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Chief Executive Offic€a & il 6 SYSy U

Summary

At the start 0f2008 theCompany had mining rights in four countries in Africa dwadl increasedts gold resources

in both Ghana and MaliHowe\er, as the yeamprogressedit became increasingly necessary to devote virtually all

of YFYFASYSydQa FGGSydAz2y (8 W.GK®SBAIl.yMOEOWF yRdzSa AYS Miya DE2 ik
performance

The Bibiani minesian old mine, with large reservesf ore and a good treatment plant ahe surface. It was the

QR YLl yeéQa A y-opénytheArging with2an iNif&l injection of capital and thereafter finance further
development from the proceeds of gold sald$owever, even by the end of 2007, it svelear that gold production
from dump retreatmenfopencast and underground mining operations were well below expectati®teasons for
this included the challengesassociated withmining an old mine, shortages of electricity aother inputs, a
shortageof pre-production development and finally a transport flegtsufficiently robustto move the ore to
surface.

In order to fund the poor operational performance and necessary capital expenditure of Bthe@hmpany had

to raise additional capitatia a loan from Investec Bank to its Ghanaian subsidiary and two equity placements in
Central African Gold Plc, the parent compaiespite the additional capital expenditynmine productionof gold

did not increase and it was decided riefine the managementeam. A new Chief Executive Officer, Roy Iffibed

was appointed in Novembe2008, althoughby thispointi KS / 2 Y LI y & @ladybéeh suEpandel frofm
trading on AIM pending clarification of tl@ Y LJ y @ Qa FAY I yOAl f LIRaAGAZ2Yy ®

Early in 2009 CAG Glima received a notice of default fronmvestec Bank, whicheld a charge over the entire
issuedsharecapital of CAG Ghanegarding the norpayment of monies due td. This resulted in Investec Bank
becoming the legal owners of Bibiani through its 780 cent. ownership of CAG Ghana. The Company therefore
no longer holds an interest in Bibiani.

Prospecting operations were continuing on a modest scale in .Médiwever in Zimbabwe,i KS / 2 YLI y & Q&
subsidiaries, Falcon Gold Zimbabwe Limibg#tof Raddh f @ YLJdzA D2f R a Ay Savergfdrcédh 1 SR 6 Wi
to cease operations due to the adverse political and economic climate, principally a hopelessly inadequate system

of gold payment by the Reserve Bank of Zimbabwe and chronic shortages of electricity.

Folbwing intensive negotiations on various fronts in March 2009, the Company successfully placed sufficient

shares to raise £5.7mA consequence othis, when allied to the conversion of the loan notes already in isaas,

that Emerging Capital Partners Lih€ld a 50.02 per cent. shareholding in the Company and HBD Zim Investments

Limited a new investor,held a 2818 per cent. stake in the Company. This cash injection, together with the
SELISOGSR LINRPOSSRA FNR&AAY3A TFNERYVYs, wekeSleemediadequatd to safish thé 2 Y LI v «
remaining obligations to Investec Bank and provide the working capisalthe Board believed wasequired for

the Company to enhance the value of its remaining assets, especially in Zimbabwe.
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During February 2009the new Zimbabwe government announced a new scheme to pay for gold. sales
Consequentithe Companydecided to reoperthe Dalny and Old Nic mines to test the system in the hope that all
Falcon and Olympus mines could be restartédperations to date indate that the system is working and that
realistic prices are being achievedn June2009,the Falcon and Olympus boards agreed to reoffen Golden
Quarry and Camperdown mines atfie Company isurrently in negotiationsvith a number of partiego raise
further funds to cover the initial costs

¢KS . 2FNRQa SE LIZiMmbabne G Still Alddafiénging anvitoritrient in which to operate wiiitjoing
and anticipatedelectricity shortages limited supplyof skilledlabour and very run downplant andequipment
Furthermorgi KS O2dzy i N2EQa RSOAaA2Y (2 RAALISYaS gA0GK (GKS %AYO!
GKFd GKSNBE Aa QGANIdzrftfte y2 KAad2NER 2F O2aida Ay GKS wWyS,

Once the initial production levels are achieypthnswill haveto be put in placenot only to update the plantbut
also to increase gold productiobetter to reflect the potential of the extensive gold deposits owned by the
GCompany.

In concluding this summary | would like to record my appreciation of the hard amatldetermination with which

my fellow Directors have addressed our problerttsis year | would like to take this opportunity to apologise to
shareholders for the late publishing of this Annual Report and the highly unfortunate circumstances that have
arisen.

Detailed comment on the affairs of the company follows:
Zimbabwe

The Company has interests in two producing entities with extensive claim holdings in Zimbabwe: Falgold (84.7 per
cent.) and Olympus (100 per cent.). Between them, these companiesehavenber of previously operational

gold mines. Whilst all production ceased in December 2608 to the adverse political and economic climate in
Zimbabwe, recent reforms by the Governmdrave providedus with the confidence to restart gold production
exploration and development programmeg the Dalny and Old Nic mines which took place in Ma2089.

Subject to financing, & anticipate bringing Golden Quarry and Camperdown into produatioming 2010 before
developing various other target properties.

Reserves antesources for the Zimbabwean assets are as follows:

Ore reserve category Mineral resource category
Category Kt Aug/t AuKoz Category Kt Aug/t AuKoz
Proven 3,340 2.09 224 | Measured 18,882 1.49 903
Probable 8,368 1.50 404 | Indicated 7,266 2.68 625
Subtotal M and | 26,147 1.82 1,528
Inferred 2,177 3.88 272
Total reserves 11,708 1.67 628 | Total resources 28,323 1.98 1,800
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Mali

The Company heldn 80 per cent. interest in a highly prospective portfolio 8jptoperties in M&. Our portfoliq

as at 31 December 2008pans approximately2,137 sq km of Birimian strata in west and south Mati 31

December 2008 At 30 November 2009 this has been reduced to 1,88&m During 2008, work was undertaken

at our most advanced pject: the 150 sq km Medinandi and Bokolobi permits in the prospective Kenieba district.

These permits currently have a combined mineral resource of approximately 500,000 oz of gold grading 4.55g/t Au

from the Fadougou Main Zone target. Further reverdéloidzt I G A2y 6 Ww/ Q0 RNAEEAy3 oL a |
A total of 33 RC boreholes totalling 3,948m were drilled over a number of target areas outside the Fadougou Main

Zone.

As at 28 February 2009, the Malian assets had a carrying book value ofifli®/3. nGGiven our decision to focus on
our Zimbabwean assets, the relatively early stage of development of the Malian assetbeadificulties of
effectively managing them from our head office in South Africateek the decisiorto sell these assets the
short to medium term.

Accordingly, as announced @i December 2009, the Company has entered into an agreement to dispose of these
assets for @onsideration of US$ 4 milliqef which $0.6m has been receivedith a further US$ 1 million payable

on achievement of a JORC compliant indicated and measured gold resource of at08z300 ounces.
Completion of this disposal is expected in March 2010.

Botswana

Our 100 per cent. owned subsidiary, Matoko té&dj held the rights to the 436 km Kraaign prospecting licence
in Botswana, which spans the highly prospective Achaean Kraaipan greenstone belt.

Theseassets, which had a carrying book value pil s at31 December 2008 (200E0.17 million)are under
review by the Boardwhilst we decide whther to continue the current exploration programme, find a suitable
joint venture partner or dispose of them.

Financial Review

During the period to 31 December 2008, the total loss for the period \#&s5Emillion(2007: £14.7 million) or a
loss 0f15.91p per share(2007: loss of 15.31p per share). Administrative expenses weikrfillion(2007: £9.6
million).

CKS /2YLI ye&Qa a&dzoeidh Ranlfanility with IrdestBokBank. Gn 14 January 2009, the Company
announced that CAG Ghana had defedlon payment of monies due on the loan. The security on the loan was
the shareholding in CAG Ghana, which owrtieel Bibianimine, as well as &5 million guarantee from €ntral
African CGold Plc, the parent company Subsequently, Investec took control GAG Ghana A placing was
subsequentlyundertakenin April 2009to raise £5.7 million(lUS$ & million) before expenses taontribute
towards the settlement of the parent company guarantee and alsprtwvide working capital for the development

of the Cor LJI yrénfaiing assets.
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As announced on 8 July 200BetCompany also arranged two Convertible Loan Agreements in June and July 2008

By the terms of the convertible loans, the Comp&aoyrowed $3.94 million (approximately £IZ million using the

rate2 ¥ SEOKIy3IS LINBGIAtAYy3I 2y (KS RIGS 2F GKS aNBSYSyidao
(approximately £567 million, using the rate of exchange prevailing on the date of the agreement) from Investec

Asset Managemerh WL.! a QU

The Corpanyhasagreed withlAMto amend and supersede the terms of the IAM Convertible Loan Agreement so
that $1.0 million (being approximately £0.7 million) of the monies lent pursuant to the IAM Convertible Loan
Agreement was converted into new Ordinary Shaae$.9p per share immediately following the Placing. The
outstanding amount of $2.2 million (plus interest accruing at a rate of 10 per cent. per awasngpayable in

cash on the earlier of the sale of the Malian assets or 14 April 2010.

The Companhasalso agreed with ECP to amend and supersede the terms of the ECP Convertible Loan Agreement
so that $2.4 million (being approximately £1.7 million) of the monies lent pursuant to the ECP Convertible Loan
Agreement was converted into new Ordinary Shaae®.9p per share immediately following the Placing. The
outstanding amount of $1.8 million (plus interest accruing at a rate of 10 per cent. per annum) is repayable in cash
on the earlier of the sale of the Malian assets or 14 April 2010.

As a result bthe IAM and ECP Convertible Loan Agreements, 267,264,079 new Ordinary Shares were issued
representing 26.62 per cent. of the Resulting Share Capital. ECP now has a beneficial interest in 50.02 per cent. of
the Resulting Share Capital ah&M, associatedfunds and segregated discretionary portfoliosvba beneficial

interest in 10.48 per cent. of the Resulting Share Capital. The total numb@rdifiary Bares in issue is
1,004,085,968.

IAM and ECP have agreed to further extend the terms of the losade available to the Company by extending
the maturity date of the loans, as described in the March 2009 circular to shareholders, from the earlier of the
disposal of Mali or 14 April 2010, to 29 April 2011.

In addition thereto, in December 2009, CAG leasered into new convertible loan agreements with its three
major shareholders for a total of $1.25 million. The loan notes mature on 29 April 2011.

Board

During the year, a number of changes were made to the Board, in order to build a team with aregdsection
of expertise and a proven track record to take the business forward.

Roy Landejoined as Chairman of the Company in May 2008 at the same time as Thomas Gibian who assumed a
Non-executive Director role. Thomas was appointed as a represeatétiv Emerging Capital Partners LLC, a
substantial shareholder in CAG, but stepped down from the position in December and was replaced by Navaid
.dzZNy Se:r K2 KIR LISNA2RAOFfEft& FGGSYRSR YSSGAy3a a ¢K2Y|

Charles Prente, Finance Director, stepped down from the Board in July 2008 and Greg Hunter, CEO, resigned in
November 2008 Navaid Burney resigned in November 2009. Roy Lander resigned as Chairman in December 2009.
We are grateful for their contributions to the Cowpy and wish them every success in the future.
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| joined as CEO in November 20081 2 f t 2 6 Ay 3 w2eé [l YRSNR& NBaAaAdylLdAazy & |/
CEO until such time as a new Chairman has been appointed.

We were also delighted to welcomerdyy Campbell to the team who joined first as Chief Financial Officer in
September 2008 before being appointed to the Board in December 2008 as Finance Director.

In November 2009we welcomed Bryce Fort to the Board who replaces Navaid Burney as EmE&apitgl
Partners LLC representative.

We reduced the headcount in South Africa and in May 2009 moved our offices to smaller premises. Our team in
South Africa now consists of threenployees

Outlook

After a turbulent start to the year, we are now focused advancing our assets in Zimbabwe, which we believe

offer excellent mid to longer term prospects. The political situation in Zimbabwe rercla@tienginghowever we
0StASPS 6S INB aSSAy3a GKS FANRG 3INB DyitménKaz Pritné Midister NB 02 @3S
in February 2009. The substitution of U.S. dollars and other hard currencies for the Zimbabwean dollar seems to

have vanquished hyperinflation and the recent World Bank grant, its first to Zimbabwe since 2001, all point to an
improvement in operational conditions. With this in mind, our immediate aim is to move into a cash positive

position and then expand production at odimbabwemines. Eventually we will look at the wider portfolio of

existing assets with a view to enhangitheir value and potentially take advantage of our first mover position in

the country to acquire additional projects.

Finally, I would like to thank shareholders for their patience and continued support as well as the efforts of our
streamlined team awve look to grow the business once more and deliver value to shareholders.

RoyPitchford

Acting Chairman an@hef Executive

23 December2009

CENTRAL AFRICAN GOLD Annual Report 2608° a g e



Board of directos

The board of directors comprises:
Roy Pitchford (57)

CEO and executive director

w2e& KI & Y2 NBsetid mafiagentent éxperigdde @nd executive experience in Southern Africa, 13 years
of which were in the mining industryHe was CEO of Cluff Resources Zimbabwe Limited, Delta Gold Zimbabwe
(Pty) Limited, and more recently African Platinum plc.

Bryce Fort(30)

Nonexecutive director

Bryce is aManaging Directoand founding partneof Emerging Capital Partne@nd has a wealth of experience
managing private equity funds and overseeing investment banking activitiesserves on the board of various
companes.

Craig Campbell (39)

CFO and executive director

Craig is a South African chartered accountant with over 12 years of financial experience predominantly within the
mining arena. Most recently he served as chief financial officer and executive direxdtardiamond exploration

and mining companyDuring this time he hadubstantialexposure to the development of significant exploration
projects, corporate governance and corporate finance, where he was instrumental in closing and implementing the
C$100 rillion merger between BRBiamond Corend Diamond CoreAdditionally, Craig has held other financial
directorships and financial management positions for various companies, includingDBR®©nd Coreand
Diamond Core, as well as companies operating énrétail and manufacturing sectors.
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Group reserves and resources

Central African Gold uses the Australian Code for the Reporting of Mineral Resources and Ore Reserves (JORC) of
the Australian Institute of Mining andMetallurgy (AIMM), which sets out the internationally recognised
procedures and standards for the reporting of ore reserves and mineral resources in Australia, and is recognised as
a recommended guideline for reserve and resource reporting for companies listed on AIM.

The JORC code also recognises the South African MResaurces Code (SAMREC) &adth African Council for
Natural Scientifi®rofession§SACNASBN a reciprocal basis.

Definitions as per the JORC code

Mineral resources

A mineral resource is a concentration (or occurrence) of material and economieshia?2 NJ 2y (G KS S| NI K Q2
in such form, quality and quantity that there are reasonable and realistic prospects for eventual economic
extraction. The location, quantity, grade, continuity and other geological characteristics of a mineral resource are

known, estimated from specific geological evidence and knowledge, or are interpreted from-eowsttained

and portrayed geological modeMineral resources are suthivided in order of increasing confidence in respect of
geoscientific evidence into infieed, indicated and measured categories.

An inferred mineral resource is that part of a mineral resource for which tonnage, grade and mineral content can
be estimated with a low level of confidencdt is inferred from geological evidence and assumedrmttverified
geological and/or grade continuitylt is based on information gathered through appropriate techniques from
locations such as outcrops, trenches, pits, workings and drill holes that may be limited or of uncertain quality and
reliability.

An indicated mineral resource is that part of a mineral resource for which tonnage, densities, shape, physical
characteristics, grade and mineral content can be estimated with a reasonable level of confidieiscbased on
exploration, sampling and the $&ing of information gathered through appropriate techniques from locations such
as outcrops, trenches, pits, workings and drill hold$he locations are too widely or inappropriately spaced to
confirm geological and/or grade continuity but are spacedelp enough for continuity to be assumed.

A measured mineral resource is that part of a mineral resource for which tonnage, densities, shape, physical
characteristics, grade and mineral content can be estimated with a high level of confidémcéase on detailed

and reliable exploration, sampling and testing information gathered through appropriate techniques from
locations such as outcrops, trenches, pits, workings and drill hdlé® locations are spaced closely enough to
confirm geological andrgde continuity.

Ore reserves

An ore reserve is the economically mineabiaterial derived from a measured and/or indicatedneral resource.
It is inclusive of diluting materialand allows for losses that may occur when tmaterial is mined. Mineral
reserves are subdivided iarder of increasing confidence into probahteineral reserves and proven mineral
reserves.

The probable ore reserve is the economicatiypneable material derived from the indicatedineral resource. It is

estimated with a lower Ieel of confidence than a proven mineral reserve,nslusive of diluting materials and
allows for lossethat may occur when the material is mined.

CENTRAL AFRICAN GOLD Annual Report 2808° a g e



Group reservesnd resources

The proven ore reserve is the economicatiineable material derived from the measuretneral resource ath is
estimated with a high levedf confidence. It is inclusive of diluting materialnd allows for losses that may occur
when thematerial is mined.

Central African Gold reporting inompliance with JORC
In order to meet the requirements of the JOR&le that the material reported as a minenasource should have
GNBLI a2yl of INRYERJISNRIlat AFRINI & GS y (i dzl Has ddtérdiged ahagprodigeidddf OG A 2 y € X
grade whichhas been applied to the quantified mineraliséady according to grocess incorporating the
following parameters:
o the life-of-mine plan, which currently is based on the depletion of ore reserves and 40% ofethsured
and indicated mineral resources;
e aconsensus derived gold price (in US$ per ounce); and
e appropriate cosideration of mining, metallurgical, economic, marketing, legal, environmental, social and
governmental factors in terms of the modifying factors for the conversion of mineral resources to ore
reserves.

Byapplying this process, CAG usedold price o750 per ounce of gold to derive an approprigiay limit for ore
reserves (variable for each deposiind a cutoff grade for mineral resources whighrovides an irsitu grade
above cutoff that exceeds the pay limit for that deposit.

Mineral resouces tave been estimated on thbasis of geoscientdiknowledge with input from the XY LJ: y & Qa
mineral resource geologistsEach2 LISNJ G A2y Q& YAYSNI f Habkaddudzhdd dstribdd s O G S 3
estimated value.

Competent persons

The ore reserveand mineral resources have begmrepared und®&lJ G KS 3 dzA Rl y OS cometeni KS  / 2 YL
persons who are duly registered withe South African Council for Natural Scientifiofessions (SACNASP) and

the Geological Societyf South Africa (GSSAFACNASP andSGA areecognised by the Australian Institute of

Mining andMetallurgy (AIMM) as organisations to whichmpetent persons must be affiliated.

The@ YLJ y& Qa O xonsibdkifo/atcounihieddefinitions in the JORC code, #ralore reserves and
mineral resources quantitieseported here are considered to be fully compliaint all material respects.The
competent personhiad2 FSNJ on &St NEQ S E LEWHDY® Sstimaton of ol depasitthedzl G A 2 v
Company does not have a competerrpon as defined. These roles were fulfilled previously by:
e P.N. Bentley (M.Sc., M.Sc. (Minex), Pr.SCI.Nat. 400208/05, GSSA 40866)
¢ D. Richards (BSc. HofGeo.), GDE (Min. Eng.), Pri. Sci. Nat.)
e F. Dooge ( BSc (Hons), Pr.SCI.Nat. 400003/86)
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Auditing

Independent cosultant Snowden MiningConsultans (Snowden) audited the CAG omeserves and mineral
resources as part of th&eptember 2006 readmission documenfdvice hassubsequently been taken from
Snowden forsubsequent mineral resource statementsie@eserves have been erected based on Ukwazi Mining
O2yadzZ I yiaQ YAYS LIIYyyAy3a FyR AO0KSRdzZ Ay3d adddzRASa®

Ore reserves and mineral resources
During 2007 theCompanyundertook ore reserve and mineral resource estimations properties in Ghana, Mali
and Zimlabwe. Theseestimations are a part of an evolving process, arethodology varies from
e computerised threedimensional geology and orebody modelling, with geostatistical estimation of mineral
resources and ore reserves as at Bibiani mine, Ghana;
e manual poygonal estimation ohon-computerised ore block and development plans as at the Falgold
operations in Zimbabwe; and
e computerised mineral resource estimation of exploration drilling data, as at Medinandi in Mali and Bibiani
in Ghana.

The consatlated ore eserves and mineraksources for tk group excluding Ghandollowing its divestment in
January 200%ure given below. As pdORC guidelines, the ore reserves are reportedrasdified subset of the
mineral resource estimategnd reflect appropriatanodification to account fodilution, pillars, mining losses and
mine call factors.

Pay limits have den erected for each operatiomnd incorporate fied and variable working costsetallurgical
recoveries and mine call factorshe economic viability ofhe ore at a goldorice of US$750 per ounce of gold
mineralresourceshas astated cutoff of 1.00g/t gold at FalgoldThe cutoff grade for the resources reflects that
grade abovewhere the average grade of ore exceeds pay liluitgd is generated by cating a grade: tonnage
curve for all the mineral resources.

TheFalgold operations produce goftbm a variety of oresources and metallurgical floprocesses, for example,
tailings/slime retreatmentunderground hard rock, and oxide opencast thanified or heap leached.

Group consolidated ore reserves and mineral resources
Attributable and consolidated reserves aresourcenow owned by the Compargre shown below:

Ore reserves Mineral resources
Total Attributable Total Attributable
Mineral asset Equity % Au Koz Au Koz Au Koz Au Koz
Falcon Gold 85 388 329 1,165 986
Olympus 100 240 240 364 364
Medinandi 80 - - 505 404
628 569 2,034 1,754

CENTRAL AFRICAN GOLD Annual Report 2008 P a g e



Group reservesnd resources

The following summarises the reserves and resources now owned by the Company. The resergsswands of
the Bibiani gold mine in Ghana are no longer considered relevant to the Company since the forced divestment of
CAG Ghana on 14 January 2009.

Falgold, Zimbabwe

The Falgold operations comprisgo producingmines Dalnyand Old Nig and three mines, Venice Camperdown
and Golden Quarrycurrently on care andnaintenance. When CAG acquired the Falgold aBtympus assets,
reserve and resource estimatioegisted for the properties, although they were nBODRC compliantiAn initial re
categorisatbn of thereserves and resources was undertaken late in 288art of an independent competent
LIS NE& 2 y QuhichNdBneid padi of the due diligence on the assets

The revised Falgold statement is now J@B@pliant. Estimations are polygonal, and agenerated from mine
plans and block listings, anthtegorised according to the degree dévelopment/availability for mining and
economicviability. Pay limit calculations have been revised &ach facet of each operation, and, due to the
hyperinflatiorary economic environment, haveeen erected to enable normalisation operating costs to US$
using thelmara Edward€Old Mutual exchange rate.The pay limits also include factor (70%) to include the
reduced gold revenueeceived due to the Zimbabwe fiss (65:35 USzints for gold sales, where the price
received i65% of US$ spot plus 35% spot converted Ainab rate/gram).

The categorisation of proven reserves is includad,any interested party should be aware that it#ensu strict®
difficult, given the uncertainty ofctually being paid the US$ component of reverin® a foreign currency
account by the Zimbabwgovernment, to ascertain the 100% economiability of proven reservesDowngrading
of theseore reserves to probable status mhg warrantedand is being monitored by CAG.

CAG has initiated the electronic captureatbody data for Dalny and Camperdown projeatdich have been
prioritised for expansion studies.

Medinandi project, Mali

The mineral resources currently establishedviedinandi were estimated subsequent to a phaddrC drilling
conducted by CAG during Q1 a@& 2007, combined with three shallow drillipgpgrammes conducted by
previous workers.Theore zones have largely been classified as infemétkeral resoures due to complex
structure anduncertainty in some areas of the geologicahtinuity of mineralised zones. Further drillings
halted in Q3 2008.
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Zimbabwe
Ore reserve category Mineral resource category
Proven Kt Aug/t AuKoz Measured Kt Aught AuKoz
Ug blocks 584 2.74 52 | Ug blocks 2,460 3.47 274
Ug pillars 1,040 2.25 75 | Ug pillars 2,778 3.20 286
Subtotal ug 1,624 2.43 127 | Subtotal ug 5,238 3.33 560
Open pit milling 871 1.95 55 | Open pit milling 845 2.10 57
Open pit heap leach 379 0.72 9 | Open pit heap leach 379 0.79 10
Slimes/tailings dumps 466 2.27 34 | Slimesf/tailings dumps 12,420 0.69 276
Subtotal surface 1,716 1.76 98 | Subtotal surface 13,64 0.78 343
Total proven 3,340 2.09 225 | Total measured 18,882 1.49 903
Ore Eeserve category Mineral resource category
Probable Kt Aug/t AuKoz| Indicated Kt Aug/t AuKoz
Ug blocks 2,025 3.19 207 | Ug blocks 4,160 3.54 473
Ug pillars 327 5.04 53 | Ug pillars 616 1.91 38
Subtotal ug 2,352 3.44 260 | Subtotal ug 4,776 3.33 511
Open pit milling 658 1.94 41 | Open pit milling 686 2.00 44
Open pit heap leach - - - | Open pit heap leach - - -
Rock dumps 1,758 1.17 66 | Rock dumps 7 1.21 -
Slimes/tailings dumps 3,600 0.32 37 | Slimes/tailings dumps 1,797 1.21 70
Subtotal surface 6,016 0.76 144 | Subtotal surface 2,490 1.43 114
Total probable 8,368 1.50 404 | Total indicated 7,26 2.68 625
Total reserves 11,708 1.67 629 | Total M and | 26,18 1.82 1,528
Inferred Kt Aug/lt AuKoz
Ug blocks 1,670 4.35 234
Subtotalug 1,670 4.35 234
Open pit milling 507 2.34 38
Rock dumps - - -
Subtotal surface 507 2.34 38
Total inferred 2,177 3.88 272
Total resources 28,35 1.98 1,800
Mali
Ore reserve category Mineral resource category
Kt Aug/t AuKoz Kt  Aug/t AuKoz
Proven - - - | Measured - - -
Probable - - - | Indicated 341 4.25 a7
Inferred 3,111 4.58 458
Total reserves - - - | Total resources 3,482 4.55 505
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Corporate governance statement

The board of directors is accountable to ti2 Y LI Yy &8 Q& & foi gedtl k@ domts dvernance and the
RANBOG2NA adzLlll2NL GKS /2Y0AYSR /2RSS |a FIFNWnhistndtd Aa L
mandatory for an AIM company, the directors have implemented, where practical for a company ofdéhisdiz

nature, the main provisions of the principles of good governance and code of best practices.

The board has also considered the guidance published by the Institute of Chartered Accountants in England and
Wales concerning the internal control requirents of the Combined Code, in line with the Turnbull Repditie

board regularly reviews key business risks, via a number of properly constituted committees, in addition to the
financial risks facing the group in the operations of the business.

The boardof directors

TheGompany is led and controlled by a board comprising two executive directors and a number-execurtive

directors. In May 2008, three additional directors were appointed, namely Roy Lander (newly appointed
independent norexecutive chaman), David Glennie (independent nerecutive director) and Thomas Gibian
monSESOdzi A S RANBOGZ2NLD® bl GFAR . dzNySe 61 & FLIWRAYGSR | a

InJuly 2008, th€2 YLJ y@ Qa OKAST TFTAYI YyOAl { DidBks NdEgndd it INNEnde& t NSy
2008. In December 2008, Thomas Gibian resigned and Navaid Burney was appointed -@&xecatwvedirector.

Craig Campbell, appointed as tG2 YLJ y @ Qa OKASTF FTAYIFIYyOALf 2FFAOSNI Ay { SLI
in December 2008.

Navaid Burney succeeded Tom Gibian as aexatutive director in December 2008. In December 2009, Bryce
Fort was appointed as a naxecutive director to fill the role vacated by Navaid Burney.

There are no matters specifically reservedthe board for its decision although effectively no decision of any
consequence is made other than by the directorBoard meetings are held when requiredAll directors
participate in the key areas of decision making, including the appointment ofdir@etors. There is no separate
Nomination Committee due to the current size of the board.

The board receives timely information on all material aspects about the group to enable it to discharge its
liabilities.

While all directors have equal responéiilyiin law for managing th€2 YLJr y& Qa | FFFANRZ AdG Aa &
management to run the business within the parameters laid down by the board and to produce clear and accurate
reports to enable the board to assess their performancehe executigs make full use of the expertise and

experience that the nomxecutive directors bring from their business careers.

¢CKSNB A& y2 F3INBSR F2NXIt LINRPOSRANBE TF2NJ 6KS RANBOG2NE
expense.

All directors subntithemselves for reelection at the Annual General Meeting (AGM) at regular intervalsere
are no specific terms of appointment for n@axecutive directors.

A Technical Committegvas established comprising Roy Pitchford (chairman) and Roy Landlke technical
committee did not meet during the year.
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Director remuneration

The Company established &munerationCommittee, chaired by David Glennie and assisted by Thomas Gibian.
The remuneration committee did not meet during the yeahere is currentiyno remuneration committee due to

the current size of the boardlhe chairman is responsible for the consideration and approval of terms of service,
remuneration, bonuses, share options and other benefits of the other two directors and they, in turn, are
responsible for his, all decisions are made after giving due consideration to the size and nature of the business and
the importance of retaining and motivating management.

All directors have service contracts with tGempany.

Accountability and audit

The Company has establishedn Audit Committee, which mebnce in 2008 and once in 2007The Audit
Committee was chaired by Roy Pitchford until his appointment as chief executive officer and comprised David
Glennie and Roy Landerhere is currently no audéommittee due to the current size of the boar@he chairman

and chief financial officer are responsible for reviewing the scope and results of the audit, its cost effectiveness
and the independence and objectivity of the auditor&.formal statement bindependence is received from the
external auditor each year.

Relations with shareholders

The chairman and chief executive officer are @Y LJF Y@ Q& LINAYOA LI f &LJ121SaLIS2LX S 64
the press and other interested partiedAt the AG/, private investors are given the opportunity to question the

board.

Internal control

¢CKS 02FNR 0ly26t SR3ISE AGa NBalLRyaArAoAftAde FT2N) SaidlofAia
Although no system of internal control can providesalute assurance against material misstatement or loss, the
QYLIlIyeoa aeaisSvya NB RSaA3dIySR (2 LINPOARS G(GKS RANBOG2 NI
on a timely basis and dealt with appropriately.

The key procedures that have beestablished and which are designed to provide effective control are as follows:
e Management structure, the board meets when required to discuss all issues affecting the group
e Investment appraisat the group has a framework for investment appraisal, andrapal is required by
the board where appropriate

The board reviews the effectiveness of the systems of internal control and considers the major business risks and
the control environment.No significant control deficiencies have come to light duringpaeod and no weakness

in internal financial control has resulted in any material losses, contingencies or uncertainties which would require
disclosure as recommended by the guidance for directors on reporting on internal financial control.

Going concern

l'F @AYy3 YFERS FLILINBLNRIFGS SylidANASa FyR KFE@Ay3a SEFYAYySR
position, the directors are satisfied that the group has adequate resources to continue in operation for the
foreseeable future. For this reasn and as set out in Note 1 to these financial statemeritey consider it
appropriate to adopt the going concern basis in preparing the financial statements.
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Principal activities
The principal activities of thgroup during the year were thosef gold exploration, mining, investmerand
development.

Review of the business and future developments
The yar under review was not without its challenges.

In Ghana, a number of initiatives were undertaken during the first half of 2008 with a view to increasing the
production tonnages and recovered grades at Bibiam.June 2008, the Company contracted affiliate of

Barmincoto sink a second decline to accessthe oré¢ R& | YR | OKAS@S NI YLIndzLd 2 'y &
Y2YGK 60adLIYéO G NBASkoud achidve dpidgiowin] t @ G KI y

Developmentofthe2 YLI y&@ Qa YAYyS G . A0AFyA O2ydAydzSR (2 f1 3 06SK
shortfall in godl production compared with budgetThis, in conjunction with ongoing capital expenditure, utilised
the cash resources of the group and resulted in an accumulation of trade payables.

The operations at Bibiani had an immediate requirement for fundimgorder to provide it with the cash
resource necessary to settle the accumulated trade payables, and to fund operational expenses and mine
optimisation of the existing shaft over the period until production reached a satisfactory level and generated
positivenet cash flows, which was expected in August 2008.

TheR YLI yeQa FdzidzaNE @Al oAftAle 61 a RSLISYRSyld 2y | OKASGAy
decline shaft and a second decline shaft at Bibidiie second decline shaft was scheduled tamperational in

January 2009.The purchase of a new mining fleet was anticipated to have a marked improvement on output

for the remainderof 2008, and into 2009.

On 8 July 2008, the board announced that, in addition to $6.94 million raised from ECPvastbdnAsset
Management in the form of convertible loan agreements, tGempany required a further $10.0 million of
funds, which it intended to raise via an equity placing to be undertaken in August 2008iso identified
additional sources of fundingnithe form of an overdraft facility of $1.0 million and lease finance of equipment
at Bibiani of $1.5 million, which the directors had no reason to believe would not be forthcoming.

However, on 25 September 2008, in the interim results statement of thepamy for the period ended on 30

June 2008, the board announced that, as a result of the general market turbulence, including a volatile gold

price and weak and deteriorating equity markets, the board had decided to conduct a more wide ranging review

of funding options, including examining options for a capital injection aimed at maximising shareholder returns.
''YVF2NIdzyiStfex GKS 02FNR ¢l a dzyhotS G2 ARSYyGATeE | adz
shares were suspended from trading on Afldnding clarification of the® Y LJ y @ Qa FAY Il yOALl € LJ2 a
requirement for further short and medium term funding to enable the company to continue operating.

Following this announcement, Greg Hunter, the then chief executive ofdihmepany, resigné and the role of
chief executive was assumed by Roy Pitchford, one of the then non executive directors, who had served on the
board since January 2004.

On 4 December 2008, th@ompany announced that, in common with a number of other mining operators in

Zmbabwe, its subsidiaries had ceased all operations in Zimbabwe due to the adverse political and economic
climate, but the group would continue to maintain its assets there, to the extent practicable.
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hy wmn WIydzZ NBE wHnngZ GKS arg Cadra) Affedn GolK @hiarfa &imjdzeivedRa & dzo a A R
notice of default from Investec Bank in regarding the {payment of monies due on the Investec Bank project

loan facility agreement (the "PLFA") and the fmayment of monies due under various gold fordidransaction

agreements (the "HFA") with Investec Bank. Investec demanded a full repayment of more than $20 million from

the company.

In addition to the demand for repayment, Investec invoked its power of attorney under the charge over the
02 Y LJ y &Qia théi@ehtral African Gold Ghana Limited and transferred the 90,000 shares in CAG Ghana to
Investec Bank, making it the legal owner of Bibiani.

CIFOSR 6AGK GKS LINRPAaLISOG 2F tAldZARFGA2Yy X Kwlth tie2 | NR | &
coy i AydzSR &adzLJLl2 NI 2F (GKS O2YLI yeéQa YI22N) aKIFI NBK2f RSNE R
aStitSYSyd |aANBSYSyld ¢l a SyGiSNBR Ayid2 o0SGsSSy (GKS 0O2Yl
liability to $5 million. Pursuant to thigshe company announced that subject to shareholder approval, CAG

proposed to raise $8.0 million (before expenses) and to proceed with the partial conversion of the convertible loan

notes issued in July 2008.

Shareholder approval was sought and receivecafoincrease in the authorised share capital to accommodate the
Aaadz$S 2F pcpIdpTanIdpdH ySé 2NRAYIFINEB akKlFNBa G meonn LISyOS
Ay NBaLISOG 2F GKS LI NIALFE O2y O Shehet proteedsf afipkofmately £E5y7 y 2 (G S a
million before costs were used predominantly to settle the outstanding liability to Investec Bank.

Investor confidence and fund raising

At the end of 2007, CAG announced that subject to shareholder approvalCahgany proposed toraise

£15.6 million (before expenses) through the issue of 60,000,000 new ordinary shares ataf gice6per share.

CKA& 61 & Rdzf & FLIINBOSR G Iy SEGNI2NRAYINE 3ISYySNrt YSS
together with the additional flexibility provided by the extensiontotie Y LI y&é Q&4 SEA&alGAy3I RSo6G 1
in November 2007, were designated to fund the development/ of DQ& ! FNA OFYy LINBRdAzOGA2Y

portfolio in Ghana, Mali, Zimbabwe and Botswana.

The much slower than anticipated build up in production of Bibiani placed considerable pressure on the cash
resources of the group during 2008 and the board of directors identified a need to raise further capital to support
operations. Immediate supportwas offered by two significant shareholders who agreed to advance US$6.94
million in the form of convertible notes with arGonth term and the issue of US$1 million of new ordinary shares.
The Gompany announced that it would seek to raise an additiong$10Smillion via an equity placing in the third
quarter of 2008.

Negotiations at Central African Gold Ghana for an overdraft facility of US$1 million and ifesasee ffor mine
equipment (US$3. million) were ultimately not successful.

In April 2009 the company raised $8 million before expenses which was primarily used to settle the liability to
Investec Bank of $5 million in terms of the settlement agreement entered into.

Yt LQa

TheGompany previously reportethat it would use 2008&s the reference (b&} year through the capitalisation of

its various development and exploration projects, to initiate a KPI system aimed at helping CAG mitasure
performance on an annual basighis was regrettably not achievdxlt it is anticipated to be implemented as
part of the development of the Zimbabwean mines
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Financial Results
Turnoverin the yearwas £14.1 million (2007: £11.0 million) from the sale of 32,250 (2007: 33,637) ounces of gold.

Administrative expenses totaled £5.7 million (2007: £9.6 milliofie total operating loss for the period
was £15.9 million (2007: £14.7 million)The poor operatingesult wasprimarily the result of lower than
budget production from tailings operations and a slower than expected build up of production from underground
at Bibiani.

The carrying value of assets at Bibiani was impairedIy45 million (2007:£nil) resulting in a loss for the
year of£26.534 millionor a loss of 5.91p per share (2007: 15.31p).

¢KS NX&dz Ga F2NJ Hnny NBTESHE (GKS Y2URYBIANSESYSYIKS &F! §
£3.8 million) applying a gold price of US$866.55/0z at 31 December 2008 (2007: US$833.Zblezrises

as a result of the gold salgreement which was entered into as part of the US$25 million loan thatidken

out with InvestecBank Limited in 2007. At 31 December 2008, the gold sale agreement reflected a
cumulative mark to market loss of £3.8 million (2007: £6.9 million) by reference to a gold price at the time

of US$866.55/0z.

TheresultsalsoréOlG I aKI NBnolaSR LI &yYSyid OKIFINHBHS 2F mndrcY OH

The group reported in 2007 that the functional currencytiodé Zimbabwean entitieshad been deemed to be

US dollars. Where transactions had occurred in Zimbabwe dollars, the results and assettamstated

using the Old Mutual Implied Ratélhe Old Mutual Implied Rate was used rather than the official rate, since
the Company believedhat the Old Mutual Implied Rate gave a more accurate representation of the purchasing
power of the Zimbabwean diar. All trade on the Zimbabwean Stock Exchange ceased in November 2008
rendering the Old Mutual Implied Rate obsolefEhe rate of inflation in Zimbabwe reached extraordinary levels to
the extent that inflation indices were outdated as soon as theyabee available. When inflation indices were
available, there was a high level of subjectivity with respect to measurement, resulting in inflation measures that
varied considerably depending on the methods applied and the inputs into the inflation measurenuslel.
Inflation adjusted financial statements were considered unreliable in the circumstances.

Transactions in local currency were based on a pricing criteria that was dependent on the method of settlement,
that is, depending on whether the transaatiovas settled in cash, by bank transfer, by cheque or in kifide
accumulation of transactions settled by different modes of payment produces annual results that are misleading,
and would also have an effect on inflation adjusted financial statements.

Gven the current economic situation in Zimbabwe coupled to the decision to suspend operations in early
December 2008, the directors have to apply considerable judgment in assessing the recoverable amount of
goodwill and other assets iimbabwe. The diredors have assessetthat no impairment of the overall asset value

is required
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Financial position post Ghana

The board of directors considers that in light of the divestment of the Ghana subsidiary, settlement of the
guarantee to Investec and the share gdganent, it would be useful for shareholders to understand the balance
sheet position reported at 31 December 2008 as if these events had taken place on 31 December 2008:

Balance sheet CAGGhana Net proceeds Settlement of Total
In thousands of pounds sterlin divestment of capital raise guarantee
Non current assets 42,270 (31,703) 10,567
Current assets 2,455 (2,028) 427
Cash 3,048 (2,781) 5,400 (3,562) 2,105
Total assets 47,773 (36,512) 5,400 (3,562) 13,099
Equity (3,714) 3,150 (5,400) (5,964)
Non current liabilities (7,267) 6,616 (651)
Current liabilities (36,792) 26,746 3,562 (6,535)
Total liabilities (44,059) 33,362 3,562 (7,135)
Total equity and liabilities (47,773 36,512 (5,400) 3,562 (13,099

Notes:
1. The disposal of Ghana reflects the disposal of the net liabilities of Central African Gold Ghana Limited.
2. The proceeds of the capital raise have been incluaféer the deduction of costs.
3. The liability of $5 million, plus interest in terma&the guarantee, was settled.
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Going Concern

The financiaktatements are prepared ongoingconcernbasis which is considered in more detail in the basis of
preparation in note 1 of the financial statements.

The Directors believéhisto be appropiate for the following reasons:

e The repayment of interim funding advanced during the period leading up to the capital raise has been
RSTSNNBR o6& GKS O02YLIyeéeQa YI22N) aKIlI NBK2f RSN

o CAG hasdisposedof its Mali assetsis announced o021 December 2009 for aonisideration of $5 million.

e TheGompany has no significant debt repayment obligations in the short term. The liability to Investec
Bank has been settled. Repayment of the convertible loan noeferred until the sale of the Mali assets
or Apri 2010, whehever is the earlier, has been deferred to April 2011

e The major shareholders have committed additional funding to the Company in the form of new
convertible loan notes.

e Management has prepared projected cash flow information for the period ending twalweths from
GKS RIFGS 2F GKS 02FNRQ& FLIINRGIt 2F GKS FAYlFIYyOAlf &

e Cash resources at the date of reporting are sufficient to maintain the corporate overhead structure as well
as to make limited investment in Zimbabw@&perating costs have been mimised to the extent possible.

e The remaining funds after settlement of the liability to Investec Bank are being used in the enhancement
invalueofthe2 YL y&@Qa NBYlIAyAy3d | adasSiao

On the basis of this cash flow information, the directors consider thatcitrapany will be able to continue in
operational existencdor the foreseeable future However, beyond this period of time, the Company requires
additional funding. The directors are currendyamining a number of initiativefer developingthe Companyin

the short to medium termThe financial statements do not include any adjustments that might result from the
basis of preparation being inappropriate.

Ghana

A number of initiatives were undertaken in Ghana with a view to increasing production tonnadee@vered
grades. Work commenced on the sinking of a second decline to access the orebody and achieve ramp up to an
initial 100,000 tonnes per month target more quickly than CAG could achieve on its own.

Development of the Bibiani mine continued to l&ghind schedule with a consequential shortfall in gold
production compared with budgetThis, in conjunction with ongoing capital expenditure, continued to utilise the
cash resources and resulted in an accumulation of trade payables.

The directors repded that the future viability of theCompany was dependent upon achieving acceptable
performance levels for the existing decline shaft and a second decline shafthe expected decline shaft was
only expected to be operational in January 2009, the diextook the following steps to improve the immediate
production at Bibiani:
e 3 new trucks were purchased to increase the fleet to 9, which trucks were expected to be on site in July
2008.
e 2 new loaders were ordered and were anticipated on site by Septer2®@8, bringing the total fleet size
to 7.
e A letter of intent was signed with Barminco to develop the second decline shaft.
e Management consultants were retained to introduce short interval controls to improve upon production
efficiencies.
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The Company cominued to seek resolution of the liquidity issues, culminating in a site visit with representatives
from its major shareholder and Investec Bank to the Bibiani mine in December 2068mber of meetings were
held with the key stakeholders and creditosthe Company.

However, on 14 January 2009, Investec Bank demanded the repayment of the project finance facility in full and
notified CAG that it had exercised its power of attorney in respect of the charge over the shares in CAG Ghana,
making it the leghowner of the Bibiani mine.

Zimbabwe

TheR YLI y& Aad GKS YIFI22NA(Ge 2¢6ySNI 2F (g2 &adzwwaARAIFINRSAE Ay
oyndt LISNI OSyliouv |yR hfeévYLldza D2f R Faldod &rid OlympisibétBen o6 ¢ h £ &
them include a number of previously operational gold mines and extensive claim holdings. Hoalever

production ceased in December 2008 due to the adverse political and economic climate in Zimbabwe and related

issues at the four mines owned by t@empany.

hy H CSONYXzt NB HnngpZ GKS D2@SNY2N) 2F (GKS wSasSN®BS .Iyl 2
6dat {¢€0@ ¢CKS LINPLRASR OKlFy3aSa RSGFIAfSR Ay GKS at{ |
potentially, if actioned as describetlave a significanand positive impactonth€2 YLJ y8 Q& | oAf Ade& {2
Zimbabwe gold mining operations in the near term. Amongst other changes, the MPS contemplates specific
improvements for gold producers that are designed to counter the factoas ¢ontributed to the Zimbabwe gold
sector decline over the last 18 month&Jnder the MPS, the proposed changes inctude
e permitting gold producers, after receipt of a Gold Export Permit, to be in control of their gold sales: gold
companies will be abl® produce and sell gold and be reasonably assured that they will be paid for their
bullion within normal trade terms, as such gold production may be marketed outside of the control of the
RBZ. This is one of the mafgnificant changes in the MPS;
e permitting gold producers to retain 92.5 per cent. of their sales in foreign exchange (increased from
the previous level of 85 per cent.)These funds may be held indefinitely, as compared to the
previous requirement to convert any remaining foreign exchangéotal Zimbabwe currecwithin
thirty days of receipt;
e giving gold producers the freedom to access certain financial instruments, such as gold loans from
offshore markets, that would then be collaterised by their own physical gold inventory, thukgin t
opinion of the board, making access to operating capital and new project financing significantly
easier; and
e O2y@SNIAYy3 Fftft OdZNNBy(d 2dziadlryRAYy3I NBOSADLOfSa 26
Tradable Gold | O1 SR C2 NB A 3y wbidh @i hafedaSterm afyLR months and will pay
interest at eight per cent. per annum upon maturity. The interest owed is to be accrued from the
time that the money has been outstanding and the RBZ will honour the full principal plus interest on
maturity.
Furthermore, the RBZ has laid out certain measures to significanty®e dzf | §S %A Yol 066S5SQa SEO
policies. These measures include the ability of gold producers to pay for goods and services offshore, as well as all
genuine external debtand dividends without prior Exchange Control approval. The directors believe that this step
should, ifactioned make the flow of operational capital more efficient, and allow for the unfettered transfer of
operational proceeds.

The directors believe thathese reforms, together with political changes in Zimbabwe, including, inter alia, the
agreement by all parties in February 2009 to establish a Government of National Unity, should enable the
Gompany to restart gold production in Zimbabwe relatively glyidollowing the completion of the Placing.

In the medium to long term, the directors believe that CAG may, subject to financing availability, amongst other
factors, be in a position to act as a consolidator for other Zimbabwean producing assets.
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Mali

The Company has an 80 per cent. interest in 11 permits in southern Mali eneh permits in western Mali

through its subsidiary companies Mali Goldfields SA and Songhoi Resources SA, the remaining 20 per cent being
owned by the Malian Government. This higlpiospective portfolio of 8 properties spaned approximately2,137

km? of Birimian strataat 31 December 2008

The most advanced projects are on the 150" Redinandi and Bokolobi permits (held Spnghoi Bsources SA)

in the prospective Kenieba digtt, which together currently have a combined mineral resource of approximately

500,000 oz of gold grading 4.55g/t Au at the Fadougou Main Zone target. During 2008, further reverse circulation
6aw/ ¢0 RNAEEAY3I gl a O2YLX Dachdtes fori3,9488 Rere/drilfédRoketba nurhberioR G | £ 2
target areas outside the Fadougou Main Zone.

LY @ASg 2F (KS 02 NRRY¥LIRFaDHES %Yo Fedday 2yaaixisa s GKS
development of the Malian assets and the difficultief effectively managing the Malian assets from the

/ 2 Y LJI offieeCiraSouth Africa, the boamkcidedto sell the Malian assets in the short to medium term in order

to augment the group's working capital and specifically to generate funds to satisfiatility totaling US$4.01

million owed to Investec Asset Management and ECP Africa together under the new convertible loan agreements,
RSGIFIAfTAa 2F 6KAOK IINB aSié 2dzi Ay GKS aSOGA2y Syidaidt SR v,

Accordingly, as announced @1 December 2009,ite Company has entered into a binding agreement to dispose

2F AG& yn LISNI OSyio Sljdaide AydisSNBada Ay SIFIOK 2F alfiA D
laasSiaqQo oOWiIKS 5AaLRaltQo G2ANKSI Sy anaoywaWi KS Gl (3N B X
O2yaARSNIGAZ2Y 2F ! {bPpdn YAffA2Y OWGKS /2y&aARSNIGAZ2YQU®
stage gold exploration assets, consisting 8fptospective permits spanning circal3/kmz2 of the Birimian strata,

were recaded as having a book value of £3ulion.

The Consideration is made up of an initial mefundable payment of US$0.5 million in cash, which was paid on

signing of the Agreement, and a further US$3.5 million payable in toaiie Company on completion of the
5AaLI2alt oW 2YLX SGA2Y QOO I FAdZNIGKSNJ ! {bmodn YAfttA2Y GAf
a JORC compliant indicated and measured gold resource of at least 500,000 ounces.

Completion must occuon or before3 March 2010 and is subject to, inter alia, shareholder approvalCir&ular
containing notice of the General Meetingill be sent to shareholders for approval shortly. The time between
signing the Agreement and Completion will also be usedPrairie Downs to raise sufficient funds to satisfy the
Gonsideration and to seek shareholder approval for the necessary issue of equity.

Botswana

The Company owns a 100 per cent. interest in Matoko Limited, which holds the rights to the Kraaipatmgsp
licence. The permit area overlies the nostkestward strike continuation of the Archaean Kraaipan greenstone
belt from South Africa. Thkcenceis underlain by the extension of the eastern arm of the Archaean Kraaipan
greenstone terrain into solmern Botswana. The Prospecting Licence overst3én was renewed in July 2007 for

two years (after a 50 per cent. surface area reduction) and is renewable again in July 2009 for a further period of
two years with a further area reduction of 50 per cerithe Botswana assets had a carrying book value of £0.4
million (approximately $0.56 million) as at 28 February 2009.

The board intends to review the exploration programme in Botswana and will decide whether to continue

the programme through its subsidi@s, find a suitable joint venture partner or to dispose of the
Botswana assets.
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Dividends
The results of the group appear in detail in the financial statemeiiise directors do not recommenplaying a

dividend (2007: nil).

Directors

The following diretors have held office during the year under review and up to the date of this report:

RP LandeNon Executive Chairman appointed 5 May 2008

RA Pitchford@hief Executive Offiger appointed on 12 November 2008
resigned as nomxecutive director 12 divember 2008

B Fort Non Executive Directpr appointed 13 November 2009

ClI CampbeliGhief Financial Officer appointed 15 December 2008

N Burney lon Executive Directpr appointed 15 December 2008
resigned 13 November 2009

T Gibianlon Executive Dictor) resigned 15 December 2008
appointed 8 May 2008

D GlennieNon Executive Directpr resigned 12 December 2008
appointed 5 May 2008

GD HunterExecutive Directdr resigned as Chief Executive Officer 12 November 2008
resigned as Chairman 5 May 300

CMW PrenticeExecutive Directdr resigned as Chief Financial Officer 1 July 2008

Substantial shareholdings
The Company has been notified of the following substantial interests a5 l[db2ember2009:

Number of ordinary Percentaye of
shares of 0.5p eaq shares of 0.5p each
issued share capital
Emerging Capital Partners LLC 502,242,49 50.02
HBD Zim Investments Limited 282,985,49 28.18
Investec Asset Management 105,184,26 10.44
Cipher 06 Llc 18,343,10 1.83
Thomas Kaplan Family 7,000,00 0.7¢
Pitchford R Asq. 6,400,00 0.64
Central African Mining & Exploration Co Plc 6,222,22 0.62
Enso Capital Management 6,066,66 0.6¢
Patria Direct 5,110,00 0.51
Barclays Stockbrokers Limited 4,534,80 0.45
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Board and management

During the year uner review CAG has strengthened its board and management team as part of its strategy of
assembling @oard with the relevant experience and contacts to advance the existing gold production and
exploration assets.In May 2008, Roy Lander joined the boarsl @ independent non executive chairman,
David Glennie and Tom Gibian man-executive directors and Navaid Burney, as an alternate-executive
director to Tom Gibian.Together they haveolid understandings of the financial markets and possess strong
relationships within the Africamesource sector, which will help CAG as it looks to acquire further assets and
strengthen its portfolioof gold assets across Afric&Charles Prentice resigned as chief financial officer in July
2008 and was replaced by @yaCampbell in September 2008n November 2008, Greg Hunter resigned as
chief executive and was replaced by Roy Pitchford, who was a long serving non executive dif2atod.
Glennie and Tom Gibian also resigned their directorships, with Navaid Bassayming the role of a nen
SESOdzi A S RANBOG 2 NG 2AfyT 2062AYY D AbOFAG FYAQRA . AdaNSF SRBaNa NB &AA Iy G A2
was welcomed to the Board.

Creditor payment policy

The group policy is to ensure that, in the absence of a disputesugipliers are dealt with imccordance
with its standard payment practice whereby as far as reasonably possible all outstanaitegaccounts are
settled within the term agreed with the supplier at the time of the supplyotiterwise 30 days from receipf
the relevant invoice.

Disclosure of information to auditors

¢tKS RANBOG2NE ¢6K2 K2fR 2FFAO0S G GKS RIFGS 2heyarelJLINR G €
each aware, there is no relevant audit information of which & Y LJI y édibés are wizaware and that

each director has taken all the steps that he ought to take as a director to make himself aware of any relevant

audit information and to establish thatth€2 Y LJ y & Q& | adekte\ofitRBaNdforntathdis

Auditors
KPMG have adirmed their willingness to continue in office, and a resolution for their reappointmeititbe
proposed at the forthcoming Annual General Meeting.

Risks and uncertainties

Cash flow management

Cash resources at the date of reporting are limitad willremain so until the consideration for the sale of
the Malian assets areeceived TheCompany has satisfied the $5 million liability owing to Investec Bank.

Project development risk

¢CKSNB OFy 06S y2 aad:aNIyOS KL lopdllihSccadhBedanin aurrdiNabui@sS O a o
or completed on time or to budget. Future work on the development of these projects, the levels of
production and financial returns arisiritgerefrom may be adversely affected by factors outside the control of

the grow.
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Ore body yield

In arriving at the predicted mill feed ore grade and metallurgical recovery, a statistical approach has been
adopted according to industry norms (JORC compliatfpwever there is a risk that the actual delivered
grades and plant rec@ries may vary from month to month depending on which part of the ore reserve is
currently being mined.This is particularly true when mining in remnant areas.

Equipment availability

Despite the careful selection of suppliers with representation in thentdges in which CAG operates there is
always a risk that certain parts and spares required will be unavailable and will be subject to import and
clearing delays.

Power
Gold mines, and in particular the plardare large consumes of power and unschedulebad shedding may
result in a decrease in gold output.

Gold prices

The activities of the group, and particularly the viability of its gold mines, will be subject to fluctuations in
demand and prices for all minerals generally and in particular gold pricgssignificant reduction in global
demand for gold, leading to a fall in gold prices could lead to a significant fall in the cash flow of the gold
mines and/or a delay in exploration and production or even abandonment of these gold mines should it
prove uneconomical to develop.This would have an adverse material impact on the operating results and
financial condition of the group.

Insurance risks

The group has insurance cover to mitigate any substantial losses that could arise from major catastrophes.
The occurrence of an event that is partially covered by insurance would not have an adverse effect on the
business, financial condition and results of operations of the group.

Exploration and development risks

Most exploration projects do not result in thdiscovery of commercially mineable deposits. While discovery
of a base metal or precious metal bearing structure may result in substantial rewards, few properties that are
explored are ultimately developed into producing minedt is not possible to enser that exploration
programmes carried out by the group will result in profitable commercial mining operations.

Resource and reserve estimation

The group has estimated its resources and reserves on data and information provided by the operating
entities andhas relied on the accuracy of the information provided. It has also taken a view of the future of
commodity prices in determining the economic recoverability of the resources and reserves. Should,
however, this information and the associated economic asgtion prove to be incorrect, it may impact the
estimation made in these financial statements.

Political risk

African countries experience varying degrees of political instabilltgere can be no assurance that political
stability will continue in thosecountries where the group currently has, or may have, operatiohs.the
event of political instability or changes in government policies in those countries where the group operates,
the operations and financial condition of the group could be adverséfigcted. In some jurisdictions the
local government is entitled to a free carried interest on conversion of prospecting permits to mining
licenses. See note 24 for further details.
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Economic risk

In general, the economies in which we operate have also ggpeed devaluations, high inflation and high
interestrates.! £ f (KSasS SO2y2YAO NRala YIreé FTNRY GAYS G2 GAYS

Zimbabwe

The situation in Zimbabwe has been well covered in the media. Hyperinflation, currency riskhand
AYRAIASYAAlIGA2Y LINPINIYYS [ff O2y(iNRO6dziS (26 NR | aiAdy
country.

Financial instruments

The values of financial instruments reflected in these financial statements have been based on the fact that
estimates reflect the fair value This is primarily in the valuation of assets and liabilities acquired during the
period and also the valuation of the gold sale agreemehtowever, should this assumption prove to be
incorrect, the fair values reflected these financial statements may change.

Exchange controls

Some of the countries in which the group operates have maintained strict controls on access to foreign
currency and the repatriation of funds.

Currency and exchange rate fluctuations

I £ f i K SevehdeR flzhd@si African operations are either denominated in, or priced by reference to, US

Dollars. The group conducts its operations in a number of jurisdictions and therefore, notwithstanding the

use of US Dollars in relation to its African operatipis subject to fluctuations in exchange rates between

these countries in relation to the relative costs of inputs, labour and returns received from production. A
AAIYATFAOLIYG FfdzOhGdzk A2y Ay Fyeé 2F (KS hierdeldfeatol Se 2 LIS
the business, financial condition and results of operations of the group.

5ANBOG2NRaE AYRSYyAilASa
All directors and officers benefit from qualifying third party indemnity provisions in place during the financial
year and at the date of tils report.

Contributions

Political contributions and charitable donations

The group made no charitable donatioaspolitical contributionsfor the 2008 year (2007: £nil).
t2adnol 1 yoS akKSSi4 S@Syida

Extraordinary General Meeting

/'D KStR Iy SEGNI2NRAYI NB 3ISy S Nhd purpoSeSof the/rieetiogiviadta ¢ 0 2y
consider and if thought fit, to approve the following ordinary and special resolutions in ctionewith the

proposed placing of new ordinary shares and the proposed partial conversion of convertible loan
agreements:
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Ordinary Resolutions

(i) increase the authorised share capital of the company from £5,000,000 to £5,500,000 by the creation of
100,000,00 ordinary shares of 0.5 pence each;
(i) give the directors the authority to allot the authorised but unissued share capital of the company;

Special Resolutions

(iii) specifically disapply premption rights up to a nominal value of £2,829,855 of share capital pntsio
Section 95 of the Act in respect of the Placing;

(iv) specifically disapply premption rights up to a nominal value of £1,336,321 of share capital pursuant to
Section 95 of the Act in respect of the Conversion; and

(v) generally disapply premption rightsup to a nominal value of £479,569 of share capital, being all of the
O2YLIl yeQa | dziK2NR&ASR o0dzi dzyAaadzSR akKlI NB OF LIAGLH ¢
Section 95 of the Act in addition to the disapplications referred to at (iii) af@lfove.

The company has conditionally placed 565,970,992 new ordinary shares with ECP Africa and HBD at 1.00 penny per

share to raise net proceeds of approximately £5.7 million, before total costs of approximately £0.5 million.

The primary reason for thplacing was to raise sufficient funds to meet the Investec Bank Debt and, along with the
proceeds from the sale of the Malian assets, to provide sufficient working capital for the Company to continue to
enhance the value of its assets in Zimbabwe andBaha.

Convertible Loan Agreements

In June and July 2008, tt@mpany entered into the convertible loan agreements, under the terms of which the
company borrowed $3.94 million (approximately £2.28 million using the rate of exchange prevailing on tl¢ date
the agreement) from ECP Africa ® / &and &3 million (approximately £1.7 million, using the rate of exchange
prevailing on the date of the agreement) from Investec Asset Managemeintl . &edunds received by the
company under the convertible loagreements carried interest at 10 per cent. per annum, compounded monthly
in arrears and payable on maturity.

The terms of the convertible loan agreements provide that the monies received byxdhmpany under the
convertible loan agreements can be conesl, at the election of the lender, in the event that ti@mpany
allotted any new shares prior to the date for repayment of the loan. The convertible loan agreements further
provided that they would be automatically converted in the event that the comypamised at least $1nillion
(approximately £5 million, using the rate of exchange prevailing at the date that the convertible loan agreements
were announced to the market) in an equity fundraising prior to the date for repayment of the loan, in vasieh c

the convertible loan agreements and accrued interest would convert automatically at a price which is 10 per cent.
below the issue price of such fundraising. The repayment date for the loans under the terms of the convertible
loan agreements was in Jaary 2009 but the loans have not been repaid and therefore the $6.94 million (being
$3.94 milliondue to ECP and $3.0 million due to IAM respectively) and accrued interestothgbeing
approximately $& million) is dueand payable by th€ompany. While the proceeds under the placing will, in the
directors' opinion, be both sufficient to repay the $5 million owed to Investec Bank and in the directors' opinion,
for the company's working capital needs, it will not be sufficient to repay the monies duer uhe convertible

loan agreements. Accordingly, t®mpany entered into the new loan agreements with IAM and ECP as detailed
below.

Under the terms of the new IAM loan agreement, the Company has agreed with Investec Asset Management,

subject to Sharehider approval for the disapplication of pemption rights and the granting of the authority to
directors to allot shares, to amend and supercede the terms of the IAM Convertible Loan Agreement so that $1
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million (being approximately £0.7 million) of theomies lent pursuant to the IAM Convertible Loan Agreement
shall convert into new Ordinary Shares at 0.9p per share immediately following the Placing, with the outstanding
amount of $2.2 million (plus interest accruing at a rate of 10 per cent. per annaimy bepayable in cash on the
earlier of the sale of the Mali assets or 14 April 2010.

Under the terms of the New ECP Loan Agreement, the Company has agreed with ECP Africa, subject to
Shareholder approval for the disapplication of fm@ption rights ad the granting of the authority to directors to

allot shares, to amend and supercede the terms of the ECP Convertible Loan Agreement so that $2.4 million (being
approximately £1.7 million) of the monies lent pursuant to the ECP Convertible Loan Agredénbavert into

new Ordinary Shares at 0.9p per share immediately following the Placing with the outstanding amount of $1.8
million (plus interest accruing at a rate of 10 per cent. per annum) being repayable in cash on the earlier of the sale
of the Mal assets or 14 April 2010.

Following the Conversion the Company aiv$1.8 million (plus accrued interest) to ECP Africa and $2.2 million
(plus accrued interest) to Investec Asset Management.

Subject to Shareholder approval for the disapplication ofgmgtion rights and the granting of the authority to
directors to allot shares, the Conversion will give rise to the issue of a further 267,264,081 new Ordinary Shares
representing 26.62 per cent. of the Resulting Share Capital. Following the ConverfoAfriE€ will have a
beneficial interest in 50.02 per cent. of the Resulting Share Capital and Investec Asset Management will have a
beneficial interest in 10.48 per cent. of the Resulting Share Capital.

The resolutions were duly passed and admissiorheflacing shares and the conversion shares to trading on AIM
NBadzZ 6GSR Ay GKS tAFTGAY3I 2F GKS adzallSyarzy 2y (GKS 0O2YLI

Ly@oSaasSo ''aasSit alyl3aSySyid otidev [AYAGSR oWL! aQou |FyR 9/
avalable to the Company as described in a circular sent to shareholders on 27 March 2009, amounting to US$2.2
million and US$1.8 million respectively. These loans now have a new maturity date of 29 April 2011 (previously

the earlier date of 14 April 2010r avithin five days of the receipt of funds by the Company from the sale of its

entire shareholding in Mali Goldfields SA and Songhoi Resources SA).

l RRAGAZ2YIFffes /1D KFra SYGdSNBR Ayil2 ySé [/ 2y@SNIthioft S |
| .5 %AY Ly@SadaySyda [AYAGSR 6WI .5Q03 9/t FYyR L!lax 6i
total circa US$.25 million (approximately £816,000) and amount to US$397,267 from HBD (approximately
£238,924, US$705,070 from EPC (amxmately£424,048 and US$47,662from IAM (approximately &3,808.

All loan amounts used the rate of exchange prevailing on the date of the agreenidr funds received by the
Company under the Convertible Loan Agreements carry interest at 10gpérper annum, compounded monthly

in arrears with the full amount payable on the maturity date, 29 April 2011. There is no penalty for early
repayment of the loans.

The terms of the Convertible Loan Agreements provide that the Lenders have thearigbmyert all but not part

only of the loans at the conversion pricetbe lesser 00.9 pence per ordinary sham@nd ten (10) percent below

the USD equivalent of any price at which the Borrower issues Shares while any amount of the Loan remains
repayableto the Lender Under the terms of the Convertible Loan Agreements each of the Lenders acknowledge
that the Company does not have the capacity to issue the full number of shares issuable should they wish to
convert the loans and that, should the Comparot receive the required shareholders approval needed to create

and issue all of the shares issuable on conversion, the Lenders shall only be able to exercise their conversion rights
to the extent that such shares exist and the directors have the relevathbaities.
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Malian Assets Disposal

The Company has entered into a binding agreement to dispose of its 80 per cent. equity interests in each of Mali

D2t RFTAStRa {!w[] FYR {2y3dK20 wSaz2dz2NOS& {CblonialiRasadesi KSNJ Wi
[ AYAGHORaQOWY 6 WGKS ! ANBSYSYiQo F2NJ I d2GFrft O2yaARSNIGAZ2Y
December 2008, the Malian Assets, which are early stage gold exploration assets, consis8nuaxpgctive

permits spanning circa 237km? of the Birimian strata, were recorded as having a book val&3 @&million.

The Consideration is made up of an initial refundable payment of US$0.5 million in cash, which was paid on

signing of the Agreement, and a further US$3.5 million payab cash to the Company on completion of the
5Aall2alf oW/ 2YLX SGA2yQu o I FAdzZNIKSNJ ! {Ppmdn YAffAZ2Y GAf
of a JORC compliant indicated and measured gold resource of at least 500,000 ounces.

Completion mst occur on or befor& March2010 and is subject to, inter alia, shareholder approval. A Circular
containing notice of the General Meeting will be sent to shareholders for approval shortly. The time between
signing the Agreement and Completion will alse used byColonialto raise sufficient funds to satisfy the
Consideration and to seek shareholder approval for the necessary issue of equity.

CAG will use the proceeds of the disposal to satisfy its working capital requirements, to meet certainr credito
balances that will fall due on Completion and to develop its Zimbabwean gold assets.

By order of the board
Philip Enoch

Company Secretary
23 December2009
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applicable law and regulations. Company law requires the directors to prepare group and parent company financial
statements for each financial year. Under that law they have elected to prepare both the group and the parent
company finanial statements in accordance with IFRS as adopted by the EU and applicable laws.

The group and parent company financial statements are required by law and IFRSs as adopted by the EU to present
fairly the financial position of the group and the parent compagerformance for the year. The Companies Act

1985 provides in relation to such financial statemethiat references in theelevant part of that Act to financial
statements giving a true and fair view are references to tlaekieving a fair presentation

In preparing both the group and parent company financial statements, the directors are required to:

e Select suitable accounting policies and then apply them consistently;
e Make judgments and estimates that are reasonable and prudent;
e State whether they has been prepared in accordance with IFRSs as adopted by the EU; and

e Prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the group and parent company will continue in business.

The directors are responsibfer keeping proper accounting records that disclose with reasonabtairacy at
any time the financial position of the parent company and enable them to ensure théih#acial statements
comply with the Companies Act 1983 hey have general respondibj for takingsuch steps as are reasonably
open to them to safeguard the assets of the group and to prevent and detect fraud and other irregularities.
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Independent auditof report

We have audited the group and parent company financial statements (the "financial statements&noflC
F'TNAOIY D2fR L O 060aiGKS /2YLIyeéeéo FT2NJ 6KS @Sl N SYyRSR
Statement, the Group and Parent Company Balance Sheets, the Group Cash Flow Statement, the Group and Parent
Company Statements of Changes in Eqaityg Statements of Recognised Income and Expense and the related
notes. These financial statements have been prepared under the accounting policies set out therein.

This report is made solely to the company's members, as a body, in accordance with 886tioiithe Companies

Act 1985. Our audit work has been undertaken so that we might state to the company's members those matters
we are required to state to them in an auditor's report and for no other purpoBe.the fullest extent permitted

by law, we @ not accept or assume responsibility to anyone other than the company and the company's members
as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

The directors' respasibilities for preparing the Annual Report and the financial statements in accordance with
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the EU are set out in the
Statement of Directors' Responsibilities on p&fe

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a &m fair view and are properly
prepared in accordance with the Companies Act 1985. We also report to you whether in our opinion the
information given in the Directors' Report is consistent with the financial statements.

In addition we report to you ifni our opinion, theCompany has not kept proper accounting records, if we have
not received all the information and explanations we require for our audit, or if information specified by law
regarding directors' remuneration and other transactions is notldised.

We read the other information contained in the Annual Report and consider whether it is consistent with the
audited financial statementsWe consider the implications for our report if we become aware of any apparent
misstatements or material irimsistencies with the financial statements

Basis of Audit Opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued
by the Auditing Practices Board, except that the scope of our work was limited asireeqglaelow.

An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statements. It also includes an assessment of the significant estimates and judgments made by
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Independent auditof report(continued)

the directors in the preparatiorof the financial statements, and of whether the accounting policies are
appropriate to the company's circumstances, consistently applied and adequately disclosed.

We planned our audit so as to obtain all the information and explanations which we condidemessary
in order to provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from material misstatement, whether caused by fraud or other irregularity or error.

However, in relation to the assets, liaitiés, income and expenses of the group solely in relation to one

ddz0 AARAIF NBXZ / Sy iNX f ' FNAOLY D2tR DKIFYLl o[ AYAGSRB 04,
limited. As explained in the basis of preparation (see nbfelnvestec Bank exercisdts charge and

took control of CAG Ghana on 14 January 2009 and the accounting records in respect of the year ended

31 December 2008 of CAG Ghana have not been made not available to us. Accordingly, we were unable to
obtain sufficient appropriate audit esience in respect of: the assets and liabilities (as separately

analysed on pag8&5) amounting tototal assets of 86.5million and total liabilities of £36.8 millignand

of each item of income and expense (as separately analysed on p3geesulting in anet loss for the

year of £6.1m The assets, liabilities and items of income and expense are included in the consolidated
financial statements in respect of that subsidiary.

While our work was not limited in respect of the other assets, liabilitiespime and expenses of the
group and we were able to obtain sufficient appropriate audit evidence over those amounts, because of
the significance of the CAG Ghana balances to the group as a whole, we have been unable to form a view
on the consolidated finanal statements.

In determining the form ofour opinion we also evaluate the overall adequacy of the presentation of
information in the financial statements.

Opinion: disclaimer of opinion on the consolidated financial statements of the group

Because of th@ossible effect of the limitations in evidence available to us, we are unable to form an opinion as to
whether the consolidated financial statements:

e give a true and fair view in accordance with International Financial Reporting Standards as adopted
by the EU of the consolidated financial positiafi the Group as at 31 December 2008 and of its
consolidated financial performance and its consolidated cash flows for the year then ended;

e have been properly prepared in accordance with the Companies Act 1985
Asa consequence of the limitation on our work in relation to CAG Ghana referred to above, we have not obtained

all the information and explanations that we considerstessary for the purpose of our audit of the consolidated
financial statements of the grqu
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Independent auditof report(continued)

Opinion on the financial statements of the company
In our opinion:

e the parent company financial statements give a true and fair view in accordance with
International Financial Reporting Standards as adopted by the EU as applied in accordance with
the provisions ofi KS / 2YLI yASa ' 046 2F GKS adrdsS 2F GKS
December 2008the AV F2 NI A2y O2ydiFAYySR Ay GKS S5ANBOG 2 N
financial statements.

Emphasis of matte¢ Going Concern

In determining the fom of our opinion on the financial statements, we have considered the adequiatheo

disclosures made in note tb the financial statements concerning th@oupQ &ndthe @ Y LI y&@ Q& | 6 Af A G
continue as a going concern. In particular, the ability to cwr as a going concern is dependent ugbe

Group effecting suitable financial and other arrangements to enable the development of the Zimbabwean

assets and also to the successful completion of the sale of the Mali as$btse conditionsalong with aher

matters explained in notel to the financial statementsijndicate the existence of a material uncertainty

which cast significant doubt on theNR dzLJQthe bnyp&ny's ability to continue as a going concern. The

financial statements do not include ¢hadjustments that would result if th&oup andCompany were unable

to continue as a going concern.

KPMG Audit Plc
Chartered Accountants
Registered Auditor

23 December2009
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Consolidated incora statement
for the year ended 31 December 2008

2008 2007
Note  Group ex

in thousands of pounds sterling Ghana Ghana Total Total
Revenue 611 13,490 14,101 10,965
Cost of sales (1,246) (23,066) (24,312) (11,945)
Gross loss (635) (9,576) (10,211) (980)
Other operating income - 4 4 41
Administrative charge (3,439) (2,232) (5,671) (9,647)

Other administrative expenses (2,683) (2,232) (4,915) (7,455)

Share based payments 7.9 (756) - (756) (2,192)
Operating loss before impairment (4,074) (11,804) (15,878) (10,586)
Impairment (170) (14,450) (14,620) -
Operating loss (4,244) (26,254) (30,498) (10,586)
Financial income 3 5,457 328 5,785 306
Financial expenses 4 (1,655) (615) (2,270) (4,495)

Other financial expenses (1,655) (617) (2,272) (662

Gold sale agreement valuation - 2 2 (3,833)
Loss before tax (442) (26,541) (26,983) (14,775)
Taxation 5 (22) 471 449 38
Loss for the year (464) (26,070) (26,534) (14,737)
Attributable to:

Equity holders of the parent (26,684) (14,732)

Minority interest 150 (5)
Loss for the year (26,534) (14,737)
Basic and diluted loss per share 17 (15.91p) (15.31p)

! See note 30 for detailed comparative information.
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Statementsof recognised income and expense
for the year ended 31 December 2008

Group Company
2008 2007 2008 2007

in thousands of pounds sterling Total Total Total Total
Foreign exchange translation differences (10) (284) - -
Income and expenses recognised directly in
equity (10) (284) - -
Loss for theyear (26,534) (14,737) (35,541) (6,924)
Total recognised income and expense for the
year (26,544) (15,021) (35,541) (6,924)
Attributable to:

Equity holders of the parent (26,694) (15,016) (35,541) (6,924)

Minority interest 150 (5) - -
Total recognised income and expense for the
year (26,544) (15,021) (35,541) (6,924)
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Consolidatedalance sheet

as at 31 December 2008

2008 2007
Note  Group ex
in thousands of pounds sterling Ghana Ghana Total Total
Assets
Goodwill 10 691 - 691 501
Property, plant and equipment 11 5721 31,703 37424 31,582
Exploration and other evaluation assets 12 4,405 - 4,405 1,957
Total noncurrent assets 10817 31,703 42520 34,040
Inventories 13 3 1,000 1,003 2,957
Trade and othereceivables 14 424 1,028 1,452 580
Cash and cash equivalents 15 267 3,638 3,905 2,821
Total current assets 694 5,666 6,360 6,358
Total assets 11,511 37,369 48,880 40,398
Equity
Share capital 16 854 - 530
854
Share premium 16 43,625 - 43,625 28,352
Foreign currency translation reserve 16 3,763 (3,994) (231) (221)
Accumulatedlosg / profit 16 (44,430) 3,746 (40,684) (14,756)
Total equity attributable to equty holders of 3,812 (248) 13,905
the parent 3,564
Minority interest 150 - -
150
Total equity 3,962 (248) 3,714 13,905
Liabilities
Loans and other borrowings 18 - - - 9,701
Other financial liabilities 19 - 1,694 1,694 2,654
Deferred taxation 20 563 - 563 855
Provisions 21 338 4,922 5,260 3,253
Total noncurrent liabilities 901 6,616 7517 16,463
Loans and borrowingscurrent portion 18 4,995 14,714 19,709 3,143
Other financial liabilitieg current portion 19 - 2,137 2,137 1,179
Trade and other payables 22 1,652 13,077 14,729 5,694
Bank overdraft 15 - 1,061 1,061 -
Taxation 1 12 13 14
Total current liabilities 6,648 31,001 37,649 10,030
Total liabilities 7,549 37,617 45,166 26,493
Total equity and liabilities 11,511 37,369 48,880 40,398
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Company balance sheet
as at 31 December 2008

2008 2007

in thousands of pounds sterling Note Total Total
Assets

Investment in subsidiaries 26 3,434 10,339
Total norrcurrent assets 3,434 10,339

Trade and other receivables 14 35 36

Amount due from subsidiaries 25 5,775 15,575

Cash and cash equivalents 15 161 22
Total current assets 5,971 15,633
Total assets 9,405 25,972
Equity

Share capital 16 854 530

Share premium 16 43,625 28,352

Accumulated loss 16 (40,560) (5,775)
Total equity attributable to equity holders of the 3,919 23,107
parent
Total equity 3,919 23,107
Liabilities

Provisions 21 78 38
Total noncurrent liabilities 78 38

Loans and other borrowings 18 4,995 -

Amount due to subsidiaries 25 - 1,763

Trade and other payables 22 413 1,064
Total current liabilites 5,408 2,827
Total liabilities 5,486 2,865
Total equity and liabilities 9,405 25,972
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Statement of cash flows
for the year ended 31 December 2008

Group Company
2008 2007 2008 2007
in thousands of pounds sterling Note Total Total Total Total
Cash flows from operating activities
Los before tax (26,983) (14,775) (35,541) (6,924)
Adjusted for:
Financial income (5,785) (306) 97) (10)
Financial expense (including gold sale 2,270 4,495 174 1
agreement)
Sharebased payments 756 2,192 756 2,192
Depreciation 2,084 1,263 - -
Loss on disposal of property, plant and - 17 - -
Equipment
Impairment loss on exploration assets 300 - -
Impairment of Ghana assets 14,620 - - -
Impairment ofexploration assets and property - 36,207
plant and equipment
Decrease/(increase) in inventories (529) 39 - -
Decrease/(increase) in trade and other (1,991) 1,781 1 299
Receivables
(Decease)/increase in trade and other 3,971 4,326 (611) 2,750
payables and provisions
Net cash from operating activities (11587 (668) 889 (1,692)
Cash flows from investing activities
Interest received 112 29 97 10
Interest expense (192) (245) 174) D
Acquisition of business net of cash - (2,330) - -
Acquisition of exploration assets (1,360) (1,657) - -
Acquisition of property, plant and equigent (4901 (10,806) - -
Investment in subsidiaries (21,265)  (3,536)
Net cash from investing activities (6,341) (15,009) (21,342)  (3,527)
Cash flows from financing activities
Proceeds from the issue of share capital 15,597 932 15,597 2,034
Loan and borrowing received 3,593 12,517 4,995 -
Repayment of loans (1,946) - - -
Net cash from financing activities 17,244 13,449 20,592 2,034
Net increase in cash and cash equivalents (684) (2,228) 139 (3,185)
Cash and cash equivalents at 1 January 2,821 5,076 22 3,207
Cash acquired (restricted) - - - -
Effect of exchange rate fluctuations on cash he 707 (27) - -
Cash and cash equivalents at 31 Decamb 15 2,844 2,821 161 22
Restricted cash included in cash and cash
equivalents at 31 December 2,978 2,332 - -
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Notes to the financial statements

1. Significant accounting policies

(a) Going concern basis

The financial statements have been prepared on the going concern basisthstamdingthe loss in the year to
31 December 2008 diH ¢ ®n YA f f A 2 ¥y nét guRent lidbifties DEP. Hizhiliba (2007: £3.7 million)
which the directors believe to be appropriafer the following reasons.

The directors have taken the folving actions to secure funding for the operations of the Grauyle they seek
newfinancial and other arrangements take forward the development of the Zimbabwean assets:
e In January 2009 the group raised £5.4 million (net of fees) which was uspdrtino repay the
outstanding liability to Investec Bank.
e The repaymentof the £2.5m of convertible loan notes has beB'SFSNNBER o6& GKS O2YLJ
shareholdes until April 2011
e Additional convertible loan notes, also repayable in Aril 2011, haee b&ised in the sum of £0.8 million.
e CAGis in the process of finalising thdisposal of its Mali asset3his is subject inter alia to approval by
shareholders. In addition, the purchaser is in the process of raising finance to cover thanstaliment
of the sale price in March 2010 and a fimatalmentin May 2011 which is also contingent on reserves
determination.
e The companynow has no significant debt repayment obligatiohefore April 2011 The company has
uncommitted facilities for a furthe$1.25m (£.8m)which will be drawron in the form of convertible and
other loan notesandthat would be repayable in April 2011.
e Operating costs have been minimized to the extent possible.

Based on this and on theirdctor@ detailed review of currenbperations for the foreseeable futurahe
Directors are of the view thatash resources at the date of reporting and funding arrangements agreed are
sufficient to maintain the corporate overhead structure as well as to make limited investment in Zimiabwe
the foreseeable future

CKS O2YLIyeQa FdzidaNE GAlFIoAtAGE A& RSLISYRSYyG dzll2y GKS
GKS RANBOG2NRa GASs GKFG GKS INRdzL) KIFa adzZFFAOASY G ¥Fdzy
levels whié they seek financial and other arrangements to take forward the development of the Zimbabwean

assets onto a commercial and profitable production scale basis. The new arrangements may be through a joint
arrangement, through new equity invested in the caamy or through exchanging some or all of the
Zimbabwean assets for an equity stake in any acquiring company. The convertible loan notes due in April 2011

would also need to be repaid or converted as part of the new arrangements. Although discussions with
interested parties have begun, there can be no certainty that a suitable arrangement will be effected.

There are alsaincertainties surrounding the completion of the sale of the Mali assets as, as explained above,
this is subject to approval by sharehotdeavailability of purchaser finance and the contingiestalment
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Should the disposal of the Mali assets not proceed as planned, the directors will have to seek an alternative
LJAzZNOKF &SN . FaSR 2y (KS f S@St 2seetshtheldifebdsihave Rokeaddl | @ SR
to believe that this will not be possible.

These factors indicate the existence of a material uncertainly which may cast significant doubt on the Group
and Compan@ ability to continue as a going concern. The Group @achpany may therefore be unable to
continue realising its assets and discharging its liabilities in the normal course of business. The financial
statements do not include any adjustments that might result were the basis of preparation inappropriate.

(b) Basisof preparation

Central African Gold Pldthe @ YL yeé o A& | O2YLIyeé R2YAOAfSR | yR
Kingdom. The consolidated financial statements of the Company for the year ended 31 December 2008
comprise the company and its subsidiaries @ K SNJ NEFSNNBXR (2 Fa GKS & 3INERdzLXE

Both the parent company financial statements and the group financial statements have been prepared
and approved by the directors in accordance with International Financial Reporting Standards as adopted
by the EU5 & | RBS2RLIGL C @4 pulslishing the parentompany financial statements here together

with the Groupfinancial statements, the Company is taking advantage of the exemption in Section
230 of the Companies AdO85 not to present its individual income statementdamlated notes that form a

part of these approved financiatatements.

The financial statements are presented in pounds sterlmgnded to the nearest thousand, which is the
functional currency of the company and the presentation currency for thegrdtie functional currency for
the subsidiaries is primarily the US dollar.

The preparation of financial statements in conformity with adopted IFRS requires management to make
judgements, estimates and assumptions that affect the application of policiéseported amounts of assets

and liabilities, income and expenseshe estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances, the results
of which formthe basis of making the judgements about carrying values of assets and liabilities that are not
readily apparent from other sourcedActual results may differ from these estimateEhe accounting policies

have been applied consistently by group entities

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting

estimates are recognised in the period in which the estimate is revised if the revision affects only that period,
or in the period of the revision and fute periods if the revision affects both current and future periods.
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()

Significant accounting policies (continued)

Statement of compliance
The accounting policies set out below haveen applied consistently to all periogsesented in these
consolidatedfinancial statements.

Judgements made by the directors, in the application of these accounting policies that have significant effect
on the financial statements and estimates with a significant risk of material adjustment in the next year are
discussed belw.

Measurement convention

The financial statements are prepared on the historical cost basis except that the following assets and
liabilities are stated at their fair valueNon-current assets and disposal groups held for sale are stated at the
lower of previous carrying amount and fair value less costs to s@ither financial liabilities are initially
recognised at fair value at the date the contract is entered into, with the corresponding fair value adjustment
being recognised through the income statent. Subsequent remeasurement to fair value is performed at
each balance sheet date with the any further adjustments being recognised through the income statement.

(d) Significant accounting and estimates

i. Impairmentof Central African Gold Ghana Limited

As pat of the annual impairment review of asset carrying values a charge of £14.5 million was recorded in
relation to Central African Gold Ghana Limi@& . A0AlYyA YAYySd ¢KS 3INERdzL)
review of the related cash generating unit. The revidetermined that the commercial viability of the

mine has decreased significantly. As a result an impairment charge was charged to the income statement.

ii. Reserves and resources

Reserves and resources are determined by Competent Persons. The principa¢sesatuwesources held

by the Group at the time of signing the Annual Report @atained on page 8 of the Annual Repartd
were last assesseduring 2008 The determination of reserves and resources requires a wide variety of
assessments regarding the @egy of the ore body, mining plans and economic viability which are all
subject to inherent uncertainties.

iii. Rehabilitation provisions

The nature of the mining operations of the Group gives rise to environmental obligations which are
reflected in the rehabitation provision. The level of provision needs to reflect the present value of the
future remediation costs. Estimating the future remediation costs involves significant judgements
including for example the local geography and geology, whether contaimmaias occurred and, if so

the nature of the contaminants involved and the remediation approach to be taken and the likely costs to
be incurred. In addition, the outflows in respect of rehabilitation are generally far into the future.
Judgment is therefa also involved in estimating the timing of the cash flow and in the discounting
factors to determine the present value. In particular, because of the recent economic history of
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Notes to the financial statements

1. Significant accounting policies (continued)

(e) Basis of consolidation
(i) Subsidiags

Subsidiaries are entities controlled by tlmpany. Control exists when th€mpany has the power,
directly or indirectly, to govern the financial and operating policies of an entity so as to obtain benefits
from its activities. In assessing controlpotential voting rights that presently are exercisable or
convertible are taken into account.The financial statements of subsidiaries are included in the
consolidated financial statements from the date that control commences until the date that control
ceases.

CAG Ghana

Following the resignation of the chief executive on November 12,Gher LI Y@ Q&4 &Sy A2NJ YI y I
withdrew from the Ghanaian operations placing control of the operations in the hands of the local
management. The Company initiated discussns with its major shareholders as well as with Investec

Bank Limited, who provided the project finance faciliBending the recapitalisation of the company and
consequently the group, the flow of economic benefits from CAG Ghana was effectively eahtrpl|

Investec Bank through the Debt Service Reserve Account. Despite legal ownership of CAG Ghana vesting

in the company at year end, tt@mpany has determined that with effect from 30 November 2008, CAG

Ghana ceased to meet the definition of a subsigiar

Ly F2N¥dz | GAy3d GKS 3IANRdAzLIQa O2yaz2f ARIFGSR LRaAldArAzy:
adjusted for certain items, were used as the basis for consolidating the CAG Ghana results of operations

and financial position.

On 14 January 2009, the ropany received a naotification from Investec Bank stating that it had invoked

the power of attorney created over the 90,000 shares in CAG Ghana held bgothegany and that

Investec Bank was the legal owner of CAG Ghana.

(i) Transactions eliminated on consoltim

Intragroup balances and any unrealised gains and losses or income and expenses arising from intragroup
transactions, are eliminated in preparing the consolidated financial statements.
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Notes to the financial statements

1. Significant accounting policies (continued)

(iii)

Acquisitions

The esults of business acquired in the year are consolidated from the effective date of acquisition. The
net assets and contingent liabilities acquired are incorporated in the consolidated financial statements at
their fair values at the date of acquisitionnyexcess of fair value of net assets above consideration is
recognised in the income statement.

(f) Foreign currency

(i)

(ii)

(i)

Foreign currency transactions

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the
transadion. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date
are translated to pounds sterling at the foreign exchange rate ruling at that d&treign exchange
differences arising on translation are recognised in theome statement.Non-monetary assets and
liabilities that are measured in terms of historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction. Nmenetary assets and liabilities denominated in foreign
cumencies that are stated at fair value are translated to pounds sterling at foreign exchange rates ruling at
the dates the fair value was determined.

Financial statements of foreign operations

The assets and liabilities of foreign operations, including gdlb@nd fair value adjustments arising on
O2yaz2f ARIFGAZ2YZ IINB GNryatrdiSR (2 L}RdzyRa adSNIAy3:s
ruling at the balance sheet dateThe revenues and expenses of foreign operations, excluding foreign
operations in hyperinflationary economies, are translated to pounds sterling at rates approximating to the
foreign exchange rates ruling at the dates of the transactioRereign exchange differences arising on
retranslation are recognised directly in a seqt@ component of equity.

Functional currency of Zimbabwean subsidiaries

TheR YLI ye&Qa LRftAOE Aa G2 lFaasSaa | yR RShéSababywesS G KS
subsidiaries have been determined to have a US dollar functional curr@maysactions denominated in
Zimbabwean dollars and other currencies are translated into US dollars at the rate prevailing at the date

of the transaction or the average exchange rate as appropriate. Monetary assets and liabilities are
retranslated into US dolia at the rate prevailing at the balance sheet date. The resulting exchange
differences are recorded in the income statement.

In 2008 he rate of inflation in Zimbabwe reached extraordinary levels to the extent that inflation indices
were outdated as sooas they became availabl&Vhen inflation indices were available, there was a high
level of subjectivity with respect to measurement, resulting in inflation measures that varied considerably
depending on the methods applied and the inputs into the inflatmeasurement model.
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Notes to the financial statements

1. Significant accounting policies (continued)

(iv) Net investment in foreign operations
Exchange differences arising from the translation of the net investment in foreign operations, and of
related hedges are taken to a translation reser¥hey are released into the income statement upon
disposal.

(9) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time toegéy for their intended use or
sale, are added tthe cost of those assets, until such time as the assets are substantially ready for their
intended use or sale provided that future economic benefit is considered probable.

Investment income earned on themporary investment of specific borrowings pending their expenditure
on qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are idcurre

(h) Goodwill

Goodwill arises on the acquisition of subsidiaries and associates.

[N
ey
w

D22RgAff NBLNBaSyia (KS SEOSaa 2F (KS Ozaid 27
of the identifiable assets, liabilities and contingent liabilitiéthe acquiree. When the excess is negative
(negative goodwill), it is recognised immediately in profit or loss.

Gooduwill is measured at cost less accumulated impairment losses.

Goodwill is assessed by management for impairment on a yearly basis.

The Company has one cash generating unit to which goodwill has been attached: Zimbabwe.
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1. Significant accounting policies (continued)

(i) Property, plant and equipment
(i) Development costs
Development costs relatingp major programmes at a mine are capitalised. Depaient costs
consist primarily of expenditure to expand the capacity of the mibDayto-day mine development
costs to maintain production are expensed as incurred. Initial development angrpdeiction costs
relating to a new ore body, including amortiigm, depreciation and interest on borrowed funds used
to develop the ore body, are capitalised until commissioning of production facilities.

The group reviews the carrying amount of mining assets and development costs when circumstances
suggest the carrpig amount may not be recoverabledRecoverability is assessed using estimates of
future cash flows on a discounted basis, including revenues, operating costs and future capital
expenditures. Where necessary a reduction in carrying amount is recorded.

(iiy Propety, plant and equipment

Property, plant and equipment are included at cosCost includes costs directly attributable to
bringing an asset to working condition for its intended u§&ains and losses on disposal of property,
plant and equipment are detemined by reference to their carrying amount and are taken into
account in determining operating profit. Trgeoup reviews the carrying amount of property, plant

and equipment when circumstances suggest that the carrying amount may not be recoverable.
Recoerability is assessed using estimates of future cash flows on a discounted basis, including
revenues, operating costs and restoration cosfghere necessary a reduction is recorded.

(iiiy Depreciation
Depreciation of property, plant and equipment is calculateda straight line basis using rates which
are designed to write off the assets over their estimated useful lives as follows:

w land and buildings 10 years
w plant and equipment 3-8 years
w fixtures and fittings 3 years

w mine development and mineraéserves life-of-mine

The residual value, if not insignificant, is reassessed annually.
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Notes to the financial statements

1. Significant accounting policies (continued)

() Investments

Investments in subsidries are stated in th&J- NBy (i Od&c6ldts ¥itdcestiless any provision for
impairment.

(k) Exploration and evaluation assets

Expenditure related to acquisition, exploration and development of exploration properties, net of any
recoveries, and including an appropriate allocation of administration costs are capitalised. If an
exploration poperty is abandoned, continued exploration is not planned in the foreseeable future or
when other events and circumstances indicate that the carrying amount may not be recovered, the
accumulated costs and expenditures are writteff. Capitalised expendite relating to exploration
projects represents costs to be charged to operations in the future and do not necessarily reflect the
present or future values of the particular projects.

() Trade and other receivables

Trade and other receivables are stated irljiaat fair value at acquisition or at their cost less impairment
losses (see accounting policy m).

(m) Inventories

Stores and materials are valued at the lower of cost and net realisable value on a weighted average cost
basis. Obsolete, redundant and slow mmg stock is identified and written down to recoverable amounts
/ net realisable values.

Gold inventories are valued at the lower of average cost of production oreadisable value.Stockpile

and inprocess inventories are valued at the lower of nmgviaverage cost of production and estimated
net realisable value.The average cost of production is taken as total cost incurred on mining, including
amortisation costs, and is allocated to inventory on a unit of production basis.

(n) Cash and cash equivalent

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable
2y RSYFYR YR F2NXY |y AyGSaNIt LING 2F (GKS 3INRAzZLIQA
cash and cash equivalents for the purpose of theestant of cash flows.
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1. Significant accounting policies (continued)

(0) Impairment

¢KS OFNNEAY3I FY2dzyda 2F GKS 3INRdAzLIQa |
whether there is any indication of impairment. If any such indication exists,Itkea S
amount is estimated.

For goodwill, the recoverable amount is estimated at each balance sheet date.

An impairment loss is recognised whenever the carrying amount of an asset or itgerastating unit
exceeds its recoverable amount. pairment losses are recognised in the income statement.

Impairment losses recognised in respect of egeherating units (group of units) are allocated first to
reduce the carrying amount of any goodwill allocated to egsherating units and then, to rede the
carrying amount of the other assets in the unit (group of units) on a pro rata basis.

0] Calculation of recoverable amount
¢tKS NBO2@SNIoftS FyY2dzyid 2F (G(KS 3INRdzZIQa NBOSA DI of
present value of estimated futercash flows, discounted at the original effective interest rate
(i.e., the effective interest rate computed at initial recognition of these financial assets).
Receivables with a short duration are not discounted.

The recoverable amount of other assetshie greater of their value in user fair value less costs

to sell In assessing value in use, the estimated future cash flows are discounted to their present
value using a préax discount rate that reflects current market assessments of the time vdlue o
money and the risks specific to the assefor an asset that does not generate largely
independent cash inflows, the recoverable amount is determined for the-gaglerating unit to

which the asset belongsin assessing fair value less costs to sk, directors have sought
valuations from independent specialists, except in their assessment of Ghana where they made a
commercialassessment

(i) Reversals of impairment
An impairment loss in respect of a receivable carried at amortised cost is reversed if th
subsequent increase in recoverable amount can be related objectively to an event occurring after

the impairment loss was recognised.

An impairment loss in respect of goodwill is not reversed.
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1. Significant accounting policies (continued)

In respect of otlr assets, an impairment loss is reversed if there has been a change in the
estimates used to determine the recoverable amount.

'y AYLI ANNSYy(G f23da Aa NBOSNBRSR 2yteée (G2 GKS
exceed the carrying amount that wallhave been determined, net of depreciation or
amortisation, if no impairment loss had been recogniseth respect of other assets, an
impairment loss is reversed if there has been a change in the estimates used to determine the
recoverable amount.

(p) Sharebased payment transactions

The share option programme allows Company and Group employees to acquire shares of the Company.
The fair value of options granted is recognised as an employee expense with a corresponding increase in
equity. The fair value is nesured at grant date and spread over the period during which the employees
become unconditionally entitled to the optiong he fair value of the options granted is measured using a
Black Scholes model, taking into account the terms and conditions upam e options were granted.

The amount recognised as an expense is adjusted to reflect the actual number of share options that vest
except where forfeiture is only due to share prices not achieving the threshold for vediingng the

year the Company ds applied IFRIC 8: Scope of IFRSBis has resulted in the parent company
recognising the benefit that it receives from subsidiary employees receiving share opfibissresulted

in the restatement of the 2006 Company balance sheet.

(q) Provisions

A provéion is a liability of uncertain amount and/or timing. A provision is recognised in the balance sheet
when thegroup has a present legal or constructive obligation as a result of a past event, and it is probable
that an outflow of economic benefits will beequired to settle the obligation.If the effect is material,
provisions are determined by discounting the expected future cash flows at-tapreate that reflects
current market assessments of the time value of money and, where appropriate, thespigk#ic to the
liability.

0] Environmental rehabilitation recognition
Longi SN Sy @ANRYYSyidGlt 26ftA3aFdA2ya INB ol asSR
plans, in compliance with current environmental and regulatory requirements in the jurisdiction
in which the group operatesFull provision is made based on the estimated cost of restoring the
environmental disturbance that has occurred up to the balance sheet date with a corresponding
increase in the related property, plant and equipment.Increases dueto additional
environmental disturbances are capitalised and amortised over the life of the mine.
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1. Significant accounting policies (continued)

Annual increases in the provision relating to the change in the provision and inflationary
increases are shown parately in the income statement, except where the related mine is under
development and has not yet reached commercial levels of production, in which case such
adjustment is charged or credited to the balance sheet carrying value of mining assets.

The esimated costs of rehabilitation is reviewed annually and adjusted as appropriate for
changes in legislation or technology.

Annual contributions are made to fund the estimated cost of rehabilitation during and at the end
of the life of the mine. The funds otributed are included under cash and cash equivalents and
shown as restricted cash.

() Trade and other payables

Trade and other payables astated at cost

(s) Revenue

Revenue from the sale of precious metal is recognised in the income statement when tlieaigmisks
and rewards of ownership have been transferred to the buyer.

(t) Income tax

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognised
in the income statement except to the extent that it relatesitems recognised directly in equity, in
which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the balance sheet date, and any adjustment foagable in respect of previous
years.

Additional income taxes that arise from the distribution of dividends are recognised at the same time as
the liability to pay the related dividend.
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1. Significant accounting policies (continued)

()

Deferred tax

Deferred ta is provided using the balance sheet liability method, providing for temporary
differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purpos&he following temporary diffemeces are

not provided for: goodwill not deductible for tax purposes, the initial recognition of assets or
liabilities that affect neither accounting nor taxable profit, and differences relating to
investments in subsidiaries to the extent that they wilbpably not reverse in the foreseeable
future. The amount of deferred tax provided is based on the expected manner of realisation or
settlement of the carrying amount of assets and liabilities, using tax rates enacted or
substantively enacted at the balamsheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits
will be available against which the asset can be utilised. Deferred tax assets are reduced to the
extent that it is no longer probable th#fe related tax benefit will be realised.

(u) Financial instruments

Financial assets and liabilities are recognised ongli@ dzLJQ& oI f I y O $roup KeSoknds ag K Sy
party to the contractual provisions of the instrument.

(i) Loans and borrowings
Financial lialities are initially measured at fair value, and are subsequently measured at amortised
cost, using the effective interest method.

(i) Measurement

Financial assets are initially measured at fair value plus, in the case of financial assets and liabilities
not at fair value through the income statement, transaction costs that are directly attributable to
acquisition or issue of the financial asset or liabilitsubsequent to initial recognition, these
instruments are measured as set out in the relevant accagniolicy previously described.

(iii) Offset

Where a legally enforceable right of offset exists for recognised financial assets and financial
liabilities, and there is an intention to settle the liability and realise the asset simultaneously or to
settle on a nébasis, all related financial effects are offset.
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1. Significant accounting policies (continued)

Where the group retains substantially all the risks and benefits of ownership of the financial asset,
the group continues to recognise the financial asset.

(iv) Dervative financial instruments
Derivative financial instruments are measure at fair value through the income statement.

(v) Comparative results

Comparative results have been regrouped and restated where necessary.
(w) Segment reporting

A segment is a distinguishabtomponent of the group that is engaged either in providing products or
services (business segment), or in providing products or services within a particular economic
environment (geographical segment), which is subject to risks and rewards that aremliffeom those

of other segments

(x) New standards, amendments and interpretations

A number of new standards, amendments to standards and interpretations are not yet effective for the
year ended 31 December 2008, and have not been applied in preparirsg thensolidated financial
statements. The new standards that management believes matl have asignificanteffect on the
financial statement®f the group.

Title Type Effective date

IAS I¢ Presentation of Financial Statements Standard Financial yearammencing
on or after 1 January 2009

IAS 23; Borrowing Costs (revised) Amendment to existing Financial year commencing

standard on or after 1 January 2009

IFRS & Operating Segments Standard Financial year commencing
on or after 1 January 2009

IFRIC 1¢ IFRS 2 Group and Treasury Share | IFRIC interpretation Financial year commencing

Transactions on or after 1 March 2007
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2. Segment reporting

{SAYSYyl AYyTF2NXIGA2Y Ad LINBaSyiGdSR Ay NBegmdbt@rcingisF (KS =
determy’ SR 2y 'y | N¥Qa fSy3aikK olarao

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can

be allocated on a reasonable basis. Unallocated items comprise mainly ireammieg assets and revenue,
interest-bearing loans, borrowings and expenses, and corporate assets and expenses.

Segment capital expenditure is the total cost incurred during the period to acquire segment assets that are
expected to be used for more than one period.

Geographical segments

The operating and exploration segments are managed on a worldwide basis, through corporate offices in the
United Kingdom and South Africa, but operate in four principal geographical areas of Ghana, Mali, Botswana
and Zimbabwe.In presenting information onhte basis of geographical segments, segment profit is based on
the geographical location of operations and customerSegment assets are based on the geographical
location of the assets.

Ghana Mali Botswana Zimbabwe Corporate Group
In thousands 2008 2007 2008 2007 | 2008 | 2007 2008 2007 2008 2007 2008 2007
of pounds
sterling
Revenue 13,490 8,362 - - - - 611 2,603 - - 14,101 10,965
Loss before | (26,541) (6,427) 749 (31) -] @3] ©83)] (471) (508)| (7,813)| (26983 | (14,775)
tax
Income tax 471 48 - - - - (22) (20) - - 449 38
expense
Loss for the| (26,070)| (6,379) 749 (31) - (33| (705)] (481) (508)] (7,813)| (26,534)| (14,737)
year
Segment 37,369 35,641 | 4,715 2,888 - - 6,268 346 528 1,523 48,880 40,398
assets
Segment (37,617)| (20,123) 61) | 3,179)| B | (160)| (1464 | (733)| (6,016 | (2424 | (45,106)| (26,493)
liabilities
Total net (248)| 15518 4654| (291)| (8) | (160)| 4,804 | (387)| (5488 | (775) 3,714 13,905
assets
Additions to 4,608 10,547 1377 1,814 - - 1 117 25 312 6,011 12,790
non-current
assets
Depreciation 1,895 1,086 53 34 - - - 20 136 123 2,084 1,263
Impairment 14,450 - - - - | 300 - - 170 - 14620 300

Revenue is in respect of gold bullion sales
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Notes to the financial statements

Group
in thousands of pounds sterling 2008 2007
3. Hnancial income
Interest income 112 29
Foreign exchange gain 5,673 277
Financial income 5,785 306
4. Hnancialexpenses
Interest expense 192 245
Unwinding of intereson rehabilitation provision (note 21) - 68
Foreign exchange loss 2,080 349
Other financial expenses 2,272 662
Gold sale agreement fair valuation (note 19) (2) 3,833
Financial expenses 2,270 4,495
5. Taxation
Recognised in the income statement
Current tax
Current year 22 4
Total current tax 22 4
Deferred tax
Current year 471 (42)
Total deferred taxcredit) / charge 47y (42)
Total income tax imicome statement (449) (38)
Reconciliation of effective tax rate
Loss before tax (26,813) (14,775)
Income taxcredit using the domestic corporation tax rate of 20% (2007: 20% (5,362) (2,995)
Unrecognised deferred tax assets 4,913 2,917
Current year taXcredit) / charge (449) (38)
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Group

in thousands of pounds sterling 2008 2007
6. Expenses and auditors remuneration
Included in the loss before tax are the following:
Depreciation oproperty, plant and equipment (note 11) 2,084 1,263
Loss on disposal of property, plant and equipment - 17
Impairment loss on current assets 6,450 -
Impairment loss on exploration assets (note 12) 170 300
Impairment loss on mperty, plant and 8,000 -
equipment (note 11)
Impairment loss on inventory 3,804 -
Impairment loss of trade receivables 2,646 -
Audit fees- Audit of these financial statements 133 119

- Audit of the financial statementsf subsidiaries 56 56

pursuant to legislation
Group Company
2008 2007 2008 2007

7. Staff expenses
The average number of persons employed
the group (including directors) during th
year, anajsed by category, was as follows:
Number of employees
Senior employees 19 16 9 6
Other employees 1,207 1,708 3 3
The aggregate payroll costs were as follows
Wages and salaries 6,699 4,922 1,256 1,878
Sharebased payments (Sa®te 9) 756 2,192 756 2,192
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in thousands of pounds sterling 2008 2007
8. 5ANSOI2NARQ SY2f¢
GD Hunte Remuneration and bonds 324 300
MW Rosslee Remuneration and bonus - 144
CMW Prentice remuneration 75 22
Cl Campbelt remuneration’ 4 -
RP Landex fees 32 -
N Burneyg fees - -
T Gibiarg fees - -
D Glennie; fees 64 -
RA Pitchford; fees 42 24
541 490

! Includesremuneration to November 2008, accrued leave pay and termination payi&3000)Wwhich amount

had not been paid at year end
% Prorata from date of appointment as director

% Includes amounts billed by Blake Cassels Graydon, of which Mr Glennie is a partner

9. Employee benefits

The share option schemes of the Group are substantially vested or @&mrs have not been met. As a result,

the directors do not feel it relevant to provide detailed information on the schemes.
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Group Company
in thousands of pounds sterling 2008 2007 2008 2007
10. Goodwill
Balance at beginning of year 501 - - -
Arisirng on the acquisition of subsidiaries (note 27) - 501 - -
Effects of movement in foreign exchange 190 - - -
Balance at end of year 691 501 - -

In terms of IAS 36: Impairment of assegsoup management will reassess impairment of goodwill on an
annual kasis or more frequently if there are indications of it being impaired. The goodwill will be considered
on the cash generating unit of Zimbabwe as a whole using projected cash flows on a life of the mine basis.
Gold price sensitivity will be included in ®projections.

Given the current economic situation, in Zimbabwe, thigectors have to apply considerable judgement in
assessing the recoverable amount of goodwill and other assets in Zimbahtvhis stage, thelirectors do
not believe that there habeen an impairment of the overall asset value.

The goodwill arose out of the business combination during the acquisition of Falcon Gold Zimbabwe Limited

and Olympus Gold Mines Limited in Zimbabwe as a result of the raising of a deferred tax liabiliy #igain
fair value uplift of the property, plant and equipment balance.
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11. Property, plant and equipment

in thousands of pounds sterling Land and  Mineral Plant and Fixtures Mine Total
buildings reserves equipment and fittings development
Cost
Balane at 1 January 2007 2,045 1,532 7,527 80 7,433 18,617
Additions 292 5 1,713 44 9,079 11,133
Acquisitions through business 37 3,340 152 - 10 3,539
combinations
Disposals - - ©) (13) - (20)
Effects of movement in foreign exchanc (40) (30) (106) 2 (146) (320)
Balance at 31 December 2007 2,334 4,847 9,279 113 16,376 32,949
Balance at 1 January 2008 2,334 4,847 9,279 113 16,376 32,949
Additions 76 - 4,360 2 463 4901
Disposals - - - - (18) (18)
Transfers - - - - (40) (40)
Effects of movemenin foreign exchange 885 572 4,586 11 6,210 12,264
Balance at 31 December 2008 3,295 5,419 18,225 126 22991 50,056
Depreciation
Balance at 1 January 2007 17 - 72 8 - 97
Depreciation charge for the year 209 193 836 20 5 1,263
Accumulateddepreciation on disposal - - - ) - 3)
Effects of movement in foreign exchanc 1 - 8 1 - 10
Balance at 31 December 2007 227 193 916 26 5 1,367
Balance at 1 January 2008 227 193 916 26 5 1,367
Depreciation charge for the year 219 189 1,533 24 119 2,084
Accumulated depreciation on disposal - - (7) - - )
Impairment - - 2,000 - 6,000 8,000
Effects of movement in foreign exchanc 148 2 1,011 4 23 1,188
Balance at 31 December 2008 594 384 5,453 54 6,147 12,632
Net book value
At 31 December 2007 2,107 4,654 8,363 87 16,371 31,582
At 31 December 2008 2,701 5,035 12,772 72 16844 37,424

The impairment of the Ghanaian assets has arisen as a result of the poor operational performance in the year and

its forced divestment post year md. The recoverable amount has been assessed fair value less cost to sell

olaira GKAOK KIFa 0SSy RSGSNXYAYSR

received if soldbn the open market.

08 NBTSNByOS
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Group Company
2008 2007 2008 2007
12. Exploration and evaluation
assets
in thousands of pounds sterling
Cost
Balance at 1 January 2,282 585 - -
Additions 1,360 1,657 - -
Effects of movement in foreign exchange 1,322 40 - -
Balance at 31 December 4,964 2,282 - -
Amortisation and impairment losses
Balance at 1 January 325 25 - -
Impairment charge 170 300 - -
Effects of movement in foreign exchange 64 - - -
Balance at 31 December 559 325 - -
Carrying value 4,405 1,957 - -

In Mali, at 31 December 2006 the Company held 43 prospecting titles under Mali Goldfields SA, and 3 under
SonghoivS &2 dzNDSa {! & ¢KSasS LINRPALISOGAYy3 GAGtSa O2YLINRaSR
¢ AuthorisationR Q S B LIFAZNIV  F YRt NR & LI&Périnig e Rehididne). (Farthed cegiohal ¢
geological studies, ground follow up mapping and soil geochemistry surveys were completed on all these
properties during 2007. Due to a combination of a lack of geological petisfty and poor results, 29 of these

properties were deemed unprospective, and were released back to Mali Mineral Holdings, leaving a t8tal of 1
licences.

Theprior yearimpairment charge is therefore in relation to capital expenditure incurred or2@@rospecting

licences that were deemed unprospective during iwor year, that were released back to Mali Mineral
Holdings.
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Group Company
In thousands of pounds sterling 2008 2007 2008 2007
13.Inventories
Gold - 540 - -
Consumable stores 1,003 2,417 - -
1,003 2,957 - -
14. Trade and other receivables
Other trade receivables and pmayments 1,452 580 35 36
1,452 580 35 36
15. Cash and cash equivalents
Bank balances 927 489 161 22
Restricted cash 2,978 2,332 - -
3,905 2,821 161 22
Bank overdraft (1,061) - - -
2,844 2,821 161 22

The restricted cash balance £2.978 million (2007: £2332 million) is held in respect of the rehabilitation
liability of £1.880 million (2007: £1363 million) and a debt covenant with Investec Private Bank hDg88
million (2007: £0.969 million). This cash is not available for use other than for these specific purposes.
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16. Capital and reserves

Reconciliation of movemerih capital

and reserves

In thousands of pounds sterling Share Share Foreign Retained Total Minority Total
capital  premium currency  earnings interest equity
transla
tion
reserves
Group
Balance at 1 January 2007 459 26,389 68 (2,216) 24,700 39 24,739
Acquisitionof minority interest - - - - - (34) (34)
relating toMotako Limited (note 27)
Total recognised expense - - - (14,732) (14,732) (B) (14,737)
Sharebased payments - - - 2,192 2,192 - 2,192
Translation resemr - - (289) - (289) - (289)
Shares issued 71 1,963 - - 2,034 - 2,034
Balance at 31 December 2007 530 28,352 (221) (14,756) 13,905 - 13,905
Balance at 1 January 2008 530 28,352 (221) (14,756) 13,905 - 13,905
Total recognised expense - - - (26684) (26,684) 150 (26,534)
Sharebased payments - - - 756 756 - 756
Shares issued 324 15,273 - - 15,597 - 15,597
Translation reserve - - (10) - (20) - (10)
Balance at 31 December 2008 854 43,625 (231) (40,684) 3,564 150 3,714
Compay
Balance at 1 January 2007 459 26,389 - (1,043) 25,805 - 25,805
Total recognised expense - - - (6,924) (6,924) - (6,924)
Sharebased payments - - - 2,192 2,192 - 2,192
Shares issued 71 1,963 - - 2,034 - 2,034
Balance at 31 December 2007 530 28,352 - (5,775) 23,107 - 23,107
Balance at 1 January 2008 530 28,352 - (5,775) 23,107 - 23,107
Total recognised expense - - - (35,541) (35,541) - (35,541)
Sharebased payments - - - 756 756 - 756
Shares issued 324 15,273 - - 15,597 - 15,597
Balarce at 31 December 2008 854 43,625 - (40,560) 3,919 - 3,919
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Share capital and share premium 2008 2007
In thousands of pounds sterling

At 31 December 2008, the authorised share capital comprised 200,000,00(
ordinary shares of 0.5p (2007: 200,0000 of 0.5p)

Inissue at 1 January 2008: 106,079,962 shares (2007: 459,519,495) 530 459
Issued for acquisition of subsidiary (2007: 9,000,000) - 9
Issued for cash 2008: 64,779,935 (2007: 25,000,000) 324 3
Issued for cash after 5 for 1 constation (2007: 11,876,063) - 59
Inissue at 31 December 2008 : 170,859,897 (2007: 106,079,962) 854 530

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled
to one vote per share at meetings dfeé company. Th€mpany also has quoted warrants in issue, and at 31
December 200812.6 million were still outstanding in issue (31 December 2007: 17.6 million). The exercise
price of the warrants is 1.0 p each with 5 warrants needing to be exerciset gretinary share, after the 5 for

1 share consolidation that occurred after 15 June 2007, and the expiry date is 31 March 2011. A warrant is
exercisable by the holder lodging a notice of subscription at the registered office of the Company accompanied
by the remittance for the total subscription price of the ordinary shares in respect of which the subscription
rights are being exercised. Once lodged, a notice of subscription is irrevocable save with the consent of the
directors

In thousands of pounds sty Number Share Share Share
Date of issue Notes of shares price Capital Premium  Total
1 March 2007 (i) 9,000,000 12.25p 9 1,093 1,102
11 April 2007 (i) 2,500,000 1.00p 3 22 25
6 August 2007 (i) 2,700,054 15.77p 13 413 426
22 August 2007 (iv) 1,175,513 5.00p 6 54 60
19 November 2007 (v) 8,000,496 5.26p 40 381 421
71 1,963 2,034
8 January 2008 (vi) 60,000,000 26.00p 300 14,566 14,866
21 January 2008 (vii) 200,000 15.55p 1 30 31
21 January 2008 (viii) 250,000 18.75p 1 46 47
18 March 2008 (ix) 407,074 15.55p 2 61 63
2 June 2008 (x) 1,000,000 5.00p 5 45 50
20 June 2008 (xi) 170,000 18.75p 1 31 32
9 July 2008 (xii) 2,752,861 18.75p 14 494 508

324 15,273 15,597
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(i) The shares were issued to partly fund the acquisition of Falcon GolthBime Limited and Olympus
Gold Mine Limited in Zimbabwe. Refer to note 27.

(i) The shares were issued though the exercise of 2,500,000 warrantsmfA share based payment of
£224k was accounted for on this transaction and included in shased paymentskefer to notes 7
and 9.

(iiiy The shares were issued though the exercise of 2,700,054 share options of 0.5p, after the 5 for 1 share
consolidation.

(iv) The shares were issued though the exercise of 5,877,565 warrants of 0.1 p, after the 5 for 1 share
consolidation.

(v) The shares were issued though the exercise of 34,002,484 warrants of 0.1p and 1,200,000 share
options of 0.5p, after the 5 for 1 share consolidation.

(vi) The shares were issued to fund ongoing operations

(vii) The shares were issued through the exercise of 200, p0i0ms

(viii) The shares were issued through the exercise of 250,000 options

(ix) The shares were issued through the exercise of 407,074 options

(x) The shares were issued through the exercise of 5,000,000 warrants, after the 5 for 1 share
consolidation

(xi) The shares weressied through the exercise of 170,000 options

(xii) The shares were issued to fund ongoing operations together with the convertible loan notes

Foreign currency translation reserve

This reserve comprises all foreign exchange differences arising from the trangi&tive financial statements
of foreign operations that are not integral to the operations of the Company.
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17. Basic and diluted loss per share

Basic loss per share

The calculation of basic loss per share at 31 December 2008 was based on the lossabtéritubrdinary
equity holders of the parenof £26.684 million (2007: £14.732 million) and a weighted average number of
ordinary shares outstanding during the yeanded 31 December 2008 467,666,860 (2007: 96,199,572),
calculated as follows:

Loss forthe year attributable to equity holders of the parent 2008 2007
In thousands of pounds sterling

Loss for the year attributable to equity holders of the parent (26,684) (14,732)
Weighted number of ordinary shares

Issued shares at 1 January 106,000,962 459,519,495
Effect of shares issued in January 59,274,657 -

Effect of shares issued in March 321,198 7,520,548
Effect of shares issued in April - 1,808,219
Effect of consolidation of shares (5 for 1) in June 2007 - (375,078,610)
Effect of slares issued in June 671,178 -

Effect of shares issued in July 1,319,865 -

Effect of shares issued in August - 1,509,315
Effect of shares issued in November - 920,605
Weighted number of ordinary shares at 31 December 167,666,860 96,199,572
Basc loss per share (pence) (15.91p) (15.31p)

Diluted loss per share
Due to the loss incurred, there is no dilutive effect from share optardwarrants.
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Group Company
In thousands of pounds sterling 2008 2007 2008 2007
18. Loans and borrowings
Non current liabilities
Secured loan - 9,701 - -
- 9,701 - -

Current liabilities
Secured loan 14,714 3,143 - -
Convertible loan notes 4,995 - 4,995 -

19,709 3,143 4,995 -
Total 19,709 12,844 4,995 -

Secured bak loan

On 31 January 2007 Central African Gold Ghana Limited entered into a £7.510 million (US$15 million) facility
with Investec Bank LimitedThe size of the facility was increased on 29 November 2007 by a further £ 5.007
million (US$10 million) with@327 million (US$0.655 million) being recognised as capitalised interest.

The main terms of the secured bank loan include:

a loan period of 5 years;

quarterly loan repayments (capital and interest) commencing in March 2008;

interest rate at LIBOR plus52s;

various loan covenants;

a limit on other borrowing by Central African Gold Ghana Limited to the amouktS$5 million
(E3453million; 2007:£2503 million) except with Investec Bank Limited prior approval;

the loan is secured by means of pledgessbares in Central African Gold Ghana Limited, debentures
granted by Central African Gold Ghana Limited over its assets and a subordination of a loan by Central
African Gold Plc to Central African Gold Ghana Limited. Central African GoglLiRtantee idimited

to US$5 million, or £d853 million (2007£2503 million)plus capitalised interest; and

a gold sale agreement, refer to note 19.

Due to the delay in the publication of the 2007 annual report, the Company was not in compliance with the
loan covenats governing the existing borrowings provided by Investec Bank Limited. The covenant in
guestion required the annual report to be delivered within 90 days of the balance sheet date.

As a consequence af instalmentnot being met on the project financadility, the liability has been classified
as a current liability in accordance with the requirements of IAS1.
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Unsecured onvertible loan notes

The first of the Convertible Loan Notes has been issued to Emerging Capital Partners Africa Fund Ibi("ECP") f
$3.9 million (£2.17 million) and carries an interest coupon of 10 per cent. per annum, compounded monthly
and payable within six months of the draw down date. Under the terms of this Convertible Loan Note, ECP
may convert the Convertible Loan Note imew Ordinary Shares in the Company at the time of the next
equity fundraising undertaken by the Company, at a price which is 10 per cent. below the issue price of such
fundraising. In the event that the Company raises at least $10 million (£5.56 miflisogh fundraising, the
Convertible Loan Note and accrued interest will convert automatically. In addition, ECP has been granted
options over 761,137 Ordinary Shares exercisable at a price of 0.5 pence per share for a period of 2 years from
the date of tteir grant.

The second of the Convertible Loan Notes has been issued to Investec Asset Management (Proprietary)
Limited ("Investec") for $3 million (£1.67 million) and also carries an interest coupon of 10 per cent. per
annum, compounded monthly and payabon maturity. Under the terms of this Convertible Loan Note,
Investec may convert the Convertible Loan Note into new Ordinary Shares in the Company at the time of the
next equity fundraising undertaken by the Company, at a price which is 10 per cemi thed issue price of

such fundraising. In the event that the Company raises at least $10 million (£5.56 million) in such fundraising,
the Convertible Loan Note and accrued interest will convert automatically. In addition, Investec has been
granted a warrat over 1,150,000 new Ordinary Shares at a price of 25 pence per share for a term of 2 years.

Investec Asset Management and ECP Africa agreed in December 2009 to defer the obligation to repay the loan
notes to April 2011.

Group Company

In thousands bpounds sterling 2008 2007 2008 2007

19. Other financial liabilities

Non current liabilities

Gold sale agreement 1,694 2,654 - -
1,694 2,654 - -

Current liabilities

Gold sale agreement 2,137 1,179 - -
2,137 1,179 - -
3,831 3,833 - -
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Gold sale agreement

Central African Gold Ghana Limited entered into various gold sale agreements with Investec Bank Limited, in
which the contract price of gold per ounce was fixed. On initial recognition the fair ghthe derivatives was
recognised in the income statemeand aliability createdsince the normal purchase and sales exemption as
allowed in terms of IAS 39 could not be appli€dbsequently the fair value of the derivative is accounted for

at fair valuethrough the incone statement.

As at 31 December 2008, Central African Gold Ghana Limited had outstanding gold sale agreements with
Investec Bank Limited for 18,320 ounces (2007: 55,660 ounces), maturing between 30 January 2009 and 26
February 2010). The average contrgcice of these agreements was at US$748.11 (2007: US$732.05) per
ounce. The spot rate as at 31 December 2008 was US$866.55 per ounce (2007: US$833.20). As a result of
these gold sale agreementdiaancial liabilityhas been recognised to the amourit£3.831 million (US$7.654

million).

20. Deferred tax liability

Group Company
In thousands of pounds sterling 2008 2007 2008 2007
Arising on property, plant and equipment on - 318 - -
Bibiani
Arising on property, plant and equipment on 563 537 - -
Falcon Gold an®lympus
563 855 - -

The group has unrecognised deferred tax assetslOf@million (2007: £10.6 million) in respect of estimated
tax lossegarriedforward.

The Company has not recognised deferred tax assets in respect of estimatezstae directorscurrently do
not believe utilisation of those losses to be sufficiently certain.
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21. Provisions

Group Company
In thousands of pounds sterling 2008 2007 2008 2007
Rehabilitation provision
Balance at 1 January 1,773 1,389 - -
Additional provision for the year 675 340 - -
Unwinding of interest for the year (note 4) - 68 - -
Effect of movements in foreign exchange 792 (24) - -
Balance at 31 December 3,240 1,773 - -
Decommissioning provisin
Balance at 1 January 1,389 1,389 - -
Additional provision for the year 150 - - -
Reductions from reneasurement (65) - - -
Interest charge (73) - - -
Effects of movement in foreign exchange 531 - - -
Balance at 31 December 1,932 1,389 - -
Other provisbns
Balance at 1 January 91 - 38 -
Additional provision for the year 41 91 40 38
Reductions arising from payments (48) - - -
Effects of movement in foreign exchange 4 - - -
Balance at 3December 88 91 78 38
Total provisions 5,260 3,253 78 38

The rehabilitation provision relates tenvironmental obligationsrising from minedevelopment and has to
be settled on mine closure. The cost is capitalised as paheofdlated asset to be amortised over the life of
the mine. The expected timing of the outflow is after 10 years.

The decommissioning provision relates to environmental obligations during the development phase and has to

be settled on mine closureThecost is capitalised as part of the related asset to be amortised over the life of
the mine. The expected timing of the outflow is after 10 years.
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The amounts provided for the rehabilitation provision and the decommissioning provision have been adjusted
for inflation and the time value of money. A 10% variation, either up or down, is a reasonable measure of
uncertainty regarding the provisions. The provisions do not take into account future events and are based on
estimatedliabilities already incurred.

The leave pay provision is based on the leave days due as at the end of the current yeaieghiithe per
day cost to the @Gmpany.

Group Company
In thousands of pounds sterling 2008 2007 2008 2007
22.Trade and other payables
Other trade payables 14,729 5,694 413 1,064
14,729 5,694 413 1,064

23. Financial risk management

The goup has exposure to the following risks from its use of financial instrasnerthe normal course of the
gNEP dzLJ& Q : dredfifirsk/ I®jéidity risk and market risk. This agresents information about thergup@
exposure to each of the above risks, tir@up®@ objectives, policies and process for measy and managing

risk and the goup®@ management of capital. Further quantitative disclosures are included throughout these
consolidated financial statements.

Credit risk

Credit risk is the risk of financial loss to #yeup if a customer or counterparty to a financial instrument fails
to meet its contractual obligation, and arises principally from theup® receivables &ém customers and
investment securities.

Trade and other receivables

Management has a credit policy in place and the exposure to credit risiomstored on an ongoing basis.
Credit evaluations are performed on all customers requiringlicr@ver a certairmmount. The gpup does not
require collateral in respect of financial assets.

At the balance sheet date there were no significant concentrations of credit risk. The maximum exposure to

credit risk is represented by the carrying amount of each financakta including derivative financial
instruments, in the balance sheet.
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23. Financial risk managemenfcontinued)

The age analysis of trade and other receivables not impaired at reporting date:

Group Company

In thousands of pounds sterling 2008 2007 2008 2007
Current 275 ) )
30 days past due date - 5 - -
31-60 days past due date - 53 - 2
61-90 days past due date - 55 - -
More than 91 days past due date 1,452 192 34 34

1,452 580 34 36
Investments

Investments are allowed only in liquid seiti#s and only with counterparties that have a credit rating equal
to or better than thegroup. Transactions involving derivative financial instruments are with counterparties
with whom the Group has a signed netting agreement as well as sound credggativen their high credit
ratings, management does not expect any counterparty to fail to meet its obligations.

Liquidity risk
Liquidity risk is the risk that thgroup will not be able meet its financial obligations as they fall due.

It is thegNR dzhdiizyito finance its business by means of internally generated funds supported pgiN#BedzLJa Q
bankers other lendersand external share capitaFacilities are regularly reviewed by the Board.

The group manages its cash flows on a day to day basis filtancentre, considering currencies in each
market. As a result the liquidity risk is monitored closely throughoutgtioelp.

The table that follows summarises tlggoup®@ exposure to liquidity risk. Included in the table are treup®
financial assetaind liabilities at carrying amounts, categorised by the earlier of contractual repricing or maturity
dates.
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23. Financial risk managemen(fcontinued)

Group Uptol 1¢3 3¢1l2 Beyond 12

In thousands of pounds sterling month months months months Total

2008

Financial assets

Current assets

Trade and other receivables - - 1,452 1,452

Cash and cash equivalents 927 - - 927

Total financial assets 927 - 1,452 2,379

Financial liabilities

Current liabilities

Loans and bwowings¢ current portion (4,995) (902) (2,708) (11,104) (19,709)

Other liabilitiesg current portion (232) (343) (1,562) (2,137)
non current portion (1,694) (1,694)

Trade and other payables (14,729 - - (14,729

Cash and cash equivalents (1,06) - - (1,061)

Total financial liabilities (21,017) (1,245) (4,270) (12,798) (39,330)

Net liquidity gap analysis (20,090) (1,245) (2,818) (12,798) (36,951)

Uptol 1¢3 3¢l12

In thousands of pounds sterling month months months Total

2007

Financial assets

Current assets

Trade and other receivables 275 113 192 580

Cash and cash equivalents 2,769 (77) 129 2,821

Total financial assets 3,044 36 321 3,401

Financialliabilities

Current liabilities

Loans and borrowingscurrent portion - (811) (2,332) (3,143)

Other liabilitiesg current portion - - (1,179) (1,279

Trade and other payables (5,694) - - (5,694)

Total financial liabilities (5,694) (811) (3,511) (10,016)

Net liquidity gap analysis (2,650) (775) (3,190) (6,615)
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23. Financial risk managemen(fcontinued)

Company Upto1l 1¢3 3¢12 Beyond 12
In thousands of pounds sterling month months months months Total
2008

Financial assets
Current assets

Trade and other receivables - - 35 - 35
Cash and cash equivalents 161 - - - 161
Total financial assets 161 - 35 - 196

Financial liabilities
Current liabilities

Loans and borrowingscurrent portion (4,995) - - - (4,995)

Trade and other payables (413 - - - (413

Total financial liabilities (5,408 - - - (5,408

Net liquidity gap analysis (5,247 - - - (5,212
Uptol 1¢3 3¢l2

In thousands of pounds sterling month months months Total

2007

Financial assets
Current assets

Trade and other receivables - - 36 36
Cash and cash equivalents 22 - - 22
Total financial assets 22 - 36 58

Financial liabilities
Current liabilities

Trade and other payables (1,069 - - (1,064
Total financial liabilities (1,064) - - (1,064)
Net liquidity gap analysis (1,042 - - (1,009
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23. Financial risk managemen(fcontinued)

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument wilidhecbecause of
changes in market prices. Market risk comprises three types of risks being currency risk, interest rate risk and
price risk.

Currency risk
Currency risk is the risk that the fair value or future cash flows of a financial instrumertigtiliate because
of changes in foreign exchange rates.

Thegroup is exposed to foreign currency risk on sales, purchases and expenditures that are denominated in a
currency other than the functional currency. The currencies giving rise to this riskiararipy the U.S. Dollar,
alfAly C/ClQa IyR GKS {2dziK ! FNRAOIY wlyR®

In respect of other monetary assets and liabilities held in currencies other than the functional currency, the
Group ensures that the net exposure is kept to an acceptable level, by boy#ejling foreign currencies at
spot rates where necessary to address skertm imbalances.

The following significant exchange rates applied during the year:

Average rate Reporting date spot rate
Againstt sterling 2008 2007 2008 2007
US dollars 1.86 2.01 1.45 1.99
FCFA 842.78 955.10 684.59 890.18
ZAR 15.18 14.11 13.70 13.69
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23. Financial risk management (continued)

Sensitivity analysis

A 10 percent strengthening of the pound sterling against the following currencies at 31 December 2008 would
hawe increased (decreased) equity and profit and loss by the amount shown below. This analysis assumes that
all other variables, in particular interest rates, remain constahie analysis is performed on the same basis

for 2007.

In thousands of pounds stiergy Equity  Profit and loss

31 December 2008

US dollars 1,703 1,082
FCFA (45) (68)
ZAR 301 96
31 December 2007

US dollars (306) (306)
FCFA 3) 3)
ZAR (75) (75)

A 10 percent weakeningfdhe pound sterling against the above currencies at 31 December 2008 would have
had the equal but opposite effect on the above currencies to the amounts shown above, on the basis that all

other variables remain constant.

Interest rate risk

Interest raterisk is the risk that the fair value or future cash flows of a financial instrument will fluctuate

because of changes in market interest rates.

¢tKS AYyiSNBaid NIGS NrR&a]l LINRFAELS 2F GKS 3INRJzZIQa
Inthousandsof poundssterling Fixed rate Floating rate Total

US dollars - 2,819 2,819
Sterling - - -
FCFA - 12 12
ZAR - 13 13
Cash at bank and in hand - 2,844 2,844
¢CKS AYyUSNBald NIXadS NR&A]l LINBFAES 2F GKS

US ddhars - 2,698 2,698
Sterling - 22 22
FCFA - 78 78
ZAR - 23 23
Cash at bank and in hand - 2,821 2,821
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23. Financial risk managemen(continued)
Floating rate deposits earn interest at prevailing bank rates.
¢ KS 3INRdzLIQ& LIt A Oemenif agkeydinSobididdeirel add isiréviewel ghla@dhgoing basis.

Capital management

¢tKS 062FNRQa LR2ftAde A& (G2 YFAydGlrAy | OFLWAGEHE olasS GKIG
and sustain operations. The board monitors ldegn internal rates of return (IRR) antkt present values

(NPVs) at varying hurdle rates to be satisfied tnagproject is commercially viable.

The board seeks a return of 20% on equity on new projects. This is defined as the present value of net
operatingy O2YS 2y &KINBK2f RSNAQ SljdzAade o

¢CKSNBE 6SNB y2 OKIy3dISa Ay (GKS 3IANRAzZLIQ& | LIINEIF OK G2 Ol LA

Central African Gold Ghana Limited is not permitted to borrow more than of £2.5 million (US$5 million) without
the prior permission of Irestec Bank Limited.

Fair value

The face values less any estimated credit adjustments for financial assets and liabilities with a maturity of less
than one year are assumed to approximate their fair valuBse fair value of financial liabilities for dissure
purposes is estimated by discounting the future contractual cash flows at the current market interest rate
available to the scheme for similar financial instruments.

There is no material difference between the fair value of borrowings and othandial instruments and their
book value at the balance sheet date.

24. Commitments and contingencies
(&) Mali

TheGompany and Mali Mining House (MMH) entered into an agreement on 9 December Z0@5agreement
provides that the subsidiary, Mali Goldfields SAl e initially owned as to 80% by tl@®mpany and 20% by
MMH, subject to a potential reduction in the interest of each party by 5% (ie to 75% and 15% respectively) in
the event that the Government of Mali exercises its right to receive aft@84carriedinterest.

The Company also entered into an agreement with Mani on 26 July 2006, to explore three gold exploration
permits in western Mali.The agreement provided for the establishment of a subsidiary, Songhol Resources SA,
which would initially be owneds to 80% by th€ompany and 20% by ManiThe Company is to provide the
required funding for the subsidiary, subject to the reimbursement of amounts spent before the repayment of
dividends. With respect to one permit (Medinandi), thHéompany provided thdinance for the purchase of the
permit and an option for the Malian company to acquire at a price determined by an expbe2.5% of the
capital of any company established to exploit Medinandi (in which case the interest of the parties would be
77.5% 6r the Company, 20% Mani and 2.5% the vendor, or if the Government of Mali exercised its right to
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obtain a 10% freearried interest, 72.5% for th€mpany, 15% for Mani, 2.5% the vendor and 10% the
Government of Mali)These agreements will form part fktS O2 Yy AARSNI GA 2y F2NJ GKS RA A
Malian assets referred to in note 29.

25. Related parties

Company
In thousands of pounds sterling 2008 2007
Amount duefrom subsidiaries
Central African Gold Technical Services (Pty) Ltd 1,25 601
Mali Goldfields SA 2,202 1,657
Songhol Resources SA 935 646
Central African Gold Ghana Limited 12,700 12,016
Falcon Gold Mines Limited 1,384 654
Motako Limited 17 1
18,42 15,575
Impairment (12,717) -
577 15,575

The amounts due by subsidiaries and the amount due to subsidiaries are interest free, immediately ref
and therefore have been classified as current assets and current liabilities respectively. No other paymer
are in place.

The impairment relates to Central African Gold Ghana Limited and Motako Limited.

Company
2008 2007
Amount due to subsidiaries
Central African Gold Ghana Limited - 1,763
- 1,763
Transaction with key mangement personnel
The compensation of key management personnel including the directors is
follows:
Key management emoluments 466 490
Share based paymeekpense 756 2,192
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26. Investment in subsidiaries

In thousands of pounds sterling Cauntry of  Functional Ownership Company
incorporation currency Interest Investment
2008 2007 2008 2007
Central African Gold Technical South Africa Rands 100% 100% - -
Services (Pty) Ltd
Mali Gold Fields SA Mali C/ C! 80% 80% 20 20
Songhol Resourc&A Mali C/ C! 80% 80% 11 11
Central African Gold Ghana Limited Ghana UsS$ 100% 100% 6,549 6,549
Falcon Gold Zimbabwe Limited Zimbabwe US$ 84.7% 84.7% 3,402 3,402
Olympus Gold Mines (Pvt) Ltd Zimbabwe USs$ 100% 100% - -
Motako Limited Botswana BWP 100% 100% 357 357

10,339 10,339

Company investment

Cost at beginning of year 10,339 6,803
Additions - 3,536
Impairments (6,905) -
Carrying value at end of year 3,434 10,339

27.6 per cent. of the investment in Falcon Gold Zie Limited is held via a trustee arrangement for the
benefit of CAG.

The investments in Central African Gold Ghana Limited and Motako Limited have been impaired.
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27. Acquisitions

Zimbabwe

During the 2007 financial year the group acquired 84.7% of FalolthZimbabwe Limited and 100% of Olympus
Gold Mines (Pvt) Limited in Zimbabwe.

The values of the net assets acquired are as follows:

Book valueat Estimated fair
date of Fair value value at time of
In thousands of pounds sterling acquisition adjustment acquisition
Property, plant and equipment 199 3,340 3,539
Inventory 169 169
Receivables 31 31
Cash and cash equivalents 81 81
Payables and accruals (387) (387)
Deferred tax (31) (501) (532)
Total fair value of net assets acquired 62 2,839 2,901
Goodwill (note 10) 501
3,402

The purchase consideration was settled as follows:
Cash 2,300
Shares 1,102
3,402

9,000,000 shares were issued to satisfy the purchase consideration at a price of 12.25p. Refer to note 16.

From 1 March 2007, the results of Falcon Gold Zimbabwe Limited and Olympus Gold Mines (Private) Limited
included in the financial statements were:

Net loss before tax 472
Taxation 9
Net loss 481
Botswana

On 1 October 2007 the group acquiredetihemaining 47.94% of Matoko (Pty) Limited. Further details of the
2LISNI GA2ya INBE RAaOt2aSR Ay (GKS RANBOI2NEQ NBLRZNI ®

At the point of acquisition the book value of assets was £109,000. After fair value adjustments of £129,000 the
total fair valueof the asset base was232,000. The company acquired the 47.94% of the assets for £111,000.

From 1 October 2007, the results of Matoko Limited included in the financial statements were

Net loss before tax 239
Taxation -
Net loss 239
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27. Acquisitions(continued)

On 1 October 2007, the group acquired 100% of the issued shares and liabilities in Matoko Limited. Matoko
Limited was a wholly owned subsidiary of Golden Tau Limited. The group already controlled 52.06% of Golden Tau
Limited. Following the acqui®n of all shares held by the group in Golden Tau Limited were cancelled. As part of
the transaction Golden Tau Limited assigned to the group an unsecured interest free loan of £157,000
(AU$363,000) extended by Golden Tau Limited to Matoko Limitedrid it$ exploration activities to date on the
tenement.

The remaining minority interest in Golden Tau Limited was reversed as part of the transaction. Refer to note 16.

28. Post balance sheet events

On 14 January 2009, t@ Y LI y 8 Q& ¢ K2 { &CetrahARdAn GoldzGRanarinitetl&ceived a notice
of default from Investec Bank regarding the Apayment of monies due on the Investec Bank project loan facility
agreement (the "PLFA") and the npayment of monies due under various gold forward trasctgan agreements

(the "HFA") with Investec Bankavestec demanded a full repayment of more than $20 million from the company.

In addition to the demand for repayment, Investec invoked its power of attorney under the charge over the
QR YLl ye&Qa ankal Aican Gblg Ghana Limited and transferred the 90,000 shares in CAG Ghana to
Investec Bank, making it the legal owner of Bibiani.

A settlement agreement was entered into between B2 YLJ- y& FyR Ly @SaiaSoO . Iyl 6KAOK
liability to $5.0 million. Pursuant to this, th&ompany announced that subject to shareholder approval, CAG
proposed to raise $8.0 million (before expenses) and to proceed with the partial conversion of the convertible loan

notes issued in July 2008.

Shareholder apmval was sought and received for an increase in the authorised share capital to accommodate the
AdadzS 2F pcpIpranIdppH ySé 2NRAYINE akKlkINBa Fd moenn LISYyOS
in respect of the partial conversion of tie2  y y 2 G Sa 0 (i Kh§ netiprodegds StNEplodmately £5.7

million before costs were used predominantly to settle the outstanding liability to Investec Bank.

The board of directors announced that it would dispose of the Mali agsetsl Decerber 2009 Whilst a number

of offers were received, the cash component of the offers was considerably less than the board anticipated. As a
result, the board believed that the cash likely to be available to the Company, subsequent to the disposal, would
not be sufficient to repay the amounts due to Investec Asset Management and ECP Africa under the new loan
agreements, together with the other creditors of the company as they fell due.

To this end, CAG approached both Investec Asset Managementand BECP Afa SS{ Ay 3 | RSFSNNI £ 2
obligations under the new loan agreements.y SaGS0O ! aaSd alyl3SySyid otdeov [ A
agreed to extend the terms of the loans made available to the Company as described in a circular sent to
sharehotlers on 27 March 2009, amounting to US$2.2 million and US$1.8 million respectively. These loans now

have a new maturity date of 29 April 2011 (previously the earlier date of 14 April 2010 or within five days of the

receipt of funds by the Company fromethsale of its entire shareholding in Mali Goldfields SA and Songhoi
Resources SA).

CENTRAL AFRICAN GOLD Annual Report 2@0@8 P a g e



Notes to the financial statements

29. Post balance sheet events (continued)

l RRAGAZ2YIFffes /1D KFra SYdSNBR Ayi2 yS¢g [/ 2y@SNIAGES [ 21
HBD Zim Investments LAMi SR 6 WI . 5Q0> 9/t FyR L!aX 6G23SHKSNE WiKS
total circa US$.25 million (approximately £84,000) and amount to US$397,2670fn HBD (approximately

£238,924, US$705,070 from ER&pproximately£424,048) and U347,662from IAM (approximately &3,808.

Sterlingloan amountsare calculatedusing the rate of exchange prevailing on the date of the agreersenthe

funds received by the Company under the Convertible Loan Agreements carry interest at 10 per cenhuper a
compounded monthly in arrears with the full amount payable on the maturity date, 29 April 2011. There is no

penalty for early repayment of the loans.

The terms of the Convertible Loan Agreements provide that the Lenders have the right to cdhert mot part,

of the loans at the conversion price thfe lesser 000.9 pence per ordinary shamand ten (10) percent below the

USD equivalent of any price at which the Borrower issues Shares while any amount of the Loan remains repayable
to the Lender Under the terms of the Convertible Loan Agreements each of the Lenders acknowledge that the
Company does not have the capacity to issue the full number of shares issuable should they wish to convert the
loans and that, should the Company not receive tequired shareholder approval needed to create and issue all

of the shares issuable on conversion, the Lenders shall only be able to exercise their conversion rights to the extent
that such shares exist and the directors have the relevant authorities.

Asannounced o1 December 2010,ite Company has entered into a binding agreement to dispose of its 80 per
OSyilio Sljdaide AydiSNBaida Ay SHFOK 2F altiA D2t RFAStRa {! w|
S5AaLI2a&l QU (2 [/AZAASAR 6 W 2E 2#NMDSE 00 O0WGEKS ! ANBSYSyiQu ¥
OWGKS /2yAARSNIXdA2yQu o '4d 4G om 5SOSYOSNI wnnys GKS al
consisting of 8 prospective permits spanning circal37 sgkm of the Birimian strata, were recorded as having a

book value of £3.8 milliorBy 30 NovembeR009 this had reduced to 18 prospective permits covering an area of

1,883 sq km.
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30. 2007 Comparative numbers

2007
Income statement Note Group ex
in thousands of poundsterling Ghana Ghana Total
Revenue 2,603 8,362 10,965
Cost of sales (2,819 (9,126 (11,945)
Gross loss (216 (764 (980)
Other operating income - 41 41
Administrative charges (7,97) (1,679 (9,647)
Other administrative expenses (5,779 (1,679 (7,455)
Share based payments 7.9 (2,192) - (2,192)
Operating loss (8,187 (2,399 (10,586)
Financidincome 3 169 137 306
Financial expenses 4 (330 (4,165 (4,495)
Other financial expenses (330 (332) (662)
Gold sale agreement valuation - (3,833) (3,833)
Loss before tax (8,348 (6,427 (14,775)
Taxation 5 (10) 48 38
Loss for the year (8,358 (6,379 (14,737)
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30. 2007 Comparative numbers (continued)

2007
Note Group ex
in thousands of pounds sterling Ghana Ghana Total
Assets
Goodwill 10 501 - 501
Property, plant and equipment 11 1,833 29,749 31,582
Exploration and other evaluation assets 12 1,957 - 1,957
Total noncurrent assets 4,291 29,749 34,040
Inventories 13 30 2,927 2,957
Trade and other rezivables 14 301 279 580
Cash and cash equivalents 15 135 2,686 2,821
Total current assets 466 5,892 6,358
Total assets 4,757 35,641 40,398
Equity
Share capital 16 530 - 530
Share premium 16 28,352 - 28,352
Foreign currency translation reserve 16 (211 (10 (221)
Accumulated loss 16 (26,232 (40,684) (14,756)
Total equity attributable to equity holders of 2,623 11,281 13,905
the parent
Minority interest - - -
Total equity 2,625 11,281 13,905
Liabilities
Loans and other borrowings 18 - 9,701 9,701
Other financial liabilities 19 - 2,654 2,654
Deferred taxation 20 406 449 855
Provisions 21 91 3,162 3,253
Total noncurrent liabilities 497 15,966 16,463
Loans and borrowingscurrent portion 18 - 3,143 3,143
Other financial liabilitieg current portion 19 - 1,179 1,179
Trade and other payables 22 1,635 4,059 5,694
Taxation 1 13 14
Total current liabilities 1,636 8,394 10,030
Total liabilities 2,132 24,360 26,493
Total equity and liabilities 4,757 35,641 40,398
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Glossary
AGAAnNgloGold Ashanti

AIM Alternative Investment Market
Augold

Babillion years

bcm bank cubic metres

BibianiBibiani gold mine

BIFBanded Iron Formation
CAGCentral African Gold PLC
ClLCarbonin-Leach

CPRCompetent Person's Report
DCPDiscounted Cash Flow
DDdiamond drilling

EM electro-magnetic
EPAEnvironmental Protection Agency
EPOexclusiveprospecting order

g/t grams per tonne

GAAPGenerally Accepted Accounting Principles
GISGeographical Information Systems
GTMLGolden Tau Mining Limited
Hahectare

Hr hour

IFR9nternational Financial Reporting Standards
Kozthousand ounces

Kt thousand tonres

JORC Joint Ore Reserves Committee of the
Australian Institute of Mining and Metallurgy,
Australian Institute of Geoscientists and
Minerals Council of Australia

JVjoint venture

km kilometre

Kt thousand tonnes

Ktpathousand tonnes per annum
Ktpm thousandtonnes per month
kV thousand volts

kW thousand watts
LHDLoadHaulDump

LSH.ondon Stock Exchange

M million

m metre

Ma million years

MMH Mali Mining House

Moz million ounces

Mtpa million tonnes per annum
MW mega watts (1 mega watt = 1 million watts)
N north

N/A not applicable or not available
NPVnet present value

ozounce

RCreverse circulation percussion drilling
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ROMrun-of-mine
SAGsemtautogenous grinding
SGMCState Gold Mining Corporation

SnowdenSnowden Mining Industry Consultants
(Pty) Ltd

t tonne

tpatonnes per annum
UGunderground
US$United Satesdollar
Definitions

Acid rockAn igneous rock with 10% or more of
free quartz.

Adit A horizontal entrance or passage in a mine.
Albite A variety of feldspar found in felsic rocks.

Alteration Change in miaral and chemical
composition of rock, commonly brought about
by reactions to weathering or to hydrothermal
solutions.

Anomaly An area where exploration has
revealed results higher (or sometimes lower)
than the local background level.

Anomalous A departure from the expected

norm. In mineral exploration this term is
generally applied to either geochemical or
geophysical values higher or lower than the
norm.

ArchaeanThe oldest rocks of the Earth's crust
older than 2,400Ma.

Aeromagnetics Geophysical technigai utilized
from an airborne aircraft.

Arsenopyrite Ore mineral of arsenic (FeAsS).

BasaltA dark, finegrained volcanic rock of low
silica (<55%) and high iron and magnesium
composition, composed primarily of plagioclase

and pyroxene. Important types inade
tholeiitic, high magnesian and komatiitic
basalts.

BasementThe igneous and metamorphic crust
of the earth, underlying sedimentary deposits.
Birimian Volcanic arc, metasedimentary and
granitoid terranes prevalent in west Africa aged
2,200-1,800Ma.

Brecda Rock comprising angular
enclosed in a matrix.

fragments

Bulk densityThe weight of a material divided by
the volume it occupies (including pore spaces).

Carbonate Common mineral type consisting of
carbonates of calcium, iron, and/or magnesium.

Chalcopyite A common
copper,CuFeS2

sulphide ore of

Channel samplingsampling taken from the wall
of a mine opening, or along a surface exposure,
trench or costean, in which a furrow is made
and the entire sample combined for analysis.
Channel samples are commonlyyt not always,
collected over continuous one metre intervals.

Chert A hard, extremely fine grained
sedimentary rock consisting almost entirely of
interlocking quartz crystals, of which flint is a
dark variety.

Craton Large, and usually ancient, stable ssa
of the earth's crust.

Cyanidation A method of extracting gold by
dissolving it in a weak cyanide solution.
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Diamond drilling Mineral exploration hole

completed using a diamond set or diamond
impregnated drill bit for retrieving a cylindrical
core of rock

Diorite A dark, coarse grained intrusive igneous
rock composed of feldspar and iron and
magnesium rich minerals.

Dip The angle at which a rock stratum or
structure is inclined from the horizontal.

DisseminatedSaid of particles distributed finely
and evenly throughout a matrix.

Dolerite A medium grained basic intrusive rock
composed mainly of pyroxenes andodium
calciumfeldspar.

Dyke A tabular intrusion of igneous rock that
cuts across the planar structure of the
surrounding rock.

Epigenetic Mineralisaion deposited later than
the enveloping rocks.

Fault A fracture or fracture zone, along which
displacement of opposing sides has occurred.

Feasibility studyAn advanced study undertaken
to determine the economic viability of a mineral
deposit to a high degge of accuracy.

Felsic Light colour rocks containing an
abundance of any of the minerals feldspar,
feldspathoid and silica.

Fire assayAnalytical technique that extracts
precious metals under high temperatures in a
furnace.

Foliation The banding or lamirteoon of
metamorphic rocks as distinguished from
stratification in sedimentary rocks.

Footwall The underlying side of a fault, orebody
or mine working.

Geochemical explorationUsed in this report to
describe a prospecting technique which
measures the contetnof certain metals in soils
and rocks and defines anomalies for further
testing.

Geophysical explorationThe exploration of an
area in which physical properties (e.qg.
resistivity, gravity, conductivity, magnetic
properties) unique to the rocks in the aremre

guantitatively measured by one or more
geophysical methods.

Geophysical surveyA survey measuring the
physical properties of a rock mass, typically
recording the magnetic, electrical or
radiometric properties. Commonly used to
assist in determining tb nature of the sub
surface rock mass.

GneissA metamorphic rock of coarse grain size,
usually exhibiting banding.

Granitoid A general term to describe coarse
grained felsic intrusive igneous rocks,
resembling granite.

Granodiorite A coarsegrained igneousrock
containing quartz, plagioclase (sodiugalcium)
feldspar and potassium feldspar with biotite,
hornblende or pyroxene.

Gravimetric concentration The quantitative
determination of a substance by precipitation
followed by isolation and weighing of the
precipitate.

Greenschist facie€onditions of metamorphism
characterised by chlorite, epidote
and/actinolite.
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GreenstoneA collective term for slightly altered
marfic igneous rocks.

Haematite (hematite) Common iron oxide

mineral (Fe203).

Hangingwall The ovelying side of a fault,
orebody or mine working.

Hydrothermal A term applied to magmatic
emanations rich in water and to the alteration
products and mineral deposits produced by
them.

IgneousA rock that has solidified from molten
material or magma.

Intermediate A rock unit which contains a mix
of felsic and mafic minerals.

Intrusion/intrusive A body of igneous rock that
invades older rocks.

JORC The Joint
(Australia).

Ore Reserves Committee

Laterite A cemented residuum of weathering
generally leached in $fla with a high alumina
and/or iron content.

Limestone A sedimentary rock containing at
least 50% calcium or calciuimagnesium
carbonates.

Lineament A significant linear feature of the
earth's crust, usually equating a major fault or
shear structure.

Lithology A term pertaining to the general
characteristics of rocks. It generally relates to
descriptions based on hand sized specimansl
outcrops rather than microscopic ochemical
features.

Lode depositA vein or other tabular mineral
deposit with distint boundaries.

Mafic Pertaining to, or composed dominantly
of, the dark coloured ferromagnesian rock
forming silicates.

Mafic volcanic Volcanic rocks dominantly
comprised of ferromagnesian minerals.

Mesozoic The era of geologic time that
encompasses the Jumssic, Triassic and
Cretaceouqi.e. 195 to 64Ma ago)

Metallogenic Association of metal ores that is
peculiar to a particular region, or period of
time.

Metamorphism The process of altering a rock
by temperature and/or pressure.

Metasediments Metamorphosed sedimentary
rocks.

Mineral resource A mineral resource is a
concentration (or occurrence) of material and
economic interest in or on the earth's crust in
such form, quality and quantity that there are
reasonable and realistic prospects for eventual
economic extraction. The location, quantity,
grade, continuity and other geological
characteristics of anineral resource are known,
estimated from specifigeological evidence and
knowledge, or areinterpreted from a wel
constrained and portrayedgeological mdel.
Mineral resources are subdivideth order of
increasing confidence in respect géoscientific
evidence into inferred, indicated ancheasured
categories.

Miocene A period of geological time from 5 to
23.5Ma.
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Nappe A large, sheetike body of rock whie
hasbeen transported from its original position.

Ore reserveAn ore reserve is the economically
mineable material derived from a measured
and/or indicated mineral resource. It is inclusive
of diluting materials and allows for losses that
may occur whenthe material is mined. Mineral
reserves are subdividedh order of increasing
confidence into probablemineral reserves and
proven mineral reserves.

OrogenyA deformation and/or magmatic event
in the earth's crust, usually caused by collision
between tectoric plates. The process of
mountain making especially by folding of the
earth's crust.

Oxide zoneNear surface material affected by
weathering and leaching of minerals.

PalaeozoicThe era ranging from 600 ta30Ma
ago.

Phyllite A metasedimentary rock dispjing a
platy cleavage and low sheen.

Pleistocene The period of time basically
coveringthe glacial periods extending from 1.8
to 0.01Ma ago.

Plunge The inclination of a linear geological
structure from the horizontal.

Pluton A general term for a large igoes
intrusion.

Porphyry An igneous rock that contains
conspicuous crystals in a fimgained matrix.

Potassic alterationThe chemical alteration of a
rock by potassiunrich fluids to produce
potassiumrich minerals.

Precambrian The period of time between hte
consolidation of the Earth's crust and the
beginningof life ¢ approximately 4.5Ba ago to
530 + 40Ma ago.

Proterozoic Between 2,500Ma and 542Ma ago.
Divided into the Paleoproterozoic (2,500
1,600Ma), Mesoproterozoic (1,604,000Ma)
and Neoproterozoi€1,000¢ 542Ma) periods.

Pyrite An iron sulphide mineral FeS2
Pyrrhotite An iron sulphide minerakeS i§-1).

Quartz Mineral species composed of crystalline
silica.

Quartzite A quartzrich sandstone that has been
metamorphosed or indurated by the
recrystallsation of silica.

QuartzofeldspathicCompositional term relating
to rocks containing abundant quartz and
feldspar, commonly applied to metamorphic
and sedimentary rocks.

Radiometric survey Survey measuring the
gammaradiation emitted from the isotopes or
daughter products of potassium, uranium and
thorium. Often done in conjunction with
airbornemagnetic surveys.

Regolith The layer of weathered and
transported material overlying fresh rockThe

regolith includessuch things as weathered and
fractured bedro&, saprolite, alluvium and
colluvium.

Sandstone A sedimentary rock composed of
cemented or compacted detrital minerals,
principally quartz grains.

Schist A micaceous crystalline metamorphic
rock having a foliated structure due to the
recrystallisation of he constituent minerals.
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SedimentA rock formed of particles which were
deposited from suspension in water, wind or
ice. Sericite A white or pale apple green
potassiummica, very common as an alteration
product in metamorphic and hydrothermally
altered rodks.

Shaft A vertical or inclined tunnel from the
surface, through which underground
excavations carbe entered and by which ore
and waste maype removed.

Shear zone A zone in which shearing has
occurredon a large scale, such that the rock is
deformeddominantly by ductile deformation.

Silicification Replacement by, or introduction
of, appreciable quantities of silicon dioxide
minerals.

Siltstone A rock intermediate in character
between shale and sandstone. Composed of silt
sized grains.Skarn An alteratiorhalo of iron
rich minerals formed incarbonate rocks by
contact metasomatic replacement of the
original carbonaterich rock mass.

Stockwork A network of (usually) quartz
veinlets ofvarying orientation, produced during
pervasivebrittle fracture.

Stratabound Restricted to a particular
stratigraphic unit or part of the stratigraphic
column.

Stratiform Parallel to bedding and with limited
development perpendicular to it.

Strike The direction of bearing of a bed or layer
of rock in the horizontal plane.

Strike-slip The horizontal component of the slip
parallel with the fault strike.

Subduction Term to describe plates of oceanic
crust descending beneath continental crust.

Sulphide ore Mineralisation characterised by
compounds of metals and sulphur.

Tertiary A period of geological time from 1.8 to
66 Ma ago.

Thrust fault A low angle (shallowly inclined)
fault or shear on which the rocks on the top
have movedup and over the rocks on the
bottom.

Treated Processed through the mine's process
plant.

Turbidite Sedimenary deposits formed through
fluidised flow.

Ultramafic Referring to an igneous rock in which
more than 90% of the minerals are
ferromagnesium minerals, with only trace
quartz and feldspar.

Vein A thin infill of a fissure or crack, commonly
bearing quartz.

CENTRAL AFRICAN GOLD Annual Report 2868 P a g e



Administrative information

Registered and Head Office Millennium Bridge House
2 Lambeth Hill
London EC4V 4AJ
United Kingdom

Company Secretary Philip Enoch
Nominated Adviser and Broker Strand Hanson Limited
26 Mount Row
London W1K 3SQ

United Kingdom

Solicitors to theCompany Salans LLP
Millennium Bridge House
2 Lambeth Hill
London EC4V 4AJ
United Kingdom

Auditors, Reporting KPMG AudiPlc
Accountants and Tax Advisers Mining and Metals
8 Salisbury Square
London
EC4Y 8BB

United Kingdom

Registrars Capita Registra

Northern House
Woodsome Park
Fenay Bridge
Huddersfield
Yorkshire

HD8 0GA

United Kingdom

CENTRAL AFRICAN GOLD Annual Report 28@8 P a g e



