CIC ENERGYE

CIC ENERGY CORP.
MANAGEMENT S DISCUSSION AND ANALYSIS

For the three months ended February 28, 2007.

Dated: April 13, 2007



CIC Energy Corp.
MANAGEMENT'S DISCUSSION AND ANALYSIS
For the three months ended February 28, 2007.

TABLE OF CONTENTS

1 10 [0 o TSP 2
2 Description of the Business and Summary of Recent ACHVItIES ........ccovvrvcrrrrrrneecesrr s 3
3 Qualified Persons and TEChNICAl REPOM .........ccvveeiriiiicscee s 4
4 EXPIOration PIOPEIIES ..ottt es s 4
5 Exploration & Mineral ReSource EStMALES .......cccvivivviiirreeccieiieieirss e rerenens 5
6 Bankable FEaSiDIlity STUAY ..o 8
7 Memoranda Of UNAErStaNGing ..........vevevevereieeeiinieiisisisis e eree st sesesssenes 9
8 REGUIBLOTY ...ttt bbb s s b bbb s st s s 10
9 Selection of DEVEIOPMENT PAMNET..........ciiieieieerreeee e 11
10 DY 0] 10011 1= 0] ST 11
11 Critical Accounting Estimates and AcCOUNtiNg PONICIES ... 11
12 Disclosure of Outstanding Share DAta ..........ccccrvrviriiviriseceeieieieie s erererees 14
13 Capital Expenditure on EXplOration PrOPEItES......cccevviiiceriesrisseereie s, 16
14 RESUILS OF OPEIALIONS ...ttt 17
15 Summary of QUANENY RESUIS .....c.cviviiicecteisess s 17
16 Financial Condition, Cash Flow, Liquidity and Capital RESOUICES ...........ccccreuriiinrieniienineiens 18
17 Related Party TraNSACHONS ......ccivivivivrieveeeieeeiereeiesess st stsse e e e ses st st se e e s s s s ssssesesesesesenes 18
18 Events Subsequent to February 28, 2007. ..o 19
19 RISKS .ttt R bbbttt 19
20 Disclosure Controls and PrOCEAUIES ... s 23
21 OULIOOK ..ttt bbbttt et n s 23
22 AddItIoNal INFOMMELION........cvveiiieeieieer ettt 23



CIC Energy Corp.
MANAGEMENT S DISCUSSION AND ANALYSIS
For the three months ended February 28, 2007.

Unless otherwise indicated all funds in this document are in Canadian Dollars.

Forward-Looking Statements

This Management's Discussion and Analysis contains certain “forward-looking statements”.  All
statements, other than statements of historical fact, that address activities, events or developments that
CIC Energy Corp. believes, expects or anticipates will or may occur in the future are forward-looking
staterments.  These forward-looking statements reflect the current expectations or beliefs of CIC Energy
Corp. based on information currently available to CIC Energy Corp.  Such forward-looking statements
include, among cther things, statements relating to the Mmamabula Energy Project (as defined herein)
with respect to estimates and/or assumptions in respect of mineral resources, mineral resource qualities,
targets, future production, goals, objectives, plans and future economic, market and other conditions.
Forward-looking statements are subject to significant risks and uncertainties and other factors that could
cause the actual results to differ materially from those discussed in the forward-looking statements, and
even if such actual results are realized or substantially realized, there can be no assurance that they will
have the expected consequences to, or effects on the Company. Factors that could cause actual results
or events to differ materially from current expectations include, but are not limited to: failure to conplete a
positive bankable feasibility study on the Mmamabula Energy Project; the grade, quality and recovery of
coal which is mined varying from estimates (the mineral resource figures referred to in this Management's
Discussion and Analysis are estimates and no assurances can be given that the indicated levels of coal
will be produced); inflation; changes in exchange rates; the ahility to raise the required debt financing for
the Mmamabula Energy Project; Rand liquidity and constraints under applicable South African law and/or
practice on the amount that a single lender is able to lend to a single borrower; delays in the development
of the Mmamabula Energy Project caused by unavailability of equipment, labour or supplies, limited
capacity among engineering, procurement and construction firms, climatic conditions or otherwise;
insufficient transportation and transmission capacity, geological and mechanical conditions; delays or
failures in obtaining regulatory permits and/or licences respecting mining, power generation and/or power
transmission lines; the existence of undetected or unregistered interests or claims, whether in contract or
tort, over the properties of CIC Energy Corp.; availability of water (and sorbent at cost effective prices);
inability to enter into power purchase agreements and/or transmission agreements with Eskom Holdings
Limited and (to a lesser extent) Botswana Power Corporation or other requisite agreements, including fixed
price contracts with reputable engineering, procurement and construction firm(s) and other agreements
required to facilitate the development, operation and financing of the Mmamabula Energy Project, including
with International Power plc; failure to raise additional funds on favourable terms to finance such
development; inability to obtain tax concessions from the Government of Botswana and requisite credit
support from the Government of South Africa and/or the Government of Botswana; or other factors
(including development and operating risks). Any forward-looking statement speaks only as of the date on
which it is made and, except as may be required by applicable securities laws, CIC Energy Corp. disclaims
any intent or obligation to update any forward-looking statement, whether as a result of new information,
future events or results or otherwise. Although CIC Energy Corp. believes that the assumptions inherent in
the forward-ooking statements are reasonable, forward-looking statements are not guarantees of future
performance and accordingly undue reliance should not be put on such statements due to the inherent
uncertainty therein.
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1 Introduction

CIC Energy Corp. (formerly Coal Investment Corp.) (‘CIC’ or the “Company”) was established under the
International Business Companies Act in the Territory of the British Virgin Islands pursuant to the
consolidation of Coal Investment Corp. and Consolidated Ophir Ventures Inc. (‘Ophir”), effective March 14,
2006. The common shares of CIC commenced trading on the Toronto Stock Exchange (“TSX’) on March
23, 2006 under the symbol ELC. On June 5, 2006 the common shares of CIC were listed on the Botswana
Stock Exchange (‘BSE’) under the name CIC ENERGY.

The registered office and head office of CIC are each located at Geneva Place, Second Hoor, 333
Waterfront Drive, Wickhams Cay, Road Town, Tortola, British Virgin Islands. The address for service of
CIC in Canada is c/o 110 Sheppard Avenue East, Suite 610, Toronto, Ontario, Canada, M2N 6Y8
(Attention: Tau Capital Corp.). The South Africa address is ¢/o Coal Investment Corp. Services
(Proprietary) Limited, Inanda Greens, Ground Hoor, Augusta House, Unit 6, Albertyn St., Werda Valley,
Sandton, PO Box 784938; the Botswana address is Plot 132, 1st Hoor, Victoria House, Independence
Avenue, Gaborone, Botswana.

This Management's Discussion and Analysis (‘MD&A’) has been prepared to give shareholders an
assessment of not only what the Company has accomplished in the three months period ended February
28, 2007, but also what management initiatives have been undertaken to increase shareholder value in the
future.

The following diagram illustrates CIC's principal operating subsidiaries, together with the jurisdiction of
incorporation of each company:

CIC Energy Corp.

(British Virgin Islands)
100% - 160%
l100% 100%
Cé)oallpln;gf‘t’?;eegt CIC Mining Meepong Energy Meepong Resources
L s (Proprietary) Limited (Proprietary) Limited (Proprietary) Limited
(Proprietary) Limited (South Africa) (Botswana) (Botswana)

(South Africa)

The discussion and analysis of the financial condition of CIC for the three month period ended February
28, 2007 should be read in conjunction with the unaudited consolidated financial statements and related
notes for CIC and its wholly-owned subsidiaries, for the three months ended February 28, 2007. Historical
results, including trends which might appear, should not be taken as indicative of future results.

All financial information reported herein for the three month period ended February 27, 2007 is unaudited.
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2 Description of the Business and Summary of Recent Activities

CIC is engaged in the development of two non-contiguous greenfields coal properties located in the
Mmamabula Coalfields in Southeastern Botswana, with the objective of supplying fuel to mgjor, integrated,
mine-mouth power stations. It is envisaged that the power stations will supply electricity to the Southern
African region. Collectively, the two coal properties and the proposed power stations are referred to as the
“Mmamabula Energy Project” (‘Mmamabula’ or the “Project”).

The two coal properties, which are held 100% by CICs wholly-owned Botswana subsidiary, Meepong
Resources, consist of the 50,840 hectare ("ha’) Coal Prospecting Licence No. 11/2004 (“Mmamabula
East”) and the 14,000 ha Coal Prospecting Licence No. 75/2002 (‘Mmamabula South’).  Meepong
Resources is currently exploring and developing the Project with the intention of defining coal resources
which may be suitable as thermal coal for an integrated coal-fired power station. Mineral resources have
been reported by CIC for three areas within Mmamabula East, namely the Mookane Block, Serorome
Block and the Dovedale Block and for the Mmamabula South licence area; these mineral resources are
discussed further in Section 5: Exploration & Mineral Resource Estimates. The proposed power station
site at Mmamabula is some 80 kilometres (‘km’) west of the 3,690 megawett (‘MW) (net capacity)
Matimba Power Station (“Metimba’) in South Africa, operated by Eskom Holdings Limited (‘Eskont’), South
Africa's national electrical utility. The Mmamabula site has excellent infrastructure, with proximity to road,
rail, and power.

The Southern African region is currently experiencing major peaking power shortages and major base load
generation capacity shortages are predicted to begin as early as 2011 (cf. Absa Bank of South Africa
Limited, a subsidiary of Barclays Bank). Based on projected upcoming power deficits, the Southern
African regional utilities, including Eskom, are promoting new projects and will require additional power to
meet their requirements. To address part of the projected power shortfall, CIC is currently conducting a
Bankable Feasibility Study (‘BFS’) for an integrated coal mine and power station to be built as a two-phase
project to commence providing electricity to the Southern African power grid in early 2012.

It was originally the Company's stated intention to develop a six unit power station of 600 MW (net
capacity) per unit, for a total net capacity of 3,600 MW. However, in Q4/06 the Company announced its
intention to modify the sizing of the Project to allow for a larger overall power plant, built in two equivalent
phases. It is envisaged that Phase One will include a 7.5 to 9.0 million tonne (“M”) per annum (run-of-
mine; “ROM’) coal mine which would supply a2,100 to 2,460 MW (net capacity) power station. The Phase
One power station is planned to be built as three units of 700 to 820 MW each, with the final unit size to be
determined as part of the negotiation of an Engineering, Procurement and Construction (*EPC") Contract.

Construction of Phase One is scheduled to begin in H1/08, with commercial operations of the first unit
expected in Q1/12. The second and third units are scheduled to come ontline at six to eight month
intervals from this date. Construction of Phase Two is anticipated to begin subsequent to completion of
construction of Phase One and following completion of a positive Phase Two BFS.

All key agreements and contracts currently being negotiated and discussed herein relate only to the Phase
One power station. However, the potential electricity off-takers have expressed interest in the proposed
Phase Two expansion. Al studies being performed, and licences and permits being sought are based on
the two phases of the Project, being the six unit power station with a total net capacity of 4,200 to 4,920
MW.

3
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CICs principal business objective is to develop and operate integrated mine-mouth power stations at
Mmamabula. Shareholder value through the generation of cash flow is planned to come from the direct
development of the Project. Mmamabula is well-positioned to meet the objective of CIC and the Project is
being pursued at an accelerated rate.

3 Qualified Persons and Technical Report

BExploration at Mmamabula is being conducted under the supervision of Mr. Patrick G. Cochran. M.
Cochran, a self-employed Consulting Geologist, independent of CIC, is a registered Professional Natural
Scientist with the South African Council for Natural Scierttific Professions and a “Qualified Person’, as such
termis defined in National Instrument 43-101 (*NI 43-101"). Mr. Cochran has reviewed and approved the
technical information in this MD&A.

An independent technical report on the Project entitled “CIC Energy Corp.: Mmamabula Energy Project,
Southeastern Botswana, Project No. J912, Fourth Technical Report” (the “Technical Report’), dated
Cctober 19, 2006, containing information about the mineral resource estimate for the Project and ather
relevant information, was filed on the System for Electronic Document Analysis and Retrieval (‘SEDAR')
and may be accessed via the SEDAR website atwww.sedar.com. The “Qualified Person’, as such termis
defined in NI 43-101, responsible for the preparation of the Technical Report is Mr. Derek J. Loveday. M.
Loveday is a registered Professional Natural Scientist with the South African Council for Natural Scientific
Professions and at the time the mineral resource estimate was prepared, was an employee of Snowden
Mining Industry Consultants (“Snowden’).

An updated mineral resource estimate will be announced shortly, with an expected significant increase in
the mineral resource estimate for the Project.

4 Exploration Properties

(@) Adjacent Properties

Mmamabula is situated within the greater Mmamabula Coalfields in Southeastern Botswana. The
Mmamabula. Coalfields form the western extension of South Africals Waterberg Coalfield. No operating
mines have been established to date within the Mmamabula Coalfields. However, the Waterberg Coalfield
is host to South Africals largest coal mine, the 16 Mt per annum Grootegeluk Colliery, located
approximately 80 km east of Mmamabula and owned by Exxaro Resources Limited. The Grootegeluk
Colliery provides feed for the nearby Matimba power station.

(b) Mmamabula East

Mmamabula East is located in Botswana, 120 km to the north of the capital city of Gaborone. The property
lies between Botswana's main paved highway, which runs from Gaborone to Francistown, and the border
with South Africa. Secondary unpaved roads facilitate access on the property.

The Mmamabula East coal prospecting licence was granted to Meepong Investments (Proprietary) Limited
(“Meepong Investments”) on April 1, 2004 and subsequently transferred from Meepong Investments to
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Meepong Resources. The coal praspecting licence is valid for a period of three years. Subsequent to
CICs year-end, in December 2006, an application for a mining licence (the “Mning Licence”) was
submitted by Meepong Resources to the Government of Botswana. As a resullt of the ongoing assessment
by Government of the Mining Licence application, the validity of the coal prospecting licence has been
extended to July 31, 2007, with a further extension indicated should the Mining Licence not have been
granted by this time.

Phase | drilling was completed in February 2006 and concentrated in the Mookane Block. A Phase I
drilling program, which concentrated on the Dovedale Block, was completed at the end of July 2006.
Phase Il drilling on the area in between Mookane and Dovedale (ie the Serorome Block) is ongoing. A
Phase IV drilling program has commenced on the Border Block in the easternmost portion of the property.

CIC is currently assessing the water demands of the Project and potential sources of water. \Water is
anticipated to be sourced from a combination of groundwater, surface sources and mine dewatering. By
Q1/12, when commercial production of the Project is planned to commence, much of the water for the
Project is planned to be sourced from a conjunctive use scheme consisting of groundwater from nearby
aquifers and the North-South Carrier Il (‘NSC2"), a proposed water pipeline which will transport water from
northern Botswana to the project area and other areas in Botswana.

(c) Mmamabula South

Mmamabula South is located approximately 15 km southwest of Mmamabula East.  The property is
transected by the country's main paved highway, which runs from Gaborone to Francistown.  Secondary
unpaved roads facilitate access on the property.

The Mmamabula South renewal coal prospecting licence was granted to Meepong Resources in July,
2005 and is valid for a period of two years. The Mmamabula South licence expires on June 30, 2007,
subject to renewal. However, in December 2006 and subsequent to CIC's year end, an application for a
Mining Licence was submitted by Meepong Resources to the Government of Botswana. As a result of the
ongoing assessment of the Mining Licence application, the validity of the prospecting licence has been
extended to July 31, 2007, with a further extension indicated should the Mining Licence not have been
granted by this time.

BExploration drilling at Mmamabula South by Meepong Resources as part of the Phase Il exploration
program is described in greater detail in Section 5: Exploration and Mineral Resource Estimates. This
work is designed to provide an initial test of this portion of the Mmamabula Energy Project.

5 Exploration & Mineral Resource Estimates

The Company, via Meepong Resources, has completed a total of 102,963 metres in 1,086 diamond drill
holes at Mmamabula. The magjority of the initial exploration focused on the Dovedale and Mookane
Blocks. Since commencement of exploration by the Company in mid-2005, up to twelve drill rigs have
been active at one time on the Project. As of the date of this report a total of ten drill rigs are currently
active, focusing on the Serorome and Border Blocks.

The coal seams at Mmamabula East occur within the Dibete Formation of the Upper Ecca Subgroup and
Mmamabula Formations of the Middle Ecca Subgroup. The D1 seam of the Dibete Formation and M2
seam of the Mmamabula Formation have been identified from previous exploration undertaken by British
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Petroleunis Coal Division ("BPCD") as having the best potential to be economically extracted. CIC
identified the potential value of the D1 and M2 seams, and used BPCD's information as a basis for the
funding and implementation of an infill drilling and sampling program in 2005 and 2006.

The resullts of drilling by CIC, along with those from exploration by BPCD between 1981 and 1987 on what
is now Mmamabula East, have been used as the basis for independent mineral resource estimates
prepared by Snowden. On June 22, 2006, CIC announced a mineral resource estimate for the Mookane
Block, the results of which are set out in a report by Snowden, dated July 21, 2006 and entitled “CIC
Energy Corp.: Mmamabula Energy Project, Southeastern Botswana, Project No. J889: Third Technical
Report’.  Subsequently, on Septermber 7, 2006, CIC announced a mineral resource estimate for the
Dovedale Block, the results of which are set out in a report by Snowden, dated October 19, 2006 and
entitled “CIC Energy Corp.: Mmamabula Energy Project, Southeastern Botswana, Project No. J912: Fourth
Technical Report”.

Both the Third and Fourth technical reports have been filed on the SEDAR website. Results of each
mineral resource estimate were consistent with Management's expectations. Summaries of mineral
resource estimates for the Project announced to date are presented in the following tables.

Mookane Block: D1 + M2 Seams Mineral Resource Estimate!

(effective date: June 7, 2006)

Category Tonnage Tonnage Tonnage
D1 Seam M2 Seam D1 + M2 Seams
(MY) (Mt) (Mt)
Measured 355.79 241.28 597.07
Indicated 271.75 21.77 55.52
Measured + Indicated (total) 383.54 269.05 652.59
Inferred 5.09 - 5.09
Dovedale Block: D1 + M2 Seams Mineral Resource Estimate?
(effective date: September 4, 2006)
Category Tonnage Tonnage Tonnage
D1 Seam M2 Seam D1 + M2 Seams
(Mt) (Mt) (Mt)
Measured 241.42 265.61 507.03
Indicated 54.08 78.83 13291
Measured + Indicated (total) 295.50 344.44 639.94
Inferred 40.36 32.98 73.34

Dovedale and Mookane Blocks: D1 + M2 Seams Global Mineral Resource Estimates
(effective dates: June 7 and September 4, 2006)

Category Tonnage
(Mt)
Measured 1,104.10
Indicated 188.43
Measured + Indicated (total) 1,292.53
Inferred 78.43
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1 see CIC news release dated June 22, 2006; effective date June 7, 2006; based on 0% geological loss; raw coal
calorific values (“CV") of approximately 21.3 mega joules per kilogram (‘MJkg") to 21.9 MJ/kg for the D1 horizon and
23 MJ/kg for the M2 seam

2 see CIC news release dated Septermber 7, 2006; effective date September 4, 2006; based on 2% geological loss;
raw coal CV of approximately 21.4 Ml/kg to 21.6 MJkg for the D1 horizon and 24.3 MJ/kg to 24.5 MJ/kg for the M2
seam

The current mining method proposed for the mineral resources is conventional underground bord and pillar
using continuous miners (*CM').  Alternative mining methods aimed at optimizing resource utilization are
being investigated.

A selective mining option of the D1 seam, termed the D1S horizon, has also been prepared. This D1S
horizon is equivalent to the D1M horizon reported in the initial mineral resource estimate for the Mookane
Block. The mineral resource estimate for the D1S horizon in the Mookane Block consists of 310.27 Mt in
the measured and indicated categories and 4.14 Mt in the inferred category and for the Dovedale Block
consists of 180.82 Mt in the measured and indicated categories and 18.12 Mt in the inferred category, this
information is summarized in the following table and can be compared with tonnages for the D1 seam
given in the preceding tables. This select horizon, which represents the optimal mining horizon within the
D1 seam, and which is conducive to conventional underground bord and pillar extraction using continuous
miners, is based on leaving at least one metre of roof coal to ensure roof stability (to counter some
uncertainty as to the quality of the material above the coal seam) and, where present, poorer quality floor
and additional roof coal.

Selective Option, Mookane and Dovedale Blocks
D1S Horizon Mineral Resource Estimate, Mookane Block

Category Area Average Width Tonnage
(ha) (m) (Mt)
Measured 4,048 4.78 287.69
Indicated 311 4.69 22.58
Measured + Indicated (total/average) 4,359 4.77 310.27
Inferred 54 4.52 4.14

D1S Horizon Mineral Resource Estimate, Dovedale Block

Category Area Average Width Tonnage
(ha) (m) (Mt)
Measured 4,507 2.09 148.94
Indicated 932 2.18 31.88
Measured + Indicated (total/average) 5439 2.11 180.82
Inferred 545 2.08 18.12

Additional information with respect to mineral resource estimates for the Project is set out in the
Company's news releases dated June 22, 2006, September 7, 2006 and April 12, 2007, copies of which
can be obtained from SEDAR.
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Resullts from further drilling undertaken in the Dovedale Block and the Serorome Block (between Dovedale
and Mookane blocks) on Mmamabula East and on Mmamabula South are currently being evaluated, with
an updated mineral resource estimate expected to be announced shortly.

6 Bankable Feasibility Study

On May 16, 2006, CIC announced its intention to proceed with a Bankable Feasibility Study (“BFS’) for the
Project, rather than completing a Pre-Feasibility Study as previously announced in an Ophir news release
dated January 4, 2006 and discussed in greater detail in the Management Information Circular of Ophir
dated February 1, 2006, each of which is available on the Company's SEDAR prdfile. This decision was
made as a result of positive exploration results that indicated that the mineral resource could support a
significant increase in project sizing. The current BFS is being conducted on a Phase One, 2,100 to 2,460
MW power station supported by a 7.5 to 9.0 Mt per annum coal mine.

The BFS will be comprised of a comprehensive series of studies by internationally recognized engineering
and consulting firms independent of CIC, and will include:

— Resource modeling and mine planning by Snowden,

— Power station design and choice of technology by Black & Veatch,

— Infrastructure studies for mine, power plant and common infrastructure by Dowding, Reynard and
Associates (Pty) Limited,

—  Water and Environmental Studies by Environmental Resource Managers (‘ERM’) and Digby
Wells and Associates,

— Groundwater studies by ERM,

— Surface water studies by Gibb Africa (Pty) Limited,

— Feasibility study on the NSC2 by Bigen Africa (Pty) Limited, and

— Financing plan and strategy.

In addition, a transmission and integration solution prepared in conjunction with Eskom and the Botswana
Power Corporation (‘BPC’), along with market and regulatory studies have been conducted by Southern
African Development through Electricity (Pty) Ltd. (‘SAD-ELEC’). These portions of the BFS are
esserttially complete and at the time the work was performed SAD-ELEC was independent of CIC.
However, subsequent to the completion of these portions of the BFS, SAD-ELEC was acquired by CIC as
reported previously.

A key aspect of the BFS will be the conclusion of a Power Purchase Agreement (“PPA’) with Eskom for
substantially all of the power that is planned to be generated by Mmamabula. It is anticipated that a PPA of
this nature would be for a period of approximately 40 years. A separate PPA will also be signed with the
BPC, which is articipated to be structured in such manner that any power within BPC's allocated off-take
rights that BPC elects not to take will automeatically be taken by Eskom, up to the maximum capacity of the
power plant. However, to be able to develop the Project to its maximum potential, the Project is dependent
on concluding a long-term PPA with Eskom. CIC has a formalized relationship with Eskom through regular
Project Steering Committee meetings and a formal mandated PPA negotiation process, which negotiation
is ongoing. On May 16, 2006 the Company announced the signing of a memorandum of understanding
with Eskom with respect to the Project (Section 7: Memoranda of Understanding).
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Environmental impact assessment (‘EIA’) studies for the proposed coal mne, power station, water
pipeline, and related infrastructure, as well as for the planned transmission lines, prepared in accordance
with environmental legislation of the Government of Botswana and ultimately forming part of the BFS, are
expected to be submitted by or before early June 2007. Approval of these studies by the Department of
Environmental Affairs of the Government of Botswana is anticipated to be finalized by end of July 2007.
These approvals are a prerequisite for the granting of a mining licence, a power generation licence, and
surface rights at Mmamabula, as well as the acquisition of transmission line and water pipeline servitudes
in Botswana. Environmental studies and social impact studies prepared in accordance with standards of
the International Finance Corporation (‘IFC”), the private sector arm of the World Bank Group, and related
internationally-required compliance standards are ongoing. A final report is expected to be conplete by
Q3/07.

7 Memoranda of Understanding

On May 16, 2006, CIC announced the signing of a memorandum of understanding between the Company,
Meepong Resources, and Eskom in regard to the Project. Under the terms of this memorandum of
understanding, it is envisaged that the majority of the power generated by the Project will be sold to Eskom
under a longterm PPA, subject to various terms and conditions including, inter alia, any off-take
agreements with the BPC, the signing of an Inter-Governmental memorandum of understanding between
South Africa and Botswana and an Inter-Utility memorandum of understanding between Eskom and BPC,
and agreement with respect to tariff and quality of the power. On August 18, 2006, the Inter-Governmental
memorandum of understanding referred to above was signed between the Governments of the Republics
of Botswana and South Africa to support and facilitate the realization of the Project.

The Project Steering Committee mentioned in Section 6: Bankable Feasibility Study has been established
to, inter alia, oversee the progress of the BFS, the negoatiation of a long-term PPA between Eskom and
Meepong Energy and related transmission and operation agreements. A Technical Committee with
representatives of CIC, International Power plc (‘IPR’), Eskom, and the BPC has been formed, to support
the PPA negotiation process.

In August, 2006 an Inter-Governmental memorandum of Understanding was signed between the
Governments of the Republic of Botswana and the Republic of South Africa. The Inter-Governmental
memorandum of understanding provides for the co-operation and facilitation by the respective
governments in the development of a thermal power station in the Mmamabula Coal Felds in the Republic
of Botswana, to supply electricity to the Republic of Botswana, the Republic of South Africa and the
Southern African Power Poal. Signing of this document by the two governments provides an important
framework for support which is required in order for CIC to redlize its objective of commencing power
production at Mmamabula to supply the Southern African region by 2011.

On September 12, 2006, CIC announced the signing of a memorandum of understanding between CIC,
Meepong Energy and the Government of Botswana. This memorandum of understanding sets out the
process and reguirements for CIC to obtain a licence to generate and supply electricity (a “Generation
Licence”) for Mmamabula, as well as stipulates the parties’ intention to negotiate a comprehensive Project
Development Agreement framework to facilitate the realization and financing of the Project.
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On November 13, 2006 an Inter-Utility memorandum of understanding was signed between the BPC and
Eskom regarding the development of the proposed “Mmamabula Coal Fred Power Station”. This
memorandum of understanding is aimed at the creation of an enabling environment for the carrying out of
the BFS and business case for the possible development of the Prgject. As outlined in this memorandum
of understanding, a Steering Committee was established which will establish work teams in respect of the
PPA, transmission integration, and other matters as required. The completion of this memorandum of
understanding represents confirmation of the strong support for the Mmamabula Energy Project and the
intention of interested parties to work towards ensuring that the Project reaches commercial production in
a timely manner.

8 Regulatory

CICs ability to own and operate a power station as an independent power producer (‘IPP’) is dependent
on its ahility to negotiate and obtain a Generation Licence. CIC does not currently hold a Generation
Licence although, CIC and Meepong and the Government of Botswana have signed a memorandum of
understanding with respect to the proposed development of the Project (see Section 7: Memoranda of
Understanding). This memorandum of understanding is based on the recognition by the Signatories of the
requirement for new sources of baseload power generation in the Southern African region by 2011 and the
potential for Mmamabula to address this shortfall. The process to be followed for awarding a Generation
Licence to Meepong Energy and the Botswana requirements in this regard are outlined in the
memorandum of understanding. Discussions between CIC and the Government of Botswana on the form
and structure of the proposed Generation Licence are progressing as anticipated by the Company.

CIC created Meepong Energy as a Botswana subsidiary that will onn and operate the coal-fired power
plant. Meepong Resources will own and operate the proposed coal mining operation. It is proposed that
Meepong Energy and Meepong Resources will enter into an arms-length fuel supply agreement, which will
then give CIC the opportunity to enter into separate commercial arrangements with third parties in respect
of each entity. On October 18, 2006, CIC announced the signing of a binding Heads of Agreement with
IPR regarding the proposed development of a power station at Mmamabula. Subseguent to year end, on
December 7, 2006, CIC announced that the Company had reached an Understanding in Principle with IPR
regarding the development of the Mmamabula coal mine. CIC is currently working towards the conpletion
of definitive agreements with IPR with respect to the mine and power station.

Upon the issuance of a Mining Licence, the Government of Botswana has the right to acquire a minority
interest in new mines in Botswana (generally up to a maximum of 15% for non-diamond mines), on
commercial terms with the Government of Botswana paying its pro-rata share of costs incurred, as well as
expendituresto be incurred on the mine.

Over and above the Generation Licence and the Mining Licence that will be required by Meepong Energy
and Meepong Resources respectively, other licences and permits will be required in Botswana related to
land use, water supply, sorbent supply to the power plant (in the case that a local source of sorbent is
used), environmental compliance, and ather related issues. Various transmission-related agreements will
also be required in Botswana. Meepong Energy, Meepong Resources, and their respective shareholders
will also need to enter into an Implementation Agreement with Government of Botswana and will possibly
also require certain enabling legislation where a change to an existing act or legislation is required for the
implementation of the Project.
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At this paint it is not expected that CIC and its subsidiary companies will require any licences in South
Africa. However, Eskom will be required to secure various licences, consents, and regulatory approvals.

9 Selection of Development Partner

On October 18, 2006 CIC announced the signing of a binding heads of agreement (the “Agreement”)
between the Company and IPR, regarding the proposed development of a Phase One power station at
Mmamabula. IPR is a FTSE100 company and one of the world's leading independent power generators,
with a total installed capacity in excess of 18,500 MW in 20 countries worldwide. IPR has a market
capitalization of approximately US$10.5 billion and trades on the London and New York Stock Exchanges.

Under the terms of the Agreement, IPR agreed in principle to acquire 50% of the equity in the vehicle
which will develop the Phase One power station. Currently it is estimated that the total development cost
of the first phase power station will be in excess of US$5.5 hillion (CDN$6.2 billion). The Agreement is
subject to various conditions being met and the concluding of definitive agreements.  These definitive
agreements are expected to be finalized by the end of Q2/07 and construction is scheduled to commence
in Q1/08, subject to a PPA being concluded, financing secured and all regulatory conditions being met.

On December 7, 2006 CIC announced the Company had reached an understanding in principle with IPR
regarding the development of the Mmamabula Coal Mine. The Government of Botswana is entitled to
purchase up to a 15% interest in the mine, and if they so elect, would be required to contribute their pro-
rata share of past and future exploration expenditures.

On March 26, 2007 CIC further announced that the Company had entered into a project development
agreement (the “PDA), subscription agreements and other related agreements with IPR.

10 Appointments

IVr. Tore Horvel, previously CEO of SAD-ELEC (Pty) Ltd (which business was acquired by CIC by the end
of 2006), assumed the role of Chief Operating Officer (*COQ") of the Company with effect from 1 January
2007.

On March 14, 2007 the company announced the appointment of Mrs. Jennifer Feinberg as Executive Vice
President: Project Finance. Prior to joining CIC Mrs Feinberg held the paosition of Director — Investment
Banking with NM Rothschild, as well as various executive positions at the Industrial Development
Corporation of South Africa Limited.

11 Critical Accounting Estimates and Accounting Policies

The consolidated financial statements are prepared by management in accordance with Canadian
generally accepted accounting principles.
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(@) Principles of Consolidation

These financial statements consolidate the financial statements of all controlled companies. Inter-company
transactions and balances have been eliminated on consolidation.

(b) Translation of Foreign Currencies

CICs exploration subsidiaries are accounted for as integrated foreign operations and are translated into
Canadian dollars using the temporal method. Monetary assets and liabilities denominated in foreign
currencies are translated into Canadian dollars at the year-end exchange rates, while non-monetary items
are translated at the exchange rate in effect at the transaction date. Income and expense items are
translated at the exchange rates in effect on the date of the transaction. Exchange gains and losses
resulting from the translation of these amounts are included in the consolidated statements of operations.

(© Property and Equipment

Property and equipment are stated at cost and depreciated on a straight-line basis over five years after
taking into account residual values.

(d) Leasehold Improvements

Leasehold improvements are depreciated on a straight-line basis over the shorter of the lease term of five
years or their estimated useful lives.

(e) Mineral Assets

Mineral assets are carried at cost less any accumulated amortisation and any accumulated impairment
losses. Amortization is written off on a unit of production basis over the expected life of the mine.

® Exploration Properties

CIC considers its exploration costs to have the characteristics of plant and equipment. As such, CIC
capitalizes all exploration costs that result in the acquisition and retention of resource properties or an
interest therein. The amounts shown for exploration properties represent costs to date and do not
necessarily reflect present or future values. If the properties are sold, allowed to lapse or are no longer of
interest, accumulated costs are written down. Included in exploration properties are amounts related to
expenditures incurred in the pre-operating period. Once a project reaches commercial production, the
exploration costs are amortized over the estimated useful life of the producing properties.

The recoverahility of the carrying values of the properties is dependent on the ability of CIC to obtain the
necessary financing and permits to continue exploration, the establishment of economically recoverable
reserves, future profitable production and/or proceeds from the disposition thereof.

(o)} Income Taxes

CIC accourts for deferred income taxes using the asset and liability method. Under the asset and liability
method, future tax assets and liabilities are recognized for future tax consequences attributable to
differences between the financial statement carrying amount and the tax basis of assets and liabilities.

Future tax assets and liabilities are measured using tax rates enacted or substantially enacted and
expected to apply to taxable income in the years in which those temporary differences are expected to be
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recovered or settled. The effect on future tax assets and liabilities of a change in tax rates is recognized in
income in the year that includes the enactment or substantive enactment date.

A valuation allowance is provided to reduce future tax assets to the amount that is more likely than not to
be recovered.

Income Taxation on the profit and loss for the period presented comprises current and deferred taxation.

Current taxation is the expected taxation payable, using taxation rates enacted at the balance sheet date,
including any prior year adjustments.

()] Use of Estimates

The preparation of financial statements in conformity with Canadian generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated
financial statements and the reported amounts of revenues and expenses during the years. Significant
iterms subject to such estimates and assumptions include the carrying amount of property and equipmert,
exploration properties, valuation allowances of receivables and stock based compensation. Actual results
could differ from those estimates.

0] Loss per Share

Loss per share (‘EPS) is calculated using the weighted average number of shares outstanding during the
period. Diluted EPS data is calculated using the treasury stock method. In applying the treasury stock
method, options with an exercise price greater than the average quoted market price of the common
shares are not included in the calculation of diluted earnings per share, as the effect is anti-dilutive.

)] Cash

Cash includes those short-term money market instruments which, on acguisition, have a remaining termto
maturity at acquisition of three months or less.

(9] Impairment of Long-lived Assets

Long-lived assets, including property and equipment, mining assets and exploration properties, are
reviewed for impairment whenever events or changes in circunstances indicate that the carrying amount
of an asset may not be recoverable. Recoverability of assets to be held and used is measured by a
comparison of the carrying amount of an asset to estimated undiscounted cash future cash flows expected
to be generated by the asset. If the carrying amount of an asset exceeds its estimated future cash flows,
an impairment charge is recognised by the amount by which the carrying amount of the asset exceeds the
fair value of the asset. Assets to be disposed of would be separately presented in the balance sheet and
reported at the lower of the carrying amount or fair value less costs to sell, and are no longer depreciated.
The assets and liabilities of disposed group classified as held for sale would be presented separately in the
appropriate asset and liability sections of the balance sheet.
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O Stock-based Compensation

CIC has a ralling ten percent stock option plan and under that plan issues stock options to directors,
officers, employees and key consultants from time to time. Options granted may be exercised during a
period not exceeding ten years, subject to earlier termination under various circumstances. The options
are non-transferable. The exercise price may not be less than the minimum price stipulated by applicable
regulators.

CIC uses the Black-Scholes model to estimate a value for these options. This model, and other models
which are used to value options, require inputs such as expected volatility, expected life to exercise and
interest rates. Changes in any of these inputs could cause a significant change in the stock-hased
compensation expense charged in a period.

(m) Goodwill

Goodwill (negative goodwill) arises on the acquisition of subsidiaries, associates and joint ventures.

Goodwill represents the excess of the cost of the acquisition over the Company’s interest in the net fair
value of the identifiable assets, liabilities and contingent liabilities of the acquiree. When the excess is
negative (negative goodwill), it is recognised immediately in profit or loss. Goodwill is measured at cost
less accumulated impairment losses. In respect of equity accounted investees, the carrying amount of
goodwill is included in the carrying amount of the investment.

12 Disclosure of Outstanding Share Data

The following details the share capital structure as at April 13, 2007. These figures may be subject to
minor accounting adjustments prior to presentation in future consolidated financial statements.

14



CIC Energy Corp.
MANAGEMENT S DISCUSSION AND ANALYSIS
For the three months ended February 28, 2007.

Expiry Date Exercise Number Total
price

Common N/A N/A 47,655,111 47,655,111
Shares
Share Options April 17, 2014 $6.90 2,780,000

July 26, 2014 $8.00 850,000

Nov 2, 2014 $8.61 110,000

Dec 22, 2014 $13.15 427,000

Mar 2, 2015 $15.82 352,500 4,519,500
Common shares | July 21, 2007 *$1.11 39,000
issuable upon Aug 31, 2008 $8.06 150,000
exercise of Dec 8, 2014 $11.00 400,000
Warrants Jan 1, 2015 $11.00 650,000

Feb 1, 2015 $11.00 400,000

Mar 1, 2015 $14.00 225,000 1,864,000
Total Fully
Diluted number 54,038,611
of Shares

* Exercise prices shown above are in US Dollars (US$1.00 = CA$1.11 as a July 21, 2006)

Financing Activities

On February 13, 2006, Coal Investment Corp. completed a non-brokered private placement financing of
2,666,666 units at $4.29 (US$3.75) per unit for gross proceeds of $11,448,020 (US$9,999,997.75). Each
unit consisted of one common share and one half of one common share purchase warrant. Each whole
common share purchase warrant entitled the holder to purchase one common share of Coal Investment
Corp. at a price of $6.90 for a period of one year from the listing date of CIC.

On March 13, 2006, Coal Investment Corp. completed a private placement financing of 7,652,200
subscription receipts at $6.90 per subscription receipt with a syndicate of underwriters led by Westwind
Partners Inc. and TD Securities Inc. (the “Agents”). Gross proceeds of the financing totalled $52,800,180.
Each subscription receipt, subject to certain conditions being met, entitled the holder to acquire one
common share of Coal Investment Corp. for no additional consideration. In connection with the financing,
Coal Investment Corp. paid to the Agents a cash commission of 6.0% of the total gross proceeds and
issued broker warrants entitling the Agents to acquire up to 459,132 common shares of CIC at $6.90 per
share on or before March 24, 2007.

Upon conmpletion of the consolidation of Coal Investment Corp. and Ophir, effective March 14, 2006: (i) the
issued and outstanding shares of Coal Investment Corp. and Ophir were exchanged on a one to one basis
for common shares of CIC; and (i) the common share purchase warrants and broker warrants of Coal
Investment Corp. were exchanged on a one to one basis for common share purchase warrants and broker
warrants, respectively, of CIC.

On February 23, 2007, CIC completed the closing of a bought deal private placement with a syndicate of
underwriters led by Westwind Partners Inc., along with Canaccord Capital corp. (the “Underwriters’). The
Underwriters purchased, on a bought deal private placement basis, 2,200,000 common shares of the
Company at a price of $15.00 per share for aggregate gross proceeds of $33,000,000.
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Proceeds from these financings are intended to be used to conduct further drill testing of Mmamabula,
finance a BFS and for general corporate purposes. The ability to develop Mmamabula will depend on the
Company's continued ability to raise necessary equity and/or debt financing and/or enter into joint venture
agreements. If the Company is unable to raise or access the required funds, it may seek strategic
aternatives to develop the Project. The Company remains confident that it will be able to obtain the
necessary financing to develop and operate an integrated mine-mouth power station at the Project.

13 Capital Expenditure on Exploration Properties

EXPLORATION PROPERTIES

Balance at beginning Additions Three months to
of year February 28, 2007
Mmamabula Energy
Project (Botswana) $48,103,307 $5,857,645 $63,960,952

The Company is engaged in the development and operation of the Mmamabula East and Mmamabula
South coal properties located in the Mmamabula coalfield. The total amount includes exploration and
relevant legal costs capitalized ($49,735,757) as well as the cost of purchasing 100% shareholding in
Meepong Resources ($4,225,195).

MINERAL ASSETS

Balance, beginning of Balance,
year Additions end of the period
Mmamabula Mine $3,131,931 $- $3,131,931
Development

Mmamabula Mine Development

CIC and IPR have reached an Understanding in Principle regarding the development of the Mmamabula
coal mine, whereby IPR, through a new holding company to be established, will acquire an indirect 50%
interest in Meepong Resources, CICs Botswana subsidiary which holds the exploration licences for
Mmamabula East and South. Final commercial terms are still being negotiated. $3,131,931 is the value of
project development work, over and above direct exploration costs carried out on the mine project.
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14 Results of Operations

(in thousands of $)

Review of Certain Operating Expenses

Three months to Three months to
February 28, 2007 February 28, 2006
Administration & personnel 1,332 940
expenses
Foreign exchange profit /
(loss) 774 121
Interest received 237 12

CIC s a development stage enterprise and devotes all of its efforts in the development of the Mmamabula
East and Mmamabula South coal fields and to the establishment of mine-mouth power stations that will
supply electricity to the Southern African region. Planned operations have nat yet commenced and
operating revenue has not yet been generated.

The loss for the three month period ended February 28, 2007 was $1,023,738 compared to the loss of
$806,560 for the three month period ended February 28, 1006. The increase in the loss recorded is due to
substantially increased administration and personnel costs as a result of a substantial increase in the
number of management and staff and the need to take on additional office premises. The Company
recorded a loss of $0.02 per share (basic and diluted) for the three month period ended February 28, 2007.

15 Summary of Quarterly Results
Three months | Three months | Three months | Three months | Three months Period from
to February to November to August 31, to May 31, to February March 10,
28, 2007 30, 2006 2006 2006 28, 2006 2005 to
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) November 30,
2005
(audited)
Total
Incomes $231,370 $296,920 $801,008 $6,234 $12,163 $12,568
Net loss $(1,023,738) $(183,775) $(702,445) $(871,098) $(806,560) $(701,024)
Basic and
diluted loss $(0.02) $(0.01) $(0.02) $(0.04) $(0.03) $(0.04)
per share

17




CIC Energy Corp.
MANAGEMENT S DISCUSSION AND ANALYSIS
For the three months ended February 28, 2007.

16 Financial Condition, Cash How, Liquidity and Capital Resources

(in thousands of $)

Cash Flow Highlights

Three month period to Three month period to
February 28, 2007 February 28, 2006
Operating activities (2,627) 1,768
Financing activities 34,616 11,428
Investing activities (6,305) (4,548)
Beginning cash balance 27,911 5,548
Net cash for the period 25,684 8,648
Ending cash balance 53,595 14,196

Operating activities utilized $2,626,809 of cash due to cost of administration and the increase in personnel.

Financing activities generated $34,615,750 as a result of the bought deal private placement in February
2007 and the exercise of 324,669 brokers’ warrants in the reporting period

Investing activities utilized $6,305,181 of cash for the period due to exploration activities on Mmamabula
and the acquisition of SAD-ELEC (cash component $1,046,381)

The Company estimates total expenditure over the next nine months to be less than $35,000,000.
Together with the cash balance of $53,5%4,725 at February 28, 2007, and the gross proceeds of
$9,140,809 from the exercise of agents’ warrants before March 24, 2007, the Company has sufficient
liquidity to sustain development operations for a minimum of nine months from the date hereof and to
financial close; “FHnancial Close” being the time at which the execution of definitive project loan
agreements and the satisfaction and/or waiver of all conditions precedent to the advance of funds
thereunder.

After Financial Close, working capital and capital expenditure for the operations will be financed out of
limited recourse project financing from senior lenders (and equity from equity holders) and thereafter from
the profits of the project companies.

17 Related Party Transactions

Included in the consolidated financial statements are payments made to companies under the control or
significant influence of officers and directors of CIC. These transactions are recorded at the exchange
amount, being the amount agreed to by the parties and are in the ordinary course of business. A summary
of these transactions follows:

18



CIC Energy Corp.
MANAGEMENT S DISCUSSION AND ANALYSIS
For the three months ended February 28, 2007.

Three months to February Three months to February
28, 2007 28, 2006
Administrative services 2 $0,444 $30,864
Consideration paid and accrued to
original shareholders of MRPL.? $ - $4,225,195
a. CIC carries on business outside Canada. CIC purchases administrative, advisory and investor relations

services from a company that shares a common director to assist in fulfilling its ongoing obligations as a reporting
issuer listed for trading on a stock exchange in Canada.

b. The consideration paid to acquire 100% MRPL from the original shareholders in terms of the Shareholders
Agreement.

On August 1, 2005, Coal Investment Corp. entered into an administrative service agreemernt (the
“‘Agreement”) with Tau Capital Corp. (“Tau’); the obligations of such Agreement were adopted by CIC. The
Agreement has an initial term of three years, terminating on July 31, 2008, subject to further renewal by
the parties to the Agreement. The terms of the Agreement required Coal Investment Corp. to pay Tau a
monthly service fee of US$18,000 until the listing of the Company's shares on a Canadian stock exchange.
Subsequert to listing of CIC's shares on the TSX on March 23, 2006, the Agreement provides that Tau
shall be paid a monthly service fee of US$23,000 for administration, advisory and investor relations
services. This agreement can be terminated by CIC giving 180 days written notice. For the three month
period ended February 28, 2007 fees paid to Tau for administrative services were $80,444 (February
2006: $80,864).

18 Events Subsequent to February 28, 2007.

Financing

Al 1,324,755 outstanding agents' and compensation warrants entitling the holder to purchase one
common share at $6.90 until March 23 and 24, 2007 were exercised before due date resulting in gross
proceeds of $9,140,809.50.

19 Risks

The operations of CIC are hightrisk due to the scope, nature and stage of development of the Mmamabula
Energy Project. The following risk factors could materially affect CIC's future operating results and could
cause actual events to differ materially from those described in forward-looking staterments relating to CIC.
CIC may face additional risks and uncertainties other than those listed below, including, risks and
uncertainties that are unknown to CIC or risks and uncertainties that CIC now believes to be unimportart,
which could have a material adverse effect on the business of CIC. If any of the following risks actually
occur, the business, financial condition and/or results of operations of CIC could be negatively affected.

CIC is currently engaged in the potential development of a single substantial integrated mine-mouth coal-

fired power plant, the Mmamabula Energy Project. Due to its envisaged scale, the Project is dependent on
the ahility of CIC to conclude its joint venture arrangements with IPR (which will be integral to negotiating

19



CIC Energy Corp.
MANAGEMENT S DISCUSSION AND ANALYSIS
For the three months ended February 28, 2007.

and obtaining the requisite project funding, putting into place arrangements for the operation and
maintenance of the power plant and concluding a PPA with Eskom), to obtain the requisite project
financing on favourable terms and on a timely basis, to conclude all other necessary agreements, to obtain
all necessary licences, consents, approvals and concessions from the Government of Botswana, and,
ultimately, to operate the mine and the power plant in order to produce the electricity required to be
delivered pursuant to the PPA with Eskom. Eskomiis the only potential power purchaser in the region with
the capacity to purchase all of the power produced by the Project. The loss of certain contracts could have
a material adverse effect on CICs operations and business. The ability to secure such contracts in the
first instance is beyond the control of CIC and, furthermore, due to the planned scale of operations, CIC,
whether directly or indirectly, is dependent on Eskom for the conclusion of a PPA.

Although CIC has entered into a number of memoranda of understanding and heads of agreement
concerning the development of the Project (including a memorandum of understanding with Eskom and a
Heads of Agreement with IPR), if CIC fails to enter into all requisite definitive agreements (including
definitive agreements with IPR), it will be unable to proceed with the development of the Project.

In order to finalize the PPAs with Eskom and BPC and to obtain financing for the Project, certain
concessions may need to be obtained from the Government of Botswana, including tax concessions and
the extension of the prescribed term of the mining licences to be applied for in respect of the Mmamabula
East and Mmamabula South properties such that the licences will terminate no earlier than the expiry of
the PPAs. Failure to obtain the foregoing concessions may have a material adverse impact on the viability
and possible prdfitability of the Project and on CIC's financial condition.

In order to obtain project financing, a fixed price EPC contract will be required to be entered into with a
reputable firm  Due to increased worldwide demand for the construction of power plants, the EPC market
is very competitive, the services of EPC contractors are in short supply and the costs of EPC services
have been increasing. As a result, CIC may not be able to conclude an EPC contract on favourable terms.
In order to proceed with obtaining funding, CIC will be required to negotiate the terms of such EPC
contract in advance and it is likely that the fixed price thereunder will be guaranteed for a limited period of
time. If CICis unable to reach Financial Close within such period, the fixed price of such EPC contract
may have to be re-negatiated, which would likely lead to delays and increased casts, which may, in turn,
adversely affect the ability to proceed with the development of the Project. Lack of capacity in the EPC
market may also lead to delays in the completion of contracts, achieving Financial Close and/or in the
commencement of commercial power production. In order to secure EPC services, CIC may also have to
pay non-refundable deposits in respect of the purchase of long lead-time equipment. In the event that CIC
is nat able to reach Financial Close in the expected time frame, such depasits may be lost, which would
have a negative impact on CIC's financial condition.

The ownership and operation of the proposed power station is dependent on the ability of Meepong
Energy to obtain a Generation Licence, which will be subject to the fulfillment of a number of conditions,
including obtaining the necessary equity and debt financing for the power plant, changes in regulations or
relevart legislation and the discretion of government authorities.  The inability to obtain a Generation
Licence would have a material adverse effect on CIC's operations and business. If such a Generation
Licence is obtained, CIC's prdfits, if any, will be related to the price of electricity that is supplied to Eskom
and BPC under PPAs. The price and amount of power that may be sold under these PPAs is currently
under negotiation and, as such, is uncertain as at the date hereof. The failure to conclude a PPA with
Eskom on favourable terms could result in the Project being commercially unfeasible.
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For the proposed electricity power station to deliver electric power, it will be necessary to construct and
operate new power transmission lines to connect to the Eskom and BPC networks. No assurance can be
given that the optimal power line routing can be established, or that it can be established without incurring
excessive cost. CIC can also not guarantee that Eskom will be able to construct the necessary power
transmission infrastructure in South Africa in time for the Project to commence operations as envisaged.
As well, there is also a dispatch risk for the power that is generated, depending on the current status of the
transmission network and other generation assets on the network. Unavailability of transmission networks
to evacuate the power produced by the power plant, as well as other disturbances on the interconnected
networks in the Southern African Power Pool could reduce the amount of electricity sold and as such
impact on CIC's financial results.

The ability to generate power and to sell the power to Eskom (and to a lesser extent BPC) is dependent on
factors beyond the control of CIC, including, but nat limited to, the completion of the development of the
Project within budget and on schedule.  Anything which adversely affects price and volume (of either coal
or power) and the development of the Project could adversely affect the business, financial condition or
results of operations of CIC.

Credit support may be required from the Government of South Africa and the Government of Botswana in
order to support the financial obligations of each of Eskom and BPC under their respective PPAs. The
inability to obtain such credit support could adversely affect the ability to secure funding for the
Mmamabula Energy Project.

Substantial expenditures are required to establish proven and probable reserves through additional drilling
to determine the optimal extraction method for the coal seas, the beneficiation process needed to
achieve the requisite coal quality and, in the case of new properties, to construct mining and processing
faciliies. There is no assurance that the BFS will be positive and support a decision to develop the
Project.

Development projects have no operating history upon which to base estimates of future cash operating
costs. Particularly for development projects, resource estimates and estimates of cash operating costs are,
to a large extent, based upon the interpretation of geologic data obtained from drill holes and other
sampling techniques, and feasibility studies which derive estimates of cash operating costs based upon
anticipated tonnage and grades of coal to be mined and processed, ground conditions, the configuration of
the coal seams, expected recovery rates of coal from the seams, estimated operating costs, anticipated
climatic conditions and other factors. As a result, it is possible that actual cash operating costs and
economic returns will differ significantly from those estimated for a project prior to production. New mining
operations may experience unexpected problems during the start-up phase and delays in the
commencement of production can occur.

Establishment of a coal reserve and development of a coal mine does not assure a profit on the
investment or recovery of costs. In addition, geological complexity, mining hazards or environmental
damage could greatly increase the cost of operations, and various field operating conditions may adversely
affect the production from a mine. These conditions include delays in obtaining governmental approvals,
licences or consents, or ather geological, engineering and mechanical conditions. While diligent mine
supervision and effective maintenance operations can contribute to maximizing production rates over time,
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production delays from normal field operating conditions cannat be eliminated and can be expected to
adversely affect revenue and cash flow levels to varying degrees.

The Project will be subject to a number of risks and hazards, generally, including adverse environmental
and dimatic conditions, industrial accidents, labour disputes, unusual or unexpected geological conditions,
ground or slope failures, cave-ins, changes in the regulatory regime, natural phenomena, flooding, delays
or failures in obtaining required licences, permits and authorizations, supplies, machinery, equipment or
labour and other risks typically associated with mine development and operations. Unknown factors with
respect to mining conditions and power generation activities are also involved. Existing and future
environmental laws may cause significant additional expenses, capital expenditures, restrictions and
delays in the development and operation of the Project, the extent of which cannot be predicted and which
may well be beyond CIC's capacity to fund. Ervironmental and social impact studies may also be required
for some operations, and significant fines and clean-up responsibilities may be assessed for companies
causing damage to the environment in the course of their activities

Although CIC maintains liability insurance in an amount that it considers consistent with industry practice
for a company in the development stage, the nature of these risks is such that liabilities could exceed
policy limits, in which event CIC could incur significant costs that could have a material adverse effect upon
its financial condition.

Coal mining, coal processing and power production activities of the scale envisaged can be demanding on
water resources. Sulphur content must be reduced in accordance with World Bank emission standards.
The inability to secure access to water and sorbent in sufficient quantities and/or at cost effective prices
may have a negative impact on the Project.

CIC's revenue from operations is expected to be received in South African Rand, while a material portion
of its operating expenses and a material portion of its ongoing capital equipment replacement costs are
expected to be incurred predominantly in foreign currencies. Accordingly, foreign currency fluctuations
may adversely affect CICs financial position and operating results. CIC does nat currently engage in
foreign currency hedging activities for operational purposes or ctherwise. It is possible that significantly
higher inflation in the future in Botswana, without a concurrent devaluation of the Pula against the South
African Rand, and/or the devaluation of the South African Rand against foreign currencies could have a
material adverse effect upon CIC's results of operations and financial condition.

Due to South Aftican statutory limits which limit the amount that a single lender is able to lend to a single
borrower as well as the fact that the Rand market is more limited and less liquid than other “hard currency’
markets, including the US$ market, there is a risk that sufficient Rand to finance the Project may not be
available and that CIC may have to avall itself of alternative funding structures which may increase
transaction costs and add additional complexity and attendant risk to the funding of the Project.

The development of CICs properties and the construction of mining facilities and commencement of
mining operations and the construction of power generation facilities and power transmission and
integration infrastructure and the commencement of power production activities will require substantial
additional financing. There can be no assurance that financing for the Project will be available or, if
available, will be available on favourable terms or in a timely manner. Failure to obtain sufficient financing
when needed will result in a delay or indefinite postponement of development or production on the Project
and will have a material adverse effect on CICs business, financial condition and results of operations.
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The only current source of funds available to CIC is through the issuance of equity or delt, the
monetization of any future development fee that CIC is or may become entitled to or the entering into of
joint venture agreements (such as those contemplated to be entered into with IPR).

CIC's operations and its ability to hold various mineral rights reguire licences, permits and authorizations
and, in some cases, renewals of existing licences, permits and authorizations from various governmental
and quasi-governmental authorities. CIC's ability to obtain, sustain or renew such licences, permits and
authorizations on acceptable terms is subject to changes in regulations and policies and to the discretion
of the applicable governmental and quasi-governmental bodies. No assurance can be given that CICs
properties are not subject to undetected or unregistered interests or claims, whether in contract or tort,
which could be meterial and adverse to it. Additionally, the Project will have significant abandonment and
site restoration obligations.

20 Disclosure Controls and Procedures

Disclosure controls and procedures are designed to provide reasonable assurance that all relevant
information is gathered and reported to senior management, including the Company's Chief Executive
Cificer and Chief Financial Officer, on a timely basis so that appropriate decisions can be made regarding
public disclosure. As at the end of the period covered by this MD&A, management of the Company, with
the participation of the Chief Executive Officer and the Chief Financial officer, evaluated the effectiveness
of the Company's disclosure controls and procedures as required by Canadian securities laws. Based on
that evaluation, the Chief Executive Officer and the Chief Financial Officer have concluded that, as of the
end of the period covered by this MD&A, the disclosure controls and procedures were effective to provide
reasonable assurance that information required to be disclosed in the Company's annual filings and interim
filings (as such terms are defined under Multilateral Instrument 52-109 - Certification of Disclosure in
Issuers’ Annual and Interim Flings of the Canadian Securities Administrators) and cther reports filed or
submitted under Canadian securities laws is recorded, processed, analyzed, summarized and reported
within the time periods specified by those laws and that material information is accumulated and
communicated to management of the Company, including the Chief Executive Officer and the Chief
Financial Officer, as appropriate to allow timely decisions regarding required disclosure.

21 Outlook

During fiscal 2007, CIC intends to cortinue the development of the Project with the intention of reaching
Financial Close and commencing construction of Phase One by Q1/08. In particular, during fiscal 2007 the
Company intends to complete all studies and plans required in connection with the BFS (including EIA
studies, a comprehensive mine plan, a water resource study and a comprehensive financial model), obtain
all requiisite environmental, water supply, mining and generation licences and permits, negotiate and enter
into the PPAs with Eskom and BPC and negotiate and enter into an EPC contract.

22 Additional Information
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Directors and Officers of CIC Energy Corp.

The board of directors of CIC consists of the following individuals: Sandra Cowan, Francis Crothers,
Mandla Gantsho, Reuel Khoza, Gregory Kinross, Deenadayalen Konar, Blackie Marole, and Warren
Newfield. Reuel Khoza and Warren Newfield serve as Co-Chairs of the board of directors.

Senior management of CIC includes. Gregory Kinross as President and Chief Executive Officer, Sue
Myburgh as Chief Financial Officer, and Tore Horvei as Chief Operating Officer.

Registered Head Office

Geneva Place, 2nd Floor

333 Waterfront Drive, Wickham's Cay
Road Town, Tortola, British Virgin Islands
Tel: 212-386-5598

Fax: 212-386-5662

Toll Free: 800-214-7009

Email: info@cicenergy.com

Web: www. cicenergy.com

Investor Relations Enquiries

Erica Belling , CFA, P.Eng.

Tau Capital Corp

110 Sheppard Avenue East, Suite 610
Toronto, Ontario, Canada, M2N 6Y8
Tel: (416) 361-9636

Fax: (416) 361-0330

Email: ebelling@taucapital.com
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Coal Investment Corp. Services
(Proprietary) Limited

Inanda Greens, Ground Floor,
Augusta House, Unit No.6,
Albertyn Street, Wierda Valley
PO Box 784938, Sandton, 2146
South Africa

Tel: 27-11-305-1810

Fax: 27-11-783-2006

Stock Exchange Listings
TSX symbol: ELC
BSE name: CIC ENERGY

Listed in Standard & Poor's
Corporation Records

CUSIP: G2136R



