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1.0 SUMMARY

Martin Taylor, P. Geo., was retainedbyanz ani an Royalty Exploration
R o y a lintSgptembeR009 to prepare a technical report to the standards of {1043n the
Lunguyamineral property in the Uted Republic of Tanzania. The author is familiar with gold
exploration in Tanzania, having spent 8 years working there in that regard ¥f20@9%nd

visited theLunguyapropertyon several occasions in 262909

Tanzanian Royalty is a publiclyaded financial gold company whose business strategy is to
acquire royalty interests in gold production from its core assets in the Lake Victoria Goldfields

of Tanzania. As of December 31, 2008, the company had 88,793,958 common shares issued and
outstandingTanzani an Royaltyds head office is in Sc
it trades on the TSX Exchange under the symbol TNX and on the AMEX as TRE. The company
operates in Tanzania through two whediywned, Tanzaniaregistered companie§ ANCAN

Mining Company Ltd. and Tanzam 2000 Ltd.

TheLunguyaProject is at an early exploration stage,aslof October 31, 2008pnsisedof 11
granted Prospecting Licences ptugpproved applications coveriagotal area of approximately
428.0 km2. The poperty is located in the Lake Victoria Goldfields area within one of the
principal Archaean greenstone belts of Tanzania and1%30 km south of Barrick Gold
Corpbs. B u |l y aThehlwhguya Pkbject encludes northwesttrending magnetic
lineamentsand shear sets that are parallel to those hosting Bulyanhulu. Areas of current or
historic artisanal workings contain surface quartz rubble zones, exploited by the artisanal miners.

The LunguyaProject straddles the contact between Lower Nyanzian maltanics to the east

and granitic intrusives to thevest. Its location south of the Bulyanhulu Mirfthe largest
underground gold mine in Tanzanim) the same greenstone belt makes the project area an
attractive target. Several zones of auriferous guagins have been explored within the granites
adjacent to the greenstone contact. The veins at Nyamakwenge Reefs are known over a strike of
at least 450 m and have been tested by an initial diamoltidg program. The results
demonstrated good contityl of the vein but an apparently erratic distribution of gold with
grades from 0.01 g/t to over 40 g/t Au over narrow widths. The smaller Nyikoboko Reefs, 12
km to the south, are in a similar regional environment with grades up to 7 g/t Au.

The Archaeaanzanian Craton and its surrounding Proterozoic mobile belts underlie much of
the Central Plateau of Tanzania. Continentdlyived sediments of Mesoproterozoic and
younger age cover part of the craton, especially in the east. Tertiary volcanicsiotana
intermediate composition, including carbonatites, occur primarily in the Kilimanjaro and Eastern
Rift areas of the north of the country. The producing gold mines and other deposits of the Lake
Victoria Goldfields are hosted within a series of Arehia greenstone belts, similar in age,
lithologies and mineralization to the Abitibi Belt of northern Ontario and Quebec. These east
trending linear greenstone belts are separated by ggmeies terranes Tanzania is thet"
largest gold producein Africa, after South AfricaGhanaand Mali This has been achieved
with the opening offive openpit mines (Golden Pride, GejtdNorth Marg Tulawakaand
Buzwag) and one major underground mine (Bulyanhulu) in recent years.

Report on the Lunguya Mineral Exploration Property of Tanzanian Royalty in Tanzania



Previous worlon the northermost licences (now PLs 5127/2008 and 5277/2@8unguyain
20022006 by Barrick Exploration Africa Ltd. (BEAL) included exploration expenditures of
US$281,431andoption payments to Tanzanian Royadtly US$L00,000 This workincluded:
airborne magneticEM and gravity surveys; geological mapping (1:20,000); geochemical soil
(2,520 samples), soil pH and rock chip sampling; CBI (ctesirock interface) (748 m in 71
holes) and RAB drilling (13,774 m in 260 holes). The results of the RAB drilling in #i®fea
the property returned significant results from several holes including; 7m @ 1.71g/t Au, 6m @
2.23 g/t Au, 3m @ 3.15 g/t Au, 4m @ 1.72 g/t Au and 5m @ 1.89 g/t Au. CBI drilling over
much of the property outlined a northwésinding gold anomaly (um 128 ppb Au).BEAL
concluded that the quartz veins were narrow and discontinugtlslimited potential to host a
multi-million ouncegold deposit. As a result, they returned the property to Tanzam 2000.

In 2000 a regional airborne magnetic and raditio survey was flowron northsouth flight

lines 250 m apaity Geodass of South Africa on behalf of Tan Range (now Tanzanian Royalty).
While appropriate for much of the regional structure and stratigraphy this orientation may have
missed features othe generally norttsouth granite/greenstone contact aghificant 020°
structures parallel to NyamakwengeSubsequently Tanzanian Royalty carried out diamond
exploration based on airborne magnetic anomalies but with no kimberlites being detected. The
principal focus by Tanzanian Royalty, however, was on gold exploration which comprised:
conventional soil and auger sampling; biogeochemical (BGC) sampling; geological mapping and
rock sampling; ground magnetic and IP surveys; and RAB, RC and limited diashnidimd).

Total exploration expenditures in 26@R09 by Tanzanian Royalty were C$1,109,039 with a
further C$1,945,732 spent on property acquisitions.

The current and recent artisanal gold workings exploit narrow quartz veins in the granites in
close poximity to the greenstone contalt.h e s oi | geochemistry al one
mineralization at Nyamakwenge or Shilela, possibly because of transport of the lateritic soils.
Nyikoboko outcrops in lateritic colluvium and had a stronger soidaese at 20 ppb Au. At all

three sites the artisanal workings focussed exploration. The presence of transported overburden
and mbuga clays require careful interpretation of the geochemistry in this environment, as subtle
anomalies may indicate the preserof bedrock mineralization.

The Nyamakwenge and Nyikoboko quartz veins appear to be small shear zones in the granites
with limited potential for economic mineralization. However, their proximity to a regional
granite/greenstone contact-38 km from amajor gold mine (Bulyanhulujuggests thathey

may be indicators of more extensive gold mineralization in the vicinity. The entire contact zone
within the Lunguya property remains the prime area of potential for significant gold
mineralization. The 2008ollow-up soil sampling by Tanzanian Royalty on Q8934
detected gold anomalies over interpreted greenstone to the south of Nyamak®émgrethan

the Nyamakwenge area and the northwest corner of PL 2059/2002, the BGC gold results were
inconclusive inthe contact zone. The conventional soil sampling at 400 m x 200 m to the south
of the PL 2059/2002 BGC anomaly suggests a northwest trend overlying granite bedrock.

Initial preparation of soil samples was done by Tanzanian Royalty at their own fatility
Mwanza. All other preparation and analysis was carried out at internatioeetignized

2
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laboratories with ISO certification. The qualitgntrol programs implemented by Tanzanian
Royalty conform to industry standards and show that the sampling presednd analyses
received were acceptable. The author is of the opinion that the programs were carried out in a
professional manner, to induststandard procedures.

Subj ect to confirmation by Tanzanian Royalty
orientation study should be carried aut eastvest linesover the Nyamakwenge aredf this

test is successful in detecting the contact and 020° structures, the entire contact zone across the
property should be surveyed with ground total field andigradnagnetics Given the general

lack of outcrop and largely inconclusive soil or BGC geochemical results, an orientation MMI
(Mobile Metal lon) soil survey should be carried out on at least two of theveastmagnetic

survey lines, preferably in theydseason If this MMI orientation provides a clearer picture of

the gold anomalies, the entire contact zone should be surveyed on the same lines as the ground
magnetics. Samples should be collected at 25 m intervals with every second sample (ie. at 50
intervals) initially submitted for analysis, for gold and selected elements.

The results of the ground magnetics and MMI should then be integrated with the previous
geochemical, geophysical and drilling datathis compilation shows clear drillingrigets, these
should be tested witlmes of heelto-toe RC drilling. If the initial RC program provides suitable
confirmation of mineralization and significant intersections, the next phase should consist of
additional RC drilling to expand the mineralimm along strike and to deptirhere should also

be a review of the quartz rubble areas in the vicinity of the artisanal mining, especially
Nyamakwenge, to determine if there is a viable target remaining for a potential resource.

Table 14.1. Budget Sumary for Proposed Exploration, Lunguya Project

Phase | Magnetics| MMI Soils | Drilling (m) Cost Assays Support [ Total (US$)
la 4,000 3,000 6,000 10,000 23,000
Ib 25,00(¢ 40,00d 105,00( 20,00d 190,00(
Sub-Total 29,00( 43,00d 111,00( 30,000 213,0@
1] RC 5,00( 300,00(d 45,000 80,00¢ 425,00(
Total 29,000 43,00¢ 300,00(d 156,000 110,000 638,000

The RC drilling program recommended for Phase Il is contingent on suitable results being
obtained from the magnetic and MMI soil surveys in Phasdnlt he aut hor és opi
character of the Lunguya Property and its current stage of exploration are of sufficient merit to
justify the nature and scale of the programs outlined above. The budgets are considered
appropriate by the author.
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2.0 INTRODUCTION and TERMS of REFERENCE

Martin Taylor, P. Geo., was retained bgnzanian Royalty Exploration Corporatibi Tanz ani an
Royal tyo) toprepdraiantechnizad repdrt to the standards of National Instrument 43

101 on theLunguyamineral propest in the United Republic of Tanzania (Tanzania) in which
Tanzanian Royaltioldsinteress of 50-80%. Mr. Taylor visited the propertyn 2003,2005 and

on several occasions in 2008he author is aware th@anzanian Royaltynay use this report in

supportof future fundraising efforts, or as required for other purposes by the TSX Exchange and

the relevant provincial Securities Commissions.

In writing this report the author relied on corporate and extensive property data provided by
Tanzanian Royalty, hisbservations in the field, his knowledge of Tanzania and its geology
obtained fromhis manyvisits, and public information from his own filesmdwebsites of other
companies operating in Tanzania. Government of Tanzania reports and maps, and other relevan
reports, papers and data in the public domain were also examined. All available data on
Tanzani anlLuiyoygmdpdrty Was reviewed in Toronto, including reports on recent
exploration programs.Copies were examined in Toronto of the originalrime documents for

each of the Prospecting Licencesluding those for renewals of existing licences and the new
applications for areas relinquished.

All of the licence documents issued by the Minerals Development Division of Tanzania and
examined by tb author appear to be in order. Although the author is familiar with both the
procedure of acquiring Prospecting Licences in Tanzania and the nature of the relevant
documents pertaining to them, as a Professional Geoscientist he is not qualified téogval a

legal opinion on the validity of the licence or agreement documents and takes no responsibility

for any errors or omissions within said documents that might affecth z a ni a ntitleRbo y a |l t y (
interest in the properties.

Recommendations for a @bed exploration program together with budgets were prepared by Mr.
Taylor, the latter in consultation with the managementarizanian Royalty These programs
reflect the minimum work considered appropriate to advance or evaluate the properties rather
than what is merely required to maintain the properties in good standing.
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3.0 PROPERTY DESCRIPTION AND LOCATION

The Lunguya mineral propest in which Tanzanian Royaltyholds interests of 580% and
described in this repors located within the United Reiblic of Tanzania, in East Africa. The
following section (3.1) provides background information on Tanzania.

3.1  The United Republic of Tanzania

Tanzania covers a total area of 945,087 sq. km between longitudes 2B and latitudes 1°S

- 12°S. lItis bounded on the north by Kenya and Uganda, on the east by the Indian Ocean, on the
south by Mozambique, Malawi and Zambia, and on the west by The Democratic Republic of
Congo, Burundi, and Rwanda (Figure 1). Three of Africa’'s largest, [flkasria in the north,
Tanganyika in the west, and Nyasa in the south, lie within Tanzania. Mount Kilimanjaro
(5,895m) in northern Tanzania is the highest point on the African continent.

The original huntegatherers in Tanzania were absorbed by successive pastorigiiants from

the north and west, especially in thé"Ehd 18' centuries. Coastal Tanzania included important
trading posts as early as 400 BC, and permanent settlements were established in the early
centuries AD by Phoenician and later Arab andsi@ertraders. Intermixing of these traders with

the indigenous Bantu speakers giving rise to the development of the Swabhili language. Islam
was introduced from Arabia and was dominant by th® ddntury. Portuguese explorers
reached the Tanzanian cobgtthe beginning of the Y6century, and controlled trade from 1525

until the early 1700s when local control wasestablished. Omani Arab influence was growing,
however, and soon came to dominate all trade, including that of slaves. European sxplorer
began to penetrate the interior in the @' century, culminating with a British Protectorate

being established over Zanzibar, and most of what is now mainland Tanzania being administered
as German East Africa. After WWI the mainland was administeydgkitain under a League of
Nations mandate and renamed Tanganyika. The country achieved independence on December 9,
1961, and became a republic one year later. Zanzibar achieved independence in December 1963
and the two countries merged on April 2864 to form the United Republic of Tanganyika
(renamed the United Republic of Tanzania in October 1965).

Julius Nyerere became prime minister of Tanganyika on Independence in 1961 and president in
1962 with the adoption of a republican constitution.1977 a new party (CCM) was formed by
merging the dominant parties of the mainland and Zanzibar, ruling-pastestate until 1995

when opposition parties were legalizethkaya Kikwetef the CCM won th€005election and
continues as President in Z00

Tanzania is divided into 27 administrative regions, each headed by a Regional Commissioner
and subdivided into districts administered by a District Commissioner. Tweetyof the

regions cover the mainland, comprising a total of 86 districts. Tarizaniapopul ati on i s
at about 35 million, 95% of Bantu origin. The largest tribal group, the Sukuma, comprises about
13% of thepopulation with the balance made up of about 120 smaller tribal groups.
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The main urban centres are Dar es Salaam, the largest city and port on the Indian Ocean,
commercial capital and seat of government with a population of about 3 million; Dodoma, the
appointed capital, where some government offices are located; Mwamaajor city and the
principal port on the south shore of Lake Victoria; Tanga, an industrial centre and the second
seaport; Mbeya in the southwest and Arusha in the north. Roughly one third of Tanzanians are
Moslem, another third Christian with most tie remainder following traditional beliefs.
Swabhili and English are the official languages, the former being the most important universal
| anguage amongst Tanzani aods et hni c groups,
Tanzani ads | e gah Englighsconemon laws The acwrrency is the Tanzanian
shilling, Tshs 1330=US$1.00in May 2009 Since the liberalization of the financial sector in the
1990s, many private foreign and local banks now operateeircauntry, as well as numerous
Bureaux & Change.

Tanzania is one of the least urbanised countries irSalaran Africa, agriculture providing
some 60% of GDP in 2@G0and employing about 80% of the workforce. Major commercial
crops include coffee, tea, cotton, cashews, sisal and cloves.ismopilays an important role,
especially in the game parks in the north of the country. Industry accounts for 17% of GDP and
is mainly limited to processing agricultural products and light consumer goods. Mining is
becoming increasingly important to thankzanian economy, especially with the opening of the
major Geita (Anglogold/Ashanti)Bulyanhulu (Barrick) gold mines in 2000 and 20@ius

North Mara (Barrick) and Buzwagi (Barrick) in 2005 and 20080ld sales comprised about
86% of the total mineral>@orts of about US#86.5million in 2007, with the balance coming
mainly from diamonds and other precious stones.

The Mineral Resources Department (MRD) is an integral part of the Ministry of Energy and
Minerals and consists of the Mines and Mineralséd@ment Divisions. The MR basedn

Dar es Salaam, with zonal offices in Mwanza, Arusha, Shinyanga, Mpanda, Morogoro, Mbeya,
Mtwara and Singida. The Mines Division is responsible for health and safety standards in mines,
enforcement of environmentatgulations and standards, production statistics and services to
mineral producers, particularly to small scale miners. The Minerals Development Division
issues mineral licences, maintains the mineral rights registry and the mineral occurrence database
and archive, and is responsible for mineral sector promotion and review of minerals policy.

The Tanzania Geological Survey is an executive agency within the Ministry of Energy and
Minerals, and consists of the Regional and Engineering Geology, Economiog@emd
Geophysics, and Laboratory Services and Resea
in Dodoma and it is responsible for: undertaking reconnaissance mineral exploration and basic
regional geological mapping of the country; preparation pulication of geological maps,

reports and drawings; analysis of rocks, soils, water and minerals, and provision of mineral
processing services; maintenance of mineral resources databases; and investigating and assessing
earthquakes, volcanic activitgrdslides etc.

The Government of Tanzania has recognised the importance of the mineral sector in the future
development of the country. The revision of the Mining Act in 1998 and the Mining Regulations
in 1999 were directed at attracting private sectorestment in the exploration, mining

7
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devel opment , mi ner al beneficiation and mar ket

the Mining Act and Mining Regulations are included in Appendix I. The government is also
focussing on regulation and imprawent of the artisanal mining sector, ensuring that revenue
from mining supports sustainable economic and social development, and minimizing the
potential adverse social and environmental impacts of mining development through the use of
best practices andmmunity participation.

Title to minerals in the ground is vested in the United Republic of Tanzania, and no prospecting
or mining operations can be carried out without the appropriate mineral rights licence granted by
the government. Of the various lesebdf licensing available to local companies working in
mineral exploration (which may be wholoywned by a foreign company such &anzanian
Royalty), almost all companies work under a Prospecting Licence in the exploration stage and a
Mining Licence in tle exploitation stage. A Prospecting Licence grants exclusive exploration
rights over an area not exceeding 200 kmz2 for a period of three years, after which the licence may
be renewed for two-8ear periods with a 50% reduction in area for each extenskaguired

work expenditures and land fees per sq. km increase with each rerfawalal work
expenditures are US$300/kmz2 for the initiaye€ar period, increasing to US$1,000/km2 and
US$3,000/km? for each successivggar period. Annual land rents are $28/km?2 for the

initial 3-year period, increasing to US$30/km2 and US$50/km2 for each successae Reriod.

A Mining Licence can be granted for a period not exceeding 10 years, renewable for a period of
up to 10 years, on presentation of a suitabéesifelity study, environmental impact study and
employment plan.

The mining taxation, fiscal and legal framewovkaredesigned to attract investors to the mining
industry through a stable and internationally competitive regime. In the Investment 1889 7f
Tanzania recognises the investor's need to recover exploration and development costs, to achieve
a rate of return commensurate with risk, to repatriate dividends and to meet financial obligations
with creditors and suppliers. The 1998 Mining Act &ehulations are also designed to deter
hoarding of data on new discoveries and speculative freezing of exploration lands. The State
does not participate directly in exploration or mining operations. Royalties payable to the
government are 3% of neackvalue for minerals, and 5% of Reack value for diamonds.

3.2  Description of Lunguya Project

The LunguyaProject originally comprisedsix Prospecting Licences, PL454/96, 639/97,
1307/99, 1308/99, 1320/98nd 1887/2002. In 1999 TANCAN Mining CompanyLtd. (a
Tanzanian subsidiary of Tan Rangeéhich is now Tanzanian Royalty) signed option agreesnent
with the licence holderwhereby ANCAN could acquirés0-70% interess in the propeiies by
making cash payments and exploration expenditures. All reqpagehents and expenditures
have been made and Tanzanian Royalty, through its wbelhed Tanzanian subsidias
TANCAN and Tanzam 20Qhow owns50-70% of the properées Renewals and divisions of
the original licenceshave resulted in the pgext consiging, as of October 31, 2009, oil
Prospecting Licences and 6 application areas covering an area of approximatehka28.7
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Figure 3.2.LunguyaProject Licences and Applications
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Two small Primary Mining Licences (PMLs) exist within what is novplagation area HQ
P18934. Thesare held by Joseph M. Magunila atodal about 1.8 kméand cover part of the
NyamakwengdReefs. A third PML is reported by TanzaniRoyalty to exist in the east of PL
2193/2003. Discussions are under way to obtain wgrkigreements with the owners of the
PMLs.

In December 2001 ANCAN Mining (a subsidiary of Tanzanian Royal@fitered into an option
agreement with Barrick Exploration Africa Ltd (BEAtHat included what was then PL 1308/99
(subsequently PL 2455/2004 aadrrently PLs 5127/2008 and 5277/2008BEAL returned the
licenceto TANCAN Mining in November 206.

All of the 17 sectors of thé.unguyaProjecthave validProspecting_icencesgrantedor, asin the
case of the application aredéise acquisition of agw Prospecting Licence is in progre$3ue to

a serious administrative backlog in the Minerals Development Diviajgpijcations accepted as
far back asNovember 200'have stillnot hadtheir licences grantedior have the letters of offer
(the last stepefore the actual licence grant) been receiv@dpies of the originalocuments for
the elevengranted Prospecting Licences weegified by the author iNovember2009, as were
those for thesix pending applications accepted by the Ministvith the exeption of HQ
P17986 These documents show accepted payment of arlaodlrents for the PLs and
application fees plus the dated stamp of acceptance by the Ministry for the application areas.

None of the exploration licences theLunguyaProjecthave leen legally surveyed. This is not

a requirement of the 1998 Mining Act where Prospecting Licences are issued with a list of the
latitude and longitude coordinates of the corners. Licence holders are, however, required to
mark each corner with a post amdhort ditch pointing to the next post. This will be attended to,
using GPS control, as part of future exploration programs. As far as is known, none of the
Prospecting Licencaa the Lunguyapropertyare subject to any environmental liabilities.

Prospecting Licences, under the 1998 Mining Act, are issued for an initial period of 3 years,
renewable for two ¥ear periods with a reduction in area of 50% in each case. Annual land
rental fees are charged per square kilometre of the licence and minewploration
expenditures are calculated on the same basis. Both land fees and exploration expenditures
increase per sg. km with each renewal of a licefi¢e turraround time for renewals and
applications at the Ministry of Energy and Mineralsusrenty between 6 and 24 monthg:or

both processes a Letter of Offer is first received ftbenMinistry. This letter, or notice of grant,
notifies the applicant that the renewal or licence will be granted providing the applicant confirms
acceptance of theeascription of the property; gives notice within 28 days of willingness to
accept the proposed licence; and pays the required preparatio®®fee the licence fee has
been paid the applicant is effectively guaranteed that the renewal or licence wilrttedgr
Typically at least more three months will lapse before the actual grant of the renewal or new
licence.

In the case of renewal of an existing licence the appliceayt commence work on the ground
once the L#er of Offer has been received. Faw licence applicationdiowever.exploration
can only commence once the new licehas actually been granted.

1C
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Table 31. Coordinate®f LunguyaProjectLicences

PL Area km?| Region | District | Map [Corner|[UTM E[UTM N| Latitude Longitude
2059/2002| 8.53 |Shinyangd Kahama| QDS A 4398319622369 03°506 0 0 320276300 E
46/4 B 442145|962370| 03°506 0 0 320283450 E
C 4421479618686 03°276 0 O 320283450 E
D 4398339618685 03° 26 0 0 320276300 E
2193/2003| 20.18 |Shinyangd Kahama| QDS A 430572 | 9624206| 03° 200 0 O 320226300 E
46/4 B 4352019624208 03° 206 0 O 320256000 E
C 435203 9619849| 03° 06220 S| 32°256000 E
D 4305759619846 03° 56220 S| 320226300 E
2472/2004| 1250 |Shinyangd Kahama| QDS A 4421479618686 03°276 0 O 320283450 E
46/4 B 4444619618687 03°2Z6 0 0 320306000 E
C 4444649613161 03°300 0 O 320306000 E
D 4421479613160 03°300 0 0 320285450 E
3273/2005| 20.50 |Shinyangg Kahama| QDS A 450460|9624554| 03° 28649 S| 32°330614.% H
47/3 B 452435|9624555| 03° 236490 S| 32°34618.% H
C 452434 9626397| 03° 26490 S| 32°34618.% H
D 4564619626399 0 3 U 4® B 32036029 E
E 4564629622377 03U 25{ 320 36
F 4504619622374 03U 25{32U 339
4074/2006| 8.57 |Shinyangd Kahama| QDS A 437516 (96223@| 03 U 25| 32°556150 E
46/4 B 4398319622369 03U 25( 320 27
C 439833|96186859 03U 27 32U 27
D 437518 |961868| 03 U 27 32056150 E
4273/2007| 4057 |[Shinyanggd Kahama| QDS A 4166869624196 03U 24{ 320 15
46/4 B 4259439624202 03U 24{ 320 20
C 4259469619843 03U 26{ 320 20
D 416689961983 03U 26{ 320 15
4594/2007| 1786 |Shinyangd Kahama| QDS A 4398289626207 03226 5 32U 27
46/4 B 44445719626209 03U 22{ 320 30
C 4444599622372 03U 25{ 320 30
D 4398319622369 03U 25( 32U 27
5123/2008| 42.20 |Shinyangg Kahama| QDS A 44445519629402 03U 21{ 320 30
47/3 B 450457|9629409 03U 21{32U 339
C 4504619622374 03U 25{32U 339
D 4444599622371 03U 25{ 320 30
5127/2008| 72.49 |Shinyangg Kahama| QDS A 4166779635249 03U 18{ 320 15
46/4 B 430565|963259] 03U 18( 32U 22
C 430568|9630039 03U 20( 32U 22
D 4166819630029 03U 20{ 320 15
5277/2008| 70.21 |Shinyangg Kahama| QDS A 4305659635259 03U 18 32U 22
46/4 B 4407499635265 03U 18{ 32028 00
C 440750|9634650 03U 18{ 320 28
11
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D 444453(96346520 03U 18( 320 30
E 444455|96300471 03U 20{ 32U 30
F 430568(9630039 03U 20{ 320 22
5289/2008| 25.58 [Shinyangg Kahama| QDS A 435204(96186@| 03U 27( 320 25
46/4 B 439833(9618689 03U 27({ 320 27
C 439836(9613158 03U 30{ 320 27
D 435208|961315¢ 03U 30{ 32U 25
HQ-P17760, 8.56 [Shinyangd Kahama| QDS A 4421459622370 03U 25 32U &
46/4 B 444459|96223721 03U 25{ 32U 30
C 444461|9618687] 03U 27{ 32U 30
D 442147(961868 03U 27( 320 28
HQ-P17986| 2030 |Shinyangg Kahama| QDS A 425943(9624202 03U 24( 320 20
46/4 B 430572(9624206| 03U 244 320 22
C 430575(961984 03U 264{ 320 22
D 425946(9619843 03U 26( 320 20
HQ-P18233] 21.20 [Shinyanggd Kahama| QDS A 450457|9629409 03U 21{32U 339
4713 B 456459(9629408 03U 21 32°3606 2
C 456461|9636399 03U 22| 32U 36
D 45243419626397] 03U 22{32U0 3449
E 452435(96245559 03U 23(32U0 349
F 450460(9624554 03U 23(32U0 339
HQ-P18934 17.77 |Shinyangg Kahama| QDS A 43986 (96300458 03U 20{ 320 27
46/4 B 444455(9630047 03U 20( 320 30
C 444457(19626209 03U 22{ 320 30
D 439828(96262071 03U 22{ 320 27
HQ-P20036| 13.20 [Shinyanggd Kahama| QDS A 439833|96186859 03U 27 32U 27
46/4 B 442147|9618686 03U 27{ 320U 28
C 442150(9613160 03U 30( 320 28
D 439836(9613158 03U 30{ 320 27
HQ-P20718( 8.57 |Shinyangg Kahama| QDS A 435202(9622366 03U 25( 320 25
46/4 B 437516(9622368 03U 25( 320 26
C 437518|9618683 03U 27{ 32U 26
D 435204|96186820 03U 27{ 32U 25
Total 428.79
12
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Table 3.2. Status dfunguyaProject Licences

Report on the Lunguya Mineral Exploration Property of Tanzanian Royalty in Tanzania

PL or Application Name of Date
Current | Previous Holder Applied Grant Ren 1 Ren 2 Expiry
2059/2002 [1320/99 [Zahabu Investment (T) Ltd. 200211-19 [200511-18 [200711-18 [200911-18
2193/2003 [639/97 Tanzam 2000 200303-28 |2006-03-27 |2008-03-27 |2010-03-27
2472/2004 [1307/99 |Fenites Ltd. 2004-03-11 |2007-03-10 |2009-03-10 |2011-03-10
3273/2005 [1887/2002|Tanzam 2000 200504-05 |200804-04 |201004-04 |201204-04
4074/2006 |1320/99 |[Tanzam 2000 2006-08-29 |2009-08-28 |2011-08-28 |2013-08-28
4273/2007 |2193/2003|TANCAN Mining 2007-04-07 |2010-04-06 |2012-04-06 |2014-04-06
4594/2007 |1766/2001|{Lunguya Mining Co. Ltd. 2007-08-07 |2010-08-06 [2012-08-06 |2014-08-06
5123/2008 [1887/2002|Tanzam 2000 200807-21 |2011-07-20 (201307-20 |201507-20
5127/2008 [2455/2004{JSN Ltd. 200807-21 [2011-07-20 [201307-20 [201507-20
5277/2008 [2455/2004 TANCAN Mining 200807-25 [201107-24 [201307-24 [201507-24
5289/2008 [2472/2004|Tanzam 2000 200808-28 |2011-08-27 |201308-27 |201508-27
HQ-P17760 [2059/2002| Tanzam 2000 200711-19
HQ-P17986 [2193/2003 TANCAN Mining 200803-28
HQ-P18233 [3273/2005TANCAN Mining 2008-04-05
HQ-P18934 (1766/2001| Tanzam 2000 200808-15
HQ-P20036 [2472/2004/Tanzam 2000 20090311
HQ-P20718 |4074/2006| TANCAN Mining 20090829
Table 3.3. Ownership @funguyaProject Licenes
PL or Application Licence in the Name o] % held by Date of JV Area
Current | Previous Tanz.Royalty|  Agreement kmz2
2059/2002 | 1320/99 | Zahabu Investment (T) Ltd 70 199906-25 8.53
HQ-P17760 | 2059/2002 Tanzam 2000 70 199906-25 8.56
2193/2003 639/97 Tanzam 2000 65 199901-22 20.18
HQ-P17986 | 2193/2003 TANCAN Mining 65 199901-22 2030
4273/2007 | 2193/2003 TANCAN Mining 65 199901-22 4057
2472/2004 | 1307/99 Fenites Ltd. 70 199906-25 1250
HQ-P20036 | 2472/2004 Tanzam 2000 70 199906-25 13.20
5289/2008 | 2472/2004 Tanzam 2000 70 199906-25 25.58
3273/2005 | 1887/2002 Tanzam 2000 70 199908-13 20.50
HQ-P18233 | 3273/2005 TANCAN Mining 70 199908-13 21.20
4074/2006 | 1320/99 Tanzam 2000 70 199906-25 8.57
HQ-P20718 | 4074/2006 TANCAN Mining 70 199906-25 8.57
4594/2007 | 1766/2001 | Lunguya Mining Co. Ltd. 80 199903-31 17.86
HQ-P18934 | 1766/2001 Tanzam 2000 80 199903-31 17.77
5123/2008 | 1887/2002 Tanzam 2000 70 199908-13 42.20
5127/2008 | 2455/2004 JSN Ltd. 70 72.49
5277/2008 | 2455/2004 TANCAN Mining 70 70.21
Total 428.79
13




3.2.1 PL2059/2002, HQP17760

PL 2059/2002, Shilela North, originally covered an area of approximately 34.28 km?
about 10 km southeast of Lunguya village in Kahama District. PL 2059/2002 was issued
to Zahabu Investments Ltean November 192002 and had been previously issued to
Zahabuin 199 as PL1320/99 The licence was reduced@.14km? on first renewal in
November 200%nd to 8.53 km? on second renewal in November 200 licence is

due to expire in November 2009 and will bemelged for by Tanzanian RoyaltyThe
relinquished arean second renewalf 8.56 km2 wasreapplied for by @&nzam 2000 as
HQ-P1776Q The licence for this application area has yet to be granted.

Tanzam 2000 entered a joint venture wAtthabu Investmentstd. on uine 25, 199%n
the previous P11320/99that remains in force on the current licence and its splits. Under
the terms of the agreement, Tanzam@08s earned a0%interest in the property.

3.2.2 PL4074/2006, HQP20718

PL 4074/2006 was grantdd Tanzam 2000 on August 29, 2006, over the area of 17.14
km?2 relinquished from PL 2059/2002 on first renewal. The licence is located about 7 km
southeast of Lunguya village in Kahama district. On first renewal of PL 4074/2006 in
August 2009, the areaas reduced to 8.57 km? and the relinquished area of 8.57 km? was
reapplied for by TANCAN Mining as H@20718. The application has been accepted by
the Ministry but issuance of the letter of offer and the licence grant remain pending.

Tanzam 2000 enterajoint venture with Zahabu Investments Ltd. on June 25, 1999 on

the previous PL 1320/99 that remains in force on the current licence and its splits. Under
the terms of the agreement, Tanzam 2000 has earned a 70% interest in the property.

:
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Figure 3.3.Outline of PL2059/2002, 4074/2006, HR17760and HQP20718
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3.23 PL2193/2003, HRP17986, PL 4273/2007

PL 2193/2003, Lunguya West, originally covered an area of approximately 80.72 km?
southwest of Lunguyaillage in Kahama District. PL 2193/2003 wasued to Tanzam

2000 on March 28, 2003 and had been previ
Ltd. in 1997 as PL 639/97. The licence was reduced to 40.36 km? on first renewal in
March 2006, with the relinquished area of5#0km? reapplied for byf ANCAN Mining

and granted as PL 4273/2007 on April 7, 2007. The licence was further reduced to 20.18
km2 on second renewal in April 2008, with the relinquished area reapplied for as HQ
P17986. The licence for this application area has yet to be granted.

Tanzan 2000 entered into a joint venture wit
January 22, 1999 on the previous PL 639/97 that remains in force on the current licence

and its splits. Under the terms of the agreement, Tanzathh2@0earned 65% interest

in the property.

E) 30

Pl 4273/2007 : HQ-P17986 . PL2193/2003

Figure 3.4. Outline of PL 2193/2003, PL 4273/2007 andR1Q986
3.24 PL 2472/2004, HP20036, PL 5289/2008

PL 2472/2004, Shilela, originally covered an area of approximately 51.53 km?2 southeast
of Shilela village in Kahama District. LP2472/2004 was issued to Fenites Limited on
March 11, 2004 and had been previously issued to Fenites in 1992 as PL 33/92 and in
1999 as PL 1307/99. The licence was reduced to 25.70 km? on first renewal in March
2007, with the relinquished area of 25.88%kreapplied for by Tanzam 2000 and granted

as PL5289/2008on August 28, 2008 The licence was further reduced1®»50 km2 on
second renewal iMarch 2009 with the relinquished area reapplied byr Tanzam 2000

as HQP20036 The licence for this apgfation area has yet to be granted.

Tanzam 2000 entered into a joint venture with Fenites on June 25, 1999, that remains in

force on PL 2472/2004 and its splits. Under the terms of the agreement Tanzam 2000 has
earned a 70% interest in the property.
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Figure 3.5. Outline of PL 2472/2004, PL 5289/2008 andRP&Q036
3.2.5 PL3273/2005, HgP18233 PL 5123/2008

PL 3273/2005 LunguyaEast originally covered an area of approximatdly.70km?,
about 18 km east dfunguyavillage in Kahama District. The licencewas issued to
Tanzam 2000 owpril 30, 20 andcomprised the east half of the previous licence, PL
1887/2002, issued to Madaba Minerals Lfthe licence was reduced £8.50km?2 on
first renewal inApril 2008, with the relinquished area @f1.20 km? reapplied for by
TANCAN Mining as HQP18233. The licence for this application area has yet to be
granted. The west half of PL 1887/2@0 covering 42.20 km?, was granted to Tanzam
2000 as PL 5123/2008 on July 21, 2008.

Tanzam 2000 entered into a jougnture withMadaba Minerals Ltdon August 13, 1999
on the preursor licence (PL 33/92) to PL 1887/20at remains in force on the current

licences and splits. Under the terms of the agreement, Tanza® 289 earned @0%
interest in the property.
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Figure 36. Outline of PL3273/2005, HEQP18233, PL 5123/2008

3.26 HQ-P18934, PL 4594/2007

PL 4594/2007 Lunguya,coversan area of approximatell7.86km? about 8 km east of
Lunguya villagein Kahama District. PL4594/2007was issued td_.unguya Mhning
Company Limitedon August 7, 2007. The licence comprises the southeast quadrant of
the previous licences, PL 454/96 and then PL 1766/2001 which were issued to Northern
Mining and Consultancy Ltd. On first renewal of PL 1766/2001 in 2004, the wéstérn

was relinquished. On second renewal of PL 1766/2001 in 2006, the relinquished half was
reapplied for and granted as PL 4594/2007. On expiry of PL 1766/2001 in 2008, the
17.77 km2 remnant was applied for bgnzam 200@&s HQP18934. The licence fothis
application area has yet to be granted.

Tanzam 2000 entered into a joint venture viNibrthern Miningon March 31 1999 on
the previous PL454/96 that remains in force on the current licence apglication
Under the terms of the agreement, TanzZ2080 has earned ra80% interest in the

property.
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Figure 37. Outline of PL4594/2007 and H(18934

3.27 PL5127/2008PL 5277/2008

PL 5127/2008 ogi Wes) and PL 5277/2008 (llogi East) cover 72.49 and 7&u2%
respectively centred aboud km north of Lunguya villagéen Kahama District. PL
5127/2008 wasssued taJSN Limitedon July 21, 208 and PL 5277/2008 was issuied
TANCAN Mining on July 25, 2008. The two licences previously comprised the western
and eastern halves of PL 1308/99ats successor PL 2455/2004, both of which were
issued to Tanzam 2000.

Tanzam 2000 entered into a joint venture vBtrrick Exploration Africa Ltd. (BEAL)
on December 14, 2001 and the property was returned by BEAL on November 6, 2006.

The property iurrently subject to a joint venture between Tanzam 200Q&hdLtd,
with Tanzam 2000 holding 20%interest in the property.
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4.0 ACCESSIBILITY, CLIMATE, LOCAL RESOURCES, INFRASTRUCTURE
AND PHYSIOGRAPHY

41 Introduction

Most of mainland Tanzania consists of a central plateau frorl 80® metres above sea level
(averaging about 1,200 m), rising gently from a fertile coastal belt that is ab@5t i wide.

The western arm of the GreRift Valley runs down the west side of the plateau and contains
Lakes Tanganyika and Nyasa, while the eastern arm cuts through the central part of the plateau.
The Lake Victoria basin lies in the northwest of the country between the arms of the njft valle
The principal mountain ranges are the Eastern Arc, in the northeast of the country, the Southern
Highlands in the southwest, and the volcanic mountains in the north (Mt. Kilimanjaro, 5,896m,
Mt. Meru, 4,566 m, and the Crater Highlands including Ngooom@nd Oldoinyo Lengai). The
interior plateau is covered by dry thorn scrub, savannah grasslands and a variety of deciduous
woodlands and forests. About 30% of the country, mainly in the south and west, is covered by
miombo woodland. The largest rivisrthe Rufiji, draining from the Southern Highlands to the
Indian Ocean and including much of southern Tanzania in its catchment.

The Zanzibar archipelago, including the principal coral island of Unguja (1,650 sqg. km) lies
about 40 km from the mainland?emba, about 984 sq. km, lies 50 km east of the mainland and
50 km northeast of Unguja.

Tanzaniabds climate varies markedly with its
hot, humid coastal plain with average temperatures ¢¢2C and maxnums of 2934°C; the

hot, semiarid central plateau where maximum daytime temperatures aver&y®Q@om June
through August and 292°C from December to March; the highoist lake regions; and the
temperate highland areas. Throughout the country @reréwo rainy seasons, the long rains
from mid-March through May, and the short rains which fall primarily in November and
December. Much of central Tanzania is samd with less than 500 mm of rain per year,
though the western part of the plateauaseayally moister.In the Lake Victoria basin, especially
west of the lake, annual rainfall usually exceeds 800 frtme. mountains in the northeast and
southwest may receive over 2,000 mm annually, while rainfall on the coast ranges between 1,000
and 1,90amm.

Tanzania has an extensive network of over 88,000 km of classified roads, most of which are
unpaved away from the main routes from Dar es Salaam to Arusha, Tanga, Mbeya and Dodoma.
A paved road that has particular importance for access to the atbavest of Lake Victoria
runssouth from Mwanza through Shinyanga and Kahama andtwéisé Burundiborder. The
Government is working to upgrade and maintain roads, especially to improve access for major
agricultural, tourism and mining areas. TanzdR@lways Corporation (TRC) runs passenger

and cargo services on a 1.067 m gauge line from Dar es Salaam to Mwanza on Lake Victoria,
Kigoma on Lake Tanganyika, and from Tanga to Moshi and Arusha. The TaZzaniaa
Railway Authority (TAZARA) operates aatdard gauge line between Dar es Salaam and Kapiri
Mposhi in Zambia via Mbeya.
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Tanzania has three major ports on the Indian Ocean, Dar es Salaam, Tanga and Mtwara. An
alternative route for large freight shipments to the Lake Yimtarea is through & port of
Mombasa in Kenya and then along good roads to Mwanza. The principal ports on Lake Victoria
are Mwanza and Bukoba, while Kigoma handles most of the trade on Lake Tanganyika. Major
airports at Dar es Salaam (DIA), Kilimanjaro (KIA), and ZanziBAA] are served by many
international airlines. Domestic scheduled and charter flights connect the major ,centres
especially Mwanza which can handle jet aircrafig utilize over 50 local airports and airstrips.

Domestic and international telephone afadsimile services are provided by the Tanzania
Telecommunications Company Limited (TTCL). The system is fair, operating below capacity
and being modernized for better service. Five private companies pgmodeellular service in

the main populatiortentres and along major roadsgith adequate reception over much of the
area around Lake Victoridnternet cafés are now available in the cities and most towns.

4.2  Lunguya Project

The LunguyaProjectconsists okleven Prospecting Licences asid apgdication areas covering

a contiguous area @f28.71kmz2 within western Tanzania. The area typically has two rainy
seasons, the fshNaJvdmbeari ntstor dugpm D addembe+ and
March into May, though significant rain often falh January and February. The months of June
through October are usually dry, with occasional thunderstorms. Annual rainfall avéd@ges

1000 mm. Access along the dirt tracks to and within the PLs is frequently impaired directly after
heavy rainfall,though exploration activities should not be seriously affected during a normal
rainy seasomnless access is required onto or across areas of mbuga soils

The property is approximatel00 km southwest of Mwanza on Lake Victoria &@dkm north
northwestof Kahama Principal access is from the main tarred road from Mwanza to Burundi
via Shinyanga and Kahan@nd thence via the graded gravel road that runs north through the
property and on to the Bulyanhulu Mine and Gel&rious dirt tracks provide acseacross the
property. Thelarge villages of Lunguya and Shilela ardocated on theBulyanhulu road
immediately north and south of PL 2193/2003. The town of Katsenaes as the headquarters
for the Kahama District with the offices of the District Comnsi®ner and the District
Courthouse.

The project area isostly gentlyrolling hills, with the intervenindow-lying areas covered with
mbuga soils. These lslteach a height of 75 m asl within PL 293/2003in thewest centref

the property. Scatterd farms and a few small hamlets occur across the gentler slopes and the
low-lying areas.Within the project area there is no major infrastructure but the proximity of the
Bulyanhulu Mine (20 km north of Lunguya village) has greatly improved the road ikstwo
health clinics, schools, electricity and air transport in the area.

4.2.1 PL 2059/2002, H@P17760

The Shilela North property is centrebout 10 km southeast of Lunguya village in
Kahama Districeind 7 kmeast of the BulyanhuluKahama roadThe area idlat, with a
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northeasdraining mbugamaking up 46% of the surface area. Access to the licende
application areas good with numerous tracks transecting the atb@ugh it can be a
problem forheavy trucks in the raynseasos.

4.2.2 PL4074/2006HQ-P20718

PL 4074/2006the western part of the original Shilela North property, is centred &bout
km southeast of Lunguya villageith the western boundary only a few hundred metres
east of the Bulyanhulahama road. The area is essentially flat wittarge northeast
draining mbugautting across the area.

4.2.3 PL 2193/2003, HGP17986, PL 4273/2007

The Lunguya Westpropertylies southwest of Lunguya village, with the Bulyanhulu
Kahama road cutting across the eastern eddpee area is undulatingith severalminor
drainages and mbuga areas trending southeast across the property. The highest point is
about 1275 m asl in the north of PL 2193/2003 and the low about 1205 m in the
southwest corner of PL 4273/2007.

4.2.4 PL 2472/2004, HEP20036, P15289/2008

The Shilela property forms the southern part of the overall Lunguya project and lies
immediately southeast of the village of Shilela on the BulyanKalbama road. The

area is flat and is drained to the east by a large mbuga making up 32&wafface area.
Access to the licence is good with numerdnagks transecting the entire area, though
accesdor heavy truckgan be difficult in the rainy seasons.

4.2.5 PL 3273/2005, HEP18233, PL 5123/2008

The Lunguya East property comprises theeraspart of the Lunguya Project, in QDS
sheet 47/3 Bukwimba. The property is centred about 18 km due east of Lunguya village
and 10 km south of Bukwimbawith the principal accessom the BukwimbaKahama

dirt road which passexcross the eastern edgfehe property The property is essentially

flat with a few low rolling hills. The available copy of QDS sheet 47/3 is poor quality
and it is difficult to determine the topography and drainage.

4.2.6 HQ-P18934, PL 4594/2007
The Lunguya property, comging the remnants of PL 1766/2001, is centred 9 km east of
Lunguya village and about 16 km south of the Bulyanhulu Mine. The area is flat and

drained to the northeast by two shallow, mbiiied valleys. Elevations range from
1190 m asl to 1222 m aslihe southern part of HR18934.
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4.2.7 PL5127/2008, PL 5277/2008

PL 5127/2008 ljogi Wesh) and PL 5277/2008 (llogi East@re transected by the
BulyanhuluKahama road abo& km north of Lunguya villageThe licences straddle the

valley of the Kabharal Riverwhich flows to the east and eventually drains into Lake
Victoria. Much of PL 5127/2008 is low rolling hills up to 1330 m asl, while PL
5277/2008 to the east is mostly flat and covered by mbuga with a low of 1190 m asl. The
two principal settlemds in PL 5277/2008 are the small villages of llogi and Buyange on

the BulyanhuleKahama road.
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Figure 4.1. Licence and Application outlines on 1:50,000 topography
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5.0 HISTORY and WORK BY OTHER PARTIES

In 1978 the central and west parts of the Ly@gBroject area were mapped by the Geological
survey of Tanzania. The map of QDS 46 (Bukoli) was prepared by Nanyaro et al (1978). In
197980 Geosurvey International Gmbearried outcountrywide airbornegeophysics.In 1989

the Government of Tanzaniagthe BGR of Germany mapped the geology of the Lake Victoria
Goldfields, the map and accompanying report beutiged by Barth (1990)Reunion Diamonds
explored the area for kimberlites in 1996.

There are three areas of recent artisanal gold mining lmn ltunguya Project area.
Nyamakwenge is in the north of HBL8934 and is currently active on a small scalgikoboko
lies in the north of PL 2472/2004 and Shilela lies in the soutle#aBt 2193/2003. Gld-
bearing quartz veins have been worked inlehapits at each site

5.1 Exploration by Barrick Exploration Africa Limited .

On December 14, 2001, Barrick Exploration Africa Limited (BEAL) entered into an option
agreement with Tanzam 2000 for the exploratiothethen PL 1308/99, later PL 2455/2band
currently PLs 5127/2008 and 5277/2008. After spending US$ 381,430.53 on exploration, BEAL
returned the property to Tanzam 2000Nmvember 62006.

The property was selected BBEAL because of its proximity to the Bulyanhulu gold mine and
the presece of northwestrending structuressubparallel to tlose hosting Bulyanhulu
Exploration work completedn the propertyby BEAL included arborne magneticEM and
gravity surveys geological mapping (1:20,000)geochemical sojl soil pH and rock chip
sampling CBI (coverbedrock interfaceand RAB drilling. Initial RAB drilling in the east of the
propertyreturnedsignificant results fronseveralholesincluding 7m @ 171g/t Au, 6m @ 2.23
g/t Au, 3m @3.15¢g/t Au, 4m @ 1.72 g/t Aland 5m @ 1.8 g/t Au. CBI drilling over much of
the property outlined a northwetsendinggold anomaly (up tal28 ppb Au). Afinal phase of
RAB drilling in 2005 testedhe CBlanomalyand previous RAB intersectiong.our holes out of
fifty -threedrilled returned anomalougsultsincluding: 3m @ 0.91g/Au (BBSRAB0807) 3m
@ 0.67g/tAu (BBSRABO777) 3m @ 0.79g/tAu (BBSRAB0786)and 3m @ 0.61g/Au
(BBSRABO797). All other holesreturned values below 1@pb Au

Table 5.1: Summary of BEAL Exploration Activities on PL 245%/20

Saoll Rock Auder Soils CBI Drilling RAB Dirilling
Samples Samples 9 m/holes/samples m / holes/samples
783 21 1,737 74871/160 13,774/260/6,360

The descriptions below of the work carried out by BEAL are edited extensively by the author
from a comprehemg report provided to Tanzanian Royalty by BEAloyember2006).

The initial ground eploration work by BEAL was carried out in three phases. Phesesisted
of systematic soil sampling at 800 m x 200 m spacing, followed by infill sampling at 400 m
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100 m together with grab sampling from the limited outcrops. Soil anomalies4i ppb Au

were detected in the eastern part of the licence with a discrete maximum of 137 ppb Au. Rock
chip results were generally low, with one sample returning 1184w/ In Phase Il BEAL used

hand augers to sample at 500 m x 50 m over a small portion of the eastern part of the licence,
followed by infill at 200 m x 50 m over anomalous zones. Pits were dug to examine the regolith
profile. In Phase Il RAB drillingivas carried out to test the strongest galdoil anomalies
outlined by Phases | and ISubsequently covdyedrock interface drilling (CBNvas carried out

at 800 m x 200 m spacing. The arsenic and copper plots highlighted the Kalole North target that
was the focus of a second RAB drilling program in 2005.

BEAL concluded that the quartz veins sampled in artisanal pits and intersected in RAB drilling
were narrow and discontinuous. Despite the grades of up to 40.3 g/t Au in grab samples BEAL
consideredhere was a lack of continuity that limited the potential to host a significant gold
deposit. As a result, they returned the property to Tanzam 2000.

5.1.1 Airborne Surveys

The airborne magnetic data acquired by BEAL shows the 4sorth contact in the
eastern end of the licence between the granites that underlie most of the property and the
greenstones to the east. A northwteshding, Bulyanhultparallel, structure is clearly
evident in the greenstones and appears to be associated with the knalvn gol

mineralization. Other northwest to wesirthwest structures appear in the granites in the
centre and west of the property.

Figure5.1.PL 24552004 RTPi 1VD Magnetic Image

Similar northsouth and northwedtending features are evident on the gsadlata.
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