Sheba Exploration (UK) plc – Final Results

(Period Ending 28 February 2005)

Date: 29 July 2005

Chairman’s Statement

Following the company's incorporation on the 14th July 2004 and the acquisition of the entire share capital of Sheba Exploration Limited on the 6th August 2004, the company shares were admitted to London's Ofex market on the 29th September 2004. This was made possible by a three-way agreement between the company, Gateway Securities and a committed investor, Starvest plc, which subscribed to 20 million shares and 20 million share warrants at the issue price of 0.75p. An additional 4.31 million shares were taken up by other investors which added to the existing 40 million shares held by founding shareholders gave a market capitalisation of just over 0.48 million pounds at the issue price. 

The gross proceeds of the IPO were just over 182,000 pounds. After subtraction of IPO costs and repayment of long-term debt, this left a working capital of almost 127,000 pounds. The directors believe that the Ofex flotation has enhanced the potential value of the company by far more than the actual cost incurred (44,200 pounds), while the net money raised has been sufficient for a company already used to operating on a very low budget. 

In October the company was able to begin more detailed work on its licence areas in northern Ethiopia, through its subsidiary company, Sheba Exploration Limited.

Review of Operations

During the first quarter of the year, to end May 2004, the subsidiary company completed initial trenching and mapping at its Amora Hill gold discovery in the Mereto Concession area, which indicated the presence of primary gold up to 10 g/t over one metre in trench MK1. In April an independent geologist visited the prospect and verified the presence of sulphide-quartz-gold mineralisation associated with shear structures at Amora Hill and at other localities in the Mereto Concession. Gold mineralisation was confirmed in the independent assays of soil and rock and a positive report was submitted as part of the prospectus. 

During the period November to February 2005 a detailed trenching programme was initiated at Amora Hill and at the time of writing 668 channel samples had been taken. This has led to the discovery of  bedrock sources for the soil anomaly which covers the hill and its flanks. Trenches were dug to a maximum depth of three metres and revealed a quartz vein system with gold-sulphide mineralisation in silicified alteration zones associated with some of the veins. The mineralisation occurs in dilation structures along the sheared contact between granite and felsic metavolcanic rocks. Trench MK6 returned a very encouraging grade of 25 g/t over 3.26 metres. Approximately 50 other gold intersections have been discovered within the vein system over an area of approximately 3.2 hectares, and 16 of these fall within the range 1 – 10 g/t. A very significant development was the discovery of ancient gold workings along the flanks of quartz veins and following mineralised shears. The compact nature and thickness of the soil overburden proves an early date for gold mining at Amora Hill. In many instances, trenching was unable to sample the mineralised vein systems due to them having been stoped out from this early mining activity.

The large (98 square kilometre) Bhiza prospecting licence area was also explored in February 2005. Most of the area has not been explored before and a programme of sediment sampling in the streams and rivers which dissect the property continued until May. The main attraction is (a) the presence of gold panners who work the streams which rise within the licence area and (b) the close proximity of the concession area to infrastructure. Initial results from some of the sediment samples indicate gold is present in strongly anomalous amounts in some of the streams. 

Outlook

The directors envisage the company's development in three concurrent stages:-

(i) Continued detailed exploration in areas of demonstrated gold mineralisation

(ii) Regional (grassroots) exploration

(iii) New licence acquisitions.

At the detail level we aim to drill several percussion drill holes at Amora Hill or a neighbouring prospect, Ndaba Schekena, to test the depth extent of gold mineralisation. The results will indicate whether these targets have potential for a sufficiently large gold resource to interest existing mining companies or whether they are going to constitute small mining targets. 

At the grassroots level we anticipate following up one or more of the gold anomalies discovered in the Bhiza Concession. Either this area, or a neighbouring area already identified as being gold bearing, is likely to be converted into an exploration licence with a focus on gold and possibly base metals zinc and copper.

We are presently considering new licence acquisitions in Ethiopia and in several other African countries. During the forthcoming year we envisage the acquisition of at least one additional project to diversify the company's assets.

To finance a possible drilling programme the company is likely to issue more shares during the forthcoming year. In addition, efforts will be made to interest larger mining companies in our exploration activities. Given the expected sustained demand for metals over the coming several years the company believes it is fulfilling a viable commercial role in the global mining industry, and that its share value will grow as it continues to invest in its exploration projects.

Financial statements

The following abbreviated consolidated financial statements have been audited without qualification and are considered to be a true and fair view of the company’s and the group’s financial position as at 28th February, 2005. The group comprised the holding company Sheba Exploration (UK) Plc and its wholly owned subsidiary, Sheba Exploration Limited. Abbreviated financial statements of the subsidiary have been appended in order to provide comparative figures for the previous year. Owing to the nature of the company’s business the directors do not recommend the payment of a dividend.

______________

Henry Atkinson

Chairman

SHEBA EXPLORATION (UK) PLC

CONSOLIDATED PROFIT AND LOSS ACCOUNT

FOR THE PERIOD TO 28TH FEBRUARY 2005




Notes


Period ended







28.02.05







£

TURNOVER 
1



-

Cost of Sales 



-







______

TRADING LOSS 



-

Operating Costs

(12749)

Administrative Expenses

(77675)




______

OPERATING LOSS 
2

(90424)

LOSS ON ORDINARY ACTIVITIES

BEFORE TAXATION 


(90424)

Taxation

3

-





______

LOSS ON ORDINARY ACTIVITIES 

AFTER TAXATION 


(90424)





______

RETAINED LOSS FOR THE PERIOD 


(90424)




_______

(LOSS) PER .75p ORDINARY SHARE (BASIC)
4                                               0.160p
          

   

The company made no recognised gains or losses other than those shown above.  All results relate to continuing operations.

 SHEBA EXPLORATION (UK) PLC

CONSOLIDATED BALANCE SHEET

AS AT 28TH FEBRUARY 2005



Notes
               Group 

Company

FIXED ASSETS

Tangible Assets
5
373

-

Goodwill

6
323164

-

Investments
7
-

300000




______

______




323537

300000




______

______

CURRENT ASSETS

Cash at Bank

93148

-

Debtors

8
-

127369




______

______




93148

127369




______

______

CREDITORS: - Amounts Falling 

Due within One Year
9
(24784)

(22719)




______

______

NET CURRENT ASSETS

68364

104650




______

______

NET ASSETS

391901

404650




______

______

CAPITAL AND RESERVES

Called Up Share Capital 
10
482325

482325

Profit and Loss Account 
11
(90424)

(77675)




______

______

SHAREHOLDERS’ FUNDS 
12
391901

404650




______

______

These financial statements have been prepared in accordance with certain of the special provisions of Part VII of the Companies Act 1985 relating to small companies and were approved by the Board on 29th July 2005.

………………………………

H. Atkinson, Director

SHEBA EXPLORATION (UK) PLC

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE PERIOD ENDED 28TH FEBRUARY 2005

1. PRINCIPAL ACCOUNTING POLICIES

Basis of Accounting


The financial statements are prepared in accordance with the applicable Accounting Standards under the historical cost convention.

Basis of Consolidation

The Consolidated accounts include the accounts of the Company and its subsidiary undertaking, the results of which are included in the consolidated profit and loss account from the date of acquisition.

Purchased Goodwill

Goodwill representing the excess of the purchase price compared with the fair value of net assets acquired is capitalised and written off, once income streams have commenced, over 20 years as in the opinion of the Directors this represents the life over which the goodwill is effective.  Provision is made for any impairment.

Foreign Currency

Monetary assets and liabilities denominated in foreign currencies are translated into Sterling at the rates of exchange ruling at the Balance Sheet Date.  Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction.  All differences are taken to the Profit and Loss Account.

Turnover

The company neither invoiced nor received any income during the period.

Tangible Fixed Assets

Tangible fixed assets are stated at cost, net of depreciation and any provision for impairments.

Depreciation

Depreciation of tangible fixed assets is provided at rates estimated to write off the cost less residual estimated values of assets over their estimated useful lives, at the following annual rates using the straight line basis:-


Plant and Machinery – between 10% and 25%

Deferred Taxation

Deferred taxation is provided at appropriate rates on all timing differences using the liability method only to the extent that, in the opinion of the directors, these is a reasonable probability that a liability or asset will crystallise in the foreseeable future.

SHEBA EXPLORATION (UK) PLC

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE PERIOD ENDED 28TH FEBRUARY 2005

 (CONTINUED)

2. OPERATING LOSS















Period to 





28.02.05







£

    
This is stated after charging 


Directors’ Remuneration 

18191


Auditors Remuneration - Audit fees
 
 1000



                              - Non-Audit fees
500

3. TAXATION

No charge to UK Corporation Tax arises on the results for the period.

4. LOSS PER SHARE

The calculation of loss per ordinary share is based on the following losses and numbers of shares.




Period to 




28.02.05 




£

Loss for the period 
90424

Weighted Average 

number of shares 
      in issue.
56.21 million





5. TANGIBLE FIXED ASSETS - GROUP

 



Plant and 







Machinery






Total
      Cost


  
   £
   

B/Forward


-

Additions


432





_____







432








_____



Depreciation




Charge for year


59





_____







59





_____



Net Book Value

At 28.02.05


373





_____



SHEBA EXPLORATION (UK) PLC

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE PERIOD ENDED 28TH FEBRUARY 2005

 (CONTINUED)

6. GOODWILL - GROUP

This represents the Goodwill arising on consolidation of the subsidiary company reflecting the excess consideration paid for the historic cost assets acquired.

7. INVESTMENT 

This represents the cost of the Investment in the wholly-owned subsidiary, Sheba Exploration Limited.



8. DEBTORS


Group

Company



£

      £

      Inter-Company Loan Account
-
                 
127369 




______

     ______


9. CREDITORS: Amounts Falling Due Within One Year



        
     Group

Company




£


£

Accruals
2105


  1500

Other Creditors 
22679


21219




______


_____




24784


22719



______

       _____


10. CALLED UP SHARE CAPITAL








Ordinary 





Shares





£

            Authorised 200,000,000 Ordinary 
Shares of 0.75p each

1500000





_______


  Allotted, Called Up Ordinary 

           Shares of 0.75p

482325





_______

During the period 40,000,000 ordinary shares were allotted on a share exchange basis to acquire the capital base of Sheba Exploration Limited.

During the period 24,310,000 ordinary shares were allotted and fully paid for cash to provide additional working capital.

SHEBA EXPLORATION (UK) PLC

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE PERIOD ENDED 28TH FEBRUARY 2005

 (CONTINUED)

Warrants

Mr Bruce Rowan held 20m warrants.  The warrants are to subscribe for new ordinary shares at par for cash and will lapse if not exercised on the fifth anniversary of the company’s admittance to OFEX.

11. RESERVES



Group


Company


Profit and


Profit and 



Loss Account        Loss Account




£


£

  At beginning of period

-

-


     Loss for period
    (90424)

              (77675)




    ______

              ______


     At end of period

(90424)

             (77675)




     _____

              ______

12. SHAREHOLDERS’ FUNDS





Group


          Company



           £


£

Loss for the financial period 

(90424)
                      (77675)

Net Proceeds from share issue 

482325
                       482325





_______
                       ______






391901                       404650





_______                        ______

Opening shareholders’ funds

-
                                -





_______
                        ______

Closing shareholders’ funds

391901                        404650





_______                        ______

13. CAPITAL COMMITMENTS & CONTINGENT LIABILITIES

At 28th February 2005 there were no material commitments for capital expenditure nor any material contingent liabilities not provided for in the Accounts. 

SHEBA EXPLORATION (UK) PLC

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE PERIOD ENDED 28TH FEBRUARY 2005

 (CONTINUED)

14. SUBSIDIARY UNDERTAKINGS

The Group is comprised of the holding company Sheba Exploration (UK) PLC and it’s     wholly owned subsidiary Sheba Exploration Limited (incorporated in England)
SHEBA EXPLORATION LIMITED 

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 28TH FEBRUARY 2005



     
2005
2004




£
£


TURNOVER

-
-

Cost of Sales

(11181)
(8205)





______
______

GROSS LOSS

(11181)
(8205)

Administrative Expenses

(11408)
(8410)





______
______

OPERATING LOSS
 
(22589)
(16615)





______
______

LOSS ON ORDINARY ACTIVITIES 

BEFORE TAXATION

(22589)
(16615)


Taxation


-
-






______
______

LOSS FOR THE FINANCIAL YEAR


AFTER TAXATION

(22589)
(16615)



RETAINED LOSS BROUGHT FORWARD
(105772)
(89157)






______
______

RETAINED LOSS FOR THE FINANCIAL YEAR
(128361)
(105772)




______
______

SHEBA EXPLORATION LIMITED

BALANCE SHEET

 AS AT 28TH FEBRUARY 2005



     

2005

2004





£

£

FIXED ASSETS
 

373

395




CURRENT ASSETS

Cash at Bank & In Hand

93148

285







______

______




93148

285




CREDITORS: amounts falling due 

                         within one year
 
(129434)

(14004)






______

______
NET CURRENT LIABILITIES


(36286)

(13719)







______

______

NET LIABILITIES


(35913)

(13324)






______

______

CAPITAL AND RESERVES

Called Up Share Capital
 

4000

4000



Share Premium Account


88448

88448



Profit and Loss Account


(128361)

(105772)







______

______

SHAREHOLDERS' FUNDS 


(35913)

(13324)



(equity interests)


______

______

The directors of the Company accept responsibility for this announcement.

