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CHAIRMAN’S REPORT

At the Annual General Meeting held on the 5™ December 2011 shareholders were informed of certain
issues following the disposal of our Spanish interests to lberian Gold Plc ("lberian). In January 2012
we resolved those issues by the completion of an amended agreement with Iberian. However, since
then further issues have arisen which are explained below.

For the benefit of those shareholders who did not attend the AGM, which was the first AGM since
September 2008, | explained that CMR’s progress since 2009 has been severely restricted by lack of
funds following our de-listing from AIM in March of that year. As you know, junior mineral exploration
companies mostly raise working capital from the equity markets, but since de-listing that route to
funding has been unavailable to us.

The solution therefore was to realize cash by selling our assets, principaily those in Spain and Peru,
on which we had spent over £56M since 2003. Those projects had anyway reached advanced
exploration stage and needed to he taken to the next stage and into production by experienced mining
development and operation companies. Also, in the mining industry the necessary mining permits and
concessions are granted by governments subject to a minimum level of year-on-year expenditure,
which due to our circumstances we were no longer able to meet, and therefore CMR was under time
pressure to find buyers with necessary cash to maintain the projects.

However, due to the limited size of mineral resources in our Spanish and Peruvian projects, despite
an intensive marketing campaign, we were unable to dispose of them to mining companies with cash
reserves and given the increasing necessily for funds to meet essential administrative and project
expenditures, our only option was to sell these projects to smaill companies expecting to raise funds
from planned stock market listings. The sale of our Peruvian interests in 2010, which has still not
completed, has generated cash for CMR. The sale of cur Spanish interests in 2010 has not yet
generated any cash for CMR; in fact, CMR has had to invest further funds into the project by way of
loans to the buyer. A more detaited review of these matters and others follows:

PERU

In 2011 CMR sold its Peruvian subsidiary, which holds the Patacancha Claim Group of projects
including the Rasuhuilca silver mine, to Gold Mines of Peru Ltd (“GMP”), a private Australian
company, for the sum of US$ 2,350,000, io be setiled in a combination of cash and shares in GMP.
The sale was conditional upon GMP listing on the Australian Securities Exchange (“ASX”") by 31%
March 2011. However, GMP was unable to achieve the listing due to market conditions at the time
and CMR provided GMP with an extended completion timetable whilst retaining security over the
shares in the subsidiary. The current position is that GMP has since sold its combined mineral
interests to Laconia Resources Lid (“Laconia”), an Australian mineral exploration company listed on
the ASX, Laconia has completed its due-diligence on the acquisition and is currently awaiting approval
to the transaction by its shareholders, following which CMR will receive cash and shares in Laconia.

SPAIN

in 2009, due to the situation following our de-listing from AlM, CMR experienced considerable
“difficulties in meeting the costs of its Spanish commitments. As a result, and also as part of the overalil
asset-disposal program mentioned above, we marketed for sale our wholly-owned subsidiary
Recursos Metalicos SL (“Recursos”), which holds the gold-focussed poly-metaliic Lomero-Poyatos
mine in Andalucia. Two prospective purchasers in succession signed preliminary agreements but did
not proceed for financial reasons.
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CHAIRMAN'’S REPORT (continued)

In May 2010, CMR sold Recursos o Harrogate Group Plc, which was subsequently renamed Iberian
Gold Plc. Iberian had no cash and therefore the sale was for shares, based on Iberian using its
reasonable endeavours to list on the stock market as soon as possible but no later than 31 March
2012 and based on iberian using its reasonable endeavours to achieve a share price upon listing of
10p per share. The total number of shares due to CMR amounted to over 80% of Iberlan’s enlarged
share capital and were held within Renounceable Letters of Allotment. Under the sale agreement the
shares could only be issued to CMR once Iberian had listed and then up 1o a maximum of 49% of
Iberian’s total issued share capital and the halance of any consideration due would continue to be held
as Renounceable Letters of Allotment. Prior to [berian’s fisting CMR is not entitled to hold any Iberian
shares in its own name but CMR can dispose of shares to third-parties acceptable to lberian. To date
CMR has sold a small quantity of its Iberian shares.

By April 2011 lberian had not been able to arrange a stock-market listing and their board of directors
resigned. Three directors from the CMR board replaced them. The new board requested CMR to
modify the terms of the original sale agreement io enable iberian o achieve a stock-market listing.
Those directors left CMR in December 2011.

In January 2012, CMR signed a revised agreement with Iberian which included a reduction in CMR’s
maximum permitted shareholding to 29.9%, the conversion of the balance of the Renounceable
Letters of Allotment into loans and an extension to Iberian’s long-stop listing date to 30 November
2012. However, Iberian has subsequently informed CMR that a stock-market listing is not currently
possible for them under the terms of that revised agreement.

During the last 18 months Recursos has prepared and submitted the mining and environmental plans
required to obtain the necessary governmental approval for mining at Lomero-Poyatos. However,
Iberian has not met all of the costs in Spain and creditors have accumulated and continue to accrue.

Currently, CMR is in negotiations with Iberian for the reacquisition of Recursos.
BULGARIA

In 2007 our Bulgarian subsidiary, Hereward Ventures Bulgaria EAD (“Hereward"), entered a joint-
venture (“JV”) with Electrum Ltd, of Denver, Colorado, USA {"Electrum”). Electrum is a privately-held
global gold exploration company with one of the largest and most diversified exploration portfolios in
the world. Electrum holds interests in projects located in the United States, Africa, South America,
Asia, and Eastern Europe. Electrum’s objective under the JV is to establish gold resources in excess
of 2.5 million ounces. Electrum has progressed the exploration program and in 2011 completed its
earn-in commitment to spend US$ 2.2M in order to earn-in to an 80% interest in the joint veniure. At
that point CMR converted its 20% share of the JV to a 10% net profit share in the JV. The historic cost
of Hereward’s assets, excluding the JV, is £1.1M. Hereward has a debt to CMR of £2.8M, which has
been fully provided for until such time as repayment is possible.

NEW PROJECTS

We continue to seek and consider potential new mineral projects and a number of interesting
opportunities have been received. However, the priority at present is to complete the sales or
disposals of previous projects before engaging in new ones,

CORPORATE

The board is currently being staffed at a minimum level in order to save costs. Since the AGM on the
5" December 2011 the approved increase in share capital has given us the opportunity to mitigate
certain creditors by way of shares in lieu of cash. However, we also have some other crediiors
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CHAIRMAN’S REPORT (continued)

outstanding for legal, accountancy and stockbrokers, for which we plan to raise funds by way of a
Rights Offer and private placement in the near future.

The accounts for the year-ending 31* December 2010 are enclosed. These show a Group loss of
£421,000 (2009: £913,000) and a Company loss of £781,000 {2009; £621,000).

The accounts for the year-ending 31% December 2011 accounts are currently being prepared for audit.
Ht remains CMR’s goal to return value to shareholders.

Finally, | would like to take this opportunity to express my appreciation to all those shareholders who
so positively voted for the re-election of myself and Venny Mateeva as directors. This has inspired me
to see the final outcome of these past troublesome years put behind us. | look forward to informing
you of positive times ahead.

Michael Burton
Chairman
Cambridge Mineral Resources Plc

26 April 2012
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DIRECTORS’ REPORT

The directors present their report together with financial statements for the year ended 31 December
2010.

Principal activities
The Group is principally engaged in directing investment into the discovery, exploration development
and exploitation of precious and base metals in Europe and South America.

Business review

The Group is focused on the disposal of its investments in Spain and Peruy, its joint venture in Bulgaria
and investigating new mineral opportunities worldwide. A detailed review of the business of the Group
during the year and an indication of likely future developmenis may be found in the Chairman’s
Statement.

Financial review
The Group recorded a loss for the year of £421,000 (2009: loss of £913,000) and the Company
recorded a loss for the year of £781,000 (2009: loss of £621,000}.

The directors do not recommend the payment of a dividend.

Capital Structure

As at the date of this report 102,316,289 Ordinary shares of 5p were in issue and are fully paid up. Of
these, the rights and obligations atiaching to the Company’s ordinary shares, as well as the powers of
the Company’s direciors are as set out in the Company's Articles of Association, copies of which can
be obtained from Companies House in the UK or from the Company Secretary.

There are no restrictions on the voting rights attaching to the Company’s Ordinary shares or on the
transfer of securities in the Company.

At the General Meeting on 5 December 2011 the directors were given authority to issue 50,000,000
new shares {which represented an increase of approximately 50% of the number of shares in issue)
and to disapply pre-emption rights In respect of aliotments of relevant securities up to an aggregate
nominal amount of £2,500,000 as set out in the Notice of that meeting which is available on the
Company's website and upon request from the Company Secretary.

The Company had, as at the date of the report, the authoriiy to issue shares to a total nominal value of
£2,500,000. The Board is seeking to renew these authorities at the Annual General Meeting.

Key performance indicators

The Board monitors the activities and performance of the group on a regular basis. The Board uses
" Financial indicators based on budget versus actual to assess the performance of the group.

The five main KPI's for the Group are as follows. These allow the Company to monitor costs and plan
future exploration and development activities:

2010 2009
Cash and cash equivalents £125,064 £37,201
Administrative expenses £569,996 £473,000
Total assets , £7,987,739 | £7,914,000
Administrative expenses as a percentage of total assets 7.14% 5.98%
Exploration costs capitalised £190,444 £148,975
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DIRECTORS’ REPORT (continued)

Directors
The directors who served during the year were as follows:

M Burton

V Mateeva

M J Robins

M Slater {appeinted 10 Pecember 2010)

R A F Kyriakides (appointed 10 December 2010)

P Newman was appointed as a director and non-executive chairman on 14 January 2011 and
resigned on 5 December 2011.

R A F Kyriakides resigned on 8 November 2011.

M J Robins resigned on 5 December 2011.

M Siater resigned on & December 2011.

Related Party Transactions
The related party transactions that took place during the year are detailed in Note 32 of the financial
statements on page 63.

Risk and Uncertainties

Exploration risks

The exploration and mining industry is controlied by a number of global factors, principally supply and
demand which in turn is a key driver in global metal prices; these factors are beyond the control of the
Company. Exploration is a high-risk business and there can be no guarantee that any mineralisation
discovered will result in proven and probable reserves or go on to be an operating mine. At every
stage of the exploration process the projects are rigorously reviewed by qualified third party
consultants to determine if the results justify the next stage of exploration expenditure ensuring that
funds are only applied to high priority targets, The principal assets of the Group comprising the
minsral exploration licenses are subject to certain financial and legal commitments. If these
commitments are not fulfiled the licenses could be revoked. They are also subject to legislation
defined by governments in the project countries; if this legisltation is changed it could adversely affect
the value of the Group's assets. .

Resource estimates

The Group’s interests in reported resources are estimates based on geological standards. No
assurance can be given that the estimated resources will be recovered or that they will he recovered
at the rates estimated. Mineral reserve and resource estimates are based on sampling and drilling and
as a result are uncertain because the samples may not be fully representative of the full resource.
Mineral resource estimates may require revision {either up or down) in future periods based on further
drilling or actual production experience. Any future resource figures will be estimates and there can be
no assurance that the minerals are present, will be recovered or that they can be brought info
profitable production. Furthermore, a decline in the market price for natural resources could render
reserves containing relatively lower grades of these resources uneconomic to recover. '

Country risk

The Group's interests in licenses and operations are located in foreign jurisdictions. As a result, the
Group Is subject to political, economic and other uncertainties, including but not limited to, changes in
policies or the personnel administering them, appropriation of property without fair compensation,
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cancellation or modification of contract rights, royalty and tax increases and other risks arising out of
foreign governmental soversignty over the area in which these operations are conducted.

Volatility of commodity prices

Historically, commodity prices have fiuctuated and are affected by numerous factors beyond the
Group’s control. The aggregate effect of these factors is impossible to predict. Fluctuations in
commodity prices in the long-term may adversely affect the returns of the Group's interests in mineral
projects.

Financing

The successful exploration of natural resources on any project requires significant capital investment.
The Group currently sources finance either through the issue of additional equity capital or through
funding agreements with various joint venture pariners. The Group’s abllity to raise further funds will
depend on the success of its investment sirategy and acquired operations. The Group niay not be
successful in procuring the requisite funds on terms which are acceptable and, if such funding is
unavailable, the Group may be required to reduce the scope of its investments or anticipated
expansion.

Dependence on key personnel

The Group is dependent upen its executive management team. Whilst it has entered into contractual
agreements with the aim of securing the services of these personnel, the retention of their services
cannot be guaranteed. The development and success of the Group depends on the Company’s ability
to recruit and retain high quality and experienced stafi. The loss of the service of key personnel or the
inability to atiract additional qualified personnel as the Company grows could have an adverse effect
on future business and financial conditions. To date the Company has been successful in recruiting
and retaining high quality staff,

Uninsured risk

The Group, as a participant in exploration and development programmes, may become subject to
liability for hazards that cannot be insured against or third party claims that exceed the insurance
cover. The Group may also be disrupted by a variety of risks and hazards that are beyond its control,
including geological, gectechnical and seismic factors, environmental hazards, industrial accidents,
accupation and health hazards and weather conditions or other acts of God.

Financiat risks

The Group's operations expose it to a variety of financial risks, particularly relating to foreign currency
exchange rates as a resuit of the Group's foreign operations. The Group has a risk management
programme in place that seeks to limit the adverse effects on the financial performance of the Group
of these risks. Details of the Group's financial risk management objeclives and policies are set out in
note 3 to the Financial Statements.

Financial instruments .

The use of financial instruments by the Company and its subsidiary undertakings are disclosed in
Note 2 to the financial statements, together with an indication of both the risks that the Company and
its subsidiaries are exposed to, and the risk management cbjectives that are in place.



Cambridge Mineral Resources Plc

DIRECTORS’ REPORT (continued)
Post balance sheet events
Post balance sheet events are disclosed in Note 32 to the financial statements.

Going concern
These consolidated financial statements are prepared on a going concern basis which the directors
believe to be appropriate for the reasons given below and also in Note 1 to the financial statements.

In common with many exploration companies, the Company raises finance for its exploration and
appraisal activities in discrete tranches to finance its activities for limited periods only. Further funding
will be required. The directors have prepared cash flow information for 12 months. On the basis of the
cash flow information the directors are of the opinion that the Company will require additional financial
resources to enable the Group to undertake an optimal programme of exploration and mine
development activity over the next twelve months and o meet its commitments.

In 2011 the Company received approximately £350,000 as part of the cash element of the proceeds of
sale of its Peruvian interests and is awaiting completion of the sale when it will receive the balance of
the consideration in cash and tradable shares currently worth approximately £463,000. Management
expects that there will be sufficient funding to meet the needs of the Company

Payment policy and practice

It is the Company’s policy to pay suppliers on the terms agreed with them. There were no trade
creditors at the year-end. Creditors’ days as at 31 December 2010 amounted to 129 days (2009: 37
days).

Environmental and Ethical Policy

The Company is committed to ensuring regulatory compliance and generally accepted standards of
best industry practice with regard to the impact of its activities on individuals, communities and the
environment. For details of the Company'’s policies please refer to the Investor Relations section of
our website.

Financial risk management objectives and policies
Policies relating to financial risk management are set out in Note 2.

Crest
The Company’s Ordinary Shares are available for trading in Crest, the setilement system for
uncerlificated stocks and shares. .

Statement as to disclosure of information to the auditor

As far as the directors are aware, there is no relevant audit information of which the auditors is
unaware, and each director has taken all the steps that they ought to have taken as a director in order
t 0 make themselves aware of any relevant audit information and 1o establish that the Company’s
auditor is aware of that information.

Auditor
In 2011 Menzies LLP resigned as auditor. In 2011 Littiejohn LLP was appointed as auditor and has
indicated its willingness to continue in office.

On behalf of the hoard

I iy

Michasel Burton
Secrestary
26 April 2012
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The directors are responsible for preparing the Directors’ Report and the financial statements in
accardance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that
law the directors have elected to prepare the Group and parent financial statements in accordance
with Internationat Financial Reporting Standards ("IFRS") as adopted by the European Union ("EU”).
Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the Group and Company and of the profit or
ioss of the Group for that period. In preparing those financial statements, the directors are required to:

a. select suitable accounting policies and then apply them consistently;
b. make judgements and estimates that are reasonable and prudent;

¢. state whether applicable International Financial Reporting Standards have been followed,
subject to any material departures disclosed and explained in the financial statements;

d. prepare ihe financial statements on the going concern basis unless it is inappropriate fo
presume that the company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any time the financial
position of the Company and Group and enable them to ensure that the financial statements comply
with the Companies Act 2006. They are also responsible for safeguarding the assets of the Company
and Group and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial
information included on the Cambridge Mineral Resources Plc website.

Legislation in the United Kingdom governing the preparation and dissemination of financial statements
may differ from legislation in other jurisdictions.

-10-
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Independent Auditor's Report to the Members

Year ended 31 December 2010

We have audited the Financial Statements of Cambridge Mineral Resources Plc for the year ended 31
December 2010 which comprise the Group Income Statement, the Group Statement of
Comprehensive Income, the Group and Parent Company Balance Sheets, the Group and Parent
Company Statements of Changes in Equity, the Group and Parent Company Cash Flow Statements
and the related notes. The financial reporting framework that has been applied in their preparation is
applicable taw and the International Financial Reporting Standards (IFRS) as adopted by the
European Union and, as regards the Parent Company Financial Statements, as applied in accordance
with the provisions of the Companies Act 2006.

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006. 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 auditors' report and for no
other purpose. To the fullest extent permitted by law, we do 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 Responsibllities of Directors and Auditors

As explained more fully in the Directors’ Responsibilities Statement, the Directors are responsible for
the preparation of the Financial Statements and for being satisfied that they give a true and fair view.
Our responsibility is to audit and express an opinion on the Financial Statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us
to comply with the Auditing Practices Board's Ethical Standards for Auditors. Because of the matters
described in the Basis for disclaimer of opinion on the Financial Statements paragraph, however, we
were not able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion.

Scope of the audit of the Financial Statements

An audit involves obtaining evidence about the amounts and disclosures In the Financial Statements
sufficient to give reasonable assurance that the Financial Statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of whether the
accounting policies are appropriate to the Group's and Parent Company's circumstances and have
been consistently applied and adequately disclosed, the reasonableness of significant accounting
estimates made by the Directors and the overall presentation of the Financial Statements. In addition
we read all the financial and non-financial information in the Annual Report to identify material
inconsistencies with the audited Financial Statements. If we become aware of any apparent
misstatements or inconsistencies we consider the implications for our report.

Basis for disclaimer of opinion on the Financial Statements

In seeking to form an opinion on the Financial Statements, we considered the implications of the
matters that follow. We have been unable to obtain sufficient appropriate audit evidence in respect of
the Group’s subsidiaries and specifically we would mention the following:

During the year, the Parent Company disposed of its Spanish subsidiary, Recursos Metalicos SL, to
Iberian Gold Plc {“Iberian”) for a consideration of up fo 280,000,000 ordinary shares of £0.01 eachin
Iberian, held in the form of Renounceable Letters of Allotment. As detailed in Note 15, the directors
have accounted for 148,352,400 (which represents as 49% of the issued share capital of Iberian at 31

-11 -
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Independent Auditor's Report to the Members (Continued)
Basis for disclaimer of opinion on the Financial Statements {continued)

December 2010} as an Associate and the balance as available-for-sale financial assets (see Note 16).
The fair value calculation of the amount held as an associate is based on the net assets of Iberian at
31 December 2010.

The Financial Statements of lberian for the year ended 31 December 2010, however, contain a
gualified auditor’s report and we have been unable to quantify the effect of the qualification on the
carrying value of the Associate in the Group and Parent Company Balance Sheets. The remaining
Renounceable Letters of Alloiment carried as available-for-sale financial assets are the Directors’
assessment of their fair value based on realisation during the year and other factors. If any of the key
assumptions included in the directors’ assessment of the carrying value prove to be incorrect, it may
result in a material amendment to the carrying value of the asset concerned in the Group and
Company Balance Sheet and a consequent effect on the profit or loss for the year. ltis not possible to
quantify the potential effect.

At the point of disposal of its Spanish subsidiary, Recursos Metalicos SL, the valuations used resulted
in a gain on disposal as further detailed in Note 7,

The Peruvian subsidiaries, Minera Peru Gold SAC and Minera Sucre SAC, have been classified as
held for sale at 31 December 2010 as a result of the Parent Company’s decision to dispose of these
two subsidiaries on 16 December 2010. The carrying value of these subsidiaries in the Group Balance
Sheet is £1,378,000, shown as assets classified as held for sale less directly associated liabilities of
£188,000. The two subsidiaries contributed £2,000 to the net loss of the Group. The carrying value of
these assets less associated liabilities classified as held for sale in the Group.

Balance Sheet have not been impaired as the amount is lower than the agreed signed sales contract
with the purchasing party signed on 16 December 2010.

As more fully explained in Note 18 the sale and sales price were conditicnal on certain events
occurring. Due to the nature of the consideration attaching to the sale contract, which remains
outstanding at the date of this report, we are unable to form an opinicn as to the carrying value of
these subsidiaries.

The Bulgarian subsidiary, Hereward Ventures Bulgaria EAD, which has not been audited, shows
exploration costs of £1,155,000 as an intangible asset, net liabilities of £1,879,000 and it accounted
for £144,000 of the net loss of the Group. We are unable to quantify the affect on the Consolidated
Financial Statements of the subsidiary not being audited.

Disclaimer of opinion on Financial Statements

Because of the significance of the matters described in the Basis for disclaimer of opinion on Financial
Statements paragraph, we have not been able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion. Accordingly we do not express an opinion on the Financial
Statements.

Emphasis of Matter - Going concern
Notwithstanding that we do not express an opinion on the Financial Statements, we have considered
the adequacy of the disclosures made in the statement on going concern on Note 2.3 of the Financial

Statements. The future funding of the Group is dependent on additional funding required 1o cover both
working capital and operational needs of the various exploration activities of the Group. The matters

12
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Independent Auditor's Report to the Members (Continued)

Emphasis of Matter - Going concern (continued)

detailed in the disclosures indicate the existence of a material uncertainty which may cast significant
doubt on the Parent Company’s ability to continue as a going concern. The Financial Statements do
not include the adjustments that would result if the Parent Company was unable to continue as a
going concern

Opinion on other matter prescribed by the Companies Act 2006

Notwithstanding our Disclaimer of opinion on the Financial Statements, in our opinion the information
given in the Directors’ Report for the year ended 31 December 2010 is consistent with the Financial
Statements.

Matters on which we are required to report by exception

In respect of the following matters where the Companies Act 2006 requires us to report, and arising
from the limitation of our work referred to above, we have not obtained all the information and
explanations that we considered necessary for the purpose of our audit in the following respects;

* we were unable to determine whether adeguate accounting records have been kept;

* we were unable to determine if the Financial Statements are in agreement with the accounting
records and returns; and

+ we were unable to determine if certain disclosures of Directors’ remuneration specified by law
have been made as a result of the Group’s subsidiaries not being audited.

We have nothing to report where returns adequate for our audit have not been received from branches
nok-yisited by us,

u&auditor)

Mark Ling (Senior stat T Westferry Circus

For and on behalf of Littlejohn LLP Canary Wharf
Statutory auditor London E14 4HD
26 April 2012
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GROUP INCOME STATEMENT
For the year ended 31 December 2010

Continuing operations

Revenue for services

Cost of sales

Gross profit

General and administrative expenses
Finance costs

Share of loss of associate

Exceptional items:

- Gain on disposal of investment

- Impairment of exploration costs

- Disposal of interest in Bulgaria

- Share of losses in joint venture
Operational loss before tax

Tax charges

Loss after tax from continuing operations
Loss from Discontinued Operations (attributable to equity

holders of the Company)

Loss for the year

-14-

Note

15

10

i1

2010 2009
£000 £000
14 16
(11) -
-3 16
(570) (473)
(604) :
(142)
894 -
- (139)
- (193)
- (124)
(419) (913)
(@19) (013)
2 -
(@21) @13)
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- GROUP STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2010

2010 2009
£000 £000
Loss for the year ' | (421) (913)
Net exchange difference 60 (1,249)
Reclassification of cumulative loss on translation reserve due (473) -
to losses :
Total comprehensive income for the year attributable to ' (839) (2,162)

equity shareholders

The notes on pages 25 to 65 are an integral part of these consolidated financial statements.

The Company has elected to take the exemption under section 408 of the Companies Act 2006 not to
present the parent company statement of compreheansive income. The loss for the parent company

was £781,000 (2009 loss £621,000)

All activities of the Group are classed as coniinuing except as indicated above.

-i5-
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GROUP BALANCE SHEET
As at 31 December 2010
Note 2010 2009
£'000 £000
Assets
Non-current assets
Exploration and development expenditure 12 1,155 7,106 .
Goodwill 12 - 583
Property, plant and equipment 13 1 13
Investment in associate 15 3,910 -
Available-for-sale financial assets 16 1,193
6,259 7,702
Current assets
Cash and cash equivalents 17 125 37
Trade and other receivables _ 19 226 175
351 212
Assets classified as held for sale 18 1,378 -
Total assels 7,988 7,914
Liabilities
Non-Current Liabilities
Deferred income 20 (1) (245)
Current Liabilities
Convertible loans 21 (183) - -
Other borrowings 22 (39) -
Trade and other payables 23 (668) (5610)
(890) (510)
Liabilities directly associated with assets 18 (188) -
classified as held for sale
Total liabilities {1,079) {755}
Net assets _ 6,909 7.159
Equity .
Share capital 24 4,396 3,844
Shares to be issued 25 32 -
Share premium account 11,275 11,275
Merger reserve 703 703
Transtation reserve 278 651
Accumulated loss (9,775) (9,354)
6,909 7,159

The financial statements were approved by the Board of Directors and authorised for issue on 26 April
2012 '

Michael Burton
Director Company Regisfration Number: 02255986

-16 -
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COMPANY BALANCE SHEET
As at 31 December 2010

Assets

Non-current assets

Properly, plant and equipment
Investments in subsidiaries
Investment in associate
Available-for-sale financial assets

Current assets
Cash and cash equivalents
Trade and other receivables

Assets classified as held for sale
Total assets
Liabilities

Current Liabilities
Convertible loans
Other borrowings
Trade and other payables

Net assets

Equity

Share capital

Shares to be issued
Share premium account
Merger reserve
Accumulated loss

Note

13
14
15
16

17
19

18

21
22
23

24
25

2010 2009
£1000 £000
- 1
1,073 6,386
3,910 -
1,193 -
6,176 6,387
124 14
219 381
343 395
501 -
7,020 6,782
(183) -
(39) -
(628) (415)
(850) (415)
6,170 6,367
4,396 3,844
32 -
11,275 11,275
703 703
(10,236) (9,455)
6,170 6,367

The financial statements were approved by the Board of Directors and authorised for issue on 26 April

2012

WD

Michael Burton
Director
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Cambridge Mineral Resources Plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

CASH FLOW STATEMENT
For the year ended 31 December 2010
Group Company
Note 2010 2009 2010. 2009
£000 £000 £000 £000

Net cash used in operating activities 26 (437) 16 (518) 3,844
Investing activities
Exploration costs 12 180 (149) - -
Exploration costs written-off on disposai of
investment in subsidiary (180) - - -
Loans granted to subsidiary undertakings - - 103 -
Proceeds from sale of available for sale
investments 16 147 - 147 -
Acquisition of investments - - - {3,972)
Net cash used in investing activities 147 {149) 250 (3,972)
Financing activities in continuing operations
Proceeds from issue of share capital 24 45 150 45 180
Proceeds from share capital to be issued 25 32 - 32 -
Short term loans received 21/22 238 - 238 -
Net cash generated from financing activities 315 150 315 150
Financing activities in discontinued operations
Proceeds from sale of assets 18 63 - 63 -
Increase/{decrease) in cash 88 17 110 22
Cash at the beginning of the period 37 20 14 (8)
Cash and cash equivalents at the end of the period 125 37 124 14

Major non-cash transactions
1. Acquisitions and disposals

In May 2010 the Company disposed of its wholly-owned Spanish subsidiary Recursos Metalicos St
for the rights to unlisted shares in Iberian Goid Plc. This transaction has been disclosed in note 15
(Investment in associate) and note 16 (Available for sale financial assets) and has an aggregate fair
value of £5,268,000. Upon disposal, the subsidiary financial statements ceased to be consolidated
with the Group financial statements and the subsidiary's cash flow prior to disposal has not been
included in the cash flow statement above.
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Cambridge Mineral Resources Plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

Major non-cash transactions (continued)
2. Shares

During 2010 the Company settied the following liabilities by the issue and aliottment of shares in the
Company and by the disposal of available-for-sale financial assets:

Note £000
Settlement of trade and other payables by allotment of Company
shares 23&24 128
Settlement of converiible loan liabilities by allotment of Company
shares 218&24 300
Settlement of other borrowings liabilities by alloiment of Company
shares 22824 20
Setilement of trade and other payables by disposal of available-for-
sale financial assets : 238&16.3 6
Settlement of convertible loan liabilities by disposal of available-for-
sale financial assets 21&16.3 240
Total 694
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Cambridge Mineral Resources Plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

1. General information

The principal activity of Cambridge Mineral Resources Plc (“the Company”) and its subsidiarles
{together ‘the Group'} is the exploration and development of precious and base metal resources. The
Company Is incorporated and domiciled in the UK.

The address of its registered office Is 12 Greenleaf House, Darkes Lane, Potters Bar, Hertfordshire
EN6 1AE.

2. Summary of Significant Accounting Policies

The principal Accounting Policies applied in the preparation of these Financial Statements are set out
below. These Policies have been consistently applied to all the periods presented, unless otherwise
siated.

2.1 Basis of Preparation of Financial Statements

The Consolidated Financial Statements have been prepared in accordance with EU-endorsed
International Financial Reporting Standards {IFRSs) and International Financial Reporting
Interpretations Committee (IFRIC) interpretations and the paris of the Companies Act 2006 applicable
to companies reporiing under IFRS. The Consolidated Financial Statements have alsc been prepared
under the historical cost convention, as madified by the revalualion of available-for-sale financial
assets.

The Financial Statements are presented in Pounds Sterling rounded o the nearest pound.

Cambridge Mineral Resources Plc, the legal parent, is domiciled and incorporated in the United
Kingdom,

The preparation of financial statements in conformity with IFRSs requires the use of certain critical
accounting estimates. it also requires management to exercise its judgment in the process of applying
the Group'’s Accounting Policies. The areas involving a higher degree of judgment or complexity, or
areas where assumptions and estimates are significant to the Financial Statements are disclosed in
Note 4.

2.2 Basis of Consolidation

The Group Financial Statements consolidate the Financial Statements of Cambridge Mineral
Resources Ple and the management accounts of all of its subsidiary and associate undertakings made
up to 31 December 2010.

Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the Group has the power 1o
govern the financial and operating policies generally accompanying a shareholding of more than one
half of the voting rights. The existence and effect of potential voting rights that are currently
exercisable or convertible are considered when assessing whether the Group conirols another entity.
Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are
deconsolidated from the date that controt ceases.

The Group uses the acquisition method of accounting to account for business combinations. The
consideration transferred for the acquisition of a subsidiary is the fair values of the assets transferred,
the liabilities incurred and the equity interests issued by the Group. The consideration transferred
includes the fair value of any asset or liability resulting from a contingent consideration arrangement.
Acquisition-related costs are expensed as incurred. ldentifiable assets acquired and liabilities and
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| Cambridge Mineral Resources Plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

2.2 Basis of Consolidation {continued)

contingent liabilities assumed in a business combination are measured initially at their fair values at
the acquisition date. On an acquisition-by-acquisition basis, the Group recognises any non-controlling
interest in the acquiree either at fair value or at the non-controlling interest’s proportionate share of the
acquiree’s net assets.

Investments in subsidiaries are accounted for at cost less impairment. Cost is adjusted to reflect
changes in consideration arising from contingent consideration amendments. Cost also includes direct
attributable costs of investment.

The excess of the consideration fransferred, the amount of any non-controlling interest in the acquiree
and the acquisition-date fair value of any previous equity interest in the acquiree over the fair value of

the Group’s share of the identifiable net assets acquired is recorded as goodwill. If this is less than the
fair value of the net assets of the subsidiary acquired in the case of a bargain purchase, the difference
is recognised directly in the statement of comprehensive income (ncte 2.7).

Inter-company transactions, balances and unreatised gains on transactions between Group
companies are eliminated. Unrealised losses are also eliminated. Accounting policies of subsidiaries
have been changed where necessary to ensure consistency with the policies adopted by the Group.

{b) Transactions and non-controlling interests

The Group treats transactions with nen-controlling interests as transactions with equity cwners of the
Group. For purchases from non-controlling interests, the difference betwsaen any consltderation paid
and the relevant share acquired of the carrying value of net assets of the subsidiary is recorded in
equily. Gains or losses on disposals to non-controlling interests are also recorded in equity.

When the Group ceases to have control or significant influence, any retained interest in the entity Is
remeasured to its fair value, with the change in carrying amount recognised in profit or loss. The fair
value is the initial carrying amount for the purposes of subsequently accounting for the retained
interest as an associate, joint venture or financial asset. In addiiion, any amounts previously
recognised in other comprehensive income in respect of that entity are accounted for as if the Group |
had directly disposed of the related assets or liabilities. This may mean that amounts previously

recognised in other comprehensive income are reclassified to profit or loss.

if the ownership interest in an associate is reduced but significant influence is retained, only a
propartionate share of the amountis previously recognised in other comprehensive income are
reclassified to profit or loss where appropriate.

{c) Associates

Associates are all entities over which the Group has significant influence but not controf, generally
accompanying a shareholding of between 20% and 50% of the voting rights. Investments in
associates are accounted for using the equity method of accounting and are initially recognised at
cosl. The Group's investment in associates includes goodwill identified on acquisition, net of any
accumuiated impairment loss.

The Group’s share of ils associates’ post-acquisition profits or losses is recognised in the income
statement, and its share of post-acquisition movements in other comprehensive income is recognised
In other comprehensive income. The cumulative post-acquisition movements are adjusted against the
carrying amount of the investment. When the Group’s share of losses in an associate equals or
exceeds its interest in the associate, including any other unsecured receivables, the Group does not
recognise further losses, unless it has incurred obligations or made payments on behalf of the
associate.

Unrealised gains on transactions between the Group and ils associates are eliminated to the extent of
the Group’s interest in the associates. Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred. Accounting policies of associates have
been changed where necessary to ensure consistency with the policies adopted by the Group.
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Cambridge Mineral Resources Plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

2.2 Basis of Consolidation {continued)
Dilution gains and losses arising in investments in associates are recognised in the income statement.
2.3 Going Concern

The Group's business activilies together with the factors likely to affect its future development, -
performance and position are set out in the Chairman’s report on page 3. In addition, Notes 3 and 4 to
the Financial Statements include the Group’s objectives, policies and processes for managing its
capital; its financial risk management objectives; details of its financial instruments and its exposure to
credit and liquidity risk.

The Financial Statements have been prepared on a going concern basis. Although the Group’s assets
are not generating revenues and an operating [oss has been reported, the Directors believe that the
Group wili have sufficient funds to undertake its operating activities over the next 12 months including
any additional payment required in relation to its current exploration projects. However, in order to
meet overheads and the minimum spending requirements over the life of existing projects and as
additional projects are identified additional funding will be reguired. The amount of funding is
unforeseen at the point of approval of these Financial Statements and the Group will be required to
raise additional funds either via an issue of equity or through the issuance of debt. The Directors have
received indications of further equity funding from shareholders and other investors and are confident
that funds wilt be forthcoming if and when those are required.

The Directors have a reasonable expectation that the Group and Company have adequate resources
to continue In operational existence for the foreseeable future. Thus they continue to adopt the going
concern basis of accounting in preparing the annual financial statements.

2.4 Changes in accounting policy and disclosures
(a} New and amended standards adopted by the Group

The following new standards and amendmenis to standards are mandatory for the first time for the
financial year beginning 1 January 2010.

IFRS 3 {revised), ‘Business Combinations’, and consequential amendments to IAS 27, ‘Consclidated
and separate financial statements’, IAS 28 'Investments in assoclates’, and |AS 31 ‘Interests in joint
ventures', are effective prospectively to business combinations for which the acquisition date is on or
after the beginning of the first annual reporting period beginning on or after 1 July 2009.

The revised standard continues to apply the acquisition method to business combinations but with
some significant changes compared to IFRS 3. For example, all payments to purchase a business are
recorded at fair value at the acquisiticn date, with contingent payments classified as debt
subsequently re-measured through the statement of comprehensive income. All acquisition costs are
expensed.

The adoption of these standards has no impact on the current period, as all new companies within the
Group have been owned since incorporation.

(b) New and amended standards, and interpretations mandatory for the first time for the financial year
beginning 1 January 20710 but not currently relevant fo the Group

The following standards and amendments to existing standards have been published and are
mandatory for the Group’s accounting periods beginning on or after 1 January 2010, but are not
relevant to the Group.
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Cambridge Mineral Resources Plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

2.4 Changes in accounting policy and disclosures (continued)

Amendments to IFRS 1 “First-time Adoption of Internationat Financial Reporting Standards” and 1AS
27 “Consolidated and Separate Financial Statements” addressed concerns that retrospectively
determining the cost of an investment in separate {inanclal statements and applying the cost method
In accordance with IAS 27 on first-time adoption of IFRSs cannot, in some circumstances, be
achieved without undue cost or effort. These amendments were effeclive for periods beginning on or
after 1 July 2009, '

Further amendments to IFRS 1 addressed the retrospective application of IFRSs to particular
situations (oil and gas assets and leasing contracts), and are aimed at ensuring that entities applying
IFRSs will not face undue cost or effort in the transition process. These amendments were effective
for pertods beginning on or after 1 January 2010.

(b} New and amended slandards, and interpretations mandatory for the first time for the financial year
beginning 1 January 2010 but not currently relevant o the Group (continued)

Amendments to IFRS 2 “Share-based Payment” clarified the accounting for group cash-seltled share-
based payment transactions, These amendments were effective for periods beginning on or after 1
January 2010.

Amendments to IAS 39 “Financial Instruments: Recognition and Measurement” provided additional
guidance on what can be designated as a hedged ltem. These amendments were effective for periods
beginning on or after 1 July 2009,

IFRIC 17 “Distributions of Non-cash Assets to Owners” standardised practice in the measurement of
distributions of non-cash assets to owners. This interpretation was effective for periods beginning on
or after 1 July 2009,

IFRIC 18 “Transfers of Assets from Customers” clarified the requirementis of IFRSs for agreements in
which an entity receives from a customer an item of property, plant and equipment that the entity must
then use either to connect the customer to a network or to provide the customer with ongoing access
to a supply of goods or services (such as a supply of electricity, gas or water). This interpretation was
effective for periods beginning on or after 1 July 2009,

(c) New standards, amendments and interprelations issued but not effective for the financial year
beginning 1 January 2010 and not early adopled

The Group and parent entity’s assessment of the impact of these new standards and interpretations is
set out below.

IFRS 9 “Financial Instruments” specifies how an entity should classify and measure financial
instruments, including some hybrid contracis, with the aim of improving and simplifying the appreach
to classification and measurement compared with 1AS 39. This standard is effective for pericds
beginning on or after 1 January 2013, subject to EU endorsement. The Directors are assessing the
possible impact of this standard on the Group’s financial statements.

A ravisad version of IAS 24 “Related Party Disclosures” simplifies the disclosure requirements for
government-related entities and clarifies the definition of a related party. This revision is effective for
periods beginning on or after 1 January 2011 and is not expected to have an impact on the Group’s
financial statements.

An amendment to IFRS 1 “First-time Adoption of International Financial Reporting Standards” relieves
first-time adopters of IFRSs from providing the additional disclosures introduced in March 2009 by
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Cambridge Mineral Resources Plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

2.4 Changes in accounting policy and disclosures (continued)

“Improving Disclosures about Financial Instruments” (Amendments to IFRS 7). This amendment is
effective for periods beginning on or after 1 July 2010 and is not expected o have an impact on the
Group's financial statements. '

Further amendments to IFRS 1 replace references to a fixed date of 1 January 2004 with “the date of
transition to IFRSs”, thus sliminating the need for companies adopting IFRSs for the first time to
restate derecoghnition transactions that occurred before the date of transition to 1FRSs, and provide
guidance on how an entity should resume presenting financial statements in accordance with IFRSs
after a period when the entity was unable to comply with IFRSs because its functional currency was
subject to severe hyperinflation. This amendment is effective for periods beginning on or after 1 July
2011, subject to EU endorsement, and is not expected to have an impact on the Group’s financial
statements.

Amendments to IFRS 7 “Financial instruments: Disclosures” are designed to help users of financial
statements evaluate the risk exposures relating to transfers of financial assets and the effect of those
risks on an entity's financial position. These amendments are effective for periods beginning on or
after 1 January 2011, subject to EU endorsement. The Directors are assessing the possible impact of
these amendments on the Group's financial statemenis.

Amendments to IAS 12 “Income Taxes” introduce a presumption that recovery of the carrying amount
of an asset measured using the fair value model in I1AS 40 “Investment Property” will normally be
through sale. These amendments are effective for periods beginning on or after 1 January 2012,
subject to EU endorsement, and are not expected o have an impact on the Group's financial
statements.

Amendments to JAS 32 “Financial Instruments: Presentation” address the accounting for rights issues
that are denominated in a currency other than the functional currency of the issuer. These
amendments are effective for periods beginning on or after 1 February 2010, and are not expected to
have an impact on the Group’s financial statements.

“Improvements to IFRSs” are collections of amendments to IFRSs resulting from the annual
improvements project, a method of making necessary, but non-urgent, amendments to IFRSs that will
not be included as part of another major project. These improvements have various implementation
dates; for May 2010 improvements, the earliest is effective for periods beginning on or after 1 July
2010 subject to EU endorsement. The Directors are assessing the possible impact of these
improvements on the Group's financial statements.

(¢} New standards, amendments and imterpretations issued but not effective for the financial year
beginning 1 January 2010 and not early adopted

IFRIC 19 “Extinguishing Financial Liabilities with Equily Instruments” clarifies the treatment required
when an entity renegotiates the terms of a financiat liability with its creditor, and the creditor agrees io
accept the entity’s shares or other equity instruments to settle the financial liability fully or partialiy.

This interpretation is effective for periods beginning on or after 1 July 2010. The Directors are
assessing the possible impact of this interpretation on the Group's financial statements.

An amendment to IFRIC 14 “IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding
Requirements and their Interaction”, on prepayments of a minimum funding requirement, applies in

the limited circumstances when an entity is subject to minimum funding requirements and makes an
early payment of contributions to cover those requirements. The amendment permits such an entity to
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Cambridge Mineral Resources Plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

2.4 Changes in accounting policy and disclosures {continued)

treat the benefit of such an early payment as an asset. This amendment is effective for periods
beginning on or after 1 January 2011, and is not expectad to have an impact on the Group's financial
statements.

2.5 Foreign Currencies
(8) Funclional and presentalion currency

items included in the Financial Statements of the Group's entities are measured using the currency of
the primary economic environment in which the entity operates (the functional currency’). The
functional currency of the UK parent entity is sterling. The currency of Spain is the Euro, the currency
of Bulgaria is the L.ev and the currency of Peru is the New Sol. The Financial Statements are
presented in pounds stetling, rounded to the nearest thousands of pounds, which is the Company’s
functional and Group’s presentation currency.

(b) Transactions and balances

Foreign currency transactions are {ranslated into the functional currency using the exchange rates
prevailing at the dates of the fransactions or valuation where such items are re-measured. Forelgn
exchange gains and losses resulting from the settlement of such transactions and from the translation
at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in the income statement, except when deferred in other comprehensive income as
qualifying cash flow hedges and qualifying net investment hedges.

{c} Group companies

The results and financial position of ali the Group entities {none of which has the currency of a
hyperinflationary economy) that have a functional currency different from the presentation currency
are transiated into the presentation currency as follows:

« assets and liabilities for each balance sheet presented are translated at the closing rate at the
date of that balance sheest;
s income and expenses for each income statement are iranslated at average exchange rates
{uniess this average is not a reasonable approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case income and expenses are transiated at the
dates of the transactions); and
» all resulting exchange differences are recognised in other comprehensive income,

On consolidation, exchange differences arising from the transiation of the net investment in foreign
entities, and of monetary items receivable from foreign subsidiaries for which settlement is neither
planned nor likely to occur in the foreseeable future are taken to other comprehensive income. When
a foreign operation is sold, such exchange differences are recognised in the income statement as part
of the gain or loss on sale. :

2.6 Intangible assets

The Group recognises expenditure as exploration and evaluation assets when it determines that those
assets will be successful in finding specific mineral resources. Expenditure included in the initial
measurement of exploration and evaluation assets and which are classified as intangible assets relate
to the acquisition of rights to explore, topographical, geclogical, geochemical and geophysical studies,
exploratory drilling, trenching, sampling and activities to evaluate the technical feasibility and
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Cambridge Mineral Resources Plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

2.6 Intangible assets (continued)

- commercial viability of extracting a mineral resource. Capitalisation of pre-production expendlture
ceases when the mining property is capable of commercial production.

Exploration and evaluation assets are recorded and held at cost.

Exploration and evaluation assets are assessed for impairment when facts and circumstances
suggest that the carrying amount of an asset may exceed iis recoverable amount. The assessment is
carried out by allocating exploration and evaluation assets 1o cash generating units, which are based
on specific projects or geographical areas.

Whenever the exploration for and evaluation of mineral resources in cash generating units does not
lead to the discovery of commercially viable quantities of mineral resources and the Group has
decided to discontinue such activities of that unit, the associated expenditures are written off to the
income statement.

2.7 Goodwill

Goodwill arises on the acquisition of subsidiaries, associates and joint ventures and represents the
excess of the consideration transferred over the Group's interest in the net fair value of the net
identifiable assets, liabilities and contingent liabilities of the acquiree and the fair value of the non- -
controlling interest in the acquiree,

For the purpose of impairment testing, goodwill acquired in a business combination is allocated to
each of the cash-generating units, or groups of cash-generating units, that are expected to benefit
from the synergies of the combination. Each unit or group of units to which the goodwill is allocated
represents the lowest level within the entity at which the goodwill is monitored for internal
management purposes. Goodwill is monitored at the operating segment level.

Goodwill impairment reviews are undertaken annually, or more frequently if evenis or changes in
circumstances indicate a potential impairment. The carrying value of goodwill is compared to the
recoverable amounti, which is the higher of value in use and the fair value less cosis {o sell. Any

impairment is recognised immediately as an expense and is not subseqguently reversed.

2.8 Plant and Equipment

Plant and equipment is stated at cost less accumulated depreciation and any accumulated impairment
losses. Depreciation is provided on all tangible assets {o write off the cost less estimated residual
value of each asset over its expected useful economic life on a straight line basis at ihe following
annual rates:

Fixtures, fittings and equipment - 25%.

An asset'’s carrying amount is written down immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposal are determined by comparing the proceeds with the carrying amount
and are recognized within ‘Other (losses)/gains’ in the income statement.

2.9 impairment of non-financial assets

Assets that have an indefinite useful life, for example, intangible assets not ready to use, are not
subject to amortisation and are tested annually for impairment. Tangible assets are reviewed for
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Cambridge Mineral Resources Plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

2.9 Impairment of non-financial assets (continued)

impairment whenever events or changes in circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value less
costs to sell and valué in use. For the purposes of assessing impairment, assets are grouped at the
lowsst levels for which there are separately identifiable cash flows (cash generating units). Non-
financial assets that suffered impairment are reviewed for possible reversal of the impairment at each
reporiing date.

2.10 Financial Assets
Classification

The Group classifies its financial asseis in the following categories: loans and receivables and
available-for-sale. The classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial recognition.

(i} Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are included in current assets, except for maturities greater
than 12 months after the balance sheet date. These are classified as non-current assets. The Group’s
loans and receivables comprise trade and other receivables, restricted assets and cash and cash
equivalents in the balance sheet.

(i) Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not
classified in any of the other categories. They are included in non-current assets unless the
investment matures or management intends to dispose of the investment within 12 months of the end
of the reporting period.

Recognition and measurement

Investments are initially recognised at fair value plus transaction costs, for all financial assets not
carried at fair value through profit or loss. Financial assets are de-recognised when the rights to
recelve cash flows from the investments have expired or have been transferred, and the Group has
transferred substantially all of the risks and rewards of ownership. Available-for-sale financial assets
are subsequently carried at fair value unless the Group is precluded from doing so as, in the case of
unlisted equity securities, the range of reasonable fair value estimates is significant and the
probabilities of the various estimates cannot be reasonably assessed. In such circumstances
available-for-sale financial assets are held at cost and reviewed annually for impairment. Loans and
receivables are subsequently carried at amortised cost using the effective interest method.

Changes in the fair value of menetary and nen-monetary securities classified as available-for-sale are
recognised in other comprahensive income. When securities classified as available-for-sale are sold
or impaired, the accumulated fair value adjustments recognised in equity are included in the income
statement as “gains and losses from investment securities.

intersst on avallable-for-sale securities calculated using the effective interest method is recognised in
the income statement as part of other income. Dividends on available-for-sale equity instruments are
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2.10 Financial Asssts (continued)

recognised in the income statement as part of Other Income when the Group’s right to receive
payments is established.

Impairment of financial assets
(i} Assets carried at amonrtised cost

The Group assesses at the end of each reporting period whether there is objective evidence that a
financial asset, or a group of fihancial assets, is impaired. A financial asset, or a group of financial
assets, is impaired, and impairment losses are incurred, only if there is objective evidence of
impairment as a result of one or more events that cccurred after the initial recognition of the asset {a
“loss event”), and that loss event (or events) has an impact on the estimated future cash flows of the
financial asset, or group of financial assets, that can be reliably estimated.

The criteria that the Group uses to determine that there is ohjective evidence of an impairment foss
include: '

significant financial difficulty of the issuer or obligor;

a breach of contract, such as a default or delinguency in interest or principal repayments;

the disappearance of an aclive market for that financial asset because of financial difficulties; or
observable data indicating that there is a measurable decrease in the estimated future cash flows
from a portfolio of financial assets since the initial recognition of those assets, although the
decrease cannot yet be identified with the individual financial assets in the portfolio.

The amount of the loss is measured as the difference between the asset's carrying amount and the
present value of estimated future cash flows (excluding future credit losses that have not been
incurred), discounted at the financial asset's original effeciive interest rate. The asset’s carrying
amount is reduced, and the loss is recognised in the income statement. if a loan or held-to-maturity
investment has a variable interest rate, the discount rate for measuring any impairment loss is the
current effective interest rate determined under the contract. As a practical expedient, the Group may
measure impairment on the basis of an instrument's fair value using an observable market price.

i, in a subsequent pericod, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the reversal of the previously recognised impairment loss
is recognised in the income statement.

(1) Assels classified as avalfable-for-sale

The Group assesses at the end of each reporting pertod whether there Is objective evidence that a
financial asset, or a group of financial assets, is impaired. For debt securities, the Group uses the
criteria referred 1o in (i) above. In the case of equity investments classified as available-for-sale, a
significant or prolonged decline in the fair value of the security below its cost is also evidence that the
assets are impaired. If any such evidence exists for available-for-sale financial assets, the cumulative
loss - measured as the difference between the acquisition cost and the current fair value, less any
impairment loss on that financial asset previously recognised in the income statement - is removed
from equity and recognised in the income statement. impairment losses recognised in the income
statement on equity instruments are not reversed through the income statement. If, in a subsequent
petiod, the fair value of a debt instrument classifted as available-for-sale increases and ihe increase
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2.10 Financial Assets (continued)

can be objectively related to an event occurring after the impairment loss was recognised in the
income statement, the impairment loss is reversed through the income statement.

2.11 Cash and Cash Equivalents

Cash and cash equivalents comprise cash in hand, demand deposits, bank overdrafts, and short-term,
highly liquid investments that are readily convertible into known amounts of cash, and are subject to
an insignificant risk of changes in value.

2.12 Taxation

Tax is recognised in the income statement, except to the extent that it relates to items recognised in
other comprehensive income or directly in equity. In this case, the tax is also recognised in other
comprehensive income or directly in equity, respectively,

Deferred tax is accounted for using the balance sheet liabilily method in respect of temporary
differences arising from differences beiween the carrying amount of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit.
However, deferred tax labilities are not recognised if they arise from the initial recognition of goadwill;
deferred tax is not accounted for if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects neither
accounting nor taxable profit or foss.

In principle, deferred tax liabilities are recognised for all taxable temporary differences and deferred
tax assets are recognised to the extent that it is probable that taxable profits will be available against
which deductible temporary differences can be utilised.

Deferred tax liabilitles are recognised for taxable temporary differences arising on invesiments in
subsidiaries and associates, and interests in joint ventures, except where the Company is able to
control the reversal of the temporary difference and it is probable that the temporary difference will not
reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when thers is a legally enforceable right to offset current
tax assets against current tax liabilities and when the deferred tax assets and liabilities relate to taxes
levied by the same taxation authority on either the same taxable entity or different taxable entities
where there is an intention to setile the balances on a net hasis.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is
realised or the liability is settled.

Deferred tax assets and liabilities are not discounted.
2.13 Share Capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of tax, from the proceeds.
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2,14 Share Based Payments
Employees

The Group operates an equity-setiled, share-based compensation plan, under which the entity
receives services from employees as consideration for equity instruments (shares, options and
warrants) of the Group. The fair value of the employee services received in exchange for the grant of
the options is recognised as an expense. The total amount {0 be expensed is determined by reference
to the fair value of the options granted:

+  including any markét performance conditions;
.+ excluding the impact of any service and non-market performance vesting conditions: and
+ Including the impact of any non-vesting conditions

Non-market vesting conditions are inciuded in assumptions about the number of oplions that are
expected to vest. The total expense is recognised over the vesting period, which is the period over
which all of the specified vesiing conditicns are to be satisfied. At the end of each reporting period, the
entity revises its estimates of the number of options that are expected to vest based on the non-
market vesting conditions. It recognises the impact of the revision to original estimates, if any, in the
income statement, with a corresponding adjustment to equity.

When options and warrants are exercised, the company issues new shares. The proceeds received
net of any directly attributable transaction costs are credited to share capital {at nominal value) and
share premium when the options are exercised.

The grant by the company of options and warrants over its equity instrumenis to the employees of
subsidiary undertakings in the Group is treated as a capital centributicn. The fair value of employee
services received, measured by reference to the grant date fair value, is recognised over the vesting
period as an increase to investment in subsidiary undertakings, with a corresponding credit to equity.

The social security contributions payable in connection with the grant of the share options is
considered an integral part of the grant itself, and the charge will be treated as a cash-settled
transaction.

Creditors

The Group setlles its financial obligations to creditors by the issue of new shares in lisu of cash when
it is deemed to be necessary or of benefit to the Group to do so. In calculating the number of shares to
be issued in a settiement the value of each share is a minimum of nominal value. If a share price
greater than nominal value is utilized in the calculation of shares tc be issued in a settlement to a
creditor then the amount in excess of nominal value is credited to the share premium account.

Share based payments to creditors are separately disclosed in the cash flow statement.
2.15 Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable, and represents
amounts receivable for goods and services supplied, stated net of discounts, returns and Value-
Added Tax.

The Group recognises revenue when the amount of revenue can be reliably measured, it Is probable
that future economic benefits will flow to the entity, and specific criteria have been met for each of the
Group's aclivilies, as described below. The Group bases its estimates of returns on historical resulis,
taking into consideration the type of customer, the type of transaction and the specifics of each
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2.15 Revenue Recognition {continued)

arrangement. The Group hires vehicles to iis joint venture partner in Bulgaria. Revenue is recognised
in the accounting period in which the services are rendered.

2.16 Trade Payables

Trade payables are cbligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities if payment is
due within one year or less {or in the normal operating cycte of the business if longer). if not, they are
presented as non-current lfabilities.

Trade payables are recognised initially at fair value, and subsequently measured at amortised cost
using the effective interest method.

2.17 Operating Leases

Leases of assets under which a significant amount of the risks and benefits of ownership are
effectively retained by the lessor are classified as operating leases. Operating lease payments are
charged to the income statement on a straight-line basis over the period of the respective leases.

2.18 Finance Income

Interest income is recognised on a time proportion basis, taking into account the principal amounts
ouistanding and the interest rates applicable.

2.19 Discontinued operations, assets and businesses held for sale

Cash flows and operations that relate to a major component of the business or geographical region
that has been sold or is classified as held for sale are shown separately from continuing operations.

Assets and businesses classified as held for sale are measured at the lower of carrying amount and
fair value less costs to sell. No deprecialion is charged on assets and businesses classified as held for
sale.

Assets and businesses are classified as held for sale if their carrying amount will be recovered or
settled principally through a sale transaction rather than through continuing use. This condition is
regarded as baing met only when the sale is highly probable and the assets or businesses are
available for immediate sale in their present condition or is a subsidiary acquired exclusively with a
view o resale. Management must be committed to the sale, which should be expected {o qualify for
recognition as a completed sale within one year from the date of classification,

Finance income or costs are included in discontinued operations only in respect of financial assets or
liabilities classified as held for sale or derecognised on sale.

2.20 Exceptional items

Exceptional items are disclosed separately in the Financial Statements where it is necessary to do so
to provide further understanding of the financial performance of the Group. They are material items of
income or expense that have been shown separately due to the significance of their nature or amount.
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3. Financiat Risk Management
3.1 Financial Risk Factors

The Group's activilies expose it to a variety of financial risks: market risk (including currency risk, fair
value interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. The
Group’s overall risk management programme focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on the Group’s financial performance,

Market Risk
{a} Foreign currency risks

The Group operates internationally and is exposed to foreign exchange risk arising from various
currency exposures, primarily with respect to the Euro, Bulgarian Lev, Peruvian New Sol and the
British Pound. Foreign exchange risk arises from future commercial transactions, recognised assets
and liabilities and net investments in foreign operations. The Group negotiates all material contracts
for activities in relation to its subsidiaries in the relevant local currencies. The Group does not hedge
against the risks of fluctuations in exchange rates. The velume of transactions is not deemed sufficient
to enter into forward contracts. The Group has not sensitised the figures for fluctuations in foreign
exchange rates as the Directors are of the opinion that these fluctuations would not have a significant
impact on the financial statements of the Group at the present time. The Directors will continue to
assess the effect of movements in exchange rates on the Groups financial operations and initiate
suitable risk management measures where necessary.

(b} Price risk

The Group is exposed to commodity price risk as a result of its operations. However, given the size of
the Group’s operations, the costs of managing exposure to commodity price risk exceed any potential
benefits. The Directors will revisit the appropriateness of this policy should the Group’s operations
change in size or nature, The Group is exposed to equity securities price risk because of investments
held by the Group as available-for-sale financial assets.

{c} Interest rate risk

The Group has interest-bearing borrowings outstanding at the year end, and is therefore exposed to
interest rate risk on financlal liabilities. The Group also has an Interest rate risk arising from its cash
hetd on short-term deposit, which is not significant.

Credit Risk
Credit risk arises from cash and cash equivalents.

The Company considers the credit ratings of banks in which it holds funds in order to reduce exposure
to credit risk. The cradit rating of the Company’s bank Is A- {short term) and A {long term) (source:
Standard & Poors as at 4 April 2012),

The Company considers that it is not exposed to major concentrations of credit risk.
Liquidity Risk

In keeping with similar sized mineral exploration groups, the Group's continued future operations
depend on the ability to raise sufficient working capital through the issue of equity share capital. The
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Liquidity Risk (continued)

Directors are confident that adequate funding will be forthcoming with which fo finance operations.
Controls over expenditure are carefully managed.

3.2 Capital Risk Management

The Group’s abjectives when managing capital are to safeguard the Group’s abilily to continue as a
going concern, in order to provide returns for shareholders and to enable the Group to continue its
exploration and evaluation activities. The Group’s Going Concern policy is stated in note 2.3,

3.2 Capital Risk Management {continued)

The Group has non-interest bearing unsecured debt as at 31 December 2010. The Group monitors its
{evel of cash resources available against future planned exploration and evaluation activities and may
issue new shares in order to raise further funds from time to time.

3.3 Fair value estimation

Fair value measurements are disclosed according to the following fair value measurement hierarchy:

» quoted prices (unadjusted) in aclive markets for identical assets or liabilities (Level 1),

« inpuis other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that Is, derived from prices) (Level 2};

o inputs for the asset or liablity that are not based on observable market data (that is,
unobservable inputs) (Level 3}.

The following table presents the Company’s assets and liabilities that are measured at fair value at 31
December 2010:

Level 1 Level2 Level 3 Total

£ £ £ £

Investment in associate - - 3,910,000 3,910,000

Available-for-sale financial assets - - 1,193,000 1,193,000

Assets held for sale “ - 1,378,000 1,378,000
Liabilities directly associated with assets

classified as held for sale - - (188,000) {188,000)

Total - - 6,293,000 6,293,000

The fair value of financial instruments traded in active markets is based on quoted market prices at the
balance sheet date. A market is regarded as active if quoted prices are readily and regularly available
from an exchange, dealer, broker, industry group, pricing service or regulatery agency, and those
prices represent actual and regularly occurring market transactions on an arm's length basis. The
quoted market price used for financial assets held by the Company Is the current bid price. These
instruments are included In Level 1. Instruments included in Level 1 comprise primarily Plus quoted
equity investments classified as trading securities or available-for-sale.
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3.3 Fair value estimation (continued)

The fair value of financial instruments that are not traded in an active market (for example, over-the-
counter derivatives) is determined by using valuation techniques. These valuation techniques
maximise the use of observable market data where it is available, and rely as liitle possible on entity-
specific estimates. If all significant inputs required to fair value an Instrument are observable, the
instrument is included in level 2.

If one or more of ihe significant inputs is not based on observable market data, the instrument is
included in Level 3.

Specific valuation techniques used to value financial instruments include:

quoted market prices or dealer quetes for similar instruments;
the fair value of interest rate swaps is calculated as the present value of the estimated future
cash flows based on observable yield curves;

* the fair value of forward foreign exchange contracts is determined using forward exchange
rates at the balance sheet date, with the resulting value discounted back to present value,

* other techniques, such as discounted cash flow analysis, are used to determine fair value for
the remaining financial instruments,

The following table presents the changes in Level 3 instruments for the years ended 31 December
2010 and 31 December 2009

2010 2009

£ £

Investment in associate 3,910,000 -

Available-for-sale financial assets 1,193,000 -

- Assets held for sale 1,378,000 -

Liahilities directly associated with assets (188,000} -
classified as held for sale

Total 6,293,000 -

In 2010 the Company disposed of its Spanish subsidiary for a consideration which was held as
invesiment in associate and available-for-sale financial assels.

In 2010 the Company entered a conditional sale agreement the sale of its Peruvian subsidiaries which
as a result were re-classified as assets held for sale.

4, Critical Accounting Estimates and Judgments

The preparation of the combined financial statements in conformity with IFRSs requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and labilitles at the date of the financial statements and the reported
amount of expenses during the year. Actual results may vary from the estimates used to produce
these Financial Statements.
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4, Critical Accounting Estimates and Judgments (continued)

Estimates and judgments are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

Significant items subject to such estimates and assumptions include, but are not limited to:
Impairment of exploration and evaluation coslts

Exploration and evaluation costs have a carrying value at 31 December 2010 of £1,155,000 (2009:
£7,106,000). Such assets have an indefinite useful life as the Group has a right to renew exploration
licenses and the asset is only depreciated once extraction of the resource commences. Management
tests annually whether exploration projects have future economic value in accordance with the

accounting policy stated in Note 2.6. Each exploration project is subject to an annual review by the
directors and the project management to determine if the exploration results returned during the year
warrant further exploration expenditure and have the potential to result in an economic discovery. This
review takes Into consideration long term metal prices, anticipated resource volumes and supply and
demand outlook. In the event that a project does not represent an economic exploration target and
results indicate there is no additional upside a decision will be made to discontinue exploration. The
Directors have reviewed the estimated value of each project prepared by management and have
made concluded that no impairment charge is necessary.

Share based pgyment fransactions

The Group has made awards of options and warrants over its unissued share capital to certain
Directors and employees as part of their remuneration packages. Certain warrants have also been
issued to shareholders as part of their subscription for shares and suppliers for various services
received. The valuation of these options and warrants involves making a number of critical estimates
relating to price volatility, future dividend vields, expected life of the options and forfefture rates. These
assumptions have been described in more detail in Note 26,

Avalflable-for-sale financial assefs

The Group holds unlisted equity securities as available-for-sale financial assets which have a carrying
value at 31 December 2010 of £1,192,936 (2009: £nil).

The Group follows the guidance of IAS 39 to determine when an available-for-sale equity invesiment
is impaired. This determination requires significant judgment. In making this judgment, the Group
evaluates, among other factors, the duration and extent to which the fair value of an invesiment is less
than its cost; and the financial health of the shor-term business cutlook for the investee, including
factors such as industry and sector performance and operational and financing cash flow.

Current and deferred taxaltion

The Group is subject to income taxes in numerous jurisdictions. Judgment is required in determining
the worldwide provision for such taxes. The Group recognises liabilities {or anticipated tax audit issues
based on estimates of whether additional taxes will be due. Where the final tax outcome of these
matters is different from the amounts that were Initlally recorded, such differences will affect the
current and deferred income tax assets and liabilities in the period in which such determination is
made. Deferred tax liabilities are recognised on any fair value gains in available-for-sale financial
assets. Deferred tax assets are recognised for the utilisation of the available capital tax losses against
the fair value gain. Should the actual final outcome regarding the utilisation of these losses be
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4. Critical Accounting Estimates and Judgments (continued)

different from management’s estimations the Group may need to revise the carrying value of this
asset.

Valuation of investment in associate

The Group holds an investment in an assoclate company which has a carrying value at 31 December
2010 of £3,810,395 (2009: £nil).

The Group follows the guidance of IAS 28 to determine when an investment in associate is impaired.
This determination requires significant judgment. In making this jJudgment, the Group evaluates,
among other factors, the duration and extent to which the fair value of an investment is less than its
cost; and the financial health of the short-term business outlook for the investee, including factors
such as industry and sector performance and operational and financing cash flow.

Valuation of goodwill

The Group tests annually whether goodwill has suffered any impairment, in accordance with the
accounting policy stated in Note 2.7.
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5. Segment Reporting

Under IFRS 8 neither the Company or Group are not required to disclose segmental data because
neither entity has debt or equity instruments which are traded in a public market, nor files, or is in the
process of filing, its financial statements with a securities commission or other regulatory organisation
for the purpose of issuing any class of instruments in a public market.

6. Expenses by nature

Note 2010 2009
£'000 £'000

Auditor’s fees
- Auditor's remuneration - Company 23 25
- Auditor’s remuneration - Subsidiaries 17 -
- Other services - 4
Directors’ remuneration 7 - 286 176
Operating expenses 273 116
Travel expenses _ 7 25
Depreciation and amortisation 7 6
Loss on disposal of property, plant and equipment - 8
Bank charges 3 3
Foreign exchange movements (46) 110
Total administrative expenses 570 473

7. Gain on disposal of investment
Group Company

£'000 £000
Disposal of investment in Recursos Metalicos SL.:
Investment at date of disposal 5,278 5278
Disposal proceeds (see notes 15 and 16) (5,660) (5,660)
Reclassification of cumulative loss on translation
reseive due to losses {473) -
Net assels written-off {62) -
{Galn) on disposal {917) (382)
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8. Directors and employess

Staff costs excluding directors during the year were as follows:

2010 2009

£'000 £000

Wages and salaries 306 129
Social security costs - 12
306 141

The average number of employees in the Group during the year was 9 (2009: 12)

Remuneration in respect of directors was as follows:

2010 2009
£'000 £:000
Emolumenis
- Wages and salaries 78 78
- Fees paid to directors and their
service companies 208 98
286 176

The fees have been paid to related entities and are disclosed in the related party transaction
note.

The amounts set out above include remuneration in respect of the highest paid director as
follows:

2010 2009
£'000 £000
Emoiuments 105 105

No directors participate in money purchase or final salary pension schemes.
No director exercised any share options during the year.
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9. Finance costs
Finance costs were incurred on the following transactions:

In December 2009 the Company received £60,000 in respect of a placing of 12,000,000 1p shares for
1p each for £120,000 less fees of £60,000. The placing was conditional upon a re-purchase of the
shares by the Company in January 2010. The Company was unable ¢ re-purchase the shares in
January 2010 and settled the obligation in July 2010 by allotting the purchaser 1,200,000 5p shares
for no additional consideration at a cost to the Company of £60,000.

During 2010 the Company received short-term loans of £180,000 upon which finance charges of
£540,000 were due. The loans were convertible into ordinary shares of the Company at the lenders’
option. The loans were subsequently re-negotiated with the principal to be settled in cash and the
finance charges to be seltled in a combination of shares of the Company at 5p each and the
Company's shares in therian Gold Plc at 2.5p each. The directors were of the view that the above
prices of the shares were at fair-value at the time and in the circumstances prevailing.

Note 2010 2009

£000 £'000

Share placing 2009 - fees 60 -
l.oan - finance charges 21 540 -
Loan - interest on principal 4 -
604 -

10. Taxation

The tax on the Group’s loss before taxation differs from the theoretical amount that would arise using
the weighted average tax rate applicable to the losses of the consolidated entities as follows:

Group Company

2010 2009 2010 2009

£000 £:000 £'000 £'000
Loss before tax (397) {913) (758) (621)
Tax at the applicable rate of 26% (2009:
28%) (103) (256) (212) (174)
Expenditure not deductible for tax purposes 7 13 1 3
Net tax effect of losses carried forward 86 243 211 171

Tax charge

No charge to taxation arises due to the losses incurred.

The Group has tax losses of approximately £8,541,641 (2009: £8,151,410) available to carry forward
against future taxable profits. The Company has tax losses of approximately £9,135,897 (2008:
£8,379,017) available to carry forward against future taxable profits. A deferred tax asset has not been
recognised because of uncertainty over future taxable profits against which the losses may be utilised.
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11. Loss on discontinued operations
In Decamber 2010 the Company’s subsidiaries in Peru were sold subject to performance conditions

and with deferred consideration. Those subsidiaries therefore hecame discontinued operations of
which the net losses were:

2010 2009
£000 £'000
Minera Peru Gold SAC 1) .
Compania Minera Sucre SAC (1) -

(2) -

45




Cambridge Mineral Resources Plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

12. Exploration and development expenditure and goodwill

Exploration

Group Goodwill expenditure Total

£000 £000 £000
Gross carrying amount 1,191 7,661 8,852
Accumulated impairment {608) (655) {1,163)
At 31 December 2009 583 7,106 7,689
Gross carrying amounts - 1,171 1,171
Accumulated impairment _ - (16) {16)
Carrying amount at 31 December 2010 - 1,155 1,155

Reconciliation of the carrying amounts shown In the Group financial statements:

Exploration

Goodwill expenditure Total

£000 £'000 £'000

Carrying amount at 1 January 2009 583 8,800 9,383
Additions - 149 149
Net exchange differences - (623) (623)
Disposal of subsidiary - (1,081) (1,081)
Impairment - {139) {139)
Carrying amount at 31 December 2009 583 7,106 7,689
Adjustment to 2009 - (1,041) {1,041)
Net exchange differences - {227} (227)
Additions - 190 190
Disposal of subsidiary (583) (4,873) (5,456)
Impairment - - -
Carrying amount at 31 December 2010 - 1,155 1,165

During the year the Company’s Spanish subsidiary Recursos Metalicos SL was sold and the carrying
amounts of goodwill and exploration expenditure were released to the income statement.

At 31 December 2010 the carrying amount of exploration expenditure is that of the Company's
Bulgarian subsidiary Hereward Ventures Bulgaria EAD.

The Directors have conducted a review of impairments to goodwill and exploration expenditure by
comparing the carrying amounts to the estimated values of the related mineral resources and licenses
with reference to technical data and reports prepared by Competent Persons. The Directors are of the
opinion that no further impairment is required and therefore the carrying amounts stated ahove are a
reascnable approximation of fair value.
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13. Property, plant and equipment

Group Office Motor Total
equipment vehicles

£000 £:000 £000
Gross carrying amount 261 121 382
Accumulated depreciation and impairment (253) (82) {335)
Carrying amount at 31 December 2008 8 39 47
Gross carrying amount 261 71 332
Accumutated depreciation and impairment (254) {65) (319)
Carrying amount at 31 December 2009 7 6 13
Gross carrying amount 76 64 140
Accumulated depreciation and impairment (76) {63) {139)
Carrying amount at 31 December 2010 - 1 1

Reconciliation of the carrying amounts shown in the Group financial statements:

Office Motor Total
equipment vehicles

£'000 £:000 £000
Carrying amount at 1 January 2008 141 31 172
- Separately acquired 4 17 21
Assets disposed of:
- Through normal sale . {155) {19) (174)
- Through loss of Colombia/Panama (134) - (134)
Depreciation {16) {20} (36)
Depreciation released on disposal:
- Through normal sale 154 20 174
- Through loss of Colombia/Panama 12 - 12
Net exchange differences 2 10 12
Carrying amount at 31 December 2008 8 39 47
Carrying amount at 1 January 2009 8 -39 47
Assets disposed of:
- Through loss of control of Caracal Cambridge
Buigaria EAD - (20) (20)
Depreciation charge . )] {6)
Depreciation on disposals - (8) (8)
Carrying amount at 31 December 2009 7 6 13
Carrying amount at 1 January 2010 7 6 13
Adjustment t¢ 2009 (3) (3) {6)
Additions 1 - 1
Disposals (45) (33) (78)
Depreciation charge (2) (3) (5)
Depreciation on disposals 42 34 76
Carrying amount at 31 December 2010 - 1 1
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13. Property, plant and equipment (continued)

All depreciation and impairment charges are included within "administration costs” in the income
statement.

The Company
Office
equipment
£000
Gross carrying amount 42
Accumulated depreciation and impairment {38)
Carrying amount at 31 December 2008 4
Gross carrying amount 42
Accumulated depreciation and impairment {(41)
Carrying amount at 31 December 2009 1
Gross carrying amount 44
Accumulated depreciation {44)

Carrying amount at 31 December 2010 -

Reconciliation of the carrying amounts shown in the Company’s financial statements:

Carrying amount at 1 January 2008 12
Depreciation (8)
Carrying amount at 31 December 2008 4
Carrying amount at 1 January 2009 4
Depreciation (3)
Carrying amount at 31 December 2009 1

Depreciation (1)
Carrying amount at 31 December 2010 -
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14. Investments in subsidiaries
The Group

During the year the subsidiary Recursos Metalicos SL was scld to Iberian Gold Plc and
became an associate company to the Company and Group.

The Company
Cost or valuation Shares in Loans to Total
Group Subsidiary
Undertakings Undertakings

£000 £000 £'000
Carrying amount at 1 January 2010 2,414 3,972 6,386
Loans to subsidiaries reclassified - 266 266
Revaluation - 97 97
Additions - 103 103
Disposal of investment in Recursos Metalicos :
SL {1,590) {3,688) {5,278)
Transfer of Minera Peru Gold to assets held for
sale - {(501) (501)
Carrying amount at 31 December 2010 824 249 1,073

At 31 December 2010 the Group held shares in subsidiary underiakings as below.
Each of the companies’ principal activities is mineral exploration and development.

The Directors have conducted a review of impairments to its investments in subsidiaries by

comparing the carrying amounts to the estimated values of the related mineral resources \
and licenses with reference to technical data and reports prepared by Competent Persons. |
The Directors are of the opinion that no further impairment is required as at the year end ‘
and therefore the carrying amounts stated above are a reasonable approximation of fair

value.

Name of subsidiary undertaking

included
Country of % of shares in the
incorporation held consolidation
Hereward Ventures Bulgaria EAD Bulgaria 100 Yes
Minera Peru Gold SAC Peru 100 Yes
Minera Sucre SAC Peru 100 Yes

Company and Group

Hereward Ventures Bulgaria EAD has a joint venture in Caracal Cambridge Mining
Ventures Limited and Caracal Cambridge Bulgaria EAD. The Company and Group
had a 20% interest in those companies at the year end. Prior to 31 December
2008, the Company and Group had a 49% interest in those companies.
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14. Investments in subsidiaries (continued)

At 31 December 2010, the unaudited Balance Sheet of lhe joint ventures was:

£'000
Exploration costs 720
Property Plant and Equipment 15
Cash and cash equivalents 16
Other debtors 6
Trade and other payables {1,227}
Net liabilities {470)
Group’s share 20% (94)

The Directors have condticted a raview of impairments to its investments in subsidiaries by
comparing the carrying amounts to the estimated values of the related mineral resources and
licenses with reference to technical data and reports prepared by Competent Persons. The
Directors are of the opinion that no further impairment is required as at the year end and
therefore the carrying amounts stated above are a reasonable approximation of fair value,

15. Investment in associate

Group Company
2010 2009 2010 2009
£000 £000 £000 £'000
Carrying amount at 1 January ‘ - - - -
Acquisition of asscciate 4,052 - 4 052 -
Share of loss (142) - (142} -
Carrying amount at 31 December 3,910 - 3,910 -

Reconcitiation of the carrying amounts shown in the Group financial statements:

Shares of Amount
1p each £

Iberian shares in issue 32,826,667
Shares due to the Company 265,448,333
Total 298,275,000
iberian net assets'at
31 December 2010 8,269,144
49% thereof 148,352,400 4,051,881

During the year the Company sold its investment in its Spanish subsidiary Recursos
Metalicos SL to Harrogate Group Plc, which was subsequently renamed Iberian Gold Plc
{“Iberian™}. '

Under the sale agreement:

The total consideration due to the Company was up to 280,000,000 ordinary 1p shares in
Iberian to be held in the form of a Renounceable Letter of Allotment,
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14. Investments in associate (continued)

The Company was entitled to own up to 48% of Iberian's issued share capital from the date
of Iberian’s listing.

Iberian had an obligation to use its reasonable endeavours to achieve a listing on a
recognized investment exchange by 31 March 2012 and an obligalion to use its reasonable
endeavours to achieve a share price upon listing of 10p per share.

The fair value of the Company's interest in |berian as at 31 December 2010 has been
calculated to be: 49% of Iberian’s net assets, as disclosed in Iberian’s audited financial
statements, of £8,269,144, being £4,051,881.

The auditors’ report in respect of Iberian was qualified on the grounds of lack of sufficient
appropriate audit evidence concerning the classification and the accounting treatment in the
Company's Financlal Statements In respect of the Company’s wholly owned subsidiary
which was acquired during the year and held for resale at a carrying value of £8,400,000,
and which was not consolidated in the Company’s Financial Statements as required under
IFRS. The audit evidence available to the auditors was limited because they were unable to
verify that the Company was actively trying to sell the subsidiary as at 31 December 2010,
and they were unable to quantify the affect of the subsidiary not being consolidated because
of a lack of evidence available to the auditors regarding the subsidiary’s financial
performance and siate of affairs.

The Company had no presence on the board of Iberian as at 31 December 2010 and
exercised no management or operational control over Iberian.

The Directors are satisfied that the Company's entitiement to hold shares of up to 49% in
Iberian falls within the scope of IAS 28 ‘Invesiments in Associates’.

The Directors have undertaken an impairment review of its equity interest in Iberian
classified as investment in associate. This review has compared the value of the net assets
of Iberian to the value of the related mineral assets in Spain based on valuations thereof by
independent mining industry consultants. The direclors are satisfied that as at the year end
the Company's investment in associate represents fair value and that therefore no
impairment is required. :

The Group's share of results of its associate, which is unlisted, and its aggregated assels and liabilities, is as
follows:

Country of _ % Interest
Name incorporation ~  Assets Liabiliftes  Revenues Profit/{Loss) held
Iberian Gold Plc England £4,238,367 £186,487 £6 £ (142,485) 49
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16. Available for sale financial assets

Group Company
Note 2010 2009 2010 2009
£000 £'000 £000 £'000
Carrying amount at 1 January - - -
Additions 1,193 - 1193
Carrying amount at 31 December 1,193 - 1,193

Reconciliation of the carrying amounts shown in the Group financial statements:

Shares of 1p Amount
each £

iherlan shares in issue 32,826,667
Shares due to the Company 16.1 265,448,333
Total 298,275,000
16.1 Total shares due to the
Company:
tberian net assels at 31
December 2010 8,269,144
49% thereof 146,154,750 4,051,881
Balance of shares due 119,293,583 1,192,936
Total 16.2 265,448,333
16.2 Balance of shares due to the
Company:
Shares due upon sale of ‘
Recursos Metalicos SL 280.000,000
Less, shares disposed of during
the year 16.3 (14,551,667)
Balance of shares due to the
Company 265,448,333
16.3 Shares disposed of during
the year:
- Cash 4,891,667 146,750
- Settlement of trade and other
payables 60,000 6,000
- Settlement of convertible loan
liabilities 9,600,000 240,000
Total 14,551,667 392,750
Less, shares allotted after the
year end (4,485,000)
Total shares allotted as at the
year end 10,066,667

During the year the Company sold its investment in its Spanish subsidiary Recursos Metalicos SL to
Harrogate Group Plc, which was subsequently renamed Iberian Gold Ple (“Iberian”).

Under the sale agreement:

The total consideration due to the Company was up to 280,000,000 ordinary 1p shares in Iberian to be
held in the form of Renounceable Letters of Allotment.
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16. Available for sale financial assets (continued)

Iberian had an obligation to use its reasonable endeavours 1o achieve a listing on a recognized
investment exchange by 31 March 2012 and to use its reasonable endeavours {o achieve a share price
upon listing of 10p per share.

The Company was entitled to own up to 49% of Iberlan’s issued share capital from the date of Iberian’s
listing with the balance of shares being held under Renounceable Letters of Allotment.

Following the sale the Company renounced and disposed of 14,551,667 of its Iberlan shares leaving a
fotal number of shares due to the Company of 265,448,333, of which 148,352,400 shares have been
accounted for as Investment in Associate in accordance with 1AS 28 as stated in note 4.

The fair value of the Company’s interest in its available for sale financial asset has been calculated to
be 121,488, 433 Iberian shares at 1p per share, being £1,214,984.

The Directors have undertaken an impairment review of its equity interest in |berian classified as
available for sale financial assets. This review has compared the value of the net assets of Iberian to
the value of the related mineral assets in Spain based on valuations thereof by independent mining
industry consultants. The directors are satisfied that as at the year end the Company’s available for
sale financial assets represents fair value and that therefore no impairment is required.

17. Cash and cash equivalents

Group Company
2010 2009 2010 2009
Cash and cash equivalents £000 £°000 £'000 £'000
125 37 124 14

18. Assets and associated liabilities classified as held for sale

The assets and liabilities related to company Minera Peru Gold SAC (Peruvian subsidiary) have been
presented as held for sale following the approval of the group’s management to sell Minera Peru Gold
SAC. Compietion of this transaction is expected in 2012.

2010 2009
£000 £000
Operating cash flows 12 14
Investing cash flows - -
Financing cash flows - =
Total cash flows 12 14
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18. Assets and associated liabilities classified as held for sale
{continued)

(a) Assets of disposal group classified as hetd for sale

2010 . 2009
£000 £'000
Property, plant and equipment 2 3
Intangible assets 1,070 1,063
Other current assets 306 193
Total 1,378 1,249

(b} Liabilities of disposal group classified as held for sale

Trade and other payables 43 75
Other current liabilities 145 1,163
Total 1,295 1,238

On 16 December 2010 the Company agreed to sell its Peruvian subsidiaries Minera Peru
Gold SAC and Minera Sucre SAC to Gold Mines of Peru Limited (*“GMP") for a total
combined consideration of US$$2,350,000 in cash and shares in GMP, equivalent to
£1,506,796. Completion of the sale was due to be by 31 March 2011 and was conditional |
upon GMP listing on the Australian Securities Exchange ("ASX”") by that date at 2 minimum |
price of 20 Australian cents per share.

As at 31 December 2010 the assets and associated liabilities of Minera Peru Gold SAC and
Minera Sucre SAC have been classified inio disposal groups.

As at 31 December 2010 the Company’s historic cost of investment in its Peruvian
subsidiaries Minera Peru Gold SAC and Minera Sucre SAC was £1,296,854 against which a
doubtfut debt provision of £796,057 was made in 2007 and which in 2009 was charged to
Profit and Loss reserve, resulting in the above carrying amount of £500,797.

In 2011 GMP decided not to seek admission to the ASX and instead sought a disposal of its
interests, including the Company’s Peruvian subsidiaries, to an ASX-listed company.
Accordingly, the Company's original sale agreement was amended to replace the element of
the consideration represented by shares in GMP with a different amount of shares of the
ASX-listed company, and whose current market share price would represent a significant
diminution of the value of the original consideration to below historic cost, That transaction is
currently in progress and is also conditional upon the satisfactory completion of due
diligence by the ASX-listed buyer and also subject to approval by the ASX-listed buyer’s
shareholders.

The Directors are satisfied that as at 31 December 2010 the position regarding the Group's
and the Company’s Peruvian assets falls within the scope of IFRS 5 and that the assets
should be held for sale at the ahove carrying values, being a reasonable approximation of
fair value in the above circumstances.
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19. Trade and other receivables

Group Company
2010 2009 2010 2009
£000 £000 £000 £:000
Amounts owed by Group undertakings - - - 353
Amounts owed by joint venture 88 104 88 -
Recoverable VAT - 29 - -
Other receivables 137 38 131 28
Prepayments and accrued income 1 4 - -
Total trade and other receivables 226 175 219 381

The amounts invested in subsidiary companies have been reclassified as part of investment.

Trade and other receivables are all due within one year. The fair value of all receivables is

the same as their carrying values.

All trade and other receivables are denominated in Pound Sterling. The maximum exposure
to credit risk at the reporting date s the carrying value of each class of receivable mentioned

above. The Group does not hold any collateral as security.

stated above.The carrying values are considered to be a reasonable approximation of fair

value and are considered recoverable within one year by the directors.

The carrying amounts of the Group's trade and other receivables are denominated in the

following currencies:

UK Pounds
Eurcs

UsS Dollars
Bulgarian Leva

20. Non-current liabilities - Deferred Income

Group Company
2010 2009 2010 2009
£000 £000 £'000 £'000
DPeferred income from non- -
returnable grant 1 245 -
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21. Convertible Loans

On 5 Aprit 2010 the Company enterad into Loan Agreements in respect of £180,000 of borrowings
with finance charges of £540,000.

Under the terms of the Loan Agreements, the L.oans could be converted at the lenders’ options into
new ordinary shares of the Company at nominal value, at any {ime from 5 April 2010 until maturity at
30 September 2010. The values of the liability component and equily conversion component were
determined at the date of the issue of the Loan Agreements.

The fair value of the liability component was calcufated using an interest rate at which the Company
would be able to obtain a similar loan without the option fo convert.

The Loan Agreements were interesi-bearing from 30 September 2010 at a rate of 1% over the base
rate of the Royal bank of Scotland Plc. The interest charge for the year was £2,714.

As at the date of maturity year end the lenders had exercised their options to convert the finance
charges component of their loans into a combination of ordinary shares of the Company at the
nominal price of 5p per share and shares the Company held in Iberian Gold Pc at a price of 2.5p per
share, and the Company allotied those shares to the lenders. The lenders also agreed to convert the
principal amount due to settlement in cash.

Under the above loan agreements interest has been accrued from 30 September 2010, however
subsequent to the year end the lenders agreed to waive their entitiements to interest arising from that
date and an adjustment will be made in the Group's following financial statements.
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21. Convertible Loans (continued)

The balance of the converiible loans is calculated as follows:

Group Company
Note 2010 2009 2010 2009
£'000 £000 £000 £'000
Principal amount of Convertible :
Loan Agreements 16 180 - 180 -
Re-allocation of deemed equity
component 31 - 3 -
Liability component upon initial
recognition 211 - 21 -
Finance charges in year g 544 - 544 -
Conversion of loan liabilities
into shares in the Company 24 (300) - {300) -
Conversion of loan liabilities
into shares of lberian Gold Plc
16.3 (240) - {240) -
De-recoghition of initial equity
component upon conversion of
liabilities into shares (31) - (31) -
Liability component at 31
December 2010 184 - 184 -
Being:
Current Liability 184 - 184 -
Non-current Liabilities - - - -
184 - 184 -

The carrying value of the convertible loan is presumed to be the fair value at the Balance Sheet date.

22. Borrowings - Other

During 2010 the Company entered into Loan Agreements totalling £57,500 with interest payable at 1%
over the Royal Bank of Scotland Plc base rate and which were payable within one year. £20,000 of
these liabilities wase settied by the issue of Company shares.

Group Company

Note 2010 2009 2010 2009

£000 £'000 £000 £000

At 1 January - - - -

Loans received 58 - 58 -

Finance charges 9 1 - 1 -
Conversion of loan liabilities

into shares in the Company 24 (20) - {20) -

At 31 December 39 - 39 -
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23. Trade and other payables

Current liabilities:
Group Company

2010 2009 2010 2009

£000 £000 £000 £000

Trade and other payables 253 171 214 175
Social security and other taxes 32 56 31 32
Accruals and deferred income 383 283 383 208
Total trade and other payables 668 510 628 415

The carrying values are considered to be a reasonable approximation of fair value and are
considered by the directors as payable within one year,

The Company has made the following setilements of trade and other payables by non-cash
conslderation:

Group Company

Note 2010 2009 2010 2009
£'600 £000 £000 £'000

By allotment of shares in the
Company 24 128 - 128 30

By allotment of shares in

Iberian Gold Plc 16.3 6 - 6 -
134 - 134 30
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24, Share capital

During 2010 the shares in issue were consolidated from 1p each to 5p each. In the following
information 1p share numbers have been re-stated as at 5p share numbers.

2010 2009
£000 £000
Authorised
100,000,000 ordinary shares of 5p each ' 5,000 5,000
Allotted, called up and fully paid:
88,003,189 ordinary shares of 5p each
(2009: 73,873,141 ordinary shares of 5p each) 4,396 3,844
Allotments during the year:
Note 2010 2009
Shares £ Shares £
At 1 January 76,873,141 3,843,657 73,873,141 3,693,656
Adjustment to prior year {60,000) - - -
Issued for cash 1,080,048 44,501 1,200,000 60,000
Issued for non-cash:
- Settlement of trade and other
payables 23 2,550,000 127,500 600,000 30,000
- Settiement of liability arising from
December 2009 share placing 9 1,200,000 60,000 - 60,000
- Settlement of liabilities under
Convertible Loans 21 6,000,000 300,000 - -
- Settlement of liabilities under
Other Barrowings 22 400,000 20,000 - -
10,150,000 507,500 1,800,000 90,000
At 31 December 88,053,189 4,395,658 76,873,141 3,843,656

25, Shares to be issued

The following subscriptions for shares were received during the year and the shares were issued and

allotied after the year end:
2010
Shares

Subscribed for cash 648,012 324

29

2009

£ Shares
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26. Share options and warrants

Share options and warrants outstanding and exercisable at the end of the year have the following
expiry dates and exercise prices:

Shares
Exercise price
Expiry date in £ per share 2010 2009
31-Dec-11 0.15 825,000 825,000
31-Dec-11 0.25 1,100,000 1,100,000
31-Dec-11 0.35 1,375,000 1,375,000
11-Dec-12 1.00 3,300,000 3,300,000

6,600,000 6,600,000

The options and warrants are exercisable starting immediately from the date of grant and lapse on the
above dates. The weighted average life of the options and warrants as at 31 December 2010 is 14.8
months (31 December 2009: 26.8 months). Neither the Company or Group has any legal or
constructive cbligation {o settle or repurchase the options or warrants in cash.

The fair value of the share options and warrants was determined using the Black Scholes valuation
model. The fair value calculated was immaterial and has therefore not been recognised in the
Financial Statements. The parameters used are detailed below:

2008 2008 2008 2008
Options Options Options Warrants

15p - 25p 35p 100p
Granted on: 01-Aug-08 01-Aug-08 01-Aug-08 12-Dec-08
Life (years) 3.8 3.8 3.8 4.0
Risk free rate 2.31% 2.31% 2.31% 2.31%
Expected volatility 30% 30% 30% 30%
Expected dividend vyield - - - -
Marketability discount 75% 75% 75% 75%

Total fair value (£000) - - - -

The expected volatility for the options and warrants is due to the shares not being quoted on any
investment exchange.

The risk free rate of return is based on zero yield government bonds for a term consistent with the
aption life.
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26. Share options and warrants (continued)

Reconciliation of options:

2010 2009

Woeighted Weighted

average average

exercise exercise

Number price (£) Number price {£)

Outstanding as at 1 January 3,300,000 0.27 3,300,000 0.27

Granted - - - -

Exercised - - - -

Expired - - - -

Outstanding as at 31 December 3,300,000 0.27 3,300,000 0.27

Exercisable at 31 December 3,300,000 0.27 3,300,000 0.27

2010 2009

Weighted Weighted Weighted  Weighted
Range average average average average
of Weighted remaining remaining Weighted remaining  remaining
exercise  average life life average life life
prices exercise Number expected contracted exercise Number expected contracted
(£) price (£) of shares (years) (yvears) price (£) of shares {years) (years)
0.15 0.15 825,000 1.00 1.00 0.15 825,000 2.00 2.00
0.25 0.25 1,100,000 1.00 1.00 0.25 1,100,000 2.00 2,00
0.35 0.35 1,375,000 1.00 1.00 0.35 1,375,000 2.00 2.00

No options were exercised during the period. The iotal fair value charged {o the statement of
comprehensive income for the year endsd 31 December 2010 was £nil {2009: £nil).
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27. Net cash outflow from operating activities

Loss before taxation from
continuing operations

Loss before taxation from
discontinued operations
Depreciation

(Gain) loss on disposals
Decrease (increase) in debtors
Transfer of Hereward debtor to

" investment

Increase in trade and other
payables

Settlement of convertible loan
liabilities by allotment of Company
shares

Other finance charges
Setttement of convertible loan
liabilities by disposat of available-
for-sale financial assets

Foreign exchange movements

Share of {oss in associate

Impairment

Loss in respect of loss of control
in subsidiary

Net cash inflow (outflow) from
operating activities

Note

11

Of 21/ 24
9
21

6

15

Group Company

2010 2009 2010 2009

£000 £000  £000  £000

(419) (913) (781) (621)

(2 - - -

7 6 1 3

(894) 8 (359) -

(20) 104 (141} 4,451

- - (250) -

159 868 208 11
300 300

4 ) 4 i
240 240

46 (5133 (92) :

142 - 142 -

- 139 - -

- 317 - -

(437) 16 (518) 3,844
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28. Capital commitments

The Company had no capital commitments at 31 December 2009 or 31 December 2010.
29. Contingent liabilities
In 2010 the Company decided to dispose of its Spanish subsidiary and the board resolved to
award bonuses to directors conditional upon the value of the consideration received. The
disposal was subsequently completed upon terms which the Company is in the process of
determining whether the bonus conditions have been met.
30. Contingent assets
Company and Group
During 2008 the Company had a prepayment agreement in relation to its gold mine in
Colombia, which is in production, foreclosed by its finance provider. This resulted in the loss
of the Company’s subsidiaries in Panama and Colombia which held both the gold mine and
various other interests in Colombia, and the writing off of the corresponding borrowing by the
Company in relation to that prepayment agreement. The circumstances of the foreclosure

. and the loss of the subsidiaries are under investigation. The directors believe the

investigation will indicate a net recovery but this can not be ascertained without incurring
costs.

Company

Under the terms of the agreement for the acquisition of Hereward Ventures Bulgaria EAD
(HVB) from Hereward Ventures Plc, the Company acquired the right to receive the inter-
company loans due from HVB to Hereward Ventures Plc. These loans total approximately
£2.2m but as it is uncertain as to when HVB will be in a position to repay these debts the
loans have not been recognised as an asset in these financial statements. The funds will be
recognised in the profit and loss account as and then they are received.

31. Operating lease commitments
The Group did not have any lease commitments at the year end.
32. Related party transactions

The Group has taken advantage of the exemption to exclude intra-group transactions as
permitted under IFRS.

The Company has the following related parties:

Euroventure, a company controlled by M Burton, who is a director of the Company.

MBS Consultants, a company controlled by M Slater, who was a director of the Company.
Caracal Cambridge Bulgaria EAD was a joint venture interest of the Company.

During the year the following services have been provided to the Company and Group:
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32. Related party transactions {continued)
Euroventure £52,500 (2009 £52,500) for financial salaries (Company and Group}.
MBS Consuliants £60,000 (2009 £20,925) for directors fees (Company and Group).
Atthe year end there were the followinglliabiiilies outstanding:
Euroventure £25,092 {2009 nil) (Company and Group}.
MBS Consultants £48,166 (2009 £15,252) {Company and Group).
The Company and Group were owed the following:
Caracal Cambridge Bulgaria EAD £92,674 (2009 £92,000).
33. Post Balance Sheet events
Disposal of Spanish interests

In May 2010 the Company sold its investment in its Spanish subsidiary Recursos Metalicos
SL to Harrogate Group Plc, which was subsequently renamed Ibetian Gold Plc (“Iberian™), for
a total consideration of up 10 280,000,000 ordinary 1p shares of therian, held in the form of
renounceabls letters of alloiment, representing an economic interest in tberian at that time of
approximately 80%. Under the sale agreement Iberian had an obligation to use its
reasonable endeavours 10 achieve a listing on a recognised invesiment exchange by 31
March 2012 and to achieve a share price upon listing of 10p per share.

in April 2011 the board of Iberian resigned and were replaced by members of the board of the
Company, thereby placing Iberian under the operational control of the Company.

In Decernber 2011 the members of the board of the Company who were also members of the
board of Ibertan ceased to be members of the board of the Company, and therefore Iberian
ceased o be under the operational conirol of the Company and therefore Iherlan reverted
back to an associate of the Company.

In January 2012 the Company agreed to reduce its maximum permitted shareholding in

Iberian from 48% to 29.9% and to extend Iberian’s long-stop listing date to 30 November
2012.
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33. Post Balance Sheet events (continued)
Disposal of Peruvian interests

In December 2010 the Company entered into a sale agreement with Gold Mines of Peru Lid
(“GMP™), for the disposal of the Company’s Peruvian interests, being its subsidiaries Minera

- Peru Gold SAC and Compania Minera Sucre SAC, which together hald the Patacancha
group of mining concessions in southern Peru.

Under the sale agreement, the total consideration to be received by the Company was
approximately US$2,300,000 to be settled by a combination of cash and shares, and was
conditional upon GMP achieving a listing on the Ausiralian Securities Exchange ("ASX") by
31 March 2011. The consideration was also subject to a stipulation by the ASX of a one year
lock-in on the shares to be received by the Company and also subject to the market price of
the shares following completion of the lock-in period.

In February 2011 GMP submitted an application for admission to the ASX but withdrew its
application due to adverse market conditions. GMP then arranged with the Company an
extension to its timetable whilst it sought a sale of GMP to a listed company.

By May 2011 GMP had paid the Company US$680,000 and also paid certain operational
costs in Peru of approximately US$100,000, leaving a balance due to the Company under
the original agreement of US$1,522,000.

GMP is currently in the process of disposing of all of its interests to a company listed on the
ASX and has arranged a revised agreement with the Company, whereby the balance due to
the Company will be settled by a combination of cash and shares with a current value of
approximately US$720,000. The revised agreement provides for completion of the sale by
the issuance to the Company of shares by the ASX-listed company and those shares will not
be subject to a lock-in. The end-buyer has recenily completed its due-diligence on the
Peruvian interests and has agreed to complete ihe ransaction subject to approval by its
shareholders at a meeting to be held in the near future.

Pending full completion of the transaction the Company retains a legal charge over the
shares of Minera Peru Gold SAC and Compania Minera Sucre SAC.

Bulgarian Joint-Venture

in December 2010 the Company's joint venture pariner in Bulgaria, Electrum Gold Ltd,
having completed the earn-in expenditures required under the Joint Venture Agreement,
exercised [ts option to acquire 80% of the joint-venture company.

In March 2011 the Company exercised its option to convert its 20% interest in the joint
venture to a 10% Net Profit Share in the joint venture.

Share issues
Subsequent to the year end the following share transactions took place:

In February 2011 40,257 ordinary shares of 5p each were issued at a price of 5p pursuant to
a Rights Offer,

In February 2011 45,000 ordinary shares of 5p each were issued at a price of 10p pursuant
to an exercise of warrants.

Between February and September 2011 11,845,343 ordinary shares of 5p each were issued at a

price of 5p.
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