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Highlights

e  First pass target definition successfully conducted at Hengxian, Gaolong, Badu and Mojian;

e Reverse circulation (“RC”) and diamond core rigs imported into China. Over 4500 metres of RC
drilling conducted during the first half of the year;

e  First pass reconnaissance drill programs completed at Longtoushan, Hengxian and Badu;

e Longtoushan property relinquished due to poor initial drill results;

e  First-pass drill results received from Hengxian and Badu: both projects warrant follow-up drilling;

e Newly acquired property in Guangxi Province — Shijia;

e  Post period end - Cooperative Joint Venture signed with the Chengua Group and

e Post period end — Letter of intent signed in Baise area in Guangxi’s “Golden Triangle.”
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Chairman’s Statement

The first half of 2004 has been one of accelerated progress for the Group on several fronts in China. The
Group has been successful in systematically advancing the field campaigns at our various gold projects. We
have progressed from the first pass reconnaissance mapping and surface sampling stage through to drill
target definition and on to first pass reconnaissance drilling.

In keeping with our original strategy, the latter half of 2004 will focus on continued field work including
surface reconnaissance and drilling. In addition, we plan to aggressively pursue our project acquisition
strategy in China.

Stock market conditions for gold exploration companies have been difficult. Sentiment changed quite
suddenly and adversely in the early part of 2004 from the buoyant mood of last year. Consequently our
share price came back with the rest of the market. This was disappointing in view of the considerable
progress made on the ground.

Nevertheless, we have met our targets and have prepared a platform for major advances in the second half.
The company has secured the status as one of the leading independent gold explorers from the West in
China. Against a background of buoyancy for the gold price and the goodwill of the Chinese authorities we
expect to consolidate our position with further progress by the year end.

New Projects

In early August and after the period end, Caledon announced that it had signed a Cooperative Joint Venture
(“CJIV”) agreement with China’s Chengua Industrial Corporation Limited. Based in Beijing, Chengua is a
large industrial group with diverse ownership interests in several sectors including mining, chemical
production and property development. Chengua has access to over twenty advanced exploration and mining
projects throughout China. These projects are the subject of the CJV on which Caledon’s team is currently
conducting due diligence and evaluation work. Under the terms of the agreement, Caledon has a right to
80% of the CJV with Chengua retaining a 20% interest, of which 10% is contributing.

Also in August, Caledon announced further property acquisitions in Guangxi’s “Golden Triangle” region
with the signing of a letter of intent to explore 60 square kilometres of exploration and mining tenements in
the region’s Baise area. The Baise area, situated in northwestern Guangxi province, was identified by
Caledon geologists as having strong similarities to other disseminated gold projects in the region. Samples
taken by Caledon exploration teams, as part of the preliminary due diligence, have consistently graded in
the 2 to 5 g/t gold range. Previous small scale miners have reportedly encountered and mined gold grades in
excess of 50 g/t from several tenements in the region. To the Directors knowledge, the project area has
never been drilled.

Group Results
Loss before tax in the six months ended 30 June 2004 was £825,000 (2003: £57,000). The loss per share
was 0.39 pence, which compared to a loss per share of 0.23 pence at 31 January 2003.

Stephen R Dattels
Chairman
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Review of Operations

Longtoushan

Our first round of drilling in southern China was focused on testing the depth extensions of the
Longtoushan (Guangxi) ore-body from specially designed drill stations set up in the various shallow
underground workings on the project. The results of the 1000-metre diamond core program proved to be
inconclusive, with only weakly anomalous gold mineralisation identified at depth. As a result the property
has been dropped from the Group’s portfolio. Work on the surrounding exploration tenement has been
temporarily halted pending the completion of higher priority work elsewhere.

Hengxian

During the early months of 2004, surface sampling conducted within the Hengxian Mine (Guangxi) area
yielded a number of positive results (4 g/t over 20 metres, 2.4 g/t over 35 metres), further highlighting the
disseminated gold potential on the property. Caledon’s first pass drilling program (RC — 1200 metres) at
Hengxian proved to be more difficult, given the lack of access to certain key areas of the property because
of on-going mining by our Chinese partners. In addition, several key drill holes were abandoned due to
poor rock conditions and low sample recoveries encountered in the drilling process. The first pass of results
from Hengxian were promising but inconclusive, thus warranting a follow-up program to commence in late
September 2004.

Gaolong and Badu

Drilling commenced on the Gaolong and Badu Concessions (Guangxi) in August of this year. A total of 17
shallow and widely spaced RC reconnaissance drill holes were completed at Badu. Assays from a number
of drill holes are still pending but the preliminary results have highlighted the existence of a large
mineralised disseminated gold system at Badu, along a 3-kilometre structure. Caledon’s technical team is
satisfied with these preliminary results. A follow-up drill program is warranted, aimed at primary
controlling structures and mineralisation feeders. In early September, the RC rig was mobilising from Badu
to Gaolong where a planned first pass reconnaissance drill program of 2000 metres will be initiated.
Surface sampling at Gaolong conducted in March 2004, yielded positive results further underscoring the
highly prospective nature of the property.

Mojiang

Work also progressed at the Mojiang project in Yunnan Province. Caledon is currently in the process of
converting the existing Letter of Intent to a full Joint Venture. In addition, field mapping and sampling of
the Mojiang tenement was recently completed as a lead-up to a planned drill programme on-site. The
results of continuous rock chip sampling from existing mine workings, covering an area of 400 metres by
300 metres, gave the following significant results: 4.6 g/t over 24 metres, 2.2 g/t over 28 metres, 1.71 g/t
gold over 22 metres, 1.33 g/t gold over 50 metres that indicate a large mineralised gold system in the
region. The Mojiang gold zone occurs over a strike length of 3,100 metres and ranges in width from 50
metres to 200 metres. Within this zone, individual orebodies occur as oxidised near-surface zones that are
being mined by opencut. The opencut ore averages between 2 — 3 g/t gold and is largely oxidised. South-
east of the opencut mining, 2 metre to 10 metre thick banded quartz lodes averaging 10 g/t gold are being
actively mined underground.

George Salamis
Managing Director
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Group profit and loss account for the six months ended 30 June 2004

Audited
Unaudited Unaudited 6 17 month
6 months to months to period to
30 June 31 January 31 December
2004 2003 2003
£7000 £000 £°000
Turnover - Discontinued operations - 7 7
Cost of goods sold - Discontinued operations (7) (7
Gross profit - Discontinued operations ) ) -
Administrative
expenses
- Continuing operations (840) (58) (816)
- Acquisitions - (527)
- Total continuing operations (840) (58) (1,343)
- Discontinued operations - - (60)
(840) (58) (1,403)
Operating loss
- Continuing operations (840) (58) (816)
- Acquisitions - (527)
- Total continuing operations (840) (58) (1,343)
- Discontinued operations - - (60)
(840) (58) (1,403)
Interest receivable and similar income 16 1 15
Interest payable and similar charges Q) - @)
Loss on ordinary activities before taxation (825) (57) (1,395)
Tax on loss on ordinary activities - -
Retained loss for the financial period (825) (57) (1,395)

Loss per share - basic and diluted - Note 3 (0.39p) (0.23p) (1.24p)
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Group Balance Sheet as at 30th June 2004

Unaudited Unaudited Audited
30 June 31 January 31 December
2004 2003 2003
£'000 £000 £000
Fixed assets
Intangible fixed assets 235 - 266
Tangible fixed assets 88 9 79
323 9 345
Current assets
Debtors: amounts falling due after one year 5 14 8
Debtors: amounts falling due within one year 137 - 200
Cash at bank and in hand 969 148 1,806
1,111 162 2,014
Creditors: amounts falling due within one
year (94) (60) (200)
Net current assets 1,017 102 1,814
Net assets 1,340 111 2,159
Capital and reserves
Called up share capital 2,680 2,491 2,680
Share Premium 5,295 2,078 5,275
Other reserves (105) (91) (91)
Profit and loss account — deficit (6,530) (4,367) (5,705)

Total equity shareholders’ funds 1,340 111 2,159
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Group Cashflow Statement

Net cash outflow from operating activities

Returns on investments and servicing of finance
Interest received

Interest paid

Net cash inflow from returns on investments and servicing of
finance

Capital expenditure and financial investment
Purchase of tangible fixed assets

Net cash outflow for capital expenditure and financial investment

Cash outflow before management of liquid resources and
financing

Management of liquid resources

Movement on deposits

Cash inflow/(outflow) from liquid resources
Financing

Issue of ordinary shares

Cost of issue of shares

Cash inflow from financing
(Decrease)\increase in net cash in the period

Audited

Unaudited Unaudited 17 month
6 months to 6 months to period to
30 June 31 January 31 December
2004 2003 2003
£°000 £°000 £°000
(843) (14) (1,344)

16 1 15

1) - @)
15 1 8

(23) - (86)
(23) - (86)
(851) (13) (1,422)
757 - (1,057)

757 - (1,057)
20 - 3,426

- - (354)

20 - 3,072
(74) (13) 593
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Notes to the group cash flow statement

(a) Reconciliation of operating loss to net cash outflow from operating activities

Operating loss

Depreciation of tangible fixed assets
Amortisation of intangible fixed assets
Loss on sale of assets

Decrease in stocks

Decrease\(increase) in debtors

Decrease in creditors

Net cash outflow from operating activities

(b) Analysis of net funds

Cash
Bank overdraft

Increase in liquid resources
Net Cash

Audited
Unaudited Unaudited 17 month
6 months to 6 months to period to
30 June 31 January 31 December
2004 2003 2003
£°000 £°000 £°000
(840) (58) (1,403)
15 1 16
31 18 47
- - 1
- - 18
56 157 (22)
(105) (132) (1)
(843) (14) (1,344)
At1l Foreign At
January Cashflow Exchange 30 June
2004 2004
£°000 £°000 £°000 £°000
749 (86) 6 669
(25) 12 - (13)
724 (74) 6 656
1,057 (757) - 300
1,781 (831) 6 956
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Notes to the financial statements

1.

Basis of preparation

The financial information set out above is based on the consolidated financial statements of
Caledon Resources PLC and its subsidiary companies (together referred to as the “Group™). The
accounts of the Group for the six months ended 30th June 2004, which are unaudited, were
approved by the Board on 22nd September 2004. In accordance with s240(s) of the Companies
Act 1985, such unaudited results do not constitute statutory accounts of the Company or Group.
These accounts have been prepared in accordance with the accounting policies set out in the
Report and Accounts of Caledon Resources PLC for the period ended 31st December 2003.

The consolidated financial statements incorporate the results of Caledon Resources PLC and its
subsidiary undertakings as at 30th June 2004 using the merger method of accounting. The
corresponding amounts are for the 17 month period ended 31 December 2003 and the 6 month
period ended 31 January 2003.

Dividend
The directors do not recommend the payment of a dividend for the period.

Loss per share

Basic loss per share of 0.39 pence (2003: 0.23 pence) is calculated, in accordance with FRS 14
(Earnings per share), on a loss on ordinary activities after tax of £824,757 (2003: £57,000) and on
213,391,623 (2003: 24,911,857) ordinary shares, being the weighted average number of ordinary
shares in issue during the period. The calculation of diluted loss per share is the same as basic loss
per share as the impact of any potential ordinary shares is antidilutive.

Post balance sheet events

Caledon signed a Cooperative Joint Venture ('CJV') agreement with China's Chenghua Industrial
Corporation Limited (‘'Chenghua’). Based in Beijing, Chenghua is a large industrial group with
diverse ownership interests in several sectors including mining, chemical production and property
development. Chenghua has access to over twenty advanced exploration and mining projects
throughout China. These projects are the subject of the CJV on which Caledon's team is currently
conducting due diligence and evaluation work. Under the terms of the agreement, Caledon has a
right to 80% of the CJV with Chenghua retaining a 20% interest, of which 10% is a contributing
interest.

Caledon has also increased its exposure in Guangxi's ‘Golden Triangle' region with the signing of
a letter of intent to explore 60 square kilometres of exploration and mining tenements in the

region's Baise area. The Baise area situated in northwestern Guangxi province, was identified by
Caledon geologists as having strong similarities to other disseminated gold projects in the region.

Interim report

Copies of this interim report for the six months ended 30th June 2004 will be sent to shareholders.
Further copies will be available from the offices of Caledon Resources PLC, 18 Upper Brook
Street, London, W1K 7PU.



