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Dear Sirs,

COMPETENT PERSON’S REPORT.


THE MERETO EXCLUSIVE EXPLORATION LICENSE (EEL), ETHIOPIA 

During a visit to Ethiopia from 11th to 17th April, 2004 I undertook an evaluation of the mineral potential of the Mereto Exclusive Exploration License Area (Mereto EEL) and adjoining properties in NE Ethiopia on behalf of Sheba Exploration Limited.  I refer you to the attached competent person’s report in which my findings are presented.  Some of my findings are summarized below. 

Discussions with officials of the Ministry of Mines in both Addis Ababa and Mekelle gave me the assurance that Sheba Exploration Ltd. has secure title to their principal area of interest, the Mereto EEL.    The terms and conditions of the Ethiopian Government Mining Proclamation No.52/1993 are conducive to encouraging investment in exploration in Ethiopia.

The North Eastern Goldfield is relatively unexplored.   Much of the preliminary exploration efforts have been concentrated on sampling of stream sediments, soils and rocks in outcrop and in trenches. As far I could determine, no exploration geophysics or drilling has been undertaken to determine the nature and potential of the gold mineralisation in depth in this region.  During a site visit to 5 target areas I was able to confirm the presence of gold up to 7.33g/t from a trench sample at Amora Hill. In addition, I was able to confirm that gold in soil is present in anomalous quantities at Amora Hill in the range of 440ppb to 760ppb within the anomalous gold in soil target area discovered by Sheba Exploration Ltd.  Regional soil sampling has delineated a more extensive zone of gold in soil anomalies. At this stage it is difficult to categorise the nature of the gold mineralisation as too little is known.   However, the pervasive carbonate alteration may support a low-sulphide quartz gold model.

Within the anomalous soil areas, specific targets warrant detailed exploration. The next stage of exploration is essential and should aim to delineate a drilling target by establishing some degree of continuity of gold mineralisation.  This would require a programme of detailed geological mapping and lithogeochemical sampling to attempt to define the controls of the gold mineralisation.

Yours faithfully,

Michael J. Evans

COMPETENT PERSON’S REPORT

THE MERETO EXCLUSIVE EXPLORATION LICENSE (EEL)

NORTH EASTERN GOLDFIELD, ETHIOPIA

SUMMARY OVERVIEW

The writer visited Ethiopia from 11th to 17th April and undertook an evaluation of the mineral potential of the Mereto Exclusive Exploration License Area (Mereto EEL) and adjoining properties in NE Ethiopia on behalf of Sheba Exploration Limited.  

Discussions with officials of the Ministry of Mines in both Addis Ababa and Mekelle gave the writer the assurance that Sheba Exploration Ltd. has secure title to their principle area of interest, the Mereto EEL.    The terms and conditions of Mining Proclamation No.52/1993 are conducive to encouraging investment in exploration in Ethiopia.

The North Eastern Goldfield is relatively unexplored.   Most of the preliminary exploration efforts have been concentrated on sampling of stream sediments, soils and rocks in outcrop and in trenches.   As far as the writer could determine, no exploration geophysics or drilling has been undertaken to determine the nature and potential of the gold mineralization in depth in this region.  During a site visit to 5 target areas the writer was able to confirm the presence of gold up to 7.33g/t from a trench sample at Amora Hill.  Gold in soils is present in anomalous quantities, being confirmed at Amora Hill in the range of 440ppb to 760ppb within the anomalous gold in soil target area discovered through earlier sampling by Sheba Exploration Ltd.  Regional soil sampling has delineated an extensive zone of gold in soil anomalies.  Within these anomalous soil areas, specific targets warrant detailed exploration.

At this stage it is difficult to categorise the nature of the gold mineralization as too little is known.   However, the pervasive carbonate alteration may support a low sulphide quartz gold model. 

The next stage of exploration is essential to attempt to delineate a drilling target by establishing some degree of continuity of gold mineralization.  This would require a programme of detailed geological mapping and lithogeochemical sampling to attempt to define the controls of the gold mineralisation.

COMPETENT PERSON’S REPORT

THE MERETO EXCLUSIVE EXPLORATION LICENSE (EEL) 

NORTH EASTERN GOLDFIELD, ETHIOPIA 

1.
INTRODUCTION

The writer visited Ethiopia from 11th to 17th April, 2004 in order to undertake an evaluation of the mineral potential of the Mereto Exclusive Exploration License (Mereto EEL) and adjoining areas in NE Ethiopia on behalf of Sheba Exploration Limited.  The principal objective was to substantiate the presence of gold mineralisation in the area, but also to give an opinion on the exploration potential of the area under review.

2.
LOCATION AND INFRASTRUCTURE

The North Eastern Goldfield, within which the Mereto EEL is situated, is located about 55km NNW of Mekelle, the regional capital of Tigray Province.  Mekelle lies 500km to the north of Addis Ababa (over 750km by road) and there are regular flights between the two cities.  A newly completed tarred road connects Mekelle with the town of Wukro, about 35km to the north.   Thereafter gravel surfaced roads of reasonable condition provide access to the project area via the village of Megab, where Sheba exploration has a store, and the small town of Hawzen just to the SE of the project area.  New access is currently being built up within the Mereto EEL through an initiative of hand-built roadways.  This is a government sponsored work for food initiative and this is enabling vehicular access to many sites not previously accessible by vehicle.

A newly constructed airport building and expanded runway has been open at Mekelle for a year now and it is understood that it will achieve international status in a year’s time.

A huge new project in the region is the construction of a major dam for hydro-electric power generation.  This is a two staged project, initially 5 years for the 300MW hydro- electric scheme to be followed by a second stage of canal construction for irrigation purposes in the region.   Currently electricity is being brought into the project area via a 15KV, 3-phase line which can deliver up to 1.2MW.  This line recently reached Megab where a transformer has been installed. 

From the above, it is clear that there is reasonable infrastructure in the project area.

3.
LAND HOLDING STATUS

Sheba Exploration was first granted an Exclusive Prospecting License (EPL) on 16th December 1998 over the Bhiza locality (100 sq km) and the Mereto locality (49 sq km) – License No. 006-008/91(ref Fig 1).   Although some preliminary work was carried out in the Bhiza area, further more detailed work was not possible at the time owing to its proximity to the Ethiopian / Eritrean border dispute area.   The company declared force majeure at Bhiza in 1999 and the present status of the company’s EPL in the area, as communicated to the company by a letter from the Ministry of Mines dated 9th August 2000, is still pending.

Regional prospecting continued in the Mereto area until 16th December 1999 and on 21st April 2000, the company was issued with an Exclusive Exploration License (EEL) over 37 square kilometres of the Mereto locality (License No 002-003/92).  This was initially granted over the area for a term of 3 years and was renewed for a further year on 2nd July 2003 with a mandatory reduction of one quarter of the size of the area.  Sheba’s current mineral rights holding consists of the Mereto EEL, 27. 9505 sq km in extent.   This license area is a consolidation of a portion of the original Mereto EEL, an area to the east of the EEL incorporating the Tsasarat area (granted as a boundary modification on 15th May 2002) and the northern portion of the Hawzen Block 9 area previously held by the Ashanti/Ezana Joint Venture (granted as a boundary modification on 11th February 2004).   Sheba is still entitled to a mandatory extension of the Mereto EEL for a further year though to July 2005.  Thereafter, renewals will be subject to negotiation of expenditure and work commitments. 

In addition to the Bhiza and Mereto Areas, applications for three additional EPL’s were granted on 30th October 2000.  These were the Adi Seraw (020/93), Dongwar (021/93) and Mai Sheket (022/93) EPL’s, which jointly cover an area of 50 sq km.  These were prospected for the mandatory year one term of the license, but, owing to financial constraints, the company has not exercised it’s right to apply for EEL’s over these areas to date. 

On Monday 12th April, the Mineral Operations Department of the Ministry of Mines in Addis Ababa was visited.  The writer met with Ato Temesgen Ofgaa, the team leader in charge of Licensing.   He confirmed the current land holdings status of Sheba Exploration Ltd and provided me with a copy of a map of the latest land position in the area concerned (ref Fig 1).  This shows the positions of the various Licenses described above.

On Tuesday 13th April, the writer met with Ato Kiros Negash, Resources Officer of the Tigray Region Department of Minerals, Energy and Water in Mekelle.  He also confirmed the land holding of Sheba Exploration Ltd and provided me with a copy of the letter to Sheba Exploration Ltd dated 2nd July 2003 confirming the renewal of the Mereto EEL for the first renewal period.   He also provided me with a letter of permission to access the area of interest and a letter of permission to export rock samples taken from the area.

Note on the Minerals code.  Exploration and Mining activities in Ethiopia are governed by the Mining Proclamation No. 52/1993 and subsequent amendments.   The terms and conditions are similar to those in a number of African countries and are easy to understand and apply.  The incoming party is entitled to secure the rights to 100% of the mineral rights of a specified area (allowing for the government to have the option to take up a 2% equity holding).  Surface rights must be negotiated with the surface rights owners, although rights of access and occupation are written into the law.  The fiscal conditions in Ethiopia are reasonably conducive to encouraging investment with a 35% company tax.  However, there is a 3% royalty on gold production in Tigray State, but the latter is still under review.   

The code protects the rights of the larger scale operators to secure mining title to their exploration areas, while giving rights to locals to carry out artisanal operations.   Initial prospecting can be carried out under terms of an Exclusive Prospecting License (EPL), which gives the holder exclusive rights to the area concerned for a term on one year only and thereafter gives the incumbent the right to apply for an Exclusive Exploration License (EEL), using the same or a modified area.  An EEL is valid for an initial term of 3 years and may be renewed for two terms of one year each, provided the commitments to an exploration programme and expenditure are met and regular reporting is maintained.  Application for extensions beyond this 5 year term would be dependent upon the amount of work undertaken and the commitment to ongoing work and expenditure commitments.

The Licensee has the right to assign or transfer his right(s) to a third party.    The Licensee also has the right to apply for either a small scale Mining License (10 year term renewable for a further 5 years) or a large scale Mining License (20 year term renewable for a further 10 years), depending upon the scale of the project.   Whereas exploration and mining rights may be granted to any new applicant for a relinquished prospecting area, the law specifically refers to the right of the original permit holder in respect of future applications for higher licenses, provided that work and expenditure commitments have been fulfilled.

In discussions with officials with Ato Temesgen Ofgaa and with Ato Kiros Negash it was established that the EPL’s previously held be Sheba Exploration Ltd., would not be granted to another applicant without Sheba having a first right of refusal. 

4.
GEOLOGICAL SETTING

The rocks in the NE goldfield area form part of the Arabian-Nubian Shield.  This is a Middle to Upper Proterozoic aged, accreted volcanic island arc terrane.  It is generally made up of older volcanic and sedimentary rocks which have been intruded by younger pre- to syn- to post tectonic, mainly felsic intrusives.

This belt straddling the Red Sea is well known for the existence of numerous volcanogenic massive sulphide, base metal deposits in Saudi Arabia, Eritrea and Sudan.   Exploitation of gold in the region dates back to Pharaonic times.   However, despite the excellent potential of the region for mesothermal gold mineralisation, exploration has not been as pervasive as in other gold-rich regions of the world.

In the case of the NE goldfield, which has seen limited exploration, there is still considerable potential to locate economic concentrations of gold mineralisation in favourable host rocks.

5.
SUMMARY OF PREVIOUS WORK 

The first known gold exploration took place in the vicinity of Unko in 1903 under a concession granted to an Italian Syndicate.  During this period, at least three adits were driven into outcrops of schist and quartz.

Apart from this little exploration was undertaken here until 1995, when the Ashanti Goldfields / Ezana Joint Venture commenced work in their Hawzen Block 9 EEL. Work was suspended in 1998 when many of Ashanti’s exploration operations in Africa were curtailed and Ashanti subsequently relinquished the area.  In June 2003 Sheba Exploration Ltd. signed a data acquisition agreement with Ezana, the remaining member of the JV in Ethiopia, thus clearing the way for Sheba to submit an application for exploration rights over a selected portion of the Hawzen Block 9.

Since 1998, only Sheba Exploration Ltd has been exploring within this prospective area.  In addition to the above, small scale artisanal exploitation of gold from surface digging and scraping and from river panning activity is carried out by a few members of the local populace.
6.
EVALUATION OF THE MINERAL POTENTIAL OF THE MERETO EEL.
Four areas of interest within the Mereto EEL have been delineated from the results of work undertaken to date.  These areas were visited in the field and samples taken at three localities to verify the presence of gold mineralisation established by earlier exploration activities and the current work by Sheba Exploration.  In addition, the Dongwar EPL was visited to review the exploration potential (ref Fig 1).  The first four areas fall within the frame of Fig 2 and are discussed as follows:


i)
Gladys gold in soil anomaly, Adi Gonche locality (Mereto EEL)


ii)
Trench 9N, Ndaba Schekena locality (Mereto EEL)


iii)
Adi Keffir artisanal gold working area  (Mereto EEL)


iv)
Amora Hill gold in soil anomaly, Tsasarat locality (Mereto EEL)


v)
Adi Agwa artisanal gold working area (Dongwar EPL).

i)
Gladys anomaly, north-west Mereto EEL

Exploration activities commencing from 1st principles in the original Mereto EEL were successful in identifying a gold in soil anomaly at this locality.  According to Sheba Exploration, gold in soil values of up to 450ppb Au over a threshold of 50ppb Au were returned.  The more abundant residual quartz float locally makes this area stand out more white in colour.  The greater density of quartz veining is possibly due to the greater degree of schistosity of the rocks.

The gold occurrence is located on a hilltop to the east of the Wereii River, the main drainage traversing the area from north to south.  This target falls within a broader zone of pervasive carbonate alteration which seems to encompass a large area within which the gold mineralisation is localised.   The main rock type locally is a sericite-rich phyllite which has been locally tectonised to form a sericite schist.  Lenticular, white, opaque, crystalline quartz veins occur parallel to the foliation and also as a tensional feature, at right angles to the foliation.  One tensional vein, 45cms wide between trench MT1 and MT2 was found to be stained with limonite and on closer inspection, blebs of galena were located.  An assay of this material returned a value of 4.50 g/t Au.  A second sample from a 10cm wide tensional quartz vein in Trench MT3 assayed 0.10 g/t. Channel samples of the carbonate altered, sericitic phyllite selected by the writer returned gold values of 0.16g/t (32cm), 0.80g/t (200cm) and 0.15g/t (100cm) in trench MT2, and 0.08g/t Au (100cm) from trench MT8.   

The presence of gold mineralisation at this locality is significant, particularly the value from a tensional quartz vein. Sheba did secure higher gold values from this locality, including 5.7g/t over 2.00m. It is evident that the gold distribution within this zone is patchy and lower grades reported by the writer could be due to the selective nature of the sampling. It will take much work to substantiate controls on the gold and continuity of the mineralisation here. Thus this target should be given a lower priority initially and efforts focussed on the areas of more consistent mineralisation elsewhere within the Mereto EEL.

ii)
Trench 9N area, central Mereto EEL

A thorough exploration programme was undertaken by Ashanti Goldfields/Ezana JV in this area.  Detailed regional soil sampling was successful in identifying a selected area where gold values in soils exceed 50ppb, with certain areas being anomalous at over 250ppb Au.  This data ties in with the values obtained by Sheba Exploration in adjacent areas and are well represented in Fig 2.

The soil geochemical anomalies were evaluated through a programme of systematic trenching and litho-geochemical sampling.  Results were positive, especially from trench 9N, which according to Ashanti Goldfields/Ezana JV graded at 1.07g/t Au over a width of 47.60m.  The original cross sectional data was obtained from Ezana and upon review, an intersection of 21.60m grading at 1.82g/t Au was calculated.  The original assay results are reported in Appendix 1.

Based primarily on the positive results returned by Ashanti from trench 9N, this locality was visited to review the geology and verify the assay values obtained.  An observation of the work undertaken by Ashanti gives the impression of thorough, detailed exploration and competent sampling.

The lithologies mapped in the trench consist mainly of sericite rich phyllites to sericite schists with white, translucent crystalline quartz veins parallel to the schistosity. These have been boudinaged and flattened and in places are well mineralised with limonite after pyrite.  The zone identified with gold mineralisation is mineralised with euhedral limonite cubes and aggregates of limonite after pyrite.

The 21.60m wide zone that was shown from Ashanti records to be consistently mineralised and to grade 1.82g/t was carefully re-examined.  The writer took a two metre channel sample of sericite schist with disseminated limonite cubes after pyrite from this locality and this assayed 2.16g/t Au.  In addition, the writer took rock grab samples further west of this locality in the same trench and these also returned positive gold values as follows:  a mineralised quartz outcrop sample assayed at 0.98g/t Au and a sericitic phyllite grab sample assayed at 1.01g/t Au.

Further west of this locality, narrow bands of graphitic schist can be mapped between the broader sericite-rich zones.  The graphite-rich zones are also quartz sericite-rich, but carry a high proportion of white, crystalline quartz in bands.  They range from 5m to 20m in width, but appear to carry less consistent and lower grade gold mineralisation than the sericitic schists further to the east.

iii)
Adi Keffir artisanal gold area, Southern Mereto EEL

Located in the south-eastern portion of the Metero EEL and about 2km north of the area originally prospected by the old Italian prospectors, is an area of slightly more widespread artisanal activity on the hill slopes and in the rivers over an area of about 1sq km.   Outcrop is quite good here and a very long trench, 4N, excavated by Ashanti/Ezana JV was visited.   The dominant lithology is a sericite-rich phyllite which is weakly foliated.   Pervasive carbonate alteration is evident in the form of disseminated goethite or iron oxide relics after siderite/ankerite.  These vary is size from <1.0mm to 20mm.  Gold mineralisation is more likely to be found where this material is finely disseminated or in sheared zones.  Exposed in the trench is a 20m wide band of graphite-rich quartz sericite schist with quartz veining and also a narrow sheared zone 50cm wide with chlorite and iron oxide stained quartz.  For the remainder the trench is dominated by differentially foliated sericite phyllite.

The available trench profiles produced by the JV from this area show that in trench 1N (located approximately 1650m south-east of trench 4N) there was an intersection grading 10.5 g/t over 2 metres and in trench 6N (located approximately 800m north of trench 4N) there was an intersection of 1.39 g/t over 8 metres. Owing to time and access constraints, however, these localities were not visited by the writer.

iv)
Tsasarat (Amora Hill gold anomaly), north-eastern Mereto EEL

The gold mineralisation here is a virgin discovery made by Sheba Exploration on the basis of regional soil sampling.  This was followed by locally detailed soil sampling at 200m x 50m spacing over the Amora Hill and Chincha target area (Fig 2).   Results from the detailed soils were very encouraging, with the 300ppb contour outlining an area 18 hectares in extent anomalous in gold.  The peak gold in soil value was 2405ppb (or 2.4g/t Au).   In order to confirm this geochemical anomaly, two soil samples were taken within the core area of the anomaly zone and returned comparative values of 440ppb and 760ppb Au.

To date the best mineralisation has been confirmed within a distinctive apple green, quartz sericite schist.   Initially, selected rock chip samples taken by Sheba exploration returned encouraging values of 6.4g/t and 14g/t Au and then subsequently from Trench MK1, the best values returned were 6.4g/t over 1.0m (east end) and 9.6g/t Au over 1.00m near the middle of the trench.    In addition, trench MK2 returned a value of 3.3g/t over 1.0m.   

Trench MK1 on the west flank of Amora Hill was reopened and two channel samples taken from the apple green mineralised quartz sericite schist.  The values returned were 0.29g/t Au over 80cms (east end) and 7.33g/t Au over 60cms near the middle of the trench.

A review of the geology demonstrates that the principal lithology is a medium to coarse grained granite with feldspar porphyroblasts up to 1cm in size.  The granite occurs as an oval shaped stock, the major part of which outcrops to the east of Amora Hill, while at Amora Hill the geology, alteration, structure and evidence of gold mineralisation are indications that this is a significant gold exploration target.  Detailed geological mapping and lithogeochemical sampling will be needed locally, but the following observations were made:

· The medium grained granite is weathered, thus it is difficult to make observations about the degree of alteration.  However, it appears to be preferentially more altered on the western side.  The presence of very fine grained kaolinised or highly sericitised zones supports this observation.

· The most significant lithology here is an apple green, quartz sericite schist, which appears to be sheared and altered granite.  Samples of this material returned some of the elevated gold values from this area.  Float material at the top of the hill carried varying proportions of small vugs filled with limonite after pyrite and arsenopyrite.  From the observed occurrences in situ, these shears are narrow, varying from 50cms to +1.00m, but they could be more extensive. 

· At one locality in the SW only, the fracturing is intense enough to give the appearance of a stockwork .  Many of the fractures have a selvage, whereas others are filled with clear to translucent quartz veins mineralised with abundant red ferruginous ochre and some limonite.  One sample of this material returned a value of only 0.03g/t Au.   Although this sample is effectively barren, it does contain detectable gold and therefore the potential for a gold mineralised stockwork within the vicinity of the granite stock warrants further investigation.
· The medium and fine grained sheared granite is cut by late, narrow medium gained granite dykes.  These dykes are reported to be associated with gold anomalies elsewhere within the Mereto EEL.

· One of the more obvious features is the abundant white, opaque, crystalline quartz float.   Much of this is derived from a number of large quartz veins striking at 140°.  However, there are different types of quartz, namely a saccharoidal white to yellowish variety and a strongly mineralised vein to the SW of Amora Hill.

· At the top of Amora Hill white crystalline quartz float fragments with minor limonite staining was found to enclose aggregates of sphalerite and pyrite at one locality and at another, large crystals of arsenopyrite.  The gold content of this latter material is 0.04g/t Au.

The Amora Hill gold anomaly is clearly an exciting target where significant gold values have been returned from within a broad target area defined by highly anomalous gold values in soil.  This target warrants more detailed follow up evaluation with a view to delineating a definitive drill target.

v)
Adi Agwa artisanal gold working area, Dongwar EPL

A brief visit was paid to a central locality on this licence area, previously held by Sheba Exploration Ltd. as an exclusive prospecting license in the period 2000-2001. The eastern area of the license is underlain by very fine grained meta-sediments made up of phyllites, siltstones and slates with narrow chert bands.  Some of these units are weakly mineralised over narrow widths with limonite.

A locality was visited close to the centre of the EPL and next to a boudinaged mafic dyke, one of a swarm of NS trending dykes in the prospect area.   Adjacent to the dyke to the east is a small area of excavation about 12m x 5m x 3m in extent was exploited for gold by local artisanal workers.   Sheba Exploration reported that two samples from these schists assayed at 0.40g/t and 1.76g/t Au.   Two samples taken by the writer and anlaysed in Addis Ababa returned values of 0.10g/t and 0.03 g/t Au.

The rocks are very well foliated to sheared, uniformly very fine grained sericite-rich meta sediments or meta volcanics with unevenly disseminated fine (≤05mm) to medium grained (1.5mm) limonite after pyrite and numerous narrow, light grey, translucent quartz veins parallel to the foliation.  The yellow, orange, brown and purple colours are an indication of significant iron oxides and limonite after pyrite.

A marked oval structure can be observed on the aerial photograph of this area potentially indicative of an underlying intrusive.  The area is traversed by numerous pre- to syn-tectonic dykes sampling of which by Sheba Exploration has yielded weak gold values of 0.1 – 0.4 g/t.   The demonstrated presence of pyrite and associated gold plus this intrusive association is reason enough to consider this area for more detailed evaluation.

Geological mapping and lithogeochemical sampling of zones anomalous in limonite/pyrite, breccias, major zones of shearing, quartz veins, etc. should give a good idea of the exploration/mineral potential of this area.

Comment.

At this stage it is difficult to categorise the nature of the gold mineralisation as too little is known.   However, the pervasive carbonate alteration may support a low sulphide quartz gold model.   The mineralisation in such an environment would be characterised by major strike slip faults and associated second and third order splays.  The quartz veins in this type of environment are sporadically mineralised with gold are characterised by extensive carbonate alteration.

The nature of quartz veining in the area of interest appears to range from a more brittle-ductile environment where a complex set of anatomising veins cross-cut the regional fabric, to almost ductile environment where the pre- to syntectonic veins are sheared out along the foliation and boudinaged.    There are also tensional quartz veins at right angles to the fabric.  The presence of gold in the region is not in doubt. However, despite the abundance of quartz float in the region, derived from a large number of quartz veins of differing ages, so far gold has been found to be sporadic in its distribution in quartz.  It is more commonly located in schists in close association with quartz veins.   The key to any follow up exploration and evaluation would be to determine where the gold is structurally located and thereby focus on finding a large enough structural or lithological zone of gold mineralisation to be commercially exploitable. 

7.
CONCLUSIONS.

1.
The presence of gold mineralisation in the Eastern goldfield region of NE Tigray Province in Ethiopia is of considerable significance.  Sporadic gold panning and dry diggings are reported by Sheba Exploration to cover an area of at least 130 sq km.

2.
The area of anomalous gold in soils and streams falls within an extensive area of carbonate alteration within the local lithologies, but is best observed in the sericite-rich phyllites.  This is represented in the rocks by relict goethite or iron oxides after siderite/ankerite and at many localities by finely disseminated carbonate (actively effervesces with dilute HCl).   Where these rocks are well foliated or sheared, mineralisation with limonite after pyrite and low associated gold values was established.   The most continuous zone of mineralisation located to date is exposed in the Ashanti/Ezana trench No 9N, near the centre of the Mereto EEL.  This occurrence supports the potential for locating more extensive wide zones of gold mineralisation which, if of sufficient tonnage and adequate grade, could constitute a significant open pittable gold target.

3.
Two soil samples taken by the writer confirmed the anomalous level of gold in soil anomaly at Amora Hill.   The better gold values occur in an apple green coloured quartz sericite schist which is mineralised with limonite after pyrite and arsenopyrite.   Lithological samples confirmed the presence of gold within this rock type. 

4.
In addition to the above, fine gold, leaf gold and small gold nuggets are panned from the soil and from river gravels.  This confirms the presence of gold within the envelope of carbonate alteration.

5.
To date the amount of exploration carried out in the area of interest has been of a very preliminary nature and insufficient to establish whether economic concentrations of gold may occur in the area.  As a consequence it will be necessary to undertake more detailed exploration within the areas that have now been delineated as being prospective in order to establish some degree of continuity of the gold mineralisation and to search for higher grade zones of mineralisation. 

6.
As part of the above exploration programme, reconnaissance to semi-detailed evaluation work should be done over selected areas in order to secure land holdings and to prioritize gold targets for detailed evaluation.

8.
RECOMMENDATIONS FOR FUTURE EXPLORATION.

1.
Make use of the available aerial photographs to draw up a regional geological 

map as a framework for future detailed mapping on the ground.  In this way major structural features can be delineated at an early stage for ground verification purposes.   For example, the dyke swarm in the Dongwar EPL may have a strong structural control that could be related to localisation of gold mineralisation.

2.
Undertake a programme of detailed geological mapping on the ground.  This work should commence in the areas where known gold occurrences have been defined, with a view to tracing them out along strike, where possible.   Verification of the preliminary photo-geological map should be an integral part of this mapping.

3.
The mapping should be accompanied by systematic lithogeochemical sampling of potentially mineralised formations or individual lithologies in order to determine where the best zones of mineralisation are to be found or concentrated. This sampling programme should have a very strong geological control in order to determine where the gold is located.  This will be an essential guide to understanding structural controls of the gold.

4.
Based upon 2 and 3 above, a selected programme of trenching could be undertaken in order to establish a greater degree of continuity to the mineralisation.

5.
The structural geology in this area is extremely complex.  Consequently, the

controls on the gold mineralisation may not be immediately obvious to the programme on initial mapping.  Consequently it may be necessary at some stage to bring in the services of a structural geologist familiar with structural controls of gold

mineralisation to ensure that significant structures are not overlooked.

6.
Once a better understanding of the continuity of the mineralisation has been 

established, a programme of drilling could be commenced to determine the down dip

continuity and thereby the tonnage potential of the target under review.

Michael J. Evans

Pr.Sci.Nat

Exploration Geological Consultant

Appendix 1:  gold values in samples of quartz-sericite schist from part of trench 9N. The samples are continuous panels taken across the strike of the schists (courtesy: Ezana Mining Development plc).

	ID no.PRIVATE 

	3817
	3818
	3819
	3820
	3821
	3822
	3823
	3824
	3825/3826
	3827
	3828
	3829
	3830

	Au (g/t)
	0.35
	1.38
	0.75
	1.02
	1.05
	1.06
	3.35
	2.24
	1.29
	1.12
	2.72
	3.27
	0.16

	Panel (cm)
	200
	200
	200
	60
	200
	200
	200
	200
	200
	200
	300
	200
	200
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