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Alba Mineral Resources plc is a committed,

technically driven explorer with a commodity focus on

uranium, nickel and gold. Alba currently has interests in a

number of well-researched properties owned in its own

right or in conjunction with other parties, primarily in

Scotland, Mauritania and Sweden.The Company also has

gold and base metal interests in Scotland and Ireland.
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MINERAL RESOURCES

Chairman’s Statement

The results for Alba Mineral Resources plc (the “Company”, and
collectively with its Subsidiary Companies the “Group”) cover the year
ended 30 November 2006. They incorporate the results of its subsidiary
companies Aurum Mineral Resources Limited (“Aurum’), Mauritania
Ventures Limited (“MVL") and Alba Mineral Resources Sweden AB (“Alba
Sweden") (collectively the “Subsidiary Companies”).

Introduction

Aurum holds, or has applied for, exclusive rights to explore a portfolio of
mineral exploration properties. These are primarily nickel and gold
exploration projects in Scotland and Ireland, which are at different stages
of development, from conceptual exploration targets to more advanced
drill-ready projects.

The Company has acquired nine exploration licences in Sweden, which
form part of a collaboration Agreement with Altius Minerals Corporation
(Altius) of Canada whereby Altius subscribed for 1,250,000 shares in the
Company at 8p per share raising a total of £100,000.

The Company also co-formed MVL to acquire exploration permits in
Mauritania and prospect for uranium and Iron Oxide-Copper-Gold
(I0CG). Three permits have been granted and ten are pending. Ground-
based exploration commenced after the year end on the three permits
currently held.

The Company was admitted to the AIM market of the London Stock
Exchange on 4 April 2005 after successfully raising £1,050,000 (before
expenses) and subsequently raised a further £504,600 (before expenses)
by the placing of 6,307,500 ordinary shares at 8p per share on
22 August 2006.

Review of Activities

The Company announced on 27 April 2007 that it was continuing to seek
additional sources of funds to enable it to pursue its exploration
programmes. The “Review of Activities” set out below assumes that such
funds are made available to the Company.

The Company has, where possible, been actively exploring and enhancing
its understanding of the Group’s nickel-copper-platinum group minerals
(PGM) and gold licences that it holds in Scotland and Ireland. The Group's
activities have principally focused on its nickel-copper-PGM prospect at
Arthrath, near Aberdeen in Scotland where orientation geochemical and
geophysical sampling programmes have been undertaken. The verification
programme drilling results from this project have been encouraging and
demonstrate the size of the mineralizing system and highlight the potential
for higher grades within the large, poorly explored area over which the
Group has an interest.

In addition, a detailed electromagnetic survey indicates the presence of a
number of moderate and weak electromagnetic conductors, which confirm
the Company's interest in the area as a significant regional target. The
Board believes that this project has now sufficiently progressed to enable
it to examine and evaluate the various options available to it to pursue
further detailed exploration.

Four gold and silver licences have been awarded to the Company by the
Crown Mineral Agent at Aberfeldy and the Ochil Hills (both Perthshire),
Kimelford (Argyllshire) and over the Arthrath project area in
Aberdeenshire. Initial research on gold mineralization in the first three
areas is promising and field work will commence during 2007. Field work
over the Arthrath area will be conducted together with our other ongoing

exploration activities.

The Group has also undertaken exploration at the Bohaun (Co. Galway),
Lough Gowna (Cos. Longford and Leitrim) and North Limerick properties
in lreland. Positive initial exploration results from a rock sampling
programme confirmed Bohaun as a prospective gold target with high-grade
potential. The Group intends to conduct detailed infill-sampling, mapping,
soil sampling and prospecting to further assess this exciting project and the
results will be published in due course. Initial planning, permitting and
environmental investigations will run in parallel as the prospects develop
during 2007. The work programmes at Lough Gowna and North Limerick

are ongoing.

In Sweden technical research identified a number of nickel sulphide
exploration targets, which show significant merit. As a result of these
investigations applications for nine new exploration licences, primarily for
nickel-copper-PGM, were made with the Company successfully being
awarded eight in late 2006 and one after the year end. These licence areas
offer the Company a significant opportunity to expand operations in a new
geographical area. Field-based exploration will take place over the next
year and we look forward to reporting on progress.

Our activities in Mauritania represent Alba’'s most significant development
over the last year where, following the establishment of a jointly owned
company, we have to date acquired three uranium exploration permits
totaling approximately 4,500 km?” of prospective ground. Target generation
and ground acquisition was conducted based on known mineral
occurrences and favourable geology. An additional three uranium permits
are pending in adjacent areas, together with five permits in the south of the
country for iron oxide-copper-gold style mineralization and a further two
in the north of the country, which cover the same ground as two of the

outstanding uranium permits.
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Outlook

The Group is now a committed junior explorer and developer with a
diversified exploration portfolio focused on the margins of the Atlantic
Ocean. The Group's overall corporate and exploration strategy is to
develop a series of well-researched and promising exploration properties
which will be developed either in the Group's own right or in conjunction

with other parties.

The Company, although now focused as a uranium and nickel junior
explorer, will continue to evaluate additional cost-effective projects and
proposals that the Board believes have the potential to add value to the
Company.

As part of this new focus the Board believes in developing not only a
strong portfolio of primary projects, but also a series of supplementary
exploration projects. The rationale behind this approach is to limit the
Company's risk on a particular commodity, or the political or climatic

restrictions associated with a geographical area.

On 3 January 2007 the Company announced that the exploration efforts
on its existing project portfolio would be within the constraints of the
financial resources available and that the Company would be seeking to
raise additional funds to actively pursue and explore these existing projects.

On 27 April 2007 the Company announced that it is continuing to seek
additional funding to pursue these objectives and until this funding is in
place the Company will, in the short term, downgrade active field work
exploration on the existing licences and permits, whilst maintaining the
portfolio of assets. Alba will continue the programme of desktop research,

analysis and studies using its existing in-house team.

Michael Nott
Chairman
[4 May 2007
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Exploration Properties Review

Introduction
The Company's principal activities during the year were:

@®  Arthrath nickel-copper-platinum group minerals project in Scotland.

® “Unconformity-type” uranium mineralization in Mauritania via a 50%
owned subsidiary company, Mauritania Ventures Limited.

@® Magmatic nickel sulphide in Sweden, as part of a collaborative
exploration effort part funded by Altius Minerals Corporation (TSX-
V: ALS) of Canada (Altius).

Precious metal exploration in Scotland and precious and base metal
exploration in lreland continued during the year and will, resources

allowing, in 2007, be carried forward on a timely, cost-effective basis.

Scotland

Arthrath Nickel-Copper-PGM Project

The Arthrath nickel-copper-PGM property near Aberdeen in Scotland is
centred on a |0 kilometre long, east-west trending mafic intrusion that
contains zones with significant nickel and copper sulphides. The Group has
acquired access rights and mineral rights lease options with landowners
over 24 square kilometres, encompassing the majority of the known

mineralization.

The mineralization at Arthrath is considered to have some important
genetic affinities with the Voisey's Bay Ni-Cu-Co deposit near Nain in
Labrador, Canada, and the Group has adopted this relatively new
conceptual model to guide its exploration programme. Work programmes
are designed to detect zones of higher-grade mineralization and assess the
geometric extent of lower-grade mineralization:

@®  deeper within the existing Arthrath mineralized system

@® further east along strike where faulting may be exposing deeper
levels in the Arthrath intrusive

@® further west in the Arnage—Haddo House intrusive mass, particularly
at the base or entry point of the Arthrath dyke

Following on from verification work at Arthrath in 2005, when the
prospective nature and the geographical extent of the Arthrath intrusion
was confirmed, exploration during 2006 focused on the exploration for
semi-massive to massive sulphide zones within the previously identified
nickel and copper-bearing sulphide mineralization over a 4.5 kilometre

strike length, within the wider mineralized system.

On 14 May 2006, the Company was pleased to announce that its
subsidiary, Aurum, had entered into an exploration option and joint
venture agreement with Inco Europe Limited (“Inco”), a wholly owned
subsidiary of Inco Limited (one of the world's largest nickel producers). The
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deal represented an important development for the Company, giving
exposure to Inco's extensive nickel exploration expertise as well as

resulting in considerable cost savings on planned budget expenditures.

During the latter half of 2006 Aurum and Inco conducted programmes of
deep-penetrating, large-loop ground electro-magnetic geophysical
surveying and specialized partial-leach shallow soil sampling techniques.
Results of this work will be reported when detailed internal assessment of
all recent data and reports has been completed by Aurum. Drilling of

identified targets will be undertaken where warranted.

The Company was advised by Inco (Europe) Ltd on 22 December 2006,
that they would not be exercising their option to continue exploration
activities at the Company's Arthrath property. Inco’s parent company had
on 24 October 2006 been acquired by Companhia Vale do Rio Doce
(CVRD). The decision was based partially on their preliminary
interpretation of UTEM geophysical results, where moderate and low
conductors were established within the 7 km strike length of the project
area, and CVRD's criteria for continued involvement.

Whilst the Company was disappointed in the CVRD decision to withdraw
from the agreement in Scotland, the Company still believes that the nickel
project in Aberdeenshire has economic merit. This rationale is based upon
comparisons with other economic sulphide nickel occurrences throughout
the world. Alba will continue with local and regional exploration
programmes on the Arthrath property in an effort to identify large
tonnage, low-grade mineralization, particularly in areas of coincident
anomalous nickel and copper concentrations in soil with moderate sub-
surface conductors.

Scottish Gold Projects

As previously noted in Alba's admission document, the Group has
identified a number of prospective mesothermal lode-gold and epithermal
gold targets in Scotland at Loch Tay, near Aberfeldy, Borland Glen in
Perthshire and Knapdale in Argylishire.

The projects have not been advanced as rapidly as anticipated due to
ongoing commercial negotiations relating to the Mines Royal Licences
under which gold and silver exploration will be conducted. In early 2006,
the Company made two further applications for exploration licences to
cover areas near Kilmelford in Argylishire, where a Devonian intrusion-
hosted target is proposed, and at Arthrath in Aberdeenshire where the
Company wished to protect mineral rights over the silver potential
associated with the Arthrath project.

On 12 December 2006 the Crown Estate Commissioners issued four gold
and silver exploration licences in Alba’s favour at Aberfeldy and Ochil Hills,
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both in Perthshire, Kilmelford in Argyllshire, and Arthrath in Aberdeenshire.
The terms offered by the Commissioners in relation to Knapdale were not
commercially or technically acceptable to the Company. The offer of this
licence was declined.

Land access negotiations are currently under way and upon conclusion of
these agreements it is hoped that field programmes will be initiated
during 2007.

Ireland
Bohaun Epithermal Gold Project
The Bohaun gold project comprises a block of nine contiguous prospecting

licences. Two of these licences are pending.

Aurum is targeting low-sulphidation style, epithermal gold mineralization
similar to that recorded by a previous operator in the centre of the block,
where a north—south striking auriferous zone of silicification was
discovered during exploration activity in the early 1990s. During 2006, a
programme of ultra-fine stream sediment sampling was undertaken across
the block, at a sample density of approximately one sample per square
kilometre. Twenty-four square kilometres of regional-scale geology
mapping was undertaken, with a more detailed mapping and geochemistry
study centred on the Bohaun mineralized zone. The detailed study was
completed in conjunction with the British Geological Survey and
Camborne School of Mines. Concurrent with the field activity, office-based
historical data compilation, computerisation and analysis were undertaken.
A remote-sensing study of the block focused on structural and alteration
patterns, both on the Bohaun block and within its wider regional context
was also commissioned. The results of the field work and office-based
studies will be released in due course.

Future work will focus on areas of anomalous stream geochemistry that
contain anomalous bedrock or float mineralization. These areas will also be
subjected to detailed mapping, geochemical and geophysical investigation,
and diamond drilling if warranted.

Limerick

The Limerick block comprises eleven exploration licences totalling 286
square kilometres, and is located in the highly prospective areas of Counties
Limerick and Tipperary. The licences are proximal to the area of the old
Gortdrum mine (copper-mercury-silver) and approximately 10 kilometres
south of the Pallas Green base-metal prospect operated by the Xstrata-
Minco Joint Venture. The Pallas Green prospect is centred on high-grade
zinc mineralization where an extensive drilling programme is currently
active. Aurum holds six licences for gold exploration only and five for base
metals, barite, gold and silver. Based on continuing data appraisal an
additional licence was applied for and granted to the Company during 2006.

During 2006 a review of previous exploration, regional prospecting, field
investigations, detailed lithogeochemical sampling, analysis of results and
target generation studies were conducted for gold and base metal
exploration throughout the block. Following this work an infill sampling
programme was conducted across the licence block, resulting in the
collection of an additional 92 samples. These samples complement the
geological information derived from the 218 samples collected and
analysed for gold and multiple elements in 2005. The Limerick block was
initially developed as a conceptual gold play, since the area is considered to
have several positive attributes commonly associated with carbonate-
hosted gold mineralization. Geochemical sampling indicated only minor
evidence of gold mineralization in the area. However, the same
geochemical sampling also suggested that the Limerick block contains areas
where the accumulation of base metals is possible. The geochemistry is

also supported by the mapped geology.

Future exploration activity on the Limerick block during 2007 will be
determined by the results of the ongoing geological mapping and critical

appraisal of the geochemical data collected thus far.

Lough Gowna

The Lough Gowna block consists of six contiguous exploration licences
totaling 222.50 square kilometres which are held jointly by Aurum and Tara
Mines Ltd. (Boliden) and are operated under a Joint Venture Agreement
signed on 31 March 2006. Under the cooperative venture both parties
committed to fund an initial study of the Lough Gowna block's potential

for palaeoplacer and shearzone-hosted gold mineralization.

The licences lie at the south-western end of the Slieve Glah Shear Zone,
on the south-western margins of the Longford-Down Inlier, approximately
20 kilometres north-east of Longford Town, Co. Longford.

The main target of exploration activity is a gold-bearing quartz pebble
conglomerate, which has been previously identified in the Lower
Carboniferous clastic beds that unconformably overlie Ordovician and
Silurian turbidites. Gold has been panned from streams in the area and a
sample of quartz pebble conglomerate outcrop taken by Tara Mines Ltd in

1992 returned a concentration of 1.0 g/t gold.

An ultra-fine stream sediment survey was conducted during the summer
field season with a total of 163 samples being collected. Follow-up
prospecting on a number of anomalous drainage areas was conducted in
late 2006 with 22 rocks samples collected for lithogeochemical analysis. A
full and detailed internal report on the exploration of the block was
completed in late December 2006 and will be the subject of an
exploration update subsequent to technical discussions with the joint
venture partner.

Alba Mineral Resources plc Annual Report 2006 5
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Sweden

Alba was awarded eight exploration licences for nickel, copper, cobalt,
gold, silver; platinum and palladium totalling 9860 hectares (98.6km?) in
northemn and southern Sweden during 2006. A ninth licence was awarded
in January 2007. The ground acquisitions formed part of the Company's
strategic partnership with Aftius Minerals Corporation (TSX-V: ALS) to

explore for magmatic nickel sulphide deposits in Scandinavia.

Five exploration licences were awarded in northern Sweden (Vdsterbotten
District) in an area termed the “Vindeln Nickel Belt". These licences are
Andersfors, Furuberget, Rossjon, Skivsjon, and Kalen. Four licences were
granted in the Jonkoping District of southern Sweden, i.e. Kleva, Lindas,

Bjorkmossa, and Milletorp.

The bedrock geology of the Vindeln Nickel Belt is a metamorphosed rift
sedimentary sequence intruded by ultramafic sills. Such ultramafic
intrusions and lava flows are known to be associated with the formation of
magmatic sulphide mineral deposits. Nickel sulphide mineralization in the
Vindeln Nickel Belt occurs as disseminated to massive sulphide and breccia
sulphide in ultramafic rock intruded into the rift stratigraphy and often
extends into the wall rock. The geology and previously identified
mineralization in the Vindeln Nickel Belt display similarities to the
Thompson Nickel Belt (Manitoba, Canada), which produces more than
45,000 tonnes of nickel metal annually. The Furuberget licence is 6 km
along strike from the known historical drilled nickel occurrence of
Rormyrberget (4 Mt @ 0.6% Ni and 0.06% Cu).

The licences awarded in the Jonkoping District are underlain by mafic
intrusions, some of which are mineralized. The Kleva licence is centred on
the former Kleva nickel-copper mine which sporadically mined ore with an
average grade of 1.9 % Ni, 0.8 % copper and 0.2 % cobalt. Airbome
geophysics flown by the Swedish Geological Survey (SGU) identified a
magnetic anomaly associated with the Kleva mine and several anomalies of
a similar magnitude remain to be tested on the licence. The three smaller
licences (Milletorp, Bjorkmossa and Lindas) are all underlain by small mafic
intrusions and either contain or are adjacent to known sulphide

mineralization.
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Alba Sweden has been established as a wholly owned subsidiary of Alba
to comply with Swedish mining law and conduct future exploration work

in Sweden.

A second phase of desk studies and field work was conducted during 2006,
and culminated in and ground-truthing and field sampling programme.
Detailed mapping and geochemical and geophysical work programmes are
planned for 2007.

Mauritania

On 8 November 2006 the Company announced a strategic investment in
uranium exploration by the way of a 50% interest in a private mineral
exploration company, Mauritania Ventures Limited. The aim of this
company is to investigate the uranium and iron oxide-copper-gold (IOCG)

potential of Mauritania, northwest Africa.

The Board considers the investment an important and exciting opportunity
for the Company to assess, cost-effectively, the uranium potential in
Mauritania and comes as a result of a positive interaction between the
Company's innovative technical team and our partners’ logistical and
corporate experience in Mauritania. The investment gives our shareholders
exposure to an exciting commodity in a geologically diverse and highly
prospective country. The Company's involvement in Mauritania follows an
overall corporate strategy to develop a series of well-researched and
promising exploration properties either independently or in conjunction

with other parties.

On | November 2006 the Minister of Mines awarded two uranium
exploration permits (311 and 312) and a third permit (313) was awarded
on 4 December 2006. The three permits, which cover an area of 4465 km?
in northern Mauritania, are the first of a total of six uranium exploration
permits applied for in the country. A further two permits (totalling 5972
km?) have been applied in respect of gold and base-metals which cover the
same ground as the two most northern uranium permits. An additional five
permits in the south of the country for IOCG style mineralization were also
applied for.
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The Company's technical staff considered all of the northern permits to be
highly prospective for unconformity-type uranium mineralization analogous
to that seen in the Athabasca region of Canada. Examples of this type of
mineralization are McArthur River and Rabbit Lake (Saskatchewan,
Canada) and the Ranger lll and Jabilunka Il deposits (Northern Territory,
Australia). The permits cover significant areas of an unconformable contact
between early Proterozoic reworked granitic terrane and overlying
sediments of late Proterozoic to Carboniferous age. Airborne geophysics,
flown on behalf of the Mauritanian Government, reveal radiometric
anomalies within @ mapped, organic-rich unit near the base of this
sedimentary sequence and coincident with its intersection of large, deep-
penetrating crustal shear structures. Uranium mineralization is known to
the north and northwest of the permit area, hosted in granites and

rhyolites cut by these shear structures.

Work programmes commenced during 2006 on the uranium permit areas
in Mauritania with database construction and detailed target generation
studies using remote sensing (Landsat and ASTER) techniques. Field-based

New Opportunities

All projects and resource opportunities continue to be evaluated by the
Board based on their technical and commercial merit on a case-by-case
basis, with the ultimate objective being to diversify the Group's risk profile
ensuring that future success is not solely dependent on results from any

one project or commodity.

The corporate development of the Group's projects is a continuous
process that often necessitates detailed technical assessment and sampling
programmes as well as lengthy corporate and legal negotiations. The
Group is unable to report on progress of developments until their

conclusion. However, we strive to make further announcements promptly

on conclusion of such processes.

Sandy Archibald
Technical Director

exploration work commenced in January 2007 with initial ground-truthing 14 May 2007
of targets and reconnaissance radiometric surveying.
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Directors’ Report

The directors present their report and the audited financial statements of
Alba Mineral Resources plc (the “Company”, and collectively with the
Subsidiary Companies the “Group”) for the year ended 30 November
2006. The consolidated financial results of the Group include the results of
Aurum Mineral Resources Limited (“Aurum”), Mauritania Ventures Limited
("MVL") and Alba Mineral Resources Sweden AB (“Alba Sweden™)
(collectively the "*Subsidiary Companies”).

Principal Activities and Business Review

The Company operates principally as a holding company and specifically
provides support to the Subsidiary Companies which hold or have applied
for exclusive rights to explore a portfolio of mineral exploration properties,
primarily gold and nickel exploration projects in Scotland, Ireland and

Sweden and uranium exploration projects in Mauritania.

A review of activities is given in the Chairman’s Statement and Exploration

Properties Review.

Board Member

Results and Dividends
The loss for the period, after taxation, amounted to £365,750 (2005:
£193,176 loss).

The directors do not recommend the payment of a dividend (2005: £nil).

Directors and their Interests

The membership of the Board at 30 November 2006 is set out below.
Apart from Michael Nott and Charles Hodgson, who were appointed to
the Board on | September 2006, all directors served throughout the
period. The directors’ interests in the Company at 30 November
2006 were:

Warrants
to subscribe

Warrants
to subscribe

Ordinary Shares
of | pence each

for ordinary
shares at
5.25 pence each

for ordinary
shares at
10 pence each

Lance O'Neill
Michael Nott
Nigel Duxbury
Sandy Archibald
Wilson Robb
Charles Hodgson

The directors’ interests in the Company at 30 November 2005 were:

Board Member

6,200,647
6,200,047
3,519,047
3,519,047

3,090,750
3,090,500
1,750,000
1,750,000

Ordinary Shares

of 1 pence each

625,000

312,500

Warrants
to subscribe
for ordinary

shares at
5.25 pence each

Lance O'Neill
Nigel Duxbury
Sandy Archibald
Wilson Robb

8 Alba Mineral Resources plc Annual Report 2006

6,200,647
6,200,047
3,519,047
3,519,047

3,090,750
3,090,500
1,750,000
1,750,000



MINERAL RESOURCES

Lance O'Neill resigned from the Board on 20 February 2007, Charles
Hodgson resigned from the Board on 23 March 2007 and Wilson Robb
resigned from the Board on 3 April 2007.

Supplier Payment Policy

[t is the Group's policy to agree and clearly communicate the terms of
payment as part of the commercial arrangement negotiated with suppliers
and then to pay according to those terms based upon the timely receipt
of an accurate invoice. Trade creditor days for the Group have been
calculated at 46 days. This represents the ratio expressed in days between
the amounts invoiced to the Group in the year by its suppliers and the
amounts due, at the year end, to trade creditors falling due for payment

within one year.

Disclosure of Information to the Auditors
In the case of each person who was a director at the time this report was
approved:

@® so far as that director was aware there was no relevant available
information of which the Company’s auditors were unaware; and

@  that director had taken all steps that the director ought to have taken
as a director to make himself or herself aware of any relevant audit
information and to establish that the Company's auditors were aware

of that information.

Financial Instruments
The disclosure relating to financial instruments has been included in the

notes to the accounts (note 21).

Auditors

On 2 May 2006 Nexia Audit Limited changed their name to Nexia Smith
& Williamson Audit Limited and now trade as Nexia Smith & Williamson.
Nexia Smith & Williamson have expressed their willingness to continue in
office as auditors and a resolution to appoint them will be proposed at the

Annual General Meeting.

Approved by the Board of Directors
and signed on behalf of the Board

Nigel Duxbury
Secretary
14 May 2007

Corporate Governance

The Company's ordinary shares are traded on AIM and the Company is
therefore not formally required to comply with the provisions of the
Combined Code. However, the Board is committed to high standards of
corporate governance and as the Company grows the Board will review
its compliance with the Code from time to time and will adopt such
of the provisions as it considers to be appropriate to the size of
the Company.

Alba Mineral Resources plc Annual Report 2006 9
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Report on Directors’ Remuneration

The Remuneration Committee fixes the remuneration of the executive

and non-executive directors.

Service Contracts

The two executive directors are engaged under service contracts, and the
non-executive director under a letter of appointment. The service contract
for Nigel Duxbury was effective from the date of admission of the ordinary
shares to trading on AIM for an initial term of twelve months and
thereafter terminable by either party on six months’ notice. The service
September 2006
terminable on three months during the initial period of three months and

contract for Michael Nott was effective from |
terminable on six months’ notice thereafter. The letter of appointment for
Sandy Archibald was effective from the date of admission of the ordinary
shares to trading on AIM for an initial term of twelve months and

thereafter terminable by either party on six months’ notice.

Share Options

The Company believes that share ownership by executive directors and
senior executives strengthens the links between their personal interest and
those of investors and the Board intend to consider the adoption of a

share option scheme in due course.

Directors’ Interests
The directors’ interests in the ordinary shares and warrants of the

Company are set out in the Directors’ Report on page 8.

Directors’ Remuneration
The directors’ remuneration information is set out in note 4 to the financial
statements.

By order of the Board

Nigel Duxbury
Secretary
4 May 2007

Statement of Directors’ Responsibilities

Directors’ Responsibilities for the Financial Statements
United Kingdom company law requires the directors to prepare financial
statements for each financial year, which give a true and fair view of the
state of affairs of the Company and the Group at the end of the financial
period and of the profit or loss of the Group for the period. In preparing
those financial statements, the directors are required to:

@  select suitable accounting policies and then apply them consistently;

® make judgements and estimates that are reasonable and prudent;

@® state whether applicable accounting standards have been followed;
and

@®  prepare the financial statements on the going concern basis, unless it
is inappropriate to presume that the Company will continue in

business.

10 Alba Mineral Resources plc Annual Report 2006
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The directors are responsible for keeping proper accounting records which
disclose with reasonable accuracy, at any time, the financial position of the
Company and the Group and to enable them to ensure that the financial
statements comply with the Companies Act 1985. They are also
responsible for the system of internal control and safeguarding the assets
of the Company and the Group, and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities.

$ 13€
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Independent Auditors’ Report to the Members of

Alba Mineral Resources plc

We have audited the accounts of Alba Mineral Resources plc for the year
ended 30 November 2006 which comprise the Consolidated Profit and
Loss Account, the Consolidated Balance Sheet, the Company Balance
Sheet, the Consolidated Cash Flow Statement and the related notes | to
22. These accounts have been prepared under the accounting policies set
out therein.

This report is made solely to the Company’'s members, as a body, in
accordance with Section 235 of the Companies Act 1985. Our audit work
has been undertaken so that we might state to the Company's members
those matters we are required to state to them in an auditors’ report and
for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the Company and
the Company’s members, as a body, for our audit work, for this report, or
for the opinions we have formed.

Respective Responsibilities of Directors and Auditors

As described in the Statement of Directors’ Responsibilities, the
Company's directors are responsible for the preparation of the accounts in
accordance with applicable law and United Kingdom Accounting Standards

(United Kingdom Generally Accepted Accounting Practice).

Our responsibility is to audit the accounts in accordance with relevant legal
and regulatory requirements and International Standards on Auditing (UK

and Ireland).

We read the information contained within the Directors’ Report and
consider whether it is consistent with the audited accounts. Our

responsibilities do not extend to any other information.

We report to you our opinion as to whether the accounts give a true and
fair view and are properly prepared in accordance with the Companies Act
1985. We state in our report whether in our opinion the information given
in the Directors’ Report is consistent with the accounts. We also report to
you if, in our opinion, the Company has not kept proper accounting
records, if we have not received all the information and explanations we
require for our audit, or if the information specified by law regarding
directors’ remuneration and transactions with the Company is not
disclosed.

Basis of Opinion

We conducted our audit in accordance with Intemational Standards on
Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the accounts. It also includes an assessment of the
significant estimates and judgements made by the directors in the
preparation of the accounts, and of whether the accounting policies are
appropriate to the Company's circumstances, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information
and explanations which we considered necessary in order to provide us
with sufficient evidence to give reasonable assurance that the accounts are
free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the accounts.

Opinion

In our opinion:

@® the accounts give a true and fair view, in accordance with United
Kingdom Generally Accepted Accounting Practice, of the state of the
Company's affairs as at 30 November 2006 and of its loss for the
year then ended;

@® the accounts have been properly prepared in accordance with the
Companies Act 1985; and

® the information given in the Directors’ Report is consistent with the
accounts.

Nexia Smith & Williamson

Chartered Accountants and Registered Auditors
25 Moorgate

London EC2R 6AY

I5 May 2007
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MINERAL RESOURCES

Consolidated Profit and Loss Account
For the year ended 30 November 2006

2006 2005
Note £ £
Turnover from continuing operations —_ —
Cost of sales —_ —
Gross profit —_ —
Administrative expenses (388,892) (213,445)
Operating loss 3 (388,892) (213,445)
Interest receivable and similar income 5 15,860 20,269
Loss on ordinary activities before taxation (373,032) (193,176)
Tax on loss on ordinary activities 6 —_ —
Loss on ordinary activities after taxation (373,032) (193,176)
Minority interests 7,282 —
Retained loss for the year transferred to reserves (365,750) (193,176)
Loss per ordinary Ip share 8
Basic and diluted 0.59 pence 0.47 pence

The operating loss is attributable to continuing operations.

There are no recognised gains or losses for the period, other than the loss for the year.
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MINERAL RESOURCES

Consolidated Balance Sheet
30 November 2006

2006 2005
Note £ £
Fixed assets
Intangible fixed assets 9 750,315 454,077
Tangible fixed assets 10 4,439 630
754,754 454,707
Current assets
Debtors 12 158,062 63,076
Cash at bank and in hand 507,568 653,764
665,630 716,840
Creditors: amounts falling due within one year 13 (280,767) (187,219)
Net current assets 384,863 529,621
Total assets less current liabilities 1,139,617 984,328
Capital and reserves
Called up share capital 14 666,201 603,126
Share premium account |5 790,133 374887
Profit and loss account I5 (558,926) (193,176)
Merger reserve I5 200,000 200,000
Foreign exchange revaluation reserve I5 (509) (509)
Equity shareholders’ funds I5 1,096,899 984,328
Minority interest 16 42,718 —
1,139,617 984,328

These financial statements were approved by the Board of directors on 14 May 2007.

Signed on behalf of the Board of directors

Nigel Duxbury
Director
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MINERAL RESOURCES

Company Balance Sheet
30 November 2006

2006 2005
Note £ £
Fixed assets
Investments Il 1,092,728 250,000
1,092,728 250,000
Current assets
Debtors 12 56,810 346,791
Cash at bank and in hand 349,166 575945
405,976 922,736
Creditors: amounts falling due within one year I3 (104,054) (68,665)
Net current assets 301,922 854,07
Total assets less current liabilities 1,394,650 [,104,071
Capital and reserves
Called up share capital 14 666,201 603,126
Share premium account I5 790,133 374,887
Profit and loss account 15 (261,684) (73,942)
Merger reserve |5 200,000 200,000
Equity shareholders’ funds I5 1,394,650 [,104,071
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MINERAL RESOURCES

Consolidated Cash Flow Statement
For the year ended 30 November 2006

2006 2005
Note £ £
Net cash outflow from operating activities 7 (351,682) (54,893)
Returns on investments and servicing of finance
Interest received 15,860 20,269
15,860 20,269
Taxation
UK corporation tax —_ —
Capital expenditure and financial investment
Payments for intangible assets (333,118) (235365)
Purchase of tangible fixed assets (5,577) (708)
(338,695) (236,073)
Acquisitions
Purchase of subsidiary undertakings (57,299) —
Cash/(net overdrafts) acquired with subsidiary undertakings 107,299 (3,552)
50,000 (3,552)
Financing
Issue of ordinary share capital net of costs 478,321 928,013
478,321 928,013
(Decrease)/increase in cash in the period 18 (146,196) 653,764
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MINERAL RESOURCES

Notes to the Financial Statements

I. Accounting Policies
Accounting Convention
The financial statements have been prepared in accordance with applicable accounting standards under the historical cost convention. The principal
accounting policies of the Group are set out below.

Basis of Consolidation
The consolidated financial statements consolidate those of the Company and of the Subsidiary Companies drawn up to 30 November 2006, using
the acquisition method of accounting. Under the acquisition method, the results of subsidiary undertakings are included from the date of acquisition.

The difference between the nominal value of the shares, issued by the Company in exchange for shares in Aurum, and the issue price has been
transferred to a merger reserve.

Goodwill

Goodwill arising on the acquisition of subsidiary undertakings and businesses, representing any excess of the fair value of the consideration given
over the fair value of the identifiable assets and liabilities acquired, is capitalised and will be written off on a straight-line basis from the date of
admission of the ordinary shares of the Company to AIM over its useful economic life, which is 5 years. Provision is made for any impairment.

Intangible Assets

All costs associated with exploration are capitalised on a project-by-project basis pending determination of the feasibility of the project. Costs include
appropriate technical and administrative expenses. If a project is successful, the related expenditures will be amortised over the estimated life of the
commercial reserves. Where a licence is relinquished, a project abandoned, or is considered to be of no further commercial value to the Company,
the related costs will be written off.

Tangible Fixed Assets
Tangible fixed assets are stated at cost less depreciation. Depreciation is provided to write off the cost less estimated residual value in equal annual
instalments over the estimated economic lives of the assets. The estimated useful economic lives are as follows:

Computer equipment 3 years

Fixed Asset Investments
Investments held as fixed assets are stated at cost less provision for any impairment in their carrying value.

Foreign Currency Transactions

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 translated into sterling at the rate of exchange ruling at the date of the transaction. The profit and loss account
of foreign subsidiaries are translated into sterling using the average rate of exchange and the balance sheet at the closing rate of exchange. The
differences arising from the translation of the opening net investments in subsidiaries at the closing rate are taken directly to a separate reserve.

Deferred Taxation

Deferred taxation is provided in full on timing differences that result in an obligation at the balance sheet date to pay more tax, or a right to pay
less tax, at a future date, at rates expected to apply when they crystallise based on current tax rates and law. Timing differences arise from the
inclusion of items of income and expenditure in taxation computations in periods different from those in which they are included in financial
statements. Deferred tax assets are recognised to the extent that it is regarded as more likely than not that they will be recovered. Any assets and
liabilities recognised have not been discounted.

Going Concern

After making enquiries, the directors formed a judgement at the time of approving the financial statements, that there is a reasonable expectation
that the Group has adequate resources to continue in operational existence for the foreseeable future. For this reason, the directors continue to
adopt the going concern basis in preparing the financial statements.

At the balance sheet date the Group held cash of £507,568. On 3 January 2007 the Company announced that the exploration efforts on its existing
project portfolio would be within the constraints of the financial resources available and that the Company would be seeking to raise additional
funds to actively pursue and explore these existing projects. On 27 April 2007 the Company announced that it is continuing to seek additional
funding to pursue these objectives and until this funding is in place the Company will, in the short term, downgrade active field work exploration
on the existing licences and permits, whilst maintaining the portfolio of assets. Alba will continue the programme of desktop research, analysis and
studies using its existing in-house team. If it is not possible to raise sufficient funds the carrying value of the properties may need to be written down.
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Segmental Information

MINERAL RESOURCES

2006 2005
Operating loss by origin: £ £
United Kingdom (224,622) (73,942)
Republic of Ireland (133,847) (119,234)
Mauritania (14,563) —
(373,032) (193,176)
Net assets/(liabilities) by origin
United Kingdom 1,511,664 [,105216
Republic of Ireland (541,950) (136,829)
Mauritania 86,182 —
Scandinavia 83,721 15941
1,139,617 984,328
Operating Loss
2006 2005
£ £
This is stated after charging:
Amortisation 36,880 24,587
Depreciation 1,768 78
Impairment of mining rights —_ 9,981
Loss on foreign exchange 7,679 4,117
Auditors’ remuneration
— audit services 9,000 5,000
— audit services of subsidiaries 1,000 —
— taxation services 5,000 5,000
— other services 7,000 —
Woages and Salaries
2006 2005
£ £
Salaries and fees 83,598 81,007
Social security 28,991 9,326
112,589 90,333
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ALBAY

MINERAL RESOURCES

Notes to the Financial Statements ontinued

4. Wages and Salaries continued

Fees Salaries Total Total
2006 2006 2006 2005
Directors’ remuneration £ £ £ £
Executive Directors
Lance O'Neill — 20,000 20,000 13,256
Michael Nott — 7,500 7,500 —
Nigel Duxbury — 20,000 20,000 13,256
Non-Executive Directors
Sandy Archibald 20,623 — 20,623 13,651
Wilson Robb 61,719 — 61,719 40,844
Charles Hodgson —_ — — _
Total 82,342 47,500 129,842 81,007

Apart from one employee employed by Aurum, there were no employees during the period apart from the six directors. No directors had
benefits accruing under money purchase pension schemes.

5. Interest Receivable

2006 2005
£ £
Interest receivable and similar income 15,860 20,269
6. Tax Charge on Loss on Ordinary Activities
a) Analysis of charge in the period
2006 2005
£ £

United Kingdom corporation tax at 30% — —
Deferred taxation — —

b) Factors affecting tax charge for the period
The tax assessed on the loss on ordinary activities for the year differs from the standard rate of corporation tax in the UK of 30% (2005: 30%).
The differences are explained below:

2006 2005
£ £
Loss on ordinary activities before tax (373,032) (193,176)
Loss multiplied by standard rate of 30% (air9lo) (57953)
Effects of:
Non-deductible expenses 4,929 10371
Rate difference 6,545 4,233
Other permanent differences 10,910 —
Losses carried forward 89,526 43,349

A deferred tax asset has not been recognised in respect of timing differences relating to tax losses and accelerated capital allowances as there is
insufficient evidence that the potential asset will be recovered. The amount of the net asset not recognised is £130,950 (2005: £73,942).
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13627

MINERAL RESOURCES

Loss for the Financial Period
The Company has taken advantage of the exemption allowed under section 230 of the Companies Act 1985 and has not included its own profit

and loss account in these financial statements. The Company'’s loss for the period amounted to £187,742.

Loss Per Ordinary Share

Basic loss per share is calculated by dividing the loss attributed to ordinary shareholders of £365,750 by the weighted average number of shares
of 62,057,963 in issue during the year. The diluted loss per share calculation is identical to that used for basic loss per share as the exercise of
warrants would have the effect of reducing the loss per ordinary share and is therefore not dilutive under the terms of Financial Reporting Standard
22 "“Earnings per Share”.

Intangible Fixed Assets

Mining Positive

Properties Goodwill Total
Group £ £ £
Cost
At | December 2005 304,244 184,401 488,645
Additions 333,118 — 333,118
At 30 November 2006 637,362 184,401 821,763
Provisions and amortisations
At | December 2005 9,981 24,587 34,568
Write-offs _ _ _
Amortisation charge — 36,880 36,880
At 30 November 2006 9,981 61,467 71,448
Net book value
At 30 November 2006 627,381 122,934 750,315
At 30 November 2005 294,263 159,814 454,077
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MINERAL RESOURCES

Notes to the Financial Statements ontinued

10.

Tangible Fixed Assets

Computer
Equipment Total
Group £ £
Cost
At | December 2005 708 708
Additions 5577 5577
At 30 November 2006 6,285 6,285
Provisions
At | December 2005 78 78
Charge for the period 1,768 1,768
At 30 November 2006 [,846 [,846
Net book value
At 30 November 2006 4,439 4,439
At 30 November 2005 630 630
Fixed Asset Investments
Loans to Shares in
subsidiary subsidiary
undertakings undertakings Total
Company £ £ £
Cost
At | December 2005 — 250,000 250,000
Additions — 57,299 57,299
Transfers 785,429 — 785,429
At 30 November 2006 785,429 307,299 1,092,728
Provisions
At | December 2005 — — —
Provided in year — - _
At 30 November 2006 — — —
Net book value
At 30 November 2006 785,429 307,299 1,092,728
At 30 November 2005 — 250,000 250,000

On 12 January 2006 the Company subscribed and paid in cash for 50,000 ordinary shares of £1 each in Mauritania Ventures Limited at par,

representing 50% of the issued share capital of Mauritania Ventures Limited. At the date of subscription, apart from the cash paid for issued share

capital, there were no other net assets in Mauritania Ventures Limited.

On | September 2006 the Company subscribed and paid in cash for 1,000 ordinary shares of Skrl00 each in Alba Mineral Resources Sweden

AB at par, representing 100% of the issued share capital of the Alba Mineral Resources Sweden AB. At the date of subscription, there were no

other net assets in Alba Mineral Resources Sweden AB.
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MINERAL RESOURCES

I1. Fixed Asset Investments continued
At 30 November 2006 the Company held the following interest in subsidiary undertakings which is included in the consolidated accounts and are

unlisted.

Name of company Country of incorporation Proportion held Business
Aurum Mineral Resources Ltd Ireland 100% Exploration
Alba Mineral Resources Sweden AB Sweden 100% Exploration
Mauritania Ventures Limited Mauritania 50% Exploration

Mauritania Ventures Limited has been treated as a subsidiary undertaking because the Company exercises dominant influence over the investment.

12. Debtors

The The The The
Group Group Company Company
2006 2005 2006 2005
£ £ £ £
Trade debtors 76,913 — — —
Amounts owed by Group undertakings — — — 310,048
Other taxes and social security 53,243 56,337 50,582 32,497
Other debtors 21,678 136 — —
Prepayments and accrued income 6,228 6,603 6,228 47246
158,062 63,076 56,810 346,791

13. Creditors: Amounts Falling Due Within One Year
The The The The
Group Group Company Company
2006 2005 2006 2005
£ £ £ £
Trade creditors 174,311 128,882 12,373 19,720
Taxation and social security 10,259 4421 3,119 2,088
Other creditors — 60 — 60
Accruals and deferred income 96,197 53,856 88,562 46,797
280,767 187,219 104,054 68,665
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ALBAY
MINERAL RESOURCES

Notes to the Financial Statements ontinued

14. Called Up Share Capital

2006 2005
Number 2006 Number 2005
of shares £ of shares £
Authorised
Ordinary shares of | pence 157,500,000 1,575,000 157,500,000 1,575,000
Allotted, called up and fully paid
Ordinary shares of | pence 66,620,100 666,201 60,312,600 603,126

On 21 August 2006, the Company placed 6,307,500 ordinary shares of | pence each at a price of 8 pence per share.

At the year end the Company had created 20,031,250 warrants to subscribe for ordinary shares in the Company at 5.25 pence per share, such
warrants to be exercisable at any time between the date falling seven days after the announcement of the Company’s preliminary results for the
period ended 30 November 2005 and 4 April 2015, a further 937,500 warrants to subscribe for ordinary shares in the Company at 9 pence per
share, such warrants to be exercisable at any time from the date of issue to 4 April 2015 and a further 937,500 warrants to subscribe for ordinary

shares in the Company at 10 pence per share, such warrants to be exercisable at any time from the date of issue to 2 October 2016.

15. Reconciliation of Shareholders’ Funds and Movement on Reserves

Foreign
exchange
Share Share Profit and Merger revaluation
capital premium loss reserve reserve Total
Group £ £ £ £ £ £
At | December 2005 603,126 374,887 (193,176) 200,000 (509) 984,328
Loss for the period — — (365,750) — — (365,750)
Shares issued net of cost 63,075 415,246 — — — 478,321
Foreign exchange revaluation — — — — — —
At 30 November 2006 666,201 790,133 (558,926) 200,000 (509) 1,096,899
Share Share Profit and Merger
capital premium loss reserve Total
Company £ £ £ £ £
At | December 2005 603,126 374,887 (73,942) 200,000 1,104,071
Loss for the period — — (187,742) — (187,742)
Shares issued net of cost 63,075 415,246 — — 478,321
At 30 November 2006 666,201 790,133 (261,684) 200,000 1,394,650
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MINERAL RESOURCES

16. Minority Interests

Equity Total

Group £ £
At | December 2005 - -
Investment in subsidiary undertakings 50,000 50,000
Loss on ordinary activities after taxation (7,282) (7,282)
At 30 November 2006 42,718 42,718

17. Reconciliation of Operating Loss to Net Cash Outflow from Operating Activities

2006 2005

£ £
Operating loss (388,892) (213,445)
Depreciation and amortisation 38,648 24 665
Intangible asset write-offs —_ 9,981
Foreign exchange revaluation adjustment — (237)
Increase in creditors 93,548 187,219
Increase in debtors (94,986) (63,076)
(351,682) (54,893)

18. Reconciliation of Net Cash Flow to Movement in Net Cash

£

At | December 2005 653,764
Decrease in cash in the period (146,196)
Cash at bank and in hand at 30 November 2006 507,568

19. Capital Commitments
There were no capital commitments at 30 November 2006. The Company is committed to pay £39,000 in relation to Arthrath licences.

20. Contingent Liabilities
There were no contingent liabilities at 30 November 2006.
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MINERAL RESOURCES

Notes to the Financial Statements ontinued

21.

22.

Financial Instruments

The Group's financial instruments comprise cash at bank and various items such as trade debtors, current asset investments and creditors that
arise directly from its operations and are therefore excluded from the disclosures. The main purpose of these instruments is to provide finance
for operations. The Group has not entered into derivative transactions nor does it trade financial instruments as a matter of policy.

The Group does not pay interest on any of its financial liabilities, nor is it likely to in the future.

Interest rate risk profile of financial assets

The only financial assets (other than short-term debtors and current asset investments) are cash at bank and in hand, which comprise inter bank
sterling deposits, money at call, and one month and two month rates with interest eamed at a average rate of 2.89% (2005: 4.13%). The directors
believe the fair value of the financial instruments is not materially different to the book value.

Foreign currency risk
The Group has Irish and Swedish subsidiaries, which can affect the sterling Group balance sheet as a result of movements in the sterling/euro and

sterling/Swedish kroner exchange rates. The Group does not currently hedge against these exposures.

Assets and liabilities denominated in sterling and other currencies

2006 2005
Assets £ £
Denominated in:
Sterling 643,547 772,502
Euros 769,538 399,045
Swedish Kroner 7,299 —
Total assets 1,420,384 | 171547
Liabilities
Denominated in:
Sterling 133,253 68,665
Euros 147,514 | 18,554
Total liabilities 280,767 187,219

Related Party Transactions
During the period the Group made purchases of £23,787 from EP&F Capital Plc for office space and administrative services, a company of which
Lance O'Neill and Nigel Duxbury are directors and in which they have an interest. At the period end £1 1,520 was outstanding.

During the period the Group made purchases of €266,132 from Aurum Exploration Limited for contract exploration services, a company of which
both Sandy Archibald and Wilson Robb are directors and have an interest. At the period end €74,567 was outstanding.
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