developing 804L and 805L, including funding a bankable feasibility study at an estimated cost of
approximately US$40.6 million

●

Corporate and administration costs (including commissions and expenses of the Placing and
Admission) of approximately US$10.2 million

●

Mozambique withholding tax liability of approximately US$0.7 million

●

Funding the guaranteed minimum consideration payable to the Dos Santos Put Option of US$0.5 million

18. DIVIDEND POLICY
The Directors do not intend to declare or pay a dividend in the short to medium term and if any dividend
is to be paid it will be, subject to the Directors being satisfied, on reasonable grounds, that immediately
after the payment of a dividend, the value of the Company’s assets will exceed its liabilities and the
Company will be able to pay its debts as and when they fall due. The Directors only intend to commence
the payment of dividends when it becomes commercially prudent to do so.

19. EQUITY INCENTIVES
The Directors consider that an important part of the Group’s remuneration policy should include equity
incentives through the grant of share incentive awards to Directors and employees. Accordingly, the
Company has adopted a long term incentive plan, as described in paragraph 12 of Part V of this
document. Awards in respect of 3,600,000 Ordinary Shares have been made at the date of this document
and awards over a further 2,400,000 Ordinary Shares will be made on Admission. It is the intention of the
Directors to grant further awards to current and future senior employees and officers of the Group. The
maximum number of Ordinary Shares which will be subject to awards granted to officers and employees
under the long term incentive plan and any other share schemes adopted by the Company will not exceed
10 per cent. of the Company’s issued shares, from time to time.

20. LOCK-IN ARRANGEMENTS
Each of the Directors and Senior Management and their connected persons and Strata, have each
undertaken to the Company and the Joint Brokers that, save in specified circumstances permitted under
the AIM Rules, they will not dispose of any interest in Ordinary Shares held by each of them for a period of
12 months from Admission. In addition, they have undertaken to the Company and the Joint Brokers that
any disposal during the six months following the anniversary of Admission shall be effected through
Liberum or Renaissance (for so long as they are acting as the Company’s broker, and if not through the
Company’s broker from time to time) with a view to the maintenance of an orderly market of the Ordinary
Shares.
Each of the Minority Shareholders has undertaken to the Company and the Joint Brokers that, save in
specified circumstances permitted under the AIM Rules and in certain circumstances, save in relation to
Ordinary Shares acquired following Admission, they will not dispose of any interest in Ordinary Shares held
by each of them for a period of six months from Admission. In addition, they have undertaken to the
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Company and the Joint Brokers that any disposal during the six months following the six month
anniversary of Admission shall be effected through Liberum or Renaissance (for so long as they are acting
as the Company’s broker, and if not through the Company’s broker from time to time) with a view to the
maintenance of an orderly market of the Ordinary Shares.
The Dos Santos Executor has undertaken to the Company and the Joint Brokers that save in specified
circumstances permitted under the AIM Rules or pursuant to the Dos Santos Option Agreement the Dos
Santos Executor will not dispose of any interest in Ordinary Shares held by it for a period of 12 months
from Admission. In addition, they have undertaken to the Company and the Joint Brokers that any disposal
during the six months following the anniversary of Admission shall other than pursuant to the Dos Santos
Option be effected through Liberum or Renaissance (for so long as they are acting as the Company’s
broker, and if not through the Company’s broker from time to time) with a view to the maintenance of an
orderly market of the Ordinary Shares. The London Stock Exchange has granted the Dos Santos Executor
a derogation from AIM Rule 7 to permit the exercise of the Dos Santos Put Option and the Dos Santos
Call Option in the 12 months following Admission.

21. CORPORATE GOVERNANCE AND INTERNAL CONTROLS
The Directors recognise the importance of sound corporate governance and the guidelines set out in the
Combined Code. Whilst AIM companies are not obliged to comply with the Combined Code, the Directors
do intend to comply with the Combined Code so far as is appropriate having regard to the size and nature
of the various companies making up the Group. Further, whilst there is no equivalent to the Combined
Code in the BVI, the BVI Act brings with it a more formalised approach to corporate governance particularly
in the area of the laws and the rules relating to directors’ duties and liabilities and shareholder rights which
apply to all BVI companies. See paragraphs 5 and 6 of Part V of this document for further details.

PR I 16.4

The Company has five non-executive Directors. The Board retains full and effective control over the
Company. The Company intends to hold regular quarterly Board meetings at which financial and other
reports are considered and, where appropriate, voted on. Apart from regular meetings, additional meetings
will be arranged when necessary to review strategy, planning, operational, financial performance, risk,
capital expenditure, human resource and environmental management. The Board is also responsible for
monitoring the activities of the executive management.
The Directors have established an audit committee and a remuneration committee with formally delegated
duties and responsibilities to operate with effect from Admission. At this stage of the Company’s
development the Directors consider it is appropriate for the Board to retain responsibility for nominations
to the Board.
The audit committee, which will initially comprise Richard Stuart with Mark Trevan acting as Chairman, will
determine and examine any matters relating to the financial affairs of the Group including the terms of
engagement of the Group’s auditors and, in consultation with the auditors, the scope of the audit. In
addition it will consider the financial performance, position and prospects of the Company and ensure they
are properly monitored and reported on.

PR I 16.3

The remuneration committee, which will initially comprise Richard Stuart with Nigel Sutherland as
Chairman, will review the performance of the executive Directors and set their remuneration, determine the
payment of bonuses to the executive Directors and consider the Group’s bonus and option schemes. No
director will be permitted to participate in decisions concerning his own remuneration.

PR I 16.3

The Directors will comply with Rule 21 of the AIM Rules for Companies relating to Directors’ dealings and
will take all reasonable steps to ensure compliance by the Company’s applicable employees. The
Company has adopted and will operate a share dealing code for Directors and employees in accordance
with the AIM Rules for this purpose.

22. SUBSTANTIAL SHAREHOLDER
On Admission, Strata will beneficially own 54,289,641 Ordinary Shares, or 45.56 per cent. of the
Company’s issued shares. As a result of its significant shareholding, Strata will be able to exercise
significant influence over all matters requiring Shareholder approval, including the composition of the
Board, approving the timing and amount of dividend payments and approving general corporate
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transactions. Accordingly, Strata has entered into a Relationship Agreement with the Company which
regulates the relationship between it and the Company. The terms of the Relationship Agreement are
summarised in paragraph 13.15 of Part V of this document.
The Company is not governed by the City Code but the Company has included certain provisions in its
Articles to prevent the acquisition of control of the Company without a general cash offer being made to
all Shareholders. The Board has waived any rights it has under these provisions of the Articles in respect
of the share re-organisation and other steps prior to Admission.
On Admission, Strata will hold 54,289,641 Ordinary Shares or 45.56 per cent. of the Company’s issued
shares. If the Dos Santos Put Option or the Call Option is exercised Strata’s holding in the Company may
increase. Since the exercise of the Dos Santos Call Option will not be an acquisition of shares by Strata
the Board will not have any entitlement to require Strata to make a general offer to all Shareholders as a
result of such increase.

23. ADMISSION, SETTLEMENT AND DEALINGS
Application has been made to the London Stock Exchange for all of the Ordinary Shares, issued and to
be issued pursuant to the Placing, to be admitted to trading on AIM. It is expected that Admission will
become effective and dealings will commence in the Ordinary Shares on 10 June 2010. No application has
or will be made for the Ordinary Shares to be admitted to trading or to be listed on any other stock
exchange.
No temporary documents of title will be issued. All documents sent by or to a Placee, or at his direction,
will be sent through the post at the Placee’s risk. Pending the despatch of definitive share certificates,
instruments of transfer will be certified against the register of members of the Company.
The Ordinary Shares are in registered form. CREST is a computerised paperless share transfer and
settlement system, which allows shares and other securities, including depositary receipts, to be held in
electronic rather than paper form. Foreign securities cannot be held electronically or traded in the CREST
system. To enable investors in the Ordinary Shares to settle their transactions in CREST, the Company has
entered into Depositary arrangements. Further details of the depositary arrangements, including the Deed
Poll, the Depositary Agreement and the Registrar Agreement are set out in paragraph 19 of Part V of this
document.

Further information
Your attention is drawn to Part III of this document which contains certain risk factors relating
to any investment in the Company and to Part V and Appendix 1 of this document which contain
further additional information on the Group.
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PART II
FURTHER INFORMATION ON THE COAL INDUSTRY AND MOZAMBIQUE

1.

SUMMARY REPORT ON THE MARKET FOR NCONDEZI THERMAL COAL AND
MOZAMBIQUE COKING COAL
The following information relating to the coal industry has been provided for background purposes only.
This information includes statements that are, or may be deemed to be, “forward-looking statements”.
These forward-looking statements can be identified by the use of forward-looking terminology, including
the terms “believes”, “estimates”, “plans”, “projects”, “anticipates”, “expects”, “intends”, “may”, “will” or
“should” or, in each case, their negative or other variations or comparable terminology, or by discussions
of strategy, plans, objectives, goals, future events or intentions.
By their nature, forward-looking statements involve risk and uncertainty because they relate to future
events and circumstances. Forward-looking statements are not guarantees of future performance and the
development of the markets and the industry in which the Group operates, may differ materially from those
described in, or suggested by, the forward-looking statements contained in this document. In addition,
even if the development of the markets and the industry in which the Group operates are consistent with
the forward-looking statements contained in this document, those developments may not be indicative of
developments in subsequent periods. A number of factors could cause developments to differ materially
from those expressed or implied by the forward-looking statements including, without limitation, general
economic and business conditions, industry trends, competition, changes in regulation or government,
changes in its business strategy, political and economic uncertainty and other factors discussed in Part III.
Any forward-looking statements in this Part reflect the Company’s current view with respect to future
events and are subject to risks relating to future events and other risks, uncertainties and assumptions
relating to the Group’s operations and growth strategy. Investors should specifically consider the factors
identified in this document, particularly the risk factors set out in Part III, which could cause results to differ
before making an investment decision. Subject to the requirements of the AIM Rules, the Company
undertakes no obligation publicly to release the result of any revisions of any forward-looking statements
in this Part II.

Thermal Coal – Demand
Over recent years the market for thermal coal has grown. The Company expects that this growth will
continue in the future with McCloskey’s figures suggesting that the international traded thermal coal market
will grow from 635 Mtpa in 2009 to 935 Mtpa in 2020.
In particular, the Company expects there to be significant growth in the market for importing thermal coal
into India which McCloskey predicts will grow by a total of 73 Mtpa from 58 Mtpa in 2009 to 132 Mtpa in
2019 (this forecast is based on four major 4,000MW mega utilities being commissioned to take imports,
as well as some smaller utilities). Accordingly the Directors believe that the primary market for Ncondezi’s
coal will be India. In addition Mozambique is well placed geographically to supply this market with
Indonesia being the only comparable thermal coal-producing country that is competitive on the basis of
distance.
The Company anticipates that other potential markets include the Middle East where it has been reported
that coal fired power plants are being considered in order to permit higher value gas and oil to be exported
and the Mediterranean, including Turkey.

Thermal Coal – Prices
The Directors believe that the comparable benchmarks for Ncondezi coal pricing in the Asian market to be
South African and Indonesian coal and for any sales in the Atlantic, Mediterranean and Middle Eastern
regions to be Colombian coal.
A forecast of the price of Ncondezi coal and Australian thermal coal has been provided by McCloskey for
comparison purposes. This assumes a calorific value of 6,700 kcal/kg gross air dried (“g.a.d”). and an ash
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level of 15 per cent for Australian thermal export. The Scoping Study indicates that the Ncondezi product is
likely to be of a higher ash level and a lower calorific value being 24 per cent. ash and 6,300 kcal/kg g.a.d
(equivalent to 6,000 kcal/kg gross as received) and McCloskey have applied a 5 per cent. discount to
account for this.
McCloskey’s thermal coal price forecasts show a base case and high and low case forecasts.

Australian Thermal Coal Forecast - calorific value of 6,700 g.a.d. and 13 per cent. to 15 per
cent. ash content (1)
FOB Australia NSW
High
Base
Low
Short Term FOB
(1)

2008
105
81
50
150

2009
101
75
51
72

2010
103
85
51
90

2011
104
82
50

2012
106
76
50

2013
106
76
50

2014
108
76
48

2015
110
76
48

2016
113
75
49

2017
117
77
48

2018
120
77
48

2019
124
77
48

Please note all prices are in US dollars and are not adjusted for inflation and are rounded to the nearest whole number.

Source: McCloskey includes content supplied by IHS Global Limited; Copyright 2010 IHS Global Limited.

Ncondezi Thermal Coal Forecast – 6300 g.a.d 24per cent. ash
FOB Mozambique
High
Base
Low
Short Term FOB
(1)

2008
95
73
45
135

2009
91
68
46
65

2010
93
77
46
81

2011
94
73
45

2012
95
69
45

2013
96
68
45

(1)

2014
97
68
43

2015
99
69
44

2016
102
68
44

2017
105
69
43

2018
108
69
43

2019
112
69
43

Please note all prices are in US dollars and are not adjusted for inflation and are rounded to the nearest whole number.

Source: McCloskey includes content supplied by IHS Global Limited; Copyright 2010 IHS Global Limited.

Coking Coal – Demand
Additional drilling and coke quality tests are required on licence areas 804L and 805L to determine whether
the Ncondezi Coal Project will be able to produce a coking product, current indications show that there is
potential for coking coal. Should this be the case then the Directors believe that this will provide an
extremely valuable upside to the Ncondezi Coal Project.
The International Iron and Steel Institute are predicting that world pig iron production will grow from
993 Mtpa in 2010 to 1,818 Mtpa in 2020. Whilst there is not a linear relationship between pig iron
production and coking coal imports, as the size of the market for coking coal is dependent on the growth
in steel manufacturing, McCloskey predicts that worldwide coking coal demand will increase from
267 Mtpa in 2010 to 411 Mtpa in 2020.
The Company anticipates that the biggest growth in coking coal imports will be from India where
McCloskey are predicting an increase in the import of coking coal from 36 Mtpa in 2010 to 89 Mtpa in
2020. For geographical reasons, the Directors believe that the prime target markets for Mozambique
coking coal are India, Europe and South America.

Coking Coal – Prices
Without additional drilling, it is not possible to predict the quality of coking coal, if any, that the Ncondezi
Coal Project may produce. The table below instead sets out McCloskey’s pricing forecasts for other
Mozambique coking coals. The Directors anticipate that Mozambique coking coals will be marketed as
hard coking coal which means that it will achieve prices approximately five per cent. below the price
achievable for the prime hard coking coals. The calculations in McCloskey’s price forecast base case also
assume that the higher ash content of Mozambique coking coals will have to be compensated for by an
adjustment to the price.
As in the case of thermal coal, McCloskey’s coking coal price forecasts show a base case and high and low
case forecasts. A forecast for Australian prime coking coal has been included for comparison purposes.
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FOB PRICE FOR TYPICAL MOZAMBIQUE COKING COAL

High
Base
Low
(1)

(1)

2010

2011

2012

2013

2014

2015

2020

2025

326
256
116

329
256
115

332
233
114

335
223
113

339
209
112

342
177
111

346
167
109

349
163
108

Please note all prices are in US dollars and are not adjusted for inflation and are rounded to the nearest whlole number.

Source: McCloskey includes content supplied by IHS Global Limited; Copyright 2010 IHS Global Limited.

FOB PRICE FOR AUSTRALIAN PRIME HARD COKING COAL

High
Base
Low
(1)

(1)

2010

2011

2012

2013

2014

2015

2020

2025

350
275
125

354
275
124

357
250
123

361
240
121

364
225
120

368
190
119

372
180
118

375
175
117

Please note all prices are in US dollars and are not adjusted for inflation and are rounded to the nearest whole number.

Source: McCloskey includes content supplied by IHS Global Limited; Copyright 2010 IHS Global Limited.

2. MOZAMBIQUE
The Republic of Mozambique, known commonly as Mozambique, is a former Portuguese colony which
gained independence in 1975. Emigration, civil war, natural catastrophes and dependence on the
neighbouring economy of South Africa negatively impacted the economy until the mid 1990’s. The first
democratic elections took place in 1994 following the Rome Peace Treaty of 1992 which ended 16 years
of civil war and signalled political stability that remains to this day. President Joaquim Alberto Chissano won
the 1994 and 1999 elections, transitioning Mozambique from a socialist to a democratic state. In February
2005, the elected President Armando Emílio Guebuza took office for his first five year term. In October
2009 he was re-elected after receiving a strong majority of the public vote. Key ministers for the mining
sector, including the Minister for Mines, Minister for the Environment and Minister for Transport were all
re-appointed for another five years. In January 2010 Aires Bonifácio Ali was appointed Prime Minister by
President Guebuza.
Mozambique covers an area of 799,380 km2 and borders South Africa, Swaziland, Tanzania, Malawi,
Zambia and Zimbabwe. The climate is tropical to subtropical with coastal lowlands, plateaus in the
northwest and mountains in the west. The highest point is Monte Binga at 2,436 m and the lowest point
is the coast along the Indian Ocean. The estimated population is approximately 21.7 million, of which 9.8
million are in the labour force.
The economy suffered prior to independence as a result of socialist mismanagement and growth was
hampered by a civil war that lasted from 1976 to 1992. The GDP in 2009 was approximately US$10 billion
(or £900 per capita) and GDP growth was approximately 4.3 per cent., a drop from approximately 7 per
cent. growth in each of the previous two years. According to the IMF, annual real GDP growth in
Mozambique is expected to be in excess of 5 per cent. for each year until at least 2014. The economy in
2009 has been estimated by the United States Central Intelligence Agency as being divided into 45 per
cent. service sector, 31 per cent. industry and 24 per cent. agriculture. The industrial production growth
rate is 5.2 per cent.
Mozambique has 4,787 kilometres of railway lines, all narrow gauge, and a total of 30,400km of roadways,
of which less than 6,000 km are paved. The country has three ports, Beira, Maputo and Nacala. The
largest export partner is the Netherlands at over 55 per cent., with South Africa approximately 10 per cent.
and Zimbabwe 2 per cent.
Mozambique has resources of coal, titanium, natural gas, tantalum and graphite. The government has
supported the development of the Cahora Bassa Dam, a substantial hydro power facility, which is a source
of energy for Mozambique and neighbouring countries, including South Africa and Zimbabwe.
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OVERVIEW OF MINING REGIME IN MOZAMBIQUE

3.1 Licencing Regime Overview
The Mining Law was promulgated in 2002 and the Mining Regulations in 2006. The legal framework seeks
to regulate the various mining titles provided for exploiting mineral resources, the formalities for their
concession and respective time periods, as well as the rights offered to investors who wish to work in this
sector.
There are five main types of mineral titles available being: reconnaissance licences, prospecting and
exploration licences, mining concessions, mining certificates and mining passes. Only one type of mineral
title can exist over an area of land at any one time. The acquisition, modification, transfer and termination
of mineral titles are subject to registration.
Over the life of the Group’s prospecting and exploration licences, mining concessions, environmental
licences and land rights will be required to exploit the Group’s assets. In summary, prospecting and
exploration licences allow the Group to conduct its prospecting and exploration activities. When these
activities reach the development stage a mining concession must be obtained which will allow the Group
to conduct its extraction activities subject to obtaining an environmental licence and DUAT (Direito de Uso
e Aproveitamento da Terra – akin to a long-term lease).

3.2 Prospecting and exploration licences
Prospecting and exploration licences are initially granted for five years for an area of up to 25,000 hectares.
Prospecting and exploration licences permit the holder to access the licensed area and carry out all
activities ancillary to prospecting and exploration, such as erecting temporary structures and removing or
selling samples and specimens. The licence holder has exclusive rights to conduct exploration for the
minerals specified in the licence and a preferential right in respect of associated and other minerals
discovered with the licence area.
Holders of prospecting and exploration licences must submit annual reports, summarising the previous
years activities and expenditure as well as a work program and budget details for the forthcoming year.
Holders of prospecting and exploration licences are required to pay surface tax of a fixed amount per km2
of land comprised in the licence. The amount payable increases yearly from 250 MZM per km2 and up to
3,000 MZM per km2.
Prospecting and exploration licences may be extended for up to a further five years, after which time a new
licence must be sought or the licence must be converted into another type of mineral title, such as a mining
concession. In order to obtain an extension, a nominal fee must be paid and certain documents submitted
to the Ministry including, a tax clearance, a report on past activities for the previous five years as well as a
work program for the following five years (together with projected investment).
Provided that these requirements have been met and the licence holder has complied with its obligations
under the existing prospecting and exploration licence, the Minister must extend the prospecting and
exploration licence for the time period requested. The law does not give the Minister of Mineral Resources
discretion to refuse to grant the extension for other reasons. In practice, the key concern of the Minister of
Mineral Resources is that the licence holder has been actively operating and investing under the current
prospecting and exploration licence and provided that this is the case, it is likely that the licence will be
extended. Any minimum spend requirements are determined on a case by case basis depending on the
type of mineral involved and the size of the licensed area.
A transfer of a prospecting and exploration licence from one company to another would require the prior
approval of the Minister of Mineral Resources but a transfer of the shares in the licence holder does not.

3.3 Mining Concessions
Where a prospecting and exploration licence is currently in place, only the holder of the prospecting and
exploration licence may apply for a mining concession in respect of the area comprised in the licence.
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Mining concessions are granted for up to 25 years and permit the holder to extract the mineral from the
licensed area and carry out all activities ancillary to extraction, such as erecting structures and selling the
mineral. A mining concession is exclusive to the holder. Mining concessions may be extended for a further
25 years. Before initiating extraction activities the holder of the mining concession must obtain an
environmental licence and a DUAT (a form of lease, for further details see paragraph 3.6 below). Both must
be obtained within three years of the date of issue of the mining concession and prior to the
commencement of extraction activities. Development must commence within two years and production
within three years of the grant of the environmental licence or the DUAT, whichever is the later.
Holders of mining concessions are required to pay a surface tax of a fixed amount per km2 at a rate of MZM
2,500 per km2 for years one to five and 5,000 MZM per km2 each year thereafter. Further, royalties are
payable at three per cent. of the value of the coal extracted. The value is calculated based on the price at
which the previous consignment of coal was sold, or if no coal has yet been sold, the market value of the
coal as determined by any hedging arrangements or forwards contracts concluded by the seller.
In order to obtain a mining concession, a nominal fee must be paid and certain information must be
provided to the Ministry including a tax clearance certificate, an economic feasibility study (including a
mining production plan) and details of the applicant’s technical expertise and financial resources to proceed
with extraction (including the experience of personnel in managing the proposed operations). The mining
production plan must include details of the ore deposit, mine site design, the operations schedule,
expected dates for commencement of development and commercial production as well as environmental,
health and safety plans. Provided that these requirements have been met and the licence holder has
complied with its obligations under the prospecting and exploration licence, the Minister must grant the
mining concession for the time period requested. Again, the Minister does not have the discretion to refuse
to grant the mining concession for other reasons.

3.4 Mining environmental requirements
Mining title holders are subject to several environment-related obligations. For the purposes of determining
the specific environmental requirements applicable, mining operations are classified into three different
levels according to the scope, scale and sophistication of the equipment to be used in the operations.
If the activities carried out are deemed to fall under Level I activities, the Company is merely subject to the
Basic Rules of Environmental Management aimed at mitigating environmental damages and socioeconomical impacts arising from mining activities, by ensuring same are carried out through simple
methods intended to prevent air, soil and water pollution, flora and fauna damages and to protect human
health.
If the activities carried out are deemed to fall under either Level II or Level III activities, the regime set out
in the Environmental Regulations for Mining Operations shall apply. Mining operations falling under Level II
activities, including mining operations in quarries or extraction and mining of other mineral resources for
construction, exploration and mining activities involving mechanized equipment, as well as pilot-projects,
are subject to the submission of an EM Plan and an emergency and risk situation control program. The EM
Plan shall comprise a report on the initial conditions of the mining area, a monitoring program, a
rehabilitation program and/or a mine decommissioning and closure program. The EM Plan usually includes
provisions on backfilling, levelling and other measures as may be required to restore the land to its original
form. Where approved and signed by the relevant authority the EM Plan is deemed a statement of
environmental liability with which the company is required to comply.
Operations falling under Level III activities – typically mining concessions – are subject to stricter
environmental requirements. In particular, prior to commencing operations the holder of a mining
concession needs to obtain an Environmental Licence issued by MICOA. To obtain an Environmental
Licence an EIA is mandatory. The EIA report which sets out the findings from the EIA shall also comprise
an EM Program, as well as an emergency and risk situation control program. The EM Program is required
to cover a five year period and contain an environmental monitoring program and a mine decommissioning
and closure program. Therefore, as a rule, the EM Plan also includes provisions on backfilling, levelling
and/or other measures as may be required to restore the land to its original form.
The procedure for obtaining an Environmental Licence involves a public consultation process with the local
communities and the title holder must ensure that those local communities are given the opportunity to
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participate in the decision-making process. Before the Environmental Licence is issued, the EIA report
must be approved by MICOA following a technical review conducted by MICOA in coordination with the
MIREM. The Environmental Licence is valid for the period of the corresponding mining concession, but is
subject to review every five years and may be issued subject to recommendations and conditions. In
addition, the Environmental Regulations for Mining Operations encourage stakeholders to enter into a
memorandum of understanding for a five year period to provide for the parties’ agreement on the methods
and procedures for the management of environmental, biophysical, social and economic and cultural
matters during the project and on decommissioning. Furthermore, each year an environmental
management report containing the results of the environmental monitoring, both at a social, economic,
cultural and biophysics level, has to be submitted to MICOA.
The Environmental Regulations on Mining Activities also require the provision of a financial bond for Level
II and III activities, which may be provided annually in the form of an insurance policy, bank guarantee or
bank deposit. This bond is intended to meet the costs of the decommissioning of the operations.

3.5 Mining contracts
A holder of a prospecting and exploration licence or mining concession may enter into a mining contract
with the Mozambican Government. There is no objective criteria set out as to when a mining contract shall
be entered into but rather they are utilised by Ministers for large scale mining projects. A mining contract
can provide for modifications, variations or exemptions from the various mining legislative requirements,
taxes, custom duties, royalty payments and employment quotas. Although no guarantee can be made, the
Group will endeavour to enter into a mining contract as its operations develop and benefit from any or all
of such concessions.

3.6 Land rights
Under Mozambican law, all land belongs to the State. Therefore, investors in mining operations cannot be
the owner of the land where the project is implemented. However, the investor may be granted with the
right to exploit and use the land (using a DUAT akin to a long-term lease) for a maximum period of 50 years.
A DUAT provides its holder with legal certainty that it will be entitled to use the land for the purposes for
which the DUAT was granted such as mining. Holders of a DUAT become the owner of buildings, premises
or other immoveable assets built on the land to which the DUAT relates.
The holder of a mining concession has an automatic right to a DUAT, that is to have registered rights over
the land. Still, the land registration process must be completed by the holder of a mining concession, by
submitting the relevant application. A holder of a prospecting and exploration licence is not entitled to have
a DUAT (or registered rights) over the land.
Where a DUAT is granted over a populated area and the population has to be resettled a relocation plan
must be filed with the Ministry supervising the relocation who will co-ordinate it with the Ministry of
Agriculture. Compensation may be payable to a person who is evicted. The compensation will be either a
cash payment based on the value of the assets (e.g. houses or crops) held by displaced local communities
or the cost of relocation and reconstruction elsewhere (or a combination of both).
Holders of a DUAT must pay an annual fee which varies in accordance with the location and size of the
land, as well as the purposes for which the DUAT is granted. The annual fee typically ranges from between
30MZM to 40MZM per hectare.
The Mozambican Government can revoke a DUAT if the holder doesn’t use it for the purposes granted or
for reasons of public interest. If a DUAT is revoked in the public interest compensation is payable. The
Directors consider the risk that a DUAT will be revoked in the public interest is small to remote given that
the Mozambican Government has rarely used this power.
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PART III
RISK FACTORS
In addition to the other relevant information set out in this document, the following specific
factors should be considered carefully in evaluating whether to make an investment in the
Company. If you are in any doubt about the contents of this document or the action you should
take, you are strongly recommended to consult a professional adviser authorised under FSMA
who specialises in advising on the acquisition of shares and other securities.
The Directors believe the following risks to be the most significant for potential investors. The
risks listed, however, do not necessarily comprise all those associated with an investment in the
Company and are not intended to be presented in any assumed order of priority. In particular,
the Company’s performance may be affected by changes in legal, regulatory and tax
requirements in the UK, BVI and Mozambique and elsewhere as well as overall global financial
conditions.
Investors should also consider the risks identified by SRK in the Competent Person’s Report in
Part IV of this document.
This is a high risk investment and investors may lose a substantial portion or even all of the
money they invest in the Company. An investment in the Company is, therefore, suitable only for
financially sophisticated investors who are capable of evaluating the risks and merits of such
investment and who have sufficient resources to bear any loss that might result from such
investment.
Investors should also take their own tax advice as to the consequences of owning shares in the
Company as well as receiving returns from it. No representation or warranty, express or implied,
is given to investors as to the tax consequences of their acquiring, owning or disposing of any
shares in the Company and neither the Company, the Directors nor the Joint Brokers will be
responsible for any tax consequences for any such investors.

1.

SPECIFIC RISK FACTORS

RISKS RELATING TO THE GROUP’S OPERATIONS AND INDUSTRY
Early stage of operations
The Group’s operations are at an early stage of development and success will depend on the Directors’
ability to manage the current projects and to take advantage of further opportunities which may arise.
There can be no guarantee that the Company or any member of the Group can or will be able to, or that
it will be commercially advantageous for it, to develop all or any of the licences. Further, the Group currently
has no assets producing positive cash flow and its ultimate success will depend on its ability to generate
cash flow from active mining operations in the future and its ability to access equity markets for its
development requirements.
An investment in the Company is speculative and involves a high degree of risk. Future results, including
resource recoveries and work program plans and schedules, will be affected by changes in market conditions,
commodity price levels, political or regulatory developments, timely completion of exploration program
commitments or projects, the outcome of commercial negotiations and technical or operating factors.
Mineral reserve and resource estimates are uncertain and subject to change
The estimation of mineral reserves and mineral resources is a subjective process and the accuracy of
reserve and resource estimates is a function of the quantity and quality of available data and the
assumptions used and judgements made in interpreting engineering and geological information. There is
significant uncertainty in any reserve or resource estimate and the actual deposits encountered and the
economic viability of mining a deposit may differ materially from the Group’s estimates. The exploration of
mineral rights is speculative in nature and is frequently unsuccessful. The Group may therefore be unable
to successfully discover and/or exploit reserves.
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Estimated mineral reserves or mineral resources may also have to be recalculated based on changes in
coal or other commodity prices, further exploration or development activity and/or actual production
experience. As further information becomes available through additional fieldwork and analysis the
estimates may change, which could result in: (i) alterations to development and mining plans which may,
in turn, adversely affect the Group’s operations; and (ii) a material adverse effect on estimates of the volume
or grade of mineralisation, estimated recovery rates or other important factors that influence reserve or
resource estimates. Although the scoping study identified coking coal potential, there can be no assurance
that coking coal exists or can be economically extracted.
Any significant difference between the Group’s actual reserves and resources and its current estimates,
could have a material adverse effect on the Group’s business, results of operations, financial condition
and/or growth prospects.
Exploration and mining risks
Whilst the Directors will endeavour to apply what they consider from time to time to be the latest
technology to assess potential projects, the business of exploration for and identification of coal deposits,
is speculative and involves a high degree of risk. The coal deposits of any project owned or acquired by
the Group may not contain economically recoverable volumes of coal of sufficient quality or quantity. Even
if there are economically recoverable deposits, delays in the construction and commissioning of mining
projects or other technical difficulties may make the deposits difficult to exploit.
The exploration and development of any project may be disrupted, damaged or delayed by a variety of
risks and hazards which are beyond the control of the Group. These include (without limitation) geological,
geotechnical and seismic factors, environmental hazards, technical failures, adverse weather conditions,
acts of God and government regulations or delays.
Exploration is also subject to general industrial operating risks, such as environmental hazards, explosions,
fires, equipment failure and industrial accidents, which may result in potential delays or liabilities, loss of life,
injury, environmental damage, damage to or destruction of property and regulatory investigations. Although
the Group intends, itself or through operators, to maintain insurance in accordance with industry practice,
no assurance can be given that the Group or the operator of an exploration project will be able to obtain
insurance coverage at reasonable rates (or at all), or that any coverage it obtains will be adequate and
available to cover any such claims. The Group may elect not to become insured because of high premium
costs or may incur a liability to third parties (in excess of any insurance cover) arising from pollution or other
damage or injury. Losses arising from events that are not insured or are not adequately insured may cause
the Group to incur significant costs that could have a material adverse effect upon the Group’s business,
results of operations, financial condition and/or growth prospects.
Exploitation risks
There can be no assurance that any resources recovered can be brought into profitable production. Market
price fluctuations, increased production costs or reduced recovery rates, or other factors may render the
present estimated or inferred resources of the Group uneconomical or unprofitable to develop at a
particular site or sites.
Further the Group may not be able to exploit commercially viable discoveries which it owns or in which it
acquires an interest. Exploitation may require external approvals or consents from relevant authorities and
the granting of these approvals and consents is beyond the Group’s control. For instance, power purchase
agreements or standard offer contracts in certain jurisdictions are subject to approval by local, state,
provincial or national utilities commissions or other regulatory authorities. The granting of such approvals
and consents may be withheld for lengthy periods, not given at all, or granted subject to the satisfaction
of certain conditions which the Group may not be able to meet. As a result of such delays, the Group may
incur additional costs, losses or lose revenue or part or all of its equity in a licence. If at any stage the Group
is precluded from pursuing its exploration programme or the exploration programme is not continued, the
Group’s business, result of operations, financial condition and/or growth prospects may be materially
adversely affected. Additionally, should the regulatory regime in an applicable jurisdiction be modified in a
manner which adversely affects natural resources facilities or projects, including taxes and permit fees, the
returns to the Group may be adversely affected.
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Geological risk from presence of sills and dykes
The Ncondezi Coal Project licence areas contain dolerite sills and intrusive dykes which is an important
factor in the evaluation of coal quality in the licence area. SRK has identified that the presence of dykes
and sills represents a high geological risk and has applied a geological loss of 30 per cent. to the in-situ
JORC resource estimates to mitigate this uncertainty. Future work, including aeoromagnetic surveying will
be required to better understand the dyke and sill distribution. The Directors can make no assurance as to
the classifications that may be made and the additional classification work on the dykes and sills may
reduce the quality of the coal deposits identified which may have a material adverse effect on the Group’s
reserve or resource estimates and in turn on the Group’s business, results of operations, financial condition
and/or growth prospects.
Topographical risks
The Moatize region has been subject to numerous flood events in recent years. Long-term meteorogical
data can be sourced and used to assess the risk of floods. Floods may damage or delay the Group’s
operations which may have a material adverse effect on the Group’s business or financial operations.
Drilling, developing and operating risks
Drilling, developing and operating projects involve a number of risks, many of which are beyond the control
of the Group, which may delay or adversely impact the Group’s activities. These delays and adverse
impacts could result in the Group’s activities being abandoned and/or substantial losses could be incurred.
Drilling may not result in the discovery of economically viable resources due to insufficient resources being
discovered, the resources not being of sufficient quality to be developed economically or the costs of any
development being in excess of that required for an economic project.
If economically recoverable coal deposits are found, it may take a number of years from the initial phases
of exploration until production is possible, during which time the economic feasibility of production may
change. Substantial expenditure is required to establish reserves and, in the cases of new properties, to
construct mining and processing facilities. As a result of these uncertainties, no assurance can be given
that the exploration programmes will result in any new commercial mining operations being brought into
operation.
The scale of production from the development of a coal deposit will be dependent upon factors over which
the Group has no control such as market conditions at that time, access to, and the operation of,
transportation and processing infrastructure, the available capacity levels and tariffs payable by the Group
for such infrastructure and the granting of any licences or quotas the Group may require from the relevant
regulatory authority. In addition the Licences are in remote areas which may have an adverse effect on the
Group’s ability to transport its coal and impact negatively upon the Group’s ability to maintain its plant and
machinery. All of these factors may result in delays in production, additional costs to those projected or a
reduction in expected revenues for the Group. Therefore, there is a risk that the Group may not make a
commercial return on its investment.
Operational targets and delays
The Group’s operational targets will be subject to the completion of planned operational goals on time and
according to budget, and are dependent on the effective support of the Group’s personnel, systems,
procedures and controls. Any failure of these may result in delays in the achievement of operational targets
with a consequent material adverse impact on the business, operations and financial performance of the
Group. The Group will not generate any material income until mining has successfully commenced. In the
meantime the Group will continue to expend its cash reserves.
Prospecting and exploration licences and mining concessions
All of the licences currently held by the Group are prospecting and exploration licences. Prior to the
commencement of mining and processing activities, mining licences and all other permits and regulatory
consents will need to be obtained.
Although the Directors believe that such licences, permits and regulatory consents should be obtained for
the commencement of mining and production activities, there can be no assurance regarding these
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matters. The prospecting and exploration licences currently held by the Group and any mining or
prospecting and exploration licences acquired by the Group in the future will be subject to licence
requirements, which include, inter alia, certain financial commitments which, if not fulfilled, could result in
the suspension or ultimate forfeiture of the relevant licences.
Failure by the Group to obtain the necessary mining licences, government consents, revocation of an
existing licence, failure to renew a licence or failure to obtain a licence that is required to move from one
stage of the industry cycle to another (including, for example, the exploration phase to the exploitation
phase) could have a material adverse effect on the Group’s financial performance, may lead to a reduction
in the carrying value of assets and may materially jeopardize the viability of the Group’s projects. Where the
Group fails to comply with its respective obligations under any such licences or permits, then such licence
or permit may be lost, forfeited or not renewed by the grantor.
Volatility of coal prices
The market price of coal is volatile and is affected by numerous factors which are and will be beyond the
Group’s control. These include international supply and demand, the level of consumer product demand,
international economic trends, currency exchange rate fluctuations, the level of interest rates, the rate of
inflation, global or regional political events and international events as well as a range of other market
forces. For example, coal prices have recently been driven to a significant extent by demand in China, India
and Brazil. A decline in Asian demand or a material increase in the supply of coal could have a significant
adverse effect on coal prices. In addition, consolidation in the steel industry may lead to increased
purchasing power for steel producers which could reduce the price paid for coking coal. Coal prices have
experienced, and in the future may experience, significant fluctuations as a result of these and other
factors, many of which are beyond the Group’s control. Sustained downward movements in coal market
prices could render less economic, or uneconomic, some or all of the activities to be undertaken by the
Group, which may have a material adverse effect on the Group’s business, result of operations, financial
condition and/or growth prospects.
Competition
The exploration and mining business is competitive in all of its phases. The Group competes with
numerous other companies and individuals, including competitors with greater financial, technical and
other resources than the Group, in the search for and acquisition of exploration and development rights on
attractive coal properties. In particular, the Group may face competition from domestic operators, existing
multi-national mining companies with operations in Mozambique or the surrounding region, multi-national
companies who may in the future invest in Mozambique or the surrounding region, and new entrants to
the market, including investment companies or hedge funds seeking to establish interests in the area.
There is no assurance that the Group will continue to be able to compete successfully with its competitors
in acquiring prospecting and exploration rights, in which case the Group’s exploration activities,
development activities and financial condition may be adversely affected.
Requirement for further funding
In the opinion of the Directors, having made due and careful enquiry and taking into account the net
proceeds of the Placing, the working capital available to the Company will be sufficient for its present
requirements, that is for at least the next 12 months from the date of Admission. However, the Company
may need to raise further funds after the initial 12 month period or if it is going to exercise the Dos Santos
Call Option or if it is going to explore or develop 1314L and 1315L. There is no guarantee that the then
prevailing market conditions will allow for such a fundraising or that new investors will be prepared to
subscribe for Ordinary Shares at the same price as the Placing Price or higher. Failure to obtain additional
further funding, on acceptable terms or at all, could have a material adverse effect on the results of
operations, financial condition and prospects of the Group.
Lack of infrastructure
Mozambique does not have well developed infrastructure and the Group’s assets are located in areas
where some of the necessary transport infrastructure needs to be developed such as the transport routes
to the Nacala Port. The Group is a member of the Mozambican Coal Development Association, together
with Vale and Riversdale, to promote the interests of coal companies in Mozambique. However, there can
be no assurance that such lobbying will result in the required investment in infrastructure. The Group may
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also face considerable competition for access to infrastructure, in particular from existing operators in the
Tete region. There can be no assurance therefore that the Group will be able to use the infrastructure and
therefore can not guarantee it will be able to successfully export its products to domestic or international
markets. Therefore, the Group may need to invest in the construction of mining and auxillary infrastructure
to be able to transport and export coal. Construction of this infrastructure will require capital expenditure
by the Group and no assurance can be given that market conditions will continue to make such
investments financially viable.
Environmental factors
The Group may be involved in operations that may be subject to environmental and safety regulation
(including regular environmental impact assessments and permitting). This will include a wide variety of
matters, such as prevention of waste, pollution and protection of the environment, labour regulations and
worker safety. The regulations may change in a manner that may require stricter or additional standards
than those currently in effect, a heightened degree of responsibility for companies and their directors and
employees and more stringent enforcement of existing laws and regulations. There may also be unforeseen
environmental liabilities resulting from exploration and development activities, which may be costly to
remedy. In particular, the acceptable level of pollution and the potential clean up costs and obligations and
liability for toxic or hazardous substances for which the Group may become liable as a result of its activities
may be impossible to assess against the current legal framework and current enforcement practices of the
various jurisdictions. There is no assurance that future changes in environment regulation will not adversely
affect the activities of the Group.
Currency risk
The Company will report its results in United States dollars and will hold the majority of its cash in United
States dollars. However, expenditure will be in four different currencies, being South African rand, United
States dollars, pound Sterling and Mozambique metical. The Group’s substantial costs related to
exploration costs are expected to be predominantly in United States dollars.
Fluctuations in exchange rates between currencies in which the Group invests, reports or derives income,
particularly a weakening in the value of United States dollars as compared to the South African rand and
pound Sterling, may cause fluctuations in the Company’s financial results that are not necessarily related
to the Group’s underlying operations. This may result in additions to the Company’s reported costs or
reductions in the Company’s reported revenues.
Dependence on key employees
The Group’s future success is substantially dependent on the continued services and performance of its
senior management and other key personnel in the various areas of the Group’s business. The loss of the
services of certain key employees or the inability to recruit personnel of the appropriate calibre, could have
a material adverse effect on the business of the Group.
Labour risks
HIV/AIDS, malaria and other contagious diseases are prevalent in Mozambique and, as the Group will
operate in Mozambique, it will be exposed to the health risks associated with the country. The Group’s
results may be materially adversely affected by the loss of productivity and increased costs arising from any
effect of HIV/the AIDS virus, malaria and other contagious diseases on the Group’s workforce.
Uninsured risks
The Group, as a participant in exploration and mining programmes, may become subject to liability for
hazards that cannot be insured against or against which it may elect not to be so insured because of high
premium costs. The Group may incur a liability to third parties (in excess of any insurance cover) arising
from pollution or other damage or injury. Any such liability could materially adversely affect the performance
of the Group.
Limited operating history
The Company does not have an established operating track record. The Company has not earned profits
since incorporation and there is no assurance that it or the Group will earn profits in the future. The Group
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is not currently generating positive cash flow and its ultimate success will depend on its ability to generate
positive cash flow from its investments in the future.
Lack of dividends for the foreseeable future
For the foreseeable future, the Group intends to retain any future earnings for the business and therefore
the Company does not anticipate paying dividends in the short to medium term.
Substantial Shareholder will be able to exert significant influence over the Company
Strata is a substantial shareholder of the Company. As a result of its substantial shareholding, Strata,
subject to the Company’s Articles and applicable laws and regulations, will be able to exercise significant
influence over all matters requiring Shareholders’ approval, including the composition of the Board, the
timing and amount of dividend payments and the approval of general corporate transactions.
Strata has entered into a Relationship Agreement with the Company which regulates the relationship
between it and the Company. The terms of the Relationship Agreement are summarised in paragraph
13.15 of Part V of this document.
Dilution of Shareholders’ interests
The Company may need to raise additional funds in the future to finance its investments and acquisitions.
If additional funds are raised through the issuance of new equity or equity-linked securities of the Company
other than on a pro rata basis to existing Shareholders, the percentage ownership of the Shareholders may
be reduced, Shareholders may experience subsequent dilution and/or such securities may have preferred
rights, options and pre-emption rights senior to the Ordinary Shares. The Directors propose that the
Company should be able to issue new Ordinary Shares as consideration for further acquisitions and/or
raise additional working capital for the Company as required. Insofar as such new Ordinary Shares are not
offered first to existing Shareholders, then their interests in the Company will be diluted.
Public acceptance of coal
As a result of the unique political, technological and environmental factors that affect the coal industry, the
industry is subject to public opinion risks which could have an adverse impact on the demand for coal
power and increase the regulation of the coal power industry. Transnational governmental agreements
regarding for the Group’s products the environment or reduced acceptance of coal as a clean source of
energy may lead to reduced demand for the Company’s products and adversely affect the performance of
the Group.
Reputational risk
In order to develop and construct its mines, the Group will be required to relocate a number of local
residents and may be required to pay such residents compensation in respect of the relocation. The
relocation as well as the level of compensation may adversely affect the Group’s reputation and potentially
the performance of the Group.

LEGAL, TAX AND REGULATORY RISKS
Due diligence costs
The Company plans to seek further growth opportunities via joint ventures and/or acquisition of other coal
projects. The Group may incur costs in conducting due diligence into potential opportunities that may not
result in an acquisition being made.
Litigation risks
Legal proceedings may arise from time to time in the course of the Group’s activities. There have been a
number of cases where the rights and privileges of mining and exploration companies have been the
subject of litigation. The Directors cannot preclude that such litigation may be brought against the
Company or a member of the Group in the future from time to time.
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City Code
The City Code will not apply to the Company. As a result, a takeover offer for the Company will not be
regulated by the UK takeover authorities. However, pursuant to a written resolution of Shareholders, the
Company’s Articles now contain certain takeover protections, which are summarised in paragraph 6.20 of
Part V of this document, although these provisions will not provide the full protection afforded by the City
Code.
These provisions, like others contained in the Articles, will be enforceable by the Company (acting through
its directors) against Shareholders. However, the Company would need to take any action to enforce such
provisions in the courts of the BVI without any guarantee that any such action would be successful or any
certainty as to the amount of the costs that the Company might incur in connection with any said action.
Economic, political, judicial, administrative, taxation or other regulatory factors
The Group may be adversely affected by changes in economic, political, judicial, administrative, taxation
or other regulatory factors, in Mozambique (which is where the Group will operate and hold it major assets),
in the UK or elsewhere. These risks and uncertainties include, but are not limited to: hyperinflation; labour
unrest; risk of war or civil unrest; expropriation and nationalisation; renegotiations or nullification of existing
concessions, licences, permits and contracts; illegal mining; changes in taxation policies; restrictions on
foreign exchange and repatriation; terrorist activities; extreme fluctuations in currency exchange rates; and
changing political conditions, currency controls and governmental regulations that favour or require the
awarding of contracts to local contractors or require foreign contractors to employ citizens of, or purchase
supplied from, a particular jurisdiction. Please see below for further detailed risks relating to Mozambique.
Inherent uncertainties in interpreting tax legislation
The Group is subject to uncertainties relating to the determination of its tax liabilities.
The tax system and tax legislation in Mozambique have been in force for only a relatively short time and
may be subject to frequent changes and varying interpretations. The Directors believe that the Group is in
substantial compliance with tax legislation and any contractual terms entered into that relate to tax which
affect its operations and that, consequently, no additional tax liabilities will arise in excess of those
recognised in the financial statements. However, the risk remains that the relevant Government authorities
may take a differing position with regard to the interpretation of contractual provisions or tax legislation. The
resulting effect of this matter is that significant additional tax liabilities may arise. Due to the range of
uncertainties in assessing any potential additional tax liabilities, it is not practicable for the Directors to
estimate the financial effect in terms of the amount of additional tax liabilities, if any, together with any
associated penalties and charges for which the Group may be liable.
The Directors‘ interpretation of the tax system and tax legislation in Mozambique and the application to
business transactions of the Group may be challenged by the relevant tax authorities and, as a result, the
Group may be assessed on additional tax payments including fines, penalties and interest charges, which
could have a material adverse effect on the Group’s financial position and results of operations.
Surface tax in Mozambique
The Group is currently required to pay an annual surface tax on the land comprised in its existing
prospecting and exploration licences. All surface tax has been paid by the previous owners of the licences
although some surface tax was paid later than required. This was rectified and accepted by the Ministry,
although any future late payments of surface tax may lead to the revocation of the licences or a fine being
levied on the Group.

RISKS RELATING TO MOZAMBIQUE
Political risk
The Group’s operations are based in Mozambique. As a result, there are political and economic risks
relating to Mozambique which could adversely affect an investment in the Company. Although politically
and economically Mozambique has been relatively stable in the past fifteen years with a democratically
elected government and strong growth rates there can be no guarantee that this stability will remain. The
social, racial and political unrest in neighbouring Zimbabwe has the potential to disrupt Mozambique’s
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stability, as it has strong economic and historical bonds with those countries, as well as significant
communities living there.
The Group may be adversely affected by changes in judicial, administrative, taxation or other regulatory
factors in Mozambique, the UK or elsewhere.
Mozambique legal system and Mozambique legislation risks
The legal system in Mozambique may not be as fully developed as the Western world and therefore has
inherent uncertainties that could limit the legal protections available to the Group. The following risks
relating to the Mozambique legal system create uncertainties, many of which do not exist in countries with
more developed market economies:
●

inconsistencies among (a) laws; (b) decrees, orders and regulations issued by the Government and
ministries; and (c) regional and local laws, rules and regulations;

●

limited judicial and administrative guidance on interpreting Mozambique legislation;

●

substantial gaps in the regulatory structure due to delay or absence of implementing regulations;

●

some lack of expertise and experience of the legal operators and State agencies;

●

the relative inexperience of judges and courts in interpreting new principles of Mozambique
legislation, particularly those relating to business, corporate and securities laws;

●

some lack of judicial independence from political, social and commercial forces;

●

a high degree of discretion on the part of governmental authorities; and

●

bankruptcy procedures that are not well developed and are subject to abuse.

Although the judicial system can be described as independent, judges may have little experience in dealing
with complex commercial law issues, which leads to a degree of uncertainty as to the outcome of any
litigation. Further, it may be difficult to obtain swift and equitable enforcement, or to obtain enforcement of
a judgment by a court of another jurisdiction. Another risk is that the introduction of new Mozambique laws
and regulations and the interpretation of existing ones may be subject to policy changes reflecting
domestic political or social changes. As the Mozambique legal system develops, there can be no
assurance that changes in such legislation or interpretation thereof will not have a material adverse effect
on the Group’s business, financial condition, results of operations and future prospects.
In addition, while legislation has been enacted to protect private property against expropriation and
nationalisation, due to the lack of experience in enforcing these provisions and political factors, these
protections may not be enforced in the event of an attempted expropriation or nationalisation.
Expropriation or nationalisation of any of the Group’s assets, or portions thereof, potentially without
adequate compensation, would have a material adverse effect on the Group.
Compliance with employment requirements
In Mozambique there are restrictions on the employment of the expatriate workforce, with a quota system
being in place. Under this system, a company employing less than 10 employees is entitled to have 10 per
cent. of its workforce being foreigners; companies employing between 10 and 100 employees may have
eight per cent. of its workforce being foreigners; and companies employing more than 100 employees can
only have five per cent. of its workforce being foreigners. These quota requirements affect employees and
consultants. Hiring expatriates outside these limits is possible on special application to the Ministry of
Labour, but it is not at all certain that an application would be successful.
This may adversely impact the business of the Group as this may lead to higher employment costs or the
Group not being able to employ those persons with the most appropriate skills.
Compliance with environmental requirements
Mining licence holders in Mozambique are required by law to comply with environmental protection plans
agreed with the government in respect of each licence. The environmental protection plan obliges the
holders of licences in Mozambique to ensure that the level of environmental pollution does not exceed
accepted limits and for reclamation of licence areas by means of backfilling, levelling and cultivations to
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allow for future public use. The licence holder must deposit a bond in the form of a cash deposit, bank
guarantee or insurance policy to secure compliance with its environmental obligations. If the licence holder
fails to implement part of the EM Plan the mining authorities can use the funds to implement those
measures. The value of the bond is reviewed by the MIREM every two years and as a matter of policy the
MIREM is currently requiring a 50 per cent. bond although this is not prescribed under any publicly available
legal diploma. Although not currently considered to be a risk by the Directors, the Group’s ability to explore
and exploit its assets may be adversely affected by this requirement if the bond becomes too high which
may adversely affect the Group’s operations.

2.

GENERAL RISK FACTORS

RISKS RELATING TO THE ORDINARY SHARES
Absence of prior public trading
Prior to Admission, there has been no public market for the Ordinary Shares. The Placing Price has been
agreed between the Joint Brokers and the Company and may not be indicative of the market price for the
Ordinary Shares following Admission. Although the Company has applied to the London Stock Exchange
for admission of the Ordinary Shares to trading on AIM, the Company can give no assurance that an active
trading market for the Ordinary Shares will develop or, if developed, that it will be maintained following
Admission. If an active trading market is not developed or maintained, the liquidity and market price of the
Ordinary Shares could be adversely affected.
Investment in AIM securities
Investment in shares traded on AIM is perceived to involve a higher degree of risk and be less liquid than
investment in companies whose shares are listed on the Official List and traded on the London Stock
Exchange’s Main Market for listed securities. An investment in Ordinary Shares may be difficult to realise.
Prospective investors should be aware that the value of Ordinary Shares may go down as well as up and
that the market price of the Ordinary Shares may not reflect the underlying value of the Company. Investors
may therefore realise less than, or lose all of, their investment.
Potentially volatile share price and liquidity
The share price of quoted emerging companies can be highly volatile and shareholdings illiquid. The price
at which the Ordinary Shares are quoted and the price at which investors may realise for their Ordinary
Shares may be influenced by a significant number of factors, some specific to the Company, the Group
and their operations and some which affect quoted companies generally. These factors could include the
performance of the Group, large purchases or sales of Ordinary Shares, legislative changes and general,
economic, political or regulatory conditions.
Market perception
Market perception of mining and exploration companies may change which could impact on the value of
investors’ holdings and impact on the ability of the Group to raise further funds by issue of further shares
in the Company.
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EXECUTIVE SUMMARY
1.0ES INTRODUCTION
1.1ES Background
SRK Consulting (UK) Limited (“SRK”) is an associate company of the international group
holding company, SRK Global Limited (the “SRK Group”). SRK has been commissioned by
the board of Ncondezi Coal Company Limited (the “Company”) to prepare an independent
Competent Persons’ Report (“CPR”) on the exploration licences 804L and 805L (collectively
the “Exploration Licences” or the “Ncondezi Project”) held by Zambezi Energy Corporation
Limitada (“ZEC”) a wholly owned subsidiary of the Company. The Ncondezi Project is located
at approximately 15°52'0.00 S 33°54'36.00E in the coal bearing Zambezi Basin in the Tete
province of Mozambique.
Additional exploration licences 1314L and 1315L are also held by ZEC but are not the main
subject of this report and these in combination with 804L and 805L comprise the total
exploration assets the Ncondezi group.
This CPR presents SRK’s opinion on the Company’s Mineral Resource statement dated 1
March 2010 and the projected expenditures necessary to execute the Company’s Work
Program (comprising Operating Plan and Development Program). As at 1 March 2010, the
Company has a JORC coal mineral resources classification of 1.81 Bt. The Company has
outlined expenditures totalling US$47.2 million to be expended from July 2010 through to
June 2012 inclusive, in relation to the proposed Work Program.
The technical aspects of this report are based on the Scoping Study (the “Scoping Study”)
(SRK 2010) on the two licences 804L and 805L.
The CPR has been prepared by SRK and will be included in the Admission Document (the
“Admission Document”) to be published by the Company. The Admission Document is
published in connection with the Company’s application to the London Stock Exchange
(“LSE”) for the whole of the issued and to be issued ordinary share capital of the Company to
be admitted (the “Admission”) to the Alternative Investment Market (“AIM”), a market operated
by the London Stock Exchange plc.
This CPR has been prepared in accordance with the Rules; specifically the ‘‘Note for Mining
and Oil & Gas Companies, June 2009’’ and the content requirements of Appendix 2 of the
Guidance Note and the summaries set out in Appendices 1 and 3 of the Guidance Note.
Furthermore, SRK accepts responsibility for the CPR and confirms that, to the best of its
knowledge and belief having taken all reasonable care to ensure that such is the case, the
information contained in the CPR is in accordance with the facts and contains no omission
likely to affect its import for the purpose of paragraphs 1.1 and 1.2 of Annex I and paragraph
1.1 and 1.2 of Annex III of the Prospectus Rules.
In accordance with the Rules, the standard adopted for the reporting of the Mineral Resource
Statements for the Exploration Licences is that defined by the terms and definitions given in
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The 2004 Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore
Reserves (the “JORC Code”) as published by the Joint Ore Reserves Committee of the
Australasian Institute of Mining and Metallurgy, Australian Institute of Geoscientists and
Minerals Council of Australia.
The effective date (the “Effective Date”) of this CPR is deemed to be 1 March 2010, and is coincident with future cash-flow projections as they relate to the Work Program incorporated
herein. To the knowledge of SRK, as informed by the Company, there has been no material
change in respect of the Exploration Licences since 1 March 2010.
The Mineral Resource statements as reported herein have been generated by SRK using
geological data supplied by the Company.
1.2ES Scoping Study
The Scoping Study assessed the potential for mining and processing coal from the 804L and
805L licence areas, to produce a 24% ash, 6,000 kcal/kg gross as-received (“GAR”) export
thermal coal product. This study delineated potential mining locations to sustain an open-pit
mining operation, supplying an eventual 42 Mtpa ROM (Run of Mine) feed to a coal washing
plant to produce 10 Mtpa of export coal product for +30 years. Preliminary estimates of
operating costs and coal product price were used to determine the optimal pit size and
locations. The resulting mining schedules were used to determine plant and equipment
requirements, and a capital cost (including contingencies and implementation charges) of
US$376 million for mine construction was estimated
The Mineral Resource statement includes a 30% geological loss to allow for uncertainty in
underlying exploration data. The Scoping Study assumed a 0% loss and SRK have
undertaken sensitivity analyses in relation to this adjustment and the affect on mining
schedules, in order to verify the project economic viability and justification for the proposed
Work Program.
2.0ES THE EXPLORATION ASSETS
2.1ES Location
The principal exploration assets 804L and 805L, which cover the Ncondezi Project, are
located at approximately 15°52'0.00S 33°54'36.00E and approximately 40 km northeast of the
Mozambique provincial capital Tete. These occupy an area of approximately 38,700 ha
(equivalent to 35 km by 11 km). See Figure 2.1ES below.
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Figure 2.1ES: Principal Exploration Assets
Beira is the closest sea port to Tete and is approximately 600 km away. Tete is linked to Beira
by both a main road and the Sena railway line, which is currently in the final stages of a
refurbishment.
The Ncondezi Project area is accessed via National Road 103 through several unpaved roads
and bulldozed tracks, which are also used by the local community.
2.2ES Title
Licences 804L and 805L (collectively the “Exploration Licences” or the “Ncondezi Project”)
were granted on 17 December 2004 and are currently 100% held by ZEC, a wholly owned
subsidiary of the Company. Under the Licence Agreement (the “Licence Agreement”) the
licences have been extended to 17 December 2012.
Additional exploration licences 1314L and 1315L are also 100% held by ZEC.
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The licences allow the exploration of mineral resources within the licence areas. Further
details on the licences are set out in Table 2.2ES below:
Licence
Asset

Holder

Interest (%)

Status

Licence expiry
date

Licence
area

804L

Zambezi Energy
Corporation
Limitada

100%

Exploration

17 December 2012

13,800 ha

805L

Zambezi Energy
Corporation
Limitada

100%

Exploration

17 December 2012

24,900 ha

1314L

Zambezi Energy
Corporation
Limitada

100%

Exploration

8 February 2011(1)

17,380 ha

1315L

Zambezi Energy
Corporation
Limitada

100%

Exploration

8 February 2011

(1)

17,080 ha

(1) Extendable for five years

Table 2.2ES: Licence Details
The Ncondezi Project has been subdivided into seven blocks of which only the South, North
and West blocks have been extensively explored. The three drilled blocks were further
subdivided into zones:
•

North Area – comprising five zones

•

South Area – comprising five zones

•

West Area – comprising four zones

2.3ES Geology
Coal bearing strata in Mozambique are mainly concentrated in an east-west trending grabenontrolled basin, the Zambezi Basin, which is further divided into a number of sub-basins. The
ZEC licences are located in the most easterly of these locally known as the Minjova subbasin, adjacent to the Malawi border. Three main stratigraphic units are recognised, from top
to bottom (youngest to oldest) being – Post-Karoo formations (Cretaceous to Quaternary),
Karoo Supergroup (Carboniferous-Cretaceous) and Pre-Karoo formations (Precambrian
basement).
Most of coal-bearing strata are located within remnants of the Ecca Group of rocks, of the
Karoo Supergroup, in the Zambezi graben of the Tete Province of Mozambique.
The Karoo Supergroup (Karoo) overlies the basement rocks with a significant unconformity
and comprises a series of detrital sedimentary lithologies and coal bearing horizons, intruded
at a late stage by doleritic dykes and sills. Coal seams are present throughout the Karoo, but

June 2010

55

218061 NCondezi pp048-pp156

6/8/10

2:04 PM

Page 56

SRK Consulting (UK) Limited
Ncondezi Coal CPR – Executive Summary

the main productive series are found in the middle or intermediate unit of the Ecca group
towards the base of the Karoo. It seems likely that tectonic activity during the deposition of the
coal bearing strata has resulted in the complex sedimentological history and this has typically
resulted in seam structures with cumulative thicknesses of inter-banded coals and mudstone
partings, collectively designated as “coal zones”. These zones are recognisable over wide
areas within an individual coal basin.
BGS studies show that coal bearing Karoo Outcrop is underlain across the Ncondezi Project.
See Figure 2.3ES below:

Figure 2.3ES: BGS 2010 Regional Geological Interpretation

3.0ES SRK SUMMARY COMMENTS
3.1ES Mineral Resources
Since 2007, 122 boreholes or 16,737 m have been drilled on the Ncondezi Project over two
separate drilling campaigns. Drilling was predominately focused on the South, North and
West blocks, and samples were sent for wash tests with a limited number also undergoing
coking tests. Figure 3.1ES below details the Ncondezi Project area with designated blocks
and completed holes.
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Figure 3.1ES: Licence Block Plan of Ncondezi Coal Project – 804L & 805L

From this work the Company has succeeded in establishing the presence of a significant
Mineral Resource totalling some 1.81 Bt with 1.16 Bt of this being in the Inferred category,
0.62 Bt in the Indicated category and 0.02 Bt in the Measured category. Refer to Table 3.1ES
below.

June 2010
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24
620
644
1,164
1,809

Measured + Indicated
Inferred
Grand Total

Sub-total

Indicated

534

Inferred

Measured

0
534

Measured + Indicated

Indicated

Measured

503
677

Inferred
Sub-total

174
174

Indicated

Measured + Indicated

1.90

1.87

1.94

1.94

1.96

1.84

1.84

1.89

1.89

1.89

1.89

1.95

1.93

1.95

11.86

11.41

12.68

12.66

13.15

12.40

12.40

10.54

10.17

11.64

11.64

12.87

12.13

13.07

13.06

13.15

(MJ/kg)

Calorific Value

1.3

1.4

1.1

1.1

1.2

1.7

1.7

1.1

1.2

0.9

0.9

1.2

1.2

1.2

1.2

1.2

(%)

Moisture

56.7

58.8

52.9

52.9

52.7

55.2

55.2

62.2

63.3

58.8

58.8

51.7

55.6

50.7

50.6

52.7

(%)

Ash

15.8

18.1

11.8

11.7

13.2

21.5

21.5

16.4

16.4

16.4

16.4

10.1

10.2

10.0

9.9

13.2

(%)

Volatiles

26.2

21.7

34.2

34.3

32.9

21.6

21.6

20.3

19.0

23.9

23.9

37.0

33.0

38.0

38.3

32.9

(%)

0.9

1.0

0.8

0.8

0.9

1.1

1.1

0.9

0.9

1.0

1.0

0.8

1.0

0.7

0.7

0.9

(%)

Sulphur

Raw Coal Qualities
Fixed Carbon

Notes: In situ resources tonnages have been adjusted for a 30% geological loss factor. Coal analyses in table are quoted on Air Dried basis.

Total

West

127
597

Inferred
Sub-total
Measured

471

Measured + Indicated

1.95

1.96

(g/cm )

3

Raw Density
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North

24
447

Indicated

South

(Mt)

Tonnes
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Measured

Category

Coal Area

Table 3.1ES JORC Classification and Tonnages (South, North and West Areas)
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Potential exists to significantly increase the overall tonnage and to upgrade the currently
defined Mineral Resources by means of the proposed development program.
The stated Mineral Resource has been tested for reasonable economic extraction potential by
running pit shell optimisations for each of the South, North and West Areas. The resource
tonnages correspond to the total pit shells for a long term thermal coal price of US$90/t and
other technical inputs detailed in the CPR.
Additionally, during 2009 three core holes were sent for a detailed set of coking test which
indicated that the rank of the coal within the Ncondezi licence areas under consideration is
encouraging for coking potential but that considerably more work was needed in this area.
3.2ES Work Program
The forecast Work Program (development program and operating plan) expenditures for July
2010 to June 2012 total US$47.2 million are summarised in Table 3.2ES below.
The Development Program includes the exploration program on the Ncondezi Project, as well
as completion of all required independent engineering, environmental and social impact
feasibility studies required for a Bankable Feasibility Study (“BFS”).
Table 3.2ES: Work Program Summary Breakdown July 2010 - June 2012
From
To

Jul-10
Dec-10
US$m

Jan-11
Dec-11
US$m

Jan-12
Jun-12
US$m

Total
US$m

% of total
%

9.1

20.8

4.4

34.3

73%

0.9

2.1

0.4

3.4

7%

2.9
12.9

22.9

4.8

2.9
40.6

6%
86%

2.2

3.0

1.4

6.6

14%

15.1

25.9

6.2

47.2

100%

Development Program
Ncondezi Project
Contingency 10%
Field office and
office capex
Sub-total
Corporate/Admin
(Operating)
Total

Tete

A breakdown of the Development Program for the Ncondezi Project, showing the component
exploration and technical studies is shown in Table 3.3ES below.
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Table 3.3ES: Ncondezi Project Development Activities 2010-2012
Key work
stream

Cost (US$m)

% of Total
Cost

Drilling

9.4

27%

BFS

5.7

17%

Assay

4.6

13%

Geology

3.2

9%

Owners team

3.0

9%

Exploration
supervision
Geophysics
Field office

2.0

6%

1.2
1.0

3%
3%

VAT/WHT

4.2

13%

34.3

100%

TOTAL

Comments
Includes 270 core holes and 50 percussion holes or 64,000 m
across all blocks.
Sighting of boreholes to be finalised with input from McElroy
Bryan Geological Services Pty Ltd and SRK.
Includes all geological, engineering, environmental and social
studies required for completion of BFS.
Includes wash, coking coal, large diameter and processing test
work.
Includes costs of geologists and field technicians with associated
labour. Also includes services to be provided by consultant.
Consultants:
engineering,
geological,
processing
and
environmental.
Exploration manager, senior geologists and procurement
manager.
Downhole logging and aeromag surveys.
Field office operations and communications.
Mozambican VAT or withholding tax will be applicable to all work
done depending on whether or not services are provided in
Mozambique.

An Interim Report will be produced on completion of the first drilling campaign and following
an updating of the Mineral Resource statement and whatever technical studies have been
completed to that point.
4.0ES RISKS AND OPPORTUNITIES
4.1ES Geology
The principal risks associated with the geological interpretation as relied upon herein are:
•

overall understanding of the geology of the Tete area is not well developed at this
stage; and

•

the risks associated with geological/structural interpretations based on the current drill
spacing and sampling in certain areas. Further drilling is needed to reduce this risk

The principal opportunities associated with the geological interpretation as relied upon herein
are:
•

the opportunity to increase and refine the Mineral Resource by means of further
exploration, involving more intensive drilling and sampling; and

•

the potential to identify coking coal.

4.2ES Mineral Resources
The principal risks associated with the Mineral Resource statements as reported herein is:
•

the risk to ensuring “reasonable economic extraction potential” given:
o
o
o
o

the highly variable nature of the coal zones;
the necessary application of more intensive processing in response to low coal
yields (approx 26%) and low quality coal (primarily high ash content 50-60%);
the uncertain (untested at this stage) world market for the likely 24% ash,
6,000 kcal/kg GAR export thermal coal product; and
infrastructure constraints with regard to access, power and location.
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The principal opportunities associated with the Mineral Resource statements as reported
herein are:
•

the opportunity to identify improved quality coal zones within the individual basins;

•

the opportunity to extend the currently defined Mineral Resources by further exploration
drilling (see 4.1ES above);

•

reduction in market risk by undertaking further studies to determine the current market
requirements and likely future demands for East African coals;

•

the opportunity to identify coking coal; and

•

likely reduction in the geological loss adjustment with increased exploration information.

4.3ES Work Program
The principal risks associated with the Work Program and associated activities are:
•

that neither the extensional or infill drilling identifies significant higher quality coal zones
within the project area; and

•

that the engineering, environmental and social impact feasibility studies required for a
Bankable Feasibility Study, identify a potential fatal flaw in respect of the technical
feasibility or economic viability of project.

The principal opportunities associated with the Work Program are:
•

the opportunity to extend the resource base with further drilling and sampling in the
Ncondezi Project area;

•

the extensional and infill drilling identifies significant higher quality coal zones within the
project area; and

•

the opportunity to obtain large diameter core samples for improved quality testing.

5.0ES CONCLUDING REMARKS
5.1ES Project Potential
SRK considers that good potential exists to increase the resources of thermal coal within
Licences 804L and 805L.
There is also considered to be potential for coking coal but this needs considerable further work.
Potential also exists in the undrilled River, Central, North East and East blocks, as the BGS
studies have shown that these areas are also underlain with coal bearing Karoo Supergroup.
5.2ES Mineral Resources
As at 1 March 2010, the Company has JORC Code compliant Mineral Resources containing
totalling some 1.81 Bt with 1.16 Bt in the Inferred category, 0.62 Bt in the Indicated category
and 0.02 Bt in the Measured category.
Potential exists to significantly increase the overall tonnage and to upgrade the currently
defined Mineral Resources.
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5.3ES Work Program
The Company has developed detailed exploration and feasibility programs principally focused
on achieving a BFS on the Ncondezi Project by July 2012. SRK supports the Company’s
objective to work towards a BFS on the Ncondezi Project as this is the next major value
benchmark for the Company. An Interim Report will be produced on completion of the first
drilling campaign and following an updating of the Mineral Resource statement and whatever
technical studies have been completed to that point.

Planned exploration drilling on the Ncondezi Project is aimed at improving the following
specific targets:
•

Updated resource model including data on all coal blocks in the Ncondezi Project.

•

More comprehensive coal sampling for test work on both coking coal potential and
expected improvement in coal yields.

•

Better understanding of coking coal potential, quality and quantity in key blocks.

•

Facilitate and maximise transition of JORC coal resource classifications to measured
and indicated and conversion to mineable reserves.

In addition to completing the exploration program on the Ncondezi Project, the Development
Program is also expected to complete all required independent engineering, environmental
and social impact feasibility studies essential for the BFS. This is expected to comply with all
licence obligations over the timeframe.
The development work on the Ncondezi Project is planned for July 2010 to June 2012,
although all exploration work is expected to be completed by November 2011. Whilst the
ability to implement the necessary work in this time frame will be challenging it is nonetheless
considered by SRK to be achievable.
SRK considers the Work Program to be appropriately defined and warranted given the
Mineral Resources delineated to date.
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AN INDEPENDENT COMPETENT PERSONS REPORT ON
THE COAL ASSETS OF NCONDEZI COAL COMPANY
LIMITED
1

INTRODUCTION

1.1

Background
SRK Consulting (UK) Limited (“SRK”) is an associate company of the international group
holding company, SRK Global Limited (the “SRK Group”). SRK has been commissioned by
the board of Ncondezi Coal Company Limited (the “Company”) to prepare an independent
Competent Persons’ Report (“CPR”) on the exploration licences 804L and 805L held by
Zambezi Energy Corporation (“ZEC”), a wholly owned subsidiary of the Company. The
Ncondezi Project located at approximately 15°52'0.00 S 33°54'36.00E in the coal bearing
Zambezi Basin in the Tete province of Mozambique. The technical aspects of this report are
based on the Scoping Study (the “Scoping Study”) (SRK 2010) on the two licences 804L and
805L.
Licences 804L and 805L (collectively the “Exploration Licences” or the “Ncondezi Project”)
were granted on 17 December 2004 and are currently 100% held by ZEC, a wholly owned
subsidiary of the Company under the Licence Agreement (The “Licence Agreement”) the
licences have been extended to 17 December 2012.
Additional exploration licences 1314L and 1315L are also held by ZEC but are not the main
subject of this report.
Exploration work is most advanced on the Ncondezi Project. To date,122 boreholes or
16,737 m have been drilled on the property and the Company completed a Scoping Study on
the Ncondezi Project. This work has been carried out since 2007 over two drilling campaigns,
and as at 1 March 2010, the Company has a JORC coal mineral resources classification of
1.81 Bt.
The Company’s development strategy is currently focused on completion of a detailed
exploration program as part of a larger work program (the “Work Program”) for a Bankable
Feasibility Study (“BFS”) on the Ncondezi Project. This will be undertaken between July 2010
and June 2012. SRK has reviewed and where necessary, modified the Company’s Work
Program, including the exploration program and is of the opinion that it is appropriate and
achievable.
This CPR presents SRK’s opinion on the Company’s Mineral Resource statement dated 1
March 2010 and the projected expenditures necessary to execute the Company’s Work
Program. The Company has outlined expenditures totalling US$47.2 million to be expended
from July 2010 through to June 2012 inclusive.
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Save for the Exploration Licences (and additionally 1314L and 1315L), SRK has been
informed that the Company has no other material assets held through holdings in Direct
Subsidiaries, Indirect Subsidiaries, Joint Ventures (Direct and Indirect) and Associate
Companies (Direct and Indirect). Further, this CPR assumes that the corporate structure as
well as the equity participation is effective as at 1 March 2010.
For the purpose of the reliance statements in Section 1.4 of this CPR, reliance was sought
from the Company, as appropriate for the Exploration Licences, and reference to the
Company should be construed as such.
SRK notes that the Exploration Licences have not been valued by SRK and accordingly no
such valuation is presented in this CPR.

1.2

Requirement, Structure and Compliance

1.2.1 Requirement
The CPR has been prepared by SRK and will be included in the Admission Document (the
“Admission Document”) to be published by the Company. The Admission Document is
published in connection with the Company’s application to the London Stock Exchange
(“LSE”) for the whole of the issued and to be issued ordinary share capital of the Company to
be admitted (the “Admission”) to the Alternative Investment Market (“AIM”), a market operated
by the London Stock Exchange plc.
The CPR has been prepared in accordance with the following rules and recommendations
(hereinafter referred to as the “Rules”):
•

the ‘‘Note for Mining and Oil & Gas Companies, June 2009’’ (the ‘‘Guidance Note’’):
specifically and without limitation the CPR complies with the content requirements of
Appendix 2 of the Guidance Note and includes the relevant summaries set out in
Appendices 1 and 3 of the Guidance Note, and SRK accepts responsibility for the CPR
in accordance with Schedule 2(a) of the AIM Rules (defined below) and paragraphs 1.1
and 1.2 of Annex 1 and paragraphs 1.1 and 1.2 of Annex III of the Prospectus Rules
defined below and consent to its inclusion in the Admission Document;

•

the rules for AIM companies, February 2010 (the ‘‘AIM Rules’’): specifically Rule 3
relating to Admission Documents;

•

the rules for trading AIM securities as set out in the “Rules of the London Stock
Exchange”; and

•

Annexures I-III of the “Prospectus Rules” published by the Financial Services Authority
(“FSA”) from time to time and governed by the United Kingdom Listing Authority
(“UKLA”) as applied by the AIM Rules.

1.2.2 Structure
This CPR has been structured on a discipline basis with key technical sections covering: the
Exploration Licences, Geology, Mineral Resources, Mining & Geotechnical and the planned
Operating Plan, Development Program and Exploration Program. In addition results of the
June 2010
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recently completed Scoping Study by SRK are presented. All entries, including text, tables
and other data, are quoted assuming 100% ownership by the Company.

1.2.3 Compliance
This CPR has been prepared in accordance with the Rules; specifically the ‘‘Note for Mining
and Oil & Gas Companies, June 2009’’ and the content requirements of Appendix 2 and the
summaries set out in Appendices 1 and 3. Furthermore, SRK accepts responsibility for the
CPR and confirms that, to the best of its knowledge and belief having taken all reasonable
care to ensure that such is the case, the information contained in the CPR is in accordance
with the facts and contains no omission likely to affect the import of such information for the
purpose of paragraphs 1.1 and 1.2 of Annex I and paragraphs 1.1 and 1.2 of Annex III of the
AIM Rules.
In accordance with the Rules, the standard adopted for the reporting of the Mineral Resource
statements for the Exploration Licences is that defined by the terms and definitions given in
“The 2004 Australasian Code for Reporting of Exploration Results, Mineral Resources and
Ore Reserves (the “JORC Code”) as published by the Joint Ore Reserves Committee of the
Australasian Institute of Mining and Metallurgy, Australian Institute of Geoscientists and
Minerals Council of Australia”.
This CPR has been prepared under the direction of the Competent Persons (the “CPs”, see
Section 1.6) as defined by the JORC Code, who assume overall professional responsibility for
the Mineral Resource statements as presented herein. The CPR however is published by
SRK, the commissioned entity, and accordingly SRK assumes responsibility for the CPR. The
JORC Code is an internationally recognised reporting code and is acceptable to the London
Stock Exchange and the FSA.
Notwithstanding the above, SRK notes the following:
•

a detailed statement of all legal proceedings relevant to the Exploration Licences or an
appropriate negative statement has been included in the Admission Document;

•

brief summaries of the Company’s existing and proposed directors are included in the
Admission Document and details relating to qualifications of key technical and
managerial staff have been excluded from this CPR for practical purposes of volume;

•

presentation of information contained elsewhere in the Admission Document which
relates to information in the CPR is accurate, balanced and complete and not
inconsistent with the CPR;

•

where any information in the CPR has been sourced from a third party, such
information has been accurately reproduced and no facts have been omitted which
would render the reproduced information inaccurate or misleading;

•

based on information supplied by the Company coincident with the Base Information
Date (1 March 2010), there has been no material change to the subject matter of the
CPR between the Base Information Date, the publication date of the CPR and the date
of the Admission Document;
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•

drafts of the CPR were provided to the Company, but only for the purpose of confirming
both the accuracy of factual information and the reasonableness of assumptions relied
upon in this CPR; and

•

this CPR has not undergone regulatory review. SRK understands that the Nominated
Advisor has conducted an internal review of this CPR in accordance with the Rules.

This CPR is addressed to the Company, the Nominated Advisor (“Nomad”) and Joint Broker,
Liberum Capital Limited, and the other Joint Broker, Renaissance Capital Limited.

1.3

Effective Date and Base Technical Information Date
The effective date (the “Effective Date”) of this CPR is deemed to be 1 March 2010, and is coincident with future cashflow projections as they relate to the Work Program incorporated
herein. To the knowledge of SRK, and as informed by the Company, there has been no
material change in respect of the Exploration Licences since 1 March 2010. The Mineral
Resources and the Work Program are dependent upon the following:

1.4

•

technical information as generated by the Company in accordance with its annual
planning process defined as the Base Information Date (“BID”), which is 1 March 2010;
and

•

appropriate adjustments made by SRK to technical information provided by the
Company.

Verification, Validation and Reliance
This CPR is dependent upon technical, financial and legal input. In respect of the technical
information as provided to and taken in good faith by SRK, and other than where expressly
stated, this has not been independently verified by means of re-calculation. SRK has,
however, conducted a review and assessment of all material technical issues likely to
influence the Exploration Licences, which included the following:
•

inspection visits to the Exploration Licences - the first in June 2009 to determine the
locations and review any core/sampling information collected in the period 2007-2009
(The Competent Person, Dr William Hatton had previously visited the ACT Tete
laboratories in October 2008 (on a separate project) to confirm that the laboratory was
operating under internationally accepted standards, but at the time of the visit it was not
ISO9000 accredited. These visits culminated in various internal review and work plan
reports published in September 2009, January 2010 and February 2010;

•

discussion and enquiry following access to key project and head office personnel
between June 2009 and February 2010;

•

an examination of historical information and results made available by the Company in
respect of the Exploration Licences;

•

generation and reporting of a JORC Code compliant Mineral Resource statement; and
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•

a review, and where considered appropriate by SRK, modification of the Company’s
Work Program.

SRK has also assumed certain macro-economic parameters and commodity prices and relied
on these as inputs to determine the potential economic viability of the stated Mineral
Resources.
Where fundamental base data have been provided (geological information, assay information,
exploration programs) for the purposes of review, SRK has performed all necessary validation
and verification procedures deemed appropriate in order to place an appropriate level of
reliance on such information.
To the knowledge of SRK, and as informed by the Company, there has been no material
change in respect of the Exploration Licences since 1 March 2010.

1.4.1 Technical Reliance
SRK places reliance on the Company and its technical representatives that all technical
information provided to SRK, as at 1 March 2010, is accurate. The technical representative
for the Company’s Mineral Resources is Peet Meyer. He was the consulting exploration
geologist for the Company and was responsible for all technical matters in respect of Mineral
Resources at the Company and has over 20 years experience in the exploration and mining
industry.

1.4.2 Financial Reliance
In consideration of all financial aspects relating to the Exploration Licences, SRK has placed
reliance on the Company that the following information for the Exploration Licences is
appropriate as at 1 March 2010:
•

operating expenditures as included in the Company’s Work Program;

•

capital expenditures as included in the Company’s Work Program; and

•

all statutory and regulatory payments as may be necessary to execute the Work
Program.

The financial information referred to above has been prepared under the direction of Manish
Kotecha (Group Chief Financial Officer) and Nigel Walls (Group Chief Operations Officer) on
behalf of the Board of Directors of the Company. Manish Kotecha has 10 years experience in
financial management and Nigel Walls has 26 years experience in the exploration and mining
industry.

1.4.3 Legal Reliance
In consideration of all legal aspects relating to the Exploration Licences, SRK has placed
reliance on the representations by the Company that the following are correct as at 1 March
2010 and remain correct until the date of the Admission Document:
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•

that, save as disclosed in the Admission Document, the Directors of the Company are
not aware of any legal proceedings that may have an influence on the rights to explore
for minerals;

•

that the legal owners of all mineral and surface rights have been verified; and

•

that save as expressly mentioned in the Risk Factors of the main body of the Admission
Document, no significant legal issue exists which would affect the likely viability of the
Exploration Licences and/or on the estimation and classification of the Mineral
Resources as reported herein.

The legal representatives of the Company in Mozambique are Pimenta, Dionisio &
Associados.

1.5

Limitations, Reliance on Information, Declaration, Consent and
Copyright

1.5.1 Limitations
The Company has agreed that, to the extent permitted by law, it will indemnify SRK and its
employees and officers in respect of any liability suffered or incurred as a result of or in
connection with the preparation of this report. This indemnity will not apply in respect of any
gross negligence, wilful misconduct or breach of law or if SRK is in breach of its terms of
engagement or where SRK is found to be liable as a person responsible for the Admission
Document. The Company has also agreed to indemnify SRK and its employees and officers
for time incurred and any costs in relation to any inquiry or proceedings initiated by any person
except where SRK or its employees and officers are found liable for, or guilty of, gross
negligence, wilful misconduct or if SRK is in breach of its terms of engagement or where SRK
is found to be liable as a person responsible for the Admission Document or breach of law in
which case SRK shall bear such costs.
SRK is responsible for this CPR as part of the Admission Document and declares that SRK
has taken all reasonable care to ensure that the information contained in this report, is to the
best of SRK’s knowledge, in accordance with the facts and contains no omission likely to
affect the import of such information. This declaration is included in accordance with the
requirements of Schedule Two of the AIM Rules.
Save for the responsibility arising under Paragraph (a) Schedule Two of the AIM Rules and
the guidance to Schedule Two set out in Part Two – Guidance Notes to the AIM Rules, to the
fullest extent permitted by law, SRK does not assume any responsibility and will not accept
any liability to any other person for any loss suffered by any such other person as a result of,
arising out of, or in connection with this CPR or statements contained therein, required by and
given solely for the purpose of complying with the Rules and consenting to inclusion of the
CPR in the Admission Document.
The Company has confirmed in writing to SRK that to its knowledge the information provided
by it (when provided) was complete and not incorrect or misleading in any material respect.
SRK has no reason to believe that any material facts have been withheld and the Company
has confirmed in writing to SRK that it believes it has provided all material information.
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The achievability of the Work Program is neither warranted nor guaranteed by SRK. The
Work Program as presented and discussed herein has been proposed by the Company’s
management, and adjusted where appropriate by SRK, and cannot be assured; it is
necessarily based on economic assumptions, many of which are beyond the control of the
Company. Future cash flows derived from such forecasts are inherently uncertain as they are
dependent on the outcome of the success of previous reporting periods, accordingly actual
results may be significantly more or less favourable.

1.5.2 Reliance on Information
SRK believes that its opinion must be considered as a whole and that selecting portions of the
analysis or factors considered by it, without considering all factors and analyses together,
could create a misleading view of the process underlying the opinions presented in the CPR.
The preparation of a CPR is a complex process and does not lend itself to partial analysis or
summary.
SRK’s opinion in respect of the Mineral Resources declared and the Work Program is
effective at 1 March 2010 and is based on information provided by the Company throughout
the course of SRK’s investigations, which in turn reflect various technical-economic conditions
prevailing at the date of this report. Further, SRK has no obligation or undertaking to advise
any person of any change in circumstances which comes to its attention after the date of this
CPR or to review, revise or update the CPR or opinion.

1.5.3 Declaration
SRK will receive a fee for the preparation of this report in accordance with normal professional
consulting practice. This fee is not contingent on the outcome of the Admission and SRK will
receive no other benefit for the preparation of this report. SRK does not have any pecuniary
or other interests that could reasonably be regarded as capable of affecting its ability to
provide an unbiased opinion in relation to the Mineral Resources.
Neither SRK, the Competent Persons, nor any directors of SRK have at the date of this report,
nor have had within the previous two years, any shareholding in the Company, the Exploration
Licences or advisors of the Company. Consequently, SRK, the Competent Persons and the
directors of SRK consider themselves to be independent of the Company.
In this CPR, SRK provides assurances to the Board of Directors of the Company that the
Mineral Resources and Work Program for the Exploration Licences as provided to SRK by the
Company, and reviewed and, where appropriate, modified by SRK, are reasonable, given the
information currently available.
This CPR includes technical information, which requires subsequent calculations to derive
subtotals, totals and weighted averages. Such calculations may involve a degree of rounding
and consequently introduce an error. Where such errors occur, SRK does not consider them
to be material.
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1.5.4 Consent
SRK has given and has not withdrawn its written consent to the inclusion of the CPR set out in
“Part IV: Competent Persons’ Report” of the Admission Document and references to its report
and its name in the form and context in which they are respectively included in the Admission
Document. SRK has authorised the contents of its report and context in which they are
respectively included and has authorised the contents of its report for the purposes of
paragraph 23.1 of Annex I of the Prospectus Rules.
Subject to the foregoing, neither the whole nor any part of this report nor any reference thereto
may be included in any other document without the prior written consent of SRK as to the form
and context in which it appears.

1.5.5 Copyright
Copyright of all text and other matter in this document, including the manner of presentation,
is the exclusive property of SRK. It is an offence to publish this document or any part of the
document under a different cover, or to reproduce and/or use, without written consent, any
technical procedure and/or technique contained in this document. The intellectual property
reflected in the contents resides with SRK and shall not be used for any activity that does not
involve SRK, without the written consent of SRK.

1.5.6 Disclaimers and Cautionary Statements for US Investors
The United States Securities and Exchange Commission (the “SEC”) permits mining
companies, in their filings with the SEC, to disclose only those mineral deposits that a
company can economically and legally extract or produce from. Certain terms are used in this
report, such as “resources”, that the SEC guidelines strictly prohibit companies from including
in filings.
The Exploration Program includes forward-looking statements. These forward-looking
statements are necessarily estimates and involve a number of risks and uncertainties that
could cause actual results to differ materially.

1.6

Qualifications of Consultants
The SRK Group comprises 913 staff, offering expertise in a wide range of resource
engineering disciplines. The SRK Group’s independence is ensured by the fact that it holds
no equity in any project. This permits the SRK Group to provide its clients with conflict-free
and objective recommendations on crucial judgment issues. The SRK Group has a
demonstrated track record in undertaking independent assessments of resources and
reserves, project evaluations and audits, CPRs, Mineral Experts Reports and independent
feasibility evaluations to bankable standards on behalf of exploration and mining companies
and financial institutions worldwide. The SRK Group has also worked with a large number of
major international mining companies and their projects, providing mining industry consultancy
service inputs. SRK also has specific experience in commissions of this nature.
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This CPR has been prepared based on the SRK Consulting (UK) Ltd Ncondezi Scoping
Study, (SRK 2010) undertaken by a team of 7 consultants sourced from the SRK Group’s
offices in the United Kingdom. These consultants are specialists in the fields of geology,
resource and reserve estimation and classification, underground and open pit mining,
geotechnical engineering, metallurgical processing, hydrogeology and hydrology, tailings
management, infrastructure, environmental management and mineral economics.
The individuals who have provided input to this CPR, who are listed below, have extensive
experience in the mining and smelting industry and are members in good standing of
appropriate professional institutions.
The following professional staff completed the study:
Dr William Hatton
Mr Chris Bray
Mr Richard Oldcorn
Ms Sabine Anderson
Mr William Harding
Dr Jim Griffiths
Dr Paul Mitchell
Mr Peter Hand
Mr Colin Healy
Dr Iestyn Humphreys

CGeol, FGS, PhD Geology and Resources
MAusIMM, BEng Conceptual Mining Study\
CGeol, FGS, IAEG, ISRM, NZ Geotech Soc, MSc
Geotechnical
MEng
Cost and Economic Analysis
FGS, MSc
Surface and Ground Water
PhD
Surface and Ground Water
PhD
Environmental
Mineral Processing
PrCPM, FA Arb
Infrastructure
IME, AIME, PhD
Review

The Competent Person with overall responsibility for reporting of Mineral Resources (Geology,
Data Quality and Quantity), the manual estimates of Mineral Resources and the Exploration
Program is Dr William Hatton who is a Chartered Geologist, Geological Society of London and
has over 20 years experience in geology and mineral resources.

2

NCONDEZI COAL COMPANY LIMITED
The Company was incorporated in the British Virgin Islands on 30 March 2006 and plans to
become a public listed company on AIM. The registered offices of the Company are located
at Palm Grove House, PO Box 438, Road Town, Tortola, British Virgin Islands. The
Exploration Licences and licences 1314L and 1315L are 100% held by ZEC, a wholly owned
subsidiary of the Company.
Ncondezi Services (UK) Limited (“Ncondezi Services”) is a UK subsidiary of Ncondezi Coal
Company that provides technical and financial services to the Ncondezi Coal Company.
The Company was founded for the purposes of exploring and developing the exploration
licences currently held by ZEC. The current interests of the directors in the Company are set
out in paragraph 7 of Part V of the Admission Document.
The Admission is primarily intended to secure the necessary funds to cover the Work Program
costs, currently estimated at US$47.2 million.

June 2010

71

218061 NCondezi pp048-pp156

6/8/10

2:04 PM

Page 72

SRK Consulting (UK) Limited
Ncondezi Coal CPR

3

THE EXPLORATION ASSETS

3.1

Introduction
This section gives an overview of the Exploration Licences including location, access and
infrastructure, property description, geology, mineral resources and forecast expenditure.
Specifically, where reference is made to legal compliance (in respect of title) within the
regulatory environments in which the Company operates, SRK has placed reliance on the
Company.
Certain country information has been sourced from various public domain sources and is duly
acknowledged by SRK.

3.2

Exploration Assets
The exploration assets comprise four green-field coal exploration licences potentially suitable
for future open pit mining. The licences are located at approximately 15°52'0.00 S
33°54'36.00E. The two most developed exploration assets, the 804L and 805L licences
(which cover the Ncondezi Project), are located approximately 40 km northeast of the
provincial capital Tete and 10 km from the Sena railway. Licences 804L and 805L are the
principal subject of this report as very little work has been conducted on licenses 1314L and
1315L. The Ncondezi Project is located in the area known locally as the Minjova area and
covers an area of approximately 38,700 ha (equivalent to 35 km by 11 km) over the 804L and
805L licence areas. This has been divided up into seven blocks. The shallow nature of the
coal assets is considered favourable to opencut mining methods.
Two separate licences 1314L and 1315L are relatively unexplored and are covered in the
description of title and rights in Section 3.2.4. The licences allow the exploration of mineral
resources within the licence areas. Further details on the licences are set out in Table 3.1
below:
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Table 3-1: Licence Details
Licence
Asset

Holder

Interest (%)

Status

Licence expiry
date

Licence
area

804L

Zambezi Energy
Corporation
Limitada

100%

Exploration

17 December 2012

13,800 ha

805L

Zambezi Energy
Corporation
Limitada

100%

Exploration

17 December 2012

24,900 ha

1314L

Zambezi Energy
Corporation
Limitada

100%

Exploration

8 February 2011

(1)

17,380 ha

1315L

Zambezi Energy
Corporation
Limitada

100%

Exploration

8 February 2011

(1)

17,080 ha

(1) Extendable for five years

The licences held by ZEC are shown in Figure 3-1 in relation to other licence areas actively
being developed by companies such as Vale S.A. (“Vale”), Riversdale Mining Limited
(“Riversdale”), and Eurasian Natural Resources Corporation PLC (“ENRC”) (formerly Central
African Mining & Exploration Company PLC or “CAMEC”). It has been reported that there are
at least 40 companies in Mozambique that hold coal licenses, 95% of which are based in the
Tete province, located 1,700 km north of the capital Maputo, and, the remainder in the Niassa
province.

Figure 3-1: Location of Ncondezi Coal Project Licences
June 2010
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3.2.1 Location, Access and Infrastructure
The provincial capital of Tete lies on the west bank of the Zambezi River and has a population
of approximately 153,000 (2007 data). See Figure 3.2 below. The capital is rural but fairly well
organised, with housing and other accommodation available, as well as a limited number of
restaurants and hotels. Fuel and supplies are readily available and there are a number of
established mining service companies operating in Tete, including drilling companies.
Telephones and a cellular network are fully functional in Tete. The local airport in Tete
provides access to daily commercial flights to and from Maputo and Johannesburg, South
Africa. There is also a very good tarred road providing a link for the Cahorra Bassa
hydroelectric scheme and access to the transmission lines which run through Tete.

Figure 3-2: Provincial Capital Tete (looking west over the Zambezi River)
The coal mining town of Moatize is positioned on the east bank of the Zambezi River and lies
17 km east of Tete on National Road 103 (EN103) which leads east towards the Ncondezi
licences. Importantly, the Sena railway line terminates at the Moatize railway station and does
not cross the Zambezi River to the town of Tete.
The Ncondezi Project area is accessed through several unpaved roads and bulldozed tracks
(which are also used by the local community and which connect small local villages)
branching from road EN103.
Beira is the closest sea port to Tete and is approximately 600 km away. Tete is linked to
Beira by both a main road and the Sena railway line which is in the final stages of being
upgraded by the Government of Mozambique and Indian companies RITES and Ircon,
supported by the World Bank. When the upgrade is completed, the estimated coal carrying
capacity of the Sena line will be between 8 and 12 Mtpa along a single track narrow gauge
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line. The railway line between Moatize and the port of Beira passes approximately 10 km from
the eastern limit of the concession, which is a significant advantage in relation to other
concessions in the Zambezi Valley.
In addition to Beira there is the Nacala Corridor which encompasses a natural deepwater port
at Nacala and an existing railway line across Mozambique and into Malawi. Given the
potential coal volumes available for export from the concession holders in the Tete province,
the Nacala Corridor is likely to provide a better long term solution than the Beira port.
However, this will require construction of a new railway line to connect with the existing
railway line from Malawi to Nacala. There are already plans in place to connect the existing
railway line to Moatize and expand the existing rail and port infrastructure for the potential
export of at least 20 Mtpa. This process is currently being driven by the Mozambican
government, the concession holder (Corredor de Desenvolvimento do Norte or “CDN”) and Vale.

3.2.2 Terrain
The country is divided into two topographical regions by the Zambezi River. To the north of
the Zambezi River the narrow coastline moves inland to hills and low plateaus, and further
west to rugged highlands which include the Niassa highlands, Namuli or Shire highlands,
Angonia highlands, Tete highlands and the Makonde plateau covered with miombo
woodlands. To the south of the Zambezi River the lowlands are broader with the Mashonaland
plateau and Lebomo Mountains located in the far south. Mozambique is 44 % coastal
lowlands rising toward the west to a plateau 150 to 610 m above mean sea level (“amsl”), and,
on the western border to a higher plateau, 550 to 910 m amsl with mountains reaching a
height of nearly 2,440 m amsl. The highest mountains are Namuli (2,419 m amsl) in Zambézia
Province and Binga (2,436 m amsl) in Manica Province on the Zimbabwean border.

3.2.3 Climate
Mozambique has a tropical climate with two seasons, a wet season from October to March
and a dry season from April to September. Climatic conditions, however, vary depending on
altitude. Rainfall is heavy along the coast and decreases in the north and south. Annual
precipitation varies from 500 to 900 mm, depending on the region, with an average of
590 mm. Cyclones are also common during the wet season. Average temperature ranges in
Maputo are 13-24°C in July to 22-31°C in February.

3.2.4 Title and Rights
SRK has verified that the following coal Exploration and Prospecting Licences are 100% held
by Zambezi Energy Corporation:
•

804L issued on 17 December 2004 and extended until 17 December 2012

•

805L issued on 17 December 2004 and extended until 17 December 2012

•

1314L issued on 08 February 2006 and valid until 08 February 2011*

•

1315L issued on 08 February 2006 and valid until 08 February 2011*
*Extendable for up to a period of five years.
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These licences allow the exploration of mineral resources within the areas shown in Figure
3-1. Further details of the licences are set out in Table 3.2 below:
Table 3-2: Licence Details
Licence
Asset

Holder

Interest (%)

Status

Licence expiry
date

Licence
area

804L

Zambezi Energy
Corporation
Limitada

100%

Exploration

17 December 2012

13,800 ha

805L

Zambezi Energy
Corporation
Limitada

100%

Exploration

17 December 2012

24,900 ha

1314L

Zambezi Energy
Corporation
Limitada

100%

Exploration

8 February 2011

(1)

17,380 ha

1315L

Zambezi Energy
Corporation
Limitada

100%

Exploration

8 February 2011(1)

17,080 ha

(1) Extendable for five years

SRK has not conducted an in-depth review of mineral title and ownership nor has it
undertaken legal due diligence.
SRK understands that under Mozambique Mining Law, mining activity may be carried out with
five different types of licence:
•

Reconnaissance Licence;

•

Exploration and Prospecting Licence;

•

Mining Concession;

•

Mining Certificate; and

•

Mining Pass.

Such licenses allow a company different levels of activity on an area and are covered in more
detail under the Legislative Framework section of this report (see section 3.4.3).
The Exploration and Prospecting Licence is issued for a specific mineral in a specific area, is
valid for an initial period of five (5) years and may be extended for up to five (5) further years.
The licence holder has exclusive rights to conduct exploration for the minerals specified in the
licence application and a preferential right in respect of associated and other minerals
discovered within the licence area. Where a Prospecting and Exploration Licence is currently
in place, only the holder of the Prospecting and Exploration Licence may apply for a Mining
Concession in respect of the area comprised in the licence, that is, it is the licence holder’s
exclusive right.
In order to obtain a Mining Concession, certain nominal fees are payable (such as a
‘concession registration fee’ of around MZM2,000 (approximately US$70) and a ‘certificate
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fee’ of around MZM1,200 (approximately US$40)) and the following documents and
information must be submitted to Ministry of Mineral Resources (“MIREM”):
(i)

a tax clearance certificate confirming that all mining-related taxes due under the
Prospecting and Exploration Licence have been paid;

(ii)

an economic feasibility study (including a mining production plan);

(iii)

complete identification of the applicant, its registered address, share capital, country of
incorporation, identification, nationality and address of the corporate officers
empowered to bind the company and identification and address of the company’s
representative in Mozambique;

(iv)

particulars of the Prospecting and Exploration License, if any;

(v)

location of the Mining Concession area;

(vi)

a list of the mineral products to be covered by the Mining Concession;

(vii)

the Mining Concession period, which shall not exceed 25 years (renewable for a further
period of 25 years);

(viii)

an official Application Form (obtainable at the National Directorate of Mines), duly
signed and completed;

(ix)

documentation evidencing the technical expertise and financial resources of the
applicant;

(x)

documentation evidencing the management and operational experience of the
applicant;

(xi)

a copy of the applicant’s certificate of incorporation or equivalent document;

(xii)

a mining plan;

(xiii)

evidence that the registration and title fees have been paid; and

(xiv) any other information that the applicant may wish to include or that may be requested
by the mining authorities.
Provided that these requirements have been met and the licence holder has complied with its
obligations under the Prospecting and Exploration Licence, the Minister of Mineral Resources
must grant the Mining Concession for the time period requested.
Mining Concessions permit the holder to extract the relevant minerals from the concession
area and carry out all activities ancillary to extraction, such as erecting structures and selling
the minerals. A Mining Concession is exclusive to the holder.
Mining Concessions are initially valid for up to twenty-five (25) years and may be extended for
up to twenty-five (25) further years.
The licence conditions which accompany the licences held by Zambezi Energy Corporation
can be summarised as follows:
On an annual basis, holders of Prospecting and Exploration Licences are required to submit
to MIREM:
(i)

an annual report, detailing the activities carried out in respect of the licence for the
previous year;
June 2010

77

218061 NCondezi pp048-pp156

6/8/10

2:04 PM

Page 78

SRK Consulting (UK) Limited
Ncondezi Coal CPR

(ii)

an investment statement, detailing how much was spent in the previous year;

(iii)

a work program, detailing planned activities for the forthcoming year; and

(iv)

a budget, detailing the expected expenditure for the forthcoming year.

Documents (i) and (ii) should be submitted by 31 January of the year following the year to
which they relate and documents (iii) and (iv) should be submitted at least three (3) months
prior to the anniversary of the relevant licence.
Annual reports, investment statements and work program shall be prepared in line with the
structure and formal requirements set forth in Appendix VIII to the Mozambican Mining
Regulations.
Holders of Prospecting and Exploration Licences are also required to submit an environmental
management plan within ninety (90) days of the grant of the licence, which shall include an
emergency and contingency schedule, as per Article 11 of the Environmental Regulations for
Mining Activities, applicable ex vi Article 37 of the Mozambican Mining Law. The
environmental management plan shall include an estimate of costs for removing and
disassembling temporary constructions in the mining site. Such costs shall be secured by the
holder of the Prospecting and Exploration License through environmental insurance, bank
guarantee or cash deposit.
Work may only be carried out within the relevant licensed area, and the land affected by the
exploration works must be rehabilitated at the end of the licence period.

3.2.5 Geology
Coal bearing strata in Mozambique are mainly concentrated in an east-west trending grabencontrolled basin, the Zambezi Basin, which is further divided into a number of sub-basins.
The ZEC licences are located in the most easterly of these locally known as the Minjova subbasin, adjacent to the Malawi border. Three main stratigraphic units are recognised, from top
to bottom (youngest to oldest) being – Post-Karoo formations (Cretaceous to Quaternary),
Karoo Supergroup (Carboniferous-Cretaceous) and Pre-Karoo formations (Precambrian
basement).
Most of these resources are located within remnants of the Ecca Group of rocks, of the Karoo
Supergroup, in the Zambezi graben of the Tete Province of Mozambique. The coalfield
consists of various sub-basins and is considered the largest undeveloped coal province in the
world (Saad A, 2005). Amongst others it hosts the Moatize metallurgical and thermal coal
deposit, reported to contain 1.4 Bt of coal and located within the Moatize sub-basin.
The Karoo Supergroup (Karoo) overlies the basement rocks with a significant unconformity
and comprises a series of detrital sedimentary lithologies and coal bearing horizons, intruded
at a late stage by doleritic dykes and sills. Coal seams are present throughout the Karoo, but
the main productive series are found in the middle or intermediate unit of the Ecca group
towards the base of the Karoo. SRK considers that tectonic activity during the deposition of
the coal bearing strata has resulted in the complex sedimentological history and this has
typically resulted in seam structures with cumulative thicknesses of inter-banded coals and
mudstone partings, collectively designated as “coal zones”. These zones are recognisable
over wide areas within an individual coal basin.
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Licences 804L and 805L, with a total area of approximately 38,700 ha (equivalent to 35 km by
11 km) have been the subject of considerable exploration activity between the early 1980s
and the present. This has consisted of regional geological mapping, aerial photographic
interpretation, satellite image interpretation, airborne magnetics and exploration drilling
programs consisting of 122 cored and percussion boreholes including some downhole
geophysical logging.

3.2.6 Mineral Resources
SRK has reviewed the project data, models and methodology upon which previous resource
estimates have been based. The existing data have been updated with the results of recent
additional exploration programs, involving further drilling and geophysical logging. In addition,
SRK has interrogated its own version of the digital geological model to validate the previous
models and resource estimates and to reclassify resources as JORC compliant estimates.
SRK’s JORC resource estimates are shown below in Table 3.3 (The Mineral Resource
Statement). A more detailed resource table is given in Section 5 of this report:

June 2010

79

80

503

24
620
644
1,164
1,809

Measured + Indicated
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Grand Total

Sub-total

Indicated

534

Inferred

Measured

0
534

Measured + Indicated

Indicated

Measured

677

Inferred
Sub-total

174
174

Indicated

Measured + Indicated

1.90

1.87

1.94

1.94

1.96

1.84

1.84

1.89

1.89

1.89

1.89

1.95

1.93

1.95

11.86

11.41

12.68

12.66

13.15

12.40

12.40

10.54

10.17

11.64

11.64

12.87

12.13

13.07

13.06

13.15

(MJ/kg)

Calorific Value

1.3

1.4

1.1

1.1

1.2

1.7

1.7

1.1

1.2

0.9

0.9

1.2

1.2

1.2

1.2

1.2

(%)

Moisture

56.7

58.8

52.9

52.9

52.7

55.2

55.2

62.2

63.3

58.8

58.8

51.7

55.6

50.7

50.6

52.7

(%)

Ash

15.8

18.1

11.8

11.7

13.2

21.5

21.5

16.4

16.4

16.4

16.4

10.1

10.2

10.0

9.9

13.2

(%)

Volatiles

26.2

21.7

34.2

34.3

32.9

21.6

21.6

20.3

19.0

23.9

23.9

37.0

33.0

38.0

38.3

32.9

(%)

0.9

1.0

0.8

0.8

0.9

1.1

1.1

0.9

0.9

1.0

1.0

0.8

1.0

0.7

0.7

0.9

(%)

Sulphur

Raw Coal Qualities
Fixed Carbon

Notes: In situ resources tonnages have been adjusted for a 30% geological loss factor. Coal analyses in table are quoted on an Air Dried basis.

Total

West
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Sub-total
Measured

471

Measured + Indicated
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1.96
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3

Raw Density
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SRK notes that the resources quoted above are limited to the depth of exploration drilling of
approximately 200 m. A future phase of infill drilling must be completed to upgrade the
current Inferred and Indicated Mineral Resources.
The Mineral Resource Statement in Table 3.3 above (1.809 Bt) is based on there being
reasonable prospects for eventual economic extraction. The Mineral Resource statement has
been constrained within an optimised shell assuming a long term thermal coal price of
US$90/t and other technical inputs as reported in Section 5. For an indication of the sensitivity
of this to the long term price assumption refer to Figure 3-3 below.
The Scoping Study which was finalised after the Mineral Resource Statement is based on a
24% ash, 6,000 kcal/kg gross as-received (“GAR”) coal product, for export markets. This
product was based on similar thermal coal specification announced by Riversdale and Vale for
future export from their Benga and Moatize projects.
The test for reasonable economic extraction potential of the Mineral Resource has been
verified by running Whittle Optimisation shells at a range of commodity prices for coal
(US$30/tonne to US$210/tonne), which represent acceptable economics for eventual
extraction of a 24% ash, 6,000 kcal/kg GAR export coal product. The results shown in Figure
3.3 below, display the variation of in-situ coal resource tonnage with the commodity price for a
24% ash, 6,000 kcal/kg GAR export quality coal. The coal tonnages are determined by the
maximum cash flow for each coal price over the range tested, which take account of ‘best
estimates’ for applicable costs and factors.
Notes on interpretation of graph in Figure 3-3:
1. The vertical axis is for coal tonnage (in situ & product) and for stripping ratio (left axis);
and for unit cash cost (right axis).
2. The horizontal axis is for 24% ash, 6,000 kcal/kg GAR export coal selling price.
3. The graph demonstrates that as the coal selling price increases, the potential resource
tonnage increases. This is because the economic pit shell size increases with improved
economics.
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3.2.7 Work Program
The Company’s operating and development activities have been developed as part of the
Work Program.
The major activities that the company intends to pursue relating to further development of the
assets are listed below:
•

Further drilling followed by fast track BFS process on 804L & 805L (the Ncondezi
Project).

•

Setup of Ncondezi Project Field office and expansion of Tete office, including transport
and road infrastructure.

The major activities that are related to the administration and operation of the company are
listed below:
•

Head office and Ncondezi Services.

•

Establish Tete/Maputo operational offices.

The forecast Work Program expenditures for July 2010 to June 2012 are summarised Table
3.4 below.
Table 3-4: Work Program Summary Breakdown July 2010 - June 2012
From
To

Jul-10
Dec-10
US$m

Jan-11
Dec-11
US$m

Jan-12
Jun-12
US$m

Total
US$m

% of total
%

9.1

20.8

4.4

34.3

73%

0.9

2.1

0.4

3.4

7%

2.9

-

-

2.9

6%

12.9

22.9

4.8

40.6

86%

2.2

3.0

1.4

6.6

14%

15.1

25.9

6.2

47.2

100%

Development Program
Ncondezi Project
Contingency 10%
Field office and
office capex
Sub-total
Corporate/Admin
(Operating)
Total

Tete
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3.2.8 Development Program
The Company has developed detailed exploration and feasibility programs principally focused
on achieving a BFS on the Ncondezi Project by July 2012. SRK supports the Company’s
objective to work towards a BFS on the Ncondezi Project as this is the next major value
benchmark for the Company. An Interim Report will be produced on completion of the first
drilling campaign and following an updating of the Mineral Resource statement and whatever
technical studies have been completed to that point. The BFS study will build on, and refine
outputs obtained from the Scoping Study which has already been completed.

Planned exploration drilling on the Ncondezi Project is aimed at improving the following
specific targets:
•

Updated resource model including data on all coal blocks within the Ncondezi Project.

•

More comprehensive coal sampling for test work on both coking coal potential and
expected improvement in coal yields.

•

Better understanding of coking coal potential, quality and quantity in key blocks.

•

Upgrade of JORC coal resource classifications to measured and indicated and
conversion to mineable reserves.

In addition to completing the exploration program on the Ncondezi Project, the Development
Program is also expected to complete all required independent engineering, environmental
and social impact feasibility studies essential for the BFS. This is expected to comply with all
licence obligations over the timeframe.
The development work on the Ncondezi Project is planned for July 2010 to June 2012,
although all exploration work is targeted to be completed by November 2011. Whilst the
ability to implement the necessary work in this time frame will be challenging it is nonetheless
considered by SRK to be achievable.
The forecast expenditure on the Ncondezi Project to complete all drilling and related technical
activity required, which also includes BFS, environmental and social work requirements is
summarised in Table 3-5 below.
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Table 3-5: Financial Summary for Ncondezi Project Development Activities 2010-2012
Key
work
stream

Cost
(US$m)

% of Total
Cost
Includes 270 core holes and 50 percussion holes or
64,000 m across all blocks.

Drilling

9.4

27%
Sighting of boreholes to be finalised with input from
MBGS and SRK.

BFS

5.7

17%

Includes all geological, engineering, environmental and
social studies required for completion of BFS.

Assay

4.6

13%

Includes wash, coking
processing test work.

coal,

large

diameter

and

Geology

3.2

9%

Includes costs of geologists and field technicians with
associated labour. Also includes services to be provided
by consultant.

Owners
team

3.0

9%

Consultants: engineering, geological, processing and
environmental.

Exploration
supervision

2.0

6%

Exploration manager, senior geologists and procurement
manager.

Geophysics

1.2

3%

Downhole logging and aeromag surveys.

Field office

1.0

3%

Field office operations and communications.

VAT/WHT

4.2

13%

34.3

100%

TOTAL

Mozambican VAT or withholding tax will be applicable to
all work done depending on whether or not services are
provided in Mozambique.

These forecast Development Program costs for the Ncondezi Project do not take into account
contingencies.

3.2.9 Environmental and Social Aspects
The Company currently has an Enviromental Management Plan (“EMP”) devised in
conjunction with Impacto Lda, a Mozambican Environmental consultant, which was updated in
January 2009 and has been approved by Mozambican Ministry for Coordination of
Environmental Affairs ("MICOA"). The Company as part of further studies will commission
international consultants to oversee a preliminary environmental baseline data collection
exercise. The data will be used to establish an Environmental Impact Assessment (“EIA”)
undertaken in conjunction with the BFS and required for mining licence application. In order
to ensure that the local requirements are addressed, the Company has retained the services
of a locally recognised environmental agency.
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An overview of the significant environmental and social features of Mozambique follows:

•

The Republic of Mozambique, known commonly as Mozambique, is a former
Portuguese colony which gained independence in 1975. Emigration, civil war and
dependence on the neighbouring economy of South Africa negatively impacted the
economy until the mid 1990’s. In February 2005, the elected President Armando Emilio
Guebuza took office for his first five year term, transitioning Mozambique from a
socialist to a democratic state. In October 2009 he was re-elected. In January 2010
Prime Minister Aires Bonifacio Ali was appointed after receiving a strong majority of the
public vote.

•

Mozambique is divided into 10 provinces (provincias) and one capital city (Maputo) with
provincial status. The provinces are sub-divided into 129 districts (distritos). The
districts are further divided in 405 administrative posts (postos administrativos) and
further into localities (localidades), the lowest geographical level of the central state
administration.

•

Land Use and Settlements - Arable land represents 5.4% of the land area, with
permanent crops contributing a further 0.3%. The remaining area is under permanent
meadows and pastures, forests and woodlands, built-on areas, roads, barren land,
industrial land etc. In the river valleys and deltas, the soil is rich and fertile, but
southern and central Mozambique has poor and sandy soil and parts of the interior are
dry. In addition to Maputo, Mozambique has three major cities: Nampula, Beira and
Chimoio. Mozambique is largely an agricultural country, with more than 80% of the
labour force engaged in farming and settlement patterns reflect the agrarian focus. The
most densely populated areas are those with the best soils and climate, including the
Lúrio and Ligonha river valleys in the northeast, the coastal plain between them and the
lower reaches of the Limpopo valley. In most rural areas settlements reflect family
residence patterns and are dispersed.

•

Ecological Conditions - There are a number of eco-regions in Mozambique - Eastern
Miombo woodlands, Eastern Zimbabwe montane forest-grassland mosaic, Maputaland
coastal forest mosaic, Southern Miombo woodlands, Southern Rift montane forestgrassland mosaic, Southern Zanzibar-Inhambane coastal forest mosaic, Zambezian
coastal flooded savanna, Zambezian flooded grasslands, Zambezian halophytics,
Zambezian and Mopane woodlands, and, East African mangroves. Mozambique has
an ecologically rich and diverse wildlife. The country has an estimated 232 species of
mammals and 740 species of bird.

•

Water Resources - Surface water is Mozambique’s main water resource. The mean
annual run-off is estimated at 216,000 Mm3, of which only 100,000 Mm3 originates as
rainfall inside Mozambique. The remainder originates in countries upstream. 52% of
Mozambique territory is located in international (shared) river basins, but Mozambique
represents only 20% of the total area of these basins. Almost 50% of the surface water
resources are concentrated in the Zambezi (international) river basin.

•

The most important rivers are the Zambezi (flowing south-east across the centre of
Mozambique into the Indian Ocean), the Limpopo in the south, the Save (Sabi) in the

June 2010

86

218061 NCondezi pp048-pp156

6/8/10

2:04 PM

Page 87

SRK Consulting (UK) Limited
Ncondezi Coal CPR

centre, and the Lugenda in the north. The most important lakes are found in the north the navigable Lake Malawi (Lake Niassa), Lake Cahora Bassa (formed by the
impoundment of the Cahora Bassa Dam) and Lake Shirwa. Cahora Bassa is the
largest hydroelectric scheme in southern Africa, and the power lines that connect the
Cahora Bassa to the South African power grid run close to Tete. In 1994, the installed
capacity in Mozambique was 2,400 MW, of which 91% was hydroelectric. The system
includes two converter stations, one at Songo in Mozambique and the other at Apollo in
South Africa. There are two parallel lines between these stations, covering 1,400 km,
of which 900 km is in Mozambican territory.
Groundwater availability is influenced by regional geology. In the south of the country
there is an extensive unconfined aquifer which is well replenished as a result of high
rainfall and which is easily exploited.
Good karstic aquifers covering around
25,000 km2 also exist south of the Save River, with the water table occurring at a depth
of around 50 m.

3.3

Regional Background
The coal in Mozambique’s Tete Province has been known about for a long time and the
artist/explorer Thomas Baines first painted a coal outcrop on the banks of the Zambezi in the
late 1850’s. The first geological works in the Tete Province referred to studies of coal
occurrence and were executed by Richard Thornton (1859), a geologist on the Zambezi
expedition under Dr David Livingstone and Guyot (1882). Before the civil war in Mozambique
coal was sporadically exploited by a series of small underground coal mines in the vicinity of
the town of Moatize. Currently only one mine is operating in the area.
In late 2004, a consortium of companies headed by Brazilian iron-ore miner Vale won the right
to develop the Moatize coal deposit.
The allocation of the tender award to Vale opened the way for smaller investors and ZEC
decided in late 2004 to explore the potential of the Ncondezi Project licence blocks in the
Zambezi graben.
Exploration and development within the region has accelerated rapidly recently and the region
has seen the following key developments:
•

Vale – is currently developing the Moatize project. Vale plans to invest over US$1.3
billion into development of phase 1 of the Moatize project and is set for first production
in the second half of 2011. Of the US$1.3 billion project budget, Vale spent US$302
million in 2009 and has budgeted US$595 million for 2010. Vale are planning to
produce 8.5 Mtpa of coking coal and 2.5 Mtpa of thermal coal, from a run of mine output
of 26 Mtpa. The expected project life is 35 years and will employ over 4,000 people
during the construction phase and around 1,200 people when the mine is in full
production. Recent company presentations indicate that phase two of the Moatize
project will commence in 2012 to 2014 with a potential doubling of coal production. This
is expected to require the development of the Nacala port and rail infrastructure to
export the coal.

June 2010

87

218061 NCondezi pp048-pp156

6/8/10

2:04 PM

Page 88

SRK Consulting (UK) Limited
Ncondezi Coal CPR

•

Riversdale – developing Benga and Zambeze projects in Tete province. Riversdale is
targeting up to 20 Mtpa of run-of-mine (“ROM”) production by 2016, yielding 6.2 Mtpa of
coking and 3.8 Mtpa of thermal coal from its Benga coal project. It is also seeking to
develop its 100% owned Zambeze coal project located adjacent to Benga, which SRK
understands has a similar production profile. Riversdale owns the majority stake in the
Benga project, but is jointly developing the project with Tata Steel, who has a direct
35% interest in the project with off-take rights for 40% of the coking coal production.
Stage 1 of the project has been announced as having a capital cost of US$270 million
with first production expected in the second half of 2011. This entails production of
around 1.7 Mtpa of hard coking coal and 0.3 Mtpa of export thermal coal, from a ROM
output of 5.3 Mtpa. On 13 April 2010, a formal “Ground Breaking Ceremony” was held
to signify the official opening of the mine.
A stage two expansion is planned in 2014 to ramp-up to 10.6 Mtpa ROM producing
3.3 Mtpa of coking coal and 2 Mtpa of export thermal coal. Stage three is anticipated to
increase coal production to approximately 20 Mtpa ROM through installation of two
additional coal preparation plant modules. The decision on the timing of the Stage three
expansion has not been announced to date. Within this project Riversdale have also
announced their intention to build a power plant. The plant will have a two phase
development with an initial 500 MW and a second phase constructing 3x500 MW.

3.4

•

ENRC – having acquired CAMEC in late 2009. ENRC currently holds over 21 licence
interests in Mozambique with approximately 380,920 ha of tenements. A scoping study
has been completed with potential production at 15 Mtpa for an export thermal product.
The most advanced licence is 871L with a JORC resource of 1.0 Bt. However, the
project is located south of the Zambezi River which provides logistical challenges to
overcome.

•

Coal of India - in March, 2009 Coal of India won two coal blocks in the Zambezi Basin,
through participation in an open tender. These licences are believed to be on the
northern border of the Ncondezi Project.

•

ETA Star - currently active within the region with exploration licences.

•

Beacon Hill Resources - an AIM listed resource company, recently completed the
acquisition of Minas Moatize LDA (“Minas Moatize”) in partnership with Consolidated
Resources & Mining. Minas Moatize owns a small underground operating coal mine in
the Tete Province of Mozambique, which has a measured resource of 33 Mt.

•

JSPL Mozambique – a subsidiary of Jindal Steel & Power Limited (“JSPL”) is currently
developing the Songo project. JSPL Mozambique has recently submitted a mining
licence application and is currently producing an EIA.

Mozambique Country and Legislation
This section provides a brief overview of the location and demograpy of Mozambique, as well
as the legislative framework.
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3.4.1 Location
Mozambique is located on the southeast coast of Africa. It is bounded by Swaziland to the
south, South Africa to the southwest, Zimbabwe to the west, Zambia and Malawi to the
northwest, Tanzania to the north and the Indian Ocean to the east. Mozambique covers a total
area of 801,590 km² (comprising 784,090 km² land and 17,500 km² water). See Figure 3.4
below.

3.4.2 Demography
The Moatize district extends over 8,455 km2 and has a total population of 178,096 (2007
data) which represents a population density of about 21.1 inhabitants per km². The district
possesses three Administrative Posts, namely Moatize, Kambulatsitsi and Zóbué, and nine
village centres. In 2005, the population of Moatize Administrative Post was 70,795 inhabitants
and that of Kambulatsitsi was 18,196.
Benga is one of the village centres of the Moatize District, in which are situated the
settlements of Kókoe, Catábué 1 and Catábué 2, which are part of the project area. Another
settlement located in the project area is Weeners, situated within the Kambulatsitsi village
centre.
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Figure 3-4: Map of Mozambique
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3.4.3 Legislative Framework
This section provides a description of the Mozambican legislative and regulatory framework
for environmental protection and assessment applicable to the Ncondezi Coal Project.
Occupational health and safety requirements have not been determined for the project at this
stage.
The exploitation of mineral resources requires granting of the right of usage and benefit
through the issue of mining titles which grant a permit to engage in a particular type of mining.
The rights of reconnaissance, prospecting, research, and exploitation of mineral resources are
thus granted through one of the following mining titles and permits, all of which have direct or
indirect reference to environmental aspects:
•

Reconnaissance Licence - granted for a maximum non-extendable term of two years,
for an area up to 100,000 ha. In addition to non-exclusive access to an area, the
licence gives the holder the right to construct the necessary installations for undertaking
reconnaissance, obtaining and removing samples, using water, wood and other
materials necessary for reconnaissance.

•

Prospecting and Exploration Licence - granted for a period of 5 years (extendable for up
to five (5) further years), for an area up to 25,000 ha (extendable on application to
MIREM). The holder of the mining concession may not initiate his activities before
obtaining an environmental licence and a land usage and benefit permit. Such licence
and permit must be obtained within three years of the date of issue of the mining
concession. Under the prospecting and research licence the investor acquires the
exclusive right to research the mineral resources covered by the licence and to
construct the temporary installations necessary for prospecting and research.

•

Mining Concession - granted for a period that is based on the economic lifespan of the
mine or the mining operations, but not exceeding 25 years (extendable for up to twentyfive (25) further years) or the area necessary for mining operations. As for the
prospecting and research licence, the holder of the mining concession may not initiate
their activities before obtaining an environmental licence and a land usage and benefit
permit. Such licence and permit must be obtained within three years of the date of
issue of the mining concession.

•

Mining Certificate and Mining Pass - the mining certificate and mining pass grant the
holder the exclusive right to undertake small scale mining operations,

In more specific terms, the Environmental Law nº 20/97 and its Regulations establish the
guidelines and rules applicable to all sectors of activity. These are complemented by the
‘Environmental Regulations for Mining Activities’ approved by Decree nº 26/2004. Other
important laws from an environmental and social perspective and of relevance to mining
include the Mining Law nº 14/2002, the Land Law nº 19/97 and the Wildlife and Forest Law
nº 10/91.
In addition, the international approach to the management of social and environmental risks
for new projects is laid out in the Equator Principles, which were originally published in June
2003 and updated in July 2006. These principles were developed by a number of leading
financial institutions, including the International Finance Corporation (IFC), to provide an
approach to assess, determine, and manage environmental and social risk in project
financing.
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In April 2006, the IFC published 8 Performance Standards addressing the key issues of the
IFC’s policy on social and environmental sustainability.
Minimum standards for certain activities are laid out in the IFC/WBG’s Environmental Health
and Safety Guidelines.
Under Mozambican law, all land belongs to the State. Therefore, investors in mining
operations cannot be the owner of the land where the project is implemented. However, the
investor may be granted with the right to exploit and use the land (using a DUAT akin to a
long-term lease) for a maximum period of 50 years. A DUAT provides its holder with legal
certainty that it will be entitled to use the land for the purposes for which the DUAT was
granted such as mining. Holders of a DUAT become the owner of buildings, premises or
other immoveable assets built on the land to which the DUAT relates.
The holder of a mining concession has an automatic right to a DUAT, that is to have
registered rights over the land. Still, the land registration process must be completed by the
holder of a mining concession, by submitting the relevant application. A holder of a
prospecting and exploration licence is not entitled to have a DUAT (or registered rights) over
the land.
Where a DUAT is granted over a populated area and the population has to be resettled a
relocation plan must be filed with the Ministry supervising the relocation who will co-ordinate it
with the Ministry of Agriculture. Compensation may be payable to a person who is evicted.
The compensation will be either a cash payment based on the value of the assets (e.g.
houses or crops) held by displaced local communities or the cost of relocation and
reconstruction elsewhere (or a combination of both).
Holders of a DUAT must pay an annual fee which varies in accordance with the location and
size of the land, as well as the purposes for which the DUAT is granted. The annual fee
typically ranges from between 30MZM to 40MZM (US$1.0 to US$1.3) per hectare.
The Mozambican Government can revoke a DUAT if the holder doesn’t use it for the purposes
granted or for reasons of public interest. If a DUAT is revoked in the public interest
compensation is payable. The Mozambican Government has rarely used this power.

4

GEOLOGY

4.1

Introduction
The following section describes the geology of the Exploration Licences as well as the nature
of the coal measures which currently comprise the Mineral Resource Statement.

4.2

Regional Geology
Coal bearing strata in Mozambique are mainly concentrated in an east-west trending grabencontrolled basin, the Zambezi Basin, which is further divided into a number of sub-basins.
The ZEC licences are located in the most easterly of these, locally known as the Minjova subbasin, which is adjacent to the Malawi border. Three main stratigraphic units are recognised,
from top to bottom (youngest to oldest) being – Post-Karoo formations (Cretaceous to
Quaternary), Karoo Supergroup (Carboniferous-Cretaceous) and Pre-Karoo formations
(Precambrian basement).
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The Karoo Supergroup (Karoo) overlies the basement rocks with a significant unconformity
and comprises a series of detrital sedimentary lithologies and coal beds, intruded at a late
stage by doleritic dykes and sills. Coal seams are present throughout the Karoo, but the main
Productive Series are found in the middle or intermediate unit of the Ecca group towards the
base of the Karoo.
During early work on the resource delineation, Meyer (2008) suggested that deposition of the
Karoo succession was followed by erosion and then by the deposition of Cretaceous
sediments. The present distribution of the Karoo strata in a series of isolated tectonic blocks
was attributed to Tertiary rifting and faulting associated with the development of the Zambezi
branch of the east African rift system. Occurrences of the Karoo Supergroup are highlighted
in Figure 4-1.
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Figure 4-1: Geological Map of the Zambezi Basin
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4.3

Deposit Geology
The detailed geology of the Ncondezi Coal Project consists of basement granites and
greenstones of Archaean age, which are unconformably overlain by Phanerozoic sedimentary
strata of the Karoo Supergroup. The Supergroup was deposited within a marginal cratonic
shelf environment, which subsequently became tectonically active (Meyer, 2008).
Two inliers of the Karoo occur in the Ncondezi licence areas and a third one contiguous with a
much larger outcrop that extends to the north and north-west of the licences. The local Karoo
succession commences with a tillite unit, which is part of the Dwyka Group of PermoCarboniferous age. This is overlain by sandstones and shale of the Ecca Group, which host
the coal bearing horizons. Grits and sandstones of the Beaufort Group overlie the Ecca
Group (Meyer, 2008). Occurrences of the Karoo Supergroup are highlighted in Figure 4-2.
Meyer notes that the contact between the Karoo strata and the basement rocks is faulted in
places, and that the Karoo outcrop is traversed by faults trending NW-SE, NE-SW and E-W.
These faults will affect the distribution of the coal horizons, both at surface and at depth, and,
according to Meyer (2008), the result is that the Karoo strata occur within disconnected, faultbounded blocks. Despite this, it appears that the Karoo stratigraphy and coal horizons can be
broadly correlated throughout the area.
Earlier work by Meyer and supported by a subsequent BGS study (2010) noted the
occurrence of dykes. These were almost certainly emplaced during a well-documented
Mesozoic extensional tectonic event that occurred throughout the eastern part of southern
African craton at about 170-200 Ma, towards the end of Karoo deposition.
SRK considers that tectonic activity during the deposition of the coal bearing strata has
resulted in the complex sedimentological history and this has typically resulted in seam
structures with cumulative thicknesses of inter-banded coals and mudstone partings,
collectively designated as “coal zones”. These zones are recognisable over wide areas within
an individual coal basin.
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4.4

Coal Zones
The coal bearing sequence consists of inter-banded coals and mudstone partings, collectively
designated as “coal zones”. A detailed interpretation was performed by PC Meyer, who
interpreted five distinct coal zones in the South and North blocks and four in the West block of
the licence area. The zones are stratigraphically discrete inter-banded coal and mudstone
horizons, varying in thickness which can be interpreted to be continuous over certain areas.
Appendix A summarises the extent of the zones, their structure (dip and faulting) and basic
zone thickness. Note that Zone 1 is the deeper zone in each block. Zone numbers do not
correlate across from the North, South and West Blocks. It should be noted that the coal
zones delineated are very shallow, especially in the South Block and to a lesser extent in the
North Block.
A representative cross section showing the broad correlation of these zones, across the South
Block is shown in Figure 4.3 below.

Figure 4-3: Representative Cross Section in the South Block

June 2010

97

218061 NCondezi pp048-pp156

6/8/10

2:04 PM

Page 98

SRK Consulting (UK) Limited
Ncondezi Coal CPR

4.5

Faulting
Each of the coal zones represent separate sub-basins, possibly controlled by the existing
tectonic regime in the Karoo series. Meyer (2008) records that the coal-bearing succession
within the Ncondezi Project licence area lies within a fault bounded graben. The best attempt
at understanding the structural controls is contained in the Swede Coal Phase II report,
showing five major fault orientations, the most severe being in the east, but generally
ubiquitous across the prospect. Meyer states that fault categories 1 and 2 have the most
impact on the provisional coal resources. Meyer estimated the general dip of the coal bearing
units to be between 5° and 30°. Vasconcelos (2000) noted that the extensional faulting of
group 1 seems to have been followed by compressional movement, resulting in a series of
anticlines and synclines parallel to the border faults. The major fault groups are shown in
Table 4-1 below.
Table 4-1: Fault Groups
Fault group

4.6

Direction

Comments

Group 1

320°

Early phase faulting – Longest faults – bounding graben faults.

Group 2

305°

Common in west, occasionally form the Precambrian-Karoo
contact.

Groups 3-5

(10°,70° and 100°)

Lesser intensity of faulting

Sills and Dykes
Dolerite sills and intrusive dykes are present within the licence areas and this is an important
factor in the evaluation of coal quality in the licence area. Both sills and dykes can devolatise
the coal, but why some dykes and sills impact more than others remains poorly understood.
The original Swede coal reports completed in the 1980’s have tried to classify and date the
dykes in relation to the tectonic history of the area. SRK considers that the presence of dykes
and sills within the licence area represents a high geological risk and has applied a geological
loss of 30% to the in-situ JORC resource estimates to mitigate this uncertainty. Future work,
including aeromagnetic surveying, will lead to a better understanding of dyke and sill
distribution and hence will help to mitigate this risk further in the future exploration phase.
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5

MINERAL RESOURCES

5.1

Introduction
This section summarises the methods used by SRK to derive and classify the Mineral
Resource estimates for the Ncondezi Project (804L and 805L). It also presents supporting
information relied upon to support the estimates as presented. The geological database, upon
which the Mineral Resource statements are inter alia reliant, is generally limited to information
gathered by the Company prior to 31 January 2010. Furthermore, this section sets out SRK’s
view regarding the potential for increasing the Mineral Resources within the Exploration
Licences.
The Mineral Resources as presented herein have been derived by using the 3D modelling
work completed by Sound Mining Solutions (“SMS”) and supported by geological and grade
interpretation by Meyer and Van Buren (2009). The modelling exercise used Micromine to
model coal zone wireframes, including internal waste partings (mudstone and dolerite). This
model also produced block models across the South, North and West Blocks into which
product analysis data was interpolated for subsequent use in Whittle Mine Optimisation
studies. The optimisation study outputs were used to cross check and constrain the JORC
resource estimates.
Meyer undertook all the necessary geological database recording, analysis and data review,
and, input this into the SMS geological modelling system. From the resulting model, Meyer
and Van Buren (2009) produced provisional JORC estimates. SRK reviewed and reclassified
the provisional figures outlined in the SMS modelling report (2010). The following sections
detail the work undertaken by SRK to provide a revised JORC estimate.

5.2

Quality and Quantity of Data
Figure 5.2 below shows a summary of the data collection and drilling history as well as the
planned resource data requirements in the near future. A summary of previous exploration
work on the Ncondezi licence areas is listed below:
•

Swede Coal - The original exploration work was conducted by Swede Coal in the early
1980s. Swede Coal drilled 8 holes which confirmed the presence of the coal and gave
good initial indications that there was a substantial potential coal resource. These holes
were numbered from NC1 to NC8. In 2006, the Swede Coal work was reviewed by
VenmynRand with twinning of two of the initial holes to check their accuracy.
Geoscientific and Exploration Services (GeX) provided a geological interpretation of the
licence areas using Landsat ETM, aeromagnetic data, available previous geological
mapping and a limited ground-truthing exercise.

•

ZEC - In 2007, the Ncondezi Coal Project was divided into 7 blocks by ZEC based on
GeX geological interpretations: South, North, West, River, Central, North East and East
blocks. To date, the major exploration areas have focused on the South, North and
West Blocks. Initial drilling commenced on 6 November 2007 and the drilling program
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was completed at the end of 2008. During this time, 65 core holes were drilled totalling
5,552 m. Table 5-1 below summarises the 2007/2008 drill program.
Table 5-1: 2007/2008 Drill Program
Block

Core holes drilled

Depth drilled (metres)

South

25

1,703

North

18

1,248

West

21

2,449

Central

1

122

Total

65

5,522

The number of effective boreholes used for subsequent modelling and resources was 58.
During 2009, it was decided to update the drilling with a further series of holes, mainly
targeted on the South and North blocks based on an SRK review of the work completed (SRK
2009). The majority of these holes were completed by the beginning of November 2009, and a
series of geo-physical logs were run which included natural gamma, density (LSD) and
calliper logs. These holes and logs were interpreted by Meyer and used in the subsequent
SMS modelling work. No in-hole verticality surveys have been undertaken in the study to date
but these will be incorporated in the future work program. In total, the 2009 drilling campaign
saw three core holes drilled for a total of 237 m and 54 percussive holes for a total of
10,978 m. 31 of these holes were twinned with existing holes and 23 were new holes. All three
core holes and 44 of the percussive holes were used as effective data points and this included
8,555 m of geophysical drilling. Table 5.2 below summarises the 2009 drill program:
Table 5-2: 2009 Drill Program
Block

Core holes drilled

Depth drilled (metres)

Percussive

Depth drilled

holes drilled

(metres)

South

3

237

27

4,533

North

0

-

14

3,396

West

0

-

10

2,437

River

0

-

3

612

Total

3

237

54

10,978
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The average borehole spacing is variable across the South, North and West Blocks at
between 500 m – 1,000 m. SRK has calculated the overall drill recoveries from drilling results,
at 81% for the 2007-2008 drilling campaigns, with 4,444.78 m of cored holes. Figure 5.1 below
details the Ncondezi Project area with designated blocks and completed holes.

Figure 5-1: Licence Block Plan of Ncondezi Coal Project – 804L & 805L

The data received by SRK to enable assessment of the resource potential of the Ncondezi
Coal Project came in two batches.

June 2010

101

218061 NCondezi pp048-pp156

6/8/10

2:04 PM

Page 102

SRK Consulting (UK) Limited
Ncondezi Coal CPR

The first data set reported the provisional in-situ resources for the licences 804L and 805L and
these were reviewed from the reports by Meyer (2008) in the Technical Overview of the
Ncondezi Licences 804L and 805L report. This data was updated in early 2009 with the
Update of the Coal Resources of the Western Block of Licence 804L report.
The second modelling and provisional estimate was carried out in late 2009 and early 2010 by
Diana Van Buren of SMS, backed by geological interpretation from Meyer (Van Buren and

Meyer, 2009; Van Buren, 2010).
Figure 5-2: Drilling History and Planned JORC Road-map

5.2.1
5.2.2 Logging, Sampling and Database Standards Adopted
The logging and sampling standards adopted throughout the drilling campaigns from 20072009 were drawn up by Meyer and adapted from the BHP Billiton international standards for
coal logging and sampling. Drill logs were recorded on standard pro-forma in Excel and
graphic logs produced using Logplot software from Rockware (www.rockware.com).
Generally cores are placed into core boxes following drilling and are made available for
inspection by a geologist who will mark up the cores on the basis of lithology and other
features. Coals are sampled and bagged by logged lithological units, and, may include a
number of thin partings. Partings greater than 0.30 m in thickness were not sampled. Coals
greater than 0.30 m in thickness were sampled and these samples ranged in thickness up to
approximately 4 m. SRK considers that these methods are broadly in line with the
internationally accepted ASTM Standards for the Drilling and Sampling and Analyses of Coal,
1992 and are consistent with industry standard practices
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SRK visited the Ncondezi Project site in June 2009 to determine the location of boreholes and
to review any core/sampling information collected in the period from 2007-2009. SRK had
previously visited the ACT Tete laboratories in October 2008 and was able to confirm that the
laboratory was operating under internationally accepted standards, but at the time of the visit it
was not ISO9000 accredited. The laboratory participates in a “round robin” of regional
laboratories to compare the consistency of results.
The analytical procedures and specific tests performed on the samples are listed in Table 5.3.
SRK notes that no bulk samples have yet been taken across the licence areas and no special
tests performed on bulk densities. SRK recommends that bulk sampling be performed to
obtain a more representative sample for bulk density testing and to allow for a greater range
of coking and analytical tests. Specifically, the determination and modelling of relative density
of the coal zones is described in detail in Section 5.3 following. The analysis data have been
recorded in Excel tables, along with the wash data analysis, with float and sink analysis done
at various specific gravities. As far as SRK can determine, without access to any of the
samples analysed, the analysis procedures deployed have been satisfactory. Appendix B
contains a generalised guide to washability analysis. The collection and storage of the drilling,
analysis, LAS geophysical and geological data modelling requires a project upgrade during
2010 and is in the process of being completed. The indexing and metadata catalogues did not
exist prior to the study but are in the process of being completed. This has made the audit
difficult and SRK suggested that this aspect of the project requires a more detailed review and
management in the future, a recommendation that is currently being implemented. Generally
however there was a high level of data transparency, diligence in the manner the data was
collected and presentation of that data onwards. SRK has recommended that the data store
room has predefined version dates and the data released and also archived at such dates.
SRK also noted that as there is limited coking coal test data available this precludes any
statements of likely coking coal resource.
Table 5-3: Sampling Tests and Adopted Analytical Methods.

5.3

Modelling Estimates
The modelling exercise undertaken by SMS took the original database of drill hole and quality
information and added the intervals derived from the 2009 drilling campaign. Micromine wire-
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frames were generated for the five zones identified in the North and South Blocks and four
zones identified in the West Block. These were interpreted from cores, sampling and the
geophysical long / short spaced density observations. Zone classification formed the basis of
wire-framing the tops and bases of the units. A series of larger internal mudstone partings
were correlated within the zones and also across the blocks.
The geological picks of all the coal zones and internal waste units were gridded by Micromine
on a 50 by 50 m grid using an inverse squared gridding algorithm. Solid three dimensional
triangulations were formed in Micromine and volumetrics calculated, subtracting waste parting
volumes. No account of coal devolatisation was taken at this stage as this remains uncertain
but a 30% geological discount was applied to the resources. The wireframe models were then
imported to the Micromine block modelling module and block models created for the South,
North and West blocks. Block models were constructed from the wire framing exercise and
these blocks used to interpolate quality and yield values for differing coal products (derived
from the wash table results). In future the modelling and resource estimation procedure should
be improved to allow for more rapid yield analysis and sensitivity modelling in the workflow
and this issue is already being addressed by the Company.
A number of internal dolerite sills were also interpreted from the data sets within each zone
and modelled with their tonnages estimated. The zone numbers do not correlate from one
block area to another, as the spatial continuity can only be determined within each graben
structure. The tonnages were then calculated by SMS and cross-checked by SRK, using
Vulcan software.
Vulcan 3D modelling, interpretation plots for South Block are shown in Appendix C.
Coal analytical qualities were derived per sample from a “WashProduct” simulation program,
where the algorithms standardise the wash fractions, calculate the raw relative density (“RD”)
from the raw ash values as well as compositing samples using thickness and RD weightings.
The block models were then manipulated to produce Whittle block models. They were also
used to test that the resource has a reasonable chance of economic extraction, using
variability in the mining, processing and market input parameters to the Whittle optimisations.
The results of this exercise demonstrated that, in SRK’s opinion, there was a reasonable
chance for economic extraction for portions of the Ncondezi coal deposit. The borehole
density is on average between 500 m and 1 km spacing across the majority of the North and
South Blocks, and partially across the West Block.
Several faults were encoded into the Micromine wireframe surfaces. However, from the
analysis of the GeX and BGS studies, SRK considers that this is an under-representation of
the faulting within the licence blocks. A geological loss of 30% has been applied to the in-situ
JORC resource estimates to allow for this uncertainty.
SMS and, subsequently, SRK have produced block models across the South, North and West
blocks, into which product analysis results were interpolated for use in the Whittle Mine
Optimisation studies. These optimisation study outputs were used to cross check and
constrain the JORC resource estimates.
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5.4

Economic Potential
The Mineral Resource Statement in Table 5-4 below (1.809 Bt) is based on there being
reasonable prospects for eventual economic extraction. The Mineral Resource statement has
been constrained within an optimised shell assuming a long term thermal coal price of
US$90/t and other technical inputs as reported in Section 5.5. For an indication of the
sensitivity of this to the long term price assumption refer to Figure 5-3 below.
The Scoping Study (SRK, 2010) which was finalised after the Mineral Resource Statement is
based on a 24% ash, 6,000 kcal/kg GAR coal product, for export markets. This product was
based on similar thermal coal specification announced by Riversdale and Vale for future
export from their Benga and Moatize projects.
The test for reasonable economic extraction potential of the Mineral Resource has been
verified by running Whittle Optimisation shells at a range of commodity prices for coal
(US$30/tonne to US$210/tonne), which represent acceptable economics for eventual
extraction of a 24% ash, 6,000 kcal/kg GAR export coal product. The results shown in Figure
5-2 display the variation of in-situ coal resource tonnage with the commodity price for a 24%
ash, 6,000 kcal/kg GAR export quality coal. The coal tonnages are determined by the
maximum cash flow for each coal price over the range tested, which take account of ‘best
estimates’ for applicable costs and factors.
Notes on interpretation of graph in Figure 5.3:
1. The vertical axis is for coal tonnage (in situ & product) and for stripping ratio (left axis);
and for unit cash cost (right axis).
2. The horizontal axis is for 24% ash, 6,000 kcal/kg GAR export coal selling price.
3. The graph demonstrates that as the coal selling price increases, the potential resource
tonnage increases. This is because the economic pit shell size increases with improved
economics.
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5.5

Mineral Resource Statement
The current Mineral Resource estimates for the Exploration Licences have been estimated by
SRK during the course of this mandate and are dated 31 January 2010 and reported in
accordance with the JORC Code.
Mineral Resources are quoted with the following restrictions to the Coal Zones modelled in the
SMS January 2010 exercise, which satisfy the requirement of ‘potentially economically
mineable’ for open-pit mining operations:
•

Mudstone partings >300 mm were excluded.

•

Coal thicker than 300 mm that was sampled was considered.

•

SMS Coal Zones minus internal waste partings were evaluated and cross checked with
Whittle Open Pit shells at a commodity price incorporated into the cut-off grade
calculations at US$90 for a thermal export coal.

•

Unless otherwise stated, all Mineral Resources are quoted on an equity attributable
basis assuming 100% ownership as at 1 March 2010.

•

The test for reasonable economic extraction potential of the Mineral Resource has been
verified by running Whittle Optimisation shells at a range of commodity prices for coal
(US$30/t to US$210/t), which represent acceptable economics for eventual extraction.
However this is subject to further refinement as more work is done on the project.

•

All references to Mineral Resources are stated in accordance with the JORC Code.

The gross in situ tonnage was then calculated and a modelling and geological uncertainty
factor/relaxation applied. This was taken as 30% across the North, South and West blocks.
SRK has made a re-assessment of the categories suggested by Meyer and Van Buren (2010)
on a zone by zone basis, based on the number of samples, the quality of the base information
and an assessment of the underlying variability of the coal horizon. The resulting JORC recategorisation to JORC standards is shown below.
Table 5-4 shows the breakdown in JORC resource classification for the South, North and
West blocks. The South Block is the only block with sufficient information to allow resources
to be classified in the measured category. These measured resources are found in Zone 1 of
the South Block and represent 6% of the total classified resource in Zone 1, with 89% being
classified in the indicated category and 6% classified in the inferred category. In the North
Block, the majority of the resource classification lies in Zone 1 where 26% is classified in the
indicated category and 74% is classified in the inferred category. Zone 2 of the North Block,
although smaller in size compared to Zone 1, has a higher proportion of resource classified in
the indicated category at 62%, with the remainder classified in the inferred category. All of the
resource in the West Block is categorised in the inferred category.
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The ash is generally higher in the North Block in relation to the South Block and this is due the
blocks being in different sub-basins.
The zone of measured resource in the South Block has highlighted a zone that appears to
have higher yields, Whittle pit optimisations have focussed on this zone and demonstrated
that it is an area that should be drilled in detail, with a full suite of coking tests performed upon
the resulting analyses. This area represents a high priority area for the Company.
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Subtotal Measured

All Areas

0.0
447

0.0
174

Zone 5
Subtotal
Zone 1
Zone 2
Zone 3
Zone 4
Zone 5
Subtotal
Zone 1
Zone 2
Zone 3
Zone 4
Subtotal
Subtotal Indicated

South

South

109

North

North

North

North

North

North

West

West

West

West

West

All Areas

1.90

30.4

620

0

0

0

0

0

0.0

0.0

1.89

143.5

0.0

Zone 4

1.77

7.1

South

1.81

11.9

Zone 3

Zone 2

South

1.96

1.96

9.68

12.05

13.17

15.18

13.00

13.15

(MJ/kg)

(g/cm3)

427.5

South

Zone 1

South

24.0

24.0

CV

RD

1.76

0.71

0.98

0.91

1.24

1.19

(%)

Moisture

64.41

57.59

58.86

53.32

50.36

52.71

(%)

Ash

17.55

25.28

27.01

26.43

38.84

32.91

(%)

Fixed Carbon

0.70

1.02

16.28

16.42

13.15

19.33
1.33

9.56
0.74

13.20

(%)

Volatiles

0.68

0.85

(%)

Sulphur
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Zone 2
Zone 3
Zone 4
Zone 5
Subtotal
Zone 1
Zone 2
Zone 3
Zone 4

South

South

South

South

South

North

North

North

North

110
Subtotal
Subtotal Inferred

West

All Areas

Coal analyses in table are quoted on an Air Dried basis

Total

534

Zone 4

1,809

1,164

1.88

West

1.78

159.5

Zone 3

West

218.1

Zone 2

1.91

West

1.77

Zone 1

West

20.0

Subtotal

North

1.95

136.8

4.8

1.93

20.9
503

1.88

50.4

Zone 5

1.90

18.6

North

1.89

1.92

11.73

12.59

12.42

15.45

12.38

12.51

15.55

9.45

9.39

12.23

11.81

1.91

1.68

1.40

1.41

1.34

1.09

1.90

1.82

1.09

1.29

1.04

(%)

Moisture

55.91

54.81

56.16

48.18

60.67

59.38

48.69

64.94

65.32

58.14

46.99

(%)

Ash

20.44

22.51

20.87

27.11

22.24

23.50

40.58

17.22

16.17

30.20

42.40

(%)

Fixed Carbon

0.73

1.26

1.15

2.11

0.92

21.74

21.00

21.57

23.30

15.75

16.02

8.83
1.32

16.02
0.56

17.42

10.37

9.57

Volatiles
(%)

0.71

0.92

1.19

0.49

Sulphur
(%)
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5.6

Mineral Resource Potential

5.6.1 Additional Resource Upside
SRK considers that good potential exists to increase the resources of thermal coal within
Licences 804L and 805L. There is also considered to be potential for coking coal but this
needs considerable further work. The work needed on the licenses going forwards is:
•

Undertake more detailed drilling of the South, North and West blocks to facilitate and
maximise transition of coal resource classifications to measured and indicated and
conversion to mineable reserves.

•

It is common practice for a company to comment on and discuss its exploration in
terms of target size and type. In accordance with Clause 18.1 of the JORC Code
however, SRK notes that such information relating to Exploration Targets (“ETs”) must
be expressed so that it cannot be misrepresented or misconstrued as an estimate of
Mineral Resources or Ore Reserves. Furthermore SRK recognises that: the terms
Mineral Resource(s) or Ore Reserve(s) must not be used in this context; and that any
statement referring to potential quantity and grade of the target must be expressed as
ranges and must include (1) a detailed explanation of the basis for the statement, and
(2) a proximate statement. ETs are reported in accordance with Section 18 of the
JORC Code and for the avoidance of doubt, SRK notes:
<

The potential quantity and grade as reported in respect of the ETs are
conceptual in nature,

<

There has been insufficient exploration to define a Mineral Resource;

<

It is uncertain if further exploration (as planned by the Company) will result in
the determination of a Mineral Resource.

The following ETs have been estimated at the Central and River blocks and are based
on consideration of the initial drilling results (3 drill holes for the Central block) and (3
drill holes at the River block), assumed thickness, specific gravity and qualities as
determined from the drilling which has to date informed the current Mineral Resource
declaration as reported in this CPR. Furthermore, SRK has also considered the
applicable geological losses. Accordingly SRK estimate that the combined ET ranges
from 400 Mt to 1,600 Mt with assumed qualities of 57% Ash, 16% Volatiles, 26% fixed
carbon and 0.9% Sulphur. The Qualities are assumed to be similar to the qualities
already defined in the mineral resource statement.
The Company’s exploration programme as reported in this CPR targets (Table 8.2),
includes a total of 70 holes for a total metres drilled of 14,000 m.
•

Upside potential also exists in the undrilled North East and East blocks, as the BGS
studies have shown that these areas are also underlain with coal bearing Karoo
Outcrop. See Figure 5-4 below.

•

Assessment of coking coal potential within all blocks by further detailed core drilling and
geophysical logging.
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5.6.2 Coking Coal Potential
It is well documented that the coal sub-basins of the Tete province have produced coking coal
in the past. The existing Minas Moatize mine is an example of this and coking coal has also
been proven in exploration sampling from both Vale’s Moatize and Riversdale’s Benga
projects. The quality of the coking coals was further confirmed by large equity investments
currently held in Riversdale by Tata Steel and CSN, both large steel producers in India and
Brazil
Due to the fact that there are generally insufficient coals available worldwide to produce good
coke quality, coal blending is practiced throughout the world, where a blend of low to high
volatile matter coals is used to achieve required quality, without any danger to coke oven
fabric. In order to form coke, suitable coal must soften to a plastic mass on heating (in the
absence of air), swell and re-solidify. The specification of coking coals is complex and needs
careful characterisation.
The tests for coking are described below.
Dilation
A sample of powdered coal is made into a thin cylinder. The cylinder is placed inside a
vertical tube furnace and the contraction/expansion of the cylinder is measured as it is heated
to up to 500ºC. For the manufacture of good quality coke a moderate dilation is required (50200%). A low dilation indicates a low coking propensity and a high dilation (200-300%)
indicates a weak, thin walled coke will be formed.
Plasticity
Plasticity is measured as Geisler Fluidity with a Geisler Plastometer. A sample of powered
coal is heated (in the absence of air) through its plastic range. A small paddle is placed in the
sample to which a constant torque is applied. As the coal becomes more fluid, the paddle
rotates faster and this ‘rotation rate’ is recorded by a pointer moving over a graduated circular
gauge or dial (Dial Divisions Per Minute or “DDPM”). Coals of very high fluidity (greater than
30,000 DDPM) can give weak thin walled cokes, due to the frothy nature of the coke.
Conversely, coals of low fluidity (<200 DDPM) will not form suitable cokes. The plasticity is
important when blending is considered, as overlap of ranges is required to blend successfully,
ensuring reactivity together in the process. Typically, blends should have fluidities of 200 –
800 DDPM to ensure optimum coke properties, which means in practice that high fluidity
coals are needed to balance low fluidity, low volatile matter (“VM”) coking coals.
Free Swelling Index (FSI) or Crucible Swelling Number (CSN)
This is a measure of the increase in volume of a coal when heated, in the absence of air.
When all the volatiles in the coal are liberated, a small coke button remains. The crosssection of the button is compared to a standard set of profiles, with an FSI number between 1
and 9. Coals ideal for coke making, known as hard coking coals, have FSI numbers of >8.
Coals with a low FSI number (0-1) are known as filler coals and are not suitable for coking,
but may be used at small percentages of the blend to reduce blend costs without too much of
an adverse effect on coke quality. Coals with FSI numbers between 2 and 7 have some
coking properties and can to a certain extent be incorporated in coal blends depending on
cost and coke quality. These are known as semi-soft or semi-hard coals. If coal pre-treatment
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is practiced (for example, stamp charging) then the use of these coals of FSI <7 can be
increased to reduce cost.
Roga Index Test
This indicates the caking properties of coals. A sample of coal is combined with a standard
measure of anthracite and then heated. The resultant button is then tested for mechanical
strength. There is a correlation between Roga index values and free swelling index values.
Vitrinite (% RoV max and optical properties)
Normally vitrinite is used as a strong indicator of the level of coal rank or coalification.
Normally coking coals will show high vitrinite % at 70% or above and the optical properties of
vitrinite are used as a determinant of rank, with %RoV max between 1.1 and 1.4 for coking
coals.
Ideally, world class coking coals should have a specification close to the parameters given in
Table 5-5. These coking parameters have been compiled from a variety of sources, such as
the Australian published Tools for Prospective Coal Buyers, Solid Energy Stockton coking
coal, Margam coking coal South Wales and Coal Geology. If they are outside these
parameters, blending with other coals is necessary, as described above.
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Table 5-5: Collation of Coking Coal Parameters (world-wide sources)
Property

Target range of values/value

Comment

Ash %

8 -10.5

As low as possible. High ash
reduces the value of the coal.

Total Moisture % (as received)

1-10.5

As low as possible for individual
coals, although too low can result in
environmental problems with dust.
If blend moisture too low there can
be coke oven operating problems.

Volatile Matter %

20-30

Blend will depend on whether either
coke or gas production is required.

Fixed Carbon %

60-70

Phosphorous in coal%

Less than 0. 1

Above this threshold means
blending only. Main penalty is
value-in-use when coke is used in
the blast furnace. May not be an
issue if de-phosphorisation of hot
metal, prior to turning into steel is
practised (mainly Asia).

Total Sulphur%

Less than 1.0

Can be used at S >1.0% if can be
blended with low S coals to reduce
blend S. Main penalties are valuein-use when coke is used in the
blast furnace, and a concern about
SOx emission from the coke oven
stack.

Crucible Swelling Number(CSN) or
Free Swelling Index(FSI)

Ideally 6-8)

Should be >7.5 for good quality
coke.

Roga Index

Greater than 70

Measure of mechanical strength –
>70.

Geisler Fluidity (DDPM)

Greater than 800 – less than
20,000.

Measure from fluid to solid phase –
typically needed as a measure of
blending potential with overlap in
ranges required. Typical blend
fluidity 200 – 700 DDPM

Log Max Fluidity > 2.5

Maximum dilation %

>50%- <200%

Value depends on volatile matter of
individual coals. Depends on how a
coal is to be used in the blend.

CSR %

>65%

Coke strength. Individual coals can
be less than 63%, but are required
in the blend for other reasons as
long as the coke produced is >63%.

Vitrinite %

50% and above

Best > 80%.

Vitrinte Reflectance %RoV max

1.1 to 1.4

Should be between 1.1 to 1.4.

Notably coal from the Moatize (Vale) and Benga (Riversdale) projects results meet these
specifications. SRK notes that the sub-basins vary widely across the Tete province, both in
terms of sedimentary and maturation characteristics (maturity of the coal formation and thus
related to rank of coal). SRK notes that Riversdale and Vale are more advanced in terms of
coking analysis when compared to the tests performed so far by Ncondezi.
The initial analysis of the Ncondezi data for coking properties is described below.
The original 2007/2008 drilling and sampling campaign was sampled only at the Tete ACT
Laboratory, where full coking test analyses cannot be performed. However, the work
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completed up to 2008 had a number of FSI and Roga tests. SRK notes that the tests were
performed only on the 1.4 and 1.5 float fractions of the wash tests analysis. In the North and
South Blocks they showed a mix of both excellent swelling test results (9) and Roga index of
above 70, and a number that had swelling characteristics between 3 and 4.5 with Roga
values of 18-45. In the West Block, the swelling index was depressed a little more with lower
values (swelling index of around 8 and Roga values of 85). The majority of samples showed
swelling indexes of 3 to 7 and corresponding Roga values of 18 to 66. There was also a
batch of total phosphorous % in coal completed for the West Block drilling (2008) and
supplied by Meyer (2008). The minimum phosphorous was 0.01% and the maximum was
0.78%, with a mean of 0.09%. SRK notes that 91% of the data was between 0.01% and
0.02%. As such this data is considered to be inconclusive but sufficiently encouraging for
considerable further testwork to be carried out.
During 2009, SRK and ZEC agreed that a more detailed set of coking tests should be
undertaken on at least one of the exploration blocks. Three holes were identified in the South
Block, namely S20, S22 and S23. SRK received the results for these samples on
23 March 2010 from ZEC. The analyses were undertaken by ACT in their South African
laboratories in Pretoria.
Borehole S20 displayed a range of VM content from low volatile at 13%, three values in the
mid-volatile range of 21-24%, and one a high volatile at VM >30%. As a result, coking
properties would be expected to vary widely. S20 showed again variability in the FSI and
Roga indices, with some sample horizons recording FSI of 9 and Roga at 89 for the first float
test at 1.4 specific gravity (“SG”). The lowest showed an FSI of 0.5 and Roga of 7. The
vitrinite % values were high in the range 75% to 88%. The total phosphorous % values were
between 0.063% and the highest at 0.536%. Maximum dilation was poor at a maximum of
39%. Geisler Fluidity results were variable, but generally at low or zero value for good coking
properties compared to hard coking coals of comparable VM. Coking strength (“CSR”) was
between 16 and 50% while Coking Reactive Index (“CRI”) was between 27 and 29.6%. This is
not unexpected for coal samples that are essentially semi-soft or filler coals in nature.
Borehole S22 showed very similar results to S20, but with much higher Geisler Fluidity at
values above 1,060 up to 7946 DDPM. This is to be expected as all samples were for coals
of high VM. However, fluidities are much lower than found, for example, for high volatile coals
from USA, and may as a result be not viewed as a prime high volatile coking coal. The
minimum phosphorous recorded was 0.06% and the highest was 0.499%. Swelling and Roga
indices were good on the first float fraction, with typical values of 9 and 90 respectively.
Vitrinite % was good at 77% to 85.4%. Maximum dilation was between 56% and 86%.
Borehole S23 was very similar to S22 with elevated phosphorous % (minimum 0.07% and
maximum at 0.568%). Two samples showed maximum dilation values of 138% and Geisler
Fluidity was high with samples between 485 and 34404 DDPM. Vitrinite % was good with
77% to 85.2%.
In general, the majority of %RoV max values are between 0.83 and 0.98. However there are
four values above 1, with the highest at 1.6. The results so far demonstrate that the rank of
the coal within the Ncondezi licence areas under consideration is encouraging for coking
potential but that considerably more work is needed in this area.
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SRK notes that the samples taken around S20 to S23 represent only a small proportion of the
very extensive assets across 804L and 805L. SRK also notes that early results in 2006 from
the Benga (Riversdale) project were similar to the Ncondezi Project’s results.
In summary, the properties of the coking results presented in this report give indications of
coking potential in the licence blocks described in this report, although sampling has only
been undertaken in detail across a small portion of the South Block. SRK does not rule out
the potential of coking coal within the un-sampled parts of these blocks. SRK is of the opinion
that future improvements in test-work and tightening of sampling procedures will help to better
understand their potential.
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6

OTHER AREAS IN SCOPING STUDY

6.1

Introduction and Context
A Scoping Study into the feasibility of mining and processing coal from the 804L and 805L
licence areas has been completed by SRK for the Ncondezi Project (SRK 2010).
Considerably more work needs to be undertaken on every aspect of the project before higher
levels of confidence can be achieved.
The scope of this study was for an open-pit mining operation on the South and West blocks,
producing a 24% ash, 6,000 kcal/kg GAR product, this being based on similar thermal coal
specification announced by Riversdale and Vale for future export from their Benga and
Moatize projects. A ROM ramp-up from 6 Mtpa to 42 Mtpa over an 8 year period was
modelled.
The following sections summarise the content of the Scoping Study report sections which are
not discussed elsewhere in this CPR and which merit discussion in this CPR.

6.2

Conceptual Mining Study

6.2.1 Geological Loss Adjustment and Mining Study
The current Life of Mine Plan (“LoMP”) as developed in the Scoping Study assumes:
•

Mining to be limited to the South and West blocks, and accordingly does not include the
North Block; and

•

No geological losses which can be compared with the 30% geological loss as currently
incorporated into the Mineral Resource statement as reported herein. The application
of a geological loss is considered prudent given the current level of geological data
which precludes the specific modelling of individual dykes, sills and coal piles with devolatised sections.

The current LoMP projects a total ROM tonnage of 1.4 Bt which is mined at a stripping ratio of
1.31twaste:tore. At an overall yield of 26% (including 85% wash plant efficiency) and this results
in a thermal coal product of 349 Mt which is considered sufficient to support a +30 year life of
mine at an average of 10 Mtpa of thermal coal product.
SRK recognise that the application of the geological loss in the Mineral Resource statement is
necessary given limited availability of geological data and the current geological modelling
approach. The applicability of the current 30% geological loss (currently considered an upper
limit for the declaration of Mineral Resources) will obviously be tested as part of the proposed
exploration program through the acquisition of additional geological data. Accordingly SRK
consider there is potential to reduce this factor. Furthermore SRK highlight the current
classification of the majority of the Mineral Resource in the Inferred category. This
classification combined with the typical accuracy levels associated with scoping studies
necessitates consideration of the impact of the geological loss between the current best case
0% and the worst case scenario of where a potential 30% geological loss is assumed to be
fully realised.
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SRK has undertaken a sensitivity analysis of the impact of the geological loss on the current
LoMP. In the worst case scenario for the South and West blocks combined where the 30%
geological loss is uniformly applied (regardless of classification), there is an overall reduction
in ROM tonnage to 0.9 Bt which is mined at a stripping ratio of 2.14twaste:tore. At an overall
yield of 26% this results in thermal coal product of 224 Mt. Inclusion of the North Block
however, offsets this potential reduction through the addition of 146 Mt of thermal coal product
even in the worst case scenario, and is considered sufficient support a +30 year life of mine at
an average of 10 Mtpa of thermal coal product. Conversely in the best case scenario this
would add a further 238 Mt of thermal coal product albeit at a marginally higher stripping ratio.
Based on the analysis completed to date and even when considering the higher stripping
ratios which occur with increased geological losses (due to the necessity to mine through
such structures) SRK notes that the project remains economically robust and that the current
work program as planned is warranted.

6.2.2 Overview
The objectives of the mining study were to:
•

Determine the area location and vertical extent of potentially economic pit shells in the
total exploration area.

•

Create a schedule of quantities, qualities, equipment requirements and associated
costs over the life of the project.

•

Assess the potential for economic extraction of a 24% ash, 6,000 kcal/kg GAR export
coal export product from the currently identified Mineral Resource .

These objectives have been achieved by creating a Whittle Optimisation Model for the project
area.
Pit shells have been generated for each coal selling price in the range selected, with each
shell meeting the criteria of maximised cash flow for each coal price selected. The shell
corresponding to chosen coal selling price has then been used as the basis for creating a
mining schedule, with associated cash flow.

6.2.3 Mining Method
The mining method used for the purposes of the scoping study is open pit using a large
capacity truck and shovel fleet. Large capacity mechanical shovels and rigid body dump
trucks would be employed for the main waste removal operations, with smaller excavators/
loaders and trucks being used for coal mining. Smaller excavators would also be used for
more selective and complex zones such as partings and devolatised coal zones around sills
and dykes.
A contractor operated case has been assumed in order to generate likely bulk earthmoving
rates and costs.

June 2010

119

218061 NCondezi pp048-pp156

6/8/10

2:04 PM

Page 120

SRK Consulting (UK) Limited
Ncondezi Coal CPR

6.2.4 Constraints on Whittle Model
Following initial mining evaluations for the entire project area, the Whittle Optimisation was
subsequently limited to the South and West blocks.
The optimisations were initially run unconstrained for the South and West blocks in order to
achieve a 24% ash, 6,000 kcal/kg GAR coal export product profile as follows:
Year 1 & 2 - 2 Mtpa
Year 3 & 4 - 5 Mtpa
Year 5 onwards - 10 Mtpa
The raw coal feeds to the wash plant were then constrained in order to determine the
minimum feed rates which could practically be used to achieve consistent coal production
over time. The raw coal feed was constrained in increments of 6 Mt on an annual basis,
which compares to the capacity of each coal washing module.
The raw coal constraints used at a coal price of US$70/t for a 24% ash, 6,000 kcal/kg GAR
coal export product were as follows:
Year 1 & 2 - 6 Mtpa ROM
Year 3 & 4 - 18 Mtpa ROM
Year 5 to 8 - 30 Mtpa ROM
Year 9 onwards - 42 Mtpa ROM
The annual waste movement rates remained unconstrained for the purposes of the
optimisation and were later smoothed forward to earlier years in order achieve a practical
mining schedule.
The block models were also constrained from taking material within 50 m of the Ncondezi
River, which only affected the West Block.

6.2.5 Inputs to Whittle Model
Block models developed by SMS contained the most recent coal resource data which was
subsequently adjusted by SRK in Datamine to include Coal Resource classifications
according to the JORC guidelines. The topography used in the model was based on the drill
hole collar surveys.
The Whittle pit optimisations required these block models plus other input parameters for the
South and West blocks. These were obtained from number of sources as follows:
Geological and block model – SMS.
Coal specific gravity – SMS (included in block model).
Coal product yields – SMS (included in block model).
Coal specific energy and raw ash – SMS (included in block model).
Pit slope angles - SRK.
Mining dilution and raw coal losses – SRK.
Mining costs – SRK.
Processing costs - Islandla Coal Consulting, a South African coal processing consultant.
June 2010

120

218061 NCondezi pp048-pp156

6/8/10

2:04 PM

Page 121

SRK Consulting (UK) Limited
Ncondezi Coal CPR

Rail and port charges – SRK.
Royalties – SRK.
Coal prices of US$70/t for 24% ash, 6,000 kcal/kg GAR thermal export product.
The coal washing yields were interpolated into the block model by SMS, based on the
washery test work carried out to date. The supplied block models were prepared with the
composited raw ash grades and interpolated yields required to achieve a 12% and 30% ash
coal product, following washing. SRK assessed the requirements to achieve a 24% ash coal
product, which resulted in an additional 15% reduction in yield to the 30% ash coal product
following washing.
SRK has calculated dilution based on the size of the equipment which would be typically be
used and for each production rate. SRK has assumed a fixed raw coal loss for all production
rates.
Mine operating costs were developed using the Infomine ‘2009 Coal Cost Guide’. This
database provides up-to-date operating cost data based on North American operations, which
SRK has factored to determine ‘order of magnitude’ operating costs for the proposed mining
operation. Mine capital costs were estimated using SRK’s in-house models, which take into
account the productivity of major equipment and also estimate ancillary equipment
requirements.
Royalties of 3% have been based on the coal production in accordance with Mozambique
mining law article 9 (e) of law 11/2007, of 27 June 2007.

6.2.6 The Modelling Process
The Whittle optimisation performed does not produce the optimum pit shell based on
discounted cash flow, since at the time of the optimisation process the exact year of mining
for each block is not known. Hence, the correct discount rates cannot be applied to either
costs or revenues in the model. The pit shell optimisation also cannot take account of
variation in prices, costs, capacities and recoveries over time. These factors can only be
considered during subsequent schedule optimisation.
The Whittle system stores the various input parameters detailed above for each block in the
block model. The optimisation process determines the resulting cash flow for each mining
block, based on these parameters and by applying various calculations.
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The Whittle optimisation produces a set of nested pit shells by applying the input coal prices
for the coal product to a series of designated Revenue Factors (“RF”). Each of the nested pit
shells are generated based on the maximum undiscounted cash flow which results. The
generated pit shells increase in size as the RF and maximum undiscounted cash flow
increase. This analysis has been undertaken based on a commodity price range for a 24%
ash, 6,000 kcal/kg GAR coal export product.
The size of the final pit shells in combination with equipment production rates, determines the
yearly coal production profile and the number of years in the mining schedule.

6.2.7 Output from Whittle Model
Figure 6-1 below shows the resultant optimised pit shells for the South and West blocks and
for a primary 24% ash, 6,000kcal/kg GAR coal export product, at a maximum raw coal mining
rate of 42 Mtpa. It is important to note that this output is based on scoping study stage data
only and will be subject to further optimisation following additional work.

Figure 6-1: 804L and 805L Licences showing Pit Shell Boundaries

South Block
The South Pit is currently envisaged to commence in the northern part of the South Block and
reaches a maximum depth of approximately 200 m in the south of the area. A distinctive fault
in the South Pit has lowered the elevation of the coal horizons to the south, with the resulting
pit depth increasing by approximately 100 m.
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Figure 6-2 shows the incremental ‘ramp up’ of raw coal production in the South Block and the
resulting 24% ash, 6,000 kcal/kg GAR thermal coal product produced over a mine life of 22
years.

Figure 6-2: Raw Coal and 24% Ash Coal Product – South Block
The South Block is calculated to have the potential to produce approximately 200 Mt of 24%
ash, 6,000 kcal/kg GAR coal export product over a 22 year mine life, which requires a total
material movement (“TMM”) of 1,788 Mt and raw coal production of 756 Mt, at a stripping ratio
of 1.4. This is shown in Figure 6-3. Table 6.1 shows the associated mining schedule for the
South Block.
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Figure 6-3: Material Movement – South Block

Table 6-1: Mining Schedule for the South Block

West Block:
The West Pit on the northern side of the Ncondezi River is expected to be mined to a depth of
approximately 125 m. The pit on the southern side has a maximum depth of approximately
200 m in the eastern part, closest to the river.
The raw coal production rate for the West Block has been constrained to a maximum of
42 Mtpa over the life of the mine, since the economics of the South Block are currently viewed
as of better quality. As a result the West Block is expected to be mined after the South Block
(commencing year 23) and with the aim of supplying the wash plant at a consistent maximum
raw coal feed rate of 42 Mtpa over the mine life. This is shown in Figure 6-4 below.
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Figure 6-4: Raw Coal and 24% Ash Coal Product – West Block
(Note: Year 1 in figure above relates to year 23 in the combined schedule)

In order to achieve the maximum raw coal production rate of 42 Mtpa in the West Block,
approximately 40 Mt of pre-stripping is required, which has been spread out over a 4 year
period. The West Block requires a maximum material movement of 102 Mtpa, which reduces
to approximately 90 Mtpa, for most of the West Block mine life. This is shown in Figure 6-5
below. Table 6.2 shows the associated mining schedule for the West Block.

Figure 6-5: Material Movement – West Block
(Note: Year 1 in figure above relates to year 23 in the combined schedule)
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Combined South & West Blocks:
The individual schedules for the South and West blocks were combined and the results
shown in Table 6.3 above. The South Block is mined first with the transition to West Block raw
coal occurring in Year 23.

Equipment Requirements:
The equipment requirements for the combined schedule were based on a number of high
level assumptions:
off highway truck capacity of 220 t;
hydraulic shovel bucket capacity of 35 m3;
average haulage distance to wash plant and waste storage of 2.5 km;
effective truck utilisation of 64%; and
effective shovel utilisation of 70%.
The scheduled mining activities have been based on an annual 52 week, 7 day, 24 hour
operation.
The estimated annual mining equipment requirements for the Combined Schedule are below
in Table 6.4.
Once again it should be noted that all the data above is derived from scoping study stage data
and must not be construed as final in any way. Considerable further work must be done in
order to finalise the various mining scenarios
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6.3

Coal Processing

6.3.1 Introduction
This section describes the basic engineering and process requirements for a coal processing
complex at the Ncondezi Coal Project which has been determined by computer simulation.
The simulation is based on the schedule of coal tonnages and coal composition derived from
the conceptual mining study. This work is at scoping study level only and considerably further
work is needed on coal preparation and processing.

6.3.2 Plant Design Principles
The following aspects form the basis under which the design of the plant has been
approached:
ROM throughput capacity based on the conceptual mine plan;
plant operating hours;
ROM plant feed coal characteristics;
the use of proven technology;
heavy medium plant equipment selection enabling common equipment sizes to be used
where possible, reduction in spares holding and ease of maintenance; and
design of the plant based on the prime criteria of treating the expected yield variations to the
plant.

6.3.3 Input to Plant Simulation
The basic input schedule of coal tonnages and coal composition derived from the conceptual
mining study was modelled in the plant simulation.
In addition, the results of coal float / sink analysis have been used as input to the modelling
simulation.
The feed tonnage used in the study is 42 Mtpa with a build up of capacity over the first 10
years (see Figure 6-6 below). The total beneficiation plant will be designed to operate
24 hours per day, 7 days per week. The total design will be based on 6,100 operating hours
per annum for the wash plant and the tonnage build up can be broken down into 6 Mt
increments, which represent additional plant processing modules.
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8

Ncondezi Module Build Up
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Figure 6-6: Ncondezi Plant Module Build Up

6.3.4 Coal Interpretation
The coal feed to the plant is currently envisaged to come from two mining areas, each of
which contains of a number of coal zones. Within each of the coal zones, the coal occurs as
separately sampled bands. To determine the type of coal to be fed to the plant, the full
horizon of each zone has been composited for each borehole and these borehole analyses
then composited for each zone and area. It should be noted that further studies should
concentrate on selective mining within the mining horizons, which will raise yield and reduce
costs of transporting low yielding coal.
Washability data has been used to forecast the yields, ash and qualities at different washing
densities, by applying known equipment efficiencies to each type of coal and to the various
blends of feeds. This has been achieved by washing each of the borehole samples
separately to determine the potential products that can be made. The boreholes have then
been composited into areas and composited separately according to the mining schedule
before being fed to the washing plant simulation.

6.3.5 Plant Processing Simulation
The coal processing protocol takes into consideration maximum flexibility and operability,
including a ramp up of tonnage through the plant as required by the mining schedule. This
study is based on scoping study stage data and hence will need considerable further
refinement.
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The mined tonnage will be crushed in a ROM circuit to a nominal minus 75 mm top size. The
crushed coal will then be fed onto a ROM blending stockpile by stacker and the coal will be
fed at a steady state tonnage by a reclaimer.
A simulation based on geological zones and areas and initial mine schedules has been
developed. The simulation enables each borehole in each zone and area to be washed in
order to show how much of the potential product can be made.
A basic flow sheet has been developed, using Limn: The Flow sheet Processor, which
incorporates multiple potential options:
differential size washing; that is, coarse + small + fines; and
multiple products, such as double stage prime + export steam or single stage export steam
only.
The flow chart is shown in Figure 6-7 below.

Feed

Primary wash feed

Primary product

Deslime

Primary wash

screen

Primary to
steam

Steam coal

Primary to
waste

Steam coal

Fines

Primary to waste

Discards
Waste

Classifying

Slimes

Cyclone

Slimes

Slimes to
waste

Dewatering
Filtrate

Class cyc uflow
Raw fines to waste

Raw fines to
waste

Figure 6-7: Simulation Showing Single Stage Configuration.

An essential element in the flow sheet is to produce “practical yields”, to account for fines
treatment and plant efficiency.
The plant simulation model has been run for an envelope of high and low yields to produce
theoretical washabilities and model the equipment required to deal with low and high yields.
The plant design plant has been mass-balanced for an average yield case. For the purposes
of this study the coal is identified as being:
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Coarse

Nominally 75 mm to 6 mm.

Small

6 mm to 1 mm.

Fine

1 mm to 0.2 mm.

Slimes

Minus 200 microns.

The process to produce export quality coal from the mined coal essentially requires
separating the various size fractions of raw coal based on density.

6.3.6 Plant Simulation Output
The plant has been designed to produce a 24% ash, 6,000 kcal/kg GAR product only.

6.4

Tailing Storage
There has been no engineering study or design for the required tailings disposal facility at this
point in time.

6.5

Preliminary Geotechnical Assessment

6.5.1 Introduction
Geotechnical factors will have a strong controlling influence on the stability of any open pit
operations at Ncondezi Project. The geotechnical conditions are site specific, although they
may share many features of other coal bearing strata of this type, and are related to the
specific sequence of rock types, the geological structure and the surface and groundwater
regime.
In terms of health and safety of the proposed operation, it will be important to design slope
angles such that the mining operation can be carried out in a controlled and safe manner, to
avoid potential risk of injury or death from falling rocks or larger mass slides of rock or soil. In
terms of its influence on the economic mine design, the geotechnical evaluation will provide
key input to the optimal slope angle such that the maximum coal can be extracted at the
steepest slope angle which is still stable, to avoid the risk of failure that could have a
significant economic impact to the operations. These factors include temporary or permanent
loss of coal due to burial or failure, loss of equipment or in-pit infrastructure, loss or damage to
infrastructure outside the pit or mine boundary, flooding, environmental damage and
reputational loss.
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6.5.2 Work Undertaken to Date
No specific geotechnical fieldwork was carried out for the scoping study. No geotechnical
logging of the core was carried out during the drilling program in the second half of 2009 and
no geotechnical mapping of exposures around the site has been carried out. No specific
laboratory test work or analysis has been carried out.
The following assessment of the likely geotechnical conditions at the site are based on a brief
review of the borehole logs and photographs from the 2009 drilling program, plus SRK’s
experience in geotechnical assessment of open pit coal mines around the world, with similar
ground conditions.

6.5.3 General Assessment of Engineering Geology
The coal seams are hosted within a sequence of sandstones, mudstones, silty mudstones
and carbonaceous mudstones that is reasonably random in its distribution, as would be
expected in a deltaic-type depositional environment, with cross-cutting channels and current
bedded layers. The distribution of fine grained (mudstone and silty mudstone) and coarse
grained (sandstone and silty sandstone) layers appears approximately equal, although some
boreholes show predominantly one or the other type. Sandstones are generally unweathered,
with laminae of mudstone or siltstone and occasional thin filaments of coal. There is frequent
cross-bedding. The sandstones generally appear to be competent and of medium strength.
Some layers appear quite massive and the sandstones do not generally break up into closely
spaced layers.
The coal seams contain numerous partings of dark grey mudstone and shale or coaly shale,
although no plastic clay layers have currently been identified. The overall thickness of the
interbedded coal and mudstone package, with occasional dolerites, is variable. There are
occasional areas of burnt coal. The coals appear to be quite competent and of medium
strength.
Occasionally, thin dolerite sills are found on top of, within and immediately below the coal
seams. The dolerites are described as medium grained and massive, with sharp contacts.
They do not appear to be particularly weathered in the core photographs and appear to be of
medium strength. There does not appear to be any weathering or weakening of the coal or
mudstones at the contacts, with no development of weak clayey horizons.
The coal bearing strata and sometimes the coal seams themselves, sit unconformably upon
the Permian age Dwyka Tillite, which is a fine to coarse grained palaeo-glacial deposit. The
contact is very sharp and there is no evidence of a weak, weathered contact. Below this is a
metamorphic gneissose basement, which would be unlikely to be exposed in any potential
open pit.
The overburden to the coal bearing strata is generally less than 10 m in thickness and there
has frequently been no core recovery in this zone due to the friable nature of the overlaying
deposits. Mostly the material is recorded as topsoil and it is assumed that this is generally a
typical leached lateritic soil. There does not appear to be developed a strongly weathered
saprolite zone below this, with coal being recorded at depths of less than 5 m below surface.
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Despite the strongly structurally controlled nature of the area, with basinal faults defining offset blocks of ground, the strata recovered in the core are relatively undisturbed, with no
obvious faults and little evidence of crushed zones or intraformational shears either within or
along the contacts of the coals. However, these are often detailed, small-scale structures
which are difficult to observe without close scrutiny of the actual core.

6.5.4 General Assessment of Likely Ground Conditions
The topsoil and overburden is unlikely to be a significant issue in relation to the development
of any proposed open pit. Shallow batter angles of 1 in 2 or 1 in 3 will be required, depending
on the exact nature and thickness of the overburden in any particular area, and also where
there are specific issues related to groundwater. Overburden materials can have relatively
high permeability and can act as pathways for groundwater when cuts are made close to
water courses. Any such slopes formed near water courses will need to be tested thoroughly
for permeability and stability.
The coal bearing strata, including both the coal seams and the interburden sandstones and
mudstones are expected to behave as a jointed rock mass, with a significant control being the
nature of the horizontal bedding parallel partings and the degree of jointing in the individual
layers. Generally, in these types of rocks, joints are poorly developed across individual strata
boundaries and the rock mass can be quite massive, with the layering being the dominant
feature. This is borne out by the presence of many bedding parallel dolerite sills. Typical
overall slope angles (toe to crest) for these types of materials will be around 45º over 100 to
200 m. Depending on the sophistication of the blasting and/or ripping of the faces, benches
are expected to be cut at angles between 63º (2 in 1) and 80º. The size of the catch berms,
the height of the benches and the consequent inter-ramp angles would be determined by
geotechnical analysis to give the design overall angle. The key controls on the stability of the
faces and the eventual design architecture will be:
•

the dip of the bedding and its relationship to any proposed pit walls;

•

the strength of the rock materials that make up the strata in the proposed pit slope, plus
the frequency and condition of the fractures within the strata;

•

the hydrogeology of the site;

•

the presence of significant structures, particularly faults and intra-formational shears;
and

•

the hydrology of the site.

The basement Dwyka Tillite and gneisses would appear to be reasonably competent, massive
rocks and, because of their deeper position, if exposed in the floor or wall of any developed pit
they would be unlikely to be a significant influence on the overall design of the pits. However,
close attention will need to be made to the nature of the contact, in case of any reduction in
strength due to weathering or shearing/faulting and its hydrogeological properties. The nature
of the unconformity will also mean that these rocks will be structurally different to the coal
bearing strata above.
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6.6

Surface and Groundwater

6.6.1 Introduction
The effective management of mine water is essential to the success of most operations
around the world. Water can impact on a mine in many ways. It is frequently essential for
processing and beneficiation, its presence in open pits and underground can interfere with
operations due to flooding and slope instability, and the potential from sulphide-bearing ores
can pose considerable environmental risks. It is therefore very important to start to develop a
detailed understanding of the surface and groundwater regimes operating at the mine site at
an early stage in the evaluation of the deposit.
In the case of the Ncondezi coal deposits, topographic maps and satellite imagery of the area
show that the River Ncondezi (referred to within some literature as the Condelezi River), flows
in a south-westerly direction through the middle of the 804L and 805L licence areas, to where
it joins the southerly flowing River Revubue, which also cuts through the western portion of
the 804L Licence on its way to join the Zambezi River. The Ncondezi River also has at least
two smaller tributaries also within 804L. Clearly, the proximity of these two water courses to
the future mining areas will mean that they have the potential to impact significantly on
operations, for example by increasing the potential for flooding, or by raising pore pressures in
nearby pit slopes. As a result, surface water and groundwater are likely to be significant
factors when planning for future operations and developing resource blocks at the mine.

6.6.2 Sources and Status of Data
SRK reviewed all of the documentation supplied by the Company to identify information that
might be relevant for understanding the surface and groundwater regime in the Ncondezi
Project area. SRK has also supplemented this information by sourcing more generic, but
nevertheless relevant, data from the internet.
There is no surface water data available for the study area, either for the Revubue or the
Ncondezi Rivers. Regional flow data is available for the Zambezi River, but this will not be
representative of surface water variation within the study area. Some basic climate data has
been presented (average monthly temperature and rainfall), but no raw data is currently held.
In order to characterise the range of flows to be expected within the rivers running through or
near the exploration licence areas, flow data will need to be sourced.
There is essentially no information on the groundwater regime in the Ncondezi area. The only
data of relevance is from reports, maps and models that have been generated whilst exploring
the deposit. These data sets are of value because they provide a good basic framework on
which a conceptual groundwater model can be built; however, they cannot answer specific
questions regarding the existence of aquifer units, their morphology and their physical and
chemical characteristics.
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6.6.3 Surface and Groundwater Setting
The southerly draining Revubue River lies within the middle-upper Zambezi River basin. Its
confluence with the Zambezi River is at Tete, while its headwater lie in near the border with
Malawi. Whilst average annual rainfall near Tete, where the Revubue joins the Zambezi
River, is less than 600 mm, average annual rainfall is 1400 mm in its northern head-waters,
indicating that any hydrological assessment of these rivers should take into account not only
the incident rainfall within the exploration areas, but also within the headwater of these rivers.
Whilst no hydrological data is held for the Revubue River, it has experienced a number of
documented flood events in recent years, although many parts of the Zambezi valley also
experience intermittent flooding. For example, there was regional flooding in 2001 and in
2003, when heavy rain in northern Mozambique caused by Cyclone Delfina again caused
regional flooding, while most recently, in 2007, torrential rains in Malawi and Zambia elevated
water in the Revubue River to well above its normal flood limits.
Average annual peak flows in all rivers within the area generally occur within March, with
flows then gradually decreasing to a minimum in November. Smaller streams within the area,
such as the tributaries to the Ncondezi River, are likely to dry up completely within the
summer months.

6.6.4 Geology and Groundwater Regime
The coal-bearing Karoo sediments that reside in this catchment were originally deposited in
the Moatize-Minjova Basin during the Permian period. Interpretation of the regional structure
indicates that these sediments accumulated in the depressions caused by the development of
a NW to SE trending graben. Geological investigations at the Ncondezi site indicate that
there is a natural division between seven different blocks based on graben structures and that
these blocks define the limits of individual resource areas. There are six such blocks in the
805L licence area (River, South, North, East, North East and Central Block) and one in the
804L licence area (West Block). The resource drilling results show that sedimentary
sequences may exceed 100 m in thickness in the centre of these blocks, but beyond the block
limits sediments are replaced by crystalline basement rocks.
The basement rocks that underlie the Karoo sedimentary sequence consist of serpentinised
gabbros, anorthosites and metasediments of Archaean age. There is currently no information
on the hydrogeological characteristics of these rocks, but it can be presumed from their
crystalline nature that they will have certain predictable traits that are common to rocks of this
type in many parts of Africa (Wright and Burgess, 1992). It is likely that the incidence of
groundwater will be very closely allied to the distribution and intensity of faults and joints
within the rock mass, particularly where that fissuring has resulted in the development of a
deep weathering profile. Crystalline rocks can possess quite high conductivities in fractured
portions close to the ground surface, but have very limited storage due to the virtual absence
of an effective porosity in the matrix. The morphology and distribution of the crystalline
basement aquifer at the Ncondezi site is again not well understood, however the structural
geology of the area would suggest that where the basement rocks sub-crop sediments at
depth, groundwater is likely to be locally confined by overlying sediments and flow will be
quite limited due to low permeability. However, where the basement rock has been truncated
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at the margins of each block and where it resides close to the ground surface it may have
pockets of quite high permeability, particularly where the faulting is most intense.
Where the basement rocks sub-crop the Karoo sediments they are overlain by a tillite of
fluvio-glacial origin. This appears to consist of a mixed assemblage of mudstones, gritty
sandstones and poorly sorted conglomerates. It is difficult to gauge the hydraulic properties
of such a heterogeneous material, but the presence of coarser elements in this sediment may
indicate that there is local hydraulic connection between the basement rocks and the
overlying coal measures.
The Karoo sediments that overlie the tillite consist of laterally continuous sequences of
interbedded coals seams, mudstones, and sandstones that have been intruded at various
points by massive doleritic sills and dykes. The most prolific coal-bearing part of the
formation, which is referred to as the ‘Productive Series’, consists of coal seams that
comprise thinly bedded alternating layers of coal, carbonaceous mudstones, shales and
sandstone. Thicker sandstone layers belonging to younger Upper Karoo deposits can attain
thicknesses in excess of 30 m and have medium to coarse grained characteristics. The
laterally continuous nature of these beds, coupled with the fact that they are medium to
coarse grained would suggest that there is potential for high groundwater flows and since
each block is several kilometres across, the amount of groundwater available from storage
may also be high. However, there are also massive low permeability mudstones sequences
interbedded between the sandstone layers that are commonly 5-10 m in thickness, although
in younger horizons they can range up to 35 m in thickness. This suggests that the potential
for vertical hydraulic connectivity within the Karoo sediments will be limited except perhaps
where there are well developed sub-vertical discontinuities. It will also mean that the
sandstone aquifer units should be mostly confined.

6.7

Infrastructure

6.7.1 Road
Road access to the Ncondezi Project is by gravel road which is connected to the Mozambique
road infrastructure. Since 1992, there has been considerable upgrade and refurbishment of
the road infrastructure in Mozambique and this is expected to continue. The roads are for the
most part usable for the purpose of developing the Ncondezi Project. A road connecting to
the adjacent Mozambique to Malawi road will need to be built (approximately 14 km) to give
reliable access to the process plant site, exploration and mining operations. At this stage, it is
envisaged that the coal will be exported by rail to Beira or Nacala and the need to upgrade the
road infrastructure for this purpose is not considered.

6.7.2 Rail
The Company is yet to engage in formal dialogue with rail concessionaires regarding rail
access and future railway infrastructure upgrades, but intends to do so at the right time. The
Sena railway is currently in the final stages of completion and the Nacala-Moatize
development is undergoing feasibility studies. For the Ncondezi Project, there is a need to
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provide a spur to the load-out station and although positions and surveys have yet to be
determined, it is assumed that some 20 km of rail track will need to be laid to connect the
proposed site on the Ncondezi Project to the Sena railway.

6.7.3 Coal Export
There are three options for transporting the coal to a port for export:
•

The first option is the use of the Sena railway that runs from Moatize in the Tete
province to the Port of Beira, a haul distance of 575 km. Renovation of the Sena
railway line is partly funded by the World Bank and the CCFB consortium consisting of
state railway company CFM (which holds a 49% shareholding) and Indian companies
Rites and Ircon, (combined shareholding of 51%). The Sena railway is in the final
stages of a full rehabilitation and is due to open to general traffic in 2010, although
required signalling and alignment work will delay the export of coal until 2011. The
concessionaire CCFB, according to the concession agreement is free to set the tariffs
for the Sena Railway and negotiations are taking place with potential users to agree to
an economical tariff for the coal exporters. The initial coal transport capacity is
expected to be between 8 and 12 Mtpa, but this will largely depend on the port capacity
at Beira to offload the coal. An existing government owned multi-user coal terminal at
the port of Beira is due to be refurbished for export of coal by the middle of 2011, and is
expected to handle up to 6 Mtpa. In addition to this, the Mozambican government is
understood to be investigating a further upgrade to the railway line and a new coal
terminal to potentially handle 20 Mtpa.

•

The second option is to utilize the Nacala railway corridor and port (the “Nacala
Corridor”), which currently encompasses 800 km of existing railway line from the coast
of Mozambique into Malawi and the natural deep water Port of Nacala. In October
2009, an agreement was signed between the Mozambican government, the consortium
that operates the Nacala port and railway (Northern Development Corridor (“CDN”)),
and Vale to upgrade the port and railway line infrastructure to handle coal exports from
the Tete province. The objective of the project is to link the town of Moatize to the
Nacala railway through Malawi, potentially requiring an additional 100-200 km of new
railway. The project will also require upgrading of the existing Nacala-Malawi railway
line and a new multi-user coal terminal at the Port of Nacala. The project is estimated to
cost US$1.6 billion and have an initial carrying capacity of 20 Mtpa, although it is
believed that this can be further expanded. It is widely recognised that it will be
necessary to develop the Nacala option to cater for the forecast export production of
Vale, Riversdale and others developing the Moatize coal fields. The construction of this
railway line is forecast to be completed and operational during 2015, and could provide
a potentially cheaper option to the Sena-Beira route.

•

The third option is to barge the coal down the Zambezi River. This option is being
investigated by other potential coal producers in the Moatize area, particularly
Riversdale who has already completed reconnaissance and bathymetric surveys. There
has been successful small scale barging on the Zambezi in the past, but this has either
been discontinued in favour of the more reliable railway services or is confined to the
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last 90 km of the river. A key milestone in the development of this option will be the
issuing of environmental approvals from the Mozambican government for barging
activities on the Zambezi. Following this, the barging option would also require the
dredging of a channel for barging and development of a method for returning barges
upstream. The transfer of coal to ships at sea could be a challenge and there would
need to be provisions made for the safe keeping of the barges during adverse weather
conditions offshore.
In summary, it would appear that the Company will have the option of exporting coal through
either the Sena-Beira route or Nacala Corridor, depending on timing of the project. It is also
assumed that the Company will not have to fund the development of the railway, but will pay a
tariff for the exportation of coal through either of the ports.

6.7.4 Power
Power for the project will come from the national grid, which is supplied from Cahora Basa
and South Africa. The operation proposed in the Scoping Study is considered to require
20 Mw to be installed. At present, there is not adequate power in the Moatize area and the
Ncondezi Project is likely to have to provide capital to install in the region of 120 km of power
lines at 110 kV. However, given the development of projects such as Vale’s Moatize project
and Riversdale’s Benga project in the Moatize area, there may be the potential link to the
national grid from Moatize, which would significantly reduce the length of power lines
required.

6.7.5 Water
Water is to be supplied from boreholes drilled in appropriate areas still to be identified. During
exploration drilling it was apparent that there is adequate underground water in the vicinity of
the proposed process plant. It has been assumed that 15 boreholes will be drilled and
equipped.

6.7.6 Buildings
Accommodation will be required for expatriate and senior staff at the mine site and the
process plant. Consideration has been given to a prefab construction; however there is the
possibility of building with local brick and mortar.
Workshops are required for the mine fleet and for plant maintenance.

6.7.7 Communication
There is currently adequate mobile coverage at Tete, Moatize and around the license areas
804L and 805L.

June 2010

139

218061 NCondezi pp048-pp156

6/8/10

2:04 PM

Page 140

SRK Consulting (UK) Limited
Ncondezi Coal CPR

6.8

Environmental and Social Studies
Selected significant items for this have already been summarised in Section 3.2.9 above.

6.9

Capital and Operating Costs
Based on the technical and cost input parameters derived as a result of the Scoping Study,
SRK has prepared capital and operating costs for the Ncondezi Project. These numbers are
subject to revision as more work is completed.
Current figures are primarily based on the following:
•

The production schedule which results from the Whittle optimisation, providing a waste,
coal and yield profiles for a period of 37 years, from the South and West Blocks. The
North Block has been excluded as part of the optimisation process. Over the life of the
mine:
o

coal mining ramps up to 6 Mt, 18 Mt, 30 Mt and 42 Mt in Years 1, 3, 5 and 9
respectively, and is constant thereafter;

o

coal mining commences in the South Block in Year 1, and in the West area in
Year 23;

o

the coal yields average around 26% over the life of mine, and average 36%
during the first five years of production;

o

the waste tonnages average around 50 Mtpa once at full production; and

o

the stripping ratio averages 1.4 and 1.2 (t:t) in the South and West Blocks
respectively. Waste stripping requirements in the South Block during the first two
years of production are higher, resulting in a stripping ratio of around 4.6 (t:t).

•

The expected washplant efficiency is estimated to be 85% from each area.

•

The tonnages of slimes and discards disposal have been estimated to account for
some 10% and 70% of the wash plant feed.

•

The coal product is anticipated to be a 24% ash export thermal coal product. This is
equivalent to a 6,000 kcal/kg GAR. SRK notes that calorific values in the Mineral
Resource Statement have been reported on a dry basis and not on an as received
basis in this report.

•

The transport distance of 600 km from the mine gate to the port.

6.9.1 Capital Costs
The Scoping Study indicates that capital costs for mine construction are estimated at US$376
million, including 10% contingency and 15% implementation charge. A summary of the
investment capital costs is presented in Table 6-5 and Figure 6-8 below. These costs are
incurred in Years -1 and -2, being the two years prior to the commencement of production.
The processing plant will be expanded as the production rate increases following the phased
approach and hence some capital expenditure is seen up to Year 8. A provision for
sustaining capital has been made, amounting to US$3 million per annum. The summary of the
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overall capital costs for the life of mine is presented in Table 6-6.
Table 6-5: Investment Capital
Investment Capital
Mining Contractor Mobilisation

(US$m)

4.0

Processing

(US$m)

197.0

Plant Feed - Stacker / Reclaiming

(US$m)

12.0

Plant Feed - Crushing and Screening

(US$m)

8.0

Wash plant

(US$m)

117.0

Discard Disposal

(US$m)

10.0

(US$m)

50.0

(US$m)

19.0

Tailings Storage Facility
Mine Infrastructure
Mine Infrastructure - Access Roads

(US$m)

5.0

Mine Infrastructure - Haul roads

(US$m)

3.0

Mine Infrastructure - Exploration Access

(US$m)

0.5

Mine Infrastructure - General Buildings

(US$m)

10.5

(US$m)

9.0

Power Supply

(US$m)

7.5

Water Supply

(US$m)

1.5

Coal Stockyard

(US$m)

29.0

Services

Coal Stockyard - Stacker

(US$m)

4.0

Coal Stockyard - Reclaimer

(US$m)

7.0

Coal Stockyard - Conveyor Systems

(US$m)

10.0

(US$m)

8.0

Rail Spur

Coal Stockyard - Load Out

(US$m)

40.0

Subtotal

(US$m)

298.0

Project Implementation

(US$m)

45.0

Rate

(%)

Contingency

(US$m)

Contingency Rate

(%)

Total

(US$m)

15.00%
34.0
10.00%
376.0
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Figure 6-8: Investment Capital

Table 6-6: Overall Capital Costs
Total
Investment Capital

(US$m)

376

Sustaining Capital

(US$m)

111

Total

(US$m)

487
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6.9.2 Operating Costs
A summary of the average unit operating costs is presented in Table 6-7.
Table 6-7: Unit Operating Costs
UNIT OPERATING COSTS, Real
Waste Mining

(US$/t waste)

2.22

South

(US$/t waste)

2.30

West

(US$/t waste)

2.12

(US$/t RoM)

2.23

South

(US$/t RoM)

2.31

West

(US$/t RoM)

2.12

(US$/t feed)

0.85

Discards Disposal

(US$/t discard)

0.06

Slimes Disposal

(US$/t slimes)

0.25

Rail Export

(US$/t
product)

12.00

Rail Tariff

(US$/tkm)

0.02

(US$/t
product)

5.00

ROM Coal 24% Ash Mining

Processing

Port

SRK adds the following:
•

The unit costs are life of mine weighted averages where the mining unit costs vary per
annum. The annual mining unit operating costs increase over time, as a result of the
deepening pits and increased waste haulage distances.

•

Mining costs are based on a ‘Contractor’ base case for the development of bulk
earthmoving rates and include a 15 % profit factor which SRK considers to be a
reasonable margin to be considered for the purposes of the Mining Study

•

Isandla Coal Consulting, a South African processing consultant, provided SRK with a
process unit cost of US$0.75/t feed. An additional US$0.10/t feed has been
incorporated to account for handling of ROM and product coal at the wash plant.

•

SRK applied a rail and port cost equivalent to US$17/t delivered on board at the port.
SRK has estimated a port cost of US$5/t and a rail unit cost of US$0.02/tkm which
was considered a fair estimate compared to coal rail transport costs in other countries
including South Africa. See Table 6.8 below for comparable global rail costs and the
calculation of the applied rail unit cost.

•

Import and export duties have not been taken into consideration at this level of study.

•

Unit operating costs are presented pre-contingency

In addition to the unit operating costs listed above, SRK has added a flat US$15 million per
annum for general and administration costs. These include amongst other things senior
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management and expatriates. The environmental and occupational health and safety
management costs are deemed to be included in the G&A.
SRK also notes that coal production in Mozambique is subject to a royalty rate of 3%.
SRK has estimated a mine closure cost of US$33 million to be spent in the last year of
production and the year thereafter. No annual contributions to an environmental fund or post
closure site monitoring costs have been considered for this level of study.

Table 6-8: Coal Export Rail Costs

June 2010

144

218061 NCondezi pp048-pp156

6/8/10

2:04 PM

Page 145

SRK Consulting (UK) Limited
Ncondezi Coal CPR

7

WORK PROGRAM

7.1

Introduction
This section describes the Company’s proposed Work Program which is inclusive of the
Operating Plan and Development Program. The main objective of the Work Program is to
move the Ncondezi Project to BFS status over a 24 month time frame, beginning July 2010
with completion by June 2012.
Details in respect of both the activities and associated expenditures are provided, including
SRK’s opinion on the overall appropriateness and merit of such expenditures.

7.2

Work Program Activities
The Company’s operating and development activities have been developed as part of the
Work Program.
The major activities that are related to the development of the Company are listed below:
•

fast track BFS process on licences 804L & 805L (the Ncondezi Project); and

•

setup of Ncondezi Project Field office and expansion of Tete office, including transport
and road infrastructure.

The major activities that are related to the administration and operation of the company are
listed below:

7.3

•

Head office and Ncondezi Services; and

•

Tete/Maputo operations.

Cashflow
The forecast Work Program capital expenditure requirements for the period July 2010 to June
2012 are US$47.2 million. SRK is of the opinion that the Company’s Work Program provides
an operational and development plan that is suitable and achievable.
The forecast expenditures for 2010 to 2012 as part of the Work Program are summarised in
Table 7.1 below.
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Table 7-1: Work Program Summary Breakdown 2010-2012
From
To

Jul-10
Dec-10
US$m

Jan-11
Dec-11
US$m

Jan-12
Jun-12
US$m

Total
US$m

% of total
%

9.1

20.8

4.4

34.3

73%

0.9

2.1

0.4

3.4

7%

2.9

-

-

2.9

6%

12.9

22.9

4.8

40.6

86%

2.2

3.0

1.4

6.6

14%

15.1

25.9

6.2

47.2

100%

Development Program
Ncondezi Project
Contingency 10%
Field office and
office capex
Sub-total
Corporate/Admin
(Operating)
Total

Tete
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8

DEVELOPMENT PROGRAM

8.1

Introduction
This section describes the development strategy proposed by the Company and is inclusive of
all required exploration and related feasibility work. Detail in respect of both the activities and
associated expenditures are provided including SRK’s opinion on the overall appropriateness
and merit of such expenditures.

8.2

Development Program
The Company’s Development Program, which is part of the larger Work Program, is
principally focused on a BFS on the Ncondezi Project. In order to achieve BFS on the
Ncondezi Project, detailed exploration and feasibility programs have been developed. SRK
supports the Company’s objective to work towards a BFS on the Ncondezi project as this is
the next major value benchmark for the Company. An Interim Report will be produced on
completion of the first drilling campaign and following an updating of the Mineral Resource
statement and whatever technical studies have been completed to that point. The BFS study
will build on, and refine outputs obtained from the Scoping Study which has already been
completed.

The Company’s exploration program will be focused on the South, North and West Blocks of
the Ncondezi Project, where most of the work to date has been carried out. In addition, the
exploration program will work to identify coal potential on all other blocks on the Ncondezi
Project (River, Central, North East, and East blocks), which have limited information at
present but the potential to host significant additional coal resources.
Planned exploration drilling on the Ncondezi Project is aimed at achieving the following
specific targets:
•

updated resource model including data on all coal blocks in the Ncondezi Project;

•

more comprehensive coal samples for test work with expected improvement in coal
yields;

•

better understanding of coking coal potential, quality and quantity in key blocks; and

•

facilitate and maximise transition of JORC coal resource classifications to measured
and indicated, and conversion to mineable reserves.

In addition to completing the exploration program on the Ncondezi Project, the Development
Program is also expected to complete all required independent engineering, environmental
and social impact feasibility studies essential for the BFS. This is expected to comply with all
licence obligations over the timeframe.
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The development work on the Ncondezi Project is planned for July 2010 to June 2012,
although all exploration work is expected to be completed by November 2011. Whilst the
ability to implement the necessary work in this time frame will be challenging, it is nonetheless
considered by SRK to be achievable.

8.2.1 Expenditure
The total expenditure on the Development Program is US$40.6 million as detailed in Table
7.1 above. This comprises the Ncondezi Project, field office and Tete office capex, and, an
allowance of 10% for contingencies.
The Company forecasts expenditure on the Ncondezi Project to complete all drilling and
related technical activity required, which also includes BFS, environmental and social work
requirements, to total US$34.3 million and is summarised in Table 8.1 below.
Table 8-1: Financial Summary for Ncondezi Project Development Activities 2010-2012
Key work
stream

Cost

% of Total

(US$m)

Cost
Includes 270 core holes and 50 percussion holes or
64,000 m across all blocks.

Drilling

9.4

27%
Sighting of boreholes to be finalised with input from
McElroy Bryan Geological Services Pty Ltd and SRK.

BFS

5.7

17%

Includes all geological, engineering, environmental and
social studies required for completion of BFS.

Assay

4.6

13%

Includes wash, coking coal, large diameter and
processing test work.

Geology

3.2

9%

Includes costs of geologists and field technicians with
associated labour. Also includes services to be provided
by a consultant.

Owners
team

3.0

9%

Consultants: engineering, geological, processing and
environmental.

Exploration
supervision

2.0

6%

Exploration manager, senior geologists and procurement
manager.

Geophysics

1.2

3%

Downhole logging and aeromag surveys.

Field office

1.0

3%

Field office operations and communications.

VAT/WHT

4.2

13%

34.3

100%

TOTAL

Mozambican VAT or withholding tax will be applicable to
all work done depending on whether or not services are
provided in Mozambique.

June 2010

148

218061 NCondezi pp048-pp156

6/8/10

2:04 PM

Page 149

SRK Consulting (UK) Limited
Ncondezi Coal CPR

8.2.2 Drilling Program
The drilling program on the Ncondezi Project has been developed primarily to provide the
required meters drilled to get the South, North and West Blocks to measured and indicated
JORC classifications. The drilling program will also include holes in the River, Central, North
East and East blocks to determine their coal potential, preferably to achieve a JORC
classification.

All holes will be geophysically logged and all cored holes will undergo wash analysis and
additional coking holes will be drilled where initial drilling indicates both good swelling
characteristics and visual confirmation of vitrinite.

The Ncondezi Project proposed drilling program for July 2010 to November 2011 is detailed
below in Table 8.2 and in summary this comprises:
•

270 core holes and 50 percussion holes;

•

54,000 m of core drilling, 10,000 m of percussive drilling; and

•

40,909 laboratory samples including proximate, coking and wash test analysis.

Table 8-2: Ncondezi Project Proposed Drilling Program 2010-2011
No. of Cored
Holes

No. Percussive
Holes

Metres
Drilled

No. of Samples

North

31

-

6,200

4,697

South

58

-

11,600

8,788

West

31

-

6,200

4,697

Central

40

10

10,000

6,061

Location

Target JORC
Classification
Between measured
and indicated
Measured
Between measured
and indicated
Inferred

River

15

5

4,000

2,273

Inferred

North East

60

15

15,000

9,091

Inferred

East

35

20

11,000

5,303

Inferred

Total

270

50

64,000

40,909

Notes:
•

Assumes 25% of hole is coal zone and 3 samples taken per metre

•

Specific hole locations and spacing to be finalised

•
•

All drilling related costs are based on historic costs
Average depth of 200m (based on historical drilling results)

The above drilling summary is based on assumptions that are subject to change. Specific
hole locations and spacing are to be finalised with input from SRK and McElroy Bryan
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Geological Services Pty Ltd (“MBGS”), a specialist coal geological consultant. The above
drilling program also excludes the drilling of large diameter drilling, which has been budgeted
for in the Ncondezi Project exploration program, but not included in the drilling program
above, as the locations of these holes will be determined as the program progresses.

June 2010

150

218061 NCondezi pp048-pp156

6/8/10

2:04 PM

Page 151

SRK Consulting (UK) Limited
Ncondezi Coal CPR

9

RISKS AND OPPORTUNITIES

9.1

Introduction
The following section includes a summary of the principal risks and opportunities as they may
relate to the Ncondezi Project. Both general country and economic risk items are identified, in
addition to those which are specific to the Ncondezi Project.

9.2

General Risks and Opportunities
The Ncondezi Project is subject to certain inherent risks, which to some degree apply to all
participants of the coal mining industry in Mozambique. These include:
•

Commodity Price Fluctuations – depend upon the demand-supply balance for coal,
which is impacted by the cost of importing similar coals internationally from South
Africa, Columbia etc and in addition, production cost levels for coal in major producing
countries. These variations could affect the predicted revenue stream. There is a
growing and strong demand for both sea-borne thermal and coking coals from China,
India and Brazil, which could help long term prices remain at moderate to high level.

•

Inflation Rate Fluctuations - specifically related to the macro-economic policies of the
individual countries. Most mining contracts are for fixed periods and not subject to
arbitrary inflation. Every attempt will be made to pre-determine and define contract
escalation figures.

•

Country Risk - specifically including political, economic, legal, tax, operational and
security risks. Since the early 1990s, Mozambique has undergone a series of
remarkable transitions; where powerful neighbours once strove to destabilize the
country, they now seek to guarantee and gain from its stability.

•

Legislative Risk - specifically future changes to legislation relating to tenure, mining
activity, labour, occupational health, safety and environmental. The Mozambique
government is stable and unlikely to impede development projects. The Ncondezi
Project should have governmental support, especially since it will lower unemployment
in the region and mining is being positively encouraged within Mozambique.

•

Environmental Risk o

Changes to environmental laws, regulations and licensing in Mozambique. Well
established mining and environmental laws and licensing processes are already in
place that are reasonably well aligned with international standards. Mining takes
priority over other land uses when its economic and social benefits are greater.

o

Generation of acidic effluents - resulting from the presence of pyrite in coal
products, coarse waste materials and tailings. The potential to identify and
quantify generation of acidic effluents from different materials at an early stage,
underpins the development of appropriate preventative, management and
treatment options.
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9.3

o

Land Usage for Open Pits - removal of soils and vegetation and subsequent
excavation for the recovery of coal. Progressive backfilling (with wastes) and
restoration can reduce the interim land area disturbed significantly.

o

Waste Management and Disposal - land sterilisation by surface disposal of coarse
wastes and tailings. Some coarse wastes can be progressively backfilled into the
open pits to reduce the overall area of land sterilised by waste disposal.

•

Flood or drought – the region has been subjected to numerous flood events in recent
years. Long-term meteorological data will be sourced and used to assess the risk of
flood and drought. Topographic data can be used to map potential risk areas.

•

Domestic Power Station – there is potential to supply a thermal coal feed to a minemouth power station. Other coal projects in the area have similar requirements.
Riversdale and Vale have recently indicated that they are assessing the possibility of
building coal fired power stations in the Tete area.

•

Logistical Constraints - remain a bottleneck to production due to the current limited rail
and shipping capacities. Development of transport routes to the Nacala Port will
improve the coal export potential considerably.

Asset Specific Risks and Opportunities
The Exploration Licences are subject to certain inherent risks, which are specific to this asset.
These include:
•

Market Conditions – the scoping study suggests that a thermal product of a 24% ash,
6,000 kcal/kg GAR export thermal coal product could be attained at reasonable yields.
Revenue based upon such product is difficult to predict. This risk will be further
mitigated by undertaking a detailed analysis of the probable products and markets,
based upon more detailed drilling and seam analysis. Further studies are required to
determine the current market requirements and likely future needs for East African
coals. In 2011, Vale and Riversdale are expected to be exporting a similar product
from Mozambique.

•

Coking Coal Potential – blend of coking coal and PCI grade coal. The major risk is
prediction based on the limited analyses that have been undertaken to date. These
have however identified a blend of coking and PCI grade coal which shows coking coal
potential. Additional work is required to confirm this potential.

•

Geology and Resources - the geology of the Tete area is still not well understood in
terms of the impacts of faults, dykes and very variable sedimentary deposition of the
coal horizons. There are also large areas still unproven in terms of detailed drilling.
These are the Central, East, River and North East blocks. The Central and River
blocks have limited drill-hole coverage while the remainder have none. SRK considers
that these areas have possible upside potential, which will be tested with more
intensive drilling and sampling as detailed in the Company’s development program.
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•

Environmental Risk
o

Baseline Studies - physical, biological and socio-economic are incomplete. Well
established guidelines for undertaking high quality and robust baseline studies are
readily available and highly qualified independent environmental consulting firms
can be retained to support and manage desktop and field studies.

o

Impact Assessment and Management - the impact assessment process and
resulting management plans require regular reviews throughout the bankable
feasibility study stages. As yet, detailed plans do not exist. Well established
guidelines and standards for high quality and robust impact assessments and the
development of management plans are readily available and highly qualified
independent environmental consulting firms can be retained to support and
manage the impact assessment process and development of environmental
management plans.

•

Rail Export Costs - yet to be negotiated and will have a significant impact on the
viability of coal projects in this area.

•

Mine Scheduling - the scoping study optimisation work indicates that the mining risk
(uncertainties in mining input parameters) can be minimised. This will require more
detailed work in future studies.
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10

CONCLUDING REMARKS

10.1

Introduction
The following section includes a summary of SRK’s opinion on the Exploration Licences and
the accompanying Mineral Resource statement and the merits of the Work Program as
proposed by the Company.
SRK has conducted a comprehensive review and assessment of all material issues of which it
is aware likely to influence the future operations of the Exploration Licences. The base data
upon which the Mineral Resources and Work Program as stated herein, as provided and
taken in good faith by SRK, have been reviewed and adjusted by SRK where considered
appropriate. The data has been compiled to a Scoping Study standard and as such there is
considerable work yet to be done to arrive at definitive conclusions on the cost and viability of
mining and delivery of economically viable coal from the licence areas.

10.2

Mineral Resources
As at 1 March 2010, the Company has JORC Code compliant Mineral Resources containing
totalling some 1.81 Bt with 1.16 Bt in the Inferred category, 0.62 Bt in the Indicated category
and 0.02 Bt in the Measured category.
Potential exists to significantly increase the overall tonnage and to upgrade the currently
defined Mineral Resources.

10.3

Project Potential
SRK considers that good potential exists to increase the resources of thermal coal within
Licences 804L and 805L both within existing resource blocks and also the Central and River
blocks.
There is also considered to be potential for coking coal but this needs considerable further
work.
Potential also exists in the undrilled North East and East blocks, as the BGS studies have
shown that these areas are also underlain with coal bearing Karoo Outcrop.

10.4

Work Program
The Company has developed detailed exploration and feasibility programs principally focused
on achieving a BFS on the Ncondezi Project by July 2012. SRK supports the Company’s
objective to work towards a BFS on the Ncondezi Project as this is the next major value
benchmark for the Company.

Planned exploration drilling on the Ncondezi Project is aimed at improving the following
specific targets:
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•

Updated resource model including data on all coal blocks in the Ncondezi Project.

•

More comprehensive coal sampling for test work on both coking coal potential and
expected improvement in coal yields.

•

Better understanding of coking coal potential, quality and quantity in key blocks.

•

Facilitate and maximise transition of JORC coal resource classifications to measured
and indicated and conversion to mineable reserves.

In addition to completing the Exploration Program on the Ncondezi Project, the Development
Program is also expected to complete all required independent engineering, environmental
and social impact feasibility studies essential for the BFS. This is expected to comply with all
licence obligations over the timeframe.

The development work on the Ncondezi Project is planned for July 2010 to June 2012,
although all exploration work is expected to be completed by November 2011. Whilst the
ability to implement the necessary work in this time frame will be challenging it is nonetheless
considered by SRK to be achievable.
SRK considers the Work Program to be appropriately defined and warranted given the
Mineral Resources delineated to date.

For and behalf of SRK Consulting (UK) Limited

Bill Hatton,
Principal Consultant,
SRK Consulting

Richard Oldcorn,
Corporate Consultant,
SRK Consulting
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GLOSSARY OF TERMS
3D modelling

Three-dimensional modelling using computer software.

Acidic effluents

Mine water that contains free sulphuric acid, mainly derived from
the weathering of iron pyrites.

ACT Laboratories

Advanced Technology Pty Limited

Admission Document

The admission document published in connection with the
Company’s application to the AIM.

Aeromagnetic survey

A technique of geophysical exploration of an area using an airborne
magnetometer.

AIM

AIM Market operated by the London Stock Exchange.

AIM Rules

The rules of AIM companies, February 2010.

Air dried basis

The moisture content of coal after it has been dried to equilibrium
by air under standard conditions of temperature and humidity.

AMCI

American Metals and Coal International.

AMSL

Above mean sea level.

Anorthosites

Intrusive igneous rock characterized by a predominance of
plagioclase feldspar and a minimal mafic component.

Anticline

An upward fold or arch of rock strata.

Antrhracite

A hard, high quality coal with very low volatile content.

Aquifer

An underground bed or layer of permeable rock, sediment, or soil
that contains and transmits water.

Archaean age

That period of geological time prior to 2.5 x 109 years before
present, being the earliest part of the Pre-Cambrian.

Ash %

Percentage ash in coal.

ASTM

American Society for Testing and Materials.

Base Information Date

The reference date for information used by the CPR, being 1 March
2010.

Basement

An underlying geological complex that behaves as a unit mass and
does not deform by folding.

Bathymetric survey

A survey carried out to map the topography and features of the bed
of an ocean, lake, river or other body of water.

Batter angles

Angle of side slopes of an open pit excavation.

Bench

Offset (step) cut into the side of open-pit mines.

Beneficiation plant

Processing plant for mineral extraction.

BFS

Bankable Feasibility Study.
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BGS

British Geological Survey.

BID

Base Information Date.

Block model

A three-dimensional spatial representation used to quantify the
geology and economics of a mineral deposit.

Borehole

Any deep or long drill-hole.

Bulk density

The density of a bulk sample.

Bulk sample

A large sized sample, usually larger than standard borehole size.

Cahora Basa

Africa’s fourth-largest artificial lake, situated in the Tete Province in
Mozambique.

Caking property

The capability of some coals which, when heated to certain
temperatures, soften, become pasty and agglutinated, while the
volatile matter, driven out through the sticky substance, causes it to
become a cellular mass, yielding a coke or char on cooling.

Calliper logs

A graphic record showing the diameter of a drilled hole at each
depth at which measurements are obtained.

Carboniferous

Producing or containing carbon or coal.

Cash flow

Refers to the movement of cash into or out of a business, a project,
or a financial product.

Catch berm

A ledge at the bottom of a pit wall, bank or cutting, used to catch
material which might roll down the slope.

CCFB

Consortium consisting of state railway company CFM and Indian
companies Rites Limited and Ircon International Limited.

CDN

Northern Development Corridor.

CFM

Mozambique Ports and Railways.

Coal bearing strata

Strata which contains coal.

Coal blending

Coals of different qualities blended to achieve a uniform quality.

Coal block

A defined volume of strata, usually rectangular in plan view, which
contains coal.

Coal horizon

A stratigraphic layer of coal deposits.

Coal measures

A series of coal-bearing rocks formed in the upper Carboniferous
period - the uppermost series of the Carboniferous system.

Coal plies

Individual layers of coal which may be separated from other plies by
non-coal material.

Coal rank

Indicates the degree of coalification that has occurred for a
particular coal.

Coal specific gravity

The density of coal.

Coal washing module

A discrete module of a coal benificiation (washing) plant.
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Coal zone

Seam structures with cumulative thicknesses of inter-banded coals
and mudstone partings.

Coal zone wireframes

Computer modelling representation.

Coalification

The formation of coal by the gradual heating and compression of
organic matter, normally via peat.

Coke oven fabric

A retort in which coal is converted to coke by carbonization.

Coking coal

A coal suitable for coke manufacture, with lower volatile content
that bituminous coal.

Company

Ncondezi Coal Company Limited.

Composite

Combining more than one sample result to give an average result
over a larger aggregated sample.

Compressional movement

Compression of rock strata due to movement.

Conglomerate

A detrital sedimentary rock.

Contractor base case

Bulk earth moving basic rates of charge

Core box

A box for holding drill hole core samples.

Core drilling

The process of obtaining cylindrical rock samples by means of
annular-shaped rock-cutting bits rotated by a borehole-drilling
machine.

Core holes

Holes produced from core drilling.

CP

The Competent Person as defined by the JORC Code, who
assumes overall professional responsibility for the Mineral Resource
Statements as presented in a report.

CPR

Competent Persons’ Report for the purpose of the AIM rules.

Cretaceous

That period of geological time from 135 million to 63 million years
ago.

CRI

Coking reactive index.

Cross-bedding

Cross-stratification in which the cross-beds are more than a
specified thickness.

Crucible swelling number

A measure of the increase in volume of a coal when heated in the
absence of air.

Crushed zones

Zone of crushing in rock or mineral.

CSN

Crucible swelling number.

Current bedded layers

Layers in a sedimentary deposit caused by the action of water
currents during deposition.

CV

Calorific value.

Datamine

Mine planning software and services.

DDPM

Dial divisions per minute.
159

218061 NCondezi pp157-pp168

6/8/10

2:05 PM

Page 160

Deltaic deposition

Deposition of sediments in a river deltaic environment.

Density

Mass per unit volume.

Detrital sedimentary lithology

Transported and deposited sediments.

Devolatilisation

The loss of volatile constituents and the resulting proportional
increase in carbon content during coalification.

Digital geological model

A computer based geological model.

Dip of the strata

The inclination of the strata from the horizontal, measured at right
angles to the strike.

Discards disposal

Disposal of processing plant discard material.

Discounted cash flow

A way of estimating the value of an investment in today’s money by
adjusting future cash flows to get their present value.

Dolerite

Any dark, igneous rock composed chiefly of silicates of iron and
magnesium with some feldspar.

Downhole logging

Geophysical logging by lowering of probes down a borehole, to
measure physical properties.

Drill hole collar survey

The surveyed location of the top of a drill hole.

Drill recoveries

The percentage recovery from a cored drill hole.

Dwyka Group

The lowermost and oldest deposit in the Karoo Supergroup basin,
South Africa.

Dyke

A tabular igneous intrusion that cuts across the bedding or foliation
of the surrounding rock.

Ecca Group

Stratigraphic sequence in Southern Africa containing coal deposits.

Economic pit shell

A defined volume in the shape of an open pit mine shell, which is
deemed to be economic in terms a mining.

EIA

Environmental Impact Assessment.

EMP

Environmental Management Plan.

ENRC

Eurasian Natural Resources Corporation PLC.

Equator Principles

A set of voluntary environmental and social guidelines for ethical
project finance. These principles commit banks and other
signatories to not finance projects that fail to meet these guidelines.

Exploration and Prospecting Licence The exclusive right to research the mineral resources covered by
the licence and to construct the temporary installations necessary
for prospecting and research. These are issued by the
Mozambique government.
Exploration Licences

Licences 804L and 805L being 100% held by ZEC.

Extensional faulting

A fault that vertically thins and horizontally extends portions of the
Earth’s crust.
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Fault

A slip-surface between two portions of the earth’s surface that have
moved relative to each other. A fault is a failure surface and is
evidence of severe earth stresses.

Fault categories

Categorisation of faults.

Fixed carbon

The solid, combustible residue remaining after removal of moisture,
ash, and volatile materials from coal, coke, and bituminous
materials.

Float and sink analysis

Use of a series of heavy liquids diminishing (or increasing) in density
by accurately controlled stages for the purpose of dividing a sample
of crushed coal into gravimetric fractions either equal-settling or
equal-floating at each stage.

Float fraction

Material that is lighter than a given density, in a dense medium
separation plant.

Fluvio-glacial

Pertaining to the processes and actions of a river/stream and
glacier.

Free swelling index

A measure of the increase in volume of a coal when heated in the
absence of air, which test to evaluate whether a coal is suitable for
production of coke.

FSA

Financial Services Authority.

FSI

Free swelling index.

Gabbro

One of a family of granular intrusive rocks.

GAR

Gross as-received.

Geisler plastometer

Instrument to measure coal plasticity.

Geological losses factor

A factor applied to a coal resource to allow for underlying
uncertainty in the geological data.

Geological zone/coding picks

The determination from geophysical or lithological logs of the top
and base of seam/zone location.

Geotechnical mapping

The mapping of geotechnical features.

GeX

Geoscientific and Exploration Services.

Gondwana

Gondwana Empreendimentos e Consultorias Limitada.

Graben-controlled basin

A block of strata that lies between two faults and has moved
downward to form a depression between the two adjacent fault
blocks.

Green-field coal exploration

Exploration in a previously unmined area.

Greenstones

Zones of variably metamorphosed mafic to ultramafic volcanic
sequences with associated sedimentary rocks.

Ground water

Water present in rock mass.

Ground-truthing

Used in cartography, meteorology, analysis of aerial photographs,
satellite imagery and a range of other remote sensing techniques in
which data are gathered at a distance.
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Haul road

A road built to carry heavily loaded trucks in an open pit.

Hydrogeology

The area of geology that deals with the distribution and movement
of groundwater in the soil and rocks.

IFC

International Finance Corporation.

Indicated resource

That part of a Mineral Resource for which tonnage, densities,
shape, physical characteristics, grade and mineral content can be
estimated with a reasonable level of confidence.

Indurated

The process of becoming hardened.

Inferred resource

That part of a Mineral Resource for which tonnage, grade and
mineral content can be estimated with a low level of confidence.

Inliers

An area or formation of older rocks completely surrounded by
younger layers.

Insitu coal tonnage

In the natural or original position. Applied to coal when occurring in
the situation in which it was originally formed or deposited.

Intruded

To thrust (molten rock) into pre-existing rock.

IR spectroscopy

The part of spectroscopy that deals with the infrared region of the
electromagnetic spectrum.

ISO0999 accredited

A standard of accreditation for quality management systems.

Joint

A divisional plane or surface that divides a rock and along which
there has been no visible movement parallel to the plane or surface.

JORC Code

The 2004 Australasian Code for Reporting of Exploration Results,
Mineral Resources and Ore Reserves as published by the Joint Ore
Reserves Committee of the Australasian Institute of Mining and
Metallurgy, Australian Institute of Geoscientists and Minerals
Council of Australia.

Karoo Supergroup

Stratigraphic sequence in Southern Africa containing coal deposits
(Carboniferous – Cretaceous).

Karstic aquifer

An irregular limestone in which erosion has produced fissures,
sinkholes, underground streams, and caverns.

Land sterilisation

Land rendered sterile by the surface disposal of coarse wastes and
tailings.

Landsat ETM

Any of various satellites operated by US government organizations,
used to gather data for constructing images of the Earth’s surface,
with ETM being a type of sensor.

LAS

Log ASCII Standard (LAS) – a standard file format common in the
oil and gas industry, used to characterise subsurface stratigraphy in
a well-bore.

Laterite soil

Types of soil rich in iron and aluminium, formed in hot and wet
tropical areas.

Limn

The Flow Sheet Processor.
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Lithology

The character of a rock described in terms of its structure, colour,
mineral composition, grain size, and arrangement of its component
parts.

LSE

London Stock Exchange.

Maputo

Capital of Mozambique.

Mass-balanced

Balancing by mass flow.

Matrix

A rectangular array of elements (or entries) set out by rows and
columns.

MBGS

McElroy Bryan Geological Services Pty Ltd.

Measured resource

That part of a Mineral Resource for which tonnage, densities,
shape, physical characteristics, grade and mineral content can be
estimated with a high level of confidence.

Metallurgical

Of or relating to metallurgy.

Metamorphic gneissose

Coarse-grained metamorphic rock, formed under conditions of
high temperature and pressure.

Metasediments

A metamorphic rock formed from sedimentary rock.

MICOA

Mozambican Ministry for Coordination of Environmental Affairs.

Micromine

Mine planning software and services.

Mine closure cost

Costs associated with the closure of a mine.

Mineral resource

A natural resource in the form of minerals.

Mineral Resource

A deposit of a natural, solid, inorganic or fossilized organic
substance in such quantity and at such grade or quality that
extraction of the mineral at a profit is or may be possible.

Mineral Resource Statement

A statement of mineral resources in accordance with the JORC
Code.

Mining Certificate

Grants exclusive right to undertake small scale mining operations
(Mozambique).

Mining Concession

Granted for a period that is based on the economic lifespan of the
mine or the mining operations, but not exceeding 25 years or the
area necessary for mining operations (Mozambique).

Mining dilution

Contaminating material added to the mined coal during mining.

Mining Pass

Grants exclusive right to undertake small scale mining operations
(Mozambique).

Mining schedule

A schedule by time period of mining quantities, qualities and costs.

Mining titles

A claim, exclusive prospecting license, right, concession, or lease.

Moisture %

Percentage moisture content.

Mudstone

An indurated mud having the texture and composition of shale.
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Natural gamma

Natural gamma radiation given off by rocks or minerals.

Ncondezi Services

Ncondezi Services (UK) Limited is a UK subsidiary of Ncondezi
Coal Company that provides technical and financial services to the
Ncondezi Coal Company.

Nomad

Nominated Advisor under the AIM rules for Nominated Advisors
dated February 2007.

Outcrop

A portion of bedrock or other stratum protruding through the soil
level.

Overburden

Layers of soil and rock covering a coal seam.

Parting

A layer of rock in a coal seam.

PCI

Pulverized Coal Injection.

Percussion drill

A drill, usually air powered, that delivers its energy through a
pounding or hammering action.

Percussion holes

Holes drilled by percussive means.

Permian

A geologic period that extends from about 299 Mya to 248 Mya.

Permo-carboniferous age

The Permian and Carboniferous periods considered as one unit.

Phanerozoic sedimentary strata

The part of geologic time for which there is abundant evidence of
life, especially higher forms, in the corresponding rock, essentially
post-Precambrian.

Plasticity

The plastic behaviour of rock.

Pore pressure

The internal water pressure in pores of rock or mineral.

Porosity

The amount of pore space in a rock or mineral.

Post-Karoo formations

Stratigraphic unit (Cretaceous to Quaternary) in South Africa.

Precambrian

That period of time from the consolidation of the Earth’s crust to the
base of the Palaeozoic.

Pre-Karoo formations

Stratigraphic unit (Precambrian basement) in Africa.

Pre-stripping

Removal of waste rock before mining of ore in an open pit.

Product

A mineral product.

Productive series

The most prolific coal-bearing part of a formation.

Prospectus Rules

The prospectus rules published by the FSA from time to time and
governed by the UKLA.

Quaternary

The geologic time period after the Neogene Period roughly 1.8
million years ago to the present.

Raw ash

The ash content in a raw sample of coal.

Raw coal losses

The amount of coal lost during mining.

RD

Relative density.
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Reclaimer

A coal washplant unit for reclaiming coal product from a stockpile
or dump.

Reconnaissance Licence

Grants non-exclusive access to an area and the right to construct
the necessary installations for undertaking reconnaissance
(Mozambique).

Resource model

A model of the JORC resource.

RF

Revenue factor.

Roga index

The caking properties of coals.

ROM

Run of mine.

Run-of-mine

Coal as it comes from the mine prior to screening or any other
treatment.

S

Sulphur.

Sandstone

A sedimentary rock consisting of quartz sand united by some
cementing material, such as iron oxide or calcium carbonate.

Saprolite zone

A deposit of clay and disintegrating rock that is found in its original
place.

Scoping study

A technical study following a conceptual study which seeks to
determine the scale and scope of a mining development.

Scout drill

Initial exploration drilling.

Seam

A stratum or bed of coal.

SEC

The United States Securities and Exchange Commission.

Sedimentological

Sediments such as sand, mud (silt), and clay, and the processes
that result in their deposition.

Semi-soft coal

A type of coking coal that can be blended with a hard coking coal
to produce an acceptable hard coke.

Shale

A fine-grained detrital sedimentary rock, formed by the
consolidation (esp. by compression) of clay, silt, or mud.

Slimes

Coal processing plant waste product of small size.

SMS

Sound Mining Solution Central Africa (PTY) Limited.

SOx

Sulphur dioxide.

Spatial continuity

Continuity in space.

Sponge iron

Finely divided, porous iron, reduced from an oxide at a temperature
below the melting point.

SRK

Steffen, Robertson and Kirsten (Pty) Limited.

Stamp charging

A coal density enhancement technique.

Strata

One of several parallel layers of material arranged one on top of
another.
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Stratigraphic unit

A unit of strata.

Stratigraphy

A branch of geology, which studies rock layers and layering
(stratification), primarily used in the study of sedimentary and
layered volcanic rocks.

Strip Ratio

The ratio of waste tonnes to raw coal tonnes.

Sub-crop

An occurrence of strata beneath the subsurface of an inclusive
stratigraphic unit that succeeds an unconformity on which there is
marked overstep.

Sulphur %

Percentage sulphur content.

Syncline

A fold in rock in which the strata dip inward from both sides toward
the axis. The opposite of anticline.

Tailings

Finely ground waste rock from which coal has been extracted.

Tectonic activity

Relating to causing, or resulting from structural deformation of the
earth’s crust.

Tenements

Property, such as land, rents, or franchises, held by one person
leasing it from another.

Tete

Provincial capital of Tete Province.

The Ncondezi Project

The exploration licences 804L and 805L.

Thermal Coal

Coal of a type that is usually burned to generate heat in power
stations.

Tillite

A consolidated or indurated sedimentary rock formed by lithification
of glacial till.

TMM

Total material movement.

Toe to crest

From base of slope to crest of slope.

Topography

The land surface.

Tracked Loading Units

Mine loading units with tracked propulsion rather than wheels.

Twinning

Duplicated drilling of boreholes performed as secondary check
against historical data.

UK

United Kingdom.

UKLA

United Kingdom Listing Authority.

Unconformity

Strata overlying older rock with different orientation.

Undiscounted cash flow

A method of valuing a project, company, or asset without using the
concepts of the time value of money.

Unit cash cost

Costs of production per unit of output.

Vale

Vale S.A.

VAT/WHT

Mozambican value added tax or withholding tax.
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Verticality survey

A downhole geophysical survey to check the verticality of a
drillhole.

Vitrinite

A maceral, or petrological unit of coal, analogous to a mineral in
non-organic rock.

VM %

Percentage volatile matter content.

Volumetrics

Calculations of volume.

Vulcan 3-D modelling

Three-dimensional modelling using Vulcan software.

Wash

Process through a washing plant.

Wash data analysis

Analyses performed on a range of coal fraction sizes and densities.

Wash plant

Coal processing plant.

Wash product

Coal product from wash plant.

WBG

World Bank Group.

Weathering profile

The profile of weathering in the ground.

Wheel Loading Units

Mine loading units with wheels.

Whittle Optimisation shell

An optimised pit shell created with Whittle mine modelling software.

ZEC

Zambezi Energy Corporation Limitada.

UNITS
%

Percentage

’

Minute of arc

°

Degree of arc

0C

Degree Celsius

Bt

Billion tonne

cm

Centimetre

g

Gramme

g/cm3

Grammes per cubic centimetre

ha

Hectare

k

One thousand units

kcal

Kilocalorie

kcal/kg

Kilocalorie per kilogram

kg

Kilogram

kj

Kilojule

km

Kilometre
167

218061 NCondezi pp157-pp168

6/8/10

2:05 PM

Page 168

km2

Square kilometre

kt

Thousand metric tonnes

ktpm

Thousand metric tonnes per month

m

Metre

m2

Square metre

m3

Cubic metre

Mj/kg

Mega-joules per kilogram

mm

Millimetre

Mt

Million metric tonnes

Mtpa

Million metric tonnes per annum

MW

Million Watts

sg

Specific gravity

t

Metric tonne

tpa

Tonnes per annum

tph

Tonnes per hour

US$

United States Dollar

US$/t

United States Dollars per tonne
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Appendix A
COAL ZONE ANALYSIS
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Zone 5

1.41
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Zone 4

Zone 2

0.99

Zone 3
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0.99

Zone 2

46.5
18.8
4.30

18.13

89.76

28.09

41.98

25.93

25.59

11.75

18.37

6.5

4.44

49.3

Average
Thickness

46.5
18.8
4.30

28.6

200.57

51.99

65.99

35.99

35.00

13.92

50.38

2.72

9.69

83.5

Max.
Thickness

Flat
Flat
Flat

Majority within 0-6,
locally up to 11.
0-4 or less.

Almost horizontal0-2

Almost horizontal0-2

Generally 0-5. Locally
up to 6.
Generally 0-3. Slight
dip towards east. .

Generally 0-5, up t0
11

Generally 0-3, locally
up to 12. .

0-2, locally up to 8

0-2, locally up to 8

0-2, occasional 5

Dip

None
None
None

Normal fault – north to south strike
with 180m down-throw to the east
North to south fault in east of
areas

Normal fault 60m throw –60 m
down-throw to the north side of
fault.
Normal fault east-west, with downthrow to the north of 90m
No faulting modelled.

None modelled.

None

No faults detected in modelling

Wholly within a down-throw zone

Wholly within a down-throw zone.

Arcuate Normal – throw @ 65m-

Faulting

June 2010

Covers most of the North Block. Large normal fault splits the Zone
from n-s. Gently folded synclines and anticlines across the area.
A fragmented zone across the block, split into three discrete areas.
The two easterly areas are faulted by the same fault that intersects
Zone 1.
Small zone with very little data to base model upon.
Small zone with very little data to base model upon.
Small zone with very little data to base model upon.

Very gentle dips – series of gentle antiform and synform structures.
E-W fault with down-throw to north of West Area 3
Gently dipping to east. No faulting. Zone covers most of the West
Area 3.

Covers a small area of the south of West Block Area 3. Gently folded
but plunging to the East by 1.5 degrees.
Covers a large proportion of the West Block Area 3. Faulted with EW normal fault, with Gentle syncline and anticline folding

The deepest Zone in South, covers all of the block . Gently dipping
to south and east but gently folded into a series of anticline and
synclines.
Only present in the central downthrown area. Gently folded anticline
in centre but synclines on the flanks.
Only present in the central downthrown area. Gently folded anticline
in centre but synclines on the flanks
One larger area centrally and one smaller area to north east of block.
Gently folded but dipping slightly to the east Possibly a faulted
section un-modelled where dips > 10
Small synclinal area of coal towards south of block.
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Appendix B
WASH ANALYSIS GUIDE
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Appendix B: Wash Analysis Guide

Wash Analysis Guide
Coal is a heterogeneous mixture of organic and inorganic (mineral) material that varies from seam to
seam and also horizontally and vertically within the same seam. This heterogeneous aspect of coal
influences the physical properties that determine how coal can be mined, cleaned and utilised. The
coal seams were deposited in sedimentary environments that have variable amounts of organic and
inorganic matter. Coal washing or beneficiation is mostly based upon the fact that raw coal can be
physically separated into clean coal and refuse because of the specific gravity difference between the
two fractions.
In general the two constituents of coal are the organic compounds and the mineral matter with the
organic compounds having a lower specific gravity. The effective specific gravity of the organic
proportion is dependent on the rank of the coal but generally ranges from 1.2 to 1.9. The mineral
matter is generally heavier and has a SG greater than 2.0. The proportion of these fractions, as
determined by the washability test, determines the coal cleaning characteristics.
The theoretical washability of a coal is determined by sink-float testing. The test is performed by
placing a sample of coal in progressively heavier specific gravity baths (a series of denser liquids) and
scooping off the material that floats. Table 1 and Figure 1 below show the proportion of the coal that
would be separated at a specific density. The range of the densities is usually from 1.2 to 2.0.
Commencing at the lowest density liquid the crushed samples are immersed and a record of the
percentage of floating and sinking material is recorded. The ‘floats’ at a specific medium are tested for
proximate analysis and any other tests deemed necessary (such as Roga/Swelling etc). The sinking
fraction is then immersed in the next density in the sequence and so on.
The wash curve can be produced as a series of single plots or cross-plots of the cumulative
percentage of floats versus the floats ash % and also the specific gravity of the DMS medium. The
significance of this is that the amount of coal and mineral matter/discard can be determined for a
specific relative density, so enabling a product of specified ash to be produced using dense medium of
a pre-determined density. The cumulative percentage of the ‘floats’ medium is known as the yield of
the process at a certain density. Excellent wash plants can operate at consistent yields of 80% plus,
however the physical nature of the organic and inorganic mix of the seam constituents also dictates
how difficult a coal horizon can be to beneficiate.
Note: The data presented in tables below has been selected for demonstration purposes and is not
specific to any project.
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Appendix B: Wash Analysis Guide

Table 1 – Theoretical Washability Data (Not Ncondezi data)

June 2010
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Appendix B: Wash Analysis Guide

Figure 1 – Wash Curve Outputs (data from Table 1 (not Ncondezi output))

June 2010
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Appendix C
SOUTH BLOCK MODELLING
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South Block – Whittle Pit Shell, Drilling and Ground Surface

June 2010
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South Block - Slice through Pit Roof & Floor Surfaces
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PART V
ADDITIONAL INFORMATION

1. RESPONSIBILITY STATEMENTS
1.1 The Company and the Directors accept responsibility for the information contained in this document
including, individual and collective responsibility, for the Company’s compliance with the AIM Rules.
To the best of the knowledge and belief of the Company and the Directors (having taken all
reasonable care to ensure that such is the case), the information contained in this document is in
accordance with the facts and makes no omission likely to affect the import of such information.
1.2 SRK, whose address appears on page 9 of this document accepts responsibility for the information
contained in Part IV of this document. To the best of the knowledge and belief of SRK (having taken
all reasonable care to ensure that such is the case), the information contained in Part IV of this
document is in accordance with the facts and makes no omission likely to affect the import of such
information.

2. INCORPORATION AND STATUS OF THE COMPANY
2.1 The Company was incorporated in the British Virgin Islands on 30 March 2006 under the name of
Reeza Global Limited with registered number 1019077 as a BVIBC with limited liability under the BVI
Act. On 7 December 2009 the Company changed its name to Ncondezi Coal Company Limited.

PR I 1.1
PR I 1.2
PR III 1.2

PR I 23.1
PR III 1.1

PR I 5.1.1/5.1.2/
5.1.3/5.1.4

2.2 The liability of the members of the Company is limited.
2.3 The principal legislation under which the Company operates is the BVI Act and the regulations made
thereunder.

PR I 5.1.1

2.4 The registered office of the Company is at Palm Grove House, PO Box 438, Road Town, Tortola,
British Virgin Islands. The Company’s principal place of business is situated at Sydney Vane House,
Admiral Park, St Peter Port, Guernsey GY1 3EL, Channel Islands. The Company’s telephone number
at its principal place of business is +44 (0)1481 729 466.

PR I 5.1.4(iv)

3. THE SUBSIDIARIES
3.1 The Company’s sole purpose is to act as the investment holding company of the Group.

PR I 7.1

3.2 Following Admission, the Company will have three wholly owned subsidiaries, namely Zambezi 1,
Zambezi 2 and Ncondezi Services. In addition, Zambezi 1 owns 99 per cent. and Zambezi 2 owns
one per cent. of ZEC. Information on these subsidiaries are:

Date and
Place of
Incorporation

Field of
Activity

13 November 2009,
United Kingdom
Zambezi Energy Corporation Holdings 1 Limited
8 May 2007,
Mauritius
Zambezi Energy Corporation Holdings 2 Limited
8 May 2007,
Mauritius
Zambezi Energy Corporation Limitada
14 December 2005,
Mozambique

Services
company
Holding
company
Holding
company
Mining
exploration

Name
Ncondezi Services (UK) Limited
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Percentage
of issued
share capital
owned
(directly or
indirectly)
by the
Company
100
100
100
100

PR I 7.2

4. SHARE CAPITAL OF THE COMPANY
4.1 As at the date of this document the Company has an unlimited number of no par value shares and
the number of Ordinary Shares issued is 83,789,474.
4.2 At the date of incorporation, the Company had one ordinary share of US$1 issued and fully paid. On
incorporation, the Company was authorised to issue 50,000 shares with a par value of US$1 each.
Since incorporation, there have been the following changes in the authorised and issued shares of
the Company:

PR I 21.1.1
PR I 21.1.1

PR I 21.1.1

4.2.1

on 24 May 2006 pursuant to a resolution of the Directors dated the same day one Ordinary
Share was issued to Artemis Nominees Limited as nominee for Tete Holdings;

4.2.2

on 11 May 2007 pursuant to the Shareholders’ Agreement, 849 Ordinary Shares were issued
to Artemis Nominees Limited as nominee for Tete Holdings;

4.2.3

on 17 May 2007 pursuant to the Shareholders’ Agreement, 150 Ordinary Shares were issued
to Dos Santos;

4.2.4

on 25 May 2010 pursuant to a written resolution of the Shareholders dated 24 May 2010, the
Memorandum was amended to be an unlimited number of shares of no par value;

PR I 21.1.7

4.2.5

on 25 May 2010, pursuant to a written resolution of the Shareholders dated 24 May 2010
each issued ordinary share of US$1 was divided into 80,000 Ordinary Shares of no par value,
of which 68,000,000 Ordinary Shares were held by Artemis Nominees Limited as nominee for
Tete Holdings and 12,000,000 were held by Dos Santos;

PR I 21.1.1

4.2.6

on 27 May 2010, pursuant to a resolution of the Directors dated 21 May 2010, 3,600,000
Ordinary Shares were issued to Ogier Employee Benefit Trustee Limited as trustee of the
Ncondezi Employee Benefit Trust 1. These Ordinary Shares are held as nominee for selected
management of the Company and the Ncondezi Employee Benefit Trust 2 who are the joint
beneficial owners under the LTIP.

4.2.7

on 27 May 2010, pursuant to certain anti-dilutive provisions contained in the Shareholders'
Agreement, 189,474 Ordinary Shares were issued to the Dos Santos as a result of the issue
of Ordinary Shares described in paragraph 4.2.6 above.

4.3 Prior to Admission, pursuant to the Strata Buy Back Agreement 2,366,369 Ordinary Shares will be
issued to Tete Holdings and 1,645,037 Ordinary Shares will be issued to Strata in consideration of
the capitalisation of certain sums due to Tete Holdings and Strata, respectively as described in
paragraph 13.11 below.

PR III 4.6

4.4 On Admission, the Company will issue 28,956,454 new Ordinary Shares pursuant to the Placing.
4.5 On Admission 2,400,000 Ordinary Shares will be issued to Ogier Employee Benefit Trustee Limited
as trustee of the Ncondezi Employee Benefit Trust 1. These Ordinary Shares are held as nominee for
selected management of the Company and the Ncondezi Employee Benefit Trust 2 who are the joint
beneficial owners under the LTIP.
4.6 Under the Memorandum and Articles, pursuant to an ordinary resolution and a special resolution,
following Admission:
4.6.1

the Directors are generally and unconditionally authorised to exercise for the period ending on
the earlier of the Company’s next annual general meeting and 31 December 2011 (the “First
Allotment Period”) all the powers of the Company to issue relevant securities comprising
equity securities up to:
(a)

an aggregate number equal to 60 per cent. of the Enlarged Issued Shares reduced by
the number of Shares issued pursuant to the authorities referred to in paragraph 4.6.1(b)
in connection with a Rights Issue; or

(b)

otherwise, an aggregate number equal to 30 per cent. of the Enlarged Issued Shares as
reduced by the number of shares issued pursuant to the authority referred to in
paragraph 4.6.1(a);
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during the First Allotment Period, the Directors are empowered to issue equity securities
wholly for cash pursuant to and within the terms of the authority referred to in paragraph 4.6.1
above:
(a)

in connection with a Rights Issue;

(b)

pursuant to a Specific Authority; and

(c)

otherwise than in connection with a Rights Issue or an issue pursuant to a Specific
Authority up to an aggregate number equal to 15 per cent. of the Enlarged Issued
Shares;

4.6.3

by such authority and power referred to in paragraphs 4.6.1 and 4.6.2 above, the Directors
may, during the First Allotment Period, make offers or agreements which would or might
require securities to be issued after the expiry of the First Allotment Period; and

4.6.4

for the purposes of this paragraph Employee Share Scheme, Rights Issue and Specific
Authority shall have the meaning set out in paragraph 6.1.3 of this Part V.

4.7 The Placing Shares in issue following Admission will rank pari passu in all respects with the Existing
Ordinary Shares, including the right to receive all dividends and other distributions declared, made or
paid after Admission on the Ordinary Shares.

PR I 21.1.6

4.8 3,600,000 Ordinary Shares are, and on Admission an additional 2,400,000 Ordinary Shares will be,
subject to joint share ownership rights pursuant to the LTIP details of which are set out in paragraph
12 of this Part V.

PR I 21.1.5

4.9 On Admission warrants in respect of 1,447,822 Ordinary Shares will be issued to the Joint Brokers.
Further details are provided in paragraph 13.4 of this Part V.

PR I 21.1.4

4.10 Save as disclosed in paragraph 4.8 and 4.9 above:
4.10.1 no shares or loan capital of the Company has been issued or is proposed to be issued, fully
or partly paid, either for cash or for a consideration other than cash;
4.10.2 no shares or loan capital of the Company is under option or is the subject of an agreement,
conditional or unconditional, to be put under option; and
4.10.3 no commission, discounts, brokerage or other special term has been granted by the
Company or is now proposed in connection with the issue or sale of any part of the shares
or loan capital of the Company.

5. BVI LAW
The Company is registered in the BVI as a BVIBC and is subject to BVI law. English law and BVI law differ
in a number of areas, and certain differences are summarised below, although this is not intended to
provide a comprehensive review of the applicable law. The Company has incorporated equivalent
provisions in its Memorandum and Articles to address the material elements of these differences (further
details are provided in paragraph 6 “Memorandum and Articles of Association” below).
5.1 Shares
Subject to the BVI Act and to the memorandum and articles, the directors have the power to offer,
issue, grant options over or otherwise dispose of such shares. A BVIBC may amend its memorandum
to increase, subdivide, combine or decrease its shares authorised or issued.
5.2 Financial assistance
Financial assistance to purchase shares of a BVIBC or its holding company is not prohibited under
BVI law. Practice is to treat such actions as a distribution and requires that the directors determine
that, immediately following the grant of the assistance, the BVIBC will be able to meet its debts as
they fall due and that the value of the company’s assets will exceed its liabilities (the “Solvency Test”).
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5.3 Purchase of own shares
Save for limited circumstances, and subject to satisfaction of the Solvency Test and the provisions of
its memorandum and articles, a BVIBC may purchase, redeem or otherwise acquire its own shares.
5.4 Dividends and distribution
Subject to the provisions of its memorandum and articles, the directors may declare dividends in
money, shares or other property provided they determine the Company will be able to satisfy the
Solvency Test immediately after the distribution.
5.5 Protection of minorities
The BVI Act provides for various remedies to be available to shareholders who alleged that the
Company’s actions are prejudicial to them, including the right to be able to apply for restraining and
compliance orders; derivative actions; personal actions; and representative actions against the
Company.
5.6 Management
Subject to the provisions of its memorandum and articles of association, a BVIBC is managed by its
board of directors, each of whom has authority to bind the company. Directors are required under BVI
law to act honestly and in good faith with a view to the best interests of the BVIBC, and to exercise
the care, diligence and skill that a reasonable director would exercise, taking into account but without
limitation; (i) the nature of the company; (ii) the nature of the business and (iii) the position of the
directors and the nature of the responsibilities taken.
5.7 Accounting and audit
A BVIBC is obliged to keep financial records that (i) are sufficient to show and explain the company’s
transactions; and (ii) will, at any time, enable the financial position of the company to be determined
with reasonable accuracy. There is no statutory requirement on the Company (given its present
business activities) to audit or file annual accounts in the BVI.
5.8 Exchange control
A BVIBC is not subject to any exchange control regulations in the BVI.
5.9 Stamp duty
No stamp duty is payable in the BVI in respect of instruments relating to transactions involving
BVIBCs, as more fully described in paragraph 18 of this Part V.
5.10 Transactions with directors
Under BVI law, a transaction entered into by a BVIBC in which a director is interested is voidable
unless (i) such interest was disclosed prior to the company entering into the transaction or (ii) it was
not required to be disclosed as it is a transaction between the company and the director in the
ordinary course of the company’s business and on usual terms and conditions. Furthermore, a
transaction entered into by a company in respect of which a director is interested is not voidable by
the company if (i) the material facts of the interest of the director in the transaction are known by the
shareholders entitled to vote at a meeting of shareholders and the transaction is approved or ratified
by a resolution of shareholders or (ii) the company received fair value for the transaction.
5.11 Redemption of minority shares
The BVI Act provides that, if permitted by its memorandum and articles of association, members holding
90 per cent. or more of all the voting shares of a BVIBC may instruct the directors to redeem the shares
of the remaining shareholders. The directors shall be required to redeem the shares of the minority
shareholders, whether or not the shares are by their terms redeemable. The directors must notify the
minority shareholders in writing of the redemption price to be paid for the shares and the manner in
which the redemption is to be effected. In the event that a minority shareholder objects to the
redemption price to be paid and the parties are unable to agree the redemption amount payable, the
BVI Act sets out a mechanism whereby the shareholder and the BVIBC may each appoint an appraiser,
who will together appoint a third appraiser and all three appraisers will have the power to determine the
fair value of the shares to be compulsorily redeemed. Pursuant to the BVI Act, the determination of the
three appraisers shall be binding on the BVIBC and the minority shareholder for all purposes.
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5.12 Inspection of corporate records
Shareholders of a BVIBC may inspect on giving written notice to the company
(i)

the memorandum and articles;

(ii)

the register of members;

(iii)

the register of directors; and

(iv)

minutes of meetings and resolutions of members and of those classes of members of which
he is a member.

However, the directors may refuse such request in relation to items (ii) to (iv) or limit the inspection of
such documents including limiting the ability to be able to make copies of or take of extracts from the
documents on the grounds that inspection would be contrary to the interests of the BVIBC.
A register of charges must be maintained in the office of the company’s registered agent whilst either
the original or a copy of the register of directors and members will suffice. These may be inspected
with the BVIBC’s consent, or in limited circumstances pursuant to a court order.
5.13 Insolvency
BVI law makes provision for both voluntary and insolvent winding-up of a BVIBC, and for appointment
of a liquidator. The shareholders or the directors may resolve to wind up the BVIBC voluntarily. If it is
the directors who resolve to commence the winding-up, they must prepare a plan of dissolution.
Where the shareholders resolve to commence the winding-up, they will approve a plan of liquidation
prepared by the directors.
The BVIBC and any creditor may petition the court, pursuant to the Insolvency Act 2003, for the
winding-up of the BVIBC upon various grounds, inter alia, that the BVIBC is unable to pay its debts
or that it is just and equitable that it be wound up.
5.14 Takeovers
There are no provisions governing takeover offers analogous to the City Code applicable in the BVI.
5.15 Mergers
Generally, the merger or consolidation of a BVIBC requires shareholder approval. However, a BVIBC
parent company may merge with one or more BVI subsidiaries without member approval, provided
that the surviving company is also a BVIBC. Members dissenting from a merger are entitled to
payment of the fair value of their shares unless the BVIBC is the surviving company and the
shareholders continue to hold a similar interest in the surviving company. BVI law permits BVIBCs to
merge with companies incorporated outside the BVI, provided the merger is lawful under the laws of
the jurisdiction in which the non-BVI company is incorporated.
Under BVI law, following a domestic statutory merger or consolidation, one of the companies is
subsumed into the other (the “Surviving Company”) or both are subsumed into a third company (a
“consolidation”). In either case, with effect from the effective date of the merger, the Surviving
Company or the new consolidated company assumes all of the assets and liabilities of the other
entity(ies) by operation of law and other entities cease to exist.

6. MEMORANDUM AND ARTICLES OF ASSOCIATION
Subject to the BVI Act and any other BVI law, the Company under its Memorandum has, irrespective of
corporate benefit, full capacity to carry on or undertake any business or activity, do any act or enter into
any transaction and full rights, powers and privileges for those purposes. For the purposes of section 9(4)
of the BVI Act, there are no limitations on the business that the Company may carry on.
The following is a description of the rights attaching to the Ordinary Shares based on the Company’s
Articles and BVI law. This description does not purport to be complete and is qualified in its entirety by the
full terms of the Articles.
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6.1 Authority of Board to issue shares
6.1.1 The Directors are generally and unconditionally authorised to exercise for each Allotment
Period all the powers of the Company to issue relevant securities up to:

6.1.2

(a)

an aggregate number equal to the Rights Issue Allotment Number in connection with a
Rights Issue;

(b)

otherwise, an aggregate number equal to the Allotment Number;

PR I 21.2.2
PR III 4.5

During each Allotment Period, the Directors are empowered to issue securities wholly for cash
pursuant to and within the terms of the authority referred to above:
(a)

in connection with a Rights Issue;

(b)

pursuant to a Specific Authority; and

(c)

otherwise than in connection with a Rights Issue Specific Authority up to an aggregate
number equal to the Non-Pre-emptive Number;

in each case, the Directors may, during the Allotment Period, make offers or agreements
which would or might require relevant securities and/or equity securities to be issued after the
expiry of the Allotment Period.
6.1.3

For the purposes of this paragraph:
(a)

the “Allotment Period” means a period (not exceeding five years on any occasion) for
which the authorities referred to in paragraph 6.1.1 above is renewed or extended by
resolution of the Company in general meeting stating the Allotment Number and the
Rights Issue Allotment Number for such period and/or by special resolution of the
Company in general meeting stating the Employee Share Allotment Number;

(b)

the “Allotment Number” shall be that stated in the relevant resolution renewing or
extending the authority referred to in paragraph 6.1.1(a) above for such period or, in
either case, any increased amount fixed by resolution of the Company;

(c)

“Employee Share Scheme” means any scheme for providing incentives to employees
and Directors involving share options, allocations of Ordinary Shares, share appreciation
rights or other similar matters involving shares or debt obligations of any kind of the
Company;

(d)

“Non-Pre-emptive Number” shall be that stated in the relevant special resolution
renewing or extending the power referred to in paragraph 6.1.2 above for such period
or, in either case, any increased amount fixed by special resolution;

(e)

“Rights Issue” means an offer of equity securities open for acceptance for a period
fixed by the Directors to: (i) holders on the register on a record date fixed by the Directors
of Ordinary Shares in proportion to their respective holdings (for which purpose holdings
in certificated and uncertificated form may be treated as separate holdings); and (ii) other
persons so entitled by virtue of the rights attaching to any other equity securities held by
them, but subject in both cases to such exclusions or other arrangements as the
Directors may deem necessary or expedient in relation to fractional entitlements or legal
or practical problems under the laws of, or the requirements of any recognised
regulatory body or any stock exchange in, any territory;

(f)

“Rights Issue Allotment Number” shall be that stated in the relevant resolution
renewing or extending the authority referred to in paragraph 6.1.1 above for such period
or, in either case, any increased amount fixed by resolution of the Company; and

(g)

“Specific Authority” means an approval for issuance of Shares in relation to a
particular transaction approved by a special resolution of Shareholders.

Subject to paragraph 6.1.1 above, the Company shall not issue equity securities to any
person whether or not such person is already a Shareholder, unless such securities are first
offered to the Shareholders in proportion to the number of the existing shares held by them
respectively, unless the Company shall by special resolution otherwise direct. The above
provisions shall not apply to:
(a)

a particular issue of equity securities if these are to be paid for otherwise than in cash;
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(b)

shares to be held under an Employee Share Scheme; or

(c)

an issue of bonus shares.

Shares in the Company shall be capable of being issued for cash or other property provided
that an ordinary resolution of the Directors has been passed stating that:
(a)

the amount to be credited for the issue of the Ordinary Shares;

(b)

their determination of the reasonable present cash value of the non-money
consideration for the issue; and

(c)

in their opinion, the present cash value of the non-money consideration for the issue is
not less than the amount to be credited for the issue of the Shares.

6.2 Voting
Subject to any special terms as to voting or to which any shares may have been issued, at a meeting
of Shareholders, on a show of hands every Shareholder who, being an individual, is present in person
or, being a corporation is present by a duly authorised representative, has one vote, and on a poll
every Shareholder has one vote for every share of which he is the holder.
6.3 Dividends
6.3.1 Subject to the BVI Act and the Directors being satisfied, on reasonable grounds, that,
immediately after the payment of the dividend, the value of the Company’s assets will exceed
its liabilities and the Company will be able to pay its debts as and when they fall due (the
“Solvency Test”), the Company at a general meeting may declare dividends to be paid to
Shareholders according to their rights and interests in the profits available for distribution, but
no dividend shall be declared in excess of the amount recommended by the Board.
6.3.2

Subject to the BVI Act and the Directors being satisfied the Company satisfies the Solvency
Test, the Directors may from time to time pay to the Shareholders such interim dividends as
appear to the Directors to be justified by the position of the Company.

6.3.3

No unpaid dividend, bonus or interest shall bear interest as against the Company.

6.3.4

Any dividend unclaimed after a period of 12 years from the date it became due for payment
shall be forfeited and shall revert to the Company.

6.4 Return of capital
The capital and assets of the Company on a winding-up or other return of capital shall be applied in
repaying to the holders of shares the amounts paid up or credited as paid up on such shares and
subject thereto shall belong to and be distributed accordingly to the number of such shares held by
them respectively.
6.5 Transferability of Ordinary Shares
6.5.1 All transfers of Ordinary Shares which are in certificated form may be effected by transfer in
writing signed by the transferor. The instrument of transfer shall be executed by or on behalf
of the transferor and contain the name and address of the transferee. All transfers of Ordinary
Shares which are in uncertificated form may be effected by means of a relevant system (as
defined in the Articles).
6.5.2

The Directors may, in the case of shares in certificated form, in their absolute discretion refuse
to register any transfer of shares (not being fully-paid shares), provided that any such refusal
does not prevent dealings in partly paid Ordinary Shares or disturb the market in the shares.
In addition, the Directors may, subject to the CREST regulations, refuse to register a transfer
of shares (whether fully-paid or not) in favour of more than four persons jointly or made to or
by an infant or a person with a mental disorder.

6.6 Variation of rights
The rights attached to any class of shares for the time being issued may from time to time (whether
or not the Company is being wound-up) be varied by a resolution passed at a meeting by the holders
of seventy five per cent. of the issued shares of that class.
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6.7 Changes in shares
The Company may by resolution of the Directors consolidate and divide any of its shares into shares
of a larger amount and sub-divide its shares into shares of a smaller amount.
6.8 Disclosure of interests and restrictions on Ordinary Shares
6.8.1 Notwithstanding the provisions of the BVI Act, the provisions of Chapter 5 of the Disclosure
and Transparency Rules shall apply to the Company as if it were a UK issuer and are deemed
to be incorporated into the Articles.
6.8.2

PR I 21.2.8

PR I 21.2.7

The Company may by notice in writing require a person whom the Company knows or has
reasonable cause to believe to be or, at any time during the three years immediately
preceding the date on which the notice is issued, to have been interested in shares
comprised in the Company’s relevant authorised and issued shares:
(a)

to confirm that fact or (as the case may be) to indicate whether or not it is the case; and

(b)

where he holds or has during that time held an interest in shares so comprised, to give
such further information as may be required in accordance with the Articles.

6.8.3

A notice shall require any information given in response to the notice to be given in writing
within such reasonable time as may be specified in the notice. If the requisite reply is not
received with the timeframe specified in the notice, a further notice will be sent asking the
person(s) or Shareholder(s) in question to show cause within a specified time why
disenfranchisement action by the Company should not be taken in respect of their shares.

6.8.4

If the Shareholder is still unable to respond to the initial request or show such cause, then the
Company may issue a notice of disenfranchisement (which shall take effect in the manner set
out in sub-paragraphs (a) to (d) below:
(a)

any agreement to transfer or transfer of shares or, in the case of unissued shares, any
transfer of the right to be issued with such shares, and any issue of them, is void;

(b)

no voting rights are exercisable with respect to the shares until further notified by the
Company;

(c)

no further shares shall be issued in right of them or in pursuance of any offer made to
their holder; and

(d)

except in a liquidation of the Company, no payment shall be made of any sums due from
the Company on the shares.

6.9 Purchase of own shares
The Company may purchase, redeem or otherwise acquire any of its own shares with Shareholder
consent, unless the BVI Act or the Memorandum and Articles permit such shares to be purchased or
redeemed without such consent.
6.10 General meetings
6.10.1 An annual general meeting shall be called by at least 21 clear days’ notice. All other general
meetings shall be called by at least 14 clear days’ notice.

PR III 4.3

PR I 21.2.5

6.10.2 For the purposes of determining which persons/are entitled to attend or vote at a meeting
and how many votes such person may cast, the Directors may fix as the record date the date
of the notice of the meeting a time or such other date specified in the notice, being a date
not earlier than the notice.
6.10.3 No business shall be transacted at any meeting of the shareholders unless a quorum is
present when the meeting proceeds to business. A meeting of the Shareholders is duly
constituted if there is present in person or by proxy not less than two Shareholders entitled
to vote on matters to be considered at the meeting, including any adjourned meeting. A
quorum may comprise a single Shareholder or proxy.
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6.11 Untraced Shareholders
Subject to the BVI Act, the Company may sell any shares of a Shareholder or person entitled thereto
who is untraceable, if during a period of 12 years, at least three dividends in respect of the shares in
question have become payable and the cheques or warrants for all amounts payable to such
Shareholder or person in respect of his shares have remained uncashed or mandated dividend
payments have failed and the Company has received no indication of the existence of such
Shareholder or person. The net proceeds of sale shall belong to the Company but the Shareholder
or person who had been entitled to the shares shall become a creditor of the Company in respect of
those proceeds.
6.12 Sanctions on Shareholders
A holder of Ordinary Shares loses his rights to vote in respect of Ordinary Shares if and for so long as
he or any other person appearing to be interested in those shares fails to comply with a request by
the Company under the Articles requiring him to give particulars of any interest in those Ordinary
Shares. The sanctions which may be applied by the Company include not only disenfranchisement
but also the withholding of the right to receive payment of dividends and other monies payable on,
and restrictions on transfers of, the Ordinary Shares concerned.

PR I 21.2.2

6.13 Directors Fees
6.13.1 The Directors (other than those holding executive office with the Company or any subsidiary
of the Company) shall be paid by way of fees for their services at such rate and in such
proportion as the Board may resolve, a sum not exceeding an aggregate of £350,000 per
annum or such larger amount as the Company may by resolution of Directors determine.
6.13.2 The Directors shall also be paid all such reasonable expenses as they may incur in attending
or returning from meetings of the Company or of the Board or any committee or otherwise in
connection with the business of the Company or the proper exercise of their duties.
6.14 Directors’ Conflicts of Interest
6.14.1 A Director shall forthwith after becoming aware of the fact that he is interested in a transaction
entered into or to be entered into by the Company, disclose the interest to the other Directors
except if the relevant transaction is between the Director and the Company and is or is to be
entered into in the ordinary course of business and on an arm’s length basis.
6.14.2 The Directors may (subject to such terms and conditions, if any, as they may think fit to
impose from time to time, and subject always to their right to vary or terminate such
authorisation) authorise, to the fullest extent permitted by law:
(a)

any matter which would otherwise result in a Director infringing his duty to avoid a
situation in which he has, or can have, a direct or indirect interest that conflicts, or
possibly may conflict, with the interests of the Company and which may reasonably be
regarded as likely to give rise to a conflict of interest (including a conflict of interest and
duty or conflict of duties);

(b)

a Director to accept or continue in any office, employment or position in addition to his
office as a Director of the Company and may authorise the manner in which a conflict
of interest arising out of such office, employment or position may be dealt with, either
before or at the time that such a conflict of interest arises,

provided that for this purpose the Director in question and any other interested Director are
not counted in the quorum at any board meeting at which such matter, or such office,
employment or position, is approved and it is agreed to without their voting or would have
been agreed to if their votes had not been counted.
6.14.3 A Director shall not, by reason of his office, be accountable to the Company for any benefit
which he derives from any matter, or from any office, employment or position, which has been
approved by the Directors (subject in any such case to any limits or conditions to which such
approval was subject).
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6.15 Votes and Directors’ Interests
6.15.1 A Director who is in any way, whether directly or indirectly, interested in a proposed or existing
contract with the Company must declare the nature and extent of that interest to the other
Directors unless it cannot reasonably be regarded as likely to give rise to a conflict of interest.

PR I 21.2.2

6.15.2 A Director shall not vote, and shall not be counted in a quorum, in respect of any contract,
transaction, arrangement or any other proposal in which he has an interest which (together
with any interest of any person connected with him) is to his knowledge a material interest
(otherwise than by virtue of shares or debentures or other securities of or otherwise through
the Company), except that this prohibition shall not apply to:
(a)

the giving of any security, guarantee or indemnity in respect of money lent or obligations
incurred by him or any other person at the request of or for the benefit of the Company
or any of its subsidiaries;

(b)

the giving of any security, guarantee or indemnity in respect of a debt or obligation of the
Company or any of its subsidiaries for which he himself has assumed responsibility in
whole or in part under a guarantee or indemnity or by the giving of security;

(c)

any contract or arrangement by a Director to participate in the underwriting or subunderwriting of any offer of shares, debentures or other securities of the Company or
any of its subsidiaries for subscription, purchase or exchange;

(d)

any contract or arrangement concerning any other company in which the Director and
any persons connected with him do not to his knowledge hold an interest in shares (as
that term is used in sections 820 to 825 of the Companies Act 2006) representing one
per cent. or more of either any class of the equity shares, or the voting rights, in such
company;

(e)

any arrangement for the benefit of Directors or employees of the Company or any
directors or employees of its subsidiaries which does not award him any privilege or
benefit not generally awarded to the other persons to whom such arrangement relates;

(f)

any proposal concerning any insurance which the Company is empowered to purchase
and/or maintain for or for the benefit of inter alia any Directors of the Company;

and the Company may in general meeting at any time suspend or relax any such prohibitions
or ratify any transaction not duly authorised by reason of a contravention of a prohibition.
6.16 Qualification shares
The Directors are not required to hold shares in order to be a Director.
6.17 Retirement
At each annual general meeting of the Company one-third (or the nearest number to one-third) of the
Directors shall retire from office by rotation. The Directors to retire in every year shall be those who
have been longest in office since their last election but as between persons who became directors
on the same day, those to retire shall (unless they otherwise agree among themselves) be determined
by lot. In addition, any Director who would not otherwise be required to retire shall retire by rotation
at every third Annual General Meeting after his last appointment or re-appointment. A retiring Director
shall be eligible for re-election. The Company may from time to time by resolution of Directors appoint
any person to be a Director. The Directors may also from time to time appoint a Director to fill a
vacancy or as an addition to the existing Directors. Any Director appointed to fill a vacancy, shall have
a term of appointment that does not exceed the term that remained when the person who ceased to
be a Director ceased to hold office or as an addition to the Board, shall hold office only until the
dissolution of the annual general meeting following next after his appointment, unless he is
re-appointed during the meeting. A Director so retiring shall not be taken into account in determining
the number of Directors who are to retire by rotation at such meeting.
6.18 Executive office
The Board may from time to time appoint one or more Directors to be the holder of any executive
office for such period and on such terms as it decides as it considers necessary or expedient.
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6.19 Borrowing powers
The Articles provide that the aggregate principal amount from time to time remaining undischarged
of all moneys borrowed by the Company (exclusive of intra-group borrowings) shall not, without the
previous sanction of an ordinary resolution of the Company, exceed US$200,000,000.
6.20 Takeover offers
6.20.1 Where any person (other than the Depositary):
(a)

acquires, whether by a series of transactions over a period of time or not, securities
which (taken together with securities held or acquired by persons acting in concert with
such person) represent 30 per cent. or more of the voting rights of the Company; or

(b)

who, together with persons acting in concert with such person, holds not less than
30 per cent. but not more than 50 per cent. of the voting rights and such person, or any
person acting in concert with such person, acquires additional securities which will
increase his or her percentage of the voting rights,

then the Board shall be entitled but not obliged to require such person to extend an offer, on
the basis set out in the Articles, to the holders of all issued shares of the Company.
6.20.2 In respect of any offer(s) made in accordance with the Articles:
(a)

no acquisition of securities which would give rise to the obligation to make an offer may
be made if the making or implementation of such offer would or might be dependent on
the passing of a resolution at any meeting of shareholders of the offeror or upon any
other condition, consent or arrangement.

(b)

such offers must be unconditional if the offeror holds securities representing more than
50 per cent. of the voting rights before the offer is made.

6.20.3 An offer must, in respect of each class or series or shares, be in cash (or be accompanied by
a cash alternative) at not less than the highest price paid by the offeror for shares of that class
or series during the offer period and within 12 months prior to its commencement. An offer
must be made in writing and publicly disclosed, and must be open for acceptance for a
period of not less than 30 days and, if the offer is made conditional as to acceptances and
becomes or is declared unconditional as to acceptances, the offer must remain open for not
less than 14 days after the date on which it would otherwise have expired.
6.20.4 If an offeror shall fail to comply with the relevant provisions of the Articles, or shall fail to
comply with such offeror’s obligations under the offer, and shall persist in such failure after
written notice from the Company to such person or persons, the Board may:
(a)

require such person or persons to provide such information as the Board considers
appropriate;

(b)

make an award for costs against the defaulter;

(c)

determine that some or all of the securities held by the defaulter be sold;

(d)

direct that the defaulter shall not be entitled to exercise any voting rights; and/or

(e)

direct that no distributions shall be paid in respect of all or any of the shares of the
Company held by the defaulter.

6.21 Compulsory purchase
6.21.1 If an offeror has, by virtue of acceptances of the relevant offer, acquired or contracted to
acquire 90 per cent. or more of the voting rights confirmed by the shares to which the offer
relates, it may, by written notice (“Squeeze Out Notice”) to the holders of shares to which the
offer relates who have not accepted such offer require them to sell such shares at the same
price per share offered by any person identified by the offeror.
6.21.2 If a minority shareholders, on the expiration of not less than 30 days from the service of the
Squeeze Out Notice, shall not have transferred his shares to the person identified by the
offeror, the Directors may authorise any person to execute and deliver on the relevant
Shareholder’s behalf any necessary transfer in favour of the offeror and, provided the
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Company has received the purchase money in respect of such shares, the Directors shall
thereupon (subject to the transfer being duly stamped (if necessary)) cause the name of the
offeror to be entered into the share register as the holder of the relevant shares. The Company
shall hold the purchase money in trust for the minority shareholder but shall not be bound to
earn or pay interest thereon.

7. INTERESTS OF THE DIRECTORS
7.1 The interests (all of which are beneficial unless otherwise stated) of the Directors and their immediate
families and the persons connected with them (within the meaning of section 252 of the UK 2006 Act)
in the issued shares of the Company or the existence of which could, with reasonable diligence, be
ascertained by any Director as at the date of this document and as expected to be immediately
following Admission are as follows:
At the date of this document

Name
Richard Stuart
Graham Mascall
Estêvão Pale
Nigel Sutherland
Colin Harris
Mark Trevan
1

No. of
Ordinary
Shares

Percentage of
Issued
Shares

No. of
Ordinary
Shares over
which LTIP
awards have
been made

Nil
Nil1
Nil
Nil
Nil
Nil

Nil
Nil
Nil
Nil
Nil
Nil

Nil
3,200,000
Nil
Nil
Nil
Nil

PR I 17.2

Immediately following Admission
No. of
Ordinary
Percentage of
Shares over
No. of
Enlarged
which LTIP
Ordinary
Issued
awards have
Shares
Shares
been made
Nil
336,130
Nil
Nil
Nil
Nil

Nil
0.28
Nil
Nil
Nil
Nil

100,000
3,200,000
75,000
75,000
75,000
75,000

Prior to the Minority Shareholder Buy Back Agreements becoming effective, further details of which are set out in paragraph
13.12 of this Part V.

7.2 Save as disclosed above, none of the Directors (or persons connected with the Directors within the
meaning of section 252 of the UK 2006 Act) has or will have any interest, immediately following
Admission, whether beneficial or non-beneficial, in any share or loan capital of the Company.

8. DIRECTORS’ SERVICE AGREEMENTS AND LETTERS OF APPOINTMENT
8.1 Graham Mascall entered into an agreement with Ncondezi Services (“the Employer”) to act as chief
executive officer on 3 June 2010 with effect from 1 December 2009. Mr Mascall works four days a
week in this role. His term of employment is for an indefinite period terminable on three months’ notice
by either the Employer or Mr Mascall. The Employer may at any time and in its absolute discretion
terminate the agreement with immediate effect and make a payment in lieu of notice equal to three
months’ salary. Mr Mascall will receive an annual salary of £250,000 payable by equal monthly
instalments in arrears. This amount includes all fees in respect of Mr Mascall’s appointment as a
director of the Company. His salary will be reviewed annually, with the first review on or before 30
November 2010. The Employer may, in its absolute discretion pay to Mr Mascall a bonus of such
amount payable at such times as may from time to time be determined by the remuneration
committee. Subject to his ongoing eligibility, he will be entitled to private medical cover, PHI cover, life
assurance cover and membership of a defined contribution occupational pension scheme with a
contribution of a maximum of 15 per cent. of his gross annual salary. He will be entitled to 25 days’
holiday per annum. The agreement contains detailed provisions regarding confidentiality, intellectual
property and other matters and post-termination restrictive covenants applicable for 12 months after
the termination. Mr Mascall is also entitled to a further payment if there is a change of control of the
Company and within six months of the change, Mr Mascall's employment is terminated by either the
Company or Mr Mascall, save where the Company is entitled to terminate the agreement for cause.
The payment, which is payable within 3 months of the employment terminating, will be 100 per cent
of the base salary or where the change of control is at a price below the valuation of the Company
on Admission, 50 per cent of the base salary.
8.2 Graham Mascall entered into an agreement with the Company to act as an executive director on
3 June 2010 with effect from the date of the agreement. The appointment is for an indefinite period
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subject to twelve weeks’ notice by either party at any time and also subject to the Articles. Mr Mascall
receives any fees payable on account of his appointment under his employment agreement described
above. He is subject to confidentiality obligations and provisions relating to conflicts of interest. In the
event of termination of his appointment, however caused, he has agreed he will not be entitled to any
compensation for the loss of office.
8.3 Richard Stuart entered into an agreement with the Company to act as non-executive chairman on
3 June 2010 with effect from the date of the agreement. The appointment is for an indefinite period
subject to twelve weeks’ notice by either party at any time and also subject to the Articles. Mr Stuart
will receive an annual fee of £70,000 payable in monthly instalments in arrears. This fee will be
reviewed annually and any increase will be entirely at the discretion of the Company. He will not be
entitled to any bonus, pension or other benefits. He is subject to confidentiality obligations and
provisions relating to conflicts of interest. In the event of termination of his appointment, however
caused, he has agreed he will not be entitled to any compensation for the loss of office.
8.4 Estêvão Pale entered into an agreement with the Company to act as a non-executive director on
3 June 2010 with effect from the date of the agreement. The appointment is for an indefinite period
subject to twelve weeks’ notice by either party at any time and also subject to the Articles. Dr Pale
will receive an annual fee of £40,000 payable in monthly instalments in arrears. This fee will be
reviewed annually and any increase will be entirely at the discretion of the Company. He will not be
entitled to any bonus, pension or other benefits. He is subject to confidentiality obligations and
provisions relating to conflicts of interest. In the event of termination of his appointment, however
caused, he has agreed he will not be entitled to any compensation for the loss of office.
8.5 Nigel Sutherland entered into an agreement with the Company to act as a non-executive director on
3 June 2010 with effect from the date of the agreement. The appointment is for an indefinite period
subject to twelve weeks’ notice by either party at any time and also subject to the Articles. Mr
Sutherland will receive an annual fee of £40,000 payable in monthly instalments in arrears. This fee
will be reviewed annually and any increase will be entirely at the discretion of the Company. He will
not be entitled to any bonus, pension or other benefits. He is subject to confidentiality obligations and
provisions relating to conflicts of interest. In the event of termination of his appointment, however
caused, he has agreed he will not be entitled to any compensation for the loss of office.
8.6 Colin Harris entered into an agreement with the Company to act as a non-executive director on
3 June 2010 with effect from the date of the agreement. The appointment is for an indefinite period
subject to twelve weeks’ notice by either party at any time and also subject to the Articles. Mr Harris
will receive an annual fee of £40,000 payable in monthly instalments in arrears. This fee will be
reviewed annually and any increase will be entirely at the discretion of the Company. He will not be
entitled to any bonus, pension or other benefits. He is subject to confidentiality obligations and
provisions relating to conflicts of interest. In the event of termination of his appointment, however
caused, he has agreed he will not be entitled to any compensation for the loss of office.
8.7 Mark Trevan entered into an agreement with the Company to act as a non-executive director on
3 June 2010 with effect from the date of the agreement. The appointment is for an indefinite period
subject to twelve weeks’ notice by either party at any time and also subject to the Articles. Mr Trevan
will receive an annual fee of £40,000 payable in monthly instalments in arrears. This fee will be
reviewed annually and any increase will be entirely at the discretion of the Company. He will not be
entitled to any bonus, pension or other benefits. He is subject to confidentiality obligations and
provisions relating to conflicts of interest. In the event of termination of his appointment, however
caused, he has agreed he will not be entitled to any compensation for the loss of office.
8.8 The Company has granted awards under the LTIP to Graham Mascall and further awards will be
made to the non-executive directors on Admission. For further details please see paragraph 7 of this
Part V.
8.9 Save as disclosed above, there are no service contracts in existence or proposed between any
Director and the Company or any company in the Group.
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9. ADDITIONAL INFORMATION ON THE DIRECTORS
9.1 The names of all companies (excluding group companies) and partnerships of which the Directors
have been a director or partner at any time in the five years preceding the date of this document and
indicating whether they are current or past are set out below:
Director

Current Directorships/
Partnerships

Past Directorships/
Partnerships

Richard Stuart

Strata Limited
Tete Coal Holdings Limited
Garbett Limited
Strata Holdings Limited

Jumelles Limited
Mining Project Development
Congo SAU

Graham Mascall

Gemfields plc
Gemfields BVI Limited
London Mining plc

Caledon Resources plc
International Molybdenum
Limited
Anglo Asian Mining plc
Lubel Coal Company (UK)
Limited
Iberian Base Metals Public
Limited Company
Uramin UK Limited
Katanga Mining Limited
Lundin Mining Corporation
Eurozinc Mining Corporation
UraMin Inc

Estêvão Pale

Omegacorp Mozambique Limitada
Minerals of Mozambique Limitada

None

Nigel Sutherland

Mines Value Management Limited

None

Colin Harris

Mining Project Development Congo SAU Simfer S.A.

Mark Trevan

Caledon Resources Plc
Caledon Overseas Holdings Limited
Caledon Coal Pty Limited

9.2
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None
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None of the Directors has:
(i)

any unspent convictions in relation to indictable offences;

(ii)

had any bankruptcy order made against him or entered into any voluntary
arrangements;

(iii)

been a director of a company which has been placed in receivership, compulsory
liquidation, administration, been subject to a voluntary arrangement or any composition
or arrangement with its creditors generally or any class of its creditors whilst he was a
director of that company or within the 12 months after he ceased to be a director;

(iv)

been a partner in any partnership which has been placed in compulsory liquidation,
administration or been the subject of a partnership voluntary arrangement whilst he was
a partner in that partnership or within the 12 months after he ceased to be a partner in
that partnership;

(v)

been the owner of any asset or been a partner in any partnership which owned, any
asset which while he owned that asset, or while he was a partner or within the 12
months after he ceased to be a partner in the partnership which owned the asset
entered into receivership;

(vi)

been the subject of any public criticism by any statutory or regulatory authority (including
recognised professional bodies); or

(vii) been disqualified by a court from acting as a director of any company or from acting in
the management or conduct of the affairs of any company.
9.3 There are no outstanding loans granted or guarantees provided by the Company or any company in
the Group to or for the benefit of any of the Directors.
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9.4 None of the Directors or any person connected with them (within the meaning of section 252 of the
UK 2006 Act) is interested in any related financial product referenced to the Ordinary Shares (being a
financial product whose value is, in whole or in part, determined directly or indirectly by reference to
the price of the Ordinary Shares including a contract for difference or a fixed odds bet).

Sch 2(i)

9.5 No Director (or persons connected with the Directors within the meaning of section 252 of the UK
2006 Act) has or will have any interest immediately following Admission, whether direct or indirect, in
any transaction which is or was unusual in its nature or conditions or significant to the business of the
Company taken as a whole and which was effected by the Company since its incorporation and
which remains in any respect outstanding or un-performed.

PR I 19

9.6 Each of the Directors has given an undertaking not to dispose of any of their Ordinary Shares, save
in certain specified circumstances, for the period of 12 months from the date of Admission.
10. SUBSTANTIAL SHAREHOLDERS
10.1 Save as disclosed in paragraph 7.1 above the Company is only aware of the following persons who,
at the date of this document and immediately following Admission, represent an interest (within the
meaning of DTR Chapter 5) directly or indirectly jointly or severally, in three per cent. or more of the
Company’s issued shares:
At the date of
this document

Name
Strata Limited
Dos Santos2
Ogier Employee Benefit Trustee Limited3

No. of
Ordinary
Shares

Percentage
of Issued
Shares*

Nil1
12,189,474
3,600,000

Nil
14.55
4.30

PR I 18.1

Following Admission
Percentage
No. of
of Enlarged
Ordinary
Issued
Shares
Shares
54,289,641
12,189,474
6,000,000

45.56
10.23
5.04

Prior to the Stata Buyback Agreement becoming effective, further details of which are set out in paragraph 13.11 of this Part V.
Subject to the Dos Santos Option Agreement, for further details see paragraph 13.13 of this Part V.
3.
As trustee of the Ncondezi Employee Benefit Trust 1.
1.

2.

PR I 18.2

10.2 None of the persons named in sub-paragraph 10.1 above has voting rights which are different to any
other holder of Ordinary Shares.
10.3 Details of the Relationship Agreement entered into between Strata and the Company are set out in
paragraph 13.15 of this Part V.
10.4 Save as disclosed in this document, so far as the Directors are aware, the Company is not directly or
indirectly controlled by any person and there are no other rights with respect to the shares of the
Company.
10.5 The Company is not governed by the City Code but the Company has included certain provisions in
its Articles to prevent the acquisition of control of the Company without a general cash offer being
made to all Shareholders.
The Company’s Articles provide that where any person (other than the Depositary), or group of
persons acting in concert, acquire shares in the Company, resulting in him or them holding:
(a)

30 per cent. or more of the voting rights in the Company; or

(b)

not less than 30 per cent. but not more than 50 per cent. of the voting rights of the Company,

then the Board shall be entitled but not obliged to require such person to make a general offer in cash
to all Shareholders at the earliest possible date for the balance of the issued Ordinary Shares at the
highest price paid by him or them or any person or group of persons acting in concert with him or
them in the preceding 12 months.
The Board has waived any rights it has under these provisions of the Articles in respect of the share
re-organisation and other steps prior to Admission.
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On Admission, Strata will hold 54,289,641 Ordinary Shares or 45.56 per cent. of the Company’s
issued shares. If the Dos Santos Put Option or the Call Option is exercised Strata’s holding in the
Company may increase. Since the exercise of the Dos Santos Call Option will not be an acquisition
of shares by Strata the Board will not have any entitlement to require Strata to make a general offer
to all shareholders as a result of such increase.
Shareholders should note that if Strata owns more than 50 per cent. of the Ordinary Shares of the
Company, Strata will be entitled to increase its interest in the voting rights of the Company without
incurring any further obligation under the Articles to make a general offer.
10.6 Save as disclosed in this document, so far as the Directors are aware, there are no arrangements the
operation of which may at a subsequent date result in a change of control of the Company.

11. EMPLOYEES
As at 31 December 2009, the Group had 11 employees as follows, of which none were employed on a
temporary basis:

PR I 18.4

PR I 17.1

Number of
Employees

Location
United Kingdom
Mozambique
Guernsey
South Africa

4
5
1
1

–––––––––

Total

11

–––––––––
–––––––––

12. LONG TERM INCENTIVE PLAN
The Company has adopted the LTIP which is administered by the remuneration committee of the Board
(“the Remuneration Committee”). The LTIP is discretionary and the Remuneration Committee will decide
whether to make share awards (“Awards”) under the LTIP at any time.
The structure operates through two discretionary employee benefit trusts (“the Trusts”) established for the
benefit of current and former employees and officeholders in the Group. Companies in the Group will also
be beneficiaries of the Trusts. The trustee of the Trusts (“the Trustee”) is Ogier Employee Benefit Trustee
Limited. The Trusts acquire the shares in the Company to be used under the LTIP by subscribing at zero
value.
12.1 Eligibility
Any employee or officer of the Company or any company in the Group will be eligible to participate
in the LTIP. Individuals (“Participants”) will be selected to participate by the Remuneration Committee.
Awards have currently been made in respect of 3,600,000 Ordinary Shares. It is intended for further
Awards to be made in respect of 2,400,000 Ordinary Shares on Admission.
The Directors intend that Awards will be made only to senior employees and officers.
12.2 LTIP structure
The LTIP is structured as a split interest scheme. Participants initially acquire ownership of Ordinary
Shares jointly with the Trustee (as trustee of the Ncondezi Employee Benefit Trust 2) but also receive
an option (“Participant Call Option”) to acquire the Trustee’s part ownership in the Ordinary Shares at
a point in the future, the exercise of which will give the Participant ownership of the whole of the
Ordinary Shares.
On the date of award (“Award Date”), the Participant and the Trustee enter into a subscription
agreement to acquire the Ordinary Shares as joint owners with the split of ownership of each Ordinary
Share being as follows:
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●

the proportion of each Ordinary Share that the Participant acquires equates to 0.001 per
cent. of the total value up to a given hurdle and 99.999 per cent. of the total value above the
hurdle; and

●

the proportion of each Ordinary Share that the Trustee acquires equates to 99.999 per cent.
of the total value up to the given hurdle and 0.001 per cent. of the total value above the given
hurdle.

The hurdle will be determined by the Remuneration Committee in respect of any grant. It will be set
at a level that is greater than the market value of the Ordinary Shares on the date of grant. The
Remuneration Committee will take such professional advice as they consider necessary in order to
set the hurdle value. The hurdle value for the existing Awards is £1.02.
The Participant will pay a de minimis price for his joint ownership of the Ordinary Shares.
If an Award does not vest, Participant will forfeit his joint ownership of the Ordinary Shares for the
nominal acquisition price and the Participant Call Option will lapse. The forfeiture by the Participant is
achieved by the Trustee exercising a call option and acquiring the Participant’s joint ownership from
him.
If an Award vests, the Participant’s joint ownership in the Ordinary Shares will cease to be subject to
a risk of forfeiture and the Participant will have the right to exercise the Participant Call Option and
become the sole owner of the Ordinary Shares. By exercising the Participant Call Option, the
Participant will become the full owner of Ordinary Shares and therefore cease to be subject to any
terms of the LTIP.
Awards will be non-pensionable. Awards will not be granted more than ten years after the date of
adoption of the LTIP by the Board.
12.3 Vesting Conditions
The Remuneration Committee will determine the conditions required for the Awards to vest (“Vesting
Conditions”), including where it considers appropriate, applying performance conditions to Awards.
The existing Awards (in respect of 3,600,000 Ordinary Shares) have either already vested or will vest
on Admission.
It is proposed that Awards will be granted on Admission in respect of 2,400,000 Ordinary Shares,
Awards in respect of 2,000,000 Ordinary Shares being to senior management recruited prior to
Admission and Awards in respect of 400,000 Ordinary Shares being to non-executive directors.
The proposed Awards to be granted on Admission to senior management (2,000,000 Ordinary
Shares) will vest in two tranches, the first tranche in respect of a total of 1,000,000 Ordinary Shares,
vesting on 30 September 2011. The second tranche (in respect of the remaining 1,000,000 Ordinary
Shares) will vest on the completion of the bankable feasibility study. If the bankable feasibility study is
completed on or before 30 September 2012, the second tranche will vest in full. If the bankable
feasibility study is completed between 1 October 2012 and 31 December 2012, the second tranche
will only vest in respect of 750,000 shares. If the bankable feasibility study is completed between
1 January 2013 and 31 March 2013 the second tranche will only vest in respect of 500,000 shares.
If the bankable feasibility study is completed later than 31 March 2013, the second tranche will not
vest at all.
The proposed Awards to be granted on Admission to non-executive directors (400,000 Ordinary
Shares) will vest in tranches of one-third on each of the three anniversaries of Admission. These
Awards will vest in respect of 133,333 Ordinary Shares on each of the first and second anniversaries
of Admission and in respect of 133,334 on the third anniversary.
In respect of all of the proposed Awards to be granted on Admission (2,400,000 Ordinary Shares),
notwithstanding the above vesting criteria, the Participant Call Option will only be exercisable at a time
that the Company’s share price exceeds the Placing Price. This has the effect that these Awards will
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only provide material benefit to Participants when the Company’s share price is above the Placing
Price.
12.4 Participant Call Option exercise price
The Remuneration Committee will determine the price payable by the Participant on the exercise of
the Participant Call Option.
The exercise price payable in respect of the existing Awards which will vest on Admission is zero in
respect of 2,800,000 Ordinary Shares and US$200,000 in total in respect of 800,000 of the Ordinary
Shares.
The exercise price payable in respect of the Awards to be made on Admission to senior management
(2,000,000 shares) will be zero. The exercise price payable in respect of the Awards to be made on
Admission to non-executive directors (400,000 shares) will be the Placing Price.
The Participant Call Option will lapse if not exercised 10 years from the date of award and in this case
the Trustee will exercise its call option to cause the Participant to forfeit his Award if he has not by
that time become the sole Shareholder of the Ordinary Shares subject to the Award.
12.5 Issue and transfer of Ordinary Shares
Ordinary Shares will be issued to the Trustee (as Trustee of the Ncondezi Employee Benefit Trust (1)
immediately prior to the Date of Award and continue to be held as nominee for the joint owners (the
Participant and Trustee) unless and until the Participant exercises the Participant Call Option.
On the exercise of the Participant Call Option, the Participant will become the sole owner of the
Ordinary Shares and the Trustee will then transfer the full legal ownership of the Ordinary Shares to
the Participant.
12.6 Scheme Limits
The number of Ordinary Shares which may be issued under the LTIP shall not exceed 10 per cent. of
the shares of the Company in issue immediately prior to Admission unless approved by a special
resolution of the Company. For the purpose of this limit, options and other rights to subscribe for
Ordinary Shares that have lapsed or been released will not be counted. This is subject to any more
detailed restrictions on the powers of the Directors to dilute as set out in paragraph 4 of Part V of this
document.
Employee Share Scheme for this purpose means any scheme for providing incentives to employees
and officers of the Company involving share options, allocations of Ordinary Shares, share
appreciation rights or other similar matters involving shares or debt obligations of any kind of the
Company.
12.7 Cessation of Employment
If a Participant’s employment or office ceases for any reason whilst holding a Vested Award, the
Participant must exercise the Participant Call Option to take the full ownership of the Ordinary Shares
within six weeks of the employment ceasing, otherwise the Award will be forfeited (or six months in
the event of death).
If a Participant’s employment or office ceases as a “Good Leaver” whilst holding an unvested Award,
the Award will vest in proportion to the vesting period completed at the date of cessation of
employment or office. The remainder of the Award will be forfeited. The Participant must then exercise
the Participant Call Option (to the extent vested) to take the full ownership of the Ordinary Shares
within six weeks of the employment or office ceasing (or six months in the event of death), otherwise
the Award will be forfeited. A Good Leaver is an employee or director who ceases employment or
office due to death, redundancy, disability, sale of the employing company from the group, ill-health
or retirement.
If a Participant’s employment or office ceases as “Bad Leaver” whilst holding an unvested Award, the
whole of the Award will be forfeited. A Bad Leaver is an employee or director whose employment or
offices ceases for any reason other than as a Good Leaver.
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12.8 Takeover
In the event of a takeover of the Company, scheme of arrangement or certain other similar major
corporate events, any Awards (to the extent not already vested) shall vest in full.
Broadly, Awards will be forfeited six months following vesting on a takeover if the participant has not
exercised the Participant Call Option and taken full ownership of the Ordinary Shares.
If another company acquires control of the Company, Participants may be required to exchange their
Awards for awards over Ordinary Shares in the acquiring company (“Replacement Awards”). In such
circumstances, the total market value of Ordinary Shares comprised in the Award and the
Replacement Award must be broadly equivalent and the terms of the Replacement Award must be,
in so far as practicable, broadly equivalent to the terms of the Award.
12.9 Variation of capital
In the event of any capitalisation issue, rights issue, rights offer, consolidation, subdivision or reduction
of capital, demerger or any other event affecting the Ordinary Shares, the number and/or the nominal
value of the Ordinary Shares comprise in Awards may be adjusted by the Remuneration Committee
in such a way as the Company’s auditors deem to be fair and reasonable.
12.10 Amendments to the Plan
Although the Remuneration Committee will have the power to amend the provisions of the LTIP, the
provisions relating to:
●

the class of persons eligible to participate in the LTIP;

●

the maximum number of Ordinary Shares that may be issued under the LTIP; and

●

the adjustments to Awards in the event of a variation in capital

shall not be altered to the advantage of Participants without the prior approval of the Shareholders in
general meeting (except for minor amendments to benefit the administration of the LTIP, to comply
with or take account of a change in legislation or to obtain or maintain favourable tax, exchange
control or regulatory treatment for Participants, the Company or any other member of the Group).
12.11 Taxation
The structure of the LTIP is to minimise the amount of income tax under Pay as You Earn (“PAYE”)
and national insurance contributions (“NICs”) payable by the Company.
The price payable by the Participant on the acquisition of the Participant’s joint ownership of the
Ordinary Shares at the date of Award adjust if the market value is determined by HMRC to be higher
than the nominal price originally paid by the Participant. In this case the price payable by the
Participant shall be equal to such market value determine by HMRC.
The LTIP includes an indemnity by the Participant for any PAYE and NICs payable in relation to the
Awards. The Company and the Trustee have the authority to sell Ordinary Shares and to withhold
funds from the Participant’s salary in order to meet the Participant’s indemnity for PAYE and NICs
payable.

13. MATERIAL CONTRACTS
The following contracts (not being contracts entered into in the ordinary course of business) have been
entered into by the Group within the period of two years immediately preceding the date of this document
or were entered into prior to this but contain provisions under which the Group has an obligation or
commitment which is, or may be, material to the Group as at the date of this document:
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Agreements in connection with the Placing
13.1 Placing Agreement
The Placing Agreement dated 8 June 2010 between the Company, the Directors, Liberum and
Renaissance whereby Liberum and Renaissance are appointed jointly as agent of the Company to
use their reasonable endeavours to procure subscribers for the Placing Shares at the Placing Price.
Pursuant to the Placing Agreement, the Company and its Directors have given certain warranties to
Liberum and Renaissance regarding, inter alia, the accuracy of information in this document. In
addition, the Company has given an indemnity to Liberum and Renaissance in respect of the Placing.
The Placing is not underwritten. The Placing Agreement is conditional, inter alia, on Admission taking
place no later than 21 June 2010 or such later date as may be agreed by the Company and Liberum
and Renaissance and the Company and its Directors complying with certain obligations under the
Placing Agreement. Under the Placing Agreement, the Company has agreed to pay to:
(a)

Liberum a corporate finance fee of £125,000 (payable immediately upon completion of the
Admission and the Placing), commission of 2.5 per cent. of the aggregate value of the Placing
Shares at the Placing Price, together with all costs and expenses and VAT thereon, where
appropriate; and

(b)

Renaissance a corporate finance fee of £100,000 (payable immediately upon completion of the
Admission and the Placing), commission of 2.5 per cent. of the aggregate value of the Placing
Shares at the Placing Price, together with all costs and expenses and VAT thereon, where
appropriate.

The Company has also agreed to issue Liberum and Renaissance warrants pursuant to the Warrant
Deed details of which are set out in paragraph 13.4 of this Part V.
13.2 Liberum Nominated Adviser and Broker Agreement
A nominated adviser and broker agreement dated 8 June 2010 between the Company, the Directors
and Liberum pursuant to which the Company has appointed Liberum to act as its nominated adviser
and joint broker to the Company for the purposes of the AIM Rules for Companies. The Company
has agreed to pay Liberum an annual retainer of £60,000 (payable half yearly in advance). The
agreement contains certain undertakings by the Company and the Directors and indemnities given
by the Company in respect of, inter alia, compliance with all applicable regulations. The agreement
may be terminated by either the Company or Liberum on written notice without cause.
13.3 Renaissance Broker Agreement
A broker agreement dated 8 June 2010 between the Company and Renaissance pursuant to which
the Company has appointed Renaissance to act as its joint broker for the purposes of the AIM Rules
for Companies. The Company has agreed to pay Renaissance an annual retainer of £30,000 (payable
half yearly in advance). The Agreement contains certain undertakings by the Company and
indemnities given by the Company in respect of, inter alia, compliance with all applicable regulations.
The agreement may be terminated by either Renaissance or the Company on written notice without
cause.
13.4 Warrant Deed
Under a deed of warrant dated 8 June 2010 the Company has conditional on Admission granted to
each of Liberum and Renaissance a warrant to subscribe for 723,911 Ordinary Shares, being equal
to 2.5 per cent. of the Placing Shares. The Warrants may be exercised at any time and from time to
time until 5.00 p.m. on 10 June 2011 at the Placing Price.

Funding Agreements
13.5 Loan Agreement
A loan agreement dated 6 May 2009 between Tete Holdings and the Company records the terms upon
which Tete Holdings made an unsecured loan facility of US$2,416,872.64 available to the Company
on 31 December 2008 and agreed to provide an additional loan facility for up to a maximum amount
of US$5,583,127.36 or such higher amount to be determined by Tete Holdings at its sole discretion
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(the “Loan Facilities”). As at the date of this document, the total amount drawn down under the Loan
Facilities is approximately US$7,203,684. The purpose of the Loan Facilities is to fund directly or
indirectly mining, prospecting and exploration operations in respect to prospecting and exploration
licences 804L, 805L, 1314L and 1315L in the Republic of Mozambique. Repayment of the Loan
Facilities is due within five business days of written demand being made by Tete Holdings. The loan is
interest free unless the Company fails to make a repayment whereupon an interest rate of one per cent.
per annum is applicable. Interest accrues daily and shall be payable on demand. The Company agrees
to indemnify Tete Holdings against any costs, losses, expenses or liabilities sustained or incurred by
Tete Holdings as a result of any failure by the Company to comply with its obligations under these Loan
Facilities. Pursuant to the Strata Buy Back Agreement (further details of which are set out at paragraph
13.11 of this Part V) it is agreed that no further sum will be advanced following the publication of this
document, that approximately US$4,249,526 of the Shareholder Loan will be converted into Ordinary
Shares at the Placing Price prior to Admission and the balance of the Shareholder Loan being
approximately US$2,954,158 be assigned by Tete Holdings to Strata and pursuant to a separate letter
agreement between Strata and the Company dated 8 June 2010, then converted into Ordinary Shares
at the Placing Price prior to Admission. Following such conversion no further amounts will be owing by
the Company under the Loan Facilities.

CREST and Depositary Arrangements
13.6 Depositary Agreement
Please refer to the description in paragraph 19.2 “Depositary Agreement”.
13.7 Registrar Agreement
Please refer to the description in paragraph 19.3 “Registrar Agreement”.

Shareholder Arrangements
13.8 Share Purchase Agreement
A share sale and purchase agreement dated 14 May 2007 (the “SPA”) between Strata Investments
LP (“Strata LP”), Dos Santos, Augusto Baptista Garrido Antunes (“Antunes”), ZEC, Zambezi 1,
Zambezi 2, Tete Holdings and the Company in respect of, inter alia, (i) the transfer by Dos Santos and
Antunes of their respective interests in the entire issued share capital of ZEC to Zambezi 1 and
Zambezi 2, respectively and (ii) the subsequent transfer to the Company of the entire issued share
capital of Zambezi 1 and Zambezi 2, in consideration for a cash payment of US$3,000,000. The SPA
terminated and replaced, in substantially the same terms, a share sale and purchase agreement
dated 26 January 2007 between Strata LP, Dos Santos and Antunes.
The SPA contains provisions governing, inter alia, the constitution of the Board, the funding of the
Company and an additional reserve related payment of up to US$4,000,000 to Dos Santos which is
payable in certain circumstances. The SPA also contains restrictions on the future transfer of shares
in the Company, including rights of first refusal and drag and tag along provisions. These provisions
including the reserve related payment have been waived by the relevant parties, with effect from
Admission, pursuant to the Deed of Termination and Amendment described at paragraph 13.10
below. The remaining provisions of the SPA, which predominately relate to the transfers described
above, are to remain in full force and effect.
13.9 Shareholders’ Agreement
A shareholders’ agreement dated 14 May 2007 (the “Shareholders’ Agreement”) between the
Company, Dos Santos and Tete Holdings which regulates the affairs of the Company. The
Shareholders’ Agreement terminated and replaced, in substantially the same terms, a shareholders’
agreement dated 13 April 2007 between the Company, Dos Santos and Tete Holdings.
The Shareholders’ Agreement contains provisions governing, inter alia, the constitution of the Board,
the funding of the Company, an additional reserve related payment to Dos Santos which is payable
in certain circumstances and a right of first refusal granted to the Company in respect of any natural
resource opportunity sourced by Dos Santos in Mozambique. The Shareholders’ Agreement also
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contains restrictions on the future transfer of shares in the Company, including rights of first refusal
and drag and tag along provisions. The Shareholders’ Agreement has been terminated, with effect
from Admission, pursuant to the Deed of Termination and Amendment described at paragraph 13.10
below.
13.10 Deed of Termination and Amendment
A deed of termination and amendment dated 24 May 2010 which supersedes a deed dated 16 April
2010 (the “Deed of Termination and Amendment”) between the Company, Tete Holdings, Rogerio
Dos Santos (in his personal capacity and as executor and heir to the estates of certain members of
the Dos Santos family) and Roberto Dos Santos (in his personal capacity and as heir to the estates
of certain members of the Dos Santos family). Pursuant to the Deed of Termination (i) the parties
consent to implementation of certain reorganisation steps prior to Admission; (ii) the parties to the
Shareholders’ Agreement terminate the Shareholders’ Agreement effective from Admission; and (iii)
certain of the parties to the SPA waive certain rights under the SPA in respect of the reorganisation
steps prior to Admission and, effective from Admission, including waivers which are consequential to
the termination of the Shareholders’ Agreement in respect of the additional reserve related payment
to Dos Santos and the restrictions on the future transfer of shares in the Company, including rights of
first refusal and drag and tag along provisions. As a result, no additional reserve related payments are
payable to the Dos Santos family.
13.11 Strata Buy Back Agreement
An agreement dated 24 May 2010 entered into between the Company, Tete Holdings and Strata (the
“Strata Buy Back Agreement”).
The Strata Buy Back Agreement details the following arrangements:
Strata Buy Back
The Strata Buy Back Agreement contains terms pursuant to which Strata agrees to sell all of the
ordinary shares of US$1 each that Strata held in Tete Holdings, save for one ordinary share of US$1,
(the “Strata Buy Back Shares”) to Tete Holdings (the “Strata Buy Back”). The consideration for the
sale of the Strata Buy Back Shares by Strata will be the transfer by Tete Holdings to Strata of a
proportionate number of the Ordinary Shares held by Tete Holdings. The Strata Buy Back will be
effective from the First Effective Time.
Strata provides warranties to the Company and Tete Holdings in respect of itself and the Strata Buy
Back Shares, including warranties that Strata is the legal and beneficial owner of the Strata Buy Back
Shares and that Strata is entitled to sell the Strata Buy Back Shares with full title guarantee and free
from any encumbrances.
Capitalisation
The Strata Buy Back Agreement refers to the Loan Agreement described at paragraph 13.5. The
Strata Buy Back Agreement provides that Tete Holdings agrees to discharge the Company from its
obligations to repay a certain amount of the monies drawn down pursuant to the Loan Agreement
(the “Capitalisation Amount”) in consideration for the allotment and issue of Ordinary Shares by the
Company at the Placing Price with an aggregate cash value equal to the Capitalisation Amount (the
“Capitalisation Shares”) (the “Capitalisation”). The Capitalisation will become effective from the First
Effective Time. The Company also agrees to release and discharge Tete Holdings from any further
obligations pursuant to the Loan Agreement to advance any further amounts of the loan facilities
available, with effect from the date of publication of the Admission Document.
The Company provides warranties to Strata and Tete Holdings in respect of itself and the
Capitalisation Shares, including warranties that the Capitalisation Shares will be allotted and issued
credited as fully paid up and that the Capitalisation Shares shall rank pari passu in all respects with
the Ordinary Shares in issue at the First Effective Time.
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Assignment of the Loan to Strata
The Strata Buy Back Agreement refers to Tete Holdings having drawn down certain amounts of a loan
made available from Strata pursuant to a facility letter dated 6 May 2009 (the “Strata Facility Letter”)
(the amounts so drawn down being the “Strata Loan”). The Strata Buy Back Agreement provides that
in consideration of Tete Holdings assigning the benefit of repayment by the Company of any
outstanding amounts pursuant to the Loan Agreement following Capitalisation (the “Repayment
Amount”), Strata agrees to discharge Tete Holdings from its obligation to repay the amount of the
Strata Loan equal to the Repayment Amount (the “Loan Assignment”). The Loan Assignment will
become effective from the First Effective Time. Further, pursuant to a letter agreement between Strata
and the Company dated 8 June 2010, the Repayment Amount will be capitalised to release and
discharge Strata from any further obligations pursuant to the Strata Facility Letter to advance any
further amounts of the loan facilities available, with effect from the date of publication of the Admission
Document.
Strata lock-in terms
For a summary of the lock-in arrangements for Strata contained in the Strata Buy Back Agreement,
please refer to paragraph 20 of Part I of this document.
Tete Holdings lock-in terms
For a summary of the lock-in arrangements for Tete Holdings contained in the Strata Buy Back
Agreement, please refer to paragraph 20 of Part I of this document.
13.12 Minority Shareholders’ Buy Back Agreements
Minority Shareholders’ buy back
Buy back agreements proposed to be entered into on 10 June 2010 between the Company, Tete
Holdings and each of the Minority Shareholders of Tete Holdings separately (together the “Minority
Shareholder Buy Back Agreements”) pursuant to which Tete Holdings buys back all of the ordinary
shares that each Minority Shareholder holds in Tete Holdings (the “Buy Back Shares”). The
consideration for the sale of the Buy Back Shares is the transfer by Tete Holdings to the Minority
Shareholders of a proportionate number of the Ordinary Shares held by Tete Holdings. The Buy Back
will be effected at the Second Effective Time.
Minority Shareholders lock-in terms
For a summary of the lock-in arrangements for the Minority Shareholders contained in the Minority
Shareholders’ Buy Back Agreements please refer to paragraph 20 of Part I of this document.
13.13 Dos Santos Option Agreement
A put and call option agreement dated 24 May 2010 between Rogerio Dos Santos (in his capacity as
executor and heir to the estates of certain members of the Dos Santos family), Roberto Dos Santos
(in his personal capacity and as heir to the estates of certain members of the Dos Santos family) and
the Company pursuant to which Rogerio Dos Santos granted the Company a call option (the “Call
Option”) in relation to the Dos Santos Shares. The Call Option can be exercised in whole or in part by
the Company at any time or times during the option period which starts on the date on which a court
order is made for the re-sealing of the South African letters of executorship of the estate of
Dos Santos occurs in the BVI until the later of: (i) the date which is 12 months from Admission; and
(ii) the date which is three months from the date on which the Company is notified that the re-sealing
of the letters of executorship in respect of the estate of Dos Santos in the BVI has occurred (“Option
Period”). Further, the Company has granted Rogerio Dos Santos a put option (the “Put Option”) in
respect of such number of the Dos Santos Shares, which when aggregated with all of the Dos Santos
Shares bought back by the Company in respect of any exercise of the Call Option, equal to the value
of US$500,000. No exercise of the Put Option, which when aggregated with all exercises of the Call
Option, shall result in Rogerio Dos Santos receiving an amount in excess of US$500,000. The option
price per Dos Santos Share under the Put Option or Call Option is equal to the Placing Price less
10 per cent.
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Dos Santos Executor lock-in terms
For a summary of the lock-in arrangements for the Dos Santos Executor please refer to paragraph
20 of Part I of this document.
13.14 Other Lock-in Arrangements
For a summary of the lock-in arrangements for the Directors and certain members of the senior
management please refer to paragraph 20 of Part I of this document.
13.15 Relationship Agreement
A relationship agreement dated 3 June 2010 (“Relationship Agreement”) between the Company and
Strata, which is conditional upon Admission, to regulate the ongoing relationship between the
Company and Strata. The principal purpose of the Relationship Agreement is to ensure that the
Group is capable of carrying on its business independently of Strata and its subsidiary undertakings
(“Strata Group”) and that transactions and relationships with the Strata Group are at arm’s length and
on normal commercial terms. The Relationship Agreement will continue for so long as the Ordinary
Shares are admitted to trading on AIM and Strata owns or controls in aggregate 15 per cent. or more
of the issued shares or voting rights of the Company.
Under the Relationship Agreement, Strata and the Company have agreed that, among other things:
13.15.1 Strata is entitled to:
(a)

appoint up to two Non-Executive Directors to the Board for so long as Strata holds an
interest in 30 per cent. or more of the issued shares or voting rights of the Company;
and

(b)

appoint up to one Non-Executive Director for so long as it has an interest in 15 per cent.
but less than 30 per cent. of the issued shares in the Company,

and in each case to appoint and remove the Shareholder Directors by notice in writing to the
Company.
13.15.2 Strata has agreed that it will not exercise its voting or other rights and powers to: (i) amend
the Company’s articles of association or memorandum in a way which would be inconsistent
with the terms of the Relationship Agreement or which would result in a breach of the
Relationship Agreement; or (ii) vote on any transaction with Strata or any member of the
Strata Group or (iii) prejudice the Company’s status as a listed company or its suitability for
listing after Admission or the Company’s ongoing compliance with the AIM Rules provided
this will not prevent Strata from accepting a takeover offer or making a takeover offer for the
entire shares of the Company and delisting the Company’s shares.
The Relationship Agreement provides for Strata to have access to certain information in respect of
the Group, including for the purposes of its accounting or other requirements including, without
limitation, tax information and financial reporting information.
Access and use to information provided pursuant to the Relationship Agreement is subject to and
governed by applicable laws, rules and regulations.
13.16 RBC Engagement Letter
Pursuant to an engagement letter dated 12 December 2008 (“RBC Engagement Letter”), the
Company appointed Royal Bank of Canada Europe Limited (“RBC”) as its joint financial adviser.
Under the terms of the RBC Engagement Letter, RBC provided the Company with financial advice
and assistance and the Company agreed to pay to RBC a non-refundable monthly retainer in respect
of any month in which RBC performed work under the scope of the RBC Engagement Letter. In
addition, if, during the term of the RBC Engagement Letter or within twelve months after the
expiration or termination of the RBC Engagement Letter, certain transactions are closed, which do
not include Admission or the Placing, certain transaction fees are payable by the Company. The RBC
Engagement Letter expired on 12 December 2009. As at the date of this document, the Company
had paid to RBC an aggregate of US$206,000 pursuant to the RBC Engagement Letter.
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13.17 Strata Capital Engagement Letter
Pursuant to an engagement letter dated 2 March 2009 (“Strata Engagement Letter”), the Company
appointed Strata Capital UK LLP (“Strata Capital”) as its joint financial adviser. Under the terms of the
Strata Engagement Letter, Strata Capital provided the Company with financial advice and assistance
and the Company agreed to pay to Strata Capital a non-refundable monthly retainer in respect of any
month in which Strata Capital performed work under the scope of the Strata Engagement Letter. In
addition, if, during the term of the Strata Engagement Letter, certain transactions are closed, certain
transaction fees are payable by the Company. The Strata Engagement Letter expired on or around
2 March 2010. As at the date of this document, the Company had paid to Strata Capital an aggregate
of US$100,000 pursuant to the Strata Engagement Letter.

14. RELATED PARTY TRANSACTIONS
Details of the related party transactions (which for these purposes are those set out in the standards
adopted according to Regulation (EC) No. 1606/2002) entered into by members of the Group during the
period covered by the financial information up to the date of this document are set out in Note 16 of the
financial statements for the year ended 31 December 2009 set out in Appendix 1 – Part A of this document
and the contracts referred to at paragraphs 13.11 and 13.13.

15. LITIGATION
There are no governmental, legal or arbitration proceedings (including any such proceedings which are
pending or threatened of which the Company is aware), which may have or have had during the 12 months
immediately preceding the date of this document a significant effect on the financial position or profitability
of the Company or the Group.

16. WORKING CAPITAL
In the opinion of the Directors, having made due and careful enquiry, and taking into account the net
proceeds of the Placing, the working capital available to the Company and the Group will be sufficient for
its present requirements, that is, for at least the next 12 months from the date of Admission.

17. NO SIGNIFICANT CHANGE
There has been no significant change in the trading or financial position of the Group since 31 December
2009, being the date to which the last audited accounts were made up.
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18. TAXATION
PR III 4.11

18.1 United Kingdom Taxation
The following paragraphs are intended as a general guide only for certain UK tax consequences for
Shareholders who are the beneficial owners of Ordinary Shares or Depositary Interests in the
Company and who are resident and, in the case of individuals, ordinarily resident and domiciled in the
United Kingdom for tax purposes, holding Ordinary Shares or Depositary Interests in the Company
as investments and not as securities to be realised in the course of a trade. They are based on current
legislation and what is understood to be current HMRC practice as at the date of this document and
may not apply to certain Shareholders, for example, but not limited to, Shareholders who have
acquired Ordinary Shares or Depositary Interests in connection with an office or employment with the
Company.
Any prospective purchaser of Ordinary Shares or Depositary Interests in the Company who
is in any doubt about his tax position or who is subject to taxation in a jurisdiction other
than the UK, should consult his own professional adviser immediately.
18.1.1 Taxation of the Company in the UK
The Directors intend to conduct the affairs of the Company so that for UK corporation tax
purposes, it will not be regarded as resident within the UK nor as carrying on a trade through
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a permanent establishment located in the UK. On that basis and on the assumption that it
has no UK source income the Company will have no liability in respect of UK corporation tax
on its income or capital gains.
18.1.2 Taxation of UK Resident Shareholders
(a)

Taxation of Chargeable Gains
For the purpose of UK tax on chargeable gains, the issue of the Placing Shares to the
Depositary or on the issue of Depositary Interests by the Depositary will be regarded as
an acquisition of a new holding in the share capital of the Company.
To the extent that a Shareholder acquires Ordinary Shares issued to him or the beneficial
interest in Depositary Interests in the Company, the Ordinary Shares or Depositary
interests so issued will, for the purpose of tax on chargeable gains, be treated as
acquired on the date of issue. The amount paid for the Ordinary Shares or Depositary
Interests in the Company will generally constitute the base cost of a Shareholder’s
holding.
A disposal or deemed disposal of Ordinary Shares or Depositary Interests in the
Company by a UK resident Shareholder may give rise to a chargeable gain (or allowable
loss) for the purposes of UK capital gains tax (“CGT”) (where the Shareholder is an
individual) or UK corporation tax on chargeable gains (where the Shareholder is within
the charge to UK corporation tax), depending on their circumstances and subject to any
available exemption or relief.
As regards an individual Shareholder, the principal factors that will determine the extent
to which a gain will be subject to CGT are (i) the extent to which he realises any other
capital gains in the tax year of assessment in which the gain arises, (ii) the extent to
which he has incurred capital losses in that or any earlier tax year of assessment and (iii)
the level of the annual allowance of tax-free gains in the tax year of assessment in which
the disposal takes place.
Subject to the availability of any such exemptions, reliefs and/or allowable losses, a
disposal of Ordinary Shares or Depositary Interests by individuals, trustees and personal
representatives will generally be subject to CGT at the rate of 18 per cent.
Subject to the availability of any exemptions, reliefs and/or allowable losses, a disposal
of Ordinary Shares or Depositary Interest in the Company by companies subject to UK
corporation tax will generally be subject to UK corporation tax at the rate of 28 per cent.
Indexation allowance may be available to reduce any chargeable gain arising on such
disposal but cannot act to create or increase a loss.
As part of its coalition agreement the new UK government has indicated that there will
be changes to the taxation of UK capital gains for individuals. Details are not yet
available but the statement suggests an increase in the rate of tax levied on non
business capital gains to a rate close to that levied on income

(b)

Dividends and other Distributions
The Company will not be required to withhold UK tax at source when paying a dividend.
Shareholders who are resident in the UK for tax purposes will generally be liable to UK
income tax or corporation tax in respect of dividends paid by the company.
Dividends received by an individual Shareholder who is resident or ordinarily resident for
tax purposes in the UK will be chargeable at the dividend rate. For such Shareholders,
any dividend income received will be taxable upon investors at a rate of 32.5 per cent.,
where such Shareholders are higher rate taxpayers. A tax credit equal to 10 per cent. of
the gross dividend (also equal to one ninth of the cash dividend received) should be
available to set off against a Shareholder’s total income tax liability on the dividend
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provided they own less than 10 per cent. of the Company’s issued share capital. The
effect of the tax credit is that a higher rate taxpayer will have to account for additional
tax equal to 22.5 per cent., of the gross dividend (which also equals 25 per cent., of the
cash dividend received).
Those with taxable income above £150,000 will be taxable at a dividend rate of 42.5 per
cent. The effect of the tax credit will be that individuals subject to this higher rate will
have to account for additional tax at the rate of 32.5 per cent. of the gross dividend
(which also equals approximately 36 per cent. of the cash dividend received).
Individual Shareholders, who although UK resident, are not domiciled in the UK for tax
purposes, may not be taxable on dividends paid by the Company in certain
circumstances. These individuals should seek independent advice on their tax position.
Although a UK resident corporate Shareholder can be subject to UK corporation tax on
dividends paid by the Company, such Shareholders should be (subject to antiavoidance rules) exempt from corporation tax on dividends paid by the Company,
provided the dividend falls within one of the exempt classes set out in Part 9A of the
Corporation Tax Act 2009. Corporate shareholders should seek independent advice on
their position.
Shareholders who are not resident for tax purposes in the UK should obtain their own
tax advice concerning tax liabilities on dividends received from the Company.
Non-UK resident Shareholders will not generally be able to claim repayment from HMRC
of any part of the tax credit attaching to dividends paid by the Company. A Shareholder
resident outside the UK may also be subject to foreign taxation on dividend income
under local law. Shareholders who are not resident for tax purposes in the UK should
obtain their own tax advice concerning tax liabilities on dividends received from the
Company.
(c)

Inheritance Tax
The Ordinary Shares or Depositary Interests beneficially owned by an individual may
(subject to certain exemptions and reliefs) be subject to UK inheritance tax. A gift of such
shares by, or on the death of, an individual Shareholder may give rise to a liability to UK
inheritance tax even if the Shareholder is neither domiciled in the UK nor deemed to be
domiciled in the UK for UK inheritance tax purposes.
Generally UK inheritance tax is not chargeable on outright gifts to individuals if the
transfer is made more than seven complete years prior to the death of the donor. For
inheritance tax purposes, a transfer of assets at less than full market value may be
treated as a gift and particular rules apply to gifts where the donor reserves or retains
some benefit or acquires some benefit at a later time.

(d)

Stamp Duty and Stamp Duty Reserve Tax
There is generally no charge to stamp duty or Stamp Duty Reserve Tax (“SDRT”) on the
issue of Ordinary Shares, subject to the special rules referred to below.
To the extent that documents for transfer are executed in the UK or brought into the UK,
the transfer or sale of Ordinary Shares or Depositary Interests will be liable to ad valorem
stamp duty, generally at the rate of 0.5 per cent., (rounded up to the next multiple of five
pounds (£5)) of the amount or value of consideration paid, where this is over £1,000.
Stamp duty is normally the liability of the purchaser or transferee of the Ordinary Shares.
As the Ordinary Shares are being issued by a non-UK Company, provided certain
conditions are satisfied, including that the Ordinary Shares are registered on a register
outside the UK and are not paired with shares issued or raised by a UK company, the
Ordinary Shares are not chargeable securities for SDRT purposes and therefore there
would be no SDRT on an agreement to transfer such Ordinary Shares.
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Transfers of Depositary Interests in the Company will be subject to SDRT at the rate of
0.5 per cent.
The above statements are intended as a general guide to the current stamp duty and
SDRT position and do not relate to persons such as market makers, brokers, dealers,
intermediaries and persons connected with Depositary arrangements and clearance
services.
If you are in any doubt as to your tax position, or are subject to tax in a jurisdiction other
than the UK, you should consult your professional adviser.
18.1.3 Other matters
(a)

UK Anti-Avoidance Rules
Under certain circumstances, UK resident individuals may become liable to UK income
tax, for example, pursuant to the UK’s anti-avoidance rules contained in Section 720 of
the Income Tax Act 2007 entitled “Transfer of Assets Abroad”. It is considered that these
sections should not apply because the Placing is a genuine commercial transaction with
no tax avoidance purpose.
UK resident or ordinarily resident Shareholders who, together with persons connected
with them, hold more than 10 per cent., share or interest in the capital or income of the
Company should be aware that under certain circumstances, a proportion of chargeable
gains made by non-UK companies can be attributed to UK resident direct or indirect
shareholders under the provisions of section 13 of the Taxation of Chargeable Gains Act
1992.

18.2 British Virgin Islands Taxation
The following paragraphs are a general statement about the taxation of the Company in the BVI, and
the tax position of Shareholders who are resident or ordinarily resident in the UK in relation to the
payment of dividends, capital gains, stamp duty and SDRT. The statements below do not constitute
advice to any Shareholder on his or her personal tax position, and may not apply to certain classes
of investor (such as persons carrying on a share dealing trade in the UK). Any investors who are in
doubt as to their tax position should consult their professional adviser.
18.2.1 The Company is exempt from most forms of taxation in the BVI, provided the Company is not
trading in the BVI, and does not have employees working in the BVI.
18.2.2 All dividends, interest, rents, royalties, and other expense amounts paid by the Company, and
capital gains realised with respect to any shares, debt obligations or other securities of the
Company, are exempt from all provisions of the Income Tax Ordinance and Payroll Taxes Act
2004 (as amended). There is no BVI withholding tax on dividends.
18.2.3 Additionally, no estate, inheritance, succession or gift tax is payable with respect to any
shares, debt obligations or securities of the Company. However, under the EU Savings Tax
Directive, EU resident individuals who receive bank interest or other interest from investments
held in the BVI may be subject to withholding tax at the current rate of 20 per cent., and 35
per cent., from 1 January 2011. At this time the Directive does not affect interest paid to
companies. In the case where interest is subject to withholding tax, banks and/or other
paying agents will deduct tax at source.
18.2.4 Save in respect of an instrument relating to the transfer to or by the Company of an interest
in land situate in the BVI or any transactions in respect of the shares, debt obligations or other
securities of the Company whilst holding any land in the BVI, and notwithstanding any
provision of the Stamp Duty Act, all instruments relating to transfers of property to or by a
company, all instruments relating to transactions in respect of the shares, debt obligations or
other securities of a BVI company, and all instruments relating to the business of a company,
are exempt from the payment of BVI stamp duty.
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19. DEPOSITARY INTERESTS
The Company has entered into depositary arrangements to enable investors to settle and pay for interests
in Ordinary Shares through the CREST system. Pursuant to arrangements put in place by the Company, a
depositary will hold the Ordinary Shares on trust for the investors and will issue dematerialised Depositary
Interests to individual investors’ CREST accounts representing the underlying Ordinary Shares.
The Depositary will issue the dematerialised Depositary Interests. The Depositary Interests are independent
securities constituted under English law and are held on a register maintained by the Depositary. The
Depositary Interests have the same ISIN number as the Ordinary Shares which they represent and do not
require a separate listing on AIM.
The Depositary Interests will be created pursuant to and issued on the terms of the Deed Poll. Prospective
holders of Depositary Interests should note that they will have no rights in respect of the underlying
Ordinary Shares, or the Depositary Interests, representing them against CREST or its subsidiaries. The
Deed Poll also sets out the procedure for holders of Depositary Interests to vote at general meetings of the
Company and to exercise their rights as Shareholders. Each Depositary Interest will be treated as one
Ordinary Share for the purposes of determining, for example, eligibility for any dividends.
Ordinary Shares will be transferred to the Custodian and the Depositary will issue Depositary Interests to
participating members and provide the necessary custodial services.
In relation to those Ordinary Shares held by Shareholders in uncertificated form, although the Company’s
register shows the Custodian as the legal holder of the Shares, the beneficial interest in the Ordinary Shares
remains with the Depositary Interest Holder (the Shareholder), who has the benefit of all the rights attaching
to the Ordinary Shares as if the Depositary Interest Holder were named on the certificated share register
itself.
Each Depositary Interest will be treated as one Ordinary Share for the purposes of determining, for
example, eligibility for any dividends. The Depositary Interests will have the same ISIN number as the
underlying Ordinary Shares. The Depositary Interests can then be traded and settlement will be within the
CREST system in the same way as any other CREST securities.
Application has been made for the Depositary Interests to be admitted to CREST with effect from
Admission.
19.1 Deed Poll
Prospective subscribers for and purchasers of the Ordinary Shares are referred to the Deed Poll
available for inspection at the offices of the Depositary or by written request to the Depositary (subject
to a reasonable copying charge). In summary, the Deed Poll contains, amongst other things,
provisions to the following effect which are binding on holders of Depositary Interests:
The Depositary will hold (itself or through its nominated Custodian), as bare trustee, the Ordinary
Shares issued by the Company and all and any rights and other securities, property and cash
attributable to the Ordinary Shares and pertaining to the Depositary Interests for the benefit of the
holders of the relevant Depositary Interests.
Holders of the Depositary Interests warrant, among other things, that the securities in the Company
transferred or issued to the Custodian on behalf of the Depositary and for the account of the holders
of Depositary Interests are free and clear of all liens, charges, encumbrances or third party interests
and that such transfers or issues are not in contravention of the Company’s Articles nor any
contractual obligation, law or regulation. The holder of Depositary Interests indemnifies the Depositary
for any losses it incurs as a result of breach of this warranty.
The Depositary and the Custodian must pass on to Depositary Interest holders and exercise on behalf
of Depositary Interest holders all rights and entitlements received or to which they are entitled in
respect of the Ordinary Shares which are capable of being passed on or exercised. Rights and
entitlements to cash distributions, to information to make choices and elections and to attend and
vote at meetings shall, subject to the Deed Poll, be passed on to the holders of Depositary Interests
upon being received by the Custodian and in the form in which they are received by the Custodian
together with any amendments and additional documentation necessary to effect such passing on.
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The Depositary shall re-allocate any Ordinary Shares or distributions which are allocated to the Custodian
and which arise automatically out of any right or entitlement of Ordinary Shares already held by the
Custodian to holders of Depositary Interests pro rata to the Ordinary Shares held for their respective
accounts provided that the Depositary shall not be required to account for any fractional entitlements
arising from such re-allocation and shall donate the aggregate fractional entitlements to charity.
The Deed Poll contains provisions excluding and limiting the Depositary’s liability. For example, the
Depositary shall not be liable to any holder of Depositary Interests or to any other person for liabilities
in connection with the performance or non-performance of its obligations under the Deed Poll or
otherwise, except to the extent that any losses result from its own negligence or wilful default or fraud.
Furthermore, except in the case of personal injury or death, the Depositary’s liability to a holder of
Depositary Interests will be limited to the lesser of:
●

the value of the Ordinary Shares and other deposited property properly attributable to the
Depositary Interests to which the liability relates; and

●

that proportion of £5 million which corresponds to the portion which the amount the Depositary
would otherwise be liable to pay to the Depositary Interest holder bears to the aggregate of the
amounts the Depositary would otherwise be liable to pay to all such holders in respect of the same
act, omission or event which gave rise to such liability or, if there are no such amounts, £5 million.

The Depositary is not liable for any losses attributable to or resulting from the Company’s negligence
or wilful default or fraud or that of the CREST operator.
The Depositary is entitled to charge holders of Depositary Interest fees and expenses for the provision
of its services under the Deed Poll.
Each holder of Depositary Interests is liable to indemnify the Depositary and any Custodian (and their
agents, officers and employees) against all liabilities arising from or incurred in connection with, or
arising from any act related to, the Deed Poll so far as they relate to the property held for the account
of Depositary Interests held by that holder, other than those resulting from the wilful default,
negligence or fraud of the Depositary, or the Custodian or any agent, if such Custodian or agent is a
member of the Depositary’s group, or, if not being a member of the same group, the Depositary shall
have failed to exercise reasonable care in the appointment and continued use and supervision of such
Custodian or agent.
The Depositary may compulsorily withdraw the Depositary Interests (and the holders of Depositary
Interests shall be deemed to have requested their cancellation) if certain events occur. These events
include, amongst other things, where the Depositary believes that ownership of the Depositary
Interests may result in a taxation or pecuniary, fiscal or material regulatory disadvantage to the
Depositary or the Custodian or where the Depositary Interests are held by a person in breach of the
law or the Company’s Articles. If these events occur the Depositary shall make such arrangements
for the deposited property as it sees fit, including sale of the deposited property and delivery of the
net proceeds thereof to the holder of the Depositary Interests in question.
The Depositary may terminate the Deed Poll by giving not less than 30 days’ prior notice. During such
notice period holders may cancel their Depositary Interests and withdraw their deposited property
and, if any Depositary Interests remain outstanding after termination, the Depositary must as soon as
reasonably practicable, among other things, deliver the deposited property in respect of the
Depositary Interests to the relevant Depositary Interest holders or, at its discretion sell all or part of
such deposited property. It shall, as soon as reasonably practicable deliver the net proceeds of any
such sale, after deducting any sums due to the Depositary, together with any other cash held by it
under the Deed Poll pro rata to holders of Depositary Interests in respect of their Depositary Interests.
The Depositary or the Custodian may require from any holder, or former or prospective holder,
information as to the capacity in which Depositary Interests are owned or held and the identity of any
other person with any interest of any kind in such Depositary Interests or the underlying Ordinary
Shares and holders are bound to provide such information requested. Furthermore, to the extent that
the Company’s constitutional documents require disclosure to the Company of, or limitations in
relation to, beneficial or other ownership of, or interests of any kind whatsoever, in the Ordinary
Shares, the holders of Depositary Interests are to comply with such provisions and with the
Company’s instructions with respect thereto.
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Holders of Depositary Interests are responsible for the payment of any tax, including stamp duty
reserve tax on the transfer of their Depositary Interests.
19.2 Depositary Agreement
A depositary services and custody services agreement dated 3 June 2010 between the Company
and the Depositary (the ‘‘Depositary Agreement’’) relating to the Depositary’s appointment as
Depositary and Custodian in relation to the Ordinary Shares and the provision of depositary and
custodian services in connection with the Depositary Interests.
The Depositary agrees that it will comply, and will procure certain other persons comply, with the
terms of the Deed Poll and that it and they will perform their obligations in good faith and with all
reasonable skill, diligence and care. The Depositary assumes certain specific obligations, including
the obligation to arrange for the Depositary Interests to be admitted to CREST as participating
securities and to provide copies of and access to the register of Depositary Interests. The Depositary
will either itself or through its appointed Custodian hold the deposited property on trust (which
includes the securities represented by the Depositary Interests) for the benefit of the holders of the
Depositary Interests as tenants in common, subject to the terms of the Deed Poll. The Company
agrees to provide such assistance, information and documentation to the Depositary as is reasonably
required by the Depositary for the purposes of performing its duties, responsibilities and obligations
under the Deed Poll and the Depositary Agreement. In particular, the Company is to supply the
Depositary with all documents it sends to its Shareholders so that the Depositary can distribute the
same to all holders of Depositary Interests. The agreement sets out the procedures to be followed
where the Company is to pay or make a dividend or other distribution.
The Company is to indemnify the Depositary for any loss it may suffer as a result of performing of the
Depositary Agreement except to the extent that any losses result from the Depositary’s own
negligence, fraud or wilful default. The Depositary is to indemnify the Company for any loss the
Company may suffer as a result of in connection with the Depositary’s fraud, negligence or wilful
default save that the aggregate liability of the Depositary to the Company over any 12 month period
shall in no circumstances whatsoever exceed twice the amount of the fees payable to the Depositary
in any 12 month period in respect of a single claim or in the aggregate.
Subject to earlier termination, the Depositary is appointed for a fixed term of two years and thereafter
until terminated by either party giving not less than three months’ notice.
In the event of termination, the parties agree to phase out the Depositary’s operations in an efficient
manner without adverse effect on the Shareholders and the Depositary shall deliver to the Company
(or as it may direct) all documents, papers and other records relating to the Depositary Interests which
is in its possession and which is the property of the Company.
The Company is to pay certain fees and charges, including a set up fee, an annual fee, a fee based
on the number of Depositary Interest per year and certain CREST related fees.
The Depositary is also entitled to recover reasonable out-of-pocket fees and expenses.
19.3 Registrar Agreement
The terms of the registrar agreement dated 7 June 2010 between the Company and the Registrar (the
‘‘Registrar Agreement’’) under which the Company appoints the Registrar to maintain the Company’s
principal share register in the BVI and provide certain other services as are summarised below.
The Registrar will perform the services of registrar using reasonable skill and care. The Registrar will
perform certain specific services in its capacity as Registrar, including for example, to receive and
register transfers and all other documents needed to maintain the registers, to prepare and issue new
share certificates and to prepare and dispatch dividend and interest warrants.
The Company is to indemnify the Registrar for any loss it may suffer as a result of its performance of
the Registrar Agreement, except to the extent such loss arises as a result of the fraud, negligence or
wilful default of the Registrar. In addition, the Company must indemnify the Registrar against any loss
it may suffer arising out of any payment made or received by it pursuant to the performance of its
obligations under the Registrar Agreement. The Registrar shall not be liable to the Company for any
loss sustained by the Company for whatever reason provided that the Registrar shall remain liable for
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any loss arising as a result of fraud, negligence or wilful default by the Registrar. The aggregate liability
of the Registrar to the Company over any 12 month period shall in no circumstances whatsoever
exceed twice the amount of the fees payable to the Registrar in any 12 month period in respect of a
single claim or in the aggregate.
Subject to earlier termination, the Registrar Agreement shall continue for a fixed term of two years. The
Registrar Agreement can be terminated by either party on the giving of three months’ written notice
after the expiry of the initial two year fixed term, at any time by notice on an insolvency event occurring
in relation to the other party or at any time if either party commits a material breach of its obligations
which that party has failed to make good within 30 days of receipt of notice from the other party.
The Company is to pay certain fees, including a set-up fee, an annual maintenance fund and certain
CREST-related fees. The Registrar is also entitled to recover reasonable out-of-pocket expenses.
20. GENERAL
20.1 The gross proceeds of the Placing are expected to be £35.6 million (approximately US$52 million).
The total costs and expenses relating to the Placing payable by the Company are estimated to be
£2.4 million (approximately US$3.5 million) (excluding VAT).

PR III 8.1

PR III 3.4

20.2 The Placing Shares are not being offered generally and no applications have or will be accepted other
than under the terms of the Placing Agreement and the Placing letters. All the Placing Shares have
been placed firm with placees. The Placing is not being guaranteed or underwritten by any person.
PR II 2.1

20.3 The auditors of the financial statements of the Company for the years ended 31 December 2007,
31 December 2008 and 31 December 2009 were BDO LLP of 55 Baker Street London W1U 7EU.
20.4 Liberum, which is acting as nominated adviser and joint broker to the Company, has given and not
withdrawn its written consent to the inclusion in this document of reference to its name in the form
and context in which it appears.
20.5 Renaissance, which is acting as joint broker to the Company, has given and not withdrawn its written
consent to the inclusion in this document of reference to its name in the form and context in which it
appears.
20.6 SRK, which is acting as competent person to the Company, has given and not withdrawn its written
consent to the inclusion of the competent person’s report in Part IV of this document and the
references to its name in the form and context in which they appears in this document. SRK has no
material interest in the Company.
[PR III 10.4]

20.7 When information has been sourced from a third party this information has been accurately
reproduced. So far as the Company and the Directors are aware and are able to ascertain from
information provided by that third party, no facts have been omitted which would render the
reproduced information inaccurate or misleading.
20.8 The accounting reference date of the Company is 31 December.
PR III 4.7

20.9 It is expected that definitive share certificates will be despatched by hand or first class post by
24 June 2010. In respect of uncertificated shares, it is expected that Shareholders’ CREST stock
accounts will be credited at 8.00 a.m. on 10 June 2010.
PR I 6.4

20.10 The Directors are unaware of any exceptional factors which have influenced the Company’s activities.
PR I 6.4

20.11 Save for the Licences, there are no patents or other intellectual property rights, licences or particular
contracts which are or may be of fundamental importance to the Company’s business.
AIM Sch 2(h)

20.12 Save as disclosed at paragraphs 13.16 and 13.17 of this Part V, no person directly or indirectly (other
than the Company’s professional advisers and trade suppliers or save as disclosed in this document)
in the last twelve months received or is contractually entitled to receive, directly or indirectly, from the
Company on or after Admission any payment or benefit from the Company to the value of £10,000
or more or securities in the Company to such value at the Placing Price or entered into any
contractual arrangements to receive the same from the Company at the date of Admission.
8 June 2010
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APPENDIX 1
FINANCIAL INFORMATION ON THE GROUP
PART A
GROUP FINANCIAL INFORMATION FOR THE YEAR ENDED 31 DECEMBER 2009

Ncondezi Coal Company Limited
Annual Report and Accounts
for the year ended 31 December 2009
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● Notes to the Financial Statements
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DIRECTORS’ REPORT
The Directors present their annual report and the audited Group financial statements for the year ended
31 December 2009.

Principal activities
The principal activity of the Group is coal exploration.

Business review and future developments
The Group holds 4 coal exploration licences in Mozambique. As detailed in the key performance indicators
below, the Group has incurred exploration costs of $2.3 million (2008: $2.0 million) and has fulfilled its
annual work programs for 2009. The Group is seeking to raise significant funds in the first half of 2010
through an equity placing and admission to trading on AIM. These funds will be used to undertake and
complete a feasibility study to bankable standard.
Principal risks and uncertainties
The Group operates in an uncertain environment that may result in increased risk, costs pressures and
schedule delays. The following are some of the key risks that face the Group:
Exploration and development risk
There is no assurance that the Group’s exploration activities will be successful, and statistically few
properties that are explored are ultimately developed into producing mines.
The Group’s operations may also be curtailed, delayed or cancelled as a result of economic, environmental
and political conditions in the area of operation.
Financing
The development of the Group’s properties will depend upon the Group’s ability to obtain financing
primarily through the raising of new equity capital, but also by means of joint venture of projects, debt
financing, farm outs or other means. There is no assurance that the Group will be successful in obtaining
the required financing. If the Group is unable to obtain additional financing as needed some interests may
be relinquished and/or the scope of the operations reduced.
Environmental and other regulatory requirements
Existing and possible future environmental legislation, regulations and actions could cause additional
expense, capital expenditures, restrictions and delays in the activities of the Group, the extent of which
cannot be predicted. Before exploration and production can commence on any properties, the Group must
obtain regulatory approval and there is no assurance that such approvals will be obtained. No assurance
can be given that new rules and regulations will not be enacted or existing rules and regulations will not be
applied in a manner which could limit or curtail the Group’s operations.
Key performance indicators
The key performance indicators of the Group are as follows:

Exploration expenditure ($’000)
Metres drilled
Cash at bank at 31 December ($’000)
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2009

2008

2007

2,277
10,978
15

2,040
4,696
15

569
1,063
–
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Results and dividends
The results of the Group for the year ended 31 December 2009 are set out on page 216.
The Directors do not recommend payment of a dividend for the year (2008: nil). The loss will be transferred
to reserves.

Events after the reporting date
See note 20 for further information.

Disclosure of information to auditors
So far as each Director at the date of approval of this report is aware, there is no relevant audit information
of which the Company’s auditors are unaware and each Director has taken all steps that he ought to have
taken to make himself aware of any relevant audit information and to establish that the auditors are aware
of that information.

Auditors
BDO LLP have expressed their willingness to continue in office as auditors, and a resolution to reappoint
them will be proposed at the Annual General Meeting.
By order of the Board
Artemis Secretaries Limited
Company Secretary
8 June 2010
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES
The directors are responsible for preparing the directors’ report and the financial statements for the Group.
The directors have chosen to prepare financial statements for each financial year which give a true and fair
view of the state of affairs of the Group and of the profit or loss of the Group for that year. The directors
have chosen to use the International Financial Reporting Standards as adopted by the European Union
(IFRS) in preparing the Group’s financial statements.
International Accounting Standard requires that the financial statements present fairly for each financial
period the Group’s financial position, financial performance and cash flows. This requires the faithful
representation of the effects of transaction, other events and conditions in accordance with the definitions
and recognition criteria for assets, liabilities, income and expenses set out in the International Accounting
Standards Board’s “Framework for the preparation and presentation of financial statements”. In virtually all
circumstances, a fair presentation will be achieved by compliance with all applicable IFRS. A fair
presentation also requires the directors to:
●

consistently select and apply appropriate accounting policies;

●

present information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information; and

●

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

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Group. They are also responsible for safeguarding the
assets of the Group and hence for taking reasonable steps for the prevention and detection of fraud and
other irregularities. The directors are responsible for the maintenance and integrity of the corporate and
financial information included on the Group’s website. The directors confirm that they have complied with
the above requirements in preparing the financial statements.
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INDEPENDENT AUDITORS REPORT
To the shareholders of Ncondezi Coal Company Limited
We have audited the group financial statements (the “financial statements”) of the Ncondezi Coal Company
Ltd Group for the year ended 31 December 2009 which comprise the Consolidated Balance Sheet, the
Consolidated Income Statement, the Consolidated Statement of Changes in Equity, the Consolidated
Cash Flow Statement and the related notes. These financial statements have been prepared under the
accounting policies set out therein.
Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the annual report and the financial statements in accordance
with International Financial Reporting Standards (IFRSs) as adopted by the European Union are as 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.
We read other information contained in the annual report and consider whether it is consistent with the
audited financial statements. The other information comprises only the directors’ report and the statement
of directors’ responsibilities. 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.
Our report is made solely to the Company’s members, as a body, in accordance with our engagement
letter dated 10 March 2010 and for no other purpose. No person is entitled to rely on this report unless
such a person is a person entitled to rely upon this report by virtue of and for the purpose of our
engagement letter dated 10 March 2010 or has been expressly authorised 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 liability.
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 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 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 group financial statements give a true and fair view, in accordance with IFRS as adopted
by the European Union, of the state of the group’s affairs as at 31 December 2009 and of its loss for the
year then ended.
BDO LLP
London
United Kingdom
8 June 2010
BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).
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CONSOLIDATED INCOME STATEMENT
for the year ended 31 December 2009
Note
Administrative expenses

4

2009
$’000
(807)

–––––––––––

(807)
–
–

Loss from operations
Finance income
Finance expense

–––––––––––

Loss for the year before taxation
Taxation

5

Loss for the year attributable to equity holders of the
parent company
Loss per share expressed in dollars per share
– Basic and diluted

(807)
–

–––––––––––

(807)

–––––––––––

2008
$’000
(129)

–––––––––––

(129)
–
–

–––––––––––

(129)
–

–––––––––––

(129)

–––––––––––

15
($807)

($129)

–––––––––––

–––––––––––

2009
$’000

2008
$’000

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2009

Loss after taxation

(807)

–––––––––––

Total comprehensive income for the year attributable to
equity holders of the parent company
The notes on pages 220 to 238 form part of these financial statements.
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CONSOLIDATED BALANCE SHEET
as at 31 December 2009

Assets
Non-current assets
Intangible assets
Property, plant and equipment

Note

2009
$’000

2008
$’000

6
7

8,415
81

6,138
75

–––––––––––

8,496

Current assets
Trade and other receivables
Cash and cash equivalents

9
10

–––––––––––

17
15

17
15

–––––––––––
–––––––––––

8,528

Liabilities
Current liabilities
Trade and other payables
Loans and borrowings

12
11

459
2,448

–––––––––––

5,997

1
3,528
(998)

–––––––––––

2,531

–––––––––––

8,528

Total equity and liabilities

6,245

955
5,042

–––––––––––

13
14
14

32

–––––––––––
–––––––––––
–––––––––––

–––––––––––

Capital and reserves attributable to shareholders
Share capital
Share premium
Retained earnings

–––––––––––

–––––––––––
–––––––––––

5,997

Total liabilities

6,213

–––––––––––

32

Total assets

–––––––––––

–––––––––––
–––––––––––

–––––––––––

2,907

–––––––––––

2,907

–––––––––––

1
3,528
(191)

–––––––––––

3,338

–––––––––––

6,245

–––––––––––
–––––––––––

The financial statements were approved by the Board of Directors and authorised for issue on 8 June
2010.
Graham Mascall
Director
The notes on pages 220 to 238 form part of these financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2009

At 1 January 2008
Total comprehensive income for the year
At 1 January 2009
Total comprehensive income for the year
At 31 December 2009

Share
capital
$’000

Share
premium
$’000

Retained
earnings
$’000

Total
$’000

1
–

3,528
–

(62)
(129)

3,467
(129)

–––––––––––

–––––––––––

1
–

3,528
–

–––––––––––

–––––––––––

1

3,528

–––––––––––
–––––––––––

–––––––––––
–––––––––––

The notes on pages 220 to 238 form part of these financial statements.
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(191)
(807)

–––––––––––

(998)

–––––––––––
–––––––––––

–––––––––––

3,338
(807)

–––––––––––

2,531

–––––––––––
–––––––––––
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CONSOLIDATED CASH FLOW STATEMENT
for the year ended 31 December 2009
Note
Cash flow from operating activities
Loss before taxation
Adjustments for:
Depreciation
Expenditure recharged from parent company

4

2009
$’000

2008
$’000

(807)

(129)

20
637

19
94

–––––––––––

Net cash flow from operating activities before changes
in working capital
Increase in payables
Increase in receivables
Net cash flow from operating activities before interest
and taxation paid

(150)
150
–

–––––––––––

–

–––––––––––

–

Net cash flow from operating activities

–––––––––––

Net increase in cash and cash equivalents in the year
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

–

–––––––––––

15

–––––––––––

15

–––––––––––
–––––––––––

–––––––––––

(16)
48
(17)

–––––––––––

15

–––––––––––

15

–––––––––––

15

–––––––––––

–

–––––––––––

15

–––––––––––
–––––––––––

The notes on pages 220 to 238 form part of these financial statements.
The Group had no significant cash transactions in the current or prior year. All significant additions in the
current and prior year were financed through shareholder loans.
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2009
1. Principal accounting policies
The Company is a limited liability company incorporated on 30 March 2006 in the British Virgin Islands as
Reeza Global Limited. The Company changed its name on 7 December 2009 to Ncondezi Coal Company
Limited. The address of its registered office is Palm Grove House, P.O. Box 438, Road Town, Tortola,
British Virgin Islands. The principal accounting policies applied in the preparation of these consolidated
financial statements are set out below. These policies have been consistently applied to all the years
presented, unless otherwise stated.
Basis of preparation
These financial statements have been prepared on the basis of a going concern and in line with IFRS. The
adoption of all of the new and revised Standards and Interpretations issued by the IASB and the
International Financial Reporting Interpretations Committee (IFRIC) of the IASB that are relevant to the
operations and effective for annual reporting periods beginning on 1 January 2009 are reflected in these
financial statements.
The preparation of financial statements in conformity with IFRS requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets and
liabilities, income and expenses. The estimates and associated assumptions are based on historical
experience and factors that are believed to be reasonable under the circumstances, the results of which
form the basis of making judgements about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates. The areas involving a higher
degree of judgement or complexity, or where assumptions and estimates are significant to the consolidated
financial statements, are disclosed in note 2.
The Group financial information is presented in United States dollars ($) and values are rounded to the
nearest thousand dollars ($000).
Loss from operations is stated after charging and crediting all operating items excluding finance income
and expenses.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision only affects that period
or in the period of revision and future periods if the revision affects both current and future periods.
The estimates and underlying assumptions are reviewed on an ongoing basis.
New IFRS issued by the IASB effective from 1 January 2009 and applied in these financial
statements are as follows:
Standard
Date of adoption Impact on initial application
Amendment to IAS 1 ‘Presentation
of Financial Statements’

1 January 2009

The Group has early adopted IAS 1 since
incorporation as permitted by the standard.

Amendment to IFRS 2 ‘Share-based
payments vesting conditions and
cancellations’

1 January 2009

The amendment did not have any impact on
the current year, or prior year financial
statements. Future transactions will be
accounted for consistently with this
amendment.

Amendment to IFRS 7, ‘Improving
Disclosure about Financial
Instruments – Improvements to
IFRSS (2009)’

1 January 2009

The revisions to IFRS 7 have been
considered and reflected in the financial
instrument disclosure within these financial
statements.

IFRS 8, ‘Operating segments’

1 January 2009

The Group has early adopted IFRS 8 since
incorporation, as permitted by the standard.
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1 January 2009

The amendment did not have any impact on
the current year, or prior year financial
statements. Future transactions will be
accounted for consistently with this
amendment.

The following standards, interpretations and amendments issued by the IASB are effective in
2009 but not relevant or have no impact on the Group:
IAS 32 ‘Amendment, Financial Instruments: Presentation of financial statements; Puttable financial
instruments and obligations arising on liquidation.
IFRIC 11, IFRS 2, ‘Group and Treasury Share Transactions’ (effective 1 March 2007). This amendment
provides guidance as to whether certain share-based payment transactions should be classified as “equity
settled” or “cash settled”.
IFRIC 12, ‘Service Concession Arrangements’. (effective 1 January 2008) This amendment interprets 14
IFRS’s that refer to a public sector entity that awards the concession as the grantor and the private sector
entity that provides the services as the operator.
IFRIC 14, IAS 19, ‘The Limit on Defined Benefit Asset Minimum Funding Requirements and their
Interaction’ (effective 1 January 2008). This amendment clarifies how any asset in a defined benefit pension
scheme should be determined, in particular where a minimum funding requirement exists.
IFRIC 13, ‘Customer Loyalty Programmes’ (effective 1 July 2008). This interprets accounting by entities
that grant loyalty awards credits.
IAS 39 AND IFRS 7, ‘Reclassification of Financial Instruments’ (effective 1 July 2008). This amendment
provides guidance on reclassification of non-derivative financial assets.
IFRIC 16, ‘Hedges of a Net Investment in a foreign operation’ (effective 1 October 2008). This clarifies
accounting treatment of changes in foreign exchange rates in respect of hedged items.
No other IFRS’s issued and adopted but not yet effective are expected to have an impact on the Group’s
financial statements.
Standards, amendments and interpretations, which are effective for reporting periods beginning after the
date of these financial statements which have not been adopted early:
●
●
●
●
●
●
●
●
●
●
●
●
●
●

IFRIC 9 and
IAS 39
IAS 27
IAS 39
IFRS 3
IFRIC 17
IFRIC 18
IFRS 1*
IFRS 2*
IAS 32
IFRIC 19*
IAS 24*
IFRIC 14*
IFRS 9*

Amendments – Embedded derivatives
Amendment – Consolidated and separate financial statements
Amendment – Recognition and measurement: Eligible hedged items
Revised – Business combinations
Distributions of non-cash assets to owners
Transfers of assets from customers
Additional exemptions for first-time adopters
Amendment – Group Cash-settled Share Based payment transactions
Amendment – Classification of Rights Issues
Extinguishing Financial Liabilities with Equity Instruments
Improvements to IFRSs (2009)* generally
Revised – Related party disclosures
Amendment to IFRIC 14 – IAS 19 Limit on a defined benefit asset,
Minimum funding requirements and their interaction
Financial instruments

30 Jun 2009
1 Jul
1 Jul
1 Jul
1 Jul
1 Jul
1 Jan
1 Jan
1 Feb
1 Apr
1 Jan
1 Jan
1 Jan

2009
2009
2009
2009
2009
2010
2010
2010
2010
2010
2011
2011

1 Jan 2013

The Group has not yet assessed the impact of IFRS 9. Except for the introduction of IFRS 3 revised and
IAS 27 Revised, which would affect any business combination that the Group completes in the future and
the amended disclosure requirements of IAS 24 Revised the above new standards, amendments and
interpretations are not expected to materially affect the Group’s reporting or reported numbers.
* Not yet endorsed by European Union
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Going concern
The Group has an obligation to meet the work programmes in respect of the four exploration licences in
Mozambique. The minimum spend required in 2010 is $4.5 million and 2011 is $5.8 million. Additionally
the Group has ongoing general and administration costs.
The Group is currently in the process of seeking to raise sufficient funds to finance the Group to a feasibility
study to bankable standard in respect of its coal assets which would include the above.
The Company has received irrevocable commitments from investors for subscription of new shares in the
Company of approximately $52 million conditional on admission to AIM. The Directors are confident that
the Company's shares will be admitted to trading on AIM.
Should the necessary funds not be raised at IPO the Group would remain dependent on its shareholders
for ongoing support.
Basis of consolidation
The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries). The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from the effective date of acquisition or up to the
effective date of disposal, as appropriate. Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into line with those used by other members of
the Group. All intra-Group transactions, balances, income and expenses are eliminated on consolidation.
Tete Coal Holdings Limited (“TCHL”), previously named Ncondezi Coal Holdings Limited, is the immediate
parent company. Strata Limited is the ultimate parent and ultimate controlling party of the Group.
Segmental reporting
Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision-maker. The chief operating decision maker has been identified as the board of directors.
Property, plant and equipment
Property, plant and equipment are stated at cost on acquisition less depreciation. Depreciation is provided
on a straight-line basis at rates calculated to write off the cost less the estimated residual value of each
asset over its expected useful economic life. The residual value is the estimated amount that would
currently be obtained from disposal of the asset if the asset were already of the age and in the condition
expected at the end of its useful life.
The annual rate of depreciation for each class of depreciable asset is:
Plant and equipment
Computers and related equipment
Furniture and fixtures
Motor vehicles

25%
33%
20%-25%
25%

The carrying value of property plant and equipment is assessed annually and any impairment is charged
to the income statement.
Assets in the course of construction are capitalised in the construction in progress account. Costs
capitalised include the purchase price of the asset and any costs directly attributable to bringing it into
working condition for its intended use. On completion, the cost of construction is transferred to the
appropriate category of property, plant and equipment. Construction in progress is not depreciated.
Impairment
The carrying amounts of non-current assets are reviewed for impairment if events or changes in
circumstances indicate the carrying value may not be recoverable. If there are indicators of impairment, an
exercise is undertaken to determine whether the carrying values are in excess of their recoverable amount.
Such review is undertaken on an asset by asset basis, except where such assets do not generate cash
flows independent of other assets, in which case the review is undertaken at the cash generating unit level.
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A previously recognised impairment loss is reversed if the recoverable amount increases as a result of a
reversal of the conditions that originally resulted in the impairment. This reversal is recognised in the income
statement and is limited to the carrying amount that would have been determined, net of depreciation, had
no impairment loss been recognised in the prior years.
The recoverable amount of assets is the greater of their value in use and fair value less costs to sell. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pretax discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset. For an asset that does not generate cash inflows largely independent of those from other
assets, the recoverable amount is determined for the cash-generating unit to which the asset belongs. The
Group’s cash-generating units are the smallest identifiable groups of assets that generate cash inflows that
are largely independent of the cash inflows from other assets or groups of assets.
Impairments are recognised in the income statement to the extent that the carrying amount exceeds the
assets carrying amount. The revised carrying amounts are amortised in line with the Group’s accounting
policies.
Leased assets
Operating leases
Where substantially all of the risks and rewards incidental to ownership are not transferred to the Group
(an ‘operating lease’) amounts payable under the lease are charged to the income statement on a straightline basis over the lease term.
Borrowing costs
Borrowing costs incurred in respect of general borrowings are recognised in profit or loss as they accrue,
using the effective interest method. There are no borrowings directly attributable to the acquisition,
construction or production of qualifying assets.
Foreign currency
The individual financial statements of each group entity are presented in the currency of the primary
economic environment in which the entity operates (its functional currency). For the purpose of the
consolidated financial statements, the results and financial position of each entity are expressed in United
States dollars, which is the functional currency of the Company and its main subsidiaries, and the
presentation currency for the consolidated financial statements.
In preparing the financial statements of the individual entities, transactions in currencies other than the
entity’s functional currency (foreign currencies) are recorded at the rates of exchange prevailing on the
dates of the transactions. At each balance sheet date, monetary items denominated in foreign currencies
are retranslated at the rates prevailing on the balance sheet date.
Exchange differences arising on the settlement of monetary items and on the retranslation of monetary
items is included in profit or loss for the period.
Provisions
Provisions are recognised when the Group has a legal or constructive obligation, as a result of past events,
for which it is probable that an outflow of economic resources will result and that outflow can be reliably
measured.

Rehabilitation
Provisions are made for the estimated rehabilitation costs relating to areas disturbed during exploration
activities up to reporting date but not yet rehabilitated.
Changes in estimates are dealt with on a prospective basis as they arise.
Significant uncertainty exists as to the amount of rehabilitation obligations which may be incurred due to
the impact of possible changes in environmental legislation.
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Exploration and evaluation assets
All costs associated with exploring and evaluating prospects within licence areas, including the initial
acquisition of the licence are capitalised 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. When a decision is made to proceed to development, the related expenditures will be
transferred to proven mining properties. Where a licence is relinquished, a project is abandoned, or is
considered to be of no further commercial value to the company, the related costs will be written off.
Currently exploration and evaluation costs are allocated to a single exploration and evaluation asset being
the exploration and evaluation of properties in Mozambique.
The recoverability of exploration and evaluation assets is dependent upon the discovery of economically
recoverable reserves, the ability of the company to obtain necessary financing to complete the
development of reserves and future profitable production or proceeds from the disposal of recoverable
reserves.
Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.
Tax payable recoverable is based on taxable profit/(loss) for the year. Taxable profit differs from profit as
reported in the income statement because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the
balance sheet date.
Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit, and are
accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for
all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available against which deductible temporary differences can be utilised.
The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled
or the asset realised. Deferred tax is charged or credited to the income statement, except when it relates
to items charged or credited directly to equity, in which case the deferred tax is also dealt with in equity.
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the Group intends to settle its current tax assets and liabilities on a net basis.
Financial instruments
Financial assets and liabilities are recognised on the Group’s balance sheet when the Group becomes party
to the contractual provisions of the instrument. Unless otherwise indicated, the carrying amounts of the
Group’s financial assets are a reasonable approximation of their fair values.
Financial assets
The group classifies its financial assets into one of the categories discussed below, depending on the
purpose for which the asset was acquired. The Group did not have any financial assets designated as held
to maturity, held for trading nor has it designated any financial assets as being at fair value through profit
and loss. Unless otherwise indicated, the carrying amounts of the Group’s financial assets are a reasonable
approximation of their fair values.
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The group’s accounting policy for each category is as follows:
Loans and receivables
Loans and receivables (including trade receivables) are measured at initial recognition at fair value and
subsequently measured at amortised cost using the effective interest rate method.
Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand, deposits and other short-term highly
liquid investments that are readily convertible to a known amount of cash and are subject to an insignificant
risk of changes in value.
The Group assesses at each reporting date whether there is objective evidence that a financial asset or a
group of financial assets is impaired.
Financial liabilities
Financial liabilities and equity instruments issued by the Group are classified according to the substance of
the contractual arrangements entered into and the definitions of a financial liability and an equity
instrument. An equity instrument is any contract that evidences a residual interest in the assets of the
Group after deducting all its liabilities. Equity instruments issued by the Company are recorded at the
proceeds are received, net of direct issue costs.
The Group classifies all its financial liabilities as held at amortised cost. The Group has not classified any
of its financial liabilities as fair value through profit or loss.
All financial liabilities including trade payables and borrowings are initially recognised at fair value net of any
transaction costs directly attributable to the issue of the instrument. Such liabilities are subsequently
measured at amortised cost using the effective interest rate method, which ensures that any interest
expense over the period to repayment is at a constant rate on the balance of the liability carried in the
balance sheet.
Share capital
Financial instruments issued by the Group are treated as equity only to the extent that they do not meet
the definition of a financial liability. The Groups ordinary shares are classified as equity instruments.
For the purposes of the disclosures given in note 13, the Group considers its capital to be total equity.
There have been no changes in what the Group considers to be capital since the previous period.
The Group is not subject to any externally imposed capital requirements.

2. Critical accounting estimates and judgements
The Group makes estimates and assumptions concerning the future, which by definition will seldom result
in actual results that match the accounting estimate. The estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying amount of assets and liabilities within the next financial
year are discussed below.
Accounting judgements
(i)

Impairment of exploration and evaluation assets
In accordance with the accounting policy stated above, the Group tests annually to see whether
exploration and evaluation assets have suffered any impairment.
The recoverability of the amounts shown in the Group balance sheet in relation to deferred exploration
and evaluation expenditure are dependent upon the discovery of economically recoverable reserves,
continuation of the Group’s interest in the underlying mining claims, the political, economic and
legislative stability of the regions in which the Group operates, compliance with the terms of the
relevant mineral rights licences, the Group’s ability to obtain the necessary financing to fulfil its
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obligations as they arise and upon future profitable production or proceeds from the disposal of
properties.
Accounting estimates
(i)

Provisions for liabilities
As a result of exploration activities the Group is required to make provision for rehabilitation. Due to
the early stage of exploration activity no significant damage has been caused and therefore no
provision has been made.

(ii)

Intangible assets arising on acquisition
To the extent that intangible assets arise on acquisition, the Group estimates the economic life of
these assets and amortises them over the relevant period. Refer to note 6.

3. Segmental analysis
The Group has two reportable segments:
●

Exploration – this segment is involved in the exploration of coal within the Group’s licence areas in
Mozambique

●

Corporate – this segment comprises head office operations and the provision of services to Group
companies

The operating results of each of these segments are regularly reviewed by the Group’s chief operating
decision makers in order to make decisions about the allocation of resources and assess their
performance.
The accounting policies of these segments are in line with those described in note 1.
The segment results for the year ended 31 December 2009 are as follows:
Exploration
$’000

Year ended 31 December 2009
Segment result before allocation of central costs

(9)

Segment result after allocation of central costs
Interest expense
Interest income

(807)

–––––––––––

–––––––––––

(9)
–
–

(798)
–
–

(807)
–
–

(9)
–

–––––––––––

Loss for the year

(798)

Group
$’000

–––––––––––

–––––––––––

Loss before taxation
Taxation

Corporate
$’000

(9)

–––––––––––
–––––––––––

–––––––––––

(798)
–

–––––––––––

(798)

–––––––––––

(807)
–

–––––––––––

(807)

–––––––––––
–––––––––––

–––––––––––
–––––––––––

Corporate
$’000

Group
$’000

The segment results for the year ended 31 December 2008 are as follows:
Exploration
$’000

Year ended 31 December 2008
Segment result before allocation of central costs

–

Segment result after allocation of central costs
Interest expense
Interest income

–––––––––––

–
–
–

(129)
–
–

(129)
–
–

–
–

–––––––––––

Loss for the year

–

–––––––––––
–––––––––––
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–––––––––––

–––––––––––

Loss before taxation
Taxation

(129)

–––––––––––

–––––––––––

(129)
–

–––––––––––

(129)

–––––––––––
–––––––––––

–––––––––––

(129)
–

–––––––––––

(129)

–––––––––––
–––––––––––
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Other segment items included in the income statement are as follows:
Exploration
$’000

Year ended 31 December 2009
Depreciation charged to the income statement

–

–––––––––––

–

Year ended 31 December 2008
Depreciation charged to the income statement

Corporate
$’000
(20)

–––––––––––

(20)

Group
$’000
(20)

–––––––––––

(20)

–––––––––––
–––––––––––

–––––––––––
–––––––––––

–––––––––––
–––––––––––

Exploration
$’000

Corporate
$’000

Group
$’000

–

–––––––––––

–

–––––––––––
–––––––––––

(19)

–––––––––––

(19)

–––––––––––
–––––––––––

(19)

–––––––––––

(19)

–––––––––––
–––––––––––

The segment assets and liabilities at 31 December 2009 and capital expenditure for the year then ended
are as follows:

Year ended 31 December 2009
Segment assets
Segment liabilities

Exploration
$’000

Corporate
$’000

Group
$’000

7,929
(798)

599
(5,199)

8,528
(5,997)

–––––––––––

Segment net assets/(liabilities)

7,131

–––––––––––

Capital expenditure

1

–––––––––––
–––––––––––

–––––––––––

(4,600)

–––––––––––

33

–––––––––––
–––––––––––

–––––––––––

2,531

–––––––––––

34

–––––––––––
–––––––––––

The segment assets and liabilities at 31 December 2008 and capital expenditure for the year then ended
are as follows:

Year ended 31 December 2008
Segment assets
Segment liabilities

Exploration
$’000

Corporate
$’000

Group
$’000

5,670
(448)

575
(2,459)

6,245
(2,907)

–––––––––––

Segment net assets/(liabilities)

5,222

–––––––––––

Capital expenditure

9

–––––––––––
–––––––––––

–––––––––––

(1,884)

–––––––––––

24

–––––––––––

3,338

–––––––––––

33

–––––––––––
–––––––––––

–––––––––––
–––––––––––

2009
$’000

2008
$’000

55
20
169
511
37
–
3
1
11

–
19
40
26
53
(9)
–
–
–

4. Expense by nature
Administrative expenses:

Auditors’ remuneration
Depreciation of property, plant and equipment
Staff costs
Professional and consultancy
Travel and accommodation
Disposal of property plant and equipment
Communication and IT
Property costs
Other expenses

–––––––––––

807

Total administrative expenses

–––––––––––
–––––––––––

227

–––––––––––

129

–––––––––––
–––––––––––
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Audit services:

Fee for the audit of annual accounts
Fee for the audit of subsidiaries

2009
$’000

2008
$’000

45
10

–
–

–––––––––––

55

–––––––––––

–

–––––––––––
–––––––––––

–––––––––––
–––––––––––

2009
$’000

2008
$’000

223
9

73
2

Staff costs:

Wages and salaries
Social security costs

–––––––––––

232

–––––––––––
–––––––––––

–––––––––––

75

–––––––––––
–––––––––––

$61,000 (2008: $33,000) included within wages and salaries and $2,000 (2008: $2,000) included within
social security costs related to exploration and evaluation costs and have been capitalised to intangible
assets. See note 6.
The average monthly number of employees (including executive Directors) of the Group during the year is:

Operational
Administration

2009
Number

2008
Number

1
7

1
7

–––––––––––

8

–––––––––––

8

–––––––––––
–––––––––––

–––––––––––
–––––––––––

2009
$’000

2008
$’000

37
99
3

–
40
–

Key management compensation:

Salary
Fees
Social security costs

–––––––––––

139

–––––––––––
–––––––––––

–––––––––––

40

–––––––––––
–––––––––––

The key management comprise the Board of Directors.
Directors’ emoluments
No retirement benefits are accruing to Directors under pension schemes. The Directors receive
reimbursement for reasonable expenses.

5. Taxation
The only Group entity subject to corporate income tax is Zambezi Energy Corporation Limitada which is
subject to tax at the rate of 32 per cent. on its profits in Mozambique. No tax charge/(credit) arose in the
current or prior year for Zambezi Energy Corporation Limitada.
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6. Intangible assets
Exploration and evaluation costs
Cost
At 1 January 2008
Additions

$’000
4,098
2,040

–––––––––––

At 1 January 2009
Additions

6,138
2,277

–––––––––––

8,415

At 31 December 2009

–––––––––––
–––––––––––

Exploration costs relate to the initial acquisition of the licences and subsequent exploration expenditure
incurred in evaluating the Ncondezi project, which consists of the 804L, 805L, 1314L and 1315L licence
areas situated in Tete, Mozambique.

7.

Property, plant and equipment

Group
Cost
At 1 January 2008
Additions
Disposals
At 1 January 2009
Additions
Disposals
At 31 December 2009
Depreciation
At 1 January 2008
Depreciation charge
Disposals
At 1 January 2009
Depreciation charge
Disposals
At 31 December 2009
Net Book value 2009
Net book value 2008

Plant and
equipment
$’000

Office and
computer
equipment
$’000

Furniture
and
fixtures
$’000

Motor
vehicles
$’000

Total
$’000

55
24
–

–
–
–

–
9
–

30
30
(30)

85
63
(30)

–––––––––––

–––––––––––

–––––––––––

–––––––––––

–––––––––––

79
–
–

–
33
–

9
1
–

30
–
–

118
34
–

–––––––––––

–––––––––––

–––––––––––

–––––––––––

79

33

10

30

–––––––––––
–––––––––––

(14)
(19)
–

–––––––––––

(33)
(20)
–

–––––––––––

(53)

–––––––––––
–––––––––––

26

–––––––––––

46

–––––––––––
–––––––––––

–––––––––––
–––––––––––

–––––––––––
–––––––––––

–
–
–

–
(2)
–

–––––––––––

–
–
–

–––––––––––

–

–––––––––––
–––––––––––

33

–––––––––––

–

–––––––––––
–––––––––––

229

–––––––––––

(2)
(1)
–

–––––––––––

(3)

–––––––––––
–––––––––––

7

–––––––––––

7

–––––––––––
–––––––––––

–––––––––––
–––––––––––

(10)
(8)
10

–––––––––––

(8)
(7)
–

–––––––––––

(15)

–––––––––––
–––––––––––

15

–––––––––––

22

–––––––––––
–––––––––––

–––––––––––

152

–––––––––––
–––––––––––

(24)
(29)
10

–––––––––––

(43)
(28)
–

–––––––––––

(71)

–––––––––––
–––––––––––

81

–––––––––––

75

–––––––––––
–––––––––––

218061 NCondezi pp210-pp238

6/8/10

2:06 PM

Page 230

8. Subsidiaries
The Group has the following subsidiary undertakings:

Zambezi Energy Corporation
Holdings 1 Limited (‘ZECH1’)
Zambezi Energy Corporation
Holdings 2 Limited (‘ZECH2’)
Zambezi Energy Corporation
Limitada (‘ZECL’)
Ncondezi Services (UK)
Limited (‘NSUL’)

% interest
2009

% interest
2008

Country of
incorporation

Activity

100

100

Mauritius

Holding company

100

100

Mauritius

Holding company

100

100

Mozambique

Mining exploration

100

–

England

Services company

Zambezi Energy Corporation Limitada is owned by Zambezi Energy Corporation Holdings 1 Limited and
Zambezi Energy Corporation Holdings 2 Limited.

9.

Trade and other receivables
2009
$’000

Current assets:
Other receivables

17

–––––––––––

17

Total trade and other receivables

2008
$’000
17

–––––––––––

17

–––––––––––
–––––––––––

–––––––––––
–––––––––––

2009
$’000

2008
$’000

The fair value of receivables is not significantly different from the carrying value.

10. Cash and cash equivalents

Cash at bank and in hand

15

–––––––––––

15

–––––––––––
–––––––––––

15

–––––––––––

15

–––––––––––
–––––––––––

The Group’s cash and cash equivalents balances may be analysed between fixed and floating rates by
currency as follows:

US Dollars
Mozambique Meticais

2009
$’000

2008
$’000

3
12

3
12

–––––––––––

15

–––––––––––
–––––––––––

–––––––––––

15

–––––––––––
–––––––––––

Where possible cash is deposited in floating rate deposit accounts at reputable financial institutions with
high credit ratings.

230

218061 NCondezi pp210-pp238

6/8/10

2:06 PM

Page 231

11. Loans and borrowings
2009
$’000
Current loans and borrowings
Shareholder loan

5,042

–––––––––––

5,042

Total loans and borrowings

–––––––––––
–––––––––––

2008
$’000
2,448

–––––––––––

2,448

–––––––––––
–––––––––––

The shareholder loan is provided by Tete Coal Holdings Limited, is interest free, unsecured and repayable
on 5 days notice

12. Trade and other payables

Other payables
Other taxation and social security
Accruals and deferred income

2009
$’000

2008
$’000

154
746
55

61
398
–

–––––––––––

955

–––––––––––

459

–––––––––––
–––––––––––

–––––––––––
–––––––––––

2009
No.

2008
No.

The fair value of payables is not significantly different from the carrying value.

13. Share capital

Authorised:
Ordinary Shares of US$1 each

50,000

–––––––––––

Issued and fully paid:
Ordinary Shares of US$1 each

1,000

Authorised:
Ordinary Shares of US$1 each

1,000

–––––––––––
–––––––––––

–––––––––––
–––––––––––

2009
$’000

2008
$’000

50

–––––––––––

Issued and fully paid:
Ordinary Shares of US$1 each

50,000

–––––––––––

1

50

–––––––––––

1

–––––––––––
–––––––––––

–––––––––––
–––––––––––

No.

$’000

Shares issued and fully paid
Ordinary shares

1,000

At 1 January 2008 and 31 December 2008

–––––––––––

1,000

At 31 December 2009

–––––––––––
–––––––––––
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Capital
As described in note 1 the Group considers its capital to comprise total equity. In managing its capital, the
Group’s primary objective is to ensure its continued ability to provide a consistent return for its equity
shareholders through capital growth in the short term and both capital growth and distributions in the
medium to long term.
The Group’s gearing ratio at the balance sheet date is shown below:

Cash and equivalents
Shareholder loan

2009
$’000

2008
$’000

(15)
5,042

(15)
2,448

–––––––––––

5,027

Net debt

Share capital
Share premium
Retained earnings

–––––––––––
–––––––––––

2009
$’000

2008
$’000

1
3,528
(998)

1
3,528
(191)

2,531

Gearing ratio

2,433

–––––––––––
–––––––––––

–––––––––––

Total capital

–––––––––––

–––––––––––

3,338

–––––––––––
–––––––––––

–––––––––––
–––––––––––

198%

73%

14. Reserves
The following describes the nature and purpose of each reserve within owners’ equity.
Share capital
Share premium
Retained earnings

Amount subscribed for share capital at nominal value.
Amount subscribed for share capital in excess of nominal value.
Cumulative net gains and losses less distributions made.

15. Loss per share
Basic loss per share is calculated by dividing the loss attributable to ordinary shareholders by the weighted
average number of Ordinary Shares outstanding during the year.
There were no potential ordinary shares in issue in the years ended 31 December 2009 and 31 December
2008 and therefore basic and diluted loss per share are the same

Loss
$’000
Basic and diluted loss
per share

(807)

2009
Weighted
average
number
of shares

Per share
amount ($)

1,000

(807)

Loss
$’000
(129)

2008
Weighted
average
number
of shares

Per share
amount ($)

1,000

(129)

16. Related party transactions
IAS 24, ‘Related Party Transactions’, requires the disclosure of the details of material transactions between
the reporting entity and related parties.
Artemis Corporate Services Limited (‘ACSL’)
Artemis Trustees Limited (‘ATL’) is the parent company of ACSL, a director of the Company. During the year
ATL provided corporate and administrative services to the Group amounting to $27,000 (2008: $16,000).
232

218061 NCondezi pp210-pp238

6/8/10

2:06 PM

Page 233

Tete Coal Holdings Limited (‘TCHL’)
TCHL is a majority shareholder of the Company and has a number of common directors with the Company.
During the year TCHL recharged exploration costs of $1.9 million (2008: $1.7 million) and overheads of
$807,000 (2008: $129,000) incurred on the Group’s behalf. The amounts due to TCHL are disclosed in
note 11.
NSUL administration office
In December 2009 the Group entered into a short term lease expiring in June 2011, with Strata Group
Services Limited, a subsidiary of Strata Limited for offices in London, United Kingdom. The annual rent for
these offices is $129,000 (£79,650).
Strata Capital Engagement Letter
Pursuant to an engagement letter dated 2 March 2009 (“Strata Engagement Letter”), the Company
appointed Strata Capital UK LLP (“Strata Capital”) a subsidiary of Strata Limited as its joint financial adviser.
Under the terms of the Strata Engagement Letter, Strata Capital provided the Company with financial
advice and assistance and the Company agreed to pay to Strata Capital a non-refundable monthly retainer
in respect of any month in which Strata Capital performed work under the scope of the Strata Engagement
Letter. In addition, if, during the term of the Strata Engagement Letter, certain transactions are closed,
certain transaction fees are payable by the Company. The Strata Engagement Letter expired on or around
2 March 2010. As at the date of this document, the Company had paid to Strata Capital an aggregate of
US$100,000 pursuant to the Strata Engagement Letter.

17. Lease commitments
Operating lease commitments – minimum lease payments
ZECL administration office
In December 2009 the Group entered into a 5 year lease for offices in Tete, Mozambique. The annual rent
for these offices is $62,000.
NSUL administration office
In December 2009 the Group entered into a short term lease expiring 2 June 2011, with Strata Group
Services Limited, a subsidiary of Strata Limited for offices in London, United Kingdom. The annual rent for
these offices is $129,000 (£79,650).
Future minimum lease payments under non-cancellable operating leases as at 31 December 2009 are as
follows:

Within one year
After one year but not more than five years

2009
$’000

2008
$’000

191
302

–
–

–––––––––––

Minimum lease payments

493

–––––––––––
–––––––––––

–––––––––––

–

–––––––––––
–––––––––––

18. Financial instruments
In common with all other businesses, the Group is exposed to risks that arise from its use of financial
instruments. This note describes the Group’s objectives, policies and processes for managing those risks
and the methods used to measure them. Further quantitative information in respect of these risks is
presented throughout these financial statements.
The significant accounting policies regarding financial instruments are disclosed in note 1.
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There have been no substantive changes in the Group’s exposure to financial instrument risks, its
objectives, policies and processes for managing those risks or the methods used to measure them from
previous periods unless otherwise stated in this note.
Principal financial instruments
The principal financial instruments used by the Group from which financial instrument risk arises, are as
follows:

Loans and receivables at amortised cost
Trade and other receivables
Cash and cash equivalents
Financial liabilities held at amortised cost
Trade and other payables
Borrowings

2009
$’000

2008
$’000

17
15

17
15

154
5,042

61
2,448

–––––––––––
–––––––––––

–––––––––––
–––––––––––

General objectives, policies and processes
The Board has overall responsibility for the determination of the Group’s risk management objectives and
policies and retains ultimate responsibility for them.
The overall objective of the Board is to set polices that seek to reduce risk as far as possible without unduly
affecting the Group’s competitiveness and flexibility. Further details regarding these policies are set out
below:
Credit risk
Credit risk arises principally from the Group’s investments in cash deposits.
The Group holds its cash balances with 2 different banks in Guernsey and Mozambique. The Group seeks
to deposit cash with reputable financial institutions with strong credit ratings.
Liquidity risk
Liquidity risk arises from the Group’s management of working capital and it’s shareholder loan which is
repayable on demand. As disclosed in note 1 the Group is dependent on the raising of funds and/or
continued shareholder support to meet its obligations as they fall due.
The Board receives cash flow projections on a monthly basis as well as information on cash balances.
Maturity analysis

2009

Total On demand In 1 month
$’000
$’000
$’000

Trade and other payables
Borrowings

154
5,042

––––––––––
––––––––––

–
5,042

Between
6 and 12
months
$’000

Between
1 and 3
years
$’000

–
–

–
–

–
–

––––––––––
––––––––––

––––––––––
––––––––––

––––––––––
––––––––––

––––––––––
––––––––––

2008

Total On demand In 1 month
$’000
$’000
$’000

Between
1 and 6
months
$’000

Between
6 and 12
months
$’000

Between
1 and 3
years
$’000

Trade and other payables
Borrowings

61
2,448

–
–

–
–

–
–

––––––––––
––––––––––

––––––––––
––––––––––

154
–

Between
1 and 6
months
$’000

–
2,448

––––––––––
––––––––––
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The Group endeavours to match the maturity of its current assets with its current liabilities to mitigate
liquidity risk.
Market risk
The Group does not currently sell any coal. As such there is no specific market risk at the date of this
report. However, there is a long term market risk associated with the project as a whole whereby a drop
in coal prices below expected levels may have effect in the viability of the project.

Interest rate risk profile and maturity analysis of financial liabilities
Note 11 provides an analysis of the Group’s financial liabilities. As at 31 December 2009 there were
liabilities of $5.0 million bearing no interest and falling due on 5 days notice (2008: $2.4 million).
Currency risk
The Group is exposed to currency risk through its activities in Mozambique due to certain costs arising in
Mozambique Meticais, whilst the functional currency is US dollars. The Group has no formal policy in
respect of foreign exchange risk, however, it reviews its currency exposures on a monthly basis. Currency
exposures relating to monetary assets held by foreign operations are included within the Group Income
Statement. The Group also manages its currency exposure by retaining the majority of its cash balances
in US dollars, being a relatively stable currency.
A 5 per cent. appreciation in the value of the US dollar against the Meticais will increase net assets by
$35,000 (2008: $18,000). A 5 per cent. depreciation in the value of the US Dollar against the Meticais will
decrease net assets by $39,000 (2008: $20,000).
Currency exposures
In so far as is possible the Group manages its foreign currency exposures by minimising cross currencies
and retaining cash balances in US$.
2009
$’000
Assets/(liabilities) held
GBP
MZN
US dollars functional currency

(77)

–––––––––––

(77)

–––––––––––
–––––––––––

(743)

–––––––––––

(743)

–––––––––––
–––––––––––

2008
$’000
Assets/(liabilities) held
GBP
MZN
–

–––––––––––

–

–––––––––––
–––––––––––

(372)

–––––––––––

(372)

–––––––––––
–––––––––––

Fair value
Fair value is the amount at which a financial instrument could be exchanged in an arm’s length transaction
between informed and willing parties, other than a forced or liquidation sale and excludes accrued interest.
Where available, market values have been used to determine fair values. Where market values are not
available, fair values have been calculated by discounting expected cash flows at prevailing interest rates
and by applying year end exchange rates.
The fair values of short-term deposits, loans and overdrafts with a maturity of less than one year are
assumed to approximate to their book values.
Borrowing facilities
The Group had no undrawn committed borrowing facilities available at 31 December 2009 (2008: Nil).

19. Contingent liabilities
Inherent uncertainties in interpreting tax legislation
The Group is subject to uncertainties relating to the determination of its tax liabilities.
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The tax system and tax legislation in Mozambique have been in force for only a relatively short time and
may be subject to frequent changes and varying interpretations. The Directors’ interpretations of such
legislation in applying it to business transactions of the Group may be challenged by the relevant tax
authorities and, as a result, the Group may be assessed on additional tax payments including fines,
penalties and interest charges, which could have a material adverse effect on the Group’s financial position
and results of operations.
The Directors believe that the Group is in substantial compliance with tax legislation and any contractual
terms entered into that relate to tax which affect its operations and that, consequently, no additional tax
liabilities will arise in excess of those recognised in the financial statements. However, due to the reasons
set out above, the risk remains that the relevant Government authorities may take a differing position with
regard to the interpretation of contractual provisions or tax legislation. The resulting effect of this matter is
that significant additional tax liabilities may arise. However, due to the range of uncertainties described
above in assessing any potential additional tax liabilities, it is not practicable for the Directors to estimate
the financial effect in terms of the amount of additional tax liabilities, if any, together with any associated
penalties and charges for which the Group may be liable.

20. Post balance sheet events
804L and 805L exploration licences
In January 2010 the exploration licences for 804L and 805L were extended for a further 3 years and will
now expire on 17 December 2012.
Material contracts
Following the year end the Group entered into the following material contracts:
Placing Agreement
The Placing Agreement dated 8 June 2010 between the Company, the Directors, Liberum Capital Limited
(“Liberum”) and Renaissance Capital Limited (“Renaissance”) whereby Liberum and Renaissance are
appointed jointly as agent of the Company to use their reasonable endeavours to procure subscribers for
the Placing Shares at the Placing Price.
Pursuant to the Placing Agreement, the Company and its Directors have given certain warranties to
Liberum and Renaissance regarding, inter alia, the accuracy of information in this document. In addition,
the Company has given an indemnity to Liberum and Renaissance in respect of the Placing. The Placing
is not underwritten. The Placing Agreement is conditional, inter alia, on Admission taking place no later than
21 June 2010 or such later date as may be agreed by the Company and Liberum and Renaissance and
the Company and its Directors complying with certain obligations under the Placing Agreement. Under the
Placing Agreement, the Company has agreed to pay to:
(a)

Liberum a corporate finance fee of £125,000 (payable immediately upon completion of the Admission
and the Placing), commission of 2.5 per cent. of the aggregate value of the Placing Shares at the
Placing Price, together with all costs and expenses and VAT thereon, where appropriate; and

(b)

Renaissance a corporate finance fee of £100,000 (payable immediately upon completion of the
Admission and the Placing), commission of 2.5 per cent. of the aggregate value of the Placing Shares
at the Placing Price, together with all costs and expenses and VAT thereon, where appropriate.

The Company has also agreed to issue Liberum and Renaissance warrants pursuant to the Warrant Deed
details of which are set out below.
Liberum Nominated Adviser and Broker Agreement
A nominated adviser and broker agreement dated 8 June 2010 between the Company, the Directors and
Liberum pursuant to which the Company has appointed Liberum to act as its nominated adviser and joint
broker to the Company for the purposes of the AIM Rules for Companies. The Company has agreed to
pay Liberum an annual a retainer of £60,000 (payable half yearly in advance). The agreement contains
certain undertakings by the Company and the Directors and indemnities given by the Company in respect
of, inter alia, compliance with all applicable regulations. The agreement may be terminated by either the
Company or Liberum on written notice without cause.
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Renaissance Broker Agreement
A broker agreement dated 8 June 2010 between the Company and Renaissance pursuant to which the
Company has appointed Renaissance to act as its joint broker for the purposes of the AIM Rules for
Companies. The Company has agreed to pay Renaissance an annual retainer of £30,000 (payable half
yearly in advance). The Agreement contains certain undertakings by the Company and indemnities given
by the Company in respect of, inter alia, compliance with all applicable regulations. The agreement may be
terminated by either Renaissance or the Company on written notice without cause.
Warrant Deed
Under a deed of warrant dated 8 June 2010 the Company has conditional on Admission granted to each
of Liberum and Renaissance a warrant to subscribe for 723,911 Ordinary Shares, being equal to 2.5 per
cent. of the Placing Shares. The Warrants may be exercised at any time and from time to time until
5.00 p.m. on 10 June 2011 at the Placing Price.
Loan Agreement
A loan agreement dated 6 May 2009 between TCHL and the Company records the terms upon which
TCHL made an unsecured loan facility of US$2,416,872.64 available to the Company on 31 December
2008 and agreed to provide an additional loan facility for up to a maximum amount of US$5,583,127.36
or such higher amount to be determined by TCHL at its sole discretion (the “Loan Facilities”). As at the date
of this document, the total amount drawn down under the Loan Facilities is approximately US$7,203,684.
The purpose of the Loan Facilities is to fund directly or indirectly mining, prospecting and exploration
operations in respect to prospecting and exploration licences 804L, 805L, 1314L and 1315L in the
Republic of Mozambique. Repayment of the Loan Facilities is due within five business days of written
demand being made by TCHL. The loan is interest free unless the Company fails to make a repayment
whereupon an interest rate of one per cent. per annum is applicable. Interest accrues daily and shall be
payable on demand. The Company agrees to indemnify TCHL against any costs, losses, expenses or
liabilities sustained or incurred by TCHL as a result of any failure by the Company to comply with its
obligations under these Loan Facilities. Pursuant to the Strata Buy Back Agreement it is agreed that no
further sum will be advanced following the publication of this document, that approximately US$4,249,526
of the Shareholder Loan be converted into Ordinary Shares at the Placing Price prior to Admission and the
balance of the Shareholder Loan being approximately US$2,954,158 be assigned by TCHL to Strata and
pursuant to a separate letter agreement between Strata and the Company dated 8 June 2010, then
converted into Ordinary Shares at the Placing Price prior to Admission. Following such conversion no
further amounts will be owing by the Company under the Loan Facilities.
Deed of Termination and Amendment
A deed of termination and amendment dated 24 May 2010 which supersedes a deed dated 16 April 2010
(the “Deed of Termination and Amendment”) between the Company, TCHL, Rogerio Dos Santos (in his
personal capacity and as executor and heir to the estates of certain members of the Dos Santos family)
and Roberto Dos Santos (in his personal capacity and as heir to the estates of certain members of the Dos
Santos family). Pursuant to the Deed of Termination (i) the parties consent to implementation of certain
reorganisation steps prior to Admission; (ii) the parties to the Shareholders’ Agreement terminate the
Shareholders’ Agreement effective from Admission; and (iii) certain of the parties to the SPA waive certain
rights under the SPA in respect of the reorganisation steps prior to Admission and, effective from
Admission, including waivers which are consequential to the termination of the Shareholders’ Agreement
in respect of the additional reserve related payment to Dos Santos and the restrictions on the future
transfer of shares in the Company, including rights of first refusal and drag and tag along provisions.
As a result no additional reserves related payments are payable to the Dos Santos family.
Strata Buy Back Agreement
An agreement dated 24 May 2010 entered into between the Company, TCHL and Strata (the “Strata Buy
Back Agreement”). The Strata Buy Back Agreement refers to the Company having drawn down certain
amounts of a loan made available from TCHL pursuant to a facility letter dated 6 May 2009 (the “Facility
Letter”) (the amounts so drawn down being the “Loan”). The Strata Buy Back Agreement provides that
TCHL agrees to discharge the Company from its obligations to repay a certain amount of the Loan (the
“Capitalisation Amount”) in consideration for the allotment and issue of Ordinary Shares by the Company
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at the Placing Price with an aggregate cash value equal to the Capitalisation Amount (the “Capitalisation
Shares”) (the “Capitalisation”). The Company also agrees to release and discharge TCHL from any further
obligations pursuant to the Facility Letter to advance any further amounts of the loan facilities available,
with effect from the date of publication of the Admission Document.
Dos Santos Option Agreement
A put and call option agreement dated 24 May 2010 between Rogerio Dos Santos (in his capacity as
executor and heir to the estates of certain members of the Dos Santos family), Roberto Dos Santos (in his
personal capacity and as heir to the estates of certain members of the Dos Santos family) and the
Company pursuant to which Rogerio Dos Santos granted the Company a call option (the “Call Option”) in
relation to the Dos Santos Shares. The Call Option can be exercised in whole or in part by the Company
at any time or times during the option period which starts on the date on which a court order is made for
the re-sealing of the South African letters of executorship of the estate of Dos Santos occurs in the BVI
until the later of: (i) the date which is 12 months from Admission; and (ii) the date which is three months
from the date on which the Company is notified that the re-sealing of the letters of executorship in respect
of the estate of Dos Santos in the BVI has occurred (“Option Period”). Further, the Company has granted
Rogerio Dos Santos a put option (the “Put Option”) in respect of such number of the Dos Santos Shares,
which when aggregated with all of the Dos Santos Shares bought back by the Company in respect of any
exercise of the Call Option, equal to the value of US$500,000. No exercise of the Put Option, which when
aggregated with all exercises of the Call Option, shall result in Rogerio Dos Santos receiving an amount in
excess of US$500,000. The option price per Dos Santos Share under the Put Option or Call Option is
equal to the Placing Price less 10 per cent.
Relationship Agreement
A relationship agreement dated 3 June 2010 (“Relationship Agreement”) between the Company and
Strata, which is conditional upon Admission, to regulate the ongoing relationship between the Company
and Strata. The principal purpose of the Relationship Agreement is to ensure that the Group is capable of
carrying on its business independently of Strata and its subsidiary undertakings (“Strata Group”) and that
transactions and relationships with the Strata Group are at arm’s length and on normal commercial terms.
The Relationship Agreement will continue for so long as the Ordinary Shares are admitted to trading on
AIM and Strata owns or controls in aggregate 15 per cent. or more of the issued shares or voting rights of
the Company.
Share Capital
On 25 May 2010 pursuant to a written resolution of the Shareholders dated 24 May 2010, the
Memorandum was amended to be an unlimited number of ordinary shares of no par value.
On 25 May 2010, pursuant to a written resolution of the Shareholders dated 24 May 2010 each issued
ordinary share of US$1 was divided into 80,000 Ordinary Shares of no par value, of which 68,000,000
Ordinary Shares were held by Artemis Nominees Limited as nominee for TCHL and 12,000,000 were held
by Dos Santos.
On 27 May 2010 pursuant to a resolution of the Directors dated 21 May 2010, 3,600,000 Ordinary Shares
were issued to Ogier Employee Benefit Trustee Limited as trustee of the Ncondezi Employee Benefit Trust
1. These Ordinary Shares are held as nominee for selected management of the Company and the
Ncondezi Employee Benefit Trust 2 who are the joint beneficial owners under the Ncondezi Long Term
Incentive Plan.
On 27 May 2010, pursuant to certain anti-dilutive provisions contained in the Shareholders’ Agreement,
189,474 Ordinary Shares were issued to the Dos Santos as a result of the issue of Ordinary Shares
pursuant to the Ncondezi Long Term Incentive Plan described above.
Prior to Admission, pursuant to the Strata Buy Back Agreement 2,366,369 Ordinary Shares will be issued
to TCHL and 1,645,037 Ordinary Shares will be issued to Strata in consideration for the capitalisation of
certain sums due to TCHL and Strata respectively.
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DIRECTORS’ REPORT
The Directors present their annual report and the audited Group financial statements for the year ended
31 December 2008.

Principal activities
The principal activity of the Group is coal exploration.

Business review and future developments
The Group holds 4 coal exploration licences in Mozambique. As detailed in the key performance indicators
below the Group has incurred exploration costs of $2.0 million (2007: $0.6 million) and has fulfilled its
annual work programs for 2008 and 2009. The Group is seeking to raise significant funds in the first half
of 2010 through an equity placing and admission to trading on AIM. These funds will be used to undertake
and complete a feasibility study to bankable standard.
Principal risks and uncertainties
The Group operates in an uncertain environment that may result in increased risk, costs pressures and
schedule delays. The following are some of the key risks that face the Group:
Exploration and development risk
There is no assurance that the Group’s exploration activities will be successful, and statistically few
properties that are explored are ultimately developed into producing mines. The Group’s operations may
also be curtailed, delayed or cancelled as a result of economic, environmental and political conditions in
the area of operation.
Financing
The development of the Group’s properties will depend upon the Group’s ability to obtain financing
primarily through the raising of new equity capital, but also by means of joint venture of projects, debt
financing, farm outs or other means. There is no assurance that the Group will be successful in obtaining
the required financing. If the Group is unable to obtain additional financing as needed some interests may
be relinquished and/or the scope of the operations reduced.
Environmental and other regulatory requirements
Existing and possible future environmental legislation, regulations and actions could cause additional
expense, capital expenditures, restrictions and delays in the activities of the Group, the extent of which
cannot be predicted. Before exploration and production can commence on any properties, the Group must
obtain regulatory approval and there is no assurance that such approvals will be obtained. No assurance
can be given that new rules and regulations will not be enacted or existing rules and regulations will not be
applied in a manner which could limit or curtail the Group’s operations.
Key performance indicators
The key performance indicators of the Group are as follows:

Exploration expenditure ($’000)
Metres drilled
Cash at bank at 31 December ($’000)
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2008

2007

2,040
4,696
15

569
1,063
–
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Results and dividends
The results of the Group for the year ended 31 December 2008 are set out on page 245.
The Directors do not recommend payment of a dividend for the year (2007: nil). The loss will be transferred
to reserves.

Events after the reporting date
See note 20 for further information.

Disclosure of information to auditors
So far as each Director at the date of approval of this report is aware, there is no relevant audit information
of which the Group’s auditors are unaware and each Director has taken all steps that he ought to have
taken to make himself aware of any relevant audit information and to establish that the auditors are aware
of that information.

Auditors
BDO LLP have expressed their willingness to continue in office as auditors, and a resolution to reappoint
them will be proposed at the Annual General Meeting.
By order of the Board
Artemis Secretaries Limited
Company Secretary
8 June 2010
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES
The directors are responsible for preparing the directors’ report and the financial statements for the Group.
The directors have chosen to prepare financial statements for each financial year which give a true and fair
view of the state of affairs of the Group and of the profit or loss of the Group for that year. The directors
have chosen to use the International Financial Reporting Standards as adopted by the European Union
(IFRS) in preparing the Group‘s financial statements.
International Accounting Standards requires that the financial statements present fairly for each financial
period the Group’s financial position, financial performance and cash flows. This requires the faithful
representation of the effects of transaction, other events and conditions in accordance with the definitions
and recognition criteria for assets, liabilities, income and expenses set out in the International Accounting
Standards Board’s “Framework for the preparation and presentation of financial statements”. In virtually all
circumstances, a fair presentation will be achieved by compliance with all applicable IFRS. A fair
presentation also requires the directors to:
●

consistently select and apply appropriate accounting policies;

●

present information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information; and

●

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

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Group. They are also responsible for safeguarding the
assets of the Group and hence for taking reasonable steps for the prevention and detection of fraud and
other irregularities. The directors are responsible for the maintenance and integrity of the corporate and
financial information included on the Group’s website. The directors confirm that they have complied with
the above requirements in preparing the financial statements.
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INDEPENDENT AUDITORS REPORT
To the shareholders of Ncondezi Coal Company Limited
We have audited the group financial statements (the “financial statements”) of the Ncondezi Coal Company
Ltd for the year ended 31 December 2008 which comprise the Consolidated Balance Sheet, the
Consolidated Income Statement, the Consolidated Statement of Changes in Equity, the Consolidated
Cash Flow Statement and the related notes. These financial statements have been prepared under the
accounting policies set out therein.
Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the annual report and the financial statements in accordance
with International Financial Reporting Standards (IFRSs) as adopted by the European Union are as 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.
We read other information contained in the annual report and consider whether it is consistent with the
audited financial statements. The other information comprises only the directors’ report and the statement
of directors’ responsibilities. 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.
Our report is made solely to the Company’s members, as a body, in accordance with our engagement
letter dated 10 March 2010 and for no other purpose. No person is entitled to rely on this report unless
such a person is a person entitled to rely upon this report by virtue of and for the purpose of our
engagement letter dated 10 March 2010 or has been expressly authorised 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 liability.
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 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 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 group financial statements give a true and fair view, in accordance with IFRS as adopted
by the European Union, of the state of the group’s affairs as at 31 December 2008 and of its loss for the
year then ended.
BDO LLP
London
United Kingdom
8 June 2010
BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).
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CONSOLIDATED INCOME STATEMENT
for the year ended 31 December 2008
Note
Administrative expenses

4

2008
$’000
(129)

–––––––––––

(129)
–
–

Loss from operations
Finance income
Finance expense

–––––––––––

Loss for the year before taxation
Taxation

5

Loss for the year attributable to equity holders of the
parent company
Loss per share expressed in dollars per share
– Basic & diluted

(129)
–

–––––––––––

(129)

–––––––––––

16

($129)

2007
$’000
(62)

–––––––––––

(62)
–
–

–––––––––––

(62)
–

–––––––––––

(62)

–––––––––––

($98)

–––––––––––

–––––––––––

2008
$’000

2007
$’000

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2008

Loss after taxation

(129)

–––––––––––

Total comprehensive income for the year attributable to
equity holders of the parent company
The notes on pages 249 to 268 form part of these financial statements.
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(62)

–––––––––––

(62)
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CONSOLIDATED BALANCE SHEET
as at 31 December 2008

Assets
Non-current assets
Intangible assets
Property, plant and equipment

Note

2008
$’000

2007
$’000

6
7

6,138
75

4,098
61

–––––––––––

6,213

Current assets
Trade and other receivables
Cash and cash equivalents

10
11

–––––––––––

17
15

–
–

–––––––––––
–––––––––––

6,245

Liabilities
Current liabilities
Trade and other payables
Loans and borrowings

12
13

14
15
15

4,159

459
2,448

108
584

–––––––––––

1
3,528
(191)

–––––––––––

3,338

–––––––––––

6,245

Total equity and liabilities

–

–––––––––––
–––––––––––
–––––––––––

–––––––––––

Capital and reserves attributable to shareholders
Share capital
Share premium
Retained earnings

–––––––––––

–––––––––––
–––––––––––

2,907

Total liabilities

4,159

–––––––––––

32

Total assets

–––––––––––

–––––––––––
–––––––––––

–––––––––––

692

–––––––––––

1
3,528
(62)

–––––––––––

3,467

–––––––––––

4,159

–––––––––––
–––––––––––

The financial statements were approved by the Board of Directors and authorised for issue on 8 June
2010.
Graham Mascall
Director
The notes on pages 249 to 268 form part of these financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2008

At 1 January 2007
Total comprehensive income for the year
Issue of shares
At 1 January 2008
Total comprehensive income for the year
At 31 December 2008

Share
capital
$’000

Share
premium
$’000

Retained
earnings
$’000

Total
$’000

–
–
1

–
–
3,528

–
(62)
–

–
(62)
3,529

–––––––––––

–––––––––––

1
–

3,528
–

–––––––––––

–––––––––––

1

3,528

–––––––––––
–––––––––––

–––––––––––
–––––––––––

The notes on pages 249 to 268 form part of these financial statements.
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–––––––––––

(62)
(129)

–––––––––––

(191)

–––––––––––
–––––––––––

–––––––––––

3,467
(129)

–––––––––––

3,338

–––––––––––
–––––––––––
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CONSOLIDATED CASH FLOW STATEMENT
for the year ended 31 December 2008
Note
Cash flow from operating activities
Loss before taxation
Adjustments for:
Depreciation
Expenditure recharged from parent company

4

2008
$’000

2007
$’000

(129)

(62)

19
94

24
38

–––––––––––

Net cash flow from operating activities before changes
in working capital
Increase in payables
Increase in receivables

12
10

Net cash flow from operating activities before interest
and taxation paid

(16)
48
(17)

–––––––––––

15

–––––––––––

15

Net cash flow from operating activities

–––––––––––

15

Net increase in cash and cash equivalents in the year

–––––––––––

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

–

–––––––––––

11

15

–––––––––––
–––––––––––

–––––––––––

–
–
–

–––––––––––

–

–––––––––––

–

–––––––––––

–

–––––––––––

–

–––––––––––

–

–––––––––––
–––––––––––

The notes on pages 249 to 268 form part of these financial statements.
The Group had no significant cash transactions in the current or prior year. All significant additions in the
current and prior year were financed through shareholder loans.
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2008
1. Principal accounting policies
The Company is a limited liability company incorporated on 30 March 2006 in the British Virgin Islands as
Reeza Global Limited. The Company changed its name on 7 December 2009 to Ncondezi Coal Company
Limited. The address of its registered office is Palm Grove House, P.O. Box 438, Road Town, Tortola,
British Virgin Islands. The principal accounting policies applied in the preparation of these consolidated
financial statements are set out below. These policies have been consistently applied to all the years
presented, unless otherwise stated.
Basis of preparation
These financial statements have been prepared on the basis of a going concern and in line with IFRS. The
adoption of all of the new and revised Standards and Interpretations issued by the IASB and the
International Financial Reporting Interpretations Committee (IFRIC) of the IASB that are relevant to the
operations and effective for annual reporting periods beginning on 1 January 2008 are reflected in these
financial statements.
The preparation of financial statements in conformity with IFRS requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets and
liabilities, income and expenses. The estimates and associated assumptions are based on historical
experience and factors that are believed to be reasonable under the circumstances, the results of which
form the basis of making judgements about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates. The areas involving a higher
degree of judgement or complexity, or where assumptions and estimates are significant to the consolidated
financial statements, are disclosed in note 2.
The Group financial information is presented in United States dollars (‘$’) and values are rounded to the
nearest thousand dollars ($’000).
Loss from operations is stated after charging and crediting all operating items excluding finance income
and expense.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision only affects that period
or in the period of revision and future periods if the revision affects both current and future periods.
The estimates and underlying assumptions are reviewed on an ongoing basis.
Standards, amendments and interpretations effective in 2008:
●
IFRIC 11, IFRS 2 – Group and treasury share transactions, requires arrangements whereby an
employee is granted rights to an entity’s equity instruments to be accounted for as an equity-settled
scheme, even if the entity buys the instrument from another party, or the shareholders provide the
equity instruments needed. The adoption of this Interpretation had no impact on the financial position
or performance of the Group.
●

IFRIC 12, Service Concession Arrangements (effective for accounting periods beginning on or after
1 January 2008). IFRIC 12 gives guidance on the accounting by operators for public-to-private
service concession arrangements. IFRIC 12 is not relevant to the group’s operations due to absence
of such arrangements.

●

An amendment to IAS 39 and IFRS 7 – ‘Reclassification of Financial Assets’ – was issued on
13 October 2008. This Amendment permits an entity to reclassify non-derivative financial assets
(other than those designated at fair value through profit or loss by the entity upon initial recognition)
out of the fair value through profit or loss category in particular circumstances. The Amendment also
permits an entity to transfer from the available-for-sale category to the loans and receivables category
a financial asset that would have met the definition of loans and receivables (if the financial asset had
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not been designated as available for sale), if the entity has the intention and ability to hold that financial
asset for the foreseeable future. The Amendment has had no effect on the Group’s financial
statements.
Standards, amendments and interpretations that are not yet effective and have been early
adopted:
●
IFRS 8, Operating segments, effective for annual periods beginning on or after 1 January 2009,
replaces IAS 14 and aligns segment reporting with the requirements of US standard SFAS 131,
Disclosures about segments of an enterprise and related information. The new standard requires a
management approach under which segment information is presented on the same basis as that
used for internal reporting purposes. The standard is effective from 1 January 2009, however, as
permitted by the standard the management chose to adopt it from incorporation.
●

Amendment to IAS 1, Presentation of financial statements: A Revised Presentation aims to improve
the ability of users of financial statements to analyse and compare information in those statements.
The standard is effective from 1 January 2009, however, as permitted by the standard the
management chose to adopt it from incorporation.

Standards, amendments and interpretations effective in 2008 but not relevant for the Group:
●
IFRIC 14, IAS 19 – The limit on a defined benefit asset, minimum funding requirements and their
interaction, provides guidance on how to assess the limit on the amount of surplus in a defined benefit
scheme that can be recognised as an asset under IAS19 Employee benefits.
Standards, amendments and interpretations that are not yet effective and have not been early
adopted:
●
IAS 23 (Amendment), Borrowing costs, effective from 1 January 2009, requires an entity to capitalise
borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset
(one that takes a substantial period of time to get ready for use or sale) as part of the cost of that
asset. The option of immediately expensing those borrowing costs is removed. The Group will apply
IAS23 (Revised) from 1 January 2009. The amendments to the standard are not expected to have an
impact as the Group does not incur borrowing costs.
●

Amendments to IAS 32, Financial instruments: Presentation, and IAS 1, Presentation of financial
statements: Puttable financial instruments and obligations arising on liquidation, (effective from
1 January 2009). The amendments to the standards are not expected to have an impact as the Group
does not currently have any of these financial instruments.

●

Amendment to IFRS 2, Share-based payment Vesting conditions and cancellations, clarifies that only
service conditions and performance conditions are vesting conditions and specifies that all
cancellations, whether by the entity or by other parties, should receive the same accounting
treatment. The Group will apply the amended standard from 1 January 2009 but it is not expected to
have a significant impact.

●

IAS 27 (Revised), Consolidated and separate financial statements, requires the effects of all
transactions with non-controlling interests to be recorded in equity if there is no change in control.
The standard also specifies the accounting when control is lost. The Group will apply the revised
standard from 1 January 2010.

●

IFRS 3 (Revised), Business combinations, continues to apply the acquisition method to business
combinations, with some significant changes. The Group will apply the revised standard from
1 January 2010. Management is currently assessing the impact of IFRS 3 (Revised) on the accounts.

●

Amendments to IAS 39, Financial Instruments: Recognition and Measurement: Eligible Hedged
Items, clarifies how the principles that determine whether a hedged risk or portion of cash flows is
eligible for designation should be applied in the designation of a one-sided risk in a hedged item. The
Group will apply the revised standard from 1 January 2010 subject to endorsement by the EU.
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●

IFRIC 16, Hedges of a Net Investment in a Foreign Operation, clarifies that the presentation currency
does not create an exposure to which an entity may apply hedge accounting. The Group will apply
the interpretation from 1 January 2010.

●

IFRIC 17, Distributions of Non-cash Assets to Owners, clarifies that a dividend payable should be
recognised when the dividend is appropriately authorised and is no longer at the entity’s discretion
and that an entity should measure the dividend payable at the fair value of the net assets to be
distributed. The Group will apply the Interpretation from 1 January 2010 subject to endorsement by
the EU.

●

The IASB issued ‘Improvements to IFRSs’ on 22 May 2008, which comprises a collection of
necessary, but not urgent, amendments to IFRSs. The amendments are primarily effective for annual
periods beginning on or after 1 January 2009. The directors do not expect these amendments to
have a significant effect on the financial statements.

●

The IASB issued ‘Improvements to IFRSs (2010)’ on 16 April 2009. The improvements in this
Amendment clarify the requirements of IFRSs and eliminate inconsistencies within and between
Standards. The directors do not expect these amendments to have a significant effect on the financial
statements.

Interpretations that are not yet effective and not relevant for the Group:
●
IFRIC 13, Customer loyalty programmes, effective for annual periods beginning on or after 1 January
2009.
●

IFRIC 15, Agreements for the Construction of Real Estate, effective for annual periods beginning on
or after 1 January 2009, but not yet endorsed by the EU.

●

IFRIC 18, Transfer of Assets from Customers, effective for annual periods beginning on or after
1 January 2009, but not yet endorsed by the EU.

Management do not expect any of the above three interpretations to be relevant for the Group.
Going concern
The Group has an obligation to meet the work programmes in respect of the four exploration licences in
Mozambique. The minimum spend required in 2010 is $4.5 million and in 2011 is $5.8 million. Additionally
the Group has ongoing general and administration costs.
The Group is currently in the process of seeking to raise sufficient funds to finance the Group to a feasibility
study to bankable standard in respect of its coal assets which would include the above.
The Company has received irrevocable commitments from investors for subscription of new shares in the
Company of approximately $52 million conditional on admission to AIM. The Directors are confident that
the Company's shares will be admitted to trading on AIM.
Should the necessary funds not be raised at IPO the Group would remain dependent on its shareholders
for ongoing support.
Basis of consolidation
The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries). The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from the effective date of acquisition or up to the
effective date of disposal, as appropriate. Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into line with those used by other members of
the Group. All intra-Group transactions, balances, income and expenses are eliminated on consolidation.
Tete Coal Holdings Limited (“TCHL”), previously called Ncondezi Coal Holdings Limited is the immediate
parent company. Strata Limited is the ultimate parent and ultimate controlling party of the Group.
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Segmental reporting
Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decisionmaker. The chief operating decision maker has been identified as the Board of Directors.
Property, plant and equipment
Property, plant and equipment are stated at cost on acquisition less depreciation. Depreciation is provided
on a straight-line basis at rates calculated to write off the cost less the estimated residual value of each
asset over its expected useful economic life. The residual value is the estimated amount that would
currently be obtained from disposal of the asset if the asset were already of the age and in the condition
expected at the end of its useful life.
The annual rate of depreciation for each class of depreciable asset is:
Plant and equipment
Computers and related equipment
Furniture and fixtures
Motor vehicles

25%
33%
20-25%
25%

The carrying value of property plant and equipment is assessed annually and any impairment is charged
to the income statement.
Assets in the course of construction are capitalised in the construction in progress account. Costs
capitalised include the purchase price of the asset and any costs directly attributable to bringing it into
working condition for its intended use. On completion, the cost of construction is transferred to the
appropriate category of property, plant and equipment. Construction in progress is not depreciated.
Impairment
The carrying amounts of non-current assets are reviewed for impairment if events or changes in
circumstances indicate the carrying value may not be recoverable. If there are indicators of impairment, an
exercise is undertaken to determine whether the carrying values are in excess of their recoverable amount.
Such review is undertaken on an asset by asset basis, except where such assets do not generate cash
flows independent of other assets, in which case the review is undertaken at the cash generating unit level.
A previously recognised impairment loss is reversed if the recoverable amount increases as a result of a
reversal of the conditions that originally resulted in the impairment. This reversal is recognised in the income
statement and is limited to the carrying amount that would have been determined, net of depreciation ,
had no impairment loss been recognised in the prior years.
The recoverable amount of assets is the greater of their value in use and fair value less costs to sell. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pretax discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset. For an asset that does not generate cash inflows largely independent of those from other
assets, the recoverable amount is determined for the cash-generating unit to which the asset belongs. The
Group’s cash-generating units are the smallest identifiable groups of assets that generate cash inflows that
are largely independent of the cash inflows from other assets or groups of assets.
Impairments are recognised in the income statement to the extent that the carrying amount exceeds the
assets recoverable amount. The revised carrying amounts are amortised in line with the Group’s
accounting policies.
Leased assets
Operating leases
Where substantially all of the risks and rewards incidental to ownership are not transferred to the Group
(an ‘operating lease’) amounts payable under the lease are charged to the income statement on a straightline basis over the lease term.
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Borrowing costs
Borrowing costs incurred in respect of general borrowings are recognised in profit or loss as they accrue,
using the effective interest method. There are no borrowings directly attributable to the acquisition,
construction or production of qualifying assets.
Foreign currency
The individual financial statements of each group entity are presented in the currency of the primary
economic environment in which the entity operates (its functional currency). For the purpose of the
consolidated financial statements, the results and financial position of each entity are expressed in US
dollars, which is the functional currency of the Company and its main subsidiaries, and the presentation
currency for the consolidated financial statements.
In preparing the financial statements of the individual entities, transactions in currencies other than the
entity’s functional currency (foreign currencies) are recorded at the rates of exchange prevailing on the
dates of the transactions. At each balance sheet date, monetary items denominated in foreign currencies
are retranslated at the rates prevailing on the balance sheet date.
Exchange differences arising on the settlement of monetary items and on the retranslation of monetary
items is included in profit or loss for the period.
Provisions
Provisions are recognised when the Group has a legal or constructive obligation, as a result of past events,
for which it is probable that an outflow of economic resources will result and that outflow can be reliably
measured.
Rehabilitation
Provisions are made for the estimated rehabilitation costs relating to areas disturbed during exploration
activities up to reporting date but not yet rehabilitated.
Changes in estimates are dealt with on a prospective basis as they arise.
Significant uncertainty exists as to the amount of rehabilitation obligations which may be incurred due to
the impact of possible changes in environmental legislation.
Exploration and evaluation assets
All costs associated with exploring and evaluating prospects within licence areas, including the initial
acquisition of the licence are capitalised 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. When a decision is made to proceed to development, the related expenditures will be
transferred to proven mining properties. Where a licence is relinquished, a project is abandoned, or is
considered to be of no further commercial value to the company, the related costs will be written off.
Currently exploration and evaluation costs are allocated to a single exploration and evaluation asset being
the exploration and evaluation of properties in Mozambique.
The recoverability of exploration and evaluation assets is dependent upon the discovery of economically
recoverable reserves, the ability of the company to obtain necessary financing to complete the
development of reserves and future profitable production or proceeds from the disposal of recoverable
reserves.
Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.
Tax payable/recoverable is based on taxable profit/(loss) for the year. Taxable profit differs from profit as
reported in the income statement because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The Group’s
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liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the
balance sheet date.
Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit, and are
accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for
all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available against which deductible temporary differences can be utilised.
The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled
or the asset realised. Deferred tax is charged or credited to the income statement, except when it relates
to items charged or credited directly to equity, in which case the deferred tax is also dealt with in equity.
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the Group intends to settle its current tax assets and liabilities on a net basis.
Financial instruments
Financial assets and liabilities are recognised on the Group’s balance sheet when the Group becomes party
to the contractual provisions of the instrument. Unless otherwise indicated, the carrying amounts of the
Group’s financial assets are a reasonable approximation of their fair values.
Financial assets
The group classifies its financial assets into one of the categories discussed below, depending on the
purpose for which the asset was acquired. The Group did not have any financial assets designated as held
to maturity, held for trading nor has it designated any financial assets as being at fair value through profit
and loss. Unless otherwise indicated, the carrying amounts of the Group’s financial assets are a reasonable
approximation of their fair values.
The group’s accounting policy for each category is as follows:
Loans and receivables
Loans and receivables (including trade receivables) are measured at initial recognition at fair value and
subsequently measured at amortised cost using the effective interest rate method.
Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand, deposits and other short-term highly
liquid investments that are readily convertible to a known amount of cash and are subject to an insignificant
risk of changes in value.
The Group assesses at each reporting date whether there is objective evidence that a financial asset or a
group of financial assets is impaired.
Financial liabilities
Financial liabilities and equity instruments issued by the Group are classified according to the substance of
the contractual arrangements entered into and the definitions of a financial liability and an equity
instrument. An equity instrument is any contract that evidences a residual interest in the assets of the
Group after deducting all its liabilities. Equity instruments issued by the Company are recorded at the time
proceeds are received, net of direct issue costs.
The Group classifies all its financial liabilities as held at amortised cost. The Group has not classified any
of its financial liabilities as fair value through profit or loss.

254

218061 NCondezi pp239-pp268

6/8/10

2:09 PM

Page 255

All financial liabilities including trade payables and borrowings are initially recognised at fair value net of any
transaction costs directly attributable to the issue of the instrument. Such liabilities are subsequently
measured at amortised cost using the effective interest rate method, which ensures that any interest
expense over the period to repayment is at a constant rate on the balance of the liability carried in the
balance sheet.
Share capital
Financial instruments issued by the Group are treated as equity only to the extent that they do not meet
the definition of a financial liability. The Groups ordinary shares are classified as equity instruments.
For the purposes of the disclosures given in note 14, the Group considers its capital to be total equity.
There have been no changes in what the Group considers to be capital since the previous period.
The Group is not subject to any externally imposed capital requirements.

2. Critical accounting estimates and judgements
The Group makes estimates and assumptions concerning the future, which by definition will seldom result
in actual results that match the accounting estimate. The estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying amount of assets and liabilities within the next financial
year are discussed below.
Accounting judgements
(i)

Impairment of exploration and evaluation assets
In accordance with the accounting policy stated above, the Group tests annually to see whether
exploration and evaluation assets have suffered any impairment and therefore no provision has been
made.
The recoverability of the amounts shown in the Group balance sheet in relation to deferred exploration
and evaluation expenditure are dependent upon the discovery of economically recoverable reserves,
continuation of the Group’s interest in the underlying mining claims, the political, economic and
legislative stability of the regions in which the Group operates, compliance with the terms of the
relevant mineral rights licences, the Group’s ability to obtain the necessary financing to fulfil its
obligations as they arise and upon future profitable production or proceeds from the disposal of
properties.

Accounting estimates
(i)

Provisions for liabilities
As a result of exploration activities the Group is required to make provision for rehabilitation. Due to
the early stage of exploration activity no significant damage has been caused.

(ii)

Intangible assets arising on acquisition
To the extent that intangible assets arise on acquisition, the Group estimates the economic life of
these assets and amortises them over the relevant period. Refer to note 6.
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3. Segmental analysis
The Group has two reportable segments:
●

Exploration – this segment is involved in the exploration of coal within the Group’s licence areas in
Mozambique

●

Corporate – this segment comprises head office operations and the provision of services to Group
companies

The operating results of each of these segments are regularly reviewed by the Group’s chief operating
decision makers in order to make decisions about the allocation of resources and assess their
performance.
The accounting policies of these segments are in line with those described in note 1.
The segment results for the year ended 31 December 2008 are as follows:
Exploration
$’000

Year ended 31 December 2008
Segment result before allocation of central costs

–

Segment result after allocation of central costs
Interest expense
Interest income

(129)

–––––––––––

–––––––––––

–
–
–

(129)
–
–

(129)
–
–

–
–

–––––––––––

Profit/(loss) for the year

(129)

Group
$’000

–––––––––––

–––––––––––

Profit/(loss) before taxation
Taxation

Corporate
$’000

–

–––––––––––
–––––––––––

–––––––––––

(129)
–

–––––––––––

(129)

–––––––––––

(129)
–

–––––––––––

(129)

–––––––––––
–––––––––––

–––––––––––
–––––––––––

Corporate
$’000

Group
$’000

The segment results for the year ended 31 December 2007 are as follows:
Exploration
$’000

Year ended 31 December 2007
Segment result before allocation of central costs

(25)

Segment result after allocation of central costs
Interest expense
Interest income

–––––––––––

(25)
–
–

(37)
–
–

(62)
–
–

(25)
–

–––––––––––

Loss for the year

(62)

–––––––––––

–––––––––––

Loss before taxation
Taxation

(37)

–––––––––––

(25)

–––––––––––
–––––––––––

–––––––––––

(37)
–

–––––––––––

(37)

–––––––––––

(62)
–

–––––––––––

(62)

–––––––––––
–––––––––––

–––––––––––
–––––––––––

Corporate
$’000

Group
$’000

Other segment items included in the income statement are as follows:
Exploration
$’000

Year ended 31 December 2008
Depreciation charged to the income statement

–

–––––––––––

–

–––––––––––
–––––––––––
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Exploration
$’000

Year ended 31 December 2007
Depreciation charged to the income statement

(10)

–––––––––––

(10)

–––––––––––
–––––––––––

Corporate
$’000
(14)

–––––––––––

(14)

–––––––––––
–––––––––––

Group
$’000
(24)

–––––––––––

(24)

–––––––––––
–––––––––––

The segment assets and liabilities at 31 December 2008 and capital expenditure for the year then ended
are as follows:
Year ended 31 December 2008
Segment assets
Segment liabilities

Exploration
$’000

Corporate
$’000

Group
$’000

5,670
(448)

575
(2,459)

6,245
(2,907)

–––––––––––

Segment net assets/(liabilities)

5,222

–––––––––––

Capital expenditure

9

–––––––––––
–––––––––––

–––––––––––

(1,884)

–––––––––––

24

–––––––––––
–––––––––––

–––––––––––

3,338

–––––––––––

33

–––––––––––
–––––––––––

The segment assets and liabilities at 31 December 2007 and capital expenditure for the year then ended
are as follows:
Year ended 31 December 2007
Segment assets
Segment liabilities
Segment net assets/(liabilities)

Corporate
$’000

Group
$’000

589
(102)

3,570
(589)

4,159
(691)

–––––––––––

–––––––––––

487

2,981

–––––––––––

Capital expenditure

4.

Exploration
$’000

30

–––––––––––
–––––––––––

–––––––––––

55

–––––––––––

3,468

–––––––––––

85

–––––––––––
–––––––––––

–––––––––––
–––––––––––

2008
$’000

2007
$’000

19
40
26
(9)
53

24
–
38
–
–

Expense by nature

Administrative expenses:

Depreciation of property, plant and equipment
Staff costs
Professional and consultancy
Disposal of property, plant and equipment
Travel and accommodation

–––––––––––

129

Total administrative expenses

–––––––––––

62

–––––––––––
–––––––––––

–––––––––––
–––––––––––

2008
$’000

2007
$’000

73
2

–
–

Staff costs:

Wages and salaries
Social security costs

–––––––––––

75

–––––––––––
–––––––––––

–––––––––––

–

–––––––––––
–––––––––––

$33,000 included within wages and salaries and $2,000 included within social security costs related to
exploration and evaluation costs and have been capitalised to intangible assets. See note 6.
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The average monthly number of employees (including executive Directors) of the Group during the year is:

Operational
Administration

2008
Number

2007
Number

1
7

–
4

–––––––––––

8

–––––––––––

4

–––––––––––
–––––––––––

–––––––––––
–––––––––––

2008
$’000

2007
$’000

Key management compensation:

Fees

40

–––––––––––

40

–––––––––––
–––––––––––

–

–––––––––––

–

–––––––––––
–––––––––––

The key management comprises the Board of Directors.
Directors’ emoluments
No retirement benefits are accruing to Directors under pension schemes. The Directors receive
reimbursement for reasonable expenses.

5. Taxation
The only Group entity subject to corporate income tax is Zambezi Energy Corporation Limitada which is
subject to tax at the rate of 32 per cent. on its profits in Mozambique. No tax charge/(credit) arose in the
current or prior year for Zambezi Energy Corporation Limitada.

6. Intangible assets
Exploration and evaluation costs
Cost
At 1 January 2007
Acquisition (see note 9)
Additions

$’000
–
3,529
569

–––––––––––

4,098

At 1 January 2008

–––––––––––

Additions

2,040

–––––––––––

6,138

At 31 December 2008

–––––––––––
–––––––––––

Exploration costs relate to the initial acquisition of licences and subsequent exploration expenditure
incurred in evaluating the Ncondezi project, which consists of the 804L, 805L, 1314L and 1315L licence
areas situated in Tete, Mozambique.
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Property, plant and equipment
Plant and
Furniture
equipment and fixtures
$’000
$’000

Group
Cost
At 1 January 2007
Additions
Disposals

–
55
–

At 1 January 2008
Additions
Disposal
At 31 December 2008
Depreciation
At 1 January 2007
Depreciation charge
Disposals

–––––––––––

–––––––––––

55
24
–

–
9
–

–––––––––––

30
30
(30)

–––––––––––

9

30

–––––––––––

85
63
(30)

–––––––––––

118

–––––––––––
–––––––––––

–––––––––––
–––––––––––

–––––––––––
–––––––––––

–––––––––––
–––––––––––

–
(14)
–

–
–
–

–
(10)
–

–
(24)
–

(33)

–––––––––––
–––––––––––

46

–––––––––––

Net book value 2007

–
85
–

–––––––––––

–––––––––––

Net Book value 2008

–
30
–

79

(14)
(19)
–

At 31 December 2008

Total
$’000

–––––––––––

–––––––––––

At 1 January 2008
Depreciation charge
Disposals

–
–
–

Motor
vehicles
$’000

41

–––––––––––
–––––––––––

–––––––––––

–
(2)
–

–––––––––––

(2)

–––––––––––
–––––––––––

7

–––––––––––

–

–––––––––––
–––––––––––

–––––––––––

(10)
(8)
10

–––––––––––

(8)

–––––––––––
–––––––––––

22

–––––––––––

20

–––––––––––
–––––––––––

–––––––––––

(24)
(29)
10

–––––––––––

(43)

–––––––––––
–––––––––––

75

–––––––––––

61

–––––––––––
–––––––––––

8. Subsidiaries
The Group has the following subsidiary undertakings:

Zambezi Energy Corporation
Holdings 1 Limited (‘ZECH1’)
Zambezi Energy Corporation
Holdings 2 Limited (‘ZECH2’)
Zambezi Energy Corporation
Limitada (‘ZECL’)

% interest
2008

% interest
2007

Country of
incorporation

Activity

100

100

Mauritius

Holding company

100

100

Mauritius

Holding company

100

100

Mozambique

Mining exploration

Zambezi Energy Corporation Limitada is owned by Zambezi Energy Corporation Holdings 1 Limited and Zambezi Energy Corporation
Holdings 2 Limited.

9. Acquisition
A share sale and purchase agreement dated 14 May 2007 (the “SPA”) between Strata Investments LP
(“Strata LP”), Dos Santos, Augusto Baptista Garrido Antunes (“Antunes”), ZECH1, ZECH2, Ncondezi Coal
Holdings Limited and the Company in respect of, inter alia, (i) the transfer by Dos Santos and Antunes of
their respective interests in the entire issued share capital of ZECL to ZECH1 and ZECH2, respectively and
(ii) the subse-quent transfer to the Company of the entire issued share capital of ZECH1 and ZECH2, in
consideration for a cash payment of US$3,000,000 to Dos Santos and the right to subscribe for 15 per
cent. of the shares of the Company at par value to Dos Santos (these shares were issued as part of the
transaction). The SPA terminated and replaced, in substantially the same terms, a share sale and purchase
agreement dated 26 January 2007 between Strata LP, Dos Santos and Antunes. Strata LP was the 100
per cent. shareholder of the Company prior to this transaction.
The terms of the acquisition include contingent consideration payables upon certain exploration
milestones. As detailed in note 18, on 16 April 2010 a deed of variation was entered into under which all
claims for contingent consideration were agreed to be waived on Admission.
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The only assets and liabilities of ZECH1, ZECH2 and its subsidiary ZECL were four exploration licences
804L, 805L, 1314L and 1315L for the exploration of coal in Mozambique. These entities had no activity
prior to acquisition and hence did not constitute a business as defined by IFRS 3. As ZECH1, ZECH2 and
ZECL did not constitute a business as at the date of acquisition, this acquisition is outside of the scope of
IFRS 3 and is treated as an asset acquisition. The consideration has been allocated to the assets and
liabilities acquired as detailed below:
$’000
Consideration:
Cash
Shares in the Company

3,000
529

–––––––––––

3,529

Total consideration

–––––––––––

Assets and liabilities acquired
Exploration licences

3,529

–––––––––––

3,529

Total assets and liabilities acquired

–––––––––––
–––––––––––

10. Trade and other receivables
2008
$’000
Current assets:
Other receivables

17

–––––––––––

17

Total trade and other receivables

2007
$’000
–

–––––––––––

–

–––––––––––
–––––––––––

–––––––––––
–––––––––––

2008
$’000

2007
$’000

The fair value of receivables is not significantly different from the carrying value.

11. Cash and cash equivalents

Cash at bank and in hand

15

–––––––––––

15

–––––––––––
–––––––––––

–

–––––––––––

–

–––––––––––
–––––––––––

The Group’s cash and cash equivalents balances may be analysed between fixed and floating rates by
currency as follows:

US Dollars
Mozambique Meticais

2008
$’000

2007
$’000

3
12

–
–

–––––––––––

15

–––––––––––
–––––––––––

–––––––––––

–

–––––––––––
–––––––––––

Where possible cash is deposited in floating rate deposit accounts at reputable financial institutions with
high credit ratings.
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12. Trade and other payables

Other payables
Other taxation and social security

2008
$’000

2007
$’000

61
398

13
95

–––––––––––

459

–––––––––––

108

–––––––––––
–––––––––––

–––––––––––
–––––––––––

2008
$’000

2007
$’000

The fair value of payables is not significantly different from the carrying value

13. Loans and borrowings

Current loans and borrowings
Shareholder loan

2,448

–––––––––––

Total loans and borrowings

2,448

–––––––––––
–––––––––––

584

–––––––––––

584

–––––––––––
–––––––––––

The shareholder loan is provided by Tete Coal Holdings Limited, is interest free, unsecured and repayable
on 5 business days notice.

14. Share capital
2008
No.
Authorised:
Ordinary Shares of US$1 each

50,000

–––––––––––

Issued and fully paid:
Ordinary Shares of US$1 each

1,000

Authorised:
Ordinary Shares of US$1 each

50,000

–––––––––––

1,000

–––––––––––
–––––––––––

–––––––––––
–––––––––––

2008
$’000

2007
$’000

50

–––––––––––

Issued and fully paid:
Ordinary Shares of US$1 each

2007
No.

1

50

–––––––––––

1

–––––––––––
–––––––––––

–––––––––––
–––––––––––

No.

Issue price
$

$’000

850
150

3,529
3,529

3,000
529

Shares issued and fully paid
Ordinary shares

At 1 January 2007
Issued to Ncondezi Coal Holdings Limited
Issued to Dinis Dos Santos

–––––––––––

1,000

At 1 January 2008 and 31 December 2008

–––––––––––
–––––––––––

–––––––––––

3,529

–––––––––––
–––––––––––

The shares issued to Dinis Dos Santos in the year ended 31 December 2007 were issued as part of the
acquisition described in note 9. The shares issued to Ncondezi Coal Holdings Limited were issued in
exchange for Ncondezi Coal Holdings Limited settling the purchase consideration of the acquisition as
disclosed in note 9.
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Capital
As described in note 1 the Group considers its capital to comprise total equity. In managing its capital, the
Group’s primary objective is to ensure its continued ability to provide a consistent return for its equity
shareholders through capital growth in the short term and both capital growth and distributions in the
medium to long term.
The Group’s gearing ratio at the balance sheet date is shown below:

Cash and equivalents
Shareholder loan

2008
$’000

2007
$’000

(15)
2,448

–
584

–––––––––––

2,433

Net debt

Share capital
Share premium
Retained earnings

584

–––––––––––
–––––––––––

–––––––––––
–––––––––––

2008
$’000

2007
$’000

1
3,528
(191)

1
3,528
(62)

–––––––––––

Total capital

–––––––––––

3,338

–––––––––––

3,467

–––––––––––
–––––––––––

–––––––––––
–––––––––––

73%

17%

Gearing ratio

15. Reserves
The following describes the nature and purpose of each reserve within owners’ equity.
Share capital
Share premium
Retained earnings

Amount subscribed for share capital at of nominal value.
Amount subscribed for share capital in excess of nominal value.
Cumulative net gains and losses less distributions made.

16. Loss per share
Basic loss per share is calculated by dividing the loss attributable to ordinary shareholders by the weighted
average number of Ordinary Shares outstanding during the year.
There were no potential ordinary shares in issue in the years ended 31 December 2008 and 31 December
2007 and therefore basic and diluted loss per share are the same.

Loss
$’000
Basic and diluted loss
per share

(129)

2008
Weighted
average
number
of shares

Per share
amount ($)

1,000

(129)

Loss
$’000
(62)

2007
Weighted
average
number
of shares

Per share
amount ($)

633

(98)

17. Related party transactions
IAS 24, ‘Related Party Transactions’, requires the disclosure of the details of material transactions between
the reporting entity and related parties.
The Group entered in the following related party transactions during the year:
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Artemis Corporate Services Limited (‘ACSL’)
Artemis Trustees Limited (‘ATL’) is the parent company of ACSL, a director of the Company. During the year
ATL provided corporate and administrative services to the Group amounting to $16,000 (2007: $25,000).
Tete Coal Holdings Limited (‘TCHL’)
TCHL is majority shareholders of the Company and has a number of common directors with the Company.
During the year TCHL recharged exploration costs of $1.7 million (2007: $0.5 million) and overheads of
$129,000 (2007: $61,000) incurred on the group’s behalf. The amounts due to TCHL are disclosed in
note 13.

18. Financial instruments
In common with all other businesses, the Group is exposed to risks that arise from its use of financial
instruments. This note describes the Group’s objectives, policies and processes for managing those risks
and the methods used to measure them. Further quantitative information in respect of these risks is
presented throughout these financial statements.
The significant accounting policies regarding financial instruments are disclosed in note 1.
There have been no substantive changes in the Group’s exposure to financial instrument risks, its
objectives, policies and processes for managing those risks or the methods used to measure them from
previous periods unless otherwise stated in this note.
Principal financial instruments
The principal financial instruments used by the Group from which financial instrument risk arises, are as
follows:

Loans and receivables at amortised cost
Trade and other receivables
Cash and cash equivalents
Financial liabilities held at amortised cost
Trade and other payables
Borrowings

2008
$’000

2007
$’000

17
15

–
–

61
2,448

13
584

–––––––––––
–––––––––––

–––––––––––
–––––––––––

General objectives, policies and processes
The Board has overall responsibility for the determination of the Group’s risk management objectives and
policies and retains ultimate responsibility for them.
The overall objective of the Board is to set polices that seek to reduce risk as far as possible without unduly
affecting the Group’s competitiveness and flexibility. Further details regarding these policies are set out
below:
Credit risk
Credit risk arises principally from the Group’s investments in cash deposits.
The Group holds its cash balances with 2 different banks in the Guernsey and Mozambique. The Group
seeks to deposit cash with reputable financial institutions with strong credit ratings.
Liquidity risk
Liquidity risk arises from the Group’s management of working capital and it’s shareholder loan which is
repayable on demand. As disclosed in note 1 the group is dependent on the raising of funds and/or
continued shareholder support to meet its obligations as they fall due.
The Board receives cash flow projections on a monthly basis as well as information on cash balances.
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Maturity analysis

2008

Total On demand In 1 month
$’000
$’000
$’000

Trade and other payables
Borrowings

61
2,448

2007
Trade and other payables
Borrowings

––––––––––
––––––––––

–
2,448

Between
6 and 12
months
$’000

Between
1 and 3
years
$’000

–
–

–
–

–
–

––––––––––
––––––––––

––––––––––
––––––––––

––––––––––
––––––––––

––––––––––
––––––––––

Total On demand In 1 month
$’000
$’000
$’000

Between
1 and 6
months
$’000

Between
6 and 12
months
$’000

Between
1 and 3
years
$’000

–
–

–
–

–
–

13
584

––––––––––
––––––––––

––––––––––
––––––––––

61
–

Between
1 and 6
months
$’000

–
584

––––––––––
––––––––––

13
–

––––––––––
––––––––––

––––––––––
––––––––––

––––––––––
––––––––––

––––––––––
––––––––––

The Group endeavours to match the maturity of its current assets with its current liabilities to mitigate
liquidity risk.
Market risk
The Group has not been selling any coal. As such there is no specific market risk at the date of this report.
However, there is a long term market risk associated with the project as a whole whereby a drop in coal
prices below expected levels may have effect in the viability of the projects.

Interest rate risk profile and maturity analysis of financial liabilities
Note 13 provides an analysis of the Group’s financial liabilities. As at 31 December 2008 there were
liabilities of $2.4 million bearing no interest and falling due on 5 business days notice (2007: $584,000).
Currency risk
The Group is exposed to currency risk through its activities in Mozambique due to certain costs arising in
Mozambique Meticais, whilst the functional currency is US Dollars. The Group has no formal policy in
respect of foreign exchange risk; however, it reviews its currency exposures on a monthly basis. Currency
exposures relating to monetary assets held by foreign operations are included within the Group Income
Statement. The Group also manages its currency exposure by retaining the majority of its cash balances
in US dollars, being a relatively stable currency.
A 5 per cent. appreciation in the value of the US dollar against the Meticais will increase net assets by
$18,000 (2007: $nil). A 5 per cent. depreciation in the value of the US Dollar against the Meticais will
decrease net assets by $20,000 (2007: $nil).
Currency exposures
In so far as is possible the Group manages its foreign currency exposures by minimising cross currencies
and retaining cash balances in US Dollars.
$’000
Assets/(liabilities) held
2008
2007
MZN
MZN
US dollars functional currency

(372)

–––––––––––

(372)

–––––––––––
–––––––––––
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Fair value
Fair value is the amount at which a financial instrument could be exchanged in an arm’s length transaction
between informed and willing parties, other than a forced or liquidation sale and excludes accrued interest.
Where available, market values have been used to determine fair values. Where market values are not
available, fair values have been calculated by discounting expected cash flows at prevailing interest rates
and by applying year end exchange rates.
The fair values of short-term deposits, loans and overdrafts with a maturity of less than one year are
assumed to approximate to their book values.
Borrowing facilities
The Group had no undrawn committed borrowing facilities available at 31 December 2008 (2007: Nil).

19. Contingent liabilities
Inherent uncertainties in interpreting tax legislation
The Group is subject to uncertainties relating to the determination of its tax liabilities.
The tax system and tax legislation in Mozambique have been in force for only a relatively short time and
may be subject to frequent changes and varying interpretations. The Directors’ interpretations of such
legislation in applying it to business transactions of the Group may be challenged by the relevant tax
authorities and, as a result, the Group may be assessed on additional tax payments including fines,
penalties and interest charges, which could have a material adverse effect on the Group’s financial position
and results of operations.
The Directors believe that the Group is in substantial compliance with tax legislation and any contractual
terms entered into that relate to tax which affect its operations and that, consequently, no additional tax
liabilities will arise in excess of those recognised in the financial statements. However, due to the reasons
set out above, the risk remains that the relevant Government authorities may take a differing position with
regard to the interpretation of contractual provisions or tax legislation. The resulting effect of this matter is
that significant additional tax liabilities may arise. However, due to the range of uncertainties described
above in assessing any potential additional tax liabilities, it is not practicable for the Directors to estimate
the financial effect in terms of the amount of additional tax liabilities, if any, together with any associated
penal-ties and charges for which the Group may be liable.

20. Events after the reporting date
804L and 805L exploration licences
In January 2010 the exploration licences for 804L and 805L were extended for a further 3 years and will
now expire on 17 December 2012.
Further exploration expenditure of $2.3 million was incurred for the 12 month period to 31 December 2009
this was funded by share holder loans.
Material contracts
Following the year end the Group entered into the following material contracts:
Placing Agreement
The Placing Agreement dated 8 June 2010 between the Company, the Directors, Liberum Capital Limited
(“Liberum”) and Renaissance Capital Limited (“Renaissance”) whereby Liberum and Renaissance are
appointed jointly as agent of the Company to use their reasonable endeavours to procure subscribers for
the Placing Shares at the Placing Price.
Pursuant to the Placing Agreement, the Company and its Directors have given certain warranties to
Liberum and Renaissance regarding, inter alia, the accuracy of information in this document. In addition,
the Company has given an indemnity to Liberum and Renaissance in respect of the Placing. The Placing
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is not underwritten. The Placing Agreement is conditional, inter alia, on Admission taking place no later than
21 June 2010 or such later date as may be agreed by the Company and Liberum and Renaissance and
the Company and its Directors complying with certain obligations under the Placing Agreement. Under the
Placing Agreement, the Company has agreed to pay to:
(a)

Liberum a corporate finance fee of £125,000 (payable immediately upon completion of the Admission
and the Placing), commission of 2.5 per cent. of the aggregate value of the Placing Shares at the
Placing Price, together with all costs and expenses and VAT thereon, where appropriate; and

(b)

Renaissance a corporate finance fee of £100,000 (payable immediately upon completion of the
Admission and the Placing), commission of 2.5 per cent. of the aggregate value of the Placing Shares
at the Placing Price, together with all costs and expenses and VAT thereon, where appropriate.

The Company has also agreed to issue Liberum and Renaissance warrants pursuant to the Warrant Deed
details of which are set out below.
Liberum Nominated Adviser and Broker Agreement
A nominated adviser and broker agreement dated 8 June 2010 between the Company, the Directors and
Liberum pursuant to which the Company has appointed Liberum to act as its nominated adviser and joint
broker to the Company for the purposes of the AIM Rules for Companies. The Company has agreed to
pay Liberum an annual a retainer of £60,000 (payable half yearly in advance). The agreement contains
certain undertakings by the Company and the Directors and indemnities given by the Company in respect
of, inter alia, compliance with all applicable regulations. The agreement may be terminated by either the
Company or Liberum on written notice without cause.
Renaissance Broker Agreement
A broker agreement dated 8 June 2010 between the Company and Renaissance pursuant to which the
Company has appointed Renaissance to act as its joint broker for the purposes of the AIM Rules for
Companies. The Company has agreed to pay Renaissance an annual retainer of £30,000 (payable half
yearly in advance). The Agreement contains certain undertakings by the Company and indemnities given
by the Company in respect of, inter alia, compliance with all applicable regulations. The agreement may be
terminated by either Renaissance or the Company on written notice without cause.
Warrant Deed
Under a deed of warrant dated 8 June 2010 the Company has conditional on Admission granted to each
of Liberum and Renaissance a warrant to subscribe for 723,911 Ordinary Shares, being equal to 2.5 per
cent. of the Placing Shares. The Warrants may be exercised at any time and from time to time until
5.00 p.m. on 10 June 2011 at the Placing Price.
Loan Agreement
A loan agreement dated 6 May 2009 between TCHL and the Company records the terms upon which
TCHL made an unsecured loan facility of US$2,416,872.64 available to the Company on 31 December
2008 and agreed to provide an additional loan facility for up to a maximum amount of US$5,583,127.36
or such higher amount to be determined by TCHL at its sole discretion (the “Loan Facilities”). As at the date
of this document, the total amount drawn down under the Loan Facilities is approximately US$7,203,684.
The purpose of the Loan Facilities is to fund directly or indirectly mining, prospecting and exploration
operations in respect to prospecting and exploration licences 804L, 805L, 1314L and 1315L in the
Republic of Mozambique. Repayment of the Loan Facilities is due within five business days of written
demand being made by TCHL. The loan is interest free unless the Company fails to make a repayment
whereupon an interest rate of one per cent. per annum is applicable. Interest accrues daily and shall be
payable on demand. The Company agrees to indemnify TCHL against any costs, losses, expenses or
liabilities sustained or incurred by TCHL as a result of any failure by the Company to comply with its
obligations under these Loan Facilities. Pursuant to the Strata Buy Back Agreement it is agreed that no
further sum will be advanced following the publication of this document, that approximately US$4,249,526
of the Shareholder Loan be converted into Ordinary Shares at the Placing Price prior to Admission and the
balance of the Shareholder Loan being approximately US$2,954,158 be assigned by TCHL to Strata and
pursuant to a separate letter agreement between Strata and the Company dated 8 June 2010 then
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converted into Ordinary Shares at the Placing Price prior to Admission. Following such conversion no
further amounts will be owing by the Company under the Loan Facilities.
Deed of Termination and Amendment
A deed of termination and amendment dated 24 May 2010 which supersedes a deed dated 16 April 2010
(the “Deed of Termination and Amendment”) between the Company, TCHL, Rogerio Dos Santos (in his
personal capacity and as executor and heir to the estates of certain members of the Dos Santos family)
and Roberto Dos Santos (in his personal capacity and as heir to the estates of certain members of the Dos
Santos family). Pursuant to the Deed of Termination (i) the parties consent to implementation of certain
reorganisation steps prior to Admission; (ii) the parties to the Shareholders’ Agreement terminate the
Shareholders’ Agreement effective from Admission; and (iii) certain of the parties to the SPA waive certain
rights under the SPA in respect of the reorganisation steps prior to Admission and, effective from
Admission, including waivers which are consequential to the termination of the Shareholders’ Agreement
in respect of the additional reserve related payment to Dos Santos and the restrictions on the future
transfer of shares in the Company, including rights of first refusal and drag and tag along provisions.
As a result no additional reserves related payments are payable to the Dos Santos family.
Strata Buy Back Agreement
An agreement dated 24 May 2010 entered into between the Company, TCHL and Strata (the “Strata Buy
Back Agreement”). The Strata Buy Back Agreement refers to the Company having drawn down certain
amounts of a loan made available from TCHL pursuant to a facility letter dated 6 May 2009 (the “Facility
Letter”) (the amounts so drawn down being the “Loan”). The Strata Buy Back Agreement provides that
TCHL agrees to discharge the Company from its obligations to repay a certain amount of the Loan (the
“Capitalisation Amount”) in consideration for the allotment and issue of Ordinary Shares by the Company
at the Placing Price with an aggregate cash value equal to the Capitalisation Amount (the “Capitalisation
Shares”) (the “Capitalisation”). The Company also agrees to release and discharge TCHL from any further
obligations pursuant to the Facility Letter to advance any further amounts of the loan facilities available,
with effect from the date of publication of the Admission Document.
Dos Santos Option Agreement
A put and call option agreement dated 24 May 2010 between Rogerio Dos Santos (in his capacity as
executor and heir to the estates of certain members of the Dos Santos family), Roberto Dos Santos (in his
personal capacity and as heir to the estates of certain members of the Dos Santos family) and the
Company pursuant to which Rogerio Dos Santos granted the Company a call option (the “Call Option”) in
relation to the Dos Santos Shares. The Call Option can be exercised in whole or in part by the Company
at any time or times during the option period which starts on the date on which a court order is made for
the re-sealing of the South African letters of executorship of the estate of Dos Santos occurs in the BVI
until the later of: (i) the date which is 12 months from Admission; and (ii) the date which is three months
from the date on which the Company is notified that the re-sealing of the letters of executorship in respect
of the estate of Dos Santos in the BVI has occurred (“Option Period”). Further, the Company has granted
Rogerio Dos Santos a put option (the “Put Option”) in respect of such number of the Dos Santos Shares,
which when aggregated with all of the Dos Santos Shares bought back by the Company in respect of any
exercise of the Call Option, equal to the value of US$500,000. No exercise of the Put Option, which when
aggregated with all exercises of the Call Option, shall result in Rogerio Dos Santos receiving an amount in
excess of US$500,000. The option price per Dos Santos Share under the Put Option or Call Option is
equal to the Placing Price less 10 per cent.
Relationship Agreement
A relationship agreement dated 3 June 2010 (“Relationship Agreement”) between the Company and
Strata, which is conditional upon Admission, to regulate the ongoing relationship between the Company
and Strata. The principal purpose of the Relationship Agreement is to ensure that the Company is capable
of carrying on its business independently of Strata and its subsidiary undertakings (“Strata Group”) and that
transactions and relationships with the Strata Group are at arm’s length and on normal commercial terms.
The Relationship Agreement will continue for so long as the Ordinary Shares are admitted to trading on
AIM and Strata owns or controls in aggregate 15 per cent. or more of the issued shares or voting rights of
the Company.
267

Share Capital
On 25 May 2010 pursuant to a written resolution of the Shareholders dated 24 May 2010, the
Memorandum was amended to be an unlimited number of ordinary shares of no par value.
On 27 May 2010, pursuant to a written resolution of the Shareholders dated 24 May 2010 each issued
ordinary share of US$1 was divided into 80,000 Ordinary Shares of no par value, of which 68,000,000
Ordinary Shares were held by Artemis Nominees Limited as nominee for TCHL and 12,000,000 were held
by Dos Santos.
On 27 May 2010 pursuant to a resolution of the Directors dated 21 May 2010, 3,600,000 Ordinary Shares
were issued to Ogier Employee Benefit Trustee Limited as trustee of the Ncondezi Employee Benefit Trust
1. These Ordinary Shares are held as nominee for selected management of the Company and the
Ncondezi Employee Benefit Trust 2 who are the joint beneficial owners under the Ncondezi Long Term
Incentive Plan.
On 27 May 2010, pursuant to certain anti-dilutive provisions contained in the Shareholders’ Agreement,
189,474 Ordinary Shares were issued to the Dos Santos as a result of the issue of Ordinary Shares
pursuant to the Ncondezi Long Term Incentive Plan described above.
Prior to Admission, pursuant to the Strata Buy Back Agreement 2,366,369 Ordinary Shares will be issued
to TCHL and 1,645,037 Ordinary Shares will be issued to Strata in consideration for the capitalisation of
certain sums due to TCHC and Strata respectively.
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DIRECTORS’ REPORT
The Directors present their annual report and the audited Group financial statements for the year ended
31 December 2007.

Principal activities
The principal activity of the Group is coal exploration.

Business review and future developments
The Group holds 4 coal exploration licences in Mozambique. As detailed in the key performance indicators
below the group has incurred exploration costs of $0.6m and has fulfilled its annual work programs for
2007, 2008 and 2009. The Group is seeking to raise significant funds in the first half of 2010 through an
equity placing and admission to trading on AIM. These funds will be used to undertake and complete a
feasibility study to bankable standard.
Principal risks and uncertainties
The Group operates in an uncertain environment that may result in increased risk, costs pressures and
schedule delays. The following are some of the key risks that face the Group:
Exploration and development risk
There is no assurance that the Group’s exploration activities will be successful, and statistically few
properties that are explored are ultimately developed into producing mines. The Group’s operations may
also be curtailed, delayed or cancelled as a result of economic, environmental and political conditions in
the area of operation.
Financing
The development of the Group’s properties will depend upon the Group’s ability to obtain financing
primarily through the raising of new equity capital, but also by means of joint venture of projects, debt
financing, farm outs or other means. There is no assurance that the Group will be successful in obtaining
the required financing. If the Group is unable to obtain additional financing as needed some interests may
be relinquished and/or the scope of the operations reduced.
Environmental and other regulatory requirements
Existing and possible future environmental legislation, regulations and actions could cause additional
expense, capital expenditures, restrictions and delays in the activities of the Group, the extent of which
cannot be predicted. Before exploration and production can commence on any properties, the Group must
obtain regulatory approval and there is no assurance that such approvals will be obtained. No assurance
can be given that new rules and regulations will not be enacted or existing rules and regulations will not be
applied in a manner which could limit or curtail the Group’s operations.
Key performance indicators
The key performance indicators of the Group are as follows:
2007
Exploration expenditure ($’000)
Metres drilled
Cash at bank at 31 December ($’000)

569
1,063
–
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Results and dividends
The results of the Group for the year ended 31 December 2007 are set out on page 275.
The Directors do not recommend payment of a dividend for the year. The loss will be transferred
to reserves.

Events after the reporting date
See note 18 for further information.

Disclosure of information to auditors
So far as each Director at the date of approval of this report is aware, there is no relevant audit information
of which the Group’s auditors are unaware and each Director has taken all steps that he ought to have
taken to make himself aware of any relevant audit information and to establish that the auditors are aware
of that information.

Auditors
BDO LLP have expressed their willingness to continue in office as auditors, and a resolution to reappoint
them will be proposed at the Annual General Meeting.
By order of the Board
Artemis Secretaries Limited
Company Secretary
8 June 2010
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES
The directors are responsible for preparing the directors’ report and the financial statements for the Group.
The directors have chosen to prepare financial statements for each financial year which give a true and fair
view of the state of affairs of the Group and of the profit or loss of the Group for that year. The directors
have chosen to use the International Financial Reporting Standards as adopted by the European Union
(IFRS) in preparing the Group’s financial statements.
International Accounting Standards requires that the financial statements present fairly for each financial
period the Group’s financial position, financial performance and cash flows. This requires the faithful
representation of the effects of transaction, other events and conditions in accordance with the definitions
and recognition criteria for assets, liabilities, income and expenses set out in the International Accounting
Standards Board’s “Framework for the preparation and presentation of financial statements”. In virtually all
circumstances, a fair presentation will be achieved by compliance with all applicable IFRS. A fair
presentation also requires the directors to:
●

consistently select and apply appropriate accounting policies;

●

present information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information; and

●

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

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Group. They are also responsible for safeguarding the
assets of the Group and hence for taking reasonable steps for the prevention and detection of fraud and
other irregularities.
The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the Group’s website.
The directors confirm that they have complied with the above requirements in preparing the
financial statements.
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INDEPENDENT AUDITORS REPORT
To the shareholders of Ncondezi Coal Company Limited
We have audited the group financial statements (the “financial statements”) of the Ncondezi Coal
Company Ltd for the year ended 31 December 2007 which comprise the Consolidated Balance Sheet, the
Consolidated Income Statement, the Consolidated Statement of Changes in Equity, the Consolidated
Cash Flow Statement and the related notes. These financial statements have been prepared under the
accounting policies set out therein.
Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the annual report and the financial statements in accordance
with International Financial Reporting Standards (IFRSs) as adopted by the European Union are as 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.
We read other information contained in the annual report and consider whether it is consistent with the
audited financial statements. The other information comprises only the directors’ report and the statement
of directors’ responsibilities. 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.
Our report is made solely to the Company’s members, as a body, in accordance with our engagement
letter dated 10 March 2010 and for no other purpose. No person is entitled to rely on this report unless
such a person is a person entitled to rely upon this report by virtue of and for the purpose of our
engagement letter dated 10 March 2010 or has been expressly authorised 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 liability.
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 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 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 group financial statements give a true and fair view, in accordance with IFRS as adopted
by the European Union, of the state of the group’s affairs as at 31 December 2007 and of its loss for the
year then ended.
BDO LLP
London
United Kingdom
8 June 2010
BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).
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CONSOLIDATED INCOME STATEMENT
for the year ended 31 December 2007
Note
Administrative expenses

4

2007
$’000
(62)

–––––––––––

(62)
–
–

Loss from operations
Finance income
Finance expense

–––––––––––

Loss for the year before taxation
Taxation

5

Loss for the year attributable to equity holders of the
parent company
Loss per share expressed in dollars per share
– Basic & diluted

(62)
–

–––––––––––

(62)

–––––––––––

14

($98)

2006
$’000
–

–––––––––––

–
–
–

–––––––––––

–
–

–––––––––––

–

–––––––––––

–

–––––––––––

–––––––––––

2007
$’000

2006
$’000

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2007

Loss after taxation

(62)

–––––––––––

Total comprehensive income for the year attributable to
equity holders of the parent company
The notes on pages 279 to 296 form part of these financial statements.
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CONSOLIDATED BALANCE SHEET
as at 31 December 2007

Assets
Non-current assets
Intangible assets
Property, plant and equipment

Note

2007
$’000

2006
$’000

6
7

4,098
61

–
–

–––––––––––

4,159

–––––––––––

4,159

Total assets
Liabilities
Current liabilities
Trade and other payables
Loans and borrowings

10
11

Capital and reserves attributable to shareholders
Share capital
Share premium
Retained earnings

12
13
13

–

–––––––––––
–––––––––––

108
584

–
–

–––––––––––

–––––––––––

–

–––––––––––

–––––––––––

1
3,528
(62)

–
–
–

–––––––––––

3,467

–––––––––––

4,159

Total equity and liabilities

–

–––––––––––

–––––––––––
–––––––––––

691

Total liabilities

–––––––––––

–––––––––––
–––––––––––

–––––––––––

–

–––––––––––

–

–––––––––––
–––––––––––

The financial statements were approved by the Board of Directors and authorised for issue on
8 June 2010.
Graham Mascall
Director
The notes on pages 279 to 296 form part of these financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2007

At 1 January 2006
Total comprehensive income for the year
At 1 January 2007
Total comprehensive income for the year
Issue of shares
At 31 January 2007

Share
capital
$’000

Share
premium
$’000

Retained
earnings
$’000

Total
$’000

–
–

–
–

–
–

–
–

–––––––––––

–––––––––––

–––––––––––

–
–
1

–
–
3,528

–
(62)
–

–––––––––––

–––––––––––

1

3,528

–––––––––––
–––––––––––

–––––––––––
–––––––––––

The notes on pages 279 to 296 form part of these financial statements.

277

–––––––––––

(62)

–––––––––––
–––––––––––

–––––––––––

–
(62)
3,529

–––––––––––

3,467

–––––––––––
–––––––––––

218061 NCondezi pp269-pp278

6/8/10

2:10 PM

Page 278

CONSOLIDATED CASH FLOW STATEMENT
for the year ended 31 December 2007
Note
Cash flow from operating activities
Loss before taxation
Adjustments for:
Depreciation
Expenditure recharged from parent company

4

Net cash flow from operating activities before changes
in working capital
Increase in payables
Net cash flow from operating activities before interest
and taxation paid

2007
$’000

2006
$’000

(62)

–

24
38

–
–

–––––––––––

–––––––––––

–
–

–
–

–––––––––––

–

–––––––––––

–

Net cash flow from operating activities

–––––––––––

Net increase in cash and cash equivalents in the year
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

–

–––––––––––

–

–––––––––––

–

–––––––––––
–––––––––––

–––––––––––

–

–––––––––––

–

–––––––––––

–

–––––––––––

–

–––––––––––

–

–––––––––––
–––––––––––

The notes on pages 279 to 296 form part of these financial statements.
The Group had no significant cash transactions in the year. All significant additions in the year were
financed through shareholder loans.
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2007
1. Principal accounting policies
The Company is a limited liability company incorporated on 30 March 2006 in the British Virgin Islands as
Reeza Global Limited. The Company changed its name on 7 December 2009 to Ncondezi Coal Company
Limited. The address of its registered office is Palm Grove House, P.O. Box 438, Road Town, Tortola,
British Virgin Islands. The principal accounting policies applied in the preparation of these consolidated
financial statements are set out below. These policies have been consistently applied to all the years
presented, unless otherwise stated.
Basis of preparation
These financial statements have been prepared on the basis of a going concern and in line with IFRS. The
adoption of all of the new and revised Standards and Interpretations issued by the IASB and the
International Financial Reporting Interpretations Committee (IFRIC) of the IASB that are relevant to the
operations and effective for annual reporting periods beginning on 1 January 2008 are reflected in these
financial statements.
The preparation of financial statements in conformity with IFRS requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets and
liabilities, income and expenses. The estimates and associated assumptions are based on historical
experience and factors that are believed to be reasonable under the circumstances, the results of which
form the basis of making judgements about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates. The areas involving a higher
degree of judgement or complexity, or where assumptions and estimates are significant to the consolidated
financial statements, are disclosed in note 2.
The Group financial information is presented in United States dollars (‘$’) and values are rounded to the
nearest thousand dollars ($’000).
Loss from operations is stated after charging and crediting all operating items excluding finance income
and expense.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision only affects that period
or in the period of revision and future periods if the revision affects both current and future periods.
The estimates and underlying assumptions are reviewed on an ongoing basis.

Standards, amendments and interpretations effective in 2007:
●
IFRS 7 Financial Instruments: disclosures and a complementary amendment to IAS 1, Presentation
of Financial Statements – Capital Disclosures (effective 1 January 2007). This IFRS has replaced the
disclosure requirements of IAS 32 Financial Instruments: Disclosure and Presentation. The impact of
the new standard has been to introduce new disclosures to improve the information about financial
instruments. It has required the disclosure of qualitative and quantitative information about exposure
to risks arising from financial instruments, including minimum disclosures about credit risk, liquidity
risk, and market risk including sensitivity analysis to market risk. The amendment to IAS 1 has
introduced new disclosures about the level of an entity’s capital and how it manages capital.
●

IFRIC 7 Applying the restatement approach under IAS 29 Financial Reporting in Hyperinflationary
Economies (effective for accounting periods beginning on or after 1 March 2006). This provides
guidance on the application of IAS 29 requirements in a reporting period in which an entity identifies
the existence of hyperinflation in the economy of its functional currency, when the company was not
hyperinflationary in the prior period. IFRIC 7 is not relevant to the Group as none of the Group
companies has a currency of hyperinflationary economy as its functional currency.
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●

IFRIC 8 Scope of IFRS 2 (effective for accounting periods beginning on or after 1 May 2006) This has
required consideration of transactions involving issuance of equity instruments to establish whether
or not they fall within the scope of IFRS 2. It applies to the situations where the identifiable
consideration received is less than fair value of the equity instruments issued. This has not had an
impact on the Group’s financial statements.

●

IFRIC 9 Reassessment of embedded derivatives (effective for accounting periods beginning on or
after 1 June 2006). This has required assessment of whether an embedded derivative is required to
be separated from the host contract and accounted for as a derivative when an entity becomes a
party to the contract. Subsequent reassessment is prohibited unless there is a change in the terms
of the contract that significantly modifies the cash flows that otherwise would be required under the
contract, in which case reassessment is required. This has not had an impact on the Group’s
financial statements.

●

IFRIC 10 Interim Financial reporting and Impairment (effective for accounting periods beginning
on or after 1 November 2006). This prohibits the impairment losses recognised in an interim
period on goodwill and investments in equity instruments and in financial assets carried at cost to
be reversed at a subsequent balance sheet date. This has not had an impact on the Group’s
financial statements.

Standards, amendments and interpretations that are not yet effective and have been
early adopted:
●
IFRS 8, Operating segments, effective for annual periods beginning on or after 1 January 2009,
replaces IAS 14 and aligns segment reporting with the requirements of US standard SFAS 131,
Disclosures about segments of an enterprise and related information. The new standard requires a
management approach under which segment information is presented on the same basis as that
used for internal reporting purposes. The standard is effective from 1 January 2009, however, as
permitted by the standard the management chose to adopt it from incorporation.
●

Amendment to IAS 1, Presentation of financial statements: A Revised Presentation aims to improve
the ability of users of financial statements to analyse and compare information in those statements.
The standard is effective from 1 January 2009, however, as permitted by the standard the
management chose to adopt it from incorporation.

●

IFRIC 11, IFRS 2 – Group and treasury share transactions, requires arrangements whereby an
employee is granted rights to an entity’s equity instruments to be accounted for as an equity-settled
scheme, even if the entity buys the instrument from another party, or the shareholders provide the
equity instruments needed. The adoption of this Interpretation had no impact on the financial position
or performance of the Group.

●

IFRIC 12, Service Concession Arrangements (effective for accounting periods beginning on or after
1 January 2008). IFRIC 12 gives guidance on the accounting by operators for public-to-private
service concession arrangements. IFRIC 12 is not relevant to the group’s operations due to absence
of such arrangements.

●

An amendment to IAS 39 and IFRS 7 – ‘Reclassification of Financial Assets’ – was issued on
13 October 2008. This Amendment permits an entity to reclassify non-derivative financial assets
(other than those designated at fair value through profit or loss by the entity upon initial recognition)
out of the fair value through profit or loss category in particular circumstances. The Amendment also
permits an entity to transfer from the available-for-sale category to the loans and receivables
category a financial asset that would have met the definition of loans and receivables (if the financial
asset had not been designated as available for sale), if the entity has the intention and ability to hold
that financial asset for the foreseeable future. The Amendment has had no effect on the Group’s
financial statements.
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Standards, amendments and interpretations that are not yet effective and have not been
early adopted:
●
IAS 23 (Amendment), Borrowing costs, effective from 1 January 2009, requires an entity to capitalise
borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset
(one that takes a substantial period of time to get ready for use or sale) as part of the cost of that
asset. The option of immediately expensing those borrowing costs is removed. The Group will apply
IAS23 (Revised) from 1 January 2009. The amendments to the standard are not expected to have an
impact as the Group does not incur borrowing costs.
●

Amendments to IAS 32, Financial instruments: Presentation, and IAS 1, Presentation of financial
statements: Puttable financial instruments and obligations arising on liquidation, (effective from
1 January 2009). The amendments to the standards are not expected to have an impact as the Group
does not currently have any of these financial instruments.

●

Amendment to IFRS 2, Share-based payment Vesting conditions and cancellations, clarifies that only
service conditions and performance conditions are vesting conditions and specifies that all
cancellations, whether by the entity or by other parties, should receive the same accounting
treatment. The Group will apply the amended standard from 1 January 2009 but it is not expected to
have a significant impact.

●

IAS 27 (Revised), Consolidated and separate financial statements, requires the effects of all
transactions with non-controlling interests to be recorded in equity if there is no change in control.
The standard also specifies the accounting when control is lost. The Group will apply the revised
standard from 1 January 2010.

●

IFRS 3 (Revised), Business combinations, continues to apply the acquisition method to business
combinations, with some significant changes. The Group will apply the revised standard from
1 January 2010. Management is currently assessing the impact of IFRS 3 (Revised) on the accounts.

●

Amendments to IAS 39, Financial Instruments: Recognition and Measurement: Eligible Hedged
Items, clarifies how the principles that determine whether a hedged risk or portion of cash flows is
eligible for designation should be applied in the designation of a one-sided risk in a hedged item. The
Group will apply the revised standard from 1 January 2010 subject to endorsement by the EU.

●

IFRIC 16, Hedges of a Net Investment in a Foreign Operation, clarifies that the presentation currency
does not create an exposure to which an entity may apply hedge accounting. The Group will apply
the interpretation from 1 January 2010.

●

IFRIC 17, Distributions of Non-cash Assets to Owners, clarifies that a dividend payable should be
recognised when the dividend is appropriately authorised and is no longer at the entity’s discretion
and that an entity should measure the dividend payable at the fair value of the net assets to be
distributed. The Group will apply the Interpretation from 1 January 2010 subject to endorsement by
the EU.

●

The IASB issued ‘Improvements to IFRSs’ on 22 May 2008, which comprises a collection of
necessary, but not urgent, amendments to IFRSs. The amendments are primarily effective for annual
periods beginning on or after 1 January 2009. The directors do not expect these amendments to
have a significant effect on the financial statements.

●

The IASB issued ‘Improvements to IFRSs (2010)’ on 16 April 2009. The improvements in this
Amendment clarify the requirements of IFRSs and eliminate inconsistencies within and between
Standards. The directors do not expect these amendments to have a significant effect on the
financial statements.
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Interpretations that are not yet effective and not relevant for the Group:
●

IFRIC 13, Customer loyalty programmes, effective for annual periods beginning on or after
1 January 2009.

●

IFRIC 15, Agreements for the Construction of Real Estate, effective for annual periods beginning on
or after 1 January 2009, but not yet endorsed by the EU.

●

IFRIC 18, Transfer of Assets from Customers, effective for annual periods beginning on or after
1 January 2009, but not yet endorsed by the EU.

●

IFRIC 14, IAS 19 – The limit on a defined benefit asset, minimum funding requirements and their
interaction, provides guidance on how to assess the limit on the amount of surplus in a defined benefit
scheme that can be recognised as an asset under IAS19 Employee benefits.

Management do not expect any of the above three interpretations to be relevant for the Group.
Going concern
The Group has an obligation to meet the work programmes in respect of the four exploration licences in
Mozambique. The minimum spend required in 2010 is $4.5m and in 2011 is $5.8m. Additionally the Group
has ongoing general and administration costs.
The Group is currently in the process of seeking to raise sufficient funds to finance the Group to a feasibility
study to bankable standard in respect of its coal assets which would include the above.
Should the necessary funds not be raised at IPO the Group would remain dependent on its shareholders
for ongoing support.
Basis of consolidation
The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries). The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from the effective date of acquisition or up to the
effective date of disposal, as appropriate. Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into line with those used by other members of
the Group. All intra-Group transactions, balances, income and expenses are eliminated on consolidation.
Tete Coal Holdings Limited (“TCHL”), previously named Ncondezi Coal Holdings Limited is the immediate
parent company. Strata Limited is the ultimate parent and ultimate controlling party of the Group.
Segmental reporting
Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision-maker. The chief operating decision maker has been identified as the Board
of Directors.
Property, plant and equipment
Property, plant and equipment are stated at cost on acquisition less depreciation. Depreciation is provided
on a straight-line basis at rates calculated to write off the cost less the estimated residual value of each
asset over its expected useful economic life. The residual value is the estimated amount that would
currently be obtained from disposal of the asset if the asset were already of the age and in the condition
expected at the end of its useful life.
The annual rate of depreciation for each class of depreciable asset is:
Plant and equipment
Computers and related equipment
Furniture and fixtures
Motor vehicles

25%
33%
20-25%
25%

The carrying value of property plant and equipment is assessed annually and any impairment is charged
to the income statement.
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Assets in the course of construction are capitalised in the construction in progress account. Costs
capitalised include the purchase price of the asset and any costs directly attributable to bringing it into
working condition for its intended use. On completion, the cost of construction is transferred to the
appropriate category of property, plant and equipment. Construction in progress is not depreciated.
Impairment
The carrying amounts of non-current assets are reviewed for impairment if events or changes in
circumstances indicate the carrying value may not be recoverable. If there are indicators of impairment,
an exercise is undertaken to determine whether the carrying values are in excess of their recoverable
amount. Such review is undertaken on an asset by asset basis, except where such assets do not
generate cash flows independent of other assets, in which case the review is undertaken at the cash
generating unit level.
A previously recognised impairment loss is reversed if the recoverable amount increases as a result of a
reversal of the conditions that originally resulted in the impairment. This reversal is recognised in the income
statement and is limited to the carrying amount that would have been determined, net of depreciation, had
no impairment loss been recognised in the prior years.
The recoverable amount of assets is the greater of their value in use and fair value less costs to sell. In
assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. For an asset that does not generate cash inflows largely independent of those from
other assets, the recoverable amount is determined for the cash-generating unit to which the asset
belongs. The Group’s cash-generating units are the smallest identifiable groups of assets that generate
cash inflows that are largely independent of the cash inflows from other assets or groups of assets.
Impairments are recognised in the income statement to the extent that the carrying amount exceeds the
assets recoverable amount. The revised carrying amounts are amortised in line with the Group’s
accounting policies.
Leased assets
Operating leases
Where substantially all of the risks and rewards incidental to ownership are not transferred to the Group
(an ‘operating lease’) amounts payable under the lease are charged to the income statement on a
straight-line basis over the lease term.
Borrowing costs
Borrowing costs incurred in respect of general borrowings are recognised in profit or loss as they accrue,
using the effective interest method. There are no borrowings directly attributable to the acquisition,
construction or production of qualifying assets.
Foreign currency
The individual financial statements of each group entity are presented in the currency of the primary
economic environment in which the entity operates (its functional currency). For the purpose of the
consolidated financial statements, the results and financial position of each entity are expressed in
US dollars, which are the functional currency of the Company and its main subsidiaries, and the
presentation currency for the consolidated financial statements.
In preparing the financial statements of the individual entities, transactions in currencies other than the
entity’s functional currency (foreign currencies) are recorded at the rates of exchange prevailing on the
dates of the transactions. At each balance sheet date, monetary items denominated in foreign currencies
are retranslated at the rates prevailing on the balance sheet date.
Exchange differences arising on the settlement of monetary items and on the retranslation of monetary
items is included in profit or loss for the period.
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Provisions
Provisions are recognised when the Group has a legal or constructive obligation, as a result of past
events, for which it is probable that an outflow of economic resources will result and that outflow can be
reliably measured.
Rehabilitation
Provisions are made for the estimated rehabilitation costs relating to areas disturbed during exploration
activities up to reporting date but not yet rehabilitated.
Changes in estimates are dealt with on a prospective basis as they arise.
Significant uncertainty exists as to the amount of rehabilitation obligations which may be incurred due to
the impact of possible changes in environmental legislation.
Exploration and evaluation assets
All costs associated with exploring and evaluating prospects within licence areas, including the initial
acquisition of the licence are capitalised 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. When a decision is made to proceed to development, the related expenditures will be
transferred to proven mining properties. Where a licence is relinquished, a project is abandoned, or is
considered to be of no further commercial value to the company, the related costs will be written off.
Currently exploration and evaluation costs are allocated to a single exploration and evaluation asset being
the exploration and evaluation of properties in Mozambique.
The recoverability of exploration and evaluation assets is dependent upon the discovery of economically
recoverable reserves, the ability of the company to obtain necessary financing to complete the
development of reserves and future profitable production or proceeds from the disposal of recoverable
reserves.
Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.
Tax payable/recoverable is based on taxable profit/(loss) for the year. Taxable profit differs from profit as
reported in the income statement because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the
balance sheet date.
Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit, and are
accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for
all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available against which deductible temporary differences can be utilised.
The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled
or the asset realised. Deferred tax is charged or credited to the income statement, except when it relates
to items charged or credited directly to equity, in which case the deferred tax is also dealt with in equity.
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the Group intends to settle its current tax assets and liabilities on a net basis.
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Financial instruments
Financial assets and liabilities are recognised on the Group’s balance sheet when the Group becomes party
to the contractual provisions of the instrument. Unless otherwise indicated, the carrying amounts of the
Group’s financial assets are a reasonable approximation of their fair values.
Financial assets
The group classifies its financial assets into one of the categories discussed below, depending on the
purpose for which the asset was acquired. The Group did not have any financial assets designated as held
to maturity, held for trading nor has it designated any financial assets as being at fair value through profit
and loss. Unless otherwise indicated, the carrying amounts of the Group’s financial assets are a reasonable
approximation of their fair values.
The group’s accounting policy for each category is as follows:
Loans and receivables
Loans and receivables (including trade receivables) are measured at initial recognition at fair value and
subsequently measured at amortised cost using the effective interest rate method.
Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand, deposits and other short-term highly
liquid investments that are readily convertible to a known amount of cash and are subject to an insignificant
risk of changes in value.
The Group assesses at each reporting date whether there is objective evidence that a financial asset or a
group of financial assets is impaired.
Financial liabilities
Financial liabilities and equity instruments issued by the Group are classified according to the substance of
the contractual arrangements entered into and the definitions of a financial liability and an equity
instrument. An equity instrument is any contract that evidences a residual interest in the assets of the
Group after deducting all its liabilities. Equity instruments issued by the Company are recorded at the time
proceeds are received, net of direct issue costs.
The Group classifies all its financial liabilities as held at amortised cost. The Group has not classified any
of its financial liabilities as fair value through profit or loss.
All financial liabilities including trade payables and borrowings are initially recognised at fair value net of any
transaction costs directly attributable to the issue of the instrument. Such liabilities are subsequently
measured at amortised cost using the effective interest rate method, which ensures that any interest
expense over the period to repayment is at a constant rate on the balance of the liability carried in the
balance sheet.
Share capital
Financial instruments issued by the Group are treated as equity only to the extent that they do not meet
the definition of a financial liability. The Groups ordinary shares are classified as equity instruments.
For the purposes of the disclosures given in note 12, the Group considers its capital to be total equity.
There have been no changes in what the Group considers to be capital since the previous period.
The Group is not subject to any externally imposed capital requirements.

285

218061 NCondezi pp279-pp289

6/8/10

2:15 PM

Page 286

2. Critical accounting estimates and judgements
The Group makes estimates and assumptions concerning the future, which by definition will seldom result
in actual results that match the accounting estimate. The estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying amount of assets and liabilities within the next financial
year are discussed below.
Accounting judgements
(i)

Impairment of exploration and evaluation assets
In accordance with the accounting policy stated above, the Group tests annually to see whether
exploration and evaluation assets have suffered any impairment and therefore no provision has been
made.
The recoverability of the amounts shown in the Group balance sheet in relation to deferred exploration
and evaluation expenditure are dependent upon the discovery of economically recoverable reserves,
continuation of the Group’s interest in the underlying mining claims, the political, economic and
legislative stability of the regions in which the Group operates, compliance with the terms of the relevant
mineral rights licences, the Group’s ability to obtain the necessary financing to fulfil its obligations as they
arise and upon future profitable production or proceeds from the disposal of properties.

Accounting estimates
(i)

Provisions for liabilities
As a result of exploration activities the Group is required to make provision for rehabilitation. Due to
the early stage of exploration activity no significant damage has been caused.

(ii)

Intangible assets arising on acquisition
To the extent that intangible assets arise on acquisition, the Group estimates the economic life of
these assets and amortises them over the relevant period. Refer to note 6.

3. Segmental analysis
The Group has two reportable segments:
●

Exploration – this segment is involved in the exploration of coal within the Group’s licence areas
in Mozambique

●

Corporate – this segment comprises head office operations and the provision of services to
Group companies

The operating results of each of these segments are regularly reviewed by the Group’s chief operating
decision makers in order to make decisions about the allocation of resources and assess their performance.
The accounting policies of these segments are in line with those described in note 1.
The segment results for the year ended 31 December 2007 are as follows:
Exploration
$’000

Year ended 31 December 2007
Segment result before allocation of central costs

(25)

Segment result after allocation of central costs
Interest expense
Interest income

–––––––––––

(25)
–
–

(37)
–
–

(62)
–
–

–––––––––––

(25)

–––––––––––
–––––––––––
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(62)

–––––––––––

(25)
–

Loss for the year

(37)

Group
$’000

–––––––––––

–––––––––––

Loss before taxation
Taxation

Corporate
$’000

–––––––––––

(37)
–

–––––––––––

(37)

–––––––––––
–––––––––––

–––––––––––

(62)
–

–––––––––––

(62)

–––––––––––
–––––––––––
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Exploration
$’000

Year ended 31 December 2007
Depreciation charged to the income statement

(10)

–––––––––––

(10)

–––––––––––
–––––––––––

Corporate
$’000
(14)

–––––––––––

(14)

–––––––––––
–––––––––––

Group
$’000
(24)

–––––––––––

(24)

–––––––––––
–––––––––––

The segment assets and liabilities at 31 December 2007 and capital expenditure for the year then ended
are as follows:

Year ended 31 December 2007
Segment assets
Segment liabilities
Segment net assets/(liabilities)

Corporate
$’000

Group
$’000

589
(102)

3,570
(589)

4,159
(691)

–––––––––––

–––––––––––

487

2,981

–––––––––––

Capital expenditure

4.

Exploration
$’000

30

–––––––––––
–––––––––––

–––––––––––

55

–––––––––––
–––––––––––

–––––––––––

3,468

–––––––––––

85

–––––––––––
–––––––––––

Expense by nature

Administrative expenses:
2007
$’000
Depreciation of property, plant and equipment
Professional and consultancy

24
38

–––––––––––

62

Total administrative expenses

–––––––––––
–––––––––––

Key management compensation:
The key management comprises the Board of Directors.
Directors’ emoluments
No fees were paid to directors during the year.
No retirement benefits are accruing to Directors under pension schemes. The Directors receive
reimbursement for reasonable expenses.

5. Taxation
The only Group entity subject to corporate income tax is Zambezi Energy Corporation Limitada which is
subject to tax at the rate of 32 per cent. on its profits in Mozambique. No tax charge/(credit) arose in the
current or prior year for Zambezi Energy Corporation Limitada.

6. Intangible assets
Exploration and evaluation costs

$’000

Cost
At 1 January 2007
Acquisition (see note 9)
Additions

–
3,529
569

–––––––––––

4,098

At 31 December 2007

–––––––––––
–––––––––––
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Exploration costs relate to the initial acquisition of the licences and subsequent exploration expenditure
incurred in evaluating the Ncondezi project, which consists of the 804L, 805L, 1314L and 1315L licence
areas situated in Tete, Mozambique.

7.

Property, plant and equipment

Group

Plant and
equipment
$’000

Furniture
and
fixtures
$’000

Motor
vehicles
$’000

Total
$’000

–
55
–

–
–
–

–
30
–

–
85
–

Cost
At 1 January 2007
Additions
Disposals
At 31 December 2007
Depreciation
At 1 January 2007
Depreciation charge
Disposals

–––––––––––

–––––––––––

–––––––––––

55

–

30

–––––––––––
–––––––––––

–––––––––––
–––––––––––

–––––––––––
–––––––––––

–
(14)
–

–
–
–

–
(10)
–

–
(24)
–

(14)

–––––––––––
–––––––––––

41

Net book value 2007

85

–––––––––––
–––––––––––

–––––––––––

At 31 December 2007

–––––––––––

–––––––––––
–––––––––––

–––––––––––

–

–––––––––––
–––––––––––

–

–––––––––––
–––––––––––

–––––––––––

(10)

–––––––––––
–––––––––––

20

–––––––––––
–––––––––––

–––––––––––

(24)

–––––––––––
–––––––––––

61

–––––––––––
–––––––––––

8. Subsidiaries
The Group has the following subsidiary undertakings:

Zambezi Energy Corporation
Holdings 1 Limited (‘ZECH1’)
Zambezi Energy Corporation
Holdings 2 Limited (‘ZECH2’)
Zambezi Energy Corporation
Limitada (‘ZECL’)

% interest
2008

% interest
2007

Country of
incorporation

Activity

100

100

Mauritius

Holding company

100

100

Mauritius

Holding company

100

100

Mozambique

Mining exploration

Zambezi Energy Corporation Limitada is owned by Zambezi Energy Corporation Holdings 1 Limited and
Zambezi Energy Corporation Holdings 2 Limited.

9. Acquisition
A share sale and purchase agreement dated 14 May 2007 (the “SPA”) between Strata Investments LP
(“Strata LP”), Dos Santos, Augusto Baptista Garrido Antunes (“Antunes”), ZECH1, ZECH2, Ncondezi Coal
Holdings Limited and the Company in respect of, inter alia, (i) the transfer by Dos Santos and Antunes of
their respective interests in the entire issued share capital of ZECL to ZECH1 and ZECH2, respectively and
(ii) the subsequent transfer to the Company of the entire issued share capital of ZECH1 and ZECH2, in
consideration for a cash payment of US$3,000,000 to Dos Santos and the right to subscribe for
15 per cent. of the shares of the Company at par value to Dos Santos (these shares were issued as part
of the transaction). The SPA terminated and replaced, in substantially the same terms, a share sale and
purchase agreement dated 26 January 2007 between Strata LP, Dos Santos and Antunes. Strata LP was
the 100 per cent. shareholder of the Company prior to this transaction.
The terms of the acquisition include contingent consideration payables upon certain exploration
milestones. As detailed in note 18, on 16 April 2010 a deed of variation was entered into under which all
claims for contingent consideration were agreed to be waived on Admission.
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The only assets and liabilities of ZECH1, ZECH2 and its subsidiary ZECL were four exploration licences
804L, 805L, 1314L and 1315L for the exploration of coal in Mozambique. These entities had no activity
prior to acquisition and hence did not constitute a business as defined by IFRS 3. As ZECH1, ZECH2 and
ZECL did not constitute a business as at the date of acquisition, this acquisition is outside of the scope of
IFRS 3 and is treated as an asset acquisition. The consideration has been allocated to the assets and
liabilities acquired as detailed below:
$’000
Consideration:
Cash
Shares in the Company

3,000
529

–––––––––––

3,529

Total consideration

–––––––––––
–––––––––––

Assets and liabilities acquired
Exploration licences

3,529

–––––––––––

3,529

Total assets and liabilities acquired

–––––––––––
–––––––––––

10. Trade and other payables
2007
$’000
Other payables
Other taxation and social security

13
95

–––––––––––

108

–––––––––––
–––––––––––

11. Loans and borrowings
2007
$’000
Current loans and borrowings
Shareholder loan

584

–––––––––––

584

Total loans and borrowings

–––––––––––
–––––––––––

The shareholder loan is provided by Tete Coal Holdings Limited, is interest free, unsecured and repayable
on 5 business days notice.
The fair value of payables is not significantly different from the carrying value.
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12. Share capital
2007
No.
Authorised:
Ordinary Shares of US$1 each

50,000

–––––––––––

Issued and fully paid:
Ordinary Shares of US$1 each

1,000

–––––––––––
–––––––––––

2007
$’000
Authorised:
Ordinary Shares of US$1 each

50

–––––––––––

Issued and fully paid:
Ordinary Shares of US$1 each

1

–––––––––––
–––––––––––

Shares issued and fully paid
Ordinary shares

At 1 January 2007
Issued to Ncondezi Coal Holdings Limited
Issued to Dinis Dos Santos

No.

Issue price
$

$’000

850
150

3,529
3,529

3,000
529

–––––––––––

1,000

At 31 December 2007

–––––––––––
–––––––––––

–––––––––––

3,529

–––––––––––
–––––––––––

The shares issued to Dinis Dos Santos during the year were issued as part of the acquisition described in
note 9. The shares issued to Ncondezi Coal Holdings Limited were issued in exchange for Ncondezi Coal
Holdings Limited settling the purchase consideration of the acquisition as disclosed in note 9.

Capital
As described in note 1 the Group considers its capital to comprise total equity. In managing its capital, the
Group’s primary objective is to ensure its continued ability to provide a consistent return for its equity
shareholders through capital growth in the short term and both capital growth and distributions in the
medium to long term.
The Group’s gearing ratio at the balance sheet date is shown below:
2007
$’000
–
584

Cash and equivalents
Shareholder loan

–––––––––––

584

Net debt

–––––––––––
–––––––––––

2007
$’000
1
3,528
(62)

Share capital
Share premium
Retained earnings

–––––––––––

Total capital

3,467

–––––––––––
–––––––––––

Gearing ratio

17%
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13. Reserves
The following describes the nature and purpose of each reserve within owners’ equity.
Share capital
Share premium
Retained earnings

Amount subscribed for share capital at nominal value.
Amount subscribed for share capital in excess of nominal value.
Cumulative net gains and losses less distributions made.

14. Loss per share
Basic loss per share is calculated by dividing the loss attributable to ordinary shareholders by the weighted
average number of Ordinary Shares outstanding during the year.
There were no potential ordinary shares in issue in the years ended 31 December 2008 and 31 December
2007 and therefore basic and diluted loss per share are the same.

Basic and diluted loss per share

Loss
$’000

Weighted
average
number of
shares

Per share
amount ($)

(62)

633

(98)

15. Related party transactions
IAS 24, ‘Related Party Transactions’, requires the disclosure of the details of material transactions between
the reporting entity and related parties.
The Group entered in the following related party transactions during the year:
Artemis Corporate Services Limited (‘ACSL’)
Artemis Trustees Limited (‘ATL’) is the parent company of ACSL, a director of the Company. During the year
ATL provided corporate and administrative services to the Group amounting to $25,000.
Tete Coal Holdings Limited (‘TCHL’)
TCHL is majority shareholders of the Company and has a number of common directors with the Company.
During the year TCHL recharged exploration costs of $0.5m and overheads of $61,000 incurred on the
group’s behalf. The amounts due to TCHL are disclosed in note 11.

16. Financial instruments
In common with all other businesses, the Group is exposed to risks that arise from its use of financial
instruments. This note describes the Group’s objectives, policies and processes for managing those risks
and the methods used to measure them. Further quantitative information in respect of these risks is
presented throughout these financial statements.
The significant accounting policies regarding financial instruments are disclosed in note 1.
There have been no substantive changes in the Group’s exposure to financial instrument risks, its
objectives, policies and processes for managing those risks or the methods used to measure them from
previous periods unless otherwise stated in this note.
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Principal financial instruments
The principal financial instruments used by the Group from which financial instrument risk arises, are
as follows:
2007
$’000
Loans and receivables at amortised cost
Trade and other receivables
Cash and cash equivalents
Financial liabilities held at amortised cost
Trade and other payables
Borrowings

–
–
13
584

–––––––––––
–––––––––––

General objectives, policies and processes
The Board has overall responsibility for the determination of the Group’s risk management objectives and
policies and retains ultimate responsibility for them.
The overall objective of the Board is to set polices that seek to reduce risk as far as possible without unduly
affecting the Group’s competitiveness and flexibility. Further details regarding these policies are set
out below:
Credit risk
Credit risk arises principally from the Group’s investments in cash deposits.
The Group holds its cash balances with 2 different banks in the Guernsey and Mozambique. The Group
seeks to deposit cash with reputable financial institutions with strong credit ratings.
Liquidity risk
Liquidity risk arises from the Group’s management of working capital and it’s shareholder loan which is
repayable on demand. As disclosed in note 1 the group is dependent on the raising of funds and/or
continued shareholder support to meet its obligations as they fall due.
The Board receives cash flow projections on a monthly basis as well as information on cash balances.
Maturity analysis

2007
Trade and other payables
Borrowings

Total On demand In 1 month
$’000
$’000
$’000
13
584

––––––––––
––––––––––

–
584

––––––––––
––––––––––

13
–

––––––––––
––––––––––

Between
1 and 6
months
$’000

Between
6 and 12
months
$’000

Between
1 and 3
years
$’000

–
–

–
–

–
–

––––––––––
––––––––––

––––––––––
––––––––––

––––––––––
––––––––––

The Group endeavours to match the maturity of its current assets with its current liabilities to mitigate
liquidity risk.
Market risk
The Group has not been selling any coal. As such there is no specific market risk at the date of this report.
However, there is a long term market risk associated with the project as a whole whereby a drop in coal
prices below expected levels may have effect in the viability of the projects.

Interest rate risk profile and maturity analysis of financial liabilities
Note 11 provides an analysis of the Group’s financial liabilities. As at 31 December 2007 there were
liabilities of $584,000 bearing no interest and falling due on 5 business days notice.
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Currency risk
The Group is exposed to currency risk through its activities in Mozambique due to certain costs arising in
Mozambique Meticais, whilst the functional currency is US Dollars. The Group has no formal policy in
respect of foreign exchange risk; however, it reviews its currency exposures on a monthly basis. Currency
exposures relating to monetary assets held by foreign operations are included within the Group Income
Statement. The Group also manages its currency exposure by retaining the majority of its cash balances
in US dollars, being a relatively stable currency.
Currency exposures
In so far as is possible the Group manages its foreign currency exposures by minimising cross currencies
and retaining cash balances in US Dollars. As at 31 December 2007 the Group had no significant foreign
exchange risk in respect of assets and liabilities held in non-functional currencies.
Fair value
Fair value is the amount at which a financial instrument could be exchanged in an arm’s length transaction
between informed and willing parties, other than a forced or liquidation sale and excludes accrued interest.
Where available, market values have been used to determine fair values. Where market values are not
available, fair values have been calculated by discounting expected cash flows at prevailing interest rates
and by applying year end exchange rates.
The fair values of short-term deposits, loans and overdrafts with a maturity of less than one year are
assumed to approximate to their book values.
Borrowing facilities
The Group had no undrawn committed borrowing facilities available at 31 December 2007.

17. Contingent liabilities
Inherent uncertainties in interpreting tax legislation
The Group is subject to uncertainties relating to the determination of its tax liabilities.
The tax system and tax legislation in Mozambique have been in force for only a relatively short time and
may be subject to frequent changes and varying interpretations. The Directors‘ interpretations of such
legislation in applying it to business transactions of the Group may be challenged by the relevant tax
authorities and, as a result, the Group may be assessed on additional tax payments including fines,
penalties and interest charges, which could have a material adverse effect on the Group’s financial position
and results of operations.
The Directors believe that the Group is in substantial compliance with tax legislation and any contractual
terms entered into that relate to tax which affect its operations and that, consequently, no additional tax
liabilities will arise in excess of those recognised in the financial statements. However, due to the reasons
set out above, the risk remains that the relevant Government authorities may take a differing position with
regard to the interpretation of contractual provisions or tax legislation. The resulting effect of this matter is
that significant additional tax liabilities may arise. However, due to the range of uncertainties described
above in assessing any potential additional tax liabilities, it is not practicable for the Directors to estimate
the financial effect in terms of the amount of additional tax liabilities, if any, together with any associated
penalties and charges for which the Group may be liable.

18. Events after the reporting date
804L and 805L exploration licences
In January 2010 the exploration licences for 804L and 805L were extended for a further 3 years and will
now expire on 17 December 2012.
Further exploration expenditure of $2.0m and $2.3m was incurred for the 12 month periods to
31 December 2008 and 31 December 2009 respectively. This was funded by shareholder loans.
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Material contracts
Following the year end the Group entered into the following material contracts:
Placing Agreement
The Placing Agreement dated 8 June 2010 between the Company, the Directors, Liberum Capital Limited
(“Liberum”) and Renaissance Capital Limited (“Renaissance”) whereby Liberum and Renaissance are
appointed jointly as agent of the Company to use their reasonable endeavours to procure subscribers for
the Placing Shares at the Placing Price.
Pursuant to the Placing Agreement, the Company and its Directors have given certain warranties to
Liberum and Renaissance regarding, inter alia, the accuracy of information in this document. In addition,
the Company has given an indemnity to Liberum and Renaissance in respect of the Placing. The Placing
is not underwritten. The Placing Agreement is conditional, inter alia, on Admission taking place no later than
21 June 2010 or such later date as may be agreed by the Company and Liberum and Renaissance and
the Company and its Directors complying with certain obligations under the Placing Agreement. Under the
Placing Agreement, the Company has agreed to pay to:
(a)

Liberum a corporate finance fee of £125,000 (payable immediately upon completion of the Admission
and the Placing), commission of 2.5 per cent. of the aggregate value of the Placing Shares at the
Placing Price, together with all costs and expenses and VAT thereon, where appropriate; and

(b)

Renaissance a corporate finance fee of £100,000 (payable immediately upon completion of the
Admission and the Placing), commission of 2.5 per cent. of the aggregate value of the Placing Shares
at the Placing Price, together with all costs and expenses and VAT thereon, where appropriate.

The Company has also agreed to issue Liberum and Renaissance warrants pursuant to the Warrant Deed
details of which are set out below.
Liberum Nominated Adviser and Broker Agreement
A nominated adviser and broker agreement dated 8 June 2010 between the Company, the Directors and
Liberum pursuant to which the Company has appointed Liberum to act as its nominated adviser and joint
broker to the Company for the purposes of the AIM Rules for Companies. The Company has agreed to
pay Liberum an annual a retainer of £60,000 (payable half yearly in advance). The agreement contains
certain undertakings by the Company and the Directors and indemnities given by the Company in respect
of, inter alia, compliance with all applicable regulations. The agreement may be terminated by either the
Company or Liberum on written notice without cause.
Renaissance Broker Agreement
A broker agreement dated 8 June 2010 between the Company and Renaissance pursuant to which the
Company has appointed Renaissance to act as its joint broker for the purposes of the AIM Rules for
Companies. The Company has agreed to pay Renaissance an annual retainer of £30,000 (payable half
yearly in advance). The Agreement contains certain undertakings by the Company and indemnities given
by the Company in respect of, inter alia, compliance with all applicable regulations. The agreement may be
terminated by either Renaissance or the Company on written notice without cause.
Warrant Deed
Under a deed of warrant dated 8 June 2010 the Company has conditional on Admission granted to each
of Liberum and Renaissance a warrant to subscribe for 723,911 Ordinary Shares, being equal to 2.5 per
cent. of the Placing Shares. The Warrants may be exercised at any time and from time to time until
5.00 p.m. on 10 June 2011 at the Placing Price.
Loan Agreement
A loan agreement dated 6 May 2009 between TCHL and the Company records the terms upon which
TCHL made an unsecured loan facility of US$2,416,872.64 available to the Company on 31 December
2008 and agreed to provide an additional loan facility for up to a maximum amount of US$5,583,127.36
or such higher amount to be determined by TCHL at its sole discretion (the “Loan Facilities”). As at the date
of this document, the total amount drawn down under the Loan Facilities is approximately US$7,203,684.
294

218061 NCondezi pp290-pp296

6/8/10

2:13 PM

Page 295

The purpose of the Loan Facilities is to fund directly or indirectly mining, prospecting and exploration
operations in respect to prospecting and exploration licences 804L, 805L, 1314L and 1315L in the
Republic of Mozambique. Repayment of the Loan Facilities is due within five business days of written
demand being made by TCHL. The loan is interest free unless the Company fails to make a repayment
whereupon an interest rate of one per cent. per annum is applicable. Interest accrues daily and shall be
payable on demand. The Company agrees to indemnify TCHL against any costs, losses, expenses or
liabilities sustained or incurred by TCHL as a result of any failure by the Company to comply with its
obligations under these Loan Facilities. Pursuant to the Strata Buy Back Agreement it is agreed that no
further sum will be advanced following the publication of this document, that approximately US$4,249,526
of the Shareholder Loan be converted into Ordinary Shares at the Placing Price prior to Admission and the
balance of the Shareholder Loan being approximately US$2,954,158 be assigned by TCHL to Strata and
pursuant to a separate letter agreement between Strata and the Company dated 8 June 2010, then
converted into Ordinary Shares at the Placing Price prior to Admission. Following such conversion no
further amounts will be owing by the Company under the Loan Agreement.
Deed of Termination and Amendment
A deed of termination and amendment dated 24 May 2010 which supersedes a deed dated 16 April 2010
(the “Deed of Termination and Amendment”) between the Company, TCHL, Rogerio Dos Santos (in his
personal capacity and as executor and heir to the estates of certain members of the Dos Santos family)
and Roberto Dos Santos (in his personal capacity and as heir to the estates of certain members of the Dos
Santos family). Pursuant to the Deed of Termination (i) the parties consent to implementation of certain
reorganisation steps prior to Admission; (ii) the parties to the Shareholders’ Agreement terminate the
Shareholders’ Agreement effective from Admission; and (iii) certain of the parties to the SPA waive certain
rights under the SPA in respect of the reorganisation steps prior to Admission and, effective from
Admission, including waivers which are consequential to the termination of the Shareholders’ Agreement
in respect of the additional reserve related payment to Dos Santos and the restrictions on the future
transfer of shares in the Company, including rights of first refusal and drag and tag along provisions.
As a result no additional reserves related payments are payable to the Dos Santos family.
Strata Buy Back Agreement
An agreement dated 24 May 2010 entered into between the Company, TCHL and Strata (the “Strata Buy
Back Agreement”). The Strata Buy Back Agreement refers to the Company having drawn down certain
amounts of a loan made available from TCHL pursuant to a facility letter dated 6 May 2009 (the “Facility
Letter”) (the amounts so drawn down being the “Loan”). The Strata Buy Back Agreement provides that
TCHL agrees to discharge the Company from its obligations to repay a certain amount of the Loan (the
“Capitalisation Amount”) in consideration for the allotment and issue of Ordinary Shares by the Company
at the Placing Price with an aggregate cash value equal to the Capitalisation Amount (the “Capitalisation
Shares”) (the “Capitalisation”). The Company also agrees to release and discharge TCHL from any further
obligations pursuant to the Facility Letter to advance any further amounts of the loan facilities available,
with effect from the date of publication of the Admission Document.
Dos Santos Option Agreement
A put and call option agreement dated 24 May 2010 between Rogerio Dos Santos (in his capacity as
executor and heir to the estates of certain members of the Dos Santos family), Roberto Dos Santos (in his
personal capacity and as heir to the estates of certain members of the Dos Santos family) and the
Company pursuant to which Rogerio Dos Santos granted the Company a call option (the “Call Option”) in
relation to the Dos Santos Shares. The Call Option can be exercised in whole or in part by the Company
at any time or times during the option period which starts on the date on which a court order is made for
the re-sealing of the South African letters of executorship of the estate of Dos Santos occurs in the BVI
until the later of: (i) the date which is 12 months from Admission; and (ii) the date which is three months
from the date on which the Company is notified that the re-sealing of the letters of executorship in respect
of the estate of Dos Santos in the BVI has occurred (“Option Period”). Further, the Company has granted
Rogerio Dos Santos a put option (the “Put Option”) in respect of such number of the Dos Santos Shares,
which when aggregated with all of the Dos Santos Shares bought back by the Company in respect of any
exercise of the Call Option, equal to the value of US$500,000. No exercise of the Put Option, which when
aggregated with all exercises of the Call Option, shall result in Rogerio Dos Santos receiving an amount in
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excess of US$500,000. The option price per Dos Santos Share under the Put Option or Call Option is
equal to the Placing Price less 10 per cent.
Relationship Agreement
A relationship agreement dated 3 June 2010 (“Relationship Agreement”) between the Company and
Strata, which is conditional upon Admission, to regulate the ongoing relationship between the Company
and Strata. The principal purpose of the Relationship Agreement is to ensure that the Company is capable
of carrying on its business independently of Strata and its subsidiary undertakings (“Strata Group”) and that
transactions and relationships with the Strata Group are at arm’s length and on normal commercial terms.
The Relationship Agreement will continue for so long as the Ordinary Shares are admitted to trading on
AIM and Strata owns or controls in aggregate 15 per cent. or more of the issued shares or voting rights of
the Company.
Share Capital
On 25 May 2010 pursuant to a written resolution of the Shareholders dated 24 May 2010, the
Memorandum was amended to be an unlimited number of ordinary shares of no par value.
On 25 May 2010, pursuant to a written resolution of the Shareholders dated 24 May 2010 each issued
ordinary share of US$1 was divided into 80,000 Ordinary Shares of no par value, of which 68,000,000
Ordinary Shares were held by Artemis Nominees Limited as nominee for TCHL and 12,000,000 were held
by Dos Santos.
On 27 May 2010 pursuant to a resolution of the Directors dated 21 May 2010, 3,600,000 Ordinary Shares
were issued to Ogier Employee Benefit Trustee Limited as trustee of the Ncondezi Employee Benefit Trust
1. These Ordinary Shares are held as nominee for selected management of the Company and the
Ncondezi Employee Benefit Trust 2 who are the joint beneficial owners under the Ncondezi Long Term
Incentive Plan.
On 27 May 2010, pursuant to certain anti-dilutive provisions contained in the Shareholders’ Agreement,
189,474 Ordinary Shares were issued to the Dos Santos as a result of the issue of Ordinary Shares
pursuant to the Ncondezi Long Term Incentive Plan described above.
Prior to Admission, pursuant to the Strata Buy Back Agreement 2,366,369 Ordinary Shares will be issued
to TCHL and 1,645,037 Ordinary Shares will be issued to Strata in consideration for the capitalisation of
certain sums due to TCHL and Strata respectively.
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