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

1. Forward-Looking Statements

This management's discussion and analysis ("MD&A") contains certain "forward-looking statements”. Al staterments,
other than statements of historical fact, that address activities, everts or developments that CIC Energy Corp. (‘CIC’ or
the “Company”) believes, expects or anticipates will or may occur in the future are forward-looking statements. These
forward-looking statements reflect the current expectations or beliefs of the Company based on information currently
available to the Company. Such forward-looking statements include, among other things, statements relating to the
Mmamabula Energy Project 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-Hooking 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 complete a positive bankable feasibility study on the Mmamabula Energy Project; failure to
outline additional mineral resources of sufficient grade and/or quality to support the proposed 3,600 MW power station;
the grade, quality and recovery of coal which is mined varying from estimates (the mineral resource figures referred to in
this MD&A are estimates and no assurances can be given that the indicated levels of coal will be produced); fluctuations
in coal and electricity prices; inflation; changes in exchange rates; delays in the development of the Mmamabula Energy
Project caused by unavailahility of equipment, labour or supplies, dimatic conditions or otherwise; delays or failures in
obtaining regulatory permits and/or licences respecting mining, power generation and/or power transmission lines;
availability of water at cost effective prices; inability to enter into a power purchase agreement (“PPA’) and/or
transmission agreement with Eskom or other requiisite agreements; inahility to enter into joint vienture agreements with an
independent power producer and a major mining company to develop and operate the proposed power station and/or
coal mine and/or failure to raise additional funds to finance such development; political risks arising from operating in
Alfrica; or other factors (including exploration, 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, the Company
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 the Company 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.



2. Introduction

Coal Investment Corp. was incorporated on March 10, 2005 under the International Business Companies Act in
the Territory of the British Virgin Islands. CIC 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,
subsequent to the reporting period, 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, Wickham's Cay, Road Town, Tortola, British Virgin Islands. The address for service of CIC in Canada is
at 110 Sheppard Avenue East, Suite 610, Toronto, Ontario, Canada, M2N 6Y8 (Attention: Tau Capital Corp.).

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

CIC Energy Corp.
(British Virgin Islands)

100% ; 100%

1 100%

v
Coal Investment Meepong Energy Meepong Resources
Corp. Services (Proprietary) Limited (Proprietary) Limited

(Proprietary) Limited (Botswana) (Botswana)
(South Africa) [currently Repture 1
Properties (Proprietary)]

See the sections entitled “9. Regulatory’ and “20. Subsequent Events’ regarding the establishment of a third
subsidiary, Meepong Energy (Proprietary) Limited (“Meepong Energy”).

The discussion and analysis of the financial condition of CIC for the six months ended May 31, 2006 should be
read in conjunction with the consolidated financial statements and related notes for CIC and its wholly-owned
subsidiaries, Coal Investment Corp. Services (Proprietary) Limited and Meepong Resources (Proprietary)
Limited (“Meepong Resources”) for the six months ended May 31, 2006. All results prior to March 14, 2006
reflect the operations of Coal Investment Corp.



3. Description of the Business and Summary of Recent Activities

CIC was established to engage in the exploration, development and operation of two greenfields coal properties
located in the Mmamabula Coalfields in southeastern Botswana. The properties are held 100% by CIC's wholly-
owned Botswana subsidiary, Meepong Resources.

The two coal properties are the 50,840 hectare ("ha’) Coal Prospecting Licence No. 11/2004 (‘“Mmamabula
East”) and the 14,000 ha Coal Praspecting Licence No. 75/2002 (‘Mmamabula South’).  Collectively, these two
non-contiguous licence areas are referred to as the “Mmamabula Energy Project’”. Meepong Resources is
currently exploring and developing the Mmamabula Energy Project with the intention of defining coal resources
which may be suitable as thermal coal for an integrated mine-mouth coal-fired power station. Two areas,
namely the Mookane Block and the Dovedale Block (formerly known as the Tuli Block), within Mmamabula East
are the principal focus of exploration by Meepong Resources.

The Southern African region is expecting major peaking power shortages as early as 2007 and major baseload
generation capacity shortages as early as 2011 according to, among others, ABSA Bank of South Africa Limited.
Based on this projected upcoming power deficit, the Southern African regional utilities, including Eskom Holdings
Limited (“Eskom), South Africa’s electrical utility, are promoting new projects and will require additional power to
meet their requirements. To address the projected power shortfall, the Company is currently conducting a
Bankable Feasibility Study (‘BFS’) for an integrated 12 million tonne (“Mt”) per annum coal mine and associated
3,600 mega watt (“MW'’) power station to commence providing electricity to the Southern African power grid in
2011.

CICs principal business objective is to create long term shareholder value through the development and
operation of an integrated mine-mouth power station at the Mmamabula Energy Project. Generation of cash
flow is expected to come from the direct development of this project.

The Mmamabula Energy Project is well-placed to meet the objective of CIC and the project is being pursued at
an accelerated rate. The proposed power station site at the Mmamabula Energy Project is some 80 kmwest of
the Matimba Power Station in South Africa and the site has excellent infrastructure, with proximity to road, rail,
and power.

4. Qualified Persons and Technical Report

Exploration on the Mmamabula Energy Prgject is being conducted under the supervision of Mr. Patrick G.
Cochran. Mr. Cochran, a self-employed Consulting Geologist, independent of CIC, is a registered Professional
Natural Scientist with the South African Council for Natural Scientific Professions and a “Qualified Person’, as
such term s defined in National Instrument 43-101 (“NI 43-101"). Mr. Cochran has reviewed and approved the
technical information in this document.

The Mmamabula Energy Project is the subject of an independent technical report entitled “CIC:. Mmamabula
Coal Project, Project No. J842, Second Technical Report dated February 20, 2006, as amended April 24, 2006’
(the “Technical Report”). The “Qualified Person’, as such term is defined in NI 43-101, responsible for the
preparation of the Technical Report was Mr. Derek J. Loveday, an employee of Snowden Mining Industry
Consultants (“Snowden”). The Technical Report has been filed on the System for Electronic Document Analysis

and Retrieval (“SEDAR”) and may be accessed at www.sedar.com.


http://www.sedar.com

5. Exploration Properties

() Adjacent Properties

The Mmamabula Energy Project is situated within the greater Mmamabula Coalfield in southeastern Botswana.
The Mmamabula Coalfield forms the western extension of South Africa’'s Waterburg Coalfield. No operating
mines have been established to date within the Mmamabula Coalfield. However, the Waterburg Coalfield is host
to South Africa's largest coal mine, the 16 Mt per annum Grootegeluk Colliery, located 64 km east of the
Mmamabula Energy Project and owned by Kumba Resources Limited (‘Kumba’). The Groategeluk Colliery
provides feed for the nearby 3,600 MW Matimba power station, owned and operated by Eskom.

(b) Mmamabula East

The 50,840 ha Mmamabula East coal prospecting licence 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 Meepong
Resources. The coal prospecting licence is valid for a period of three years and prior to the end of 2006,
Meepong Resources intends to apply for a mining licence for Mmamabula East.

Topography on the project area is subdued, with surface elevations varying between 800 and 1,000 m above
mean sea level. The region is semi-arid and is characterized by savannah grasslands, shrubs and trees. The
Serorome River course runs through the licence area. However, this river only flows occasionally during the
rainy season (November to April) and is dry for the remainder of the year. No large dams have been constructed
in the broader project area and no potential exists for large dams. Small dams provide suitable water for
livestock, small-scale irrigation for horticulture and in some cases also serve domestic uses of small villages.

Villages within the area of influence of the Mmamabula Energy Project are Dovedale, Mapashalela, Mookane
and Dibete. In addition, there are several privately owned farms along the eastern frontier in the Dovedale
Block. These villages are almost whally dependent on groundwater which is used for domestic use and stock
watering. Groundwater quality is often deficient, with high salinity and excess concentrations of fluorides,
nitrates, and other harmful elements in some regions. Total dissolved solids are high in most of the Limpopo
river catchments in Batswana, and increased levels of nitrates are occurring near irrigation and within settlement
areas.

Coal mineralization at Mmamabula East occurs 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 Petroleum's
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 informetion as a basis for the funding and implementation of
an infill drilling and sampling program in 2005 and 2006.

The Mmamabula East licence area is divided into the Mookane Block in the west and the Dovedale Block in the
east by a zone of poor quality coal. Phase | drilling completed in February 2006 was concentrated in the
Mookane Block. A Phase Il drilling program, which is concentrated on the Dovedale Block, is currently in
progress and is expected to be complete by the end of July 2006. Resullts of these exploration programs and
the resultant mineral resource estimates for Mmamabula East are discussed in the section ertitled “6.
Exploration”.



() Mmamabula South

The 14,000 ha Mmamabula South coal prospecting licence is located approximately 15 km southwest of
Mmamabula East. The praoperty 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 commencing July
1, 2005 for a period of two years. Mmamabula South expires on June 30, 2007, subject to renewal.

Infrastructure, elevation, topography, fauna, and water are comparable to that described for Mmamabula East
above.

BExploration drilling at Mmamabula South by Meepong Resources as part of the Phase Il exploration program is
described in greater detail in the section entitled “5. Exploration®. This work is designed to provide an initial test
of this portion of the Mmamabula Energy Project, but is not expected to be of a level at which a mineral resource
estimate could be prepared.

6. Exploration

A 31,191 metre (‘m"), 283 hole Phase | diamond drill program was conducted on the Mookane Block of
Mmamabula East from June, 2005 to February, 2006. The results of this drill program, along with those of
exploration by BPCD between 1981 and 1987 on what is now Mmamabula East, were used as the basis for an
initial mineral resource estimate by Snowden for the Mmamabula Energy Project. This initial mineral resource
estimate for the Mookane Block, which was consistent with Management's expectations, is set out in the
Technical Report.

On June 22, 2006, subsequent to the reporting period, CIC announced an updated mineral resource estimate for
the Mookane Block. This updated mineral resource estimate is discussed below in the section entitled “20.
Subsequent Events”.

Following completion of a successful Phase | program, a Phase Il diamond drill program commenced on
February 15, 2006. The Phase Il program is ongoing as of the date hereof and is expected to be complete by
the end of July 2006. The Phase Il program includes ten rigs drilling a planned 25,185 m in 219 holes in the
Dovedale Block at Mmamabula East, as well as a further two rigs drilling a planned 15,450 m in 103 holes at
Mmamabula South.  As of the end of the reporting period a total of 22,243 min 220 holes have been drilled in
the Dovedale Block and 7,839 m in 72 holes have been drilled at Mmamabula South. Phase |l results are
anticipated to be used in the preparation of an initial independent mineral resource estimate for the Dovedale
Block. Results of this mineral resource estimate are expected to be received by CIC in August, 2006.
Mmamabula South is at an earlier stage of exploration than Mmamabula East and the current program is not
expected to result in sufficient information to prepare a mineral resource estimate for Mmamabula South.

Upon completion of Phase Il, a Phase Il drill programis planned to commence on the remainder of Mmamabula
East, with additional holes planned for areas outside of the Mookane and Dovedale Blocks. This drilling will also
be conducted on an infill basis between 500 mand one km of the existing BPCD holes, with a view to achieving
a maximum drillhole spacing of one km in the remainder of Mmamabula East.

7. Bankable Feasibility Study

On May 16, 2006, CIC announced its intention to proceed directly to a BFS for the Mmamabula Energy Project,
rather than completing a Pre-Feasibility Study (‘PFS’) as 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 profile at www.sedar.com


http://www.sedar.com

This decision was made as a result of positive exploration results that indicated that the Mmamabula Energy
Prgject could be expanded by 50% from an approximately 8 Mt per annum coal mine with an associated 2,400
MW power station, to an approximately 12 Mt per annum coal mine with an associated 3,600 MW power station.

The BFS for the Mmamabula Energy Project is anticipated to be completed by December 2006. 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 by Snowden Mining Industry Consultants,

Mine planning by Snowden Mining Industry Consultants,

Power station design and choice of technology by Blacké& Veatch,

Transmission and integrated design by Sad-Elec (Pty) Ltd.,

Water and Environmental Studies by Environmental Resource Managers and Digby Wells and
Associates, and

e Market and Regulatory Studies by Sad-Elec (Pty) Ltd.

A key aspect of the BFS will be the conclusion of a PPA with Eskom, South Africa’s electricity utility, for
substantially all of the power that is planned to be generated by the Mmamabula Energy Project. It is anticipated
that a PPA of this nature would be for a period of 20 years or more. Alternatives or additional power purchasers
may include Botswana Power Corporation (‘BPC’) and various resource groups with major smelting operations;
however, to be able to develop the Mmamabula Energy Project to its maximum potential the project is
dependent on concluding a PPA with Eskom. CIC has a relationship with Eskom through regular project update
sessions, including collaborative transmission and integration studies currently taking place. CIC and Eskom
concluded a confidentiality agreement in January 2006 and a memorandum of understanding in May 2006 (see
section 8. Memorandum of Understanding).

8. Memorandum of Understanding

On May 16, 2006, CIC, Meepong Resources, and Eskom concluded a memorandum of understanding in regard
to the Mmamabula Project. In the terms of the memorandum of understanding, it is envisaged that the majority
of the power generated by the project could be sold to Eskom under a long-term 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.

A Steering Committee has been established to inter alia oversee the progress of the BFS, the Heads of Terms
for a PPA between Eskom and Meepong Energy, and thereafter a definitive PPA between Eskom and Meepong
Energy.

9. Regulatory

CIC's ability to own and operate the power station as an independent power producer (‘IPP") is dependent on its
ability to obtain a licence to generate and supply electricity (a “Generation Licence”) under the Electricity Supply
Act, 1973 (the “ESA’). CIC does nat currently hold a Generation Licence although, Meepong Investments has
received a letter of comfort from the Ministry of Minerals, Energy and Water Resources (Botswana) in respect of
the issuance of a Generation Licence upon satisfying required conditions set under the ESA as well as
demonstrating the competencies and capacities required to design, finance, build and run an electricity power
station as required for electricity generation and any strategic considerations of the Government of Botswana.



Should CIC not secure a Generation Licence allonng it to operate as an IPP, in order to proceed with its plan to
develop the Mmamabula Energy Project, its ability to commercialize the project will be severely constrained.

CIC created Meepong Energy as a separately owned and operated subsidiary that will own and operate the
coal-fired power plant. Meepong Resources will own and operate the coal mining operation. Meepong Energy
and Meepong Resources will enter into an armis-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 or
before completion of the BFS and a PPA with Eskom, CIC intends to conclude a development and operation
agreement with a reputable major mining company and a development and operation agreement with an
independent power producer on a competitive basis for each of the mining subsidiary (Meepong Resources) and
the power plant subsidiary (Meepong Energy), respectively.

10. Appointments

CIC has appainted Clifford Chance Europe LLP (“Clifford Chance”) as Project Finance Counsel.  Clifford Chance
is an international law firm with extensive project finance experience in the energy sector and will assist CIC in
metters related to the completion of the BFS, agreements with governments and power utilities, engineering,
procurement and construction (“EPC") contracts and project financing.

CIC has also appoainted Investec Bank Limited (“Investec’), an international recognized specialist banking group,
as equity advisor. Investec has been appointed in order to assist CIC in expeditiously concluding joint venture
agreements with an IPP and a major mining company; to develop the Mmamabula Energy Project.

CIC has engaged ABSA Bank Limited, the largest banking group in South Africa and a subsidiary of Barclays
Bank PLC, as its financial advisor for the BFS, as well as mandated debt advisor and arranger.

11. Critical Accounting Estimates and Accounting Policies

The consolidated financial statements are prepared by management in accordance with accounting
principles generally accepted in Canada.

(a) 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 dallars using the temporal method. Monetary assets and liabilities denominated in foreign currencies
are translated into Canadian dollars at the year-end exchange rates, while norn-monetary items are translated at
the exchange rate in effect at the transaction date. Income and expense itens 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.



(d) 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 represents 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
witten down. 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 ahility 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.

(e) Income taxes

CIC accounts for income taxes using the asset and liability method. Under the asset and liability method, future
tax assets and liahilities 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 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.

] Use of estimates

The preparation of financial statements in conformity with 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 items subject to such estimates and
assumptions include the carrying amount of property and equipment, exploration properties, valuation
allowances of receivables and stock based compensation. Actual results could differ from those estimates.

(9) Earnings (loss) per share

Earnings (loss) per share (‘EPS’) are calculated using the weighted average number of shares outstanding
during the period. Diluted EPS data is calculated using the treasury stock method. The calculation of diluted
earnings per share assumes that options and warrants with an exercise price lower than the average quoted
market price were exercised at the later of the beginning of the period or time of issue. 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.

(h) Cash

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



(i) Stock-hased compensation

CIC has a rdlling 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 five 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 option pricing 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-based compensation
expense charged in a period.

12. Disclosure of Outstanding Share Data

The following details the share capital structure as at July 13, 2006. These figures may be subject to minor
accounting adjustments prior to presentation in future consolidated financial statements.

Expiry Date Exercise Price Number Total
Common Shares 41,699,021
Share Options April 17,2014  $6.90 3,005,000 3,005,000
Common Shares subject
to Warrants July 21,2007  $1.16* 222,625

Mar 23,2007  $6.90 1,333,333

Mar 23,2007  $6.90 459,132

Mar 23,2009  $2.03* 1,625,000 3,640,090
Total Fully Diluted number of Shares 48,344,111
* Exercise price in US Dollars US$1.00 = CA$1.16; US$1.75 = CA$2.03.

13. Financing

On February 13, 2006, Coal Investment Corp. conmpleted 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 undenwriters led by Westwind Partners Inc. and TD
Securities Inc (the “Agents”). Grass proceeds of the financing totaled $52,800,180. Each subscription receipt,
subject to certain conditions being met, entitled the holder to acquire one common share of Coal Investment
Corp. 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 459,132 shares of CIC at
$6.90 per share on or before March 24, 2007.



Upon completion 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 (ji) 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.

Proceeds from these financings are intended to be used to conduct further drill testing of the Mmamabula
Energy Project, finance a BFS and for management and administrative purposes.

14. Capital Expenditure on Exploration Properties

November 30, 2005 Additions May 31, 2006
(audited) (unaudited)
Mmamabula Energy Project $3,736,109 $10,862,572 $14,598,681
(Botswana)

The total amount includes exploration costs capitalised ($9,977,749) as well as the cost of purchasing 100%
shareholding in Meepong Resources (Pty) Limited ($4,620,932).

15. Selected Annual Information

The folloning table provides a brief summary of the Company's financial data. For more detailed information,
refer to the relevant financial statements.

Six Months to Three Months to Nine Months to
May 31, 2006 February 28, 2006 November 30, 2005
(unaudited) (unaudited) (audited)
Total Revenue $127,444 $133,811 -
Net Loss Before ($1,677,658) ($806,560) ($701,984)
Extraordinary Items
Net Income (Loss) ($1,677,658) ($806,560) ($701,984)
Basic and Diluted ($0.08) ($0.03) ($0.04)
Earnings (Loss) per
Share
Total Assets $74,762,476 $25,347,032 $9,333,158
Total Long-Term - - -
Liabilities
Cash Dividends - - -
Declared per Share

The Company earns interest revenue from cash held in banks and has recorded gains on foreign exchange
transactions. Via Meepong Resources, CIC continued its exploration work on the Mmamabula Energy Project.
Current period operating expenses were higher when compared to the nine months ended Novenber 30, 2005
because the Company has proceeded with hiring of additional staff and has commenced full-scale exploration
work via Meepong Resources on the Mmamabula Energy Project.

The Company has no present intention of paying dividends on its common shares as it anticipates that all
available funds will be invested to finance the growth of its business.
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16. Results of Operations

Review of Certain Operating Expenses

Six Months to Three Months to Nine Months to
May 31, 2006 February 28, 2006 November 30, 2005
(unaudited) (unaudited) (audited)
Administration $1,674,043 $939,990 $464,941
Exploration and $25,433 - -
project evaluation

Administration costs for the six month period to May 31 2006

Audit & Accounting $ 71,128
Insurance $ 84,380
Investor Relations $155,987
Legal Costs $497,843
Management Fee $102,665
Office Rental & Equipment $ 37,780
Salaries $281,562
Travel & Accommodation $210,447

and as well as other extraordinary costs in connection with the consalidation of Coal Investment Corp. and Ophir
to form CIC and the subsequent listing of the common shares of CIC on the TSX.

17. Financial Condition, Cash flow, Liquidity and Capital Resources

(in thousands of $)

Cash Flow Highlights

Six Months to Three Months to Nine Months to
May 31, 2006 February 28, 2006 November 30, 2005
(unaudited) (unaudited) (audited)
Operating activities $(2,839) $1,888 $808
Financing activities $65,132 $11,428 $8,482
Investing activities ($8,543) ($4,668) ($3,742)
Beginning cash -
balance $5,548 $5,547
Net. cash for the $53.750 $8,648 $5,548
period
Ending cash $59,298 $14,196 $5,548
balance
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18. Summary of Selected Quarterly Results

Operating activities utilized $2,838,925 of cash in the six months primarily due to exploration activities on
the Mmamabula Energy Project.

Hnancing activities generated $65,132,709 through the issuance of 10,318,866 common shares through
two private placements of Coal Investment Corp. in the reporting period (see the section entitied 13.
Financing), and the exercise of 2,135,000 broker warrants.
Investing activities utilized $8,543,467 of cash for the year due mainly to expenditure on the Mmamabula
Energy Project, the purchase of 100% of Meepong Resources and the purchase of office furniture and
computer equipment.

Three Months to

Three Months to

Nine Months to

May 31, 2006 February 28, 2006 November 30, 2005
(unaudited) (unaudited) (audited)
Net loss from continued ($871,098) ($806,560) ($701,984)
operation
Basic and diluted loss per ($0.04) ($0.03) ($0.04)

19. 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:

Six Months to Three Months to Nine Months to
May 31, 2006 February 28, 2006  |November 30, 2005
(unaudited) (unaudited) (audited)
Administrative services @ $ 102,665 $80,864 $137,464
Consideration paid and $4,580,052 $4,580,052 $580,000
accrued to original
shareholders of MRPL.P

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.

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

Coal Investment Corporate Services (Proprietary) Limited shares offices with AfriOre (Proprietary)
Limited, the holding companies of both have a common director.

On August 1, 2005, Coal Investment Corp. entered into an administrative service agreement (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
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US$18,000 until the listing of the Company's shares on a Canadian stock exchange. Subsequent 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 the six month period ended May 31, 2006, fees paid to Tau for administrative services
were $102,665.

20. Contractual Obligations

CIC has entered into a number of agreements to purchase specialist financial and technical services (“Purchase
Obligations”).

Total Purchase Obligations to November 30, 2006:  $1,050,436

The above amount includes the monthly obligation of US$23,000 for administrative, advisory and investor
relations services to Tau, which agreement can be terminated by CIC giving 180 days written notice. Al other
agreements may be terminated by CIC on 30 days written notice.

21. Risks

CIC s currently engaged in the development of a single substantial project involving the potential of establishing
and operating a significant coal mine as well as the paossihility of owning and operating one or more associated
and integrated coal fired power plants. Due to the scale of operations envisaged by management, the success of
the Mmamabula Energy Project is dependent on the ability to either produce €electricity from the coal mined, or
sell coal to a power producer. Due to the envisaged size and scale of the project, management is of the view that
the project is dependent on the ability to conclude a PPA with South Africa's state owned utility, Eskom, or,
alternatively, to sell coal to a power producer, who, in turn, has or is able to secure a PPA with Eskom, or to sell
coal to a power plant owned and operated by Eskomitself. In order to develop the Mmamabula Energy Project
to its maximum potential without a PPA with Eskom, the IPP purchasing the coal must have a PPA with Eskom;
otherwise, the scope of the mining operations will be significantly smaller. While other potential power
purchasers exist in the region, Eskom is the only potential power purchaser in the region that would have the
capacity to acquire all the power produced directly or indirectly by the Mmamabula Energy Project and
consequently the success of the project and, in turn, CIC is dependent on the ability to conclude a PPA with
Eskom, which is beyond the control of CIC.

The ability to generate power and sell the power to Eskom or, alternatively, to produce coal and sell such coal to
an IPP is dependent on factors beyond the control of CIC, including, but not limited to, the price and volume of
either coal or power produced and the targeted commercialization date. Anything which adversely affects price
and volume (of either coal or power) and the targeted commercialization date could adversely affect the
business, financial condition or results of operations of CIC.

Coal exploration is highly speculative in nature and involves many risks. Substantial expenditures are required to
establish proven and probable reserves through drilling to determine the optimal extraction method for the coal
seams, the beneficiation process needed to achieve the requisite coal quality and, in the case of new properties,
to construct mining and processing facilities. There is no assurance that coal in sufficient quantities and having
appropriate qualities and/or characteristics suitable for the proposed power station will be discovered or that the
BFS will be positive and support a decision to develop the Mmamabula Energy Project.

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.
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CICs husiness is subject to a number of risks and hazards generally, including adverse ervironmental and
climatic 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 exploration, development and mining operations.

Although CIC maintains liability insurance in an amount that it considers consistent with industry practice for a
company in the exploration and 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.

CIC's ahility to own and operate an electricity power station as an IPP is dependent on its ability to obtain a
generation licence, which will be subject to the fulfillment of a number of conditions. CIC's ability to obtain a
generation licence is also subject to changes in regulations or relevant legislation and is subject to the discretion
of government authorities. The inability of CIC to obtain a generation licence could have a material adverse
effect on its operations and business.

Should CIC successfully secure a generation licence for the production of power fromthe coal it produces, CICs
prafits, if any, will be directly related to the price of electricity it is able to supply to customers, which customer is
primarily envisaged to be Eskom pursuant to a long-term PPA. The price and amount of power that may be sold
under a PPA is beyond the contral of CIC. There is arisk that CIC may not be able to sell all the power that can
be generated by the power station, resulting in reduced income.

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 Southern African power grid. No assurance can be given that the
optimal power line routing can be established, or that it can be established without incurring excessive cost. 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 grid could reduce the amount of electricity sold and as such impact on CICs
financial returns.

CICs prfits, if any, to be derived from its mining operations will be directly related to the volume and price of
coal sold. If realized coal prices fall below the full cost of production and remain at such level for any sustained
period, CIC will experience losses.

Coal mining, coal processing and power production activities of the scale envisaged by CIC can be demanding
on water resources. The inability to secure access to sufficient water or, alternatively, to secure sufficient water
at cost effective prices may have a negative impact on CIC's future profits.

All phases of the coal mining and power production business are subject to environmental regulation pursuant to
a variety of local laws and regulations. Existing and possible future environmental and social impact legislation,
regulations and actions could cause significant expense, capital expenditures, restrictions and delays in CICs
activities, the extent of which cannot be predicted and which may well be beyond its capacity to fund.
Environmental laws are becoming more actively enforced. Ervironmental and social impact studies may 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.

CICs revenue from operations is expected to be received in South African Rand or United States Dallars,

depending on customer requirements, while most of its operating expenses are expected to be incurred
predominantly in Botswana Pula. Accordingly, foreign currency fluctuations may adversely affect CIC's financial
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position and operating results. CIC does not currently engage in foreign currency hedging activities for
operational purposes or otherwise. It is passible that significantly higher inflation in the future in Botswana,
without a concurrent devaluation of the local currency against the South African Rand or United States Dollars,
could have a material adverse effect upon CIC's results of operations and financial condition.

The exploration and development of the Mmamabula Energy Project and the construction of mining facilities and
commencement of mining operations and the construction of power generation facilities and power transmission
and integration infrastructure (Where applicable) and the commencement of power production activities will
require substantial additional financing. Failure to obtain sufficient financing will result in a delay or indefinite
postponement of exploration, development or production on any or all of CICs properties or even a loss of a
property interest. The only sources of funds now available to CIC are through the sale of equity capital, sale of
properties, issuance of debt or the entering into of joint ventures. Additional financing may not be available when
needed or, if available, the terms of such financing might not be favourable to CIC and might involve substantial
dilution to existing shareholders. Failure to raise capital when needed would have a material adverse effect on
CIC's husiness, financial condition and resullts of operations.

CIC's operations and its ability to hold various mineral rights require 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 CIC's properties are not subject
to prior unregistered agreements or interests or undetected claims or interests which could be material and
adverse to it. Additionally, mineral properties may carry with them significant development costs and
abandonment and site restoration obligations for which CIC may or will become responsible in the future.

22. Subsequent Events

(@) Botswana Stock Exchange Listing

On June 5, 2006, the common shares of CIC were listed for trading on the BSE under the name “CIC ENERGY".
This secondary exchange listing will complement CIC's existing TSX listing and will serve as a platform for
trading of CIC's shares in Africa.

(b) Settlement of Highland Star Group Dispute

On April 24, 2006, CIC announced that it had been served with an application for injunctive relief issued in
Botswana by the “Highland Star Group” (‘HSG') against Meepong Investments, CIC, Meepong Resources, and
the original shareholders of Meepong Investments. This proceeding was a continuation of the dispute which was
previously disclosed in the information circular of Ophir dated February 1, 2006.

On June 12, 2006, CIC announced that a settlement was reached in the dispute between the HSG and Meepong
Investments, CIC, Meepong Resources, and the original shareholders of Meepong Investments.

Based on advice furnished by legal counsel, CIC remained confident that the HSG claims were unfounded and
without merit both in fact and in law. Nevertheless, the Board of Directors decided that the rapid settlement of
this matter was in the best interest of CIC. Without resolution to the dispute, it would be difficult to complete the
project financing within CIC's planned timeframe, as counsel had advised CIC that it could take up to 24 months
for the dispute to be finally resolved through the Botswana courts. Under the terms of the settlement, CIC paid
the HSG a total of US$18,500,000. This payment will be capitalized to exploration properties.
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() Updated Resource Estimate, Coal Quality & Washability Studies

On June 22, 2006, CIC announced an updated independent mineral resource estimate for the Mookane Block of
the Mmamabula Energy Project of 652.59 Mt of coal in the measured and indicated categories and 5.09 Mt in
the inferred category (see table below). The measured and indicated categories consist of 383.54 Mt for the D1
seam and 269.05 Mt for the M2 seam; the inferred resource is for the D1 seam only. This updated mineral
resource estimate was prepared as at June 7, 2006 by Snowden. 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.

D1 + M2 Seams Total Mineral Resource Estimate

Category Area Tonnage
(ha) (Mt)
Measured 4,902 597.07
Indicated 572 55.52
Measured + Indicated (total) 5,474 652.59
Inferred 54 5.09
D1 Seam Mineral Resource Estimate
Category Area Average Width Tonnage
(ha) (m) (Mt)
Measured 4,048 5.93 355.79
Indicated 311 5.73 27.75
Measured + Indicated (total/average) 4,359 5.91 383.54
Inferred 54 5.54 5.09
M2 Seam Mineral Resource Estimate
Category Area Average Width Tonnage
(ha) (m) (Mt)
Measured 4,902 3.40 241.28
Indicated 572 3.33 27.77
Measured + Indicated (total/average) 5,474 3.39 269.05

A sensitivity analysis for a selective mining option of the D1 seam, termed the D1S horizon, was also prepared.
This D1S hoarizon is equivalent to the D1IM horizon reported in the initial mineral resource estimate for the
Mookane Block. The mineral resource estimate for the D1S horizon consists of 310.27 Mt in the measured and
indicated categories and 4.14 Mt in the inferred category (see table below). This select horizon, which
represents the optimal mining horizon within the D1 seam, and which is conducive to conventional underground
bord and pillar CM, is based on leaving at least one metre of roof coal to ensure roof stability and, where
present, poorer quality floor and additional roof coal.

D1S Horizon Mineral Resource Estimate

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

Snowden has concluded that coal from the Mookane Block is suitable for steam-producing thermal power
generation, with raw coal calorific values (‘CV") of approximately 22 mega joules per kilogram (‘MJ/kg") for the
D1S horizon and 23 MJ/kg for the M2 seam. Ash contents are approximately 21 to 23%. Washability studies for
both the D1 and M2 seams indicate that washing is an effective method of reducing the sulphur content of the
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coal from 1.5 to 2%6to approximately 0.5% at a cut point density of 1.8 g/crr®, without adversely effecting overall
product yields. Ongoing studies by CIC are examining partially washing sized coal as an alternative method of
bringing sulphur contents to internationally accepted levels.

The updated mineral resource estimate has moved over 90% of the Mookane Block mineral resource estimate
into the measured category. These mineral resources, along with those in the indicated category, will be used
for the Mookane Block in the BFS.

The “Qualified Person’, as such term is defined in NI 43-101, responsible for the preparation of the updated
mineral resource estimate for the Mookane Block, as well as other technical information referred to in this
section of the MD&A, is Mr. Derek J. Loveday (B.Sc. Hons., Geology). Mr. Loveday is a registered Professional
Natural Scientist with the South African Council for Natural Scientific Professions and is an employee of
Snowden. Snowden is currently preparing a NI 43-101- technical report, which is expected to be filed on
SEDAR.

Additional information with respect to the updated mineral resource estimate is set out in the Company's press
release dated June 22, 2006.

(d) Establishment of Meepong Energy

As of the end of the reporting period Repture 1 Properties (Proprietary) was incorporated in Botswana as a
100% owned subsidiary of CIC. An application for name change to Meepong Energy is currently pending.
Meepong Energy is the vehicle through which CIC intends to obtain the requisite approvals and licences to
develop and operate the power station.

23. Outlook

CIC will continue to explore Mmamabula East and Mmamabula South in the coming quarter.  Coincident with
exploration activities, the Company intends to focus on the BFS, as well as further pursue legal, commercial and
regulatory issues that include a PPA with Eskom, progressing negotiations to secure an agreement with an
independent mine operator, progressing negatiations to secure an agreement with an IPP, obtaining a mining
licence, obtaining a power generation licence, and continuing EPC arrangements for the construction of a power
station.

24. Additional Information

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 Jethro Khoza, Gregory Kinross, Deenadayalen Konar, Blackie Marole, Elvidge Mhlauli and
Warren Newfield. Reuel Jethro 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 Francois Badenhorst as Chief Operating Officer.

A profile of each of these individuals (including their occupations for the previous five years) is set out in the

Management Information Circular of Ophir dated February 1, 2006, as filed with the Canadian Securities
Administrators on the System for Electronic Document Analysis and Retrieval (SEDAR).
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Registered Head Office

Geneva Place, 2nd Floor

333 Waterfront Drive, Wickharms Cay
Road Town, Tortola, British Virgin Islands
Tel: 212-386-5496

Fax: 212-386-5425

Email: info@cicenergy.com

Web: www. cicenergy.com

Investor Relations Enquiries

c/o Tau Capital Corp

110 Sheppard Avenue East, Suite 610
Toronto, Ontario M2N 6Y8

Canada

Attention: Fiona Childe

Tel: (416) 361-9636

Fax: (416) 361-3153

Email: fchilde@taucapital.com

Coal. Investment Corp.
(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 Listing
TSX symbol: ELC
BSE name: CIC ENERGY

Listed in Standard & Poor's Corporation Records

CUSIP: G2136R
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