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TSODILO RESOURCES LIMITED
NOTICE OF ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS

NOTICE IS HEREBY GIVEN that an annual and special meeting (the “Meeting”) of the shareholders of Tsodilo
Resources Limited (the “Corporation”) will be held at the Latham Hotel, 3000 M. Street, N.W., Washington, D.C.
on Thursday, the 18th day of August, 2005, at 10:00 a.m. (EST), for the following purposes:

(a) To receive and consider the consolidated financial statements of the Corporation for the year ended March
31, 2005 and the report of the auditors thereon;

(b) To elect directors of the Corporation for the ensuing year;

(©) To appoint PricewaterhouseCoopers LLP, Chartered Accountants, as auditors of the Corporation for the
current year and to authorize the directors to fix their remuneration;

(d) To consider a resolution reserving an additional 539,750 common shares for the granting of stock options
under the Corporation’s Share Option Plan; and

(e) To transact such other business as may properly come before the Meeting or any adjournment thereof.
This notice is accompanied by a form of proxy and a management information circular of the Corporation.

References in this Notice and in the accompanying Circular to the “Corporation” or “Tsodilo” shall include, where
the context requires, Tsodilo Resources Limited together with its subsidiaries.

Shareholders are entitled to vote at the Meeting or any adjournment thereof either in person or by proxy. Those who
are unable to attend the Meeting or any adjournment thereof in person are requested to complete, sign and return the
enclosed form of proxy to the Corporation’s transfer agent at the address indicated on the enclosed envelope. To be
valid, proxies must be deposited with the Corporation’s transfer agent not later than the close of business on
the business day preceding the day of the Meeting or any adjournment thereof. A completed form of proxy
may also be deposited with the Chairman of the Meeting immediately prior to the commencement of the
Meeting or any adjournment thereof.

Dated at Toronto, Ontario on the 1% day of July, 2005.

By Order of the Board of Directors

“Christopher Jennings”
(Signed) Christopher M.H. Jennings
Chairman




TSODILO RESOURCES LIMITED
MANAGEMENT INFORMATION CIRCULAR

Solicitation of Proxies

This management information circular is furnished in connection with the solicitation of proxies by the
management of TSODILO RESOURCES LIMITED (the “Corporation”) for use at the Annual and Special
Meeting of Shareholders (the “Meeting”) of the Corporation to be held at the time and place and for the
purposes set forth in the accompanying Notice of Annual and Special Meeting. References in this management
information circular (the “Circular”) to the Meeting include any adjournment thereof. It is expected that the
solicitation will be primarily by mail, but proxies may also be solicited personally by regular employees of the
Corporation. The cost of solicitation will be borne by the Corporation. In fiscal 2005, the Company’s functional
and reporting currency was changed to United States dollars and all amounts stated are in United States dollars
unless otherwise stated. Except where otherwise stated, the information set forth herein is given as of July 1, 2005.

Appointment and Revocation of Proxies

The persons named in the enclosed form of proxy are officers of the Corporation. A shareholder wishing to
appoint some other person, who need not be a shareholder, to represent the shareholder at the Meeting may
do so by inserting such person's name in the blank space provided in the enclosed form of proxy or by
completing another proper form of proxy. To be valid, proxies must be deposited with the Corporation's
transfer agent at the address indicated on the enclosed envelope not later than the close of business on the
business day preceding the day of the Meeting, or with the Chairman of the Meeting immediately prior to the
commencement of the Meeting, otherwise the instrument of proxy will be invalid.

A proxy given pursuant to this solicitation may be revoked by instrument in writing, including another proxy
bearing a later date, executed by the shareholder or by the shareholder’s attorney authorized in writing and deposited
either at the registered office of the Corporation or its transfer agent at any time up to and including the last business
day preceding the date of the Meeting or with the Chairman of the Meeting on the date of the Meeting or in any
other manner permitted by law.

Exercise of Discretion by Proxies

The persons named in the enclosed form of proxy will vote the shares in respect of which they are appointed
in accordance with the direction of the shareholders appointing them. In the absence of such direction, such
shares will be voted in favour of the passing of all the resolutions described below. The enclosed form of
proxy confers discretionary authority upon the persons named therein with respect to amendments or
variations to matters identified in the Notice of Annual and Special Meeting and with respect to other matters
which may properly come before the Meeting. At the time of printing of this Circular, management knows of no
such amendments, variations or other matters to come before the Meeting. However, if any other matters, which
are not now known to management, should properly come before the Meeting, the proxy will be voted on
such matters in accordance with the best judgment of the named proxies.

Voting by Non-Registered Shareholders

Only registered shareholders or the persons they appoint as their proxies are permitted to vote at the Meeting.
However, in many cases, shares of the Corporation are beneficially owned by non-registered shareholders who hold
their shares through a nominee such as a bank, trust company or securities broker, or through a clearing agency,
such as Canadian Depository for Securities Limited (or CDS), in which the nominee is a participant.

Under Canadian securities laws, nominees are required to seek voting instructions from non-registered shareholders,
unless the shareholder has waived the right to receive proxy materials. Generally, nominees will send to their non-
registered shareholders either a request for voting instructions or a proxy form, to permit the non-registered
shareholders to vote their shares.



Each nominee has its own procedures that must be carefully followed. If a non-registered shareholder wishes to
vote at the Meeting by proxy, the non-registered shareholder must follow the instructions of their nominee,
including those regarding when and where the voting instructions or proxy form is to be delivered. If a non-
registered shareholder wishes to vote at the Meeting in person, the non-registered shareholder should appoint
themselves as a proxyholder by striking out the printed name in the request for voting instructions or proxy form and
inserting their own name in the space provided, and otherwise following the instructions of their nominee.

Interest of Certain Persons in Matters to be Acted Upon

To the knowledge of the directors and officers of the Corporation, no person who has been a director or executive
officer of the Corporation at any time since the beginning of the Corporation’s last fiscal year, or any proposed
nominee of management of the Corporation for election as a director of the Corporation, nor any associate or
affiliate of the foregoing persons, has any material interest, direct or indirect, by way of beneficial ownership or
otherwise, in matters to be acted upon at the Meeting.

Securities and Principal Holders Thereof

As at the date hereof, 10,723,336 common shares of the Corporation are issued and outstanding. Each common
share entitles the holder thereof to one vote on all matters to be acted upon at the Meeting. The record date for the
determination of sharcholders entitled to receive notice of the Meeting has been fixed at July 18, 2005. In
accordance with the provisions of the Business Corporations Act (Yukon), the Corporation will prepare a list of
holders of common shares as of such record date. Each holder of common shares named in the list will be entitled to
vote the common shares shown opposite his or her name on the list at the Meeting, except to the extent that (a) the
shareholder has transferred any of his or her shares after the record date, and (b) the transferee of those shares
produces properly endorsed share certificates or otherwise establishes that he or she owns such shares, and demands,
not later than ten days prior to the Meeting, that his or her name be included in the list of persons entitled to vote at
the Meeting, in which case the transferee is entitled to vote his or her shares at the Meeting.

To the knowledge of the directors and officers of the Corporation, the only persons, firms or corporations that
beneficially own, directly or indirectly, or control or direct, voting securities of the Corporation carrying 10% or
more of the voting rights attached to any class of voting securities of the Corporation as of the date of this Circular
are as follows:

Percentage of
Name of Shareholder Common Shares Outstanding
Number of Common Shares

James Michael Bruchs 2,540,183 23.69%
Firebird Global Master Fund, Ltd. 1,410,322 13.15%

Particulars of Matters to be Acted Upon

1. Election of Directors

Four directors will be elected at the Meeting and unless authority to do so is withheld, the persons named in
the enclosed form of proxy intend to vote for the election of the nominees whose names are set forth below.
Management does not contemplate that any of the nominees will be unable to serve as a director but if that
should occur for any reason prior to the Meeting, it is intended that discretionary authority shall be exercised
by the persons named in the enclosed form of proxy to vote the proxy for the election of any other person or
persons in place of any nominee or nominees unable to serve.

The statement as to the shares of the Corporation beneficially owned or over which control or direction is exercised
by the nominees for election as directors hereinafter named is in each instance based upon information furnished by
the person concerned as of the date of this Circular.



Name and Position with the Number of Common
Corporation and Province or Present Occupation if Shares Beneficially
State and Country of Different From Office Director Since Owned, Controlled or
Residence Held Directed
Mr. James M. Bruchs Officer of Corporation 2002 2,540,183
Director, President and Chief
Executive Officer
Gaborone, Botswana
(©)C))
Mr. Patrick C. McGinley Attorney-at-Law 2002 231,706
Director Washington, D.C.
Washington, D.C.
United States
2)3)4)
Mr. R. Stuart Angus Managing Director — Mergers 2004 22,321
Director & Acquisitions
Vancouver, British Columbia Endeavor Financial Corp.
g)e(lf)lada (financial advisory services)
John R. Redmond Real Estate Developer New 1,004,197
Director
Potomac, Maryland
(1) Each of the foregoing individuals has held the present principal occupation or other office or position with
the same firm set out opposite his name for the past five years, except for:
. Mr. Bruchs who, between May 2000 and July 2002, was Managing Director, Voyager Petroleum
International Ltd.
. Mr. Angus who, prior to July 2003, was a partner in Fasken Martineau DuMoulin LLP (law firm)

and, prior to February 2001, was a partner at Stikeman Elliott LLP (law firm). Mr. Angus is also a

director of other public companies including Bema Gold Corporation.

2) Member of the Audit Committee.

3) Member of the Compensation Committee.

4) Member of the Corporate Governance Committee.

Each director elected will hold office until the close of business of the first annual meeting of shareholders of the
Corporation following his election unless his office is earlier vacated in accordance with the Corporation's by-laws.




2. Appointment of Auditors

Unless authority to do so is withheld, the persons named in the enclosed form of proxy intend to vote for the
appointment of PricewaterhouseCoopers LLP, Chartered Accountants, as the auditors of the Corporation, to
hold office until the next annual meeting of shareholders, at a remuneration to be fixed by the directors.

3. Increase in the Number of Common Shares Available Upon Exercise of Stock Options

The Corporation grants options under the Corporation’s stock option plan (the “SOP”) to attract, retain and motivate
directors, officers, key employees and consultants and to advance the interests of the Corporation by providing such
persons with the opportunity, through share options, to acquire an increased proprietary interest in the Corporation.

The Board of Directors has approved an amendment to the SOP, subject to approval of the shareholders as required
under the rules of the TSX Venture Exchange (the “Exchange”), to increase the maximum number of common
shares issuable under the SOP by an additional 539,750 common shares. Approximately 15.00% of the outstanding
common shares of the Corporation will be subject to outstanding options or will be available for future option grants
after the proposed amendment. The proposal to increase the number of common shares available under the SOP is
to ensure that the Corporation can continue to provide competitive long-term incentive awards.

The following table specifies the number of common shares of the Corporation that may be subject to option grants
before and after the proposed increase, as at the date of this Circular:

Common Shares Common Shares Maximum
Subject to Available for Future Common Shares
Outstanding Options'” Option Grants Subject to
Option Grants
Currently Approved 905,000 163,750 1,068,750
Proposed Increase ™~ | amemem- 539,750 539,750
Total 905,000 703,500 1,608,500
% of Common Shares 8.44% 6.56% 15.00%
(1) All of these common shares relate to options granted under the SOP.

The form of resolution to approve the proposed amendment to the SOP is set out below as follows:
RESOLVED that:

1. the number of common shares of the Corporation reserved for issuance under the Stock Option Plan of the
Corporation be increased by an additional 539,750 common shares, so that the maximum number of
common shares issuable thereunder shall be 1,608,500 common shares;

2. any officer of the Corporation be and is hereby authorized to execute and deliver for and on behalf of the
Corporation all such documents and to do such other acts as such officer may determine necessary or
advisable to give effect to the foregoing, such determination to be conclusively evidenced by execution and
delivery of any such documents or instruments and the taking of any such actions.

The resolution to approve the proposed amendment must be passed, with or without amendment, by not less than a
simple majority of the votes cast by sharcholders who vote in respect thereof. The Board of Directors believes
that the resolution is in the best interests of shareholders and therefore unanimously recommends that
shareholders vote FOR the resolution.

Securities Authorized for Issuance under Equity Compensation Plans

The following table discloses the equity compensation plan information as at the end of the Corporation’s most
recently completed financial year.



Number of securities to

be issued upon exercise

of outstanding options,
warrants and rights

Weighted-average
exercise price of
outstanding options,
warrants and rights

Number of securities
remaining available for
future issuance under
equity compensation

(US$) plans (excluding
Plan Category securities reflected in
column (a))
Equity compensation 905,000 $.50 163,750
plans approved by
securityholders
Equity compensation NIL -- --
plans not approved by
securityholders
Total 905,000 $.50 163,750

Statement of Executive Compensation

1. Summary Compensation Table

The following table contains information about the compensation earned by the Corporation's President and Chief
Executive Officer, the two individuals who served as the Corporation’s Chief Financial Officer and Corporate
Secretary during the fiscal year ending March 31, 2005 and the Corporation’s other most highly compensated
executive officers (collectively, the “Named Executive Officers™) for services rendered during the Corporation’s
three most recently completed fiscal years. All compensation figures are reported in US dollars unless otherwise

stated.




Summary Compensation Table

Annual Compensation Long — Term All Other
Compensation Compen-
sation
Salary Bonus | Other Annual Securities (USY)
(US$) (USS) | Compensation | Under Options/
Name and Principal Fiscal (US9) SARs Granted
Position Year #
James M. Bruchs 2005 $90,000 NIL NIL 100,000 NIL
President and Chief 2004 $81,000 NIL NIL 100,000 NIL
Executive Officer 2003 $54,000 NIL NIL 150,000 NIL
[¢))
Stephen Woodhead 2005 NIL NIL $17,762 25,000 NIL
Chief Financial Officer 2004 $48,600 NIL NIL NIL NIL
and Corporate Secretary | 2003 $45,000 NIL NIL NIL NIL
2)
L. Kirk Boyd 2005 $9,779 NIL NIL 10,000 NIL
Chief Financial Officer ®
and Corporate Secretary
Andrew E. Moore 2005 $52,000 NIL $5,688 50,000 NIL
Vice President, 2004 $72,000 NIL NIL 100,000 NIL
Exploration 2003 $49,500 NIL NIL 150,000 NIL
()
Peter W.A. Walker 2005 $32,500 NIL NIL 35,000 NIL
Vice President, 2004 NIL NIL NIL 10,000 NIL
Exploration ©)
(1) Effective July 1, 2002, Mr. Bruchs assumed the position of President and Chief Executive Officer of the

2)

3)

Corporation with a gross monthly remuneration of $6,000, including $2,500 paid by Newdico (Proprietary)
Limited (“Newdico”). Currently, Newdico is beneficially held as to 81% by the Corporation and 19% by
Trans Hex Group Limited (“Trans Hex Group”). In October 2003, Mr. Bruchs’ monthly remuneration was
fixed at $7,500 per month, including $3,000 paid by Newdico as of January 1, 2004. Effective January 1,
2005, Mr. Bruchs’ salary was fixed by the board of directors at $9,167 per month of which $3,000 is
attributed to the Corporation’s Newdico subsidiary. Mr. Bruchs was reimbursed by the Corporation for all
travel, hotel and other out-of-pocket expenses reasonably incurred by him in relation to the performance of
his duties.

Effective July 1, 2002, Mr. Woodhead assumed the position of Chief Financial Officer and Corporate
Secretary with a gross monthly remuneration of $5,000. In October 2003, Mr. Woodhead’s monthly
remuneration was fixed at $3,190. In fiscal year 2005, Mr. Woodhead assumed a part-time position with
the firm. Mr. Woodhead’s employment with the Corporation terminated January 1, 2005. Mr. Woodhead
was reimbursed by the Corporation for all travel, hotel and other out-of-pocket expenses reasonably
incurred by him in relation to the performance of his duties.

Effective January 1, 2005, Mr. L. Kirk Boyd assumed the position of Chief Financial Officer and Corporate
Secretary. As of May 1, 2005, Mr. Boyd’s gross monthly remuneration was $4,000. Mr. Boyd was




(4)

)

2.

reimbursed by the Corporation for all travel, hotel and other out-of-pocket expenses reasonably incurred by
him in relation to the performance of his duties.

Effective July 1, 2002, Dr. Moore assumed the position of Vice President, Exploration of the Corporation
with a gross monthly remuneration of $5,500, including $3,000 paid by Newdico. Currently, Newdico is
beneficially held as to 81% by the Corporation and 19% by Trans Hex Group. In October 2003, Dr.
Moore’s monthly remuneration was fixed at $6,500 per month, including approximately $3,500 - $4,000, as
a result of currency fluctuations, being paid by Newdico as of April 1, 2003. The salary figure for 2005
represents payments made through August 2004. Dr. Moore’s employment with the Corporation
terminated August 31, 2004. Dr. Moore was reimbursed by the Corporation for all travel, hotel and other
out-of-pocket expenses reasonably incurred by him in relation to the performance of his duties.

Effective September 1, 2004, Mr. Walker assumed the position of Vice President, Exploration of the
Corporation with a gross monthly remuneration of $6,500, including approximately $3,500 - $4,000, as a
result of currency fluctuations, being paid by Newdico with the balance being paid by the Corporation’s
Botswana subsidiary, Gecwihaba Resources (Proprietary) Limited. Mr. Walker was reimbursed by the
Corporation for all travel, hotel and other out-of-pocket expenses reasonably incurred by him in relation to
the performance of his duties.

Stock Options

The following table provides details on stock options granted to the Named Executive Officers during the fiscal year
ended March 31, 2005 under the terms of the Corporation’s SOP.

Option Grants During the Most Recently Completed Fiscal Year

Name Securities % of Total | Exercise Price | Market Value of | pypiration Date”
Under Options (US$/Security) Securities
Options Granted to Underlying
Granted Employees Options on the
(#)(” in Fiscal Date of Grant
Year (US$/Security)
James M. Bruchs 50,000 13.3% $0.57 $0.40 August 31, 2009
President and Chief 50,000 13.3% $1.54 $1.54 January 3, 2010
Executive Officer
Stephen Woodhead 25,000 6.66% $0.56 $0.52 June 30, 2009
Chief Financial Officer
and Corporate Secretary
L. Kirk Boyd 10,000 2.60% $1.54 $1.54 January 3, 2010
Chief Financial Officer
and Corporate Secretary
Andrew E. Moore NIL -- -- -- --
Vice President,
Exploration




Peter W.A. Walker 10,000 2.60% $0.57 $0.40 August 31, 2009
Vice President, 25,000 6.66% $1.54 $1.54 January 3, 2010
Exploration

(1 Securities under options granted refer to the Corporation’s common shares.

2) Unexercised options are subject to early expiration upon the resignation of the optionee or other termination

of employment of the optionee with the Corporation or its affiliates and on the optionee’s retirement or

death.

The following table provides detailed information regarding options exercised by the Named Executive Officers
during the fiscal year ended March 31, 2005. In addition, details on remaining options held are provided.

Aggregated Option Exercises During the Most Recently Completed Fiscal Year and Fiscal Year-End Option/SAR

Values
Name Securities Aggregate Unexercised Options at Value of Unexercised in-the-
Acquired on Value Fiscal Year End Money Options at Fiscal Year
Exercise” (#) Realized End®®
(USS)
Exercisable Unexer- Exercisable Unexer-
#) cisable (#) (US9) cisable (US$)
James M. Bruchs NIL NIL 275,000 75,000 $453,750 $123,750
President and Chief
Executive Officer
Stephen Woodhead NIL NIL NIL NIL NIL NIL
Chief Financial Officer
and Corporate Secretary
L. Kirk Boyd NIL NIL 2,500 7,500 $4,125 $12,375
Chief Financial Officer
and Corporate Secretary
Andrew E. Moore, Vice NIL NIL NIL NIL NIL NIL
President, Exploration
Peter W.A. Walker NIL NIL 26,250 18,750 $43,312 $30,937
Vice President, Exploration
(1) Securities under options granted refer to the Corporation's common shares.

2) Based on the closing price of the common shares on the TSX Venture Exchange on March 31, 2005 of

$1.65 (C$2.01).




3) Unexercised options are subject to early expiration upon the resignation of the optionee or other
termination of employment of the optionee with the Corporation or its affiliates and on the optionee's
retirement or death.

3. Other Compensation Matters

There were no long-term incentive awards made to the Named Executive Officers of the Corporation during the
fiscal year March 31, 2005. There are also no pension plan benefits in place for the Named Executive Officers.

4, Employment Contracts

On January 1, 2005, the Corporation entered into an Employment Agreement with its President and Chief Executive
Officer, James M. Bruchs, for an indefinite term for a salary of $110,000 per year and the granting of 50,000 stock
options per year commencing as of January 1, 2005 at an exercise price equal to 100% of the fair market value of the
common stock on the close of business on the day before the first business day in January. The options shall have a
term of five years from the date of grant and shall be subject to the usual terms and conditions of options issued
pursuant to and in accordance with the SOP. In addition to salary, Mr. Bruchs is entitled to a housing allowance of
$18,000 per year in the event his actual cash salary payments in any previous calendar year as of January 1, 2004 is
less than or equal to 60% of his fixed salary. Under this provision, Mr. Bruchs is entitled to the housing allowance
for fiscal 2005, which has not been paid.

5. Compensation of Directors

(A) Standard Compensation Arrangements

Save and except through the granting of stock options, the directors of the Corporation were not compensated in
their capacity as directors of the Corporation and its subsidiaries during the fiscal year ended March 31, 2005
pursuant to any standard compensation arrangement.

(B) Other Arrangements

Save and except through the granting of stock options, the directors of the Corporation were not compensated in
their capacity as directors of the Corporation and its subsidiaries during the fiscal year ended March 31, 2005
pursuant to any other arrangement or in lieu of any standard compensation arrangement. An aggregate of 300,000
stock options were granted to four directors (Dr. Jennings and Messrs. Bruchs, McGinley and Angus) of the
Corporation during fiscal 2005, compensating Mr. Bruchs not only in his capacity as director but also in his capacity
as an executive officer of the Corporation. See “Long Term Compensation Plans”.

(©) Compensation for Services

None of the directors of the Corporation were compensated for services rendered to the Corporation and its
subsidiaries in any other capacity during the fiscal year ended March 31, 2005.

6. Composition of the Compensation Committee

During the fiscal year ended March 31, 2005 the Compensation Committee was composed of two unrelated
directors: Dr. Christopher Jennings (Chairman) and Mr. Patrick McGinley, and the Corporation’s President and
Chief Executive Officer: Mr. James M. Bruchs.

7. Report on Executive Compensation

It is the responsibility of the Compensation Committee to determine the level of compensation in respect of the
Corporation's senior executives with a view to providing such executives with a competitive compensation package
having regard to performance. The Compensation Committee reviews and recommends the compensation of the
Chief Executive Officer of the Corporation on a regular basis, at least once a year. The Compensation Committee
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also reviews the recommendations submitted by the Chief Executive Officer with respect to the compensation of
other senior officers of the Corporation.

In establishing compensation for executive officers, the Compensation Committee takes into consideration
individual performance, responsibilities, length of service and levels of compensation provided by industry
competitors. Such compensation is composed primarily of three components; namely, base salary, the granting of
stock options and the awarding of performance bonuses. The Compensation Committee recommends guidelines for
the SOP and, in consultation with the Chief Executive Officer, reviews the options granted to the Corporation's
executives and board members. Performance bonuses are considered from time to time having regard to the
Corporation's objectives. No definitive and pre-determined bonus arrangement was entered into in the preceding
fiscal years.

The compensation which has been awarded for the upcoming fiscal year is believed to be comparable to
compensation of other executives of other companies in the similar pursuit of diamond reserves and production.

Report submitted by: Christopher M.H. Jennings
Patrick. C. McGinley

James M. Bruchs

Indebtedness of Executive Officers, Directors and Employees

No director or executive officer of the Corporation, no proposed nominee for election as a director of the
Corporation and no associate of any of the foregoing is or has been indebted to the Corporation or any subsidiary of
the Corporation pursuant to a securities purchase or other program and the Corporation has not guaranteed the
indebtedness of any such individual to another entity, nor is was there any aggregate indebtedness to report on
behalf of any executive officers, directors, employees, former executive officers, directors or employees of the
Corporation or any of its subsidiaries.

Interest of Informed Persons in Material Transactions

To the knowledge of the directors and officers of the Corporation, no director or executive officer of the
Corporation, nor any person or company that is itself an informed person or subsidiary of the Corporation, nor any
person or company who beneficially owns, directly or indirectly, voting securities of the Corporation or who
exercises control or direction over voting securities of the Corporation or a combination of both carrying more than
10% of the voting rights attached to all outstanding voting securities of the Corporation, nor any proposed nominee
for election as a director of the Corporation, and no associate or affiliate of the foregoing persons, has or has had any
material interest, direct or indirect, in any transaction since the beginning of the Corporation's last completed
financial year or in any proposed transaction which, in either such case has materially affected or will materially
affect the Corporation or any of its subsidiaries.

Statement of Corporate Governance

Disclosure concerning the Corporation’s corporate governance policies and practices is set out in Schedule “A” to
this Circular. This disclosure statement has been approved by the Board.
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Audit Committee Information

1. Audit Committee Charter

The Audit Committee of the Board of Directors operates within a written mandate, as approved by the Board of
Directors, which describes the Committee’s objectives and responsibilities. The full text of the Audit Committee
Charter is attached as Schedule “B” to this Circular.

2. Composition of the Audit Committee

The Audit Committee is composed of the following three directors:
Mr. Patrick McGinley (Chairman)
Dr. Christopher M.H. Jennings
Mr. R. Stuart Angus

The Board of Directors has determined that each member of the Audit Committee is “independent” and “financially
literate” as such terms are defined under Canadian securities laws.

3. Audit Committee Oversight

At no time since the commencement of the Corporation’s most recently completed fiscal year did the Audit
Committee make a recommendation to nominate or compensate an external auditor that was not adopted by the
Board of Directors.

4. Reliance on Certain Exemptions

At no time since the commencement of the Corporation’s most recently completed fiscal year did the Corporation
rely on:

(a) the exemption in section 2.4 (De Minimis Non-audit Services) of Multilateral Instrument 52-110 - Audit
Committees of the Canadian Securities Administrators (“MI 52-110); or

(b) an exemption from the requirements of MI 52-110 granted under Part 8 (Exemptions) of MI 52-110.

5. Pre-Approval Policies and Procedures

The Audit Committee approves all audit engagements and must pre-approve the provision by the external auditors
of all non-audit services, including fees and terms for all audit engagements and non-audit engagements, and in such
regard the Audit Committee may establish the types of non-audit services the external auditors shall be prohibited
from providing and shall establish the types of audit, audit related and non-audit services for which the Audit
Committee will retain the external auditors. The Audit Committee may delegate to one or more of its members the
authority to pre-approve non-audit services, provided that any such delegated pre-approval shall be exercised in
accordance with the types of particular non-audit services authorized by the Audit Committee to be provided by the
external auditor and the exercise of such delegated pre-approvals shall be presented to the full Audit Committee at
its next scheduled meeting following such pre-approval.

6. External Auditor Service Fees (By Category)

Fees, inclusive of Canadian GST, payable to the Corporation’s external auditor, PricewaterhouseCoopers LLP, in
each of the last five fiscal years are detailed in the following table. All amounts have been converted to USD as of
March 31, 2005 for consistency of comparison.
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Fee category Year Ended Year Ended Year Ended Year Ended Year Ended
March 31, March 31,2004 | March 31,2003 | March 31,2002 | March 31, 2001

2005 (USS) (USS) (US9) (USS) (USS)

Audit Fees $24,658" $20,274 $15,003 $17,841 $25,893

Audit-Related - -- -- -- $14,200

Fees

Tax Fees

Canadian Filing @ $4,773 $4,425 $4,412 $4,591

Foreign Filing © $1,735 $4,258 $3,832 $4.859

All Other Fees -- - $2,0279 $1,935 $822

Total $24,329 $26,782 $25,713 $28,020 $50,365

(1 The Corporation has been advised the 2005 audit fee would be C$30,000.

(2) Preparation of the Canadian federal and provincial corporate tax returns for Tsodilo Resources Limited.

3) Preparation of foreign reporting forms for Tsodilo Resources Limited.

4) Accounting matters re: Q1.

(5) Advice and discussions Trans Hex Group — Trans Hex International restructuring including review of

conveyance agreement. The fee includes an analysis of the conveyance of the debts and shares under the
agreement and the provision of comments in respect of the paid-up capital of Trans Hex Bermuda.

7. Exemption

The Corporation is relying upon the exemption in section 6.1 of MI 52-110.

Other Matters

Management knows of no matters to come before the Meeting other than the matters referred to in the Notice of the
Meeting. However, if any other matters which are not now known to management should properly come before the
Meeting, the proxy solicited hereby will be voted on such matters in accordance with the best judgment of the

persons voting the proxy.

Additional information

Financial information is provided in the Corporation’s audited financial statements and MD&A for its most recently
completed fiscal year. Copies of the aforementioned documents can be obtained by request through the

Corporation’s  offices in Toronto, Canada or accessed through the Corporation’s website at
www.TsodiloResources.com or through SEDAR at www.sedar.com.
Additional information relating to Tsodilo Resources Limited is available on its website at

www.TsodiloResources.com or through SEDAR at www.sedar.com.
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Directors' Approval

The contents of this Circular and the sending thereof have been approved by the Board.
By Order of the Board of Directors

“Christopher Jennings”

(Signed) Christopher M.H. Jennings
Chairman

Toronto, Ontario
July 1, 2005



SCHEDULE “A”

TSODILO RESOURCES LIMITED
STATEMENT OF CORPORATE GOVERNANCE PRACTICES

The board of directors of the Corporation (the ‘‘Board’’) and its committees participate in all decision making
processes in the management of the Corporation and has adopted the following statement of corporate governance
practices.

The Board acknowledges its responsibility for the stewardship of the Corporation, and specifically for:

(1)

(i)

(iii)

(iv)

V)

adoption of a strategic planning process

The Board provides input and guidance on and reviews and approves the strategic planning and business
objectives developed by senior management of the Corporation and oversees management’s
implementation of the strategic plan.

identification of principal risks, and implementing risk-management systems

The Board considers on an ongoing basis the principal risks of the Corporation’s business in the diamond
mining industry, particularly having regard to sensitivity to diamond prices, political risks given the
location of the Corporation’s operations, environmental and operational risks, based on regular business
reports prepared by the Corporation’s senior management. In addition, the Audit Committee by its review
of the activities and findings of the Corporation’s external auditors is aware of the principal risks to the
Corporation’s businesses and reports thereon to the Board on a regular basis.

succession planning and monitoring senior management

The Board is responsible for the assessment of the performance of, and the development of a succession
plan for, the Chief Executive Officer of the Corporation, who is in turn charged with those same
responsibilities for the balance of the Corporation’s senior management team.

communications policy

The Board is committed to maintaining an effective communications policy for the benefit of all
shareholders. In addition to its timely and continuous disclosure obligations under applicable law, the
Corporation ensures that senior management is available to respond to questions and comments from
shareholders. With the approval of the Board, management has a designee of the Corporation, as the
principal individual responsible for receiving shareholder inquiries and dealing with shareholders’
concerns. Such designee is available to respond to shareholder questions and comments, and endeavours to
respond promptly and appropriately to all requests and/or inquiries. If material business issues result from
communications between shareholders and senior management, it is the policy of the Corporation that such
matters be reported to the Board.

integrity of internal control and management information systems
The Audit Committee reviews with management and the Corporation’s external auditors the ongoing

sufficiency and integrity of the Corporation’s internal control, financial reporting and management
information systems.

Although senior management have extensive experience in the diamond mining industry, the Board encourages
senior management to participate in appropriate professional and personal development activities, courses and
programs and the expenses associated with these activates are paid by the Corporation. Further, the Board supports
management’s commitment to the training and development of all permanent employees.



The Board currently comprises four members of which three are considered unrelated directors. The Board reviews
the factual circumstances and relevant relationships of each of the directors. The three unrelated directors provide no
services, other than as directors, to the Corporation and maintain no other relationship with the Corporation and are
therefore unrelated directors.

The mandate of the Chairman of the Board includes reviewing the performance of the Board and each of its
committees and recruitment and nomination of new directors to the Board. Further, the Corporation believes that the
nature of the relationships of its related directors would not adversely affect their independence or ability to act in
the best interest of the Corporation.

The Chairman of the Board annually reviews the membership and chairs of the Board committees, as well as the
mandates and activities of each committee, and makes such recommendations to the Board arising out of such
review, as he deems appropriate. The Corporation believes that the Board members are qualified as directors and
represent the various disciplines necessary for the proper governance of the Corporation.

The Corporation currently has an informal orientation program for new members of the Board. The Board regularly
invites senior operating management to attend at Board meetings to report on their respective business unit
activities, and Board meetings are periodically organized to include tours of the Corporation’s facilities which
permits the Board to participate in a detailed first hand review of the Corporation’s activities. In addition, there are
periodic social events organized by the Corporation where the Board can interact with senior management.

As of the date of this Management Information Circular, the Board is composed of four members. The Corporation’s
Chairman, Dr. Christopher Jennings has announced his retirement and will not be included in managements’ slate of
directors. An additional individual, Mr. John R. Redmond, has been selected to be a nominee on the management’s
slate of proposed directors for election at the August 18, 2005 annual meeting. The Board has reviewed its size and,
having regard for the international scope of its operations, has concluded that the number of directors of the
Corporation is efficient and effective, given the size and scope of the Corporation’s operations. The Board, as
presently constituted, brings together a mix of skills, background, ages and attitudes that the Board considers
appropriate to the stewardship of the Corporation. In particular, the Board represents many years of experience in
the diamond exploration / mining industry as well as legal and corporate finance experience. The mandate of the
Chairman of the Board includes the consideration of size and composition of the Board.

The Board has responsibility for the stewardship of the Corporation and specifically for: (i) providing input and
guidance on and approving the strategic plan and business objectives developed by senior management and
overseeing management’s implementation of the strategic plan; (ii) considering the principal risks of the business
based on regular business reports prepared by senior management and based on the Audit Committee’s review of the
findings of the external auditors; (iii) assessing the performance of, and developing a succession plan for, the Chief
Executive Officer; and (iv) reviewing the ongoing sufficiency and integrity of the Corporation’s internal control,
financial reporting and management information systems with management and the Corporation’s external auditors.
In addition to the specific responsibilities enumerated above, the Board is responsible for the supervision of
management of the business but not the day-to-day operations, which are the responsibility of the Chief Executive
Officer. The Board will also consider those matters that are brought to it by the Chief Executive Officer that, as
noted below, are deemed to be material matters.

The Chief Executive Officer is specifically charged with the responsibility for managing the strategic and
operational agenda of the Corporation and for the execution of the directives and policies of the Board. The roles
and responsibilities of the Chief Executive Officer include, among other things:

1) developing, together with the Board, the Corporation’s strategic direction and monitoring same;
(i1) directing the overall business operations of the Corporation;
(ii1) ensuring that the Board is kept appropriately informed of the overall business operations of the Corporation

and major issues facing the Corporation;



(iv)

V)

(vi)

(vii)

(viii)

(ix)

having ultimate accountability for the development and execution of the strategy and policies of the
Corporation and their communication to the Corporation’s key internal and external stake holders;

having responsibility for the day-to-day operations of the Corporation, including the annual planning
process, capital management, financial management, acquisitions, divestitures, etc., all of which must be

accomplished within the strategic framework of the Corporation established by the Board;

having the responsibility for the employment, compensation, job descriptions, performance assessment,
leadership development and succession planning of human resources;

representing the Corporation to its major shareholders, including investment and financial communities,
governments, joint venture partners and the public;

bringing the following material decisions to the Board for their review and approval:

(A) disposition of assets or cancellation of debt other than in the ordinary and normal course of
business;
(B) acquisition or initiation of a new business or undertaking or the assumption of any commitment,

obligation or liability other than in the ordinary and normal course of business;

© issuance or sale of securities of the Corporation or rights, options or warrants to acquire securities
of the Corporation;

(D) redemption or repurchase of securities of the Corporation;

(E) declaration or payment of a dividend or other distribution in respect of any securities of the
Corporation;

(F) any transaction, contract, agreement, undertaking or arrangement with a person with whom the

Corporation does not act at arm’s length; and
(G) any other transaction, contract, agreement, undertaking, commitment or arrangement, not in the
ordinary and normal course of business which is or would be material in relation to the

Corporation; and

presenting to the Board any material business issues resulting from communications with shareholders.

The Chairman of the Board assumes the following role and responsibilities:

(1)
(i)

(iii)

(iv)

managing the affairs of the Board and monitoring its effectiveness;

managing meetings of the Board by ensuring that meaningful agendas are prepared and guiding the
deliberations of the Board so that appropriate strategic and policy decisions are made;

setting the agenda for meetings of the Board and ensuring that all matters of strategic importance are being
dealt with at the Board level during the course of the year; and

participating in consultation with other members of the Board in the selection of candidates to be submitted
to the Board for appointment as new directors.

The Board has appointed an unrelated director as Chairman of the Board. All members of the Board are free to add
items to the agenda, either before or during the meetings, or to request the calling of Board meetings where deemed
necessary and all members of the Board are invited to raise issues not on the agenda at Board meetings. Board
meetings are usually held at least four times a year. In fiscal 2005, two Board meetings were held. Advance notice is



provided, and directors are requested to provide any agenda items they feel should be considered at the meeting. A
total of seven resolutions dealing with standard matters were also circulated and approved by the Board. In addition,
Board members are periodically advised in informal conferences of developments involving the Corporation and
asked to advise on such developments.

The Board has on occasion met without management present and engages in frank and open discussion concerning
the Corporation and management both in the presence of management and in their absence. If the Board believed it
was appropriate and meaningful, it would formalize the process by which the Board would meet without
management and for handling the Board’s overall relationship with management.

The Audit Committee is composed of three directors, Mr. Patrick McGinley (Chairman), Dr. Christopher Jennings
and Mr. R. Stuart Angus, of which all three are unrelated directors. The Compensation Committee is composed of
three directors, Dr. Christopher Jennings (Chairman) and Messrs. Patrick McGinley and James Bruchs. The
Corporate Governance Committee is composed of three directors, Mr. R. Stuart Angus (Chairman) and Messrs.
Patrick McGinley and James Bruchs. These committees are considered by the Board to be adequate, together with
the Board, to ensure proper governance of the Corporation and supervision of management.

The Audit Committee has primary responsibility for ensuring the integrity of the Corporation’s financial reporting,
risk management and internal controls. The committee has unrestricted access to the Corporation’s personnel and
documents and has direct communication channels with the Corporation’s external auditors in order to discuss audit
and related matters whenever appropriate. The Audit Committee receives and reviews the annual financial
statements of the Corporation and makes recommendations thereon to the Board prior to their approval by the full
Board. The Audit Committee also reviews the scope and planning of the external audit, the form of the audit report
and any correspondence from or comments by the external auditors regarding financial reporting and internal
controls. The Audit Committee is responsible for correcting weaknesses identified by the external auditors with
respect to the internal control systems and for ensuring that the recommended corrections had been implemented.

The Chairman of the Board reviews and approves the design and administration of all compensation and benefit
plans and policies for the Corporation’s Board. The Compensation Committee reviews and approves the design and
administration of all compensation and benefit plans and policies for the Corporation's senior management.
Management periodically provides surveys of the marketplace and reports on its consultations with experts to the
Compensation Committee. Directors’ compensation is fixed by the Chairman of the Board, in consultation with the
Board, at competitive levels with due consideration to the periodic changes in the levels of responsibility assigned to
members of the Board.

The Corporate Governance Committee expressly assumes responsibility for developing the Corporation’s approach
to corporate governance issues and monitoring compliance with the Corporation's stated governance policies.

In the appropriate circumstances, the Board will approve the engagement of an outside advisor by an individual
director at the expense of the Corporation.



SCHEDULE “B”
TSODILO RESOURCES LIMITED
CHARTER OF THE
AUDIT COMMITTEE OF
THE BOARD OF DIRECTORS

NAME

There shall be a committee of the board of directors (the “Board”) of Tsodilo Resources Limited (the “Company”)
known as the Audit Committee.

PURPOSE OF AUDIT COMMITTEE

The Audit Committee has been established to assist the Board in fulfilling its oversight responsibilities with respect
to the following principal areas:

(a) the Company’s external audit function; including the qualifications, independence, appointment
and oversight of the work of the external auditors;

(b) the Company’s accounting and financial reporting requirements;

(©) the Company’s reporting of financial information to the public;

(d) the Company’s compliance with law and regulatory requirements;

(e) the Company’s risks and risk management policies;

§)) the Company’s system of internal controls and management information systems; and

(2) such other functions as are delegated to it by the Board.

Specifically, with respect to the Company’s external audit function, the Audit Committee assists the Board in
fulfilling its oversight responsibilities relating to: the quality and integrity of the Company's financial statements; the
independent auditors' qualifications; and the performance of the Company's independent auditors.

MEMBERSHIP

The Audit Committee shall consist of as many members as the Board shall determine but, in any event not fewer
than three directors appointed by the Board as provided for in the By-laws of the Company. Each member of the
Audit Committee shall continue to be a member until a successor is appointed, unless the member resigns, is
removed or ceases to be a director of the Company. The Board, following consideration of the recommendation of
the Corporate Governance Committee, may fill a vacancy which occurs in the Audit Committee at any time.

Members of the Audit Committee shall be selected based upon the following and in accordance with applicable
laws, rules and regulations:

(a) Financially Literate. Each member shall be financially literate or must become financially
literate within a reasonable period of time after his or her appointment to the Audit Committee. For these purposes,
an individual is financially literate if he or she has the ability to read and understand a set of financial statements that
present a breadth and level of complexity of accounting issues that are generally comparable to the breadth and
complexity of the issues that can reasonably be expected to be raised by the Company’s financial statements.



CHAIR AND SECRETARY

The Chair of the Audit Committee shall be designated by the Board. If the Chair is not present at a meeting of the
Audit Committee, the members of the Audit Committee may designate an interim Chair for the meeting by majority
vote of the members present. The Secretary of the Company shall be the Secretary of the Audit Committee,
provided that if the Secretary is not present, the Chair of the meeting may appoint a secretary for the meeting with
the consent of the Audit Committee members who are present. A member of the Audit Committee may be
designated as the liaison member to report on the deliberations of the Audit Committees of affiliated companies (if
applicable).

MEETINGS

The Chair of the Audit Committee, in consultation with the Audit Committee members, shall determine the schedule
and frequency of the Audit Committee meetings provided that the Audit Committee will meet at least four times in
each fiscal year and at least once in every fiscal quarter. The Audit Committee shall have the authority to convene
additional meetings as circumstances require.

Notice of every meeting shall be given to the external and internal auditors of the Company, and meetings shall be
convened whenever requested by the external auditors or any member of the Audit Committee in accordance with
applicable law. The Audit Committee shall meet separately and periodically with management, legal counsel and
the external auditors. The Audit Committee shall meet separately with the external auditors at every meeting of the
Audit Committee at which external auditors are present.

MEETING AGENDAS

Agendas for meetings of the Audit Committee shall be developed by the Chair of the Audit Committee in
consultation with the management and the corporate secretary, and shall be circulated to Audit Committee members
as far in advance of each Audit Committee meeting as is reasonable.

RESOURCES AND AUTHORITY

The Audit Committee shall have the resources and the authority to discharge its responsibilities, including the
authority, in its sole discretion, to engage, at the expense of the Company, outside consultants, independent legal
counsel and other advisors and experts as it determines necessary to carry out its duties, without seeking approval of
the Board or management.

The Audit Committee shall have the authority to conduct any investigation necessary and appropriate to fulfilling its
responsibilities, and has direct access to and the authority to communicate directly with the internal and external
auditors, the general counsel of the Company and other officers and employees of the Company.

The members of the Audit Committee shall have the right for the purpose of performing their duties to inspect all
the books and records of the Company and its subsidiaries and to discuss such accounts and records and any matters
relating to the financial position, risk management and internal controls of the Company with the officers and
external and internal auditors of the Company and its subsidiaries. Any member of the Audit Committee may
require the external or internal auditors to attend any or every meeting of the Audit Committee.

RESPONSIBILITIES

The Company’s management is responsible for preparing the Company’s financial statements and the external
auditors are responsible for auditing those financial statements. The Audit Committee is responsible for overseeing
the conduct of those activities by the Company’s management and external auditors, and overseeing the activities of
the internal auditors.



The specific responsibilities of the Audit Committee shall include those listed below. The enumerated
responsibilities are not meant to restrict the Audit Committee from examining any matters related to its purpose.

1.

(a)

(b)

(©

(d)

(©)
®

(@

(2)
(b)

(©)

Financial Reporting Process and Financial Statements
The Audit Committee shall:

in consultation with the external auditors and the internal auditors, review the integrity of the Company’s
financial reporting process, both internal and external, and any major issues as to the adequacy of the
internal controls and any special audit steps adopted in light of material control deficiencies;

review all material transactions and material contracts entered into between (i) the Company or any
subsidiary of the Company, and (ii) any subsidiary, director, officer, insider or related party of the
Company, other than officer or employee compensation arrangements approved or recommended by the
Compensation Committee, or director remuneration approved or recommended by the Corporate
Governance Committee, or transactions in the ordinary course of business;

review and discuss with management and the external auditors: (i) the preparation of Company’s annual
audited consolidated financial statements and its interim unaudited consolidated financial statements; (ii)
whether the financial statements present fairly (in accordance with Canadian generally accepted accounting
principles) in all material respects the financial condition, results of operations and cash flows of the
Company as of and for the periods presented; (iii) any matters required to be discussed with the external
auditors according to Canadian generally accepted auditing standards; (iv) an annual report by the external
auditors describing: (A) all critical accounting policies and practices used by the Company; (B) all material
alternative accounting treatments of financial information within generally accepted accounting principles
that have been discussed with management of the Company, including the ramifications of the use such
alternative treatments and disclosures and the treatment preferred by the external auditors; and (C) other
material written communications between the external auditors and management;

following completion of the annual audit, review with each of: (i) management; (ii) the external auditors;
and (iii) the internal auditors, any significant issues, concerns or difficulties encountered during the course
of the audit;

resolve disagreements between management and the external auditors regarding financial reporting;

review the interim quarterly and annual financial statements and annual and interim press releases prior to
the release of earnings information; and

review and be satisfied that adequate procedures are in place for the review of the public disclosure of
financial information by the Company extracted or derived from the Company’s financial statements, other
than the disclosure referred to in (f), and periodically assess the adequacy of those procedures.

External auditors

The Audit Committee shall:

require the external auditors to report directly to the Audit Committee;

be directly responsible for the selection, nomination, compensation, retention, termination and oversight of
the work of the Company’s external auditors engaged for the purpose of preparing or issuing an auditor’s
report or performing other audit, review or attest services for the Company, and in such regard recommend

to the Board the external auditors to be nominated for approval by the shareholders;

approve all audit engagements and must pre-approve the provision by the external auditors of all non-audit
services, including fees and terms for all audit engagements and non-audit engagements, and in such regard



(d)

(e)

®

(a)

(b)

(©

(a)

(b)

(©)
(d)

(e)

the Audit Committee may establish the types of non-audit services the external auditors shall be prohibited
from providing and shall establish the types of audit, audit related and non-audit services for which the
Audit Committee will retain the external auditors. The Audit Committee may delegate to one or more of its
members the authority to pre-approve non-audit services, provided that any such delegated pre-approval
shall be exercised in accordance with the types of particular non-audit services authorized by the Audit
Committee to be provided by the external auditor and the exercise of such delegated pre-approvals shall be
presented to the full Audit Committee at its next scheduled meeting following such pre-approval;

review and approve the Company’s policies for the hiring of partners and employees and former partners
and employees of the external auditors;

consider, assess and report to the Board with regard to the independence and performance of the external
auditors; and

request and review the audit plan of the external auditors as well as a report by the external auditors to be
submitted at least annually regarding: (i) the external auditing firm’s internal quality-control procedures;
(i1) any material issues raised by the external auditor’s own most recent internal quality-control review or
peer review of the auditing firm, or by any inquiry or investigation by governmental or professional
authorities within the preceding five years respecting one or more independent audits carried out by the
external auditors, and any steps taken to deal with any such issues.

Accounting Systems and Internal Controls

The Audit Committee shall:

oversee management’s design and implementation of and reporting on internal controls. The Audit
Committee shall also receive and review reports from management, the internal auditors and the external
auditors on an annual basis with regard to the reliability and effective operation of the Company’s

accounting system and internal controls;

review annually the activities, organization and qualifications of the internal auditors and discuss with the
external auditors the responsibilities, budget and staffing of the internal audit function; and

review annually the Company’s Code of Business Conduct and its effectiveness and enforcement.
Legal and Regulatory Requirements
The Audit Committee shall:

receive and review timely analysis by management of significant issues relating to public disclosure and
reporting;

review, prior to finalization, periodic public disclosure documents containing financial information,
including the Management’s Discussion and Analysis and Annual Information Form;

prepare the report of the Audit Committee required to be included in the Company’s periodic filings;

review with the Company’s General Counsel legal compliance matters, significant litigation and other legal
matters that could have a significant impact on the Company’s financial statements; and

assist the Board in the oversight of compliance with legal and regulatory requirements and review with
legal counsel the adequacy and effectiveness of the Company’s procedures to ensure compliance with legal
and regulatory responsibilities.



5. Additional Responsibilities
The Audit Committee shall:

(a) discuss policies with the external auditor, internal auditor and management with respect to risk assessment
and risk management;

(b) establish procedures and policies for the following

(1) the receipt, retention, treatment and resolution of complaints received by the Company regarding
accounting, internal accounting controls or auditing matters; and

(i1) the confidential, anonymous submission by directors or employees of the Company of concerns regarding
questionable accounting or auditing matters or any potential violations of legal or regulatory provisions;

(©) prepare and review with the Board an annual performance evaluation of the Audit Committee;

(d) report regularly to the Board, including with regard to matters such as the quality or integrity of the
Company’s financial statements, compliance with legal or regulatory requirements, the performance of the
internal audit function, and the performance and independence of the external auditors; and

(e) review and reassess the adequacy of the Audit Committee’s Charter on an annual basis.
6. Limitation on the Oversight Role of the Audit Committee

Nothing in this Charter is intended, or may be construed, to impose on any member of the Audit Committee a
standard of care or diligence that is in any way more onerous or extensive than the standard to which all members of
the Board are subject.

Each member of the Audit Committee shall be entitled, to the fullest extent permitted by law, to rely on the integrity
of those persons and organizations within and outside the Company from whom he or she receives financial and
other information, and the accuracy of the information provided to the Company by such persons or organizations.

While the Audit Committee has the responsibilities and powers set forth in this Charter, it is not the duty of the
Audit Committee to plan or conduct audits or to determine that the Company’s financial statements and disclosures
are complete and accurate and in accordance with generally accepted accounting principles in Canada and applicable
rules and regulations. These are the responsibility of management and the external auditors.

Approved by the Board of Directors September 1, 2004

“Christopher Jennings”
Christopher M.H. Jennings
Chairman




