Paragon Resources PLC
(“Paragon” or the “Company”)
(AIM: PAR; ISDX: PA)
Final Results for the 17 Month Period to 31 May 2013
& Appointment of Director

30 July 2013

Final Results

The Boardof Paragon is pleased to announce its final results for the 17 month period to 31 May 2013. These can be f
i n full bel ow. The Company’ s A n published o R e ptolret s C canmpda n A
WwWw.paragonresources.conin accordance with its article§ association, and can be downloaded by shareholders.

Appointment of Director

Further to the announcements of 15 May and 21 June 2@a&hiel CassianSilvawas appointed a director of the
Company on 29 July 201Ble will be a norexecutive director.

Information Under Schedule 2 of the AIM Rules

Daniel Lawrence Cassiadva, aged 35

Current Directorships Directorships held in past five years
Speciality Minerals Corporation Limited HAMC Minerals Limited
Highland African Mining Company Limited HAMC Investments Limited

African Speciality Minerals Holding Limited
HAMC Project Services (PTY) Limited
Highland African Mining Company Limitada

Mr Cassianesilva owns 18,75Raragor0.05p ordinary shares.

For further information, please contact:

Paragon Resources plc Allenby Capital Limited

Simon Hunt (Nominated Adviser and Broker)
(Chairman) Nick Harriss/Jeremy Porter/James Reeve
+44 773337755 +44 20 3328 5656

Www.paragonresources.com www.allenbycapital.com



http://www.paragon-resources.com/
http://www.paragon-resources.com/
http://www.allenbycapital.com/

Chairman’s statement

Dear Shareholder,

| joined the Board oParagon as independent naxecutive chairman on 10 September 2012 at a challenging time for the Group. The Group h
significant assets in its resources and a Lender and Shareholder who believed in the Group and its prospects. It aignifiaaat miestones,
particularly regarding the production ramyp of the new Marropino process plant, the success of which would determine the future viability of th
Group as a producer of J@ concentrate.

The Group was principally funded during 2012 and e20ly3 by loans provided by Richmond, with such loans being encapsulated in the Secur
Loan Facility entered into on 22 November 2012. This was a lending facility of last resort, with very onerous terms hijptowitied the funding
that was assessedagrc essary based on management ' s -yplofopestioastat Marmopirto, ptovida &indingfor ¢
the Group’s operations in the DRC and also the initi alloaufatiethe pn
Company would undoubtedly have been wound up in the latter part of 2012.

The challenge of the production ranyp at Marropino proved to be an insurmountable obstacle. In January and early February 2013 the operatio
management completed an uptk to its forecast production for }@s; concentrate during 2013, following very low production of@sconcentrate

in December 2012 and January 2013. This update showed that, due to the mining path for the Marropino pit, the grade efatralaile fo
processing would be significantly lower than was previously budgeted. Further, continuing difficulties were being exparni¢meamdmpletion of

the remedial work on the new process plant. The combination of these factors led the Group to Defaulthenttems of the Secured Loan Facility
due to the fact that, on a forecast basis, the Group would need access to more funding than was available under the Gatdiaedity. Despite
significant effort to renegotiate the terms of the Secured Loanifgaiith the Lender, Default was enforced on HAMCM (the borrower under the
Secured Loan Facility) and the Group lost control of ig©f@perations with effect from 22 March 2013. The disposal process of HAMCM under th
terms of the Secured Loan Facilitgs completed at the end of June 2013, with no additional funds due to, or from, the Group.

Foll owing the enforcement of HAMCM s Defaul't and i n or deeattlenferd r
Agreement with, amongst ottre Richmond and HAMCM on 10 April 2013. This provided for a final separation of Paragon and its remair
subsidiaries from Richmond and HAMCM and allowed Paragon to regain control of its bank accounts, without which the Conigdravevbeen
wound up immediately.

The Board then faced the difficult decision of either winding up the Company and discharging its obligations to its ¢redit@ssavailable cash
resources, or attempting to implement a new strategy which may provide a return to existmg 8hhol ders i n the futu
review, it concluded that the best prospects for the Company were to adopt a new Investing Policy focused on the agsedtarreBhareholders
provided the necessary approval at the 2013 EGM for suchwapwdicy, along with the necessary authorities for the Company to raise additiona
funding through the issue of new Ordinary Shares. The cPL&wasalsoo f
approved at this EGM.

I am now woking on various matters to make the Company suitable for future investment in Ordinary Shares which will be necessary for
Company to implement its Investing Policy. We have overcome many hurdles already, but the major challenge we face toddgirisrébeases
from certainlongterm T&% concentrate supply contracts which remained with th
will obtain releases from these contracts on acceptable terms. There can however be no guaranige thiditbe successful, and if we are not, | can
see no realistic alternative other than to wind the Company up.

If we are successful in obtaining the releases from thgdd aoncentrate supply contracts, | believe we will be able to raise additionairfgridr
working capital purposes and to allow us to commence implementing our Investing Policy. We have a strong and experieteeithBdrs in the
agricultural sector and Africa in general, where we are in the early stages of assessing potejetiss$ jpral investments.

This is a challenging time for the Company but where | believe there is great potential once we have overcome the haligles.we are working
towards a new Company which will develop into a major player in the agriculturt@rsétope this will provide some reward to our Shareholders
who have endured the difficulties of the past years.

S Hunt
Executive Chairman



Directors’ report

The Directors present their annual report on the affairs of the Group, together with the financial statements for the severmeth period ended
31 May 2013 and the auditor’s report thereon.

Except where otherwise noted, amounts are presented in this Dire
Terms used in this report are defined in the section of this rep
1. LISTING DETAILS

Paragon Resources PLC (formerly Noventa Limited) is a Jersey company with Ordinary Shares quoted on the AIM Marketdoh tBéotlon
Exchange under symbol PAR (formerly NVTA) and on the ISDX Growth Market operated by ICAP Securities & Derivatigdsiriixetianyler
symbol PA.P (formerly NV). The Company’s Ordinary Shar ens23®écenberw e
2010 and 8 March 2012 when the Company completed a voluntafly des t i n g . On t hee sTiSgKn a tNeodv eFha rae i hgand
Company’'s CRPS traded on | SDX.

2. CHANGE IN FINANCIAL YEAR END

As permitted by Jersey Law and the AIM Rules, the Company changed its financial year end from 31 December to 31 May fritin &teMay
2013.

3. PRINCIPAL ACTIVITIES AND INVESTING POLICY

As at the date of this report, the Company is an | nv eholdersagtheQ0olfp ¢
EGM is as follows:

Ly @SaidAay3a t2ftAade

The Directors intend initially to seek to acquire a direct and/or an indirect interest in projects and assets in theuagrisedtor.
However they will consider opportunities in the wider natural resources sector where these are ancillary or conginterthe
agricultural projects or assets that the Company may acquire in the future. The Company will focus on opportunities améfric
Asia but will also consider, on a limited basis, possible opportunities anywhere in the world.

The Company mawvest by way of purchasing quoted or unquoted shares in appropriate companies, outright acquisition or by the
acquisition of assets, including the intellectual property, of a relevant business, or by entering into partnerships eerting
arrangementsor by providing loan funding. Such investments may result in the Company acquiring the whole or part of a company
or project (which in the case of an investment in a company may be private or listed on a stock exchange, and which eay be pr
revenue), andsuch investments may constitute a minority stake in the company or project in question. The Company will not have
an external investment manager, and investment decisions will be made by the Directors after receiving appropriate pabfession
advice.

TheCompany may be both an active and a passive investor depending on the nature of the individual investments. Although the
Company intends to be a medium to letegm investor, the Directors will place no minimum or maximum limit on the length of
time thatany investment may be held and therefore shorter term disposal of any investments cannot be ruled out.

There wild.l be no Iimit on the number of projects i ntobewhich t
invested in a number gfropositions or in just one investment, which may be deemed to be a reverse takeover pursuant to Rule 14

of the AIM Rules. The Company will carry out an appropriate due diligence exercise on all potential investments and, where
appropriate, with professio a | advisers assisting as required. The Board’s p
Shareholders.

Investments may be in all types of assets and there will be no investment restrictions within the overall policy.

The Company will requd additional funding as investments are made and new opportunities arise. The Directors may offer new
Ordinary Shares by way of <consideration as wel!l as cash, t he
capital. The Company may @ppropriate circumstances, issue debt securities or otherwise borrow money to complete an
investment. The Directors do not intend to acquire any ciuslgings in other corporate entities that have an interest in the
Ordinary Shares.”

The Company becan an | nvesting Company on 25 March 2013 following the
resulted in the Company and Group ceasing to be involved in @ Operations, its former principal activity.



4, BUSINESS AND FINANCIAL REVIEW
4.1. OVERVIEW

The seventeen month period ended 31 May 2013 was a very challenging period for the Company and Group during which| ééfspitebaing
made, the Group proved unable to ramp up production from the Marropino Mine. The productiatfadlsoagainst plan, both actual and forecast,
eventually |l ed to the (Opepasi tossownf22oMaroh »20183ts8oMlhowi ng t he
a last recourse secured lending facility provided to the Group by Richmond on 22 November 2012. The Company is howngnClongxstiny
focussed on the agricultural e®r and has no further involvement with, or economic interest in, theOf ®perations. In the immediate term, the
Company and Group are working to resolve certain legacy matters related to g @perations in order to make the Company suitable for
additional investment to implement the Investing Policy.

4.2, THE TA,05 OPERATIONS

On 4 May 2012 the Group commenced the full commissioning of its new processing plant at the Marropino Mine in Mozdrhbige: plant was
initially expected to be fully commissioned during the latter part of 2011. Delays in the construction originating fraraligntéhe time it took the
Company to obtain necessary funding during 2011, industry procurement delays m/Afdot during the summer of 2011 and the effects of Cyclone
Funso in January and February 2012 postponed the final commissioning to MayTR@liditial ore processing through the wet and dry processing
elements identified certain issues, mainly involyiflow control in the water and slurry circuits. These initial problems were rectified during the firs
half of June and ore was-etroduced into the plant from 19 June 2012, initially at approximately 60 tons per hour, building up to 100 tons per ho
by the end of June. Further issues, principally related to design failings, remedial work on existing equipment anibimstafietv equipment were
subsequently identified which again limited the supply of ore to the plant. Work on the remediatioresé iksues was delayed due to funding
shortages as the Group finalised the terms of the SLF. The initial funds were drawn down under the SLF on 23 Novemhe:ittRO Graup re
commenced the Marropino plant raragp from that date. The revised ramyp profile, reflecting the delay in receipt of new funding under the SLF,
was included in the budget which formed the basis of the new monies to be made available under theo@LdtioR volumes for December 2012
and January 2013 were, however, significantliolethis plan, reflecting a combination of factors including, but not limited to:

1. unreliable electricity supply;

2. adverse weather conditions experienced in the rainy season;

3. new customs regulations which delayed the import of goods and equipment into Maugasmand consequently the delivery of necessary
materials to the Marropino Mine;

4. the relatively low recovery rates in the new plant;

5. frequent shutdowns of the new and old processing plants at Marropino while the remedial work was carried out; and

6. therelatively low grade of ore available for processing in these months.

Further and due to the above, while some progress was being made, the remedial work necessary to improve production riewnpiteeessing
plant continued to be behind schedule. Thexdaination of these factors led operational management to update its previous production forecast fo
2013 which, in the short term, showed a significant decrease in production volumes. The Board reviewed the factors |dzelimyised production
assessient and the options available to the Group. Of critical importance in the forecast in the short to medium term was aelectea®re grade
available to be mined from the Marropino pit. This lower ore grade forecast resulted from the internally upatéty plan, which was
subsequently independently verified. Under this updated mining plan, the average ore grade that would be available fsingraltesg 2013 was
lower (at 180 ppm) than the average for the Marropino pit resources (which is 223, @mthe basis that the Group could only process ore at this
lower grade from Marropino, the maximum monthly output of the new processing plant, assuming all other factors remainedwvegldibe
restricted to approximately 40,000 Ibs contained.@aper month. When combined with the existing production shortfalls arising in December 2012
and January 2013, and the continued difficulties experienced by the Group in achieving any sustained increased outpet fiesm glant, this
monthly production level wold be insufficient to meet the financial covenant tests under the SLF and would further result in an additional short
medium term funding requirement for the GroupUnder the terms of the SLHAMCM was requiredo deliver to the Lender a certificatef
compliance (the ‘Certificate’) on a monthly basis t oingawihablefundingt h
under the SLF. Due to the factors noted above, HAMCM was unable to deliver the Certificate due on &6/ 2848 and accordingly entered
Default under the SLF.

The Board and Richmond worked extensively to negotiate a viable solution that would enable HAMCM to stay within the teen®&l8&f or for
those terms to be relaxed. After considerable effort sich solution was found and on 15 March 2013 the Lender served notice on HAMCM f
immediate repayment of the outstanding amounts under the SLF (which was approximately $55.0m including all penaltielsondiferaing the
security interests availablett. As a resul t of the enforcement of Defaul t, and the
outstanding repayment obligations under the Sihig, Group lost control of the HAMCM Group effective on midnight of the 22 March 2013, the dat
on which the Group ceased to be involved with theCgaoperations. The process of the disposal of the HAMCM Group was organised on behalf
Richmond (actingniits capacity as Security Trustee) by Euro Pacific Canada Inc., a full service IIROC registered brokerage headquacteied in T
Canada and specializing in foreign markets and securities. The disposal process was completed on 24 June 2013 \wiking ba&n made.

The TaOs Operations are presented as discontinued operations in the Group financial statements as required byNéR&Bent assets held for
sale and discontinued operatian¥he net loss from discontinued operations of $11,698,80 computed utilising the accounting records of the
HAMCM Group (which comprised the majority of theGsOperations), prepared on an IFRS basis until 22 March 2013, the date on which the Gro
lost control over the HAMCM Group. While the accountingrds for the HAMCM Group are available to the Group for the period during which it
controlled these companies, and the Board is satisfied that the records accurately reflect the results and cash flowsopittag®ns, the Group no
longer has access the underlying documents that support the transactions and balances recorded in the accounting records for the HAMCM Gr
Accordingly, while the Group is able to derive and present the results of the discontinued operations as required bthtFB&H,any ' s a u ¢
unable to access the underlying documents to perform their audit on the amounts reported for these operations. Their partliisraccordingly
qualified in respect of the discontinued operations.

4.3. THE SETTLEMENT AGREEMENT



Foll owing the enforcement of HAMCM' s Default wunder t hmnySp & attermph e
to identify a new investing policy which may provide some return in the future to existing Shareholdersti€@figmaconcern to the Board was the
security interest agreement that the Lender (Richmond) held over the bank accounts of the Company which, if not releddeaaweoprevented
the Company from continuing in operation. Accordingly the Board focussexfiids on negotiating terms with Richmond whereby this security
interest agreement would be released. On 10 April 2013, the Surviving Paragonsgnoeg theSettlement Agreement with Richmond, HAMCM and
each of HAMCM s subsi dliteemsgfwiichbwgreani es, the princip

1 all balances due to and from the Surviving Paragon Group and each of Richmond and the HAMCM Group were dischargethén full
payment from the Company to Richmond of $165,000 in cash and the assumption by the Company o&c®ntaits payable by HAMCM
amounting to approximately $22,000;

T any amounts due by SMC’ £scancestrate, ereourding fn aggredate ® appraximatelyo$176,008 (as at 31 May
2013), will, if recovered in cash, be due to Richmond;

1 Mr L Bechis, Mr F F Fernanelearres and Mr J L N de Barros resigned on 10 April 2013 from the Board of Directors of each company ir
Surviving Paragon Group without any further payments due to them from any of the Surviving Paragon Group companies;

M Paragon and HAMCJ were immediately released from the security interests held by the Lender over their bank accounts. ifthe se
interest over the bank accounts of SMC will be released at a date no later than 8 August 2013;

1 save in the event of fraud, allaims that each party to the Settlement Agreement may have against the other parties were waived in full.

Following the Settlement Agreement, the Company had no further economic interest, or obligation, in respect of the HAM@MxGeptifor any
Exces Sale Amount which might have arisen from the disposal of the HAMCM Group under the terms of the security interest ag)gramieat to
the Lender under the terms of the SLF. The disposal process was completed on 24 June 2013 with no Excess Sale fortherGbup.

4.4, FUNDING DURING THE PERIOD
4.4.1. Loan funding

Funding for operations during the period was principally obtained from Richmond under three lending facilities, namebnttbd Bacility and the
SLF. Details on these lending facilities are provided in Bdte the financial statements. The total new money made available to the Group undel
these lending facilities during the period was $36,923,000. Following the Default and Settlement Agreement referreemabe of these facilities
are currently available to the Group.

4.4.2. Equity Finance Facility

The Group raised a further $718,000 before issue expenses through the issue of 38,000,000 new Ordinary Shares under 118eNEEMD2013.
After expensesthe@p any received net proceeds of approximately .$671, 000 f

The Company entered into the EFF with Darwin on 1 March 2013. Darwin is majority owned by funds managed by HendersorT Mol&fiF
agreement wih Darwin and Henderson Volantis provides the Company with a facility of up to £5 million which (subject to certain |stritbnes)

can be drawn down at any time until 28 February 2016. The amount that can be drawn at any time under the EFF iswdepemaeimber of
conditions as described more fully below and, based o,willelsignificantly r e
below the remaining available amount under the EFF.

The timing and floor subscriptioprice of any draw down is at the sole discretion of the Company. The Company is under no obligation to mak
draw down and may make drawdowns at its discretion, up to the total value of the EFF, by way of issuing subscriptioto iagiceis. Following
delivery of a subscription notice, Darwin will subscribe and the Company will allot to Darwin new Ordinary Shares. Tiptigsulpsive for any
Ordinary Shares to be subscribed by Darwin under a subscription notice will be the average of the thred/tweast Weighted Average Prices
(" VWAP”) of the Ordinary Shares over the 15 trading daegify infeach | c
subscription notice a minimum price below which Ordinary Shares will not be issuzahtan. The Company will have the right (with the consent of
Darwin) to modify that minimum price at any time during the relevant Pricing Period. The number of Ordinary Shares whielissizsd under any
individual subscription notice may be up to theMer of 25 per cent of the Company's issued share capital following completion of the relevar
subscription, or four times the average daily tradi ngngthe issuerétheo f
relevant subsdption notice. This may be reduced in certain circumstances, including where the minimum price is not maintained. The maxin
amount of a subscription notice may not exceed £500,000 without Darwin's permission. Darwin is entitled to a commissit;m Dpepcent of
amounts subscribed but may agree with the Company in lieu thereof for the subscription price for the Ordinary Sharesciounéedi by 5 per cent.
There is also an ovallotment facility available to the Company, under which the Companyan#yorise Darwin, at Darwin's discretion, to increase
the amount of the draw down by up to the aggregate undrawn amount under the EFF. Darwin may direct allotments undetalits B&ffent fund,
Henderson Volantis. Darwin and the Company may mutaalige at the end of the pricing period to a variation of subscription price. This may allov
for a larger subscription via any ovaltotment facility authorised by the Company.

The issuance of a subscription notice is conditional upon the satisfactioertin subscription notice conditions which have been agreed between
Darwin and the Company. Any subscription notice which the Company may issue will only be valid to the extent that itduassite shareholder
authority to issue the maximum numbef @rdinary Shares that Darwin may be required to subscribe under the relevant subscription notice.

Darwin and the Company may terminate the EFF agreement if certain conditions are not met.

In conjunction with the EFF, the Company entered into a warrgreaement with Darwin dated March 2013 tesubscribe for up to 1% of the issued
Ordinary Shares at that date (i.e. warrants over 1,196,589 Ordinary Shares), such warrants to be exercisable at 30%qteenawrarage VWAP



over the subsequent 5 trading g& (which was 2.0 GBp), subject to certain conditions, at any time prior to the expiry of 36 months from the date
the warrant agreement.

4.5, VOLUNTARY DELISTING FROM THE TSX

On 8 March 2012 the Company completed its voluntary delisting from the TSX cmitwvas listed from 23 December 2010. The Company listed on
the TSX to provide access to a broader investor base. The relatively small shareholder base and trading volumes on tipted SWtlcdhe
compliance costs and administrative responsibilitts imai nt ai ni ng the TSX |l isting compared to
were the principal factors leading to the voluntary delisting.

4.6. INVESTING COMPANY AND CURRENT DEVELOPMENTS

Foll owing the enforcemenhe SoFf on RANMNEM 2043 tieeCoraparly becama drelnvesting Company on AIM. T
Settlement Agreement provided the initial conditions to allow the Company to continue in existence by providing the Commpsatnicted access to

its cash balances. FollowingtBee t t | e ment Agreement and at the 2013 EGM, Sharehol
which are provided in sectioBof t hi s Directors’ report) f oc usckar mgstimgmanddiee Shareholders u
also provided the Directors with authorities to allot, free from fgmaption rights, up to 600,000,000 new Ordinary Shares and appravesl
organisation of the Company’ s s h3a2r2® the inpncial stdteménts)swhich cedueed tha par waluedoktkec
C o mp a n ynarg Sh@&esand permits the Company to issue new Ordinary Shares for cash (the Company previously having been unable to d
the market price of the Company’'s Ordinary Shares on Aledo Pasdon f &
Resources PLC from Noventa Limited (effective 20 JunewingtielaBpyovatod 1
the Company’'s new I nvesting Policy at that EGM.

Subsequent to the 2013 EGM, the Directorvéndocussed their efforts on discharging, or renegotiating the terms, of certain of the Company ar
Group’ s outstanding obligations. These efforts ar e n ehasdreguredttobotip r e
implemert the Investing Policy and provide funds for working capital purposes. The principal actions completed to the date pbthareq1) the
issue of 14,547,722 new Ordinary Shares to discharge outstanding liabilities with a carrying value of appyo$ih2&t€00 as at 31 May 2013,
therefore preserving the Company’s availabl e cash b aahyaoredace the l§vd )
of services provided where possible and to reduce the fees charged, wherepaigite compensating the supplier by the issue of warrants over
Ordinary Shares in the Company (refer to nd&3of the financial statements), and (3) the amenent to the terms and conditions of the CRPS on
24 July 2013 to permit the Company, at its absolute discretion, to redeem the outstanding CRPS and the related CRP®rDugtiethe issue of
new Ordinary Shares, such a redemption being anticipatedynodun early August 2013 .

The Company is also in advanced discussions wi t hOsdofcentra@ rsupplypconsracts u
under which the Group is no longer able to fulfil its obligations (refer to n8feand 4 to the financial statements and sectidho f t hi s Di
report). Without these releases, the Directors believe that the Company will be unable to raise the additional fundirds innéeaccordinglwill
cease to be a going concern. The Directors believe that the releases will be obtained before the end of August 2013vdridlerans acceptable to
the Company.

Subject to obtaining the releases from the long termCEacontracts noted above,andavi ng consul ted with the C
Directors believe that they will have a reasonable possibility of being able to raise the initial funding of approxin@tedp@gbeing approximately
£200,000) needed to support the working d@b requirements of the Group. As at the date of this report, the Directors are exploring certair
acquisition opportunities, albeit these are at an early stage and no terms have been agreed.

5. RISK ASSESSMENT

The following table summarises the principaks and uncertainties faced by the Group as at the date of this report, and the actions taken to mitiga
these risks:

Area: Description of risk: Examples of mitigating activities:

Ta,0; supply contracts 1 The Group, through SMC as the supplier and tt § The Directors are in advanced discussions with bo

Company as guarantor, has two long term,(ea customers to obtain releases from these suppl
concentrate supply contracts which it is no longe contracts and believe that it is possible that sucl
able to fulfil following the loss of control over the releases will be obtained in the necessary timeframe
Ta0s Operations and the limited financial resources While there @an be no guarantee that the Directors
available to the Group. As more fully described i will be successful in negotiating releases ol
notes4and3l, t he Group’'s cucs acceptable terms, it should be noted that the Groug
rights under the gowming laws of the contracts to has no assets other than those recognised in i
claim for damages suff audited balance sheet. Accordingly, while the
non-performance under the contracts. If such & customers have undisputedtlaims for damages
claim were made by either customer, the Compan under the contracts, any such claims would no
would in all likelihood become insolvent and neec result in a cash payment from the Group in excess
to be wound up. e Directors futher believe that the Group’'s available ¢
the Company needs to obtain releases from both ¢ date of this report, are approximately $123,000.

the TaOs supply contracts by the end oAugust

2013 for the Company to be able to continue in
operation utilising its available cash balances whil
providing sufficient time to raise additional funding



Availability of 1
Finance
Implementation of the T
Company’s Investing
Policy

)l
6. GOING CONCERN

The financi al

7. DIRECTORS

7.1. DIRECTORS IN OFFICE

(refer below) andto commence implementing its
Investing Policy. Accordingly, unless the Group ar
Company obtain releases from both contracts
before the end of August 2013, in all likelihood the
Company will cease to be a going concern. Furth
details are provided in not&.1 to the financial
statements.

In order br the Company to commence
implementing the Investing Policy and to provide
funds for working capital, it will require additional
funding. Subject to prevailing market conditions, the
Directors anticipate that the Company will look to
raise the funding itrequires through one or a
combination of a placing of Ordinary Shares, a
open offer to Shareholders and the EFF. The amou
of funding required will depend on the nature of the
investment opportunities  identified by the
Directors. Minimum funding of appkimately
$307,000 (being approximately £200,000) i
required for funding working capital for a period of
12 months from the date of this report. There car
be no guarantee that the Company will be
successful in raising the funding it requires.

Paragon became an Investing Company on 25 Mar
2013. The Company is under an obligation to mak
an acquisition, or acquisitions, which constitute ¢
reverse takeover under the AIM Rules or otherwise
to implement its Investing Policy within twelve
months d becoming an Investing Company (i.e. b
24 Mar c h 2014) , faili:
Ordinary Shares will be suspended from trading o
Al M. If the Company’ s
implemented within 18 months of it becoming an
Investing Company é. 24 September 2014) then
admi ssion of the Compa
trading on AIM would be cancelled.

There can be no guarantee that the Company will b
able to identify or agree suitable terms for future
acquisitions or projects. Accordingly, tleeis a risk
that the Company’s shar
trading or its admission to AIM may be cancelled.

statements ar e

prepared
certain related material uncertainties are provided in n8tdto the financial statements.

on a

The Co nBpadhgs esperience of operating in
the agricultural sector and in Africa in general wher:
the Board has commenced exploring potentia
investment opportunities. The Board believes, base
on consultation with its financial advisors, anc
subject to satisfatorily resolving the T#&s supply

contract discussions outlined above, that it is
reasonably possible that the financing will be
available on terms that are acceptable to the Group.

The Company’s Board has
the agricultural sector and in Africa in general. Th
Board has further commenced exploring teotial
acquisition opportunities and believes that suitable
investments may be made, subject to obtaining the
necessary funding, within the timeframe prescribec
by the AIM Rules.

goi ng c¢ o tugdd thenCorbpars angl .

The Directors who held office during the period and until the date of these accounts, including changes between 1 JaBuarg 284 date othis

report were:

Director

S D Hunt
F F FernandeZorres

J L N de Barros

D L Cassian8ilva
J N Allan
L Bechis

Position

Executive Chairmah
Chief Executive Officer

Chief Financial Officer

Non-Executive Director
NontExecutive Director

Non-ExecutiveDirectol®

Date of appointment / cessation of
office in the period 1 January 2012
to the date of this report
Appointed 10 September 2012
Resigned.0 April 2013

Appointed 6 August 2012, resigned
10 April 2013

Appointed 29 July 2013
Resigned 9 April 2012
Resigned 10 April 2013



| D Benning NonExecutive Director Resigned 31 January 2012

L G Berglund NonExecutive Director Resigned 19 March 2012
G Coltman NonExecutive Director Resigned 9 April 2012
T Eggers NonExecutive Director Resigned 31 July 2012
E J Martin NonExecutive Director Resigned 31 July 2012
D A Sheeran NonExecutive Director Appointed 6 August 2012

@

()

7.2.

Mr S D Hunt was appointed as a Director and {Earcutive Chairman of the Company on 10 September 2018ssiemed the position o
Executive Chairman on 10 April 2013.

Mr L Bechis was the Interim Ndfxecutive Chairman until 10 September 2012 when Mr S D Hunt assumed the position-Bxddative
Chairman. Mr L Bechis remained on the Board of the CompaayNoRExecutive Director until his resignation on 10 April 2013.

DIRECTORS’ INTERESTS

As at the date of this report, the interests of the Directors and their related entities in the Ordinary Shares of the Caragan

Ordinary Shares
held

D L CassianS8ilva 18,754

7.3.

DIRECTORS EMOLUMENTS

Details of the nature and amount of emoluments payable by the Group for the services of its Directors during the finandiarpeshown in the

table below.
Total 17 Total 12
months ended months ended
31 May 31 December
Directors fees Salaries Other benefits 2013 © 2011 ©
Us$000 USs$000 Us$000 Us$000 Us$000
S D Hunt? 98 - - 98 -
F F FernandeZorres - 314 76 390 162
E F Kohn T8 - - - - 390
P Lawless - - - - 229
J L N de Barrd¥® - 216 40 256 -
J N Allar® 5 - - 5 18
L Bechis 91 - - 91 7
| D Benning (3) - - (3) 13
L G Berglund 5 - - 5 14
K Chung - - - - 6
G Coltman 9 - - 9 36
T Eggers 11 - - 11 12
T Griffiths - - - - 21
L Heymant” - - - - 9
E J Martin 18 - - 18 29
D A Sheeran 15 - - 15 -
249 530 116 895 946

@

@
3
4)
©®)

(6)

The services of Mr S D Hunt as Chairman of the Company are provided under aflegppointment dated 31 August 2012 between tt
Company and Mr S D Hunt. Mr S D Hunt is entitled to receive an additional annual fee for his role as chairman of the fRemramcb:
Nomi nati on and the Audit and Ri skR&NMOmidadsx'e)s. oMr t$h eD Ckhunpta niy
if his monthly work on the affairs of the Company e xheA&RCsanc
R&NC Fees are invoiced by Cornerstone Capital Linaiteainpany controlled by Mr S D Hunt.

The services of Mr E F Kohn TD were provided by Barons Financial Services SA under a service agreement with the Company.

The services of Mr J N Allan were provided by Ekasure Limited under a service agnegimtiie Company.

The services of M L Heymann were provided by Hains Engineering Company Limited under a service agreement with the Company.
Mr J L N de Barros was appointed to the Board of the Company on 6 August 2012, having held thegba3itiehFinancial Officer since
September 2011. His emoluments for the financial period ended 31 December 2011 from his employment with the Company 0@e $¢
This table shows the cash equivalent value of amounts paid to Directors in eithemcyror Ordinary Shares in the Company
compensation for services rendered. It does not show the accounting value attributed to share options granted in theTperimdormation
is provided in aggregate in noi®to the financial statements.



7.4. DIRECTORS’ SHARE OPTIONS, WARRANTS AND BONUS SHARES

Aggregate emoluments disclosed above in the secti on eaodfoptions veadants Di
or bonus shares granted to or held by the Directors or their related entities.

No warrants or options wergranted to or exercised by the Directors in the current or preceding financial period nor did any bonus shares ve
Details of options, warrants and bonus shares for Directors and their related entities who served during the current fiesiociareas follows:

1 January Lapsed / 31 May Exercise price
Director 2012" terminated 2013? GBp Date from which exercisable Expiry date
F F Fernandez 50,000 - 50,000 27.4 February 2012 August 2018
Torres
50,000 - 50,000 27.4 August 2012 August 2018
50,000 - 50,000 27.4 February 2013 August 2018
50,000 (50,000) - 27.4 August 2013 August 2018
200,000 (50,000) 150,000
J L N de Barros 25,000 - 25,000 24.0 March 2012 September 2018
25,000 - 25,000 24.0 September 2012 September 2018
25,000 . 25,000 24.0 March 2013 September 2018
25,000 (25,000) R 24.0 September 2013 September 2018
100,000 (25,000) 75,000
J N Allar® 50,000 - 50,000 0.0 Share price to reach 300.0p on a : No expiry
day moving average
| Benning 24,280 - 24,280 27.4 Exercisable August 2018
G Berglund 24,280 - 24,280 27.4 Exercisable August 2018
K Chung 24,280 - 24,280 102.1 Exercisable September 2017
G Coltman 24,280 - 24,280 102.1 Exercisable January 2017
T Eggers 24,280 - 24,280 27.4 Exercisable August 2018
T J Griffiths 24,280 - 24,280 102.1 Exercisable January 2017
E J Martin 50,000 - 50,000 80.0 Exercisable October 2016
24,280 - 24,280 27.4 Exercisable August 2018
74,280 - 74,280
569,960 (75,000) 494,960

[©)]
@)
@)

Or date of appointment if later.
Or date of cessation of appointment, if earlier.
These instruments are held by Ekasure Limited, a company in which MiianNhas a beneficial interest

7.5. DIRECTORS’ INDEMNITIES

The Company has made qualifying third party indemnity provisions for the benefit of its Directors which remain in foeagast tf this report.
8. SUB-COMMITTEES OF THE BOARD

The Company had twsub-committees during the year:

- The Audit and Risk Committee
- The Remuneration and Nomination Committee

Each committee operates under a charter approved by the Board detailing their role, structure, responsibilities and menméguiteiments. Each
committee comprises a majority of Nelaxecutive Directors and is chaired by a Nowcutive Director. Other committees may be formed from time
to time to deal with specific matters.

The Audit and Risk Committee and the Remuneration and Nomination Comruiiteently comprise one Nekxecutive Director, Mr S D Hunt
(Chairman).

The membership of the sutommittees of the Board is incomplete following the changes in the composition of the Board after the enforcement
HAMCM' s Default u ntet éor thetsubeomniitteds .is uridér eeviewhaareflect the new focus of the Company and Group and it
reduced scale of operations.

9. SUBSTANTIAL SHAREHOLDINGS
To the best of the knowledge of the Directors and executive officers of the Company, excepbasisehe table below, there are no persons who,

as of 30 June 2013, are the direct or indirect beneficial owners of, or exercise control or direction over 3% or mof@rdindny Shares in issue of
the Company.



Number of

Ordinary Shares % Holding
T Allan® 15,962,380 9.27
J Allarf” 13,194,663 7.66
Highland African Ventures Limit&8 3,968,653 2.30
@ Includes 10,323,584 Ordinary Shares held by Apex Utilities Limited, a company in which Mr T Altzankésial interest.
@ These Ordinary Shares are held by Ekasure Limited, a company in which Mr J Allan has a beneficial interest.
@ Highland African Ventures Limited is owned by a trust whose trustee is Sanne Trust Company Limited and Mr Ris) étienoiinipe potential beneficiaries

As at the date of this report Sanne Trust Company Limited has a total interest, including thtigh¢gnd African Ventures Limited, a total of 5,660,443
Ordinary Shares (3.29% of the issued Ordinary Shares) the date of this report Mr R J Fleming has an interest, including thrbligfland African
Ventures Limitedin a total of 5,518,653 Ordinary Shares (3.20% of the issued Ordinary Shares).

10. DIVIDENDS

The Directors do not recommend the payment of a final dividend for the 17 month period ended 31 May 2013 (12 month pexib8lebécember
2011: $nil). No interim dividends were paid (12 month period ended 31 December 2011: $nil). Amounts are repiefthemcial statements for
net distributions to shareholders as more fully described in r28e3.6to the financial statements. These net distributions ariserfrthe accounting
treatment prescribed under IFRS and do not represent dividends as such term is defined under Jersey Law.

11. SUPPLIER PAYMENT POLICY

The Group’s policy is to settle terms of pay peasurethavsupplerssra maué dware of
the terms of payment and abide by the terms of payment. Trade creditors of the Group at 31 May 2013 were equivalentytos25 daf 210 1 :
December 2011 45 days’) pur chas ecedby$uppbeesdurirgithe year fFomacontnuirg@peratibiasi | 'y an

12. POLITICAL AND CHARITABLE CONTRIBUTIONS
The Company did not make any political or cash charitable contributions during the current or preceding financial period.
13. EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE

Details of events subsequent to the balance sheet date which are considered by the Directors to be material and reqsiveedischese financial
statements are provided in not&2 to the financial statements.

14. TRANSACTIONS WITH RELATED PARTIES

Transactions with related parties of the Company and Group are shown ir8@dbethe financial statements.

15. STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Directors are responsible for preparing the financial statements in accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the Directelscheddo prepare the
financial statements in accordance with IFRSs as adopted by the European Union. The financial statemegtsred by law to give a true and fair
view of the state of affairs of the Company and Group and of the profit or loss of the Company and Group for that period.

International Accounting Standard 1 requires that financial statements present fairlg ooc h  f i nanci al year the C
position, financial performance and cash flows. This requires the faithful representation of the effects of transadiiensyents and conditions in
accordance with the definitions and recognitioriteria for assets, liabilities, income and expenses set out in the International Accounting Standar
Board's Framework for the preparation and presentation of financial statenierits virtually all circumstances, a fair presentation will be achieved
by compliance with all applicable IFRSs. However, Directors are also required to:

- properly select and apply accounting policies;

- present information, including accounting policies, in a manner that provides relevant, reliable, comparable and undelstande
information;

- provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient tousaeblo
understand the impact of particular transactions, other events and conditions on the entity's financial position and ffinanc
performance; and

- make an assessment of the Company's ability to continue as a going concern.

The Directors are respoté for keeping proper accounting records that disclose with reasonable accuracy at any time the financial position of
Company and Group and enable them to ensure that the financial statements comply with the Companies (Jersey) Law 198de@sTdeyeare
also responsible for safeguarding the assets of the Company and Group and hence for taking reasonable steps for then prededdtection of
fraud and other irregularities.



The Directors are responsible for the maintenance and integrity of trpacate and financial information included on the Company's website.
Legislation in Jersey, the Channel Islands governing the preparation and dissemination of financial statements mayrditfgisfadion in other
jurisdictions.

16. INDEPENDENT AUDITOR AND STATEMENT OF PROVISION OF INFORMATION TO THE INDEPENDENT AUDITOR

Deloitte LLP have expressed their willingness to continue in office as independent auditor of the Company and a resoétgjgpaiat them will be
proposed at the forthcoming Annual Geral Meeting.

The Directors who held office at the date of appr othareis mfrelevant auslit D
information of which the Company’ s a utdeisteps that hesoughtdothavatakerras a Diractordko neakec

hi mself aware of any relevant audit information and to establish
17. ADDITIONAL INFORMATION
Addi tional information on the Compawyparaganesobreesdomund on t he Compan

= )
ST A :

S Hunt D Cassiano-Silva
Executive Chairman and Chairman of Non-Executive Director
the Audit and Risk Committee 29 July 2013

29 July 2013


http://www.paragon-resources.com/

Independent auditor’s report to the members of Paragon Resources PLC

We have audited the Group and Company financi al st at e ment Limited) torh e
the 17 month period ended 31 May 2013 which comprise the Consolidated and Company statements of profit amdl lodger comprehensive
income, the Consolidated and Company statements of financial position, the Consolidated and Company statements of cleapigs tine
Consolidated and Company cash flow statements and the related notest@. fthe financial reporting framework that has been applied in their
preparation is applicable law andnt er nat i on al Financi al R e p curdpéan gnioskt andards (‘1 FRS

This report is made solely to the Company’'s members, al991. aOurbaadit y ,
work has been undertaken so that we might esquaitree dt ot ot hset aGoemptaon yt' h
and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyonkastiiee Company and
the Company’s members as areporgarfor,theopnionswehaveformeéd. t wor k, for this

Respective responsibilities of Directors and auditor

As explained more fully in the Statement of Di r ect o responsibte s the n <
preparation d the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audjprasd an opinion

on the financial statements in accordance with applicable law and International Standards on Auditing (Ukaadyl IfFEhose standards require us
to comply with the Auditing Practices Board’'s Ethical Standards

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to givébieassusance that the
financial statements are free from material misstatement, whether caused by fraud or error. This inaiuaeseasment of: whether the accounting
policies are appropriate to the Group’s and the Companyclosd the r c
reasonableness of significant accounting estimates made by the Directorsharalérall presentation of the financial statemenbs.addition, we
read all the financial and nefinancial information in the annual report to identify material inconsistencies with the audited financial statements.
we become aware of any apparentterial misstatements or inconsistencies we consider the implications for our report.

Basis for qualified opinion on financial statements

The audit evidence available to us was limited due to restrictions placed on the scope of our work as a resulBafugh losing control of the
HAMCM Group on 22 March 2013, following HAMCM s Def aul tothefirhreial t
records or Management of the HAMCM Group during the course of the audit and hawddieebeen unable to obtain sufficient appropriate audit
evidence concerning the loss on discontinued operations of $11,698,000 and certain other related disclosures as desoté&8 in

Qualified opinion on financial statements
In our opinion, except for the possible effects of the matters described in the Basis for Qualified Opinion paragraph:

1 the financial statements give a true and fair view of the saté t he Group’'s and of the Company
Group’s | oss and the Company’s profit for the year then ende

1 the financial statements have been properly prepared in accordance with IFR8smsd by the European Unipand

1 thefinancial statements have been prepared in accordance with the requirements of the Companies (Jersey) Law 1991.

Emphases of matter - going concern and uncertain outcome of supply contract negotiations

In forming our opinion on the financial statementghich is not modified in this respect, we draw your attention to the disclosures made in note 3.:
to the financial statements in relation to going concern and to the disclosures made i83hdtend note42.3in relation to the uncertain outcome of
negotiations to obtain releases from certain,Casupply contracts.

A subsidiary of the Company is the counterparty to two long terrgOf aupply contracts and, following the Group losing control of the HAMCM
group on 22 March 2013, is no longer able to fulfil its obligations under these contracts. The Company has guaraneeeds ubsi di ar y’
respect of these contracts. The Directors are in dismgwussi omlsi gva tt
these contracts without requiring any net outflow of economic benefits. Elmv, if they are unable to do so and if the customers were to seek
damages from the Group for ngwerformance, the amounts involved could be highly material. The extent to which any claims are ultimately ma
against the Group and, if they are, the ultiteautcome of such claims cannot be reliably estimated, and consequently no provision for any liabili
that may result has been made in the Group or Company only financial statements.

Following the Group losing control of the HAMCM Group, the Compangamap do not have any revenue generating assets and its remaining cas
balances are insufficient to enable the Company and Group to continue in operation for the next twelve months. In afidiSonssions to obtain
releases from its obligations und#re TaOs supply contracts are unsuccessful, the Group is unlikely to have sufficient assets to satisfy any mate
claims that may be made. These conditions, along with other matters explained irBriote the financial statements, indicate the existence of a
materi al uncertainty which may cast significant doubt .oThe finaha@al C
statements danot include the adjustments that would result if the Company and Group were unable to continue as a going concern.



Matters on which we are required to report by exception
In respect solely of the limitations on our work relating to discontinapdrations referred to above:

1 we were unable to determine whether adequate accounting records have been kept;
1 we have not obtained all the information and explanations that we require for our audit; and
1 adequate returns for our audit have not been reeivfrom HAMCM group, which has not been visited by us.

We have nothing to report to you in connection with our duty to report to you if the financial statements are not in agreestiettie accounting
records and returns.

> T Gr

David Paterson

for and on behalf of Deloitte LLP

Chartered Accountants and Recognized Auditor
London, United Kingdom

29 July 2013



Consolidated statement of profit or loss and other comprehensive income

CONTINUING OPERATIONS

Administrative expenses

Impairment of property, plant and equipment
Loss on disposal of property, plant aeguipment
Operating loss

Net finance income / (expense)
Investment revenues

Finance costs

Loss before taxation

Taxation
Loss for the period from continuing operations

DISCONTINUED OPERATIONS

Loss for the period from discontinued operations

Loss for the period

OTHER COMPREHENSIVE (LOSS) / INCOME

Foreign currency translation (loss) / gain on foreign operations

TOTAL COMPREHENSIVE LOSS FOR THE FINANCIAL PERIOD

LOSS PER SHARE

Basic and diluted loss per share from continuing operations

Basic and diluted loss per share from continuing and discontinued operations

Note

11

12

13

14.2
14.1

17 month 12 month
period ended period ended
31 May 31 December
2013 2011
(represented-

note 13)
US$000 US$000
(2,520) (5,775)

- (22)

(4) -
(2,524) (5,797)
1,311 (3,581)
5,287 3,207
(3,976) (6,788)
(1,213) (9,378)
(1,213) (9,378)
(11,698) (45,350)
(12,911) (54,728)
(201) 4
(13,112) (54,724)
US cents US cents
(1.0) (16.4)
(10.3) (95.9)

Theloss for the current and preceding financial periods and total comprehensive loss are wholly attributable to equity Hdhllersaoentcompany.



Consolidated statement of financial position

31 May 31 December
2013 2011
Note Us$000 US$000
Non-current assets
Intangible assets 15 - -
Property, plant and equipment 16 - 7,212
Deferred tax asset 18 - -
Other receivables 20 - 1,809
- 9,021
Current assets
Inventories 19 - 2,282
Trade and other receivables 20 238 5,307
Cash and cash equivalents 28 191 7,873
429 15,462
Total assets 429 24,483
Current liabilities
Trade and other payables 21 340 6,920
Convertible redeemable preference share dividend 22 506 109
Current tax liabilities - 16
Shortterm provisions 25 41 575
Derivative financial liabilities 23 2 12
889 7,632
Net current (liabilities) / assets (460) 7,830
Non-current liabilities
Convertible redeemable preference share liability 22 3,759 3,501
Longterm provisions 25 - 281
3,759 3,782
Total liabilities 4,648 11,414
Net (liabilities) / assets (4,219) 13,069
Share capital 26 2,015 1,556
Share premium 121,715 121,483
Shares to be issued reserve 26 13 46
Convertible redeemable preference share reserve 22 617 617
Merger reserve 26 8,858 8,858
Translation reserve 26 - 13
Accumulated losses (137,437) (119,504)
(Deficit) / equity attributable to equity holders of the parent (4,219) 13,069

The financial statements of Paragon Resources feg&tered number 95036yere approved by the Board of Directors and authorised for issue on
29 July 2013. Signed on behalf of the Board of Directors by:

%/ n
W\/“ . -

S Hunt, Director D Cassiano-Silva, Director
Executive Chairman Non-Executive Director
29 July 2013 29 July 2013




Consolidated statement of changes in equity

Convertible

redeemable

Shares to be preference
Share Share issued share Merger Translation Retained Total
capital premium reserve reserve reserve reserve losses Equity
Notes USS$000 US$000 US$000 US$000 USS$S000 US$000 USS$000 USs$000
Balance at 1 January 2011 324 84,542 55 - 8,858 9 (70,530) 23,258
Total comprehensive inconigloss) for the period - - - - - 4 (54,728) (54,724)
Sharebased payments 10 517 (9) 480 998
Issue of share capital 974 30,800 - - - - - 31,774
Expenses incurred in issuing share capital - (2,446) - - - - - (2,446)
Issue of CRPS 22 - - - 1,804 - - - 1,804
Allocation of expenses incurred in issuing CRPS 22 - - - (110) - - - (110)
Redemption of CRPS 22 248 7,510 - (1,077) - - 5,274 11,955

Fair value of derivative warrants released on

exercise 23 - 560 - - - - - 560
Balance at 31 December 2011 1,556 121,483 46 617 8,858 13 (119,504) 13,069
Total comprehensive loss for the period - - - - - (201) (12,911) (13,112)
Sharebased payments - - (13) - - - 29 16
Issue of share capital 459 279 (20) - - - - 718
Expenses incurred in issuing share capital - (47) - - - - - (47)
Net capital distribution 26 - - - - - - (5,051) (5,051)
Recycled to loss from discontinued operations - - - - - 188 - 188
Balance at 31 May 2013 2,015 121,715 13 617 8,858 - (137,437) (4,219)




Consolidated cash flow statement

Cash flows from operating activities

Loss for the periofom continuing operations

Adjustments for:

Depreciation

Impairment of property, plant and equipment

Loss on disposal of property, plant and equipment

Share based payment expense

Foreign exchange loss

Finance costs

Investment revenues

Operating cash flows before movements in working capital and provisions
Decrease / (increase) in trade and other receivables

Decrease in trade and other payables and short term provisions
Net cash used in operating activities by continuing operations

Net cash used in operating activities by discontinued operations
Net cash used in operating activities

Cash flows from investing activities

Interest received

Proceeds from disposal of property, plant and equipment
Acquisition of property, plant and equipment

Net cash from investing activities by continuing operations

Net cash used in investing activities by discontinued operations

Net cash used in investing activities

Cash flow from financing activities

Proceeds from issue of new Ordinary Shares

Ordinary Share issuexpenses

Proceeds from issue of CRPS

CRPS issue expenses

Proceeds from new unsecured borrowings

Unsecured borrowings issue expenses

Repayment of unsecured borrowings

Interest paid

Net cash (outflow) / inflow from financing activities from continuing operations
Net cash inflow from financing activities from discontinued operations
Net cash inflow from financing activities

Net decrease in cash and cash equivalents

Effect of exchange rates on cash and cash equivalents including discontinued operations
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

17 month 12 month
period ended period ended
31 May 31 December
2013 2011
(represented-
note 13)
Us$000 US$000
(1,213) (9,378)
1 20
- 22
4 -
29 648
(68) 437
3,976 6,788
(5,287) (3,207)
(2,558) (4,670)
255 (233)
(355) (62)
(2,658) (4,965)
(17,707) (18,823)
(20,365) (23,788)
79 115
- 3
(5) (8)
74 110
(19,016) (31,952)
(18,942) (31,842)
718 32,220
(47) (2,446)
- 11,904
- (728)
24,640 -
(840) -
(24,640) -
(2,335) (490)
(2,504) 40,460
33,615 -
31,111 40,460
(8,196) (15,170)
514 (353)
7,873 23,396
191 7,873




Notes to the consolidated financial statements

1. GENERAL INFORMATION

Paragon Resources PLC (formerly Noventa Limited) is a company incorporated in Jersey, the Channel Islands under the(J&vagyariiass 1991,

as amended, with registered number 95036. Further details, including the address of the registered offigigear the section of this report
entitled ‘Company information and advisers’. The mattithree Dadfr ekh e
list of the significant investments in subsidiaries and associatgpaaies held directly and indirectly by the Company during the period and at the
period end, including the name, country of incorporation, operation and ownership interest is given iote

The financial statements have been prepared in accordance with IFRSs as adopted by the European Union as required Byldwakid/ithe ISDX
Rules.

The financial information is a consolidation of the Company and itsidiaties. These financial statements are presented in United States Dollar:
because that is the currency of the primary economic environment in which the Group operated for the periods presentégh dpemations are
included in accordance with the poiies set out in noté.

Effective from 31 May 2013, the Company and its subsidiaries at that date changed their financial year end from 31 Deciridayt Accordingly
these financial statements present the results and cash flows of the Company and Group for the seventeempenioot commencing 1 January
2012 and ending on 31 May 2013. The Company and Group’' s dendee8ledi
December 2011 from which the comparative information in these financial statements &&dr

2. ADOPTION OF NEW AND REVISED STANDARDS AND INTERPRETATIONS

In the current period, no new and revised Standards and Interpretations have been adopted that have affected the amoutets oepiisclosed in
these financial statements.

2.1 New Standards and Interpretations adopted with no significant effect on the financial statements

The following new and revised Standards and Interpretations have been adopted in these financial statements. Their adspimnhlad any
significant impact orthe amounts reported in these financial statements, but may impact the accounting for future transactions and arrangements

IAS 12 Amendment 2010 Deferred tax recovery of underlying assets
IFRS 7 Amendment 2010 Disclosures-transfers of financiahssets
2.2 New Standards and Interpretations in issue but not yet effective

At the date of authorisation of these financial statements, the following Standards and Interpretations are in issueymitaftgctive (and in some
cases had not yet been adoptdy the EU):

IAS 1 Amendment 2011 Presentation of items of other comprehensive income
IAS 19 Amendment 2011 Employee benefits
IAS 27 Amendment 2011 Separate financial statements
IAS 28 Amendment 2011 Investment in associates and joint ventures
1AS32 Amendment 2011 Offsetting financial assets and financial liabilities
IFRS 10, IFRS 12 and IAS 27 Amendment 2012 Investment entities
IFRS 1 Amendment 2012 Government loans
IFRS 7 Amendment 2011 Disclosures— offsetting financial assets and financi
liabilities
IFRS 9 New 2009, Amendment 2010 an Financial instruments
2011
IFRS 10 New 2011 Consolidated financial statements
IFRS 11 New 2011 Joint arrangements
IFRS 12 New 2011 Disclosure of interest in other entities
IFRS 13 New 2011 Fair valuemeasurement
IFRIC 20 New 2011 Stripping costs in the production phase of a surface mine
Improvements to IFRS Amendments 2012 Annual improvements to IFRSs 2220®11
The Directors do not anticipate that the adoption of these Standards and Interpretatiand | have a materi al i mp

statements in the period of initial application.



3. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared on a historical cost basis, except for certain financial instrumshtsaibadsed payments. Historical
cost is generally based on the fair value of the consideration given in exchange for the assets acquired. The princifiaggualizies adopted are
set out below in this note.

3.1 Going concern

As at the date of this repbthe Company and Group has available cash balances of approximately $123,000. Although the available cash balanc
sufficient for the immediate needs of the Company and Group, they are insufficient to enable the Company to continuetionofweraperiod of

t welve months from the date of this report or to f umeinainageingCancam,a n
the Company will need to access additional sources of funding which in all likelihood Wileittve issue of additional new Ordinary Shares through
one or a combination of a placing, an open offer or s aadiovesiméns )
opportunity will depend on a number of factors, inclagibut not limited to, the quality and experience of its management team, the nature of the
projects it identifies and the anticipated return available to Shareholders once existing obligations are dischargedlaltethisspect, it is
fundamental thatthe Company has no priority claims on the cash flows it may derive from its future projects other than for claims tHabm@rise
those future projects (e.g. trade and other payables) or from the funding of those projects (e.g. project specific |daer éurating). Accordingly,
and for the Company to be a viable Investing Company suitable for new equity investment, the Board believes that the @omplanyGr o u
potential cash obligations arising from its two long termQsconcentrate supply contractsust be extinguished through the mutual release of the
parties to those contracts from all past and future obligations. The Directors believe that the Company needs to obts@s feten both of the
Ta0s supply contracts by the end of August 2013 fbe tCompany to be able to continue in operation utilising its available cash balances whi
providing sufficient time to raise additional funding (refer below). As at the date of this report, the Directors are ntedidiscussions with both
counterparties to the long term T#s concentrate supply contracts, and the Directors believe that it is possible that these supply contracts will
terminated in the short term without any cash outflow from the Group or Company. There can however be no certainty thaniieng will obtain
releases from both of the long term X& concentrate supply contracts, or whether the terms of any such releases will be acceptable to tt
Company. If the Company is unable to obtain releases from either or both of the long te@mncbacentrate supplgontracts on acceptable terms,
the Directors will in all likelihood need to propose a resolution to the Shareholders for the winding up of the Compaey2@13hAGM. The
Directors acknowledge that there is therefore a material uncertainty over the Cojmpas abi | ity to obtain the n
contracts in the timeframe permitted by the Co mpQcopcengatesupply condrdcts e
and the potential cash exposure to the Compangrisvided in note31.1

Subject to the Company successfully obtaining releases from the long tefs dancentrate supply contracts, the Directors believe tharthis a
reasonable possibility that the Company will be able to access funding in the short term to allow the Company to coofeuation and permit

the Directors to identify appropriate investment opportunities leveraging off the considerable exgeriof the Board. The Directors, having
consulted with the Company’s financial advisers bel i lyg£200,0000 whichis h
expected to be required to permit the Company to continue in operatior a period up to twelve months from the date of this report will be
available under terms that are acceptable to the Company. There can however be no certainty that funding will be avaifablajlable, whether

the terms will be acceptabletoeh Company. The Directors acknowledge that there is
raise the necessary funding in the timeframe required.

As a result of the above factors, the Directors acknowledge that material unceesietists which may cast significant doubt on the Company and
the Group’'s ability to continue as a going c¢oncer mormaahcdurse of businessf o
Nevertheless after making enquiries, acohsidering the uncertainties described above, the Directors have a reasonable expectation that the Gro
and the Company have adequate resources to continue in operational existence for the foreseeable future. For these hegsomstinue to adopt

the going concern basis in preparing the annual report and financial statements

As a consequence of these material uncertainties the auditor has issued an audit report that is not modified but incledgghasis of matter
paragraph on going concern.

3.2 Basis of consolidation

The Consolidated financial statements incorporate the financial statements of the Company and entities controlled by theyGampubsidiaries)
made up to 31 May for periods commencing after 1 January 2012 and to 31 December for prior periods.i€acokhieied where the Company has
the power to govern the financial and operating policies of an investee entity so as to obtain benefits from its activities.

The results of subsidiaries incorporated or disposed in the year are included @orielidated statement of profit or loss from the effective date of
incorporation or up to the effective date of disposal, as appropriate. Where necessary, adjustments are made to the ftatecednts of
subsidiaries to bring the accounting policiesdsnto line with the IFRS compliant policies applied by the Group. Allgntp transactions,
balances, income and expenses are eliminated on consolidation.

Where the Group loses control of a subsidiary, the profit or loss on disposal is calcul#éteddifference between (i) the aggregate of the fair value
of the consideration received and the fair value of any retained interest and (ii) the previous carrying amount of théirmdseliag goodwill), less
liabilities of the subsidiary and any naontrolling interests at the date of loss of control. Amounts previously recognised in other comprehensiv
income in relation to the subsidiary are accounted for (i.e. reclassified to profit or loss or transferred directly tedetaimings) in the same
manner as would be required if the relevant assets or liabilities were disposed of. Details of subsidiaries incorpopaieed.des over which the
Company lost control in the period are provided in n8@



3.3 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents either (1) amountserémegadids provided in
the normal course of business, netaicounts, value added tax and other satelated taxes, or (2) interest income.

Al | of the Group’s revenue (other than for interest iscomtmueadnding tdee r
period ended 31 May 201Revenue was recognised when all of the following conditions were satisfied:

- the Group had transferred to the buyer the significant risks and rewards of ownership of the goods, being principalhy therimress the
material and derive profits or legs therefrom and the risk of loss through damage to the material;

- the Group retained neither continuing managerial involvement to the degree usually associated with ownership nor effettieover
the goods sold;

- the amount of revenue could bmeasured reliably;

- it was probable that the economic benefits associated with the transaction would flow to the Group; and

- the costs incurred or to be incurred in respect of the transaction could be measured reliably.

With respect to TaOs concentrate sads arising from discontinued operations, the above policy resulted in the recognition of revenue when@ge Ta
concentrate crossed ship rails on destination to t henefthermaCFR xl@ s t
basis as defined under INCOTERMS 2010. Both of these delivery terms transfer the risks and rewards of ownership ofttteetheoduger when

the product is loaded onto a maritime vessel on destination to the customer. The amount of revenue indtalgnised was based on an
independent third party preshipment assay which established the weight and concentration of th&T@aoncentr ate shipp
customers were entitled to perform a post shipment assay when the product arrived at itinatem. Generally the final amount payable to the
Group was determined based on an average of the pre and post shipment assay results. Historically the variances betweandtmgt shipment
assays were not significant and the Group recorded adjastmto the amount of revenue recognised in the period when the post shipment assa
became available. In the event that variances were significant and the post shipment assay was available before the Gshag jsifinancial
statements, the adjustmento revenue was treated as an adjusting post balance sheet event and recorded in the period during which the Gr
shipped the product to its customer, being the period in which revenue was initially recognised. As at 31 May 2013 thefredytost sipment
assays on product di spatched to the Group’s customers hecorded fore e
discontinued operations.

3.4 Operating loss

Operating loss is stated before investment revenues, finance costaaation.

3.5 Foreign currency

The individual financial statements of each group company are presented in the currency of the primary economic enviromhitht it operates

(its functional currency). For the purpose of the consolidated finarstatements, the results and financial position of each group company are
expressed in United States Dollars, which is the functional currency of the Company during the periods presented, asénteiprecurrency for

the consolidated financial statemens . The Company’'s functional currency changed to
2013.
I'n preparing the financial statements of the indivi dalaulrenoy ¢forgna n i

currencies) are recognised at the rates of exchange prevailing on the dates of the transactions. At each balance sheehetaty, assets and
liabilities that are denominated in foreign currencies are retranslated at the rates prevailing at tleat\#atmonetary items that are measured in
terms of historical cost in a foreign currency are not retranslated.

Exchange differences are recognised in profit or loss in the period in which they arise.

For the purpose of presenting consolidated finansidl at e ment s, the assets and |iabilities of
rates prevailing on the balance sheet date. Income and expense items are translated at the average exchange rates fod thwlpes exchange
rates fluduate significantly during that period, in which case the exchange rates at the date of transactions are used. Exchasyeeditiesing, if
any, are recognised in other comprehensive income and accumulated in equity in the translation reserve. Magt2®13, all companies in the
Group had the US$ as their functional currency.

3.6 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are hasetscessarily take a
substantid period of time to get ready for their intended use or sale, are added to the cost of those assets, until such time ssetheie
substantially ready for their intended use or sale. The Group incurred relevant borrowing costs for the construdiemeivtprocessing plant at
Marropino which is a qualifying asset as defined under IAB&8pwing costsCapitalisation of these borrowing costs ceased from 22 March 2013
when the Group lost control of its subsidiary company, HAMCL which owned and egphénatMarropino processing plant.

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



3.7 Share-based payments

Equitysettled sharebased payments to employees and others providing similar services areuredest the fair value of the equity instruments at
the grant date. The fair value excludes the effect of -nuarket based vesting conditions. Details regarding the determination of the fair value o
equity-settled sharebased transactions are set out inte 27.

The fair value determined at the grant date of the eqtgsttled sharebased payments is expensed on a strailyie basis over the vesting period,
basedon the Group’'s estimate of equity instruments that wtmht¢ of thes e n
number of equity instruments expected to vest as a result of the effect ofmarket based vesting conditions. Thepact of the revision of the
original estimates, if any, is recognised in profit or loss such that the cumulative expense reflects the revised estimatecarresponding
adjustment to accumulated losses.

3.8 Employee Benefit Trust

Transactions of the EBT are treated as being those of the Company and are consolidated with the Company and Group. \&tiesedearto the
EBT by the Company and Group are deemed not to be recoverable, the loan receivable balance is impaired &ntkatIthtomprehensive loss
under the policy described below for impairment of financial assets in 8dt&.1.2

3.9 Employee benefits
3.9.1 Short term employee benefits

Shortterm employee benefits include salaries and wages, stesrh compensated absences and bonus payments. The Group recognises a liabil
and corresponding expense for shéerm employee benefits when an employee has rendered services that entitlé iemto the benefit.

3.9.2 Post-employment benefits

The Group does not contribute to any defined retirement plan for its employees, either defined contribution or defined.8oeil security
payments to state schemes, which arose in discontinoperations in Mozambique and South Africa, were charged to profit and loss as they wer
incurred.

3.10 Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.
3.10.1 Current tax

The tax currently payable is based on taxable priofi the year. Taxable profit differs from net profit / (loss) as reported in the Consolidated
statement of profit and loss and other comprehensive income because it excludes items of income or expense that arertdedbigtible in other
yearsandif ur t her excludes items that are never taxabl e or teeahdilavsthdi| e
have been enacted or substantively enacted by the balance sheet date. As at 31 May 2013 the companies inptheeGibgubject to tax at 0%
taxation rate in Jersey.

3.10.2 Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assetdittexdifiathie financial
statements and the corresponding téases used in the computation of taxable profit, and is accounted for using the balance sheet liability methc
Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are tetmgmésextent that it is
probable that taxable profits will be available against which deductible temporary differences can be utilised. Suchnakstatsliies are not
recognised if the temporary difference arises from the initial recognition of goodwill or frominitial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects neither the taxable profit nor the accounting prof

Deferred tax liabilities are recognised for taxable temporary differences gr@ininvestments in subsidiaries and associates, and interests in join
ventures, except where the Group is able to control the reversal of the temporary difference and it is probable that theatynaifference will not
reverse in the foreseeable future

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that itgernardbable that
sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred taxis calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset id.rBalisged tax is
charged or credited to profit and loss, except when it relates to items charged or credited directly to @guityich case the deferred tax is also
dealt with in equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets@gairitax liabilities and
when they relate to income taxes levidy the same taxation authority and the Group intends to settle its current tax assets and liabilities on a n
basis.



3.11 Intangible assets

Intangible assets relate entirely to operations which were discontinued during the period ended 31 May 2013. Acquirebléntessgis, such as
Mining Concessions and qualifying exploration and evaluation expenditure, were recognised at cost, lessatetwamdrtisation and impairment
losses. Where applicable, in accordance with IFRER@oration for and Evaluation of Mineral Resouyediscosts incurred prior to obtaining the legal
right to undertake exploration and evaluation activities on a projeete written off as incurred. Exploration and evaluation costs arising following
the acquisition of a right to explore a specific area or evaluate a mineral resource were capitalised, pending deterofinlagidachnical feasibility
and commercial vialbify of the project, or upon termination of such right. This expenditure included:

- geological studies;

- exploratory drilling;

- trenching and sampling;

- costs associated with evaluating the technical feasibility and commercial viability of exploitimgriseal resource; and

- an appropriate allocation of administrative and other general overheads directly attributable to those mineral resources.

If the Group subsequently determined that the mineral resource was not technically feasible or commerdisdlythiexpenditure was written off
to profit and loss in the period in which this assessment was made.

3.12 Property, plant and equipment

Property, plant and equipment are recognised at cost less accumulated depreciation and impairment losses. Mindug@gsedviously categorised
as deferred exploration and evaluation costs in intangible assets, were transferred into property, plant and equipmeechnialk feasibility and
commercial viability had been determined. On commencement of commercial ptioduthe costs of mining assets were amortised in accordance
with the depreciation policy described below.

The Group recognises in the carrying amount of an item in property, plant and equipment, the cost of replacing part ofitustwden that costs
incurred if it is probable that the future economic benefits associated with the item will flow to the Group and the dostitein can be measured
reliably. All other costs are recognised in profit and loss as an expense when incurred.

Depreciationis charged to profit and loss on a straigime basis in order to write off the cost of property, plant and equipment, less estimated
residual value over the estimated useful economic lives of each component of property, plant and equipment. The Gsalgysctinis to be a
reasonable approximation to depreciation of the assets over the proven and probable reserves on a unit of productionheasisowiponents of
property, plant and equipment have different useful lives, they are accounted for as sepi@nais of property, plant and equipment.

The estimated useful lives are as follows:

Mining assets:

-Plant 2-10years

-Mining equipment 4 years

-Vehicles 4 years
Office, furniture and equipment 5 years
Computer equipment 3 years
Buildings 10 years

Assets in the course of construction are not depreciated.

Gains or losses on disposal are determined by comparing the proceeds with the carrying amount of the asset. The netiaciadadig profit and
loss for the period.

3.13 Impairment of tangible and intangible assets

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets to determinetivenetiseany indication
that those assets have suffered an impairment loss. If any such indication exists, the recoverable afmthenasset is estimated in order to
determine the extent of the impairment loss (if any). Where the asset does not generate cash flows that are independesthéoassets, the
Group estimates the recoverable amount of the casmerating unit to whicththe asset belongs. As at 31 December 2011, the Group had one
significant cash generating unit being the Marropino / Mutala cash generating unit comprising the Marropino and Mutalacomnciegsions with
their associated mining and processing equipmehts Tash generating unit is part of the operations which were discontinued in the period ended 3
May 2013.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, thefestimatash flows are
discounted to their present value using a fiex discount rate that reflects current market assessments of the time value of money and the risl
specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoveral# amount of an asset (or cagfenerating unit) is estimated to be less than its carrying amount, the carrying amount of the asset (
cashgenerating unit) is reduced to its recoverable amount. An impairment loss is recognised immedigtalfitiand los becausehe Group does
not record any assets at a revalued amount.

Where an impairment loss subsequently reverses, the carrying amount of the asset (@yeceshting unit) is increased to the revised estimate of its
recoverable amount, but so that thimcreased carrying amount does not exceed the carrying amount that would have been determined had



impairment loss been recognised for the asset (or egesherating unit) in prior years. A reversal of an impairment loss is recognised immediately
profit and loss

3.14 Inventories

All inventories related to operations which were discontinued in the period ended 31 May 2013. Inventories were stateldwethaf cost and net
realisable value. Cost comprises direct costs and an appropriate share of adethasthad been incurred in bringing the inventories to their present
location and condition (based on normal operating capacity). Cost was calculated on a weighted average cost methodsaide nedlie is the
estimated selling price in the ordinarpurse of business, less the estimated costs of completion and disposal, or value in use.

Finished product consisted of saleable@zconcentrate.
Work-in-progresswas g@&sc oncentr at e t hat was awaiting f i nhefinalprocgssigglant.i on or t

Spare parts and consumables represented items used within the production process on a recurring basis, such as diéges, gxptysimpellers
and other spare parts.

3.15 Financial instruments

Financial assets and financiali abi | i ti es are recognised in the Group’s balance st
the instrument.

3.15.1 Financial Assets

All financial assets are recognised and derecognised on a trade date where the purchase or fialencfad asset is under a contract whose terms
require delivery of the financial asset within the timeframe established by the market concerned, and are initially mestsfaiedsalue, plus
transaction costs, except for those financial assets classiiet FVTPL, which are initially measured at fair value.

Financi al assets are classified into the f-mimaowirngyspeaifirddées
financi al assets eand ‘Tlheard asrsd frieaeiiwabldepends on the nature a
of initial recognition. The Company and Group currently only have financial assets in the category of loans and receivables.

3.15.1.1 Loans and receivables

Trade receivables, loans, bank balances, cash in hand and other receivables that have fixed or determinable paymentstitpicdeel in an active
mar ket are classified as ‘loans and r ecei v adngths éffectivé interastsmethod, dessramyc
impairment. Interest income is recognised by applying the effective interest rate, except fortsharteceivables when the recognition of interest
would be immaterial.

The effective interest method is a ithed of calculating the amortised cost of a financial instrument and of allocating interest income over th
relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts (inclugieg gélid or receivethat

form an integral part of the effective interest rate, transaction costs and other premiums or discounts) through the edjfjeaéthe instrument,

or, where appropriate, a shorter period, to the net carrying amount on initial recognition.

3.15.1.1.1 Trade receivables

Trade receivables are ndnterest bearing and are stated at their nominal amount that is usually the original invoiced amount less provisions mé
for bad and doubtful receivables. Estimated irrecoverable amounts are based on the ageéhegreteivable balances and historical experience.
Individual trade receivables are written off when management deems them not to be collectible.

3.15.1.1.2 Cash and cash equivalents

Cash and cash equivalents consist of cash at bank and in handtestnortieposits and other shorterm investments that are highly liquid and can
be readily converted into cash.

3.15.1.2 Impairment of financial assets

Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets are impairedenbeargjetive evidence
that, as a result of one or more events that occurred after the initial recognition of the financial asset, the estimateddash flows of the
investment have been affected.

For loans and receivables carried at amortisedkcps t he amount of the i mpairment is the dif
present value of esti mated future cash fl ows, di scounted at t he

The carrying amount of the financial assetéduced through the use of an allowance account. When a financial asset is considered uncollectible,
written off against the allowance account. Subsequent recoveries of amounts previously written off are credited agaidstwtheca account.
Chamyes in the carrying amount of the allowance account are recognigeafit or loss

If in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively tb cewery after the
impairment was recogsed, the previously recognised impairment loss is reversed thrpuogfit and lossto the extent that the carrying amount of



the investment at the date the impairment is reversed does not exceed what the amortised cost would have been had theeimp@irreen
recognised.

3.15.1.3 Derecognition of financial assets
The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire, dramiséarstthe financial
asset and substantially all the risks and rewastlewnership of the asset to another entity. If the Group neither transfers nor retains substantially a
the risks and rewards of ownership and continues to control the transferred asset, the Group recognises its retainediintaeesisset and an
assaiated liability for amounts it may have to pay. If the Group retains substantially all the risks and rewards of owneadhgmsfierred financial
asset, the Group continues to recognise the financial asset and also recognises a collateralised bforahengroceeds received.
3.15.2  Financial liabilities and equity
Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substamcerntfactual arrangement.
3.15.2.1 Equity instruments
An equityinstrument is any contract that evidences a residual interest in the assets of the Company after deducting all of tiess liujliity
instruments issued by the Group are recognised at the proceeds received, net of direct issue costs and adjustraiats tegomply with
applicable accounting standards for compound instruments (refer to 8ct6.2.2and3.15.2.4.
3.15.2.2 Compound instruments
The component parts of compound instruments (such as CRPS, convertible loan notes or warrants issued with Ordinary &h#reswah@nts do
not meet the definition of equity instruments) issued by the Group are classified separately as financial liabilities and equity in accordahee witk
substance of the contractual arrangement. At the date of issue, the fair value of the liability component is estimatd®R?$F@n@ convertible loan
notes, this amount is recorded as a liability on an amortised cost basis using the effective interest method until egtingpéshconversion or at
the instrument’s maturity date. F orants ds enedswreal @ati eack repering daden dr exercise bate, witla
changes in fair value credited or charged to profit and loss within finance costs. The equity component is determinedtiygdéduamount of the
liability component on initial measuremefriom the fair value of the compound instrument as a whole. This is recognised and included in equity a
is not subsequently reneasured.
3.15.2.3 Financial liabilities
Financi al l'iabilities are classifnadchal eitadkrl finaeasci al l'iabili
3.15.2.3.1 Financial liabilities at FVTPL
Financial liabilities are classified as at FVTPL when the financial liability is either held for trading or it is dessgataf&r PL.
A financial liability is classified as held for trading if:

- it has been incurred principally for the purpose of repurchasing it in the near term; or

- on initial recognition it is part of a portfolio of identified financial instruments that the Group manages together aad-dzent

actual pattern of shorterm profit-taking; or

- it is a derivative that is not designated and effective as a hedging instrument.

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arisimgeasuieement recognised jorofit and loss The Group and
Company issued certain warrants which fall within the category of FVTPL (refer t8ride2.9.

3.15.2.3.2 Other financial liabilities
Other financial liabilities are initially measured at fair value, net of transaction costs.

Other financial liabilities are subsequently measured at amortised cost using the effective interest method, with inteessteesecognised on an
effective yietl basis.

3.15.2.3.3 Derecognition of financial liabilities

The Group derecognises financial l'iabilities when, xpimed only when
3.15.2.4 Derivative financial instruments

Derivative financial instruments are initially recognised at fair value at the date a derivative contract is entered iate andsequently remeasured

to their fair value at each balance sheet date. The resultant gain or loss is recognised in plogis. @ther than warrants and the Amended
Subscription Agreement, the Group does not have any derivative instruments.

For derivative warrants the Company and Group estimates the fair value of the instruments on initial recognition usikgsat®les pcing model.

Where the warrants were issued as part of the Compan e Canpdny thid faia i
value is ‘carved out’ of the proceeds r dghineurrentlidbilitfes. Where warrantsiare saued foo f



other purposes, including warrants issued to Darwin Strategic Limited as arrangements fees for the EFF, the initi@ fichalged to profit and
loss unless the warrants are issued as part whasaction with a Shareholder in that capacity, in which case the initial fair value is charged directly
equity as a deemed capital distribution. The pricing model is updated at each reporting date, or exercise date, withinHairgeslue recorde in
profit and loss within finance costs. Upon exercise the fair value of the warrants is recorded to the share premium account.

For the Amended Subscription Agreement, which is a conditional forward sale of equity instruments in the Company atigdixe@BP which is
not the functional currency of the Company, the instrument is initially recorded at fair value, with the related credida@cbrectly to equity as a
deemed capital contribution from a Shareholder in that capacity. The valuatigodisted at each reporting date with changes in fair value recorded
in profit and loss within finance costs. Upon termination of the Amended Subscription Agreement asset, the fair valuelatetieds charged to
equity as a deemed capital distribution.

3.15.2.5 Embedded derivatives

Derivatives embedded in other financial instruments or other host contracts are treated as separate derivatives wheiskthaind characteristics
are not closely related to those of the host contract and the host contracts areneassured at FVTPL. Where the embedded derivative is closely
related to the host contract it is initially recorded at fair value with the fair value included in the carrying value lmbgheontract and is not
subsequently reneasured. The Group has ndentified any embedded derivatives which are not closely related to the host contract.

3.16 Leases

Leases that transfer substantially all the risks and reward of ownership are classified as finance leases. All othee lelssifiad as operating
leases.As at 31 May 2013 the Group does not have any leases. During the periods presented in these financial statements, th@sGrouy
counterparty to certain operating lease contracts.

Rentals payable under operating leases are charged to income on a stra@hasis over the term of the relevant lease.
3.17 Provisions

The Group recognises a provision when it has a present legal or constructive obligation as a result of a past eventprafdlie that the Group
will be required to settle the obligationna the amount concerned can be estimated reliably. Provisions are measured based on the best estimate
the expenditure required to settle the present obligation at the reporting date. Where the effect of the time value of msameyerial, the amount

of the provision is discounted to present value using atprerate that reflects current market assessments of the time value of money and, where
appropriate, the risks specific to the liability. The increase in the amount of the provision as a retet pdssage of time is recorded tine
Consolidated statement of comprehensive léssthe year.

Where the Group provided for rehabilitation of mining sites and the Group anticipated the expenditure at the commencerepioadtion, the
provision was reorded with a corresponding increase in the carrying value of property, plant and equipment.

4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’ s 3atkedDoactars arenrgquirpdotd makei jlElgements, iestihates ane
assumptions about the carrying amounts of assets and liabilities that are not readily apparenbtiiemsources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be relevant. Actual resultsmirayrdiffese estimates.

The estimates and underlying assumptions are reviewed omagoing basis. Revisions to accounting estimates are recognised in the period in whic
the estimate is revised if the revision affects only that period or in the period of the revision and future periodsiigierr affects both current and
future periods. The effect on the financial statements of changes in estimates in future periods could be material.

4.1 Critical judgments in applying the Group’s accounting policies

The following are the critical judgements, other than for the going concern assum(péifam to note3.1) that the Directors have made in the process
of applying the Group’'s accounting pol i c tseesograseddn the finaricial btatementst h e mo

4.1.1 Obligations arising from Ta,05; concentrate supply contracts

SMC is the counterparty to two long term,0g concentrate supply contracts, further details of which are provided in 8dteSMC is no longer able
tosupply T&dsconcentrate to the Group’s customers under t hTaSseoncerdratd frorm c t
the Marropino Mine following the enforcement of HAMCM' deitbefanel t
TaOsconcentrate from other sources f or dhepaeitdveuld$havetpdoyce materidl &t significantyu
exceeds the amount it can realise from the sale of the material at the contract prices. Further, and until the Group aadyGistgin releases from
the supply contracts, the Directors believeatithe Company will be unable to raise additional finance which might allow it to satisfy its obligatior
under the contracts in part or in full. Under t he (dedteseekcompgnsdtima w
for damages arising from the neperformance by SMC of its obligations under the relevant contract. Accordingly, SMC has no viable solution
which it can satisfy its 7@s supply obligations under the contracts and the@asupply contracts are oneraucontracts for SMC and the Group.
Further, the Company has guaranteed SMC’'s performance ompadyer bot h

The Directors believe, following extensive discussions with the customers, thabgsible for SMC and the Company to obtain releases from all pas
and future obligations under the contracts without requiring an outflow of economic benefits (other than as already recorthede financial
statements). Should this assessment prove tarmrrect, and if the customers were to seek damages from the Group fopadormance under
the contracts, the amounts involved could be highly firent ®osatidylthea n



claims madeThe Directors are further of the opinion that the Company would not be able to raise additional funding to satisfy theaolhims
accordingly the Company, and Group, would in all likelihood become insolvent and would need to be wound up.

Due to the uncemin outcome of these discussions and the wide range of potential financial outcomes the ultimate outcome of this mattér can
presently be reliably estimated, and consequently no provision for any liability that may result has been made in ei@Geyther Company only
financial statements.

4.1.2 Release of short-term provisions

In the 12 month period ended 31 December 2010, the Company and Group recorded a short term provision of $124,000 forimromeugo the
Company relating to the Marropino process plant upgrade programme. The invoiced amounts were disputed by theyGhraparthe quality of

the work completed by the supplier. The supplier ceased to be engaged by the Group at the same time. While the Compamy hexeived a
formal credit note for the invoices raised, the supplier has never requested payment ofitending amounts. Further, if any request for payment
is received in the future, the Directors believe that the Company will be successful in defending any claim. Due to geegbdissa and the factors
noted above, the Directors are now of the ominithat it is no longer probable that an outflow of resources will be required to settle these invoicec
amounts and accordingly are of the opinion that the conditions of IAS 37:14 for the continuing recognition of a provismioager met. The short
term provision has therefore been released to profit and loss, within discontinuing operations.

4.2 Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance sheettdaswetla significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year, are distogsed

4.2.1 Warrants

Certain warrants issued by the Group are classified as derivative financi#tiésbis the warrants were issued in a currency other than the functional
currency of the Company. At each reporting date the fair value of the warrants is measured using-@cBtaek valuation model, with changes in
the fair value of the warrants recded in profit and loss within finance income/expense. The valuation is sensitive to the inputs in the valuati
model, some of which require judgment. The warrants do not create any obligation on the Company or Group other thanrt@ctéleey Sharesi

the Company for a fixed price at the option of the holder, over the life of the warrants. Further details are provideel28.2ot

5. REVENUE

An analysis of th&r oup’ s revenue from continuing operations is as foll ows:

17 month 12 month

period ended period endec

31 May 31 Decembe

2013 2011

(represented-

note 13)

US$000 US3$00(

Bank interest 79 115

Total revenue for each period is presented in nb8&
6. SEGMENT INFORMATION

Until 22 March 2013 the Directors considered that the primary reporting format for the Group was by business segmenectbes Bonsidered
there to be two businessegments, being (1) the mining, extraction, production and distribution @O aoncentrate, undertaken from the
Marropino Mine in Mozambique, and (2) the,0g purchasing activities undertaken by the Group in association with local partners in the @RC (s
activities having commenced in the current reporting period). All administrative expenditure of the Group was allocatedetseyments. The
Group |l ost control over both of these operati ons theterm2d theVEF (cefer t2 O
note 13). The directly identifiable income, expenditure and cash flows related to these operations are presented within discaysraédns (refer

to note 13). Followmng t he Settl ement Agreement with Richmond (refer to th
subsequent approval by the Company’ s s h amavHnvdstihgRolicyheGompary das Debd @ E |
Investing Company. All income and expenditure for continuing activities is now allocated to this activity which accauttdforof t he Gr
and liabilities as at 31 May 2013.



7. LOSS FOR THE PERIOD FROM CONTINUING OPERATIONS

17 month 12 month
period ended period ended
31 May 31 December
2013 2011
(represented
—note 13)
Us$000 US$000
Loss for the period from continuing operations has been arrived at after charging/(crediting):
Depreciation of property, plant and equipment 1 20
Impairment ofproperty, plant and equipment - 22
Loss on disposal of property, plant and equipment 4 -
Sharebased incentive expense (no2g) 29 648
Exchange (gain) / loss (68) 437
Staff costs (not®) 695 617
Operating lease rentals 11 -
8. AUDITOR’S REMUNERATION
The analysis of the auditor’s remuneration is as foll ows:
17 month 12 month
period ended period endec
31 May 31Decembe
2013 2011
Us$000 US$00(
Fees payable to the Company’s auditor for the audit of the Company’s accounts @ 71 149
Fees payable to the Company’s auditor and their associates for other services to the Group:
The audit ofsubsidicsdesCompany’ s - 31
Total audit fees 71 180
Audit related assurance services - 28
Corporate finance services - 300
Total non-audit fees - 328
71 508
Of which relating to:
Continuing operations 71 477
Discontinued operations - 31
71 508
W oI ncluded within fees payable for the audit of the Csatiop afithe ausit fa the 12
month period ended 31 December 2011. The audit fee payable for the audit d€thenpany’ s accounts for the 17

$35,000.

Audit related assurance services in the twelve month period ended 31 December 2011 comprised (1) services provided tp timec@naection
with the statutory solvency statementgquired to be made by the Directors to comply with Jersey Law for the purposes of payment of the quarte!
dividend on the CRPS; (2) statutory services relating to the Share Consolidation; and (3) the review of the accountiagt toedaspecific
transa¢ i ons . Corporate finance services related to proceduwuMaydoAcgusnp |
2011. The audit of the Company’s subsidiaries r el ayteedsroupdollodiAgviaL
enf orcement of HAMCM s Default under the terms of the SLF.

Fees payable to Deloitte LLP and their associates fomandit services to the Company are not required to be disclosed because the Group financi
statements discloseugh fees on a consolidated basis.



9. STAFF

17 month 12 month
period ended period endec
31 May 31 Decembe
2013 2011
No. No.
The average monthly number of employees in the Group during the period were:
Executive directors 2 1
Management 1 2
Administration 28 24
Operational 349 468
380 495
Of which relating to:
Continuing operations 3 3
Discontinued operations 377 492
380 495
17 month 12 month
period ended period endec
31 May 31 Decembe
2013 2011
US$000 US$000
Staff costs (including executive Director’s emoluments) comprise:
Salaries and wages 8,713 6,724
Social security costs 193 145
Share based payments expense 30 188
8,936 7,057
Of which relating to:
Continuing operations 695 617
Discontinued operations 8,241 6,440
8,936 7,057
Staff costs exclude neex ecuti ve Director’s emol uments fees payable for

party companies and associated shésa@sed payment expense. Information on these fees and expenses areguanmidotes10and 30.

10. REMUNERATION OF DIRECTORS AND KEY MANAGEMENT
17 month 12 month
period ended period ended
31 May 31 December
2013 2011
US$000 US$000
Remuneration of Directors and other key management personnel is detailed below:
Directors’ emol ument s 792 501
Directors’ c ompofficesati on for | oss of - 151
Di r e ct obased pagnerst expense 16 218
Directors’ ot her benefits 116 69
Other key management emoluments 300 284
Other key management shatgsed payment expense 12 47
Other key management other benefits 36 116
1,272 1,386
Of which relating to:
Continuing operations 944 1,018
Discontinued operations 328 368
1,272 1,386
Directors’ emol uments reported abov-exedtiveDirectbrs anfl eeetasn Dpeatgrabhbse sefvioes ard

provided by third party companies and shdrased payment expense. Details are provided in r3tite

The highest paid Director in the period was Mr F F Fernafmdezs (2011 Mr E Kohn TD), who received aggregate payments and benefits with ¢
cash value amounting to $390,000 (264dashvalue amounting to $390,000).



11. NET FINANCE INCOME / (EXPENSE)

17 month 12 month
period ended period ended
31 May 31 December
2013 2011
(represented
—note 13)
US$000 US$000
Interest income on bank deposits 79 115
Change in fair value of derivative assets (r2gg 4,036 -
Change in fair value of derivative liabilities (n@® 1,172 3,092
Investment revenues 5,287 3,207
Interest expense on CRA®te 22) (870) (941)
Debt arrangement expenses - (116)
Interest expense on unsecured loans provided by Richmond (2,266) -
Amortisation of loan arrangement fees and transaction costs arising
on unsecured loans provided by Richmond (840) -
Charge arising on redemption of CRPS (2&e - (5,731)
Finance costs (3,976) (6,788)
Net finance income / (expense) 1,311 (3,581)
12. TAXATION
17 month 12 month
period ended period ended
31 May 31 December
2013 2011
(represented
—note 13)
Us$000 US$000
Current tax
Tax - -
The Group’s continuing operations are all/|l tax r esi detebof 0% (20100&c). s e

Accordingly there is no difference between the statutory tax rate applicable to the Group from continuing operations aftbdtige tax rate.
Disclosures relating to discontinued operations are provided in fi8te

13. LOSS FOR THE PERIOD FROM DISCONTINUED OPERATIONS

As described more fully in the section of the Dir ece @Grouplostordrpbb r t
HAMCM and its subsidiary undertakings as a result of the Group being unable to repay the amounts outstanding on the &bldatat @h
$54,640, 000. This amount became repayable foll owing tchédteanfEaryc e
Repayment Event. The HAMCM Gr famining; processing dnd putchasirg bderatiorfs in MbzambiGue and fhé BRC
As a result of this loss of control, the Group also ceased to be involved in the distribantiosake of T#Ds concentrate (which was undertaken
through SMC) with effect from that dat&.he process of the disposal of the HAMCM Group was organised on behalf of Richmond (acting ir
capacity as Security Trustee) by Euro Pacific Canada Inc.servige 1IROC registered brokerage headquartered in Toronto, Canada and specializ
in foreign markets and securities. The disposal process was completed on 24 June 2013 with no payments due to the Group.

The TaOs Operations represented the major bussge segment of the Group and accordingly, as required by IFRS 5, the results ob@he Ta
Operations are presented as discontinued operations within the Consolidated statement of profit or loss and other comyeeinensie. Cash
flows pertaining to the T#s Operations are presented separately in the Consolidated cash flow statement. The results of operations and cash f
reported for the period ended 31 December 2011 have beepresented for these discontinued operations as required by IFRS 5.

The results of the discontinued F&s Operations, which have been included in the Consolidated statement of profit or loss and other comprehensi
income, were as follows:



Period ended

12 month
period ended

22 March 31 December
2013 ¥ 2011
Us$000 US$000
Loss from Ta,0; Operations:
Revenud? 4,131 5,614
Expenseé?) (24,240) (51,465)
Share of loss of associated companies (riofe (300) -
Investment revenue®’ 78 533
Finance expense (15,810) (12)
Loss before taxation (36,141) (45,330)
Taxation (21) (20)
Loss after tax from discontinued operations in the per‘?&d (36,162) (45,350)
Gain on loss of control of discontinued operations:
Gain on derecognition of discontinued operatior8"” 24,464 -
Net loss attributable to discontinued operations (attributable to owners of the
Company) (11,698) (45,350)
@ Represents the period from 1 January 2012 to 22 March 2013.
@ Represents revenue derived through the sale of goods realised by SMC from the onwards s#lk obricentrate purchased exclusively from the HAMC

Group. Revenue by destination of the Group’s cust omer s newcasstome ih thdhidd

States of America and $3,024,000 (12 months endededEmber 2011: $5,036,000) to a separate customer in Thailand. Total revenue for the Group ¢
the 17 month period ended 31 May 2013 from continuing and discontinuing operations, including investment revenues, wa80(288month period

ended 31 Deember 2011: $5,739,000).

®) Included within expenses are charges recorded for the impairment of property, plant and equipment of $13,000 (12 montermkxtb81 December 2011:
$31,776,000).

@) Included within investment revenues is a credit of $3,006 (12 month period ended 31 December 2011: $524,000) arising from borrowing costs capit
in the period arising on qualifying expenditure incurred within discontinued operations..

®) Taxation in both periods presented relates to provisions fopomtion tax in Mozambique in the respective period. Net deferred tax recorded to profit ¢

loss was $nil in each period.

® An accounting gain of $24,464,000 arose on the loss of control of the HAMCM Group, being the carrying amount of theGHABIGM * s net |
March 2013 of $24,652,000, less $188,000 of foreign currency translation losses previously accumulated within the foezign ttanslation reserve.
I ncluded within the HAMCM Gr ou ps $54,6408000 padyabke boiRichmond ensler thesSLRas at 2hat datéaNo ¢ak cha
gain arose on the discontinuance of the@aOperations.

" Cash and cash equivalents held by the HAMCM Group as at 22 March 2013 was $2,252,06€ed¢bgnition of wiich is reported within the Consolidated
cash flow statement within ‘Net cash used in investing activities

Lack of access to underlying accounting support and audit evidence

The net loss from discontinued operations%if1,698,000 is computed utilising the accounting records of the HAMCM Group (which comprised tl
majority of the TaOs Operations), prepared on an IFRS basis until 22 March 2013, the date on which the Group lost control over the HAMCM G
While the accanting records for the HAMCM Group are available to the Group for the period during which it controlled these companiks, and
Board is satisfied that the records accurately reflect the results and cash flows of these operations, thed@langer hasiccesgo the underlying
documents that support the transactions and balances recorded in the accounting records for the HAMCM Group. Accordmghe ®hbup is
able to derive and present the results of the discontinued operations as required bg IFRSi ncl udi ng t he results of
auditor is unable to access the underlying documents to perform their audit on the amounts reported within these opematibnesHAMCM Group

for the period 1 January 2012 to 22 March 2013. Taedit report is therefore qualified in respect of the discontinued operations.

In addition to the amounts included in this note 13, the principal amounts and disclosures in these financial statememfieittathe results and
transactions of the HAM@ Group, and accordingly the discontinued operations, for which the Group is no longer able to access the suppor
documentary evidence are:

The foreign currency translation loss arising during the period of $201,000;

The amounts attributed taliscontinued operations in the Consolidated cash flow statement;

The amounts and number of employees attributed to discontinued operations in 8aed 10;

The movements in intangible fixed assets and property, plant and equipment in iotewl 16 and the movements in the taxation and
long term provisions in not&5.1and note 25.2; and

1 The disclosures in respect of Associate Companies inlote

= =8 =4 -4



14. LOSS PER SHARE

There is no difference between the diluted loss per share and the basic loss per share presented as the Group is lassathp&hiads presented.

14.1 From continuing and discontinued operations

The calculation of basic and diluted loss per stisy continuing and discontinued operations is based on the following data:

17 month 12 month
period ended period ended
31 May 31 December
2013 2011
(represented-
note 13)
Loss for the period US$ 12,911,000 54,728,000
Weighted average number of shargd? 125,025,404 57,041,073
Basic and diluted loss per shar&S Cents 10.3 95.9
@ The denominator for the purpose of calculating basic and diluted loss per share has been adjusted in the twelve monémged@l December 2011 for th
Share Consolidation.
@ The weighted average number of Ordinary Shares for both periods pgexbercludes 1,743,928 shares held by the EBT.
14.2 From continuing operations
The calculation of basic and diluted loss per share from continuing operations is based on the following data:
17 month 12 month
period ended period ended
31 May 31 December
2013 2011
(represented-
note 13)
Loss for the period US$ 12,911,000 54,728,000
Adjustments to exclude loss for the period from discontinuing operatiddS$ (11,698,000) (45,350,000)
Loss from continuingperations— US$ 1,213,000 9,378,000
Weighted average number of sharés 125,025,404 57,041,073
Basic and diluted loss per shar&JS Cents 1.0 16.4
@ The denominators used are calculated on the same basis as detailed above for batiateddoss per share from continuing and discontinuing operations.

14.3 Potentially dilutive instruments

Subsequent to the period end the Company issued 14,547,722 new Ordinary Shares on 20 June 2013 in settlement of cati@ms tbdlsyppliers

of the Group (refer to note21 and 32). Instruments that could be dilutive in future periods if the Group realises a net profit are disclosed i

note 26.3.4



15. INTANGIBLE ASSETS

Other
exploration
and
Morrua Marropino Mutala evaluation Total
Us$000 USs$000 Us$000 USs$000 USs$000
Cost
At 1 January 2011 2,494 454 - - 2,948
Additions 56 - 8 375 439
At 31 December 2011 2,550 454 8 375 3,387
Additions 617 - 6 11 634
Adjustment for discontinued operations (3,167) (454) (14) (386) (4,021)
At 31 May 2013 - - - - -
Amortisation and impairment
At 1 January 2011 (2,494) (454) - - (2,948)
Impairment in the period (56) - (8) (375) (439)
At 31 December 2011 (2,550) (454) (8) (375) (3,387)
Impairment in the period (8) - (5) - (13)
Adjustment for discontinued operations 2,558 454 13 375 3,400

At 31 May 2013 - - - - -

Net book value
At 31 May 2013 - - - - R
At 31 December 2011 - - - - R

During 2012 the Group completed a drilling programme at Morrua comprisingteen infill drill holes where gaps existed in previous drilling
programmes and three confirmatory drill holes. In total, approximately 2,000 metres of core samples were exwraictedwhen analysed by the
external laboratory, confirmed T@s gradesmaterially in line with previous results reported by the Group. This work represents substantially all «
the increase in intangible assets reported above. All intangible assetshettdoy HAMCL which ceased to be controlled by the Group on 22 Marcl
2013.



16. PROPERTY, PLANT AND EQUIPMENT

Assets under

Office furniture,

equipment and

construction Mining assets computers Buildings Total
Us$000 Us$000 Us$000 Us$000 US$000

Cost
At 1 January 2011 3,548 14,795 584 1,631 20,558
Additions 30,139 5,190 208 - 35,537
Disposals - - 27) - 27)
Transfers (945) 166 129 650 -
Exchange differences - - (41) - (42)
At 31 December 2011 32,742 20,151 853 2,281 56,027
Additions 12,228 986 246 279 13,739
Disposals - - (22) - (22)
Adjustment for discontinued operations (44,437) (21,137) (1,006) (3,093) (69,673)
Transfers (533) - - 533 -
Exchange differences - - (24) - (24)
At 31 May 2013 - - 47 - 47
Depreciation and impairment
At 1 January 2011 (484) (14,248) (441) (1,628) (16,801)
Charge for the year - (555) (124) (22) (701)
Eliminated on disposals - - 5 - 5
Impairment (26,248) (4,323) (278) (510) (31,359)
Transfers - 22 (22) - -
Exchange differences - - 41 - 41
At 31 December 2011 (26,732) (19,104) (819) (2,160) (48,815)
Charge for the year - (505) (55) (52) (612)
Eliminated on disposals - - 15 - 15
Adjustment for discontinued operations 26,732 19,609 789 2,212 49,342
Exchange differences - - 23 - 23
At 31 May 2013 - - (47) - (47)
Carrying amount
At 31 May 2013 - - - - -
At 31 Decembe?011 6,010 1,047 34 121 7,212

At 31 May 2013, the Group had no contractual commitments for the acquisition of property, plant and equipment (31 Decetrtibére2Group had
contractual commitments amounting to $2,665,000, principally related tortee processing plant at the Marropino Mine and associated mining

equipment and infrastructure).

I ncluded within additions

to

the cost

of ‘Asset s

un d €2 moatbsresdedr3l ¢
December 2011$524,000) of interest capitalised from borrowings at the weighted average effective interest rate applicable to theserys rofwi
25.506 (12 months ended 31 December 2011: 15.028%).

As required by IAS 3@npairment of assetsthe Group completed ammpairment review of its property, plant and equipment as at 31 December
2011 resulting in an impairment charge of $31,359,000. Further details of the impairment review undertaken are included 4rl .doto the
financial statements for the year ended Blec e mber 2011. Al l of the Group’s material as
companies in the HAMCM Group. Foll owing the enf or,0k0perations cedsed tbAH& C
controlled by the ®up and the impairment calculations have not been updated in the current period.

17. ASSOCIATE COMPANIES

The Group, along with local partners, established two companies registered in the Katanga province in the DRC, betan (Spédiality Metal
SP.R.L in which the Company had an interest, as at 22 March 2013, in 50.0% of the quota capital and (2) Tantale et Niabgamikl SP.R.L, a
75% subsidiary of ASM in association with Cominiere, a DRC state owned company. Through these compaiep #eewBed interests in two
exploration |icenses in areas of known tantal um and italaativitiesiinolweda |
sourcing ethically produced 3@ concentrate from local mining eoperatives, utilising the iTSCi "bag and tag" schefiee initial production of
Ta0s concentrate commenced during Quarte2013.



These investments were accounted for as associated companies, with their carrying value recorded at the initial inveshee@tap to acquire

participation rights in ASM, |l ess the Group’s 50. 0% sditedrcansolmdtedt h
financial statements of the ASM Group). The Group lost control of the ASM Group on 22 Mardh@d13 owi ng t he enforcem
under the SLF. The carrying value of ‘“lnvestments i hatdate sxoceedingthe s
Group’s interest in ASM repdeesented by the initial i nvest ment m
18. DEFERRED TAX ASSETS
31 May 31 December
2013 2011
USs$000 US$000
Deferred tax asset - 41,789
Allowance - (41,789)

The deferred tax asset as at 31 December 2011, which was fully provided for, related to the accumulated tax losses incurteth le  Gr
discontinued operations in Mozambique and timing differences on fixed assets in the same tax jurisdiction.

19. INVENTORIES
31 May 31 December
2013 2011
US$000 US$000
Spare parts and consumables - 1,712
Finished goods - 570
- 2,282
20. TRADE AND OTHER RECEIVABLES
31 May 31 December
2013 2011
USS$000 US$000
Non-current assets
Other receivables - 1,809
Current assets
Trade receivables 176 2,527
Other receivables - 2,484
Prepayments 62 296
238 5,307
238 7,116
The balance recorded within ‘Trade nédcenvabi eafteopr i$d7 6t @€ 00h e se
under the SLF. Under the terms of the Settlement Agreemdmtom(néfe
customers is due to Richmond with the obligationreterd wi t hi n * Ot her 2p.ayabl es’™ (refer to not
21. TRADE AND OTHER PAYABLES
31 May 31 December
2013 2011
US$000 US$000
Trade payables 157 6,713
Other payables 183 207
340 6,920

Included within trade payables is $nil (31 December 2011: $3,482,000) of amounts payable for the purchase of items of jplaperand
equipment. Included within other payables is $176,000 which is due to Richmond if the Group is successful in recovering amounts ithie fro
customers (refer to not0).

Al | ot her amounts included within ‘Trade and other p & yfathe lexpected a
amounts payable for liabilities accrued but not yet invoiced. Subsequent to the period end, on 20 June 2@W@ngany issued 14,547,722 new
Ordinary Shares in full and final settlement of obligations of the Company and Group with a carrying value of $120,800&y &013 and 20 June
2013. In accordance with IFRIC 19, the difference between the fair valie @rdinary Shares on the date they were issued of $158,000 and the
carrying value of the discharged obligations at that date of $120,000, being $38,000, was charged to profit and loss.



22. CONVERTIBLE REDEEMABLE PREFERENCE SHARES
22.1 Carrying value

Thefollowing summarises the movements in the CRPS liability and equity components during the periods presented:

Liability Equity Total

US$000 US$000 US$000

At 1 January 2011 - - -
Initial measurement 10,100 1,804 11,904
Allocationof issue expenses (832) (148) (980)
Share based payments credit - 38 38
Interest accrued at effective interest rate 940 - 940
Interest paid in cash (374) - (374)
Charge arising on redemption 5,731 - 5731
Redemption of 1,794,215 CRiR8uding outstanding CRPS Dividend (11,955) (1,077) (13,032)
At 31 December 2011 3,610 617 4,227
Interest accrued at effective interest rate 870 - 870

Interest paid in cash (215) - (215)
At 31 May 2013 4,265 617 4,882
31 May 31 December

2013 2011
Us$000 US$000
Included within

Current liabilities 506 109
Noncurrent liabilities 3,759 3,501
Convertible redeemable preference share reserve 617 617
4,882 4,227

22.2 Initial measurement and redemption in 2011

In March 2011 the Group secured the placing of 2,822,290 CRPS at a price of $4.218 per CRPS raising gross proceed300f £kp&iees of
$980,000 were incurred, of which $728,000 was settled in cash and $252,000 through thefisgagants to the placing agents over 168,985
Ordinary Shares at a subscription price of 210.5 pence per Ordinary ShafeOctober 20111,794,215 CRPS were redeemed through the issue of
18,686,422 new Ordinary Shares and a further 470,987 new OrdBiemes were issued in payment of the related CRPS Dividend, the value of whi
was $190,000.

Under the terms of the CRPS (as amended on 28 September 2011):

1 the CRPS have a nominal value of £1.00 each;

1 each CRPS is convertible at any time at the hol ders request

T the Company can give notice of redemption at any time at the Issue Price. If an early redemption notice is issued, théthel@RPS can
issue a corersion notice at any date prior to the stipulated redemption date;

T subject to Jersey Law and in particular the Company being solvent at the redemption date, the CRPS will be mandatordy adddm
April 2016, with a total redemption value (excludingfS Dividends) of $4,336,000;

1 the CRPS carry the CRPS Dividend of 10% of the CRPS Issue Price, which accrues quarterly and is payable, subjeet ito aleesey La
within 10 calendar days of each of 31 March, 30 June, 30 September and 31 December; and

T to the extent that the Company cannot lawfully pay the CRPS Dividend or redeem the CRPS, which is the case when ther®inaatales

under Jersey Law to conclude that the Company is solvent at the date of payment or redemption, then the CRPSobiadentption is
deferred until the date at which it can lawfully be paid.

While in legal form the CRPS are part of the Capital Stock of the Compang2pdtee CRPS include components with liability and equity features as
defined under IFRS. IAS 32CA Y I YOAl £ Ly a i Nigiey theaGfoup tdlBentByytiie eduityzayidiability component parts of the
instrument and assign a value to each. The miatecomponents were identified in the 12 months ended 31 December 2011 as the host det
contract, a Company call option to prepay the liability and a holder call option to convert to Ordinary Sh#edair value of the host debt
component was determied at the present value of the contractual stream of future cash flows (including both preference dividend payments &
redemption amount) discounted at the market rate of interest that would have applied to an instrument of comparable creliy guth
substantially the same cash flows, on the same terms, but without the conversion feature. The relevant market interegpliatbla to the
Company was &estimated at 14 %. The Company’'s prepaymenfthecalddmpa
prepayment call option was determined to be closely related to the host debt contract and was not required to be fairsegdasately from the
host contract in future periods. The liability component is subsequently measured at amontisedsing the effective interest rate method and an
effective interest rate of 15.028%. The equity component is naheasured.

The redemption of 1,794,215 CRPS on 1 October 2011 was accounted for under IAS 32:AG35 as an amendment to the terrRSdbthealaR
conversion more attractive by offering a favourable conversion ratio in the event of conversion under the redemption @&feerated by the
Company. The difference between the fair value of the consideration that the CRPS holder would kaxerirender the initial terms (i.e. 1 new



Ordinary Share per CRPS with a fair value of 25.0p at the date the redemption offer was extended) and the fair valuensidimtion that the
CRPS holder received under the revised terms (i.e. 10.4 new GrdBfemres per CRPS with a fair value of £2.604 or $4.218 at the date th
redemption offer was extended), measured at the date when the terms were amended was recognised as a fair value losk @d&H & ofit and
loss for the twelve months ended 31 Eecber 2011.

22.3 CRPS Dividend

The Company has been unable to pay the CRPS Dividend for the period commencing 1 April 2012 to the date of this repdanceaaith Jersey
Law. As at 31 May 2013, $506,000 (31 December 2011: $109,000) was outstanthiegdBPS Dividend recorded within current liabilities.

22.4 Amendment to the terms and conditions of the CRPS subsequent to the period end

As discussed more fully in no82.4, on 24 July 2013 the terms and conditions of the CRPS were amended to permit the Company to discharg
obligations in respect of the CRPS, including the CRPS Dividends due, throughcihé Fgdemption. The Company intends to redeem the
outstanding CRPS through the Special Redemption by the end of August 2013. Subsequent to the Special Redemption, theviCdapamo
further obligations in respect of the CRPS.

23. DERIVATIVE FINANCIAL INSTRUMENTS
23.1 Derivative financial assets

On 19 August 2011 the Company entered into the Subscription Agreement with Richmsodmt to which Richmond conditionally agreed with the
Company to subscribe for 17,500,000 Subscription Shares at the SubscRpte of 25.0 pence each in two equal tranches on the First Subscriptiol
Date, being 30 November 2011, and the Second Subscription Date, being 31 December 2011. The amount of these subsddpi®ssaled back

at the Company's election and wouleé 8o scaled back by the Company to the extent that there were valid applications from participants under t
Proposed Open Offer of 17,500,000 new Ordinary Shares at 25.0 pence each. As compensation for entering the Subscriptent, Agrésubject

to Rchmond fulfilling its obligations contained therein, the Company agreed to grant Richmond the Subscription Warrants,,66m@ado warrants
over new Ordinary Shares in the Company exercisable at 25.0 pence per Ordinary Share until 31 Decembhe g0 se of this arrangement
was to ensure that the Company received the maximum proceeds which could be raised if the Proposed Open Offer was tobeel $abse full

with the Subscription Agreement operating as an underwriting of the Proposed Opemn Of

The Company was unable to complete the Proposed Open Offer within the anticipated timeframe due, inter alia, to the neegskaory
approvals taking longer than the Board had originally anticipated. Further, the Company had not issued thetBubStiares due to Richmond on
the First Subscription Date within the necessary timeframe following the subscription date, nor had Richmond enforcestiigtisubrights over
those Ordinary Shares. Accordingly, from 6 November 2011 the Subscriptieenfent was not enforceable by either the Company, or Richmond. In
order for the Proposed Open Offer to remain available to existing shareholders, andinistaie the Subscription Agreement on the mutually
understood terms between the Company and Richaiothe Subscription Agreement Variation was agreed on 9 January 2012 such that, inter al
the Proposed Open Offer and the Amended Subscription Agreement timetable were harmonised. As consideration for varyings thé ttee
Subscription Agreement, theompany separately varied the terms of the Subscription Warrants such that the warrants were capable of exercise
31 December 2014. All other terms remained the same. In addition, the Company issued Richmond with the Fees warra@@90eéingrrats

over new Ordinary Shares asimbursement for legal fees incurred in connection with the Subscription Agreement at the contractually agreed rg
of four warrants per £1 of expenses incurredi §jciodohewWai vahts'w) it hl
to obtain the funds from the Proposed Open Offer / Subscription Agreement in the timeframe initially contemplated, the €@ngarichmond
separately entered into the Loan as more fully described in 2dtéAt the date of the Subscription Agreement Variation, the Company and Richmon
anticipated that the Proposed Open Offer would be completed during February 2012.

The Amended Subscription Agreement is classified as a derivative financial instrument underRi&ri2%al Instrumentsecause it is a Company
put option over Ordinary Shares which may result in the issue of a fixed number of new Ordinary Shar€oimpaey for a variable amount of US$
functional currency cash. Due to the short time period anticipated between the Amended Subscription Agreement being ptteyadiJanuary
2012 and the anticipated Proposed Open Offer completion date of no later 28aFebruary 2012, the fair value of the instrument at inception was
determined at its intrinsic value measured at the difference between the Subscription Price and the market price of thea @mpa Or di n a
on 9 January 2012 of 15.7 pence mulédliby the number of Subscription Shares and converted to US$ at the US$:GBE exchange rate on the da
1.5419. The fair value determined was $2,523,000 which was recorded as a derivative financial asset and a capital odntrbiRichmond in its
capacity as a shareholder in the Company at that date (refer to 26t8.9.

Effective 31 July 2012, the Amended Subscription Agreement and the Total Subscripticanté/were terminated in connection with the -re
financing of the Group by Richmond and the provision of the Amended Loan, the Amended Facility and the SLF (refedYoTadair value at
that date of the related derivative asset at its intrinsic value measured at the difference between the Subscription dPtioe market price of the
Company’s Ordinary Shares on 31 nlmberyof SulisdigtiondShared and ebnvertednte WS$ at the US$EB
exchange rate on the date of 1.5707 was $6, 559, 000 whhmond. Theztange e |
in fair value betwee® January 2012 and 3uly 2012 of $4,036,000 was credited to profit and loss within investment revenues.

The Total Subscription Warrants are classified as derivative financial liabilities underd&&@8e the warrants are issued in GBE which is not the
functional currencyf the Company. Refer to no28.2



23.2 Derivative financial liabilities

Derivative financial liabilities represents warrants issued by the Company, or to be issued subject to certain conditipneheihich are classified
as derivative financial liabilities because the warrants are issued, or are expected be issued,vithi€B& not the functional currency of the
Company.

Warrants falling within this category were issued by 1t0Ohe( tGreo u'psSce
2010 warrants 1’ and the ‘Sept-&mbéog2eoheérwaheahSeptember 2010 warrants’
(collectively the 2010 warrants’) and once i n Apr R009addSkgtembetr 20H. *
In January 2012 aifther 17,500,000 warrants were committed to be issued (subject to certain conditions being met) and a further 90,907swarra
were issued in connection with the Amended Subscription Agreement (being the Total Subscription Warefatsto note 23.1). A further
1,196,589 warrants were issued in March 2013 in connection with the EFF entered into between the Company and Darwin ruar382B&B as

more fully described in Business review s e ctialireocognitianfof the 2609 viairants, 201® r
warrants and 2011 warrants, the fair value of the wa randaetdrded witkins
derivative financial liabilities. Upon initial recognition of fieo t a | Subscription Warrants, the warran

a reduction in the deemed capital contribution from Richmond arising from the recognition of derivative financial assetsteetdhe Amended
Subscription Agreentg. Upon initial recognition of the 2013 warrants, the initial fair value of $12,000 was expensed to profit and lossanitie fin
costs. At each reporting date the fair value of the warrants is measured, with changes in the fair value of the warradesi riecprofit and loss
within finance costs. At each exercise date, the derivative liability fair value of the warrants exercised is recordesharéhpremium account. The
warrants do not create any obligation on the Company other than to deliver @mndiBhares in the Company for a fixed price (360p per Ordinary
Share for the September 2009 warrants subsequent to the Share Consolidation, 200p per Ordinary Share for the 2010 amtaR€ $ulaequent

to the Share Consolidation, 25p per Ordinary SHarethe Total Subscription Warrants and 2p per Ordinary Share for the 2013 warrants), at th
option of the holder, for 18 months from the date of issuance of the September 2009 warrants, 2 years from the date o€is$uhe September
2010 warrants, util 31 December 2014 for the Total Subscription Warrants and until 27 February 2016 for the 2013 warrants. The warraints do
therefore expose the Company or Group to any risks, other than fair value risks, as at the balance sheet date. The SXjfi@mberants expired
unexercised in April 2011; the 2010 warrants and the 2011 warrants, which could have resulted in the issue of resp&a®;6801and 248,829
new Ordinary Shares in the Company expired unexercised in September 2012. The Total Bubstdptants were terminated by mutual
agreement with Richmond effective 31 July 2012 as part of tH:escing of the Company by Richmeenad the provision of the Amended Loan, the
Amended Facility and the SLF (refer to n@®. As at 31 May 2013, the only warrants outstanding which fall within the category of derivativ
financial instruments are the 2013 warrants.

Movements in the number of Ondary Shares that could be issued if outstanding warrants are exercised are as follows:

Total
2009 2010 2011 Subscription 2013
warrants warrants warrants Warrants warrants Total
No. No. No. No. No. No.
At 1 January 2011 468,750 1,945,883 - - - 2,414,633
Issued in the period - - 248,829 - - 248,829
Exercised in period - (275,253) - - - (275,253)
Expired in the period (468,750) - - - - (468,750)
At 31 December 2011 - 1,670,630 248,829 - - 1,919,459
Issued in the period - - - 17,590,907 1,196,589 18,787,496
Terminated in the period - - - (17,590,907) - (17,590,907)
Expired in the period - (1,670,630) (248,829) - - (1,919,459)
At 31 May 2013 - - - - 1,196,589 1,196,589
Movements in the fair value of the warrants derivative financial liability are:
17 month 12 month
period period
ended 31 ended 31
May December
2013 2011
USs$000 US$000
At beginning of period 12 3,218
Fair value on initial recognition recorded to profit and 18s 12 -
Fair value on initial recognition recorded to equity (n@&3.9 1,162 446
Change in fair value recorded to profit and 18%s (1,184) (3,092)
Credited to the Share premium account on exercise of warrants - (560)
At end of period 2 12

@ The total credit to profit and loss for derivative financial liabilities of $1,172,000 (12 months ended 31 December 2t1$3€@2,000) comprises thes

two items (notell).



The fair value of warrants at the relevant period ends has been determined using a Black Scholes valuation model vdtitigeifgduts:

At 31 May At 31 December
2013 2011
2013 2010 and 2011
warrants warrants
Weighted average share priee3BP pend® 0.47 16
Weighted average exercise priceGBP pendd 2 200
Expected volatility’ 92% 143%
Riskfree rate 0.28% 0.41%
Expected dividend yield 0% 0%
US$/GBP exchange rate 1.53 1.55
Fairvalue per warrant-US Cents 0.2 0.6
Fair value of warrants US$000 2 12

1)

The weighted average share price and weighted average exercise price for the 2010 and 2011 warrants have been adjesBtthfer@onsolidation.
@

The volatiitya s sumpti on has been determined based on the historic vabroraali
volatility where appropriate.

24. BORROWINGS

During the 17 month period ended 31 May 2013, the Group obtaineddgé88&minated loan funding provided by Richmond as Lender under three
loan agreements, namely the Loan, the Facility and the Secured Loan Facility, details of which are provided below.

24.1 The Loan

The Loan was provided to the Company on 10 January 2012 and was repayable on the earlier of the completion of the Prepd3#dr@y the
Company or 31 December 2012. The Loan amount was $6,800,000, it was unsecured and-inesestrbearing if it wa repaid by 31 December
2012. In consideration for the provision of the Loan, the Company granted Richmond the Loan Warrants being warrantsdg9e0 h@# Ordinary
Shares in the Company, exercisable at 38.853 US$ cents before 31 December 2014. bétteerhoan were varied by mutual agreement between
Richmond and the Company as part of thdirancing of the Group such that the Amended Loan carried an annual interest rate of 25.0% with effe
from 1 August 2012 calculated daily on an actual/360$asd matured on the earlier of 31 August 2012 and the completion of the SLF, or such lat
date as Richmond might agree. Richmond agreed to extend the maturity date for the Amended Loan to the completion offthe AhEnded Loan
carried a 30% repaymeé penalty on the outstanding balance in the event that the Company chose not to proceed with the SLF. The Loan Warr
were cancelled under the Amended Loan. The Loan was initially recorded at fair value of $6,653,000 utilising an efezesveateof 15% per
annum (being the rate of interest applicable on the Loan in the event that it was not repaid by the repayment date) anda2a8rFebruary 2012
(being the date by which the Loan was expected to be repaid from the proceeds of either thes€ddppen Offer or the Amended Subscription
Agreement (refer to not3.1) ) . The difference between the Loan pr ewasssatislied mpatdy v
the issue of the Loan Warrants with a fair value of $115,000 and in part by a deemed capital contribution from Richm@n@0of $®te26.3.9.

The cash amount repayable on the Amended Loan as at 23 November 2012 when it was settled from the initial proceeds dranwdeddinae SLF
was $7,343,000. The finance cost charged on the Loan and the Amended Loan was $690,000 of whichrg&t8daDinterest accruing under the
Amended Loan and $147,000 related to the amortisation of the initial fair value adjustment to the Loan carrying value.

24.2 The Facility

The Facility was provided to the Company on 11 May 2012 and was repayable oy 301IThe Facility was initially for up to $10,000,000, it was
unsecured, carried an interest rate of 24% per annum calculated daily on an actual/360 basis and the arrangement Fe&06f 061 July 2012
the terms of the Facility were varied by mafiagreement between Richmond and the Company as part of Hieaacing of the Group such that the
available balance on the Amended Facility increased to $16,000,000, the interest rate increased to 25% per annum andithelatatwas
extended to theearlier of 31 August 2012 and the completion of the SLF, or such later date as Richmond might agree. Richmond agreddte extel
maturity date for the Amended Facility to the completion of the SLF and further increased the amount available under tliedAfFecility to
$17,840,000. The Amended Facility carried a 30% repayment penalty on the outstanding balance in the event that the Cospany tthproceed
with the SLF. The cash amount repayable on the Amended Facility as at 23 November 2012 \aheseitied from the initial proceeds drawn down
under the SLF was $19,416,000. The finance cost charged on the Facility and the Amended Facility was $2,416,000 of7é0i¢6 fdghed to
interest accruing under the Facility and $840,000 related toattm@rtisation of the Fee and legal expenses incurred in connection with the Facility.

24.3 The Secured Loan Facility

The Group, through HAMCM, entered into the SLF on 22 November 2012. The SLF was for a principal amount of up to $4@g24%0Q0Gth
separate facilities for the payment of legal fees and transactional costs and for the capitalisation of interest, fees arsgd®xp26,900,000 of the
principal amount was allocated for the refinancing of the Existing Facilities (i.e. the Amended Loaea Antktided Facility) of which US$26,759,000
was drawn down on 23 November 2012 when the Existing Facilities were settled and US$141,000 was cancelled in accorttentarmttof this
facility. The balance of US$15,345,000, being new funds, could bendfewn in agreed tranches (subject to certain conditions being met) and was
available for varying periods depending on which tranche was being utilised. $9,680,000 of the new funds was drawn dewdrbypt until 22



March 2013. A further facility of po $1, 200, 000 was available for the payment of
$707, 000 was wutilised. This facility excluded the Group’s |l egal

Interest on the SLFcarued on a daily basis at a rate of 25% per annum and was payable quarterly in arrears, commencing 31 March 2013. Inf
accrued during 2012 was added to the principal balance of the SLF on 31 December 2012 in accordance with its termpaynterestould be
deferred and capitalised (subject to the Company not being in breach of the terms of the SLF) for up to ten quarterbdurinftac i | i t i e ¢
Company’s request, commencing on the qu a raltcearge ¢f 8%l of the oBtdtandihg bataince ¢f hel
SLF at the end of each quarter in which a deferral was requested. Interest charged on the SLF between 22 November 20M@rein@@23 was
$2,989,000 and no interest deferral fees were charged. The St Bukgect to arrangement and loan fees totalling $1,896,000 which were added fc
the principal balance of the SLF on the first drawdown (i.e. 23 November 2012).

The capital, deferred interest, fees and other outstanding amounts on the SLF were dupdpment on 31 December 2016. Any prepayment of the
amounts due would be subject to a 30% prepayment fee.

HAMCM was the holding company for the Group’s oper at i hegpdeswashgsantatli a
securty interests (e.g. mortgage, charge, lien or pledge, as appropriate depending on the type of asset, location of the agsetdantipn of
incorporation) over substantially all of the assets of HAMCM and its subsidiaries. In addition, the Lendentegissgieurity interests over the entire
issued share capital of HAMCM and the bank accounts of the Group, including those held by the Company and other sulrgidiaigs awot
directly controlled by HAMCM.

The SLF contained a number of covenants reggrttie operational, financial, corporate and legal status of the Group, as well as terms relating to t
payment of interest and capital sums due wunder t he SLwhich th dimarcialg
covenmts were to be tested was to be updated for the act ualringnhes u
Covenant Grace Period, no Default would be deemed to have occurred as a resultafmplience with the financial covenss, although HAMCM
was still required to assess on a forecast basis whether it would require additional funds over and above the amountsgémbédrawn on the
SLF and provide a compliance certificate confirming whether this was the case to thei,end Accor di ngl vy, if HA MC
increased and the Group was unable to find additional sources of finance then Default was still possible during this Goseedriod. Following

a detailed revision to tlateJaanoang éady Féboare20E8sHAM@M wad unableitoopnovide nhe complianc
certificate for the month of January 2013 by the required date of 10 February 2013 and HAMCM entered into Default onetha@hidadetailed
revision to forecast productiotevels was completed following lower than budget production levels in December 2012 and January 2013 wt
reflected a combination of factors including, but not limited to:

1. unreliable electricity supply;
2. adverse weather conditions experienced in the ragegason in Mozambique;
3. new customs regulations that delayed the import of goods and equipment into Mozambique and consequently the deliverysafrpeces
materials to the Marropino Mine;
4. the relatively low recovery rates in the new processing plant;
5. frequent shutdowns of the new and old processing plants at Marropino while remedial work was carried out, such work bigidg bel
schedule; and
6. the relatively low grade of ore available for processing in these months, and expected in future months.
The Lendr and the Group worked extensively to address the factors leading to the Default to assess whether any solution couid béittu
would enable HAMCM to stay within the terms of the SLF, or for those terms to be relaxed. In the situation that Defandit wemedied (in
accordance with the terms of the SLF), then the Lender had the right to demand immediate repayment of all monies owebtleuStl€r and an
additional charge of 30% of the total amount then outstanding under the SLF would arise. Nawlatiten could be found to the factors causing the
Default and accordingly, on 15 March 2013, the Lender served notice on HAMCM for repayment (by 22 March 2013) of thengustemahts
under the SLF while also enforcing the security interests avaitabite An early repayment fee arose of $12,609,000 with the total amount due for
repayment under the Secured Loan Facility totalling $54,640,000 due by 22 March 2013. The Group was unable to raissdhe foedssto repay
the SLF and as aresult okth enf or cement of Defaul t, HAMCM and its subsidiarie:
report entitled ‘Business review' ) for further details).

The SLF included other terms which were subject to Ordinary Shareholder apar@vgeneral meeting of the Ordinary Shareholders, or Preference
Shareholder approval at a class meeting of the Preference Shareholders, principally relating to (1) the terms under sthitdirggubalances on the
SLF could be converted into Ordinarya&s of the Company, (2) the terms under which, in an event of Default, 95% of the ordinary shares
HAMCM could be sold to the Lender for the amount outstanding on the SLF at that date, with a put option available to pheGaazall option
availableto the Lender, over the remaining 5% of the ordinary shares of HAMCM exercisable at respectively $1,000,000 and $1,80@3)0bea
deferral of the cash payment of the CRPS Dividend and capital on the CRPS until 1 January 2017. Failure to @otssdahe $hareholder approval
for these terms would have resulted in additional fees totalling up to 40% of the outstanding balance of the SLF at ¢fi¢héatelevant meetings.
The necessary meetings were not haihgaircdansdeing cemitied td Shdreroldes erfidaacdrdinglypthese
matters were neither approved nor rejected by Shareholders and no such fees arose.



25. PROVISIONS
25.1 Short term provisions

Movements in the short term provisions were:

Taxation Other Total

provisions provisions Provisions

USS$000 US$000 US$000

At 1 January 2011 221 124 345
Charged to profit and loss 222 - 222
Reclassified from Current tax liabilities 19 19
Payments made in the period (42) - (42)
Foreignexchange loss 31 - 31
At 31 December 2011 451 124 575
Charged / (released) to profit and loss 217 - 217
Reclassified from other current liabilities - 41 41
Adjustment for discontinued operations (660) (123) (783)
Foreign exchange loss (8) (1) (9)
At 31 May 2013 - 41 41

Taxation provisions represented probable taxation liabilities and penalties arising in the Mozambique operations whicdsasetsded during the
period and were subsequently transferred to the purchaser ofHAeMCM Group.

Other provisions represent liabilities arising from contractual arrangements of the Company under which the Company i poligations to
indemnify the third party against costs or losses incurred. $123,000 of such provisions weaseckin the period as more fully described in
notes4.1.2and31.2 The Company anticipates that any cash outflow arising from short term provisions will be realised in 2013 and 2014 but rem
optimistic that part, or all, of the short term provisions will not result in cash outflows for the Company and may be haittén future periods.

25.2 Long term provisions
31 May 31 December
2013 2011
US$000 US$000
At beginning of period 281 269
Unwinding of discounted amount 15 12
Adjustment for discontinued operations (296) -
At end of period - 281

Theprovision related to the anticipated costs to be incurred in rehabilitating the open pit and surrounding area at Marrop@thermineral ore
body had been fully exploited. The Group no longer retains any obligations for these rehabilitation cosisdaitenoss of control of HAMCL.

26. SHARE CAPITAL, RESERVES, CALL OPTIONS OVER EQUITY, CAPITAL RISK MANAGEMENT AND NET CAPITAL DISTRIBUTION

26.1 Share capital

31
31 May December
2013 2011
£ £
Authorised
3,000,000,000 Ordinary Shares of £0.008 each (2011: 212,500,000 Ordinary Shares of £0.00€ 24,000,000 1,700,000
7,000,000 Preference Shares of £1.00 each (2011: 7,000,000 Preference Shares of £1.00 eac 7,000,000 7,000,000
31,000,000 8,700,000
£000 £000
Issued, called up and fully paid
157,689,658 Ordinary Shares of £0.008 each (2011: 119,658,819 Ordinary Shares adthp08 1,261 957
1,028,075 Preference Shares of £1.00 each (2011: 1,028,075 Preference Sharesedd1).00 1,028 1,028
2,289 1,985
Details of changes in the Company’'s capital structure Gompaguent

Shares and the creation of a new category of Deferred Shares, are included B2note



26.2 Ordinary Shares
26.2.1 Rights

The Company has one class of Ordinary Shares which carry no right to fixed income. Each Ordinary Share carries ¢he rgke it the general
meetings of the Company.

26.2.2  Share Consolidation

On 11 March 2011, the Company completed the Sidaeen s ol i dati on being the 20:1 share consol
into £0.008 Ordinary Shares.

26.2.3  Shares in issue

The table below presents a reconciliation of the ©otonplaviargh 2011 @e d i
number of Ordinanghares has been adjusted for the Share Consolidation and is presented at the post consolidation amounts:

17 month period ended 31 12 month period ended 31
May 2013 December 2011
Issue price Issue price
No. GBp No. GBp
New Ordinary Shares issued for cash:
September 2010 Additional Subscriptiefrinal tranche - - 497,658 132
August 2011 Placing - - 73,600,000 25
Share options exercised - - 172,250 80
Warrants exercised - - 275,253 200
EFF drawdown 38,000,000 1.25 - -
New Ordinary Shares issued for services including bonus shares 30,839 40.00 735,597 23to 238
Redemption of CRPS including CRPS Dividend outstanding - - 19,157,409 25
Ordinary Shares issued in the period 38,030,839 94,438,167
At beginning of period 119,658,819 25,220,652
At end of period 157,689,658 119,658,819

Details of new Ordinary Shares issued subsequent to the period end are proviuete BP.

26.2.4 Allotment authorities

Pursuant to the allotment authorities granted to the Directors subsequent to the period end at the 2013 EGM, the Dirertoasitiverised to allot
up to 600,000,000 new Ordinary Shares free from-gmeption rights. As at the date of this report, 14,5472%2ew Ordinary Shares and 8,676,790
new warrants over Ordinary Shares have been issued by the Company from these allotment authorities. Further detailslackipnoe 32.

26.3 Preference Shares

26.3.1 Rights

The Company has one class of Preference Shares which carry the right to a fixed preferential dividend at a percentagerate pdetermined by
the Board at the date of issue and payable in preference todarigend in respect of any other class of shares. The Board may provide that differer
preferential dividends apply to different Preference Shares; in such an event all Preference Shares will be treated dghensaame class. Other
than for the preferace dividend the Preference Shares do not confer any further rights of participation in the profits of the Company.

The Preference Shares do not carry voting rights at the general meetings of the Company, except in circumstances wtsineshebthaneeting
includes consideration of a resolution which directly or adversely varies any of the rights attached to the Preferenceitshereh case the

Preference Shareholders may vote in respect of such a resolution.

On winding up of the Company or otheeturn of capital, the assets of the Company will be applied to repaying holders of the Preference Share:
priority to holders of the Ordinary Shares.

Preference Shares may be redeemed by the Company under the terms of redemption of the Prefereasal&@amined by the Board at the date
of issue, or as amended by resolution approved at a meeting of the relevant Preference Shareholders.

Preference Shares may be converted into Ordinary Shares of the Company under the terms of conversion ofrdre®®iares determined by the
Directors at the date of issue, or as amended by resolution approved at a meeting of the relevant Preference Shareholders.

26.3.2  Preference Shares in issue

The table below presents a reconciliation of the Company’'s CRPS



17 month period ended 31 12 month period ended 31

May 2013 December 2011

Price GBp Price

No. No. GBp

March 2011 Placing of CRPS - - 2,822,290 263.1

Redemption of CRPS - - (1,794,215) 263.1
Movement in Preference Shares in the period - 1,028,075

At beginning of period 1,028,075 -

At end of period 1,028,075 1,028,075

Further details on the CRPS are provided in r&2eAs discussed more fully in no82.4, on 24 July 2013 the terms and conditions of the CRPS were
amended to permit the Company to discharge its obligations in respect of the CRPS, including the CRPS Dividends duthet!8pegi
Redemption. The Company intends to redeem the outstanding CRPS through the Special Redemption by the end of August20&8t Eubize
Special Redemption, the Company will have no further obligations in respect of the CRPS.

26.3.3 Reserves
26.3.3.1 Shares to be issued reserve

As at 31 May 2013 the Company had obligations to deliver 51,425 Ordinary Shares (31 December 2011: 133,689 Ordinary@hereitectors

and employees in consideration for services rendered with a fair value at the date the seweresendered of $13,000 (31 December 2011
$46,000). The compensation expense for the services received was included in profit and loss for the year ended 31 Déte&mibidr the related
obligation recognised i n t amentsirBthiereserge intthe 17bneonth perod ended 31 Mays2013 velate to bhare:
issued in the period against obligations as at 31 December 2011, or extinguishment of the obligations through mutual agrétmie
counterparty to whom the Ordinary Sharevere due.

26.3.3.2 Convertible redeemable preference shares reserve

The CRPS issued by the Company during the year ended 31 December 2011 include an equity compord)t (ratefair value of the debt
component and associated embedded derivatives was determined at the date of issue and recorded within liabilities, with/theef of the equity
componentreor ded directly to equity in the ‘Convertible redeemamline pi
Ordinary Shares, amounts relating to the converted CRPS contained in the Convertible redeemable preference share reselagsified to the
Share premium account. Upon redemption of the CRPS, amounts relating to the redeemed CRPS contained in the Convesrilte sreies
reserve will be extinguished.

26.3.3.3 Merger reserve

The merger reserve was created when the Company ieedjil 00% of the issued Ordinary Share capital of HAMCJ under the terms of thdshare
share agreement signed on 11 January 2007. The transaction was accounted for as a reverse takeover.

26.3.3.4 Translation reserve

For the purpose of presenting consolidated & n c i a | statements, the assets and liabilitie:
rates prevailing at the balance sheet date. Income and expense items are translated at the average exchange rates fod thlpes exchange
rates fluctuate significantly during that period, in which case the exchange rates at the date of transactions are usedekliffeeances arising are
taken to the *“Translation reserve’. The Trarslodt icomtrrederovfe awds
companies with functional currencies other than US$.

26.3.4 Call options over Ordinary Shares
Call options over Ordinary Shares represent instruments issued by the Company which may result in the Compa®rdssaipdShares, such as
warrants, share options and CRPS. Where these instruments were issued prior to the Share Consolidation, the conversibthéemssruments

have been altered to require the conversion of 20 instruments to acquire one new ®rd@hare in the Company.

The following table summarises the principal terms under which Ordinary Shares of the Company could be issued in rgsii@es,ofvarrants,
bonus shares and CRPS outstanding at 31 May 2013.



Number of Number Weighted

Ordinary  exercisable at average
Shares period end exercise price
adjusted for adjusted for adjusted for
Share Share Share Expiry
Consolidation  Consolidation  Consolidation Date Comments
Options issued by employee sha 51,184 51,184 50,000 at 2017 None
option plans in 2007 £23.00
1,184 at
£0.008
Options issued by employee sha 6,180 6,180 £23.00 2018 None
option plans in 2008
Options issued by employee sha 81,953 81,953 £3.20 2019 None
option plans in 2009 1
Options issued by employeshare 172,250 172,250 £0.80 2013 None
option plans in 2009-2
Options issued outside of the shat 100,000 100,000 £0.80 2016 None
option plans-2009
Warrants 2009- 1 579,298 - £0.80 2016 Share price to reach £5.00 on a 30 d
moving average for thewarrants to be
exercisable.
Warrants 2009- 2 56,500 56,500 £0.80 2016 None
Bonus shares 2009 150,000 - - No Share price to reach £3.00 on a 30 d
expiry moving average for the bonus shares
vest.
Options issued by employee sha 100,000 100,000 £0.80 2019 None
option plans ir2010
Options issued outside of shar 97,120 97,120 £1.08 2017 None
option plans-2010
Warrants 2011 3,966,137 3,966,137 £0.25 2013 None
Options issued by employee sha 230,000 230,000 £0.28 2018 None
option plans in 2011
Options issued outside of shar 97,120 97,120 £0.27 2018 None
option plans in 2011
Options issued by employee sha 125,000 75,000 £0.16 2021 and None
option plans in 2012 2022
Warrants 2013 1,196,589 1,196,589 £0.02 2016 None
Convertible redeemable preference 1,028,075 1,028,075 $4.218 2015 Subject to Jersey Law, the CRPS w
shares redeemable by the Company in cash in Ay

2016 if the instruments were not converte
into Ordinary Shares prior to this date. /
discussed more fully in note2.4 the
Company expects to redeem the CRPS
the end of August 2013 through the issue
approximately 172,237,38(ew Ordinary
Shares pursuant to the Special Redemptio

8,037,406 7,258,108

26.3.5 Capital risk management

The Group manages its capital to ensure that entities in the Group will be able to continue as going concerns. Theddisitterghat the capital
structure of the Group consists of tneddoseompany’'s Ordinary Shares

The Group’s Board of Directors reviews the capital rectorsaorsidessrthe costh e
of capital and the risks associated with each class of capital.

26.3.6  Net capital distribution

As discussed more fully in not@8 and 24.1, the initial recognition and subsequent termination of the Amended Subscription Agreement and th
Total Subscription Warrants, and the initial recognition of the Loan and the terminatidredfdan Warrants include elements which are accounted
for under IFRS as transactions with Richmond in its capacity as a shareholder at the time. The net capital distrimgi@roarigiese transactions in
the period is derived as follows:



Uss$000

Capital contribution arising on initial recognition of the Amended Subscription Agreement 2,523
Capital distribution arising on initial recognition of the Total Subscription Warrants (1,163)
Capital contribution arising on initial recognition of thean 32
Net capital contribution arising on initial recognition of the above items 1,392
Capital distribution arising on termination of the Amended Subscription Agreement (6,559)
Capital contribution arising on termination of the To&lbscription Warrants 1
Capital contribution arising on termination of the Loan Warrants 115
Net capital distribution arising on termination of the above items (6,443)
Net capital distribution in the period 5,051

These transactions have wash impact on the Company or Group and the net capital distribution in the period offsets amounts credited to profit a
loss (within finance income / expense) during the current reporting period.

27. SHARE BASED PAYMENTS

A summary of all options, warrants and other call options over Ordinary Shares in the Company is provide@®3wt8ubsequent to the Share
Consolidation, theconversion or issue terms of all options, warrants and bonus shares were adjusted to require twenty options, warrantssor bo
shares to be exercised to acquire one Ordinary Share in the Company. All amounts presented in this note reflect the MDmimaryfShares that
could be issued if the options, warrants or bonus shares are exercised, or become exercisable.

27.1 Equity-settled share options and warrants

The Company has a share option scheme for all employees of the GthepShare Plan. Until June 2009, options were granted to employees an
certain Directors, exercisable at a price equal eston thd 30 daysapreeedirmgdhe
date of grant. Generally the options were granted annually with vesting over one, two, three and four years, subjectinopcedaction related
performance criteria being met, and the employee remaining in continued eynpéat with the Group. Subsequent to June 2009, options have been
granted on an ad hoc basis to certain employees and Directors of the Group at the recommendation of the Chairman orcGtivef BRecer. If the
options remain unexercised after a periofiten years from the date of grant the options expire. Options are forfeited if the employee leaves th
Group before the options vest, unless certain conditions apply. On the retrenchment of staff, options vest in full immediatel

The Group alsissues options under the terms of the Share Plan which do not have performance conditions, and have either no servioe geriod
service period of up to two years. These options are granted to Directors and key management.

Further options and warrants ev Ordinary Shares in the Company are issued to Directors for services rendered and certain service providers. T
instruments are not granted under the terms of the Share Plan.

In the year ended 31 December 2007 the Company issued options to a Diteiogh the EBT. No options have been granted by the EBT sinct
2007.

27.2 Charge in the period

The total charge recorded in profit and loss for share based payments in the 17 month period ended 31 May 2013 was 216@@hglkended 31
December 2011: $73@00), of which $29,000 (12 months ended 31 December 2011: $648,000) relates to continuing operations and credit $13
(12 months ended 31 December 2011: $86,000) relates to discontinued operations. No further amounts were recorded forsskapayaets in

the current period. In the prior period, a further $50,000 was recorded to Property, plant and equipment, $717,000 wasl ¢battye Share
premium account and $252,000 was recorded as issue expenses for the CRPS and allogatedoetereen the caying value of the equity and
liability components of these instruments (refer to n@&8a).

Of the amount charged to profit and loss in the current period, $2®,02 month period ended 31 December 2011: $266,000) arises from shar
options issued to certain employees and Directors of the Group under the Share Plan (2011: arises from the issuanceputfosisate certain
employees and Directors of the Group, @ndhe Share Plan, or through options outside of the Share Plan or through the issuance of warrants o
Ordinary Shares to third party suppliers under service agreements). The remaining $13,000 credit (12 months ended 31 Reteémtiarge of
$468,000)arose on the write off of obligations to deliver Ordinary Shares to Directors existing as at 31 December 2011 (12 moutt&l ende
December 2011: Ordinary Shares issued to Directors asssgmanthonasest u
salary payments made in Ordinary Shares under employment contracts or payments made in Ordinary Shares under servicesayose i
party suppliers). The amount charged to Property, plant and equipment in the prior period retateayments made in Ordinary Shares under
service agreements from third party suppliers. The number of Ordinary Shares issued in these cases is determined basedtracthal amounts
due, and relevant mar ket pr i ¢ desamdunt recotdédes therefare thencyritractuaDamduntndaer. The Sriount
charged to the Share Premium account of $717,000 in the prior period and the amount recorded as issue expenses for i #26RP®aelated

to the issuance of warrants over Ordin&ares to third party suppliers under service agreements.



27.3 Summary of share options, warrants and bonus shares accounted for as share based payments

Details of the number of Ordinary Shares that may be issued to satisfy share options, warrabtsnasdshares which are accounted for as share
based payments are as follows:

Optionsm Warrants? Bonus Shares®

Weighted Weighted Weighted

average average average

exercise exercise exercise
price price price Total
No. GBP No. GBP No. GBP No.
At 1 January 2011 908,597 257.6 1,035,796 122.5 150,000 - 2,094,39:
Granted in the period 402,120 27.9 4,151,805 33.0 - - 4,553,92¢
Lapsed in the period (15,704) 821.3 - - - - (15,704
Terminated in theperiod (102,825) 92.1 - - - - (102,825
Exercised in the peridd (172,250) 80.0 - - - - (172,250
At 31 December 2011 1,019,938 205.0 5,187,601 50.1 150,000 - 6,357,53¢
Graned in the period 150,000 13.0 - - - - 150,000
Lapsed in the period (8,450) 310.0 (585,666) 194.2 - - (594,116)
Terminated in the period (100,681) 23.4 - - - - (100,681)
At 31 May 2013 1,060,807 194.2 4,601,935 25.8 150,000 - 5,812,742

@ As at 31 May 2013, options over 716,567 new Ordinary Shares (31 December 2011: 675,698) are in issue by the Shar® R&nDga@tber 2011: 50,00(

are in issue by the EBT aR€4,240 (31 December 2011: 294,240) are in issue outside of these schemes. The expense recorded in profit and lossldul
month period ended 31 May 2013 for share options was $29,000 (12 months ended 31 December 2011: $41,000).

Warrants were awarded in 2010 and 2011 to the Comp a n yplasinglofrOodiay Sharea ¢
CRPS in the Company and have no future service or performance conditions. The fair value ofvairamt¢y awarded during 2011 was $1,194,000, of wh
$717,000 was expensed to the Share premium account, $252,000 was allocateaigpto the liability and equity components of the CRPS (i&&eand
$225,000 was expensed to profit and loss.

450,000 bonus shares were issued in 2009 as turnaround incentives to Barons Financial Services Limited and Ekasurte Lbonitesl sfiares vest in equi
tranches of 18,000 (100,000 bonus shares to Barons Financial Services Limited and 50,000 bonus shares to Ekasure Limited) if teeaftthee @ompany
achieves a 30 day moving average of 120p, 200p and 300p. 150,000 bonus shares vested during 2010 when thSl@nainaice of the Company reacht
200p on a 30 day moving average. The compensation expense for bonus shares was expensed in full during 2009

Ordinary Shares were issued on the exercise oSharesphicgwas265pendce.ons on 2

)

[©)

)

Details of exercisable share options, warrants and bonus shares which are accounted for as share based payments ase as follow

Options Warrants Bonus Shares
Weighted Weighted Weighted
average average average
exercise exercise exercise
price price price Total
No. GBP No. GBP No. GBP No.
At 1 January 2011 755,937 273.6 456,498 176.4 - - 1,212,435
Granted in the year 102,120 324 4,151,805 33.0 - - 4,253,925
Vested from prior
years 50,000 80.0 - - - - 50,000
Terminated in the year (25,000) 80.0 - - - - (25,000)
Exercised in the year (172,250) 80.0 - - - - (172,250)
At 31 December 2011 710,807 279.1 4,608,303 47.2 - - 5,319,110
Granted in the period 75,000 13.0 - - - - 75,000
Vested from prior
periods 225,000 26.3 - - - - 225,000
Lapsed in the period - - (585,666) 194.2 - - (585,666)
At 31 May 2013 1,010,807 203.1 4,022,637 25.8 - - 5,033,444




The outstanding and exercisable options, warrants and bonus shares that are accounted for as share based paymentstcoulderéssie of new
Ordinary Shares at the following prices:

Total Exercisable
31 May 31 December 31 May 31 December

2013 2011 2013 2011

Price — GBp Expiry No. No. No. No.
2,300 2017 56,180 56,180 56,180 56,180
310 2019 81,953 91,084 81,953 81,953
210.5 2012 - 168,985 - 168,985
190 2012 - 399,998 - 399,998
130 2017 29,280 45,963 29,280 45,963
103 2017 72,840 72,840 72,840 72,840
80 2016-2019 1,008,048 1,008,048 428,750 428,750
27.4 2018-2021 247,120 297,120 247,120 97,120
25 2013 3,966,137 3,966,137 3,966,137 3,966,137

24.2 2021 75,000 100,000 75,000 -

16 2021 100,000 - 50,000 -

7 2022 25,000 - 25,000 -
0.8 2017 1,184 1,184 1,184 1,184

0.00 None 150,000 150,000 - -
5,812,742 6,357,539 5,033,444 5,319,110

Thefollowing instruments have been issued during the current and preceding financial periods:

Exercise Total fair value at
Expiry price grant date
Grant date date GBP Number US$000
17 month period ended
31 May 2013:
Share Plan-Issue 12 24 March 2012 2022 7.0 50,000 3
Share Plaa-Issue 11 1 January 2012 2021 16.0 100,000 13
150,000 16
12 month period ended
31 December 2011:
Share Plaa-Issue 10 5 September 2011 2021 24.2 100,000 23
Share PlarIssue 9 19 Augus011 2021 27.4 200,000 62
Share Plarissue 8 1 August 2011 2021 130.0 5,000 7
Other—Issue 4’ 19 August 2011 2021 27.4 97,120 23
August 2011 placing warrarits 25 August 2011 2013 25.0 3,966,137 942
April 2011 CRPS placing warré&hts 11 April 2011 2012 210.5 168,985 252
January 2011 warrarit3 1 January 2011 2012 130.0 16,683 24
4,553,925 1,333
@ These instruments have no performance conditions and the total fair value was recorded in the year of grant.

The fair valuef options and warrants granted has been determined using a Black Scholes valuation model with the following inputs:

Share Plan Share Plan
—issue 12 —issue 11
Weighted average share prieeGBp™® 7.0 16.0
Weighted average exercise pric&Bp® 7.0 16.0
Expected volatility %67 113.2 104.2
Expected life-years” 2.5 2.0
Risk free rate % 0.50 0.33
Expected dividend yield% - -
August April 2011
2011 CRPS January
Share plan Share plan Share plan Other— placing placing 2011
—Issue 10 —Issue 9 —Issue 8 Issue 4 warrants warrants warrants
Weighted average share prieegGBp™® 24.2 27.4 130.0 27.4 25.0 237.6 130.0
Weighted average exercise prie&Bp® 24.2 27.4 130.0 27.4 25.0 210.5 130.0
Expected volatility 967 117 116 143 114 118 71 143
Expected life-years” 2 3 2 15 2 15 2.0
Risk free rate % 0.59 0.84 0.99 0.58 0.65 1.19 0.99

Expected dividend yield% - - - - - - -




@ Where relevant, the expected |life used in the model h eostrafsierabilty, @driise
restrictions ancdbehavioural considerations.

@ The volatility assumption has been determined based applicablemdustédifos gerindsio

abnormal volatility.

Where relevant, the weighted averageh ar e price and weighted average exercise price I

Ordinary Shares.

[©)

28. FINANCIAL INSTRUMENTS

Details of the capital risk management policy of the Group are provided in2®te the financial statements. Details of the significant accounting
policies and methods adopted, including the criteria for recognition, the basis of measuremdrthe basis on which income and expenses are
recognised, in respect of each class of financial asset, financial liability and equity instrument are disclose8.in note

This note provides further information on the financial instruments of the Group.
28.1 Financial risk management objectives

The Group manages the risks arising from its operations, and financial instruments at Board level. The Board has owasililitgsfor the
establishment and oversight of the Group’s ri sk ma pliaigsepmoeedures d&nd a
controls to manage successfully the financial risks that the Group faces.

While the Group does not have a written policy relating to risk management of the risks arising from any financial instroehénthe close
involvement ¢ the Executive Chairman in the day to day operations of the Group ensures that risks are monitored and controlled in@tasgppr
manner for the size and complexity of the Group. Financial instruments are not traded, nor are speculative positiorEhakeincipal risks that the
Group faces as at 31 May 2013 with an impact on financial instruments are summarised below. Risks which were relevaBitoigptire prior
periods and before the enforcement of HARMOGNM's® dDeéfma ulhte G deairp’ 5h
statements. Further details by class of financial instrument are described later in this note.

The Group’s key financi al mar ket risks ari se efser@xtentthe &noupessexposed tof
interest rate risk and liquidity risk.

28.1.1  Currency risk

The Group is exposed to foreign currency exchange risk mainly between the US$ and GBP. The potential currency expas\sastiare related in
respect of:

1 operating costs incurred in currencies other than the functional currency of operations; and
1 financial assets and liabilities denominated in currencies other than the US$ functional currency of all Group compagiesvies/ 2013,
such as bank balances amdde payable held in currencies other than US$.
The Group’s policy is to minimise transactional e x p oysruwhieh cashinflonsg t
and outflows are made, allowing the Group to retain fumtghe relevant currencies to create natural hedges against exchange fluctuations. Th
policy results in substantially al/l of the Group’s hea Ll mpainryg am

operations follomhng t he enf orcement of HAMCM s Def aul t -assesded the funttienal cuerenayf the f
Company and have changed it from US$ to GBP with effect from 1 June 2013. The Directors also expect that the presematiprofcthe
Company and Group will be changed from US$ to GBP with effect from that date.

28.1.2  Credit risk

The Group principally has exposure to credit risk on its bank balances. Where possible, this risk is managed througbtitime afebank
counterpartiesbased on the financial security of the counterparty, credit assessment of customers and contractual terms and conditions
monitoring. The Group has limited risk on its trade receivables because these amounts, if recovered, are due to Richmahd tandes of the
Settlement Agreement, the obligation for which is presented in Trade and other payables. If the Group is unable to setrader ieceivables it has

no further obligation to Richmond.

28.1.3 Interest rate risk

The Group is, to a |limited extent, exposed to intemeesst rate ri sk
28.1.4  Liquidity risk

As at 31 May 2013 the Group has limited liquidity risk due to its cash and bank balances exceeding tésnsHbilities which are required or

permissible by law to be settled in cash. Details of the liquidity position of the Group as at the date of these firatecrarss, and its dependence
on future financing is provided in nog1.



28.2 Categories of financial instruments

Based on the application of the accounting policies with respect to financial instruments, the amounts included inviduet feddance sheet items
represent the following categories of financial instruments:

Fair value Financial
Loans and through profit liabilities at
At 31 May 2013 receivables and loss amortised cost Total
USS$000 US$000 Us$000 USS$000
Financial assets
Trade receivables 176 - - 176
Cash and cash equivalents 191 - - 191
367 - - 367
Financial liabilities
Trade and other payables - - 337 337
Convertible redeemable preference share dividend - - 506 506
Derivative financial liabilities - 2 - 2
Convertible redeemable preference share liability - - 3,759 3,759
. 2 4,602 4,604
Fair value Financial
Loans and through profit liabilities at
At 31 December 2011 receivables and loss amortised cost Total
US$000 US$000 US$000 US$000
Financial assets
Non-current
Other receivables 1,809 - - 1,809
Current
Trade receivables 2,527 - - 2,527
Other debtors 2,484 - - 2,484
Cashand cash equivalents 7,873 - - 7,873
14,693 - - 14,693
Financial liabilities
Trade and other payables - - 6,871 6,871
Convertible redeemable preference share dividend - - 109 109
Derivative financial liabilities - 12 - 12
Convertible redeemable preference share liability - - 3,501 3,501
- 12 10,481 10,493
28.3 Classes of financial assets and liabilities
The Group analyses its financial instruments into the following classes based on the differinguikichttihe instruments expose the Group:
Book Book
Value Value
31 May 31 December
2013 201
USs$000 US$000
Trade receivables - 2,527
Other operating assets - 4,293
Bank balances and cash in hand 191 7,873
Total financial assets 191 14,693
Shortterm liabilities 161 6,871
Warrants 2 12
Convertible preference share liabilities 4,265 3,610
Total financial liabilities 4,428 10,493




28.3.1 Fairvalue

For all classes except for the Convertible preference share liabilitiesto&ad®ok value and fair value are the same. The assumptions used by th
Group to estimate the fair values of financial instruments are summarised below:

M For ' Trade receivabl es’ , -t'edtnhelri adp d ri aafiprersuatest tshbeek alié berawsa of tikeshort |
maturities of these assets and liabilities.

T For ‘“Bank balances and cash in hand’, the fair v al ue tehdepssitsb e
exceeding one month as aaeh reporting date.

T For *“Warrants’ the fair value has been calcul ated uwinstrgmerts B I

(a maximum of 34.5 months as at 31 May 2013 and 9.5 months as at 31 December 2011). The weeraatsed at fair value and
accordingly the book value and the fair value of the warrants is the s@heefair values of the warrants are derived from inputs other than
quoted prices that are observable for warrants, either directly (i.e. as pricasdectly (i.e. derived from prices) and they are therefore
categorized within level 2 of the fair value hierarchy set out in IFRS 7.

T For ‘“Convertible preference share liabilities’ t h e ligatoon of they a |
Company at 31 May 2013 and the percentage ownership to held by the Preference Shareholders once the Company has imgiement
Special Redemption.

28.3.2 Trade receivables

The balance at 31 May 2013 comprises trade receivables from the 68lg@ c oncentr at e, |l ess the Group’s
recovered from its existing trade receivables to Richmond in accordance with the Settlement Agreement (refer RDrot@21) (the balance at 31
December 2011 comprises trade receivables from the sale ik Eancentrate). This class does not subject the Group to any risks as at 31 May 20.
because the Group has no obligation to make payments to Richmond if it is unsuccessful in recovering amounts from itscustome

Al | amounts includedare pastanddueeati 34bMay 2013 and the GroupTd
receivabl es’ other than,Xsaucn oematrryatle gt itli ttilee o@recup’'hse cTmst omer ¢
theGroup’s supply contracts and international shi ppi ng CFRasusfinea mp |
INCOTERMS 2010.

28.3.3  Other operating assets

The Group has no assets in this class as at 31 May 2013. The bal&ic®ecember 2011 principally comprised recoverable input IVA assets i
Mozambique and VAT recoverable assets in South Africa. These assets were principally subject to credit risk, the maxsurenbekpp the
carrying value of the class. Credit risloge due to changes in the credit rating of the counterparty and, where applicable, the counterpart
Government's ability and willingness to pay balances due to the

Included in the *‘Other operating aissbwilasctal alloeanee ofr$850,800 as atl81 Resemiveh2i01d.hAll
assets in the *‘Other operating assets'’ cl ass wer e ei adectobecontmied e 1
(and were derecognised) by the Groupupo t he enf orcement of HAMCM s Default wunder the

28.3.4 Bank balances and cash in hand
All amounts are carried at amortised cost, and, other than cash in hand, are interest bearing assets, with interestanages! avith counterparty

financil institutions based on commercial negotiations, reflecting the term, currency and amount of each deposit. As at 31 Mapd2313
December 2011 all bank balances were held in current accounts or deposit accounts with a maturity of less than one month.

The principal risk arising for ‘Bank balances and camauhtsubjectthceditd ’
risk is the carrying value of this class. In the current economic climate, the Group actively manaugsttiisugh the monitoring of the credit status
of the counterparty financi al institutions. As at t he' barenkel &

following banks, which are all high quality financial insiins:

31 May 31 December
2013 2011
Banker Location of funds US$000 US$000
Deutsche Bank Jersey 191 6,277
Standard Bank Mozambique - 820
First National Bank South Africa - 669
Other (including cash in hand) - 107
Total 191 7,873
‘Bank balances and cash in hand’ is also subject t ongéslndoreign carkency f
exchange rates on the carrying value of ‘' B a rakciallinstruments i the fareigh cucrensyh

sensitivity analysis below.



28.3.5 Short-term liabilities

‘*Short term liabilities’ represents trade and ot her dyedythebGroasforar
services provided in the completion of the Marropino process plant where the contractual liability wasthbyrthe Company (31 December 2011:
represents trade and other payables arising in the normal course of business and amounts due for property, plant and 8guigna¢r8l May
2013, interest is due on certain of the obligations included in this clagshvane past due at a rate of approximately $9.71 per day (31 Decembel
2011: no interest is chargeable on any of t he items intenest dnd dteed i
obligations recorded at 31 May 2013 tdtag $120,000 were settled by the Group on 20 June 2013 through the issuance of 14,547,722 new Ordir
Shares (refer to not@1).

In the financial statementsof the 12 month period ended 31 December 2011, the Sten liabilities class further included $109,000 accrued for
the CRPS Dividend due for the three months ended 31 December 2011 which was discharged in cash in January 2012. Damg®iththelisk
profile of the CRPS Dividend on the Group’s cash bal asharelshilty tldse
The comparatives have been represented accordingly.

The principal ri stesnlaadvodiidti e’ wiatrfe ‘I $Slgartdi ty ri sk and the risk
these risks is shown in the sections below respectively on liquidity risk and foreign currency sensitivity analysis hl@figotvier financial
insruments of the Group.

28.3.6 Warrants
‘Warrants’ contains warrants issued by the Company missuedhin aaurrencyc |
other than the functional currency of the Company. Further details aowiged in note23.2 The warrants do not create any obligation on the
Company other than to deliver Ordinary Shares in the Company for a fixed price in GBPeolifer ¢ii the warrants at the call of the holder.
‘Warrants’ does not therefore expose the Company or heGidaieup t o any

28.3.7 Convertible preference share liabilities

This class contains the amiised cost of the CRPS liability discussed more fully in 2»tnd the amounts accrued for the CRPS Dividend. The CRP
liability was repayablesubject to Jersey Law, in April 2016 when the CRPS matured under their original terms, at which date the principal am
repayable would have been $4,336,000. In accordance with Jersey Law, the CRPS Dividend could not be paid and accosihgippaferred

until such time as the Group could lawfully make payment (refer to 2at&). As at 31 May 2013, the Convertible preference shares liabilities clas:
therefore did not expose the Company to cash flow risks. As discussed more fully B2nbtiee CRPS obligations, including the CRPS dividend due
are now expected to be discharged in full through the issue of new Ordinary Shares under the terms of the Special Renethptiend of August
2013. As at 31 December 2011, amous r el ating to the CRPS Di wiedrerm dl iwaebriel irte peosr t ecd
accrual has been reclassified due to a change in the financial risk profile of the CRPS dividend.

28.3.8  Liquidity risk
Liquidity risk is the risk thahe Group will not be able to meet its financial obligations as they fall due.

The Group raises funds as and when required on the basis of forecast expenditure and inflows. When funding is requiredp thal&ces the
costs and benefits of equity andebt financing. When funds are received they are deposited with banks of high standing in order to obta
competitive market interest rates.

Due to the current developments in the Group and in particular (1) the transition to an Investing Compang s@&}ldment of certain obligations as
at 31 May 2013 amounting to $120,000 in Ordinary Shares subsequent to 31 May 2013 (refer2@)n¢8¢ the anticipated fliland final settlement
of the Company obligations i n r espetonaertratd sipply cORrRcS, liquadiyds at 31)Mayt2018 is
not representative of the liquidity of the Group as at the date of this report. Ghsng Concern section of the nddgrovides further information on
the planned future liquidity and the Going Concern basis of the Group.

T h e Gliabilitigs’atghe gross repayable amount are contractually due as follows:

31 May 31 December
2013 2011
Us$000 US$000
30 days 486 6,289
31to 89 days 181 -
90 to 120 days - 424
1to 2 years - 267
April 2016 4,336 4,336
Total 5,003 11,316

The table above excludes $176,000 which may become payable to Richmond in the event that the Group is successful ig essouatsrfrom its
customers (refer to note€0 and 21) because of the uncertainty in the amount and timing of such payment which will only be intite Group
receives the amounts due from its customers prior to payment.



28.3.9  Foreign currency sensitivity analysis
The Group’s foreign currency assets and I|liabilities are exposed

The following are the exchange estapplied by the Group to US$ for significant foreign currency assets and liabilities as at the reporting period en

31 May 31 December
2013 2011
GBP 0.65 0.65
South African Rand - 8.12
Mozambique Metical - 26.71
The table below illustrates the hypothetical s ens i tease inthg USS éxchanges
rate to GBP (31 December 2011: to a simultaneous 10% increase and decrease in the US$ exchange re@euth@®fcan Rand and Mozambique
Metical) at the perioee nd assuming that all/l ot her variables remain unchanged
change in the relevant exchange rates. A positive number below indicaiesraase in profit and equity.
31 May 31 May 31 December 31 December
2013 2013 2011 2011
Income Equity Income Equity
US$ strengthens by 10% (15) (15) (496) (496)
US$ weakens by 10% 15 15 601 601

The Group publishes itonsolidated financial statements in US$ and, as a result, is was also subject to foreign currency exchange transtation r
respect of the translation of the results and underlying net assets of its non US$ functional currency entities into WS@adthef translation risk is
not quantified in the table above. All such non US$ functional currency entities ceased to be controlled during the pewathfthe enforecement

of HAMCM' s Default under the terms of the SLF.

29. OPERATING LEASES

At the endof the reporting period the Group had commitments for future minimum lease payments undecamucellable operating leases, which
fall due as follows:

31 May 31 December

2013 2011
USs$000 US$000

Within one year - 146
In the second tdifth years inclusive - 28
- 174

Operating lease rentals recognised as an expense in profit and loss for continuing operations are disclosed in note
30. RELATED PARTIES

The following represents a list of the subsidiaries of the Company as at 31 May 2013, all of which are 100% owned ip:the Grou

Country of incorporation and Class of
Name operation Principal Activity shares held
Highland African Mining Company Limited Jersey Holding company Ordinary

Speciality Minerals Corporation Limited Jersey Marketing and Sales Ordinary



The following represents a list of the subsidiaries assbciated companies of the Company which ceased to be controlled, or beneficially owne

the Company following the enforcement of HAMCM' s Def awidod: under
% of
Country of incorporation Class of ownership
Name and operation Principal Activity shares held interest™ @
African Speciality Metal SP.R.L DRC Mining and trading Ordinary 50%
African Speciality Minerals Holding Limited Jersey Holding company Ordinary 100%
HAMCInvestments Limited Jersey Holding company Ordinary 100%
HAMC Minerals Limited Jersey Holding company Ordinary 100%
HAMC Project Services (Pty) Limited South Africa Support services Ordinary 100%
Highland African Mining Company Limitada Mozambique Mining Ordinary 100%
Highland African Mining Company Limited Jersey Holding company Ordinary 100%
Speciality Minerals Corporation Limited Jersey Marketing and Sales Ordinary 100%
Tantale et Niobium du Tanganika SP.R.L DRC Mining Ordinary 37.5%

(€3}

Includes direct and indirect holdings as appropriate
@

The formal disposal process of HAMCM and its subsidiary and associate companies was completed on 24 June 2013

Transactions between the Company and its subsidiaries, including those which ceased to be controlled by the Group ceiiaglfHeave beer
eliminated upon consolidation and are therefore not disclosed in this note.

Details of transactions and balarsceluring the current and prior period between the Group and other related parties are detailed below
amounts reported are the fair value of the transact iocadtoithe Group B
means of a separate company. Remuneration of key management personnel, including Directors, is showdGanotd t he Di r ect

Period ended Period ended
31 May 31 December
2013 2011
Us$000 US$000
African Speciality Metal SP.R.L (‘ASM’)
Loans provided to ASM during the peridd 2,034 -
Interest income during the period 53
Loans derecognised during the period upon Default of HAMCM uriberSLF 2,087 -
Barons Financial Services SA "
Consulting fees - 406
Fees due for the services of Mr E Kohn TD as Chairman paid in cash - 226
Bonus paid in cash - 100
Funds advanced to the Company (representing expenditure incurred c@thenpany ' s behal f
the Company) - 395
Barons Financial Services Limited ™
Fees due for the services of Mr E Kohn TD as Chairman paid in shares - 63
Barons Financial Services (UK) Limited W
Commission arising on fundraisingbrh e same terms as those provide: - 175
Fair value of warrants over no (2011: 27,583) Ordinary Shares of £0.008 issued to Barons Financial Servi
Limited on the same terms as those provided to - 41
Bridgewater Pension Trustees Ltd @
Subscription of CRPS - 160
Carey Olsen “’
Legal fees and expenses 117 751
Balance due to Carey Olsen at period end - 184
Cornerstone Capital Limited “’
Fees due for the services of Mr S Hunt as Chairman 39 -
Declan Sheeran
Consulting fee&’ a4 25
Balance due to Declan Sheeran at period end - 3
Ekasure Limited
Fees due for the services of Mr J Allan as Director 5 18
Consulting fees 112 600
Reimbursement of expenses incurred on behalf of Noventa 11 26
Interest on late payment of amounts due 1 -
Balance due to Ekasure Limited at period end 108 154

Fleming Family & Partners (Liechtenstein) AG w
Subscription of CRPS - 240



Geoser Limitada

Consulting fees 89 50
Balance due to Geoser Limitada at period end - 6
Hains Engineering Company Limited

Consulting Fees - 7
KLM Consulting Services (Pty) Limited

Hydro-geological consulting fees - 58
Richmond Master Fund Limited

Subscription of new Ordinary Shaf&s - 5,082
Loans provided to the Compafy 24,640 -
Loans repaid by the Company including interest dU& 26,759 -
Loans provided to HAMCM 39,041 -
Arrangement fees charged on loans provided to the Comﬁény 700 -
Arrangement fees charged on loans provided to HAMCM 1,896 -
Early Repayment Penalty fee on loans provided to HAMCM 12,609 -
Legal fees and expenses charged to the Company related to loans pr8‘3/ided 140 -
Legal fees and expenses charged to HAMCM related to loans provided 707 -
Interest charged on loans provided to the Comp&hy 2,119 -
Interest charged on loanzovided to HAMCM 2,989 -
Loans derecognised during the period upon Default of HAMCM under the SLF 54,640 -

@ Transactions and / or balance relate to the Company.

@ Of the consulting fees payable to Declan Sheeran, $29,500 was incurred by the Company and $14,400 by HAMCM.

@ Of the amounts advanced to ASM, $484,145 was advanced by the Company and $1,550,000 was advanced by ASMHL, a 10@¥4-sAildidiary
@ Loans repaid by the Company to Richmond were funded by the initial $26,759,000 draw down on the SLF provided to HAMCM.

® Includes $26,759,000 drawn down to repay loans provided to the Company.

In addition to the amounts reported above for the twelmeonths ended 31 December 2011, Mr F FernariBlezes subscribed for 32,000 new
Ordinary Shares, Mr G Berglund subscribed for 400,000 new Ordinary Shares, Mr J Allan (through Ekasure Limited) sub46;be@ fiew
Ordinary Shares and Mr R Fleming suibset for 1,400,000 new Ordinary Shares in the August 2011 Placing on the same terms as those offered t
subscribers in the August 2011 Placing. Mr F Fernamdezs, Mr J Allan and Mr G Berglund were Directors of the Company at that time. Mr
Flemingis a significant shareholder in the Company.

Fleming Family & Partners (Liechtenstein) AG was a related party of the Company by virtue of its trusteeship of a Gragnifitant shareholding

in the Company and of which Mr R J Fleming is a potdweiaéficiary. Fleming Family & Partners (Liechtenstein) AG has now been retired as trust
of this trust and Sanne Trust Company Limited has been appointed. Bridgewater Pension Trustees Ltd is a related p&ynplatig by virtue of

its relationship wh Mr R J Fleming, who has a significant shareholding in the Company.

Barons Financial Services SA, Barons Financial Services Limited, Barons Financial Services (UK) Limited, Carey @lsenC&mwtaletsmited,
Ekasure Limited, Geoser Limitadains Engineering Company Limited and Richmond Master Fund Limited and Richmond Partners Master Limite
related parties to the Group by virtue of common current or former directorship / employment as follows:

Related party Common Director/Employee
Richmond Master Fund Limited and Richmond Partners Master Limited Mr L Bechis (resigned 2013)
Barons Financial Services SA, Barons Financial Services Limited and Barons Financial Ser

Limited Mr E F Kohn TD (resigned 2011)
Carey Olsen Mr GColtman (resigned 2012)
Cornerstone Capital Limited Mr S Hunt (appointed 2012)
Ekasure Limited Mr J N Allan (resigned 2012)
Geoser Limitada Mr D Sheeran (appointed 2012)
Hains Engineering Company Limited Mr L Heymann (deceased 2011)

KLM Consultin@ervices (Pty) Limited is a related party of the Company by virtue of the close family relationship between Mr J Allaroamneéth
director of KLM Consulting Services (Pty) Limited.

African Speciality Metal SP.RsLa related party of the Company due the 50.0% shareholding that the Company had in that company as at 22
March 2013, the date on which the Group lost control of this company following the Default of HAMCM under the SLF. FBhef gserations of
African Speciality Metal SP.R.L are répadias an associate of the Company within discontinued operations.

Al | related party transactions are transacted on an aletmthe type efn g
transaction.
31. CONTINGENT LIABILITIES

31.1 Ta,05 supply contracts

The Group has two long term supply contracts fogGs&oncentrate, one of which was renegotiated during 2011 and one of which was renegotiate
during 2012. The supply contracts are held by SMC. ¢€lshpplycGmrants.a ny



As at the date ofhtis report, SMC has a shortfall of deliveries of approximately 286,000 Ibs contaig@domnaone of the contracts. SMC has further
obligations to deliver 578,000 Ibs contained,@ain 2013, and 250,000 Ibs contained,Daper annum in 2014, 2015 and 2016. One contract
contains options exercisable at the buyers request covering annual deliveries of a further 220,000 Ibs cont@aéd 2G4 and 2015. A further
minimum 200,000 Ibs of contained ;& must be delivered antime before the end of 2014 under one of the contracts and a further minimum of
255,000 must be delivered before the end of 2016 on the remaining contract. Further, one contract also includes optiaveigats additional
production from any of the caressions operated by HAMCL during the agreement life (i.e. until 31 December Z0&Xurrent spot price of 7@
concentrate is c$125 perlbof & SMC’' s supply contracts have multiple pricientgpotpoi
price. Further, forecast spot prices for,Dgconcentrate are expected to exceed the price charged by SMC over the period of the contracts based
the Roskill I nformation Services Limited marketoprices arm®tpécted te exceédTcantracta
prices over the life of the contracts, only a small proportion giCE@oncentrate is traded on the spot market and the market prices are volatile and
significantly affected by available supply and demarire are no exchange traded contracts forda Most TaOs worldwide is supplied under
off-take agreements with refiners, the terms of which are generally confidential.

SMC is no longer able to supply,ac oncentrate to t he G ibnopohgsr has accdsotonsipply of@aeoacaniratesfrom
the Marropino Mine following the enforcement of HAMCM' de it bepfoaure | t
Ta0s concentrate from other sources foronwardse pl y t o the Group’'s customers because the
exceeds, or is forecast to exceed, the amount it can realise from the sale of the material at the contract prices. Agc&idiBghas no viable
solution ifcurrent and expected market prices prevail by which it can satisfy jt& Bapply obligations under the contracts and the supply contracts
are onerous on SMC (and the Company as guarantor).

Under the governing | aw of boyertisHegatlyfentieif® sexek comppnsdtion foc damages arad ' ar logs lofeprofil
arising fromthenoper f or mance by SMC of its obligations under the contr a
customers would be entitledotlodge a claim against SMC for the damages and / or loss of profit arising from the undelivered volumes to date.
buyers would further be entitled to lodge claims against SMC at the end of each contract year (i.e. 2013, 2014, 2015)amti€@fose arising

in respect of such current and future claims, if lodged by the buyers, could be in the range $nil to $130 million buethetextof t he G
Company’s wultimate liability cannot r el i\adbal grcurhstancesiardrhe dadmagesdsufferede ca
profit l ost, as a result of SMC’s failure to perfor nCourmpdenry’tsh e
defend any claims that may be made.. As at 31 May 2013tandate of this report, the Group has amounts receivable from each of its customer:
amounting in aggregate to $176,000. Under either contract and if the buyer lodges a claim fperfiormance against SMC, the buyer has a general
right of offset of the anounts due to SMC against the corresponding penformance claim. In all likelihood the claims that the buyers may lodge
against SMC will at least match the value of these receivables and accordingly SMC is unlikely to recover the receasbldddorovision has
been recorded against the receivables because the Group expects to at least recover their value through offset agaiestypossitdaims arising
from the buyers. It should further be noted that, in the event that the Group is sucd¢essicovering its customer receivables, it has an obligation
to remit the funds received to Richmond, such obligation being recorded within trade and other payables. The net assgft thelusistomer
receivables and related amounts recorded in tradel ather payables is accordingly $nil (refer to nogsand 21). In the event that the Group
recovers its customer receivables through offset against claims arising against the Group-fmrfiwmance under the contracts, the Group has no
further obligation to Richmond.

The Directors believe, following extensive disaussiwith the customers, that it is possible for SMC and the Company to obtain releases from all p:
and future obligations under the contracts without requiring an outflow of economic benefits (other than the offset ofaithe teceivables as
discussed love). Should this assessment prove to be incorrect, and if the customers were to seek damages from the Groupddormance
under the contracts, the amounts involved coul d be hingufitient torsatisfye r |
the claims made. The Directors are further of the opinion that the Company would not be able to raise additional fundimgfytdhe claims and
accordingly the Company, and Group, would in all likelihood become insolvent and merd to be wound up.

Due to the uncertain outcome of these discussions and the wide range of potential financial outcomes, the ultimate outttimenafter cannot
presently be reliably estimated, and consequently no provision for any liability thgtresult has been made in either the consolidated or company
only financial statements.

31.2 Disputed supplier invoices from 2010

In the 12 month period ended 31 December 2010, the Company and Group were invoiced $124,000 for amounts relating to gieoMmowess
plant upgrade programme. The invoiced amounts were disputed by the Company due to the quality of the work complbieddgplier. The
supplier ceased to be engaged by the Group at the same time. While the Company has not received a formal credit noireviicebeaaised, the
supplier has never requested payment of the outstanding amounts. Further, if any requestyiment is received in the future, the Directors believe
that the Company will be successful in defending any claim. No amounts are recognised as at 31 May 2013 for the poteatialoptigation of
these amounts.

32. EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE

32.1 New Investing Policy, change in name and modifications to the Company’s Articles

On 19 June 2013 at the 2013 EGM, Sharehol ders appr ov e de dedtien ofGhe mp
Directoren’'ti Rédpdart Principal activities’) and the change i n naeme

reflect this new Investing Policy. The Sharehol der s nflinethe dperationafp p |
the Board.



32.2 Share capital re-organisation and allotment authorities free from pre-emption rights

On 19 June 2013 at the 2013 EGM, Shareholders approved the reorganisation of the Company's share capital by subdidddigaepShiee (of
£0.008 each) into sixteen Ordinary Shares (of £0.0005 each) and then immediatielyigeating fifteen of each sixteen such Ordinary Shares into
fifteen Deferred Share of £0.0005 each. The Deferred Shares do not carry voting rights or a rigaiv® aedividend. The holders of Deferred Shares
do not have the right to receive notice of any general meeting of the Company, nor have any right to attend, speak oangtsuah meeting. In
addition, holders of Deferred Shares will only be entitlecatpayment (of an amount equal to the nominal value of such share) on a return of capit
or on a winding up of the Company after each of the holders of Ordinary Shares has received a payment of £100,000 of essgie@rdinary
Share. Accordingly, theeferred Shares have no economic value. The Deferred Shares are not admitted to trading on any stock exchange.

The reason for this reorganisation was to reduce t he eopermitedlsuee
new Ordinary Shares for cash in the future. The r ec e mioustpar&atué and
the Company was prohibited by the Companies (Jersey) Law 1991 from issuing an Ordinary Share fdnat islawér that its par value.

Following the reorganisation, the same aggregate number of Ordinary Shares remained in issue (therefore preserving the proportionate dafiteres
Shareholders) but the par value of each such Ordinary Share was reduoefGro08 to £0.0005.

Shareholders further provided the Directors with allotment authorities, free fromepmgtion rights, over up to 600,000,000 new Ordinary Shares,
such authorities expiring at the earlier of fifteen months from the date of the EGMttemd\nnual General Meeting of the Company to be held in
2014.

32.3 Issue of new Ordinary Shares and warrants

On 20 June 2013 the Company issued 14,547,222 new Ordinary Shares to settle outstanding cash obligations of the Colimgpagpnigimately
$120000 as at 31 May 2013. Further details are provided in rdteThe Company further granted warrants to subscribe for 8,676,790 Ordinary
Shares at 0.461p per shafer a period of 5 years to Allenby Capital Limited in consideration for a reduction in the annual fees charged by t
company for its services.

32.4 Changes to the Terms and Conditions of the CRPS to permit the redemption of the CRPS in exchange for new Ordinary Shares

On 24 July 2013 the terms and conditions of the CRPS were amended at the Class Meeting of the Preference ShareholdethedCoenpany to
redeem in full the outstanding CRPS, including the related CRPS Dividends due, through the $jeecaidRe Pursuant to the amended terms, the
Company, at its election, can redeem the 1,028,075 CRPS outstanding (with a redemption value of $4,336,000) and thBPSadeddénd due as
(which at the date of this report is approximately $576,000) tiylothe issue of such number of new Ordinary Shares as is equivalent to the numbe
of Ordinary Shares in issue immediately prior to the Company electing to make the Special Redemption. The Company dmitcippate3pecial
Redemption will be implementetly the end of August 2013 and expects to issue approximately 172,237,380 new Ordinary Shares to satisfy
Special Redemption. Subsequent to the Special Redemption, the Company will have no further obligations in respect af the CRPS



Company statement of profit or loss and other comprehensive income

Administrative expenses

Impairment of investments in subsidiary undertakings

Impairment of property, plant and equipment

Loss on disposal of property, plant and equipment

Write back / (provision) against receivables from subsidiary undertakings

Operating loss

Net finance income / (expense)
Investment revenues
Finance costs

Profit / (loss) before taxation
Taxation

Profit / (loss) for the financial period and total comprehensive income / (loss)

All results derive from continuing operations in both financial periods.

Note

38
39

36

34

37

17 month 12 month
period ended period ended
31 May 31 December
2013 2011
Us$000 US$000
(2,703) (5,940)
(40,578) (136)
- (22)

(4) -
42,559 (49,798)
(726) (55,896)
1,094 (3,617)
5,295 3,207
(4,201) (6,824)
368 (59,513)

368 (59,513)




Company statement of financial position

31 May 31 December
2013 2011
Note Us$000 US$000
Non-current assets
Investments irsubsidiaries 38 _ _
Property, plant and equipment 39 R ;
Loans due from subsidiary undertakings 40 R .
Current assets
Trade and other receivables 41 61 316
Loans due from subsidiary undertakings 40 . .
Cash and cash equivalents 191 6,262
252 6,578
Total assets 252 6,578
Current Liabilities
Trade and other payables 42 164 695
Convertible redeemable preference share dividend 22 506 109
Loans due to subsidiary undertakings 42 R 2,361
Derivative financial liabilities 23 2 12
Shortterm provisions 25 41 124
713 3,301
Net current (liabilities) / assets (461) 3,277
Non-current liabilities
Convertible redeemable preference share liability 22 3,759 3,501
Total liabilities 4,472 6,802
Net liabilities (4,220) (224)
Equity
Share capital 26 2,015 1,556
Share premium 121,715 121,483
Shares to be issued 26 13 46
Convertible preference share reserve 26 617 617
Accumulated losses (128,580) (123,926)
Total deficit (4,220) (224)

The financial statements of Paragon Resources PLC, registered numberwef8épproved by thé&oard of Directors and authorised for issue on
29 July 2013.

Signed on behalf of the Board of Directors by:

/ |
M ° -
S Hunt, Director D Cassiano-Silva, Director

Executive Chairman Non-Executive Director
29 July 2013 29 July 2013




Company statement of changes in equity

Notes Convertible
Share Share Shares to be preference share Retained Total
capital premium issued reserve losses Equity
US$000 USS$S000 USS$S000 US$000 USS$000 Us$000
At 1January 2011 324 84,542 55 - (70,167) 14,754
- - - - (59,513) (59,513)
Total comprehensive loss for the period 10 517 9 - 480 998
Sharebased payments 974 30,800 - - - 31,774
Issue of share capital - (2,446) - - - (2,446)
Expenses incurred in issuing share capital - - - 1,804 - 1,804
Issue of CRPS 22 - - - (110) - (110)
Allocation of expenses incurred in issuing CRPS 22 248 7,510 - (2,077) 5,274 11,955
Redemption of CRPS 22 - 560 - - - 560
At 31 December 2011 1,556 121,483 46 617 (123,926) (224)
Total comprehensive income for the period - - - - 368 368
Sharebased payments - - (13) - 29 16
Issue of share capital 459 279 (20) - - 718
Expenses incurred in issuing share capital - (47) - - - (47)
Net capital distribution 26 - - - - (5,051) (5,051)
At 31 May 2013 2,015 121,715 13 617 (128,580) (4,220)




Company cash flow statement

Cash flows from operating activities

Profit / (loss) for the period

Adjustments for:

Depreciation

Impairment of property, plant and equipment

Loss on disposal of property, plearid equipment
Impairment of investments in subsidiary undertakings

(Write back) / provision against receivables from subsidiary undertakings

Foreign exchange (gain) / loss
Share based payments
Finance income

Finance expense

Operating cash flows before changes in working capital and provisions

Decrease / (increase) in trade and other receivables

Decrease in trade and othpayables and shottierm provisions

Net cash used in operating activities

Cash flows from investing activities
Acquisition of property, plant and equipment
Acquisition of shares in subsidiargdertakings

Proceeds from disposal of property, plant and equipment

Paid to subsidiary undertakings
Interest received

Net cash used in investing activities

Cash flow from financing activities
Proceeds from issue of new shares
Share issue expenses

Received from subsidiary undertakings
Proceeds from issue of CRPS

CRPS issue expenses

Proceeds from newnsecured borrowings
Unsecured borrowings issue expenses
Repayment of unsecured borrowings
Interest paid

Net cash inflow from financing activities

Net (decrease) / increase in cash and cash equivalents
Effect of exchange rates on cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

17 month 12 month
period ended period ended
31 May 31 December
2013 2011
Us$000 US$000
368 (59,513)

1 20

- 22

4 -
40,578 136
(42,559) 49,798
(65) 437

29 648
(5,295) (3,207)
4,201 6,824
(2,738) (4,835)
255 (233)
(648) (62)
(3,131) (5,130)
(5) 8)
(40,590) -
- 3
(63,724) (49,798)
79 115
(104,240) (49,688)
718 32,220

(47) (2,446)
103,711 735
- 11,904

- (728)

24,640 -
(840) -
(24,640) -
(2,335) (490)
101,207 41,195
(6,164) (13,623)
93 (409)
6,262 20,294
191 6,262




Notes to the Company financial statements

33. SIGNIFICANT ACCOUNTING POLICIES

The separate financial statements of the Company have been presented as required by the Companies (Jersey) Law 199&dasAanpenchitted
bythat Law, the separate financial statements have been prepared in accordance with IFRSs as adopted by the European Union.

The financial statements have been prepared on the historical cost basis except for the measurement of certain finaneonnitssand share
based payments. The principal accounting policies adopted are the same as those set out 3rtotite consolidated financial statements, other

than as noted below.

33.1 Borrowing costs

All borrowing costs are recognised in profit and loss in the period in which they are incurred because the Company aal@nstamdty has not

financed qualifying ssets with loan funding.

33.2 Investments in subsidiary undertakings

Investments are recorded at cost, less provision for impairment. The Company includes within the carrying value of invastreebsidiary
undertakings the fair value of the consideratipaid for the subsidiary. Additional investment in the subsidiary undertakings, in the form of capite
subscriptions, capital contributions or share based payment obligations assumed on behalf of the subsidiary is addesstofltbecinvestment in

the period in which it arises.

34. PROFIT / (LOSS) BEFORE TAXATION
17 month 12 month
period ended period ended
31 May 31 December
2013 2011
Us$000 US$000
Profit / (loss) before taxation has been arrived at after charging:
Depreciation 1 20
Impairment of investment in subsidiary undertakings 40,578 136
Impairment of property, plant and equipment - 22
Loss on disposal of property, plant and equipment 4 -
(Write back) / provision against receivables from subsidiary undertakings (42,559) 49,798
Foreign exchange (gain) / loss (65) 437
Staff costs (not&5) 705 617
The auditor’s remuneration f or &tautdeicansobdatet firmricibl statemergsr vi ces i s di scl
35. STAFF
17 month 12 month
period ended period ended
31 May 31 December
2013 2011
The average monthly number of employees in the period was:
Directors 2 L
Management 1 2
3 3
Us$000 US$000
Staff costs:
Directors 317 347
Management 346 168
Share based payments 42 102
705 617




Staff numbers and staff costs exclude Nexecutive Directors anBixecutive Directors for whom services are provided via service agreements wit
third party companies. The aggregate charge arising for Directors” services to the Company is:

17 month 12 month
period ended period ended
31 May 31 December
2013 2011
US$000 US$000
Emoluments 527 411
Compensation for loss of office - 151
Other benefits 52 -
Share based payments 16 218
595 780
36. NET FINANCE INCOME /(EXPENSE)
17 month 12 month
period ended period ended
31 May 31 December
2013 2011
USS$000 US$000
Interest income on loans to HAMCJ, a subsidiary undertaking 977 952
Provision against irrecoverable interest (977) (952)
Interest income on loans to ASMHL, a former subsidiary undertaking 8 -
Interest income on bankdeposits 79 115
Change in fair value of derivative assets (riegg 4,036 -
Change in fair value of derivative liabilities (n@® 1,172 3,092
Investment revenues 5,295 3,207
Interest expense on loans from SMC, a subsidiary undertaking (94) (37)
Interest expense on loans from HAMCM, a former subsidiadertaking (131) -
Interest expense on CRPS (870) (940)
Debt arrangement expenses - (116)
Interest expense on unsecured loans provided by Richmond (2,266) -
Amortisation of loan arrangement fees and transaction costs arising
on unsecuredoans provided by Richmond (840) -
Charge arising on redemption of CRPS - (5,731)
Finance costs (4,201) (6,824)
Net finance expense 1,094 (3,617)

The Company charges interest on receivable balances from Group undertakings in accordantee withn agreements in place with the
counterparty company. The interest is provided for if it is considered to be irrecoverable.

37. TAXATION

With effect from the 2009 year of assessment Jersey abolished the exempt company regime for existing compéitsexigtng in the Company are
subject to taxation at the rate of 0% in both periods presented.



38. INVESTMENTS IN SUBSIDIARY UNDERTAKINGS

Us$000
Cost
At 1 January 2011 75,414
Capital contribution 136
At 31 December 2011 75,550
Subscription obrdinary shares in HAMCJ 40,590
Capital contribution (12)
At 31 May 2013 116,128
Provision for impairment
At 1 January 2011 (75,414)
Charge to profit and loss (136)
At 1 January 2012 (75,550)
Charge to profit and loss (40,578)
At 31 May 2013 (116,128)

Net book value
At 31 May 2013 -

At 31 December 2011 -

On 19 December 2012 the Company subscribed for 1,000 ordinary shares of £0.001 each in the capital of its 100% directiybsidized
undertaking, HAMCJ through the HAMCJ Subscription, for the HAMCJ Subscription Price of $40,590,000. The HAMiBd Bulsscwipis satisfied
by partial offset against amounts due by HAMCJ to the Company (refer todfipia accordance with the Set Off Agreement dated 19 December
2013 between the Company, HAMCJ and SMC. The purpose of this subscription wasgtmige and simplify the intercompany positions between
the companies in the Group.

Capital contributions represent increases or decreases in investment arising feograht, lapse or termination of share options or Ordinary Shares
to employees of subsidiary undertakings.

Details of the Company’ s s ub s30tthafinanciaustagreents.a ki ngs are included in

39. PROPERTY, PLANT AND EQUIPMENT
Office
furniture,
equipment
and
computers
Us$000
Cost
At 1 January 2011 58
Additions 8
Disposals (5)
At 31 December 2011 61
Additions 5
Disposals (19)
At 31 May 2013 a7
Depreciation and impairment
At 1 January 2011 (21)
Charge for the year (20)
Impairment (22)
Eliminated on disposals 2
At 31 December 2011 (61)
Charge for the year (1)
Eliminated on disposals 15
At 31 May 2013 (47)

Net book value
At 31 May 2013 -

At 31 December 2011 -



40. LOANS DUE FROM SUBSIDIARY UNDERTAKINGS

At the balance sheet date amounts receivable from subsidiary group companies (including the EBT) are:

31 May 31 December
2013 2011
USS$000 US$000
Non-current
HAMCJ - 43,856
HAMCL - 50,736
HAMCPS - 82
EBT 1,270 1,270
1,270 95,944
Current
HAMCL - 8,034
- 8,034
Provision for irrecoverable amounts (1,270) (103,978)

Amounts repayable from HAMCJ (the ‘' HAMCJ Receivabl e’ ) c standingdodn i 1
balances. Interest was fully provided for in the period in which it arose due to uncertainty over the recovesélfiiéyoutstanding loan balance. The
HAMCJ Receivable was repaid on 19 December 2012 at which date it was recorded at $46,236,000. In accordance with Agresehéif, the
repayment was satisfied by offset adperathenHAMCJ tShbscript®do (rgfea to \nB8 and byl theg a
assignment to the Company by HAMCJ of receivables due from SMC amounting to $5,646,000. The amaabierfoeivSMC was further offset
against the Company’s obligations to SMC at that dat e wBNCcth thea m
Company was satisfied in cash pursuant to the terms of the Set Off Agreement. Suliseqiie Set Off Agreement, the balances between each of
HAMCJ, SMC and the Company were reduced to $nil.

Amounts repayable from HAMCL (the ‘HAMCL Receivabl es’ ) Ithént undest
agreed reayment terms contained in loan agreements until 30 June 2020. The HAMCL Receivables were assigned by the Company to 6HAMC
December 2012 for their estimated fair value of $26,462,000. The fair value was calculated based on the discounted cagpefitadsto be
generated by HAMCL (as a standalone entity) in accor dohh5e The grosh
amounts due by HAMCL to the Company at that date were $86,023,000. In accordance with the seéttleatedated 6 December 2012 between
the Company and HAMCM, the amount due by HAMCM to the Company for the assignment of the HAMCL Receivables was settleffisgtrougt
against $26,380,000 due from the Company to HAMCM and the payment by HAMCM in $22/066.

Amounts repayable from HAMCPS (the *‘HAMCPS Receivabl e’ ) amivadlewast
repaid in full during the period through the provision of goods and services by HAMCPS to the Compapsent pf obligations on behalf of the
Company incurred within South Africa and Mozambique.

The loans receivable were provided for in full due to the losses experienced by subsidiary undertakings and uncertahyreseverability of the
amounts. Moements in the provision accounts during the periods were:

Us$000
At 1 January 2011 53,962
Increase in allowance 50,750
Foreign exchange (734)
At 31 December 2011 103,978
Net write back in allowance in the period (41,582)
Disposed on assignmeaf HAMCL Receivables (59,561)
Foreign exchange gain (1,565)
At 31 May 2013 1,270
41. TRADE AND OTHER RECEIVABLES
31 May 31 December
2013 2011
USs$000 US$000
Other receivables - 36
Prepayments 61 280

61 316




42. FINANCIAL LIABILITIES, SHORT-TERM PROVISIONS AND CONTINGENT LIABILITIES
42.1 Trade and other payables

Trade and other payables in all periods presented pral awi gnd bthey
professional services, and ongoing costs.other amounts included within trade payable and other payablesstated at their invoiced value or the
Directors best estimate of the expected amounts payable for liabilities accrued but not yet invoiced. As discussed fuotiee2 in$120,000 of the

amounts outstanding as at 31 May 2013 was settled through the issue of new Ordinary Shares subsequent to the period end.

42.2 Amounts due to subsidiary undertakings

Amounts due to subsidiary undertakings as at 31 December 2012,861%000 were due to SMC and carried interest of 1 month US LIBOR + 2.5
These amounts were settled on 19 December 2012 as discussed idhote

42.3 Contingent liabilities

The Company has guaranteed the obligations of SMC in relation to two long term supply contra@®faroncentrate. SMC is no longer able to
fulfil its obligations under these contracts and negotiations are currently ongoing with the counterparties in order toareatttement. Further
details of SMC’'s and, via t hespecuchthiamatterageprovidedireno8.b mpany’' s exposur e

43, FINANCIAL INSTRUMENTS

Details of the capital risk management policy, financial risk management objectivesemehéing policies for financial instruments of the Company
and Group are provided in not&sand 28 to the consolidated financial statements. Further information on the financial instruments of the Compan
as at 31 May 2013 are provided in nd@®to the consolidated financial statements, being the amounts reported for the Group with the exception c
$176, 000 reported within ‘Trade r ec&82aanhdl etshhe a nTdr a‘'dTer ardeec ea w23 tels
Further details on the fiancial instruments of the Company as at 31 December 2011 are provided in the financial statements for the year then er
available atvww.paragonresources.com

44. RELATED PARTY TRANSACTIONS

The transactions disclosed in footnotes 1, 2 and 3 to the table in3@te the consolidated financial statements relate to the Company. Balances anc
transactionswith related parties that are members of the Group as at each period end are shown in38#&and 42. Details of interest charged to

or by group companies is shown in n@é

45. ULTIMATE CONTROLING PARTY

The Directors are of the opinion that there is no controlling party of the Company.

46. EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE

Details of events subsequent to the balance sheet date, all of which relate to the Company, are include®i note
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Terms used in this report

2013 AGMW’

‘2013 EGM’

‘Al

‘AIM Rules’

‘Amended Facility’
‘Amended Loan’
‘Amended
Agreement’

‘Articles’

‘ASM’

‘ASM Group’

‘ASMHL’

‘Board’ or ‘Board of Directors’

‘CIF’

‘CFR’

‘Class Meeting of the

Preference Shareholders’

‘Cominiere’

‘Company’ or ‘Paragon’

‘Contained Ta,0s’
‘CRPS’ or ‘Preference Shares’
‘CRPS issue price’

‘CRPS Dividend’

‘Darwin’

‘Default’

‘Deferred Shares’

‘Directors’

Subscription

the 2013 Annual General Meetingthie Shareholders in the Company, to be held in August 201%

the adjourned Extraordinary General Meeting of the Ordinary Shareholders of the Company
on 19 June 2013 at 13.00

AIM, a market operated by the London Stock Exchange

together, the rules published by the London Stock Exchange governing the admission to, ar
operation of, AIM for companies (including the guidance notes thereto) and the rules publishe
the London Stock Exchange from titoetime for Noninated Advisers

the unsecured lending facility provided to the Company as more fully described i24@e

the unsecured lending facility provided to the Company as more fully described i24dte

the SubscriptiorAgreement as amended by the Subscription Agreement Variation

the articles of association of the Company for the time being

African Speciality Metal SP.R.L, a company registered iNeheTrade and Companies Register
Lubumbashi, DRGnder number 2548an associate company of the Growhich ceased to be
controlled by the Group on 22 March 2013

ASM and its subsidiary TaNb

African Speciality Minerals Holding Limited, a company registered in Jersey under company ni
111690; an indirect 100% subsidiary of the Compahigh ceased to be controlled by the Grouj
on 22 March 2013

the collectie body of the Directors of the Company from time to time

I nternational commerci al term meaning “Co
includes all costs, insurance and freight to bring the goods to the port of destination fropothe
of departure

I nternational commerci al term meaning “Coc¢
costs and freight to bring the goods to the port of destination from the port of departure, but di
not require the seller trocure marine insurance against the risk of loss or damage to the gc

during transit

the meeting of Preference Shareholders held on 24 July 2013 at which the terms and conditic
the CRPS were amendtmlpermit the Special Redemption

La Congol aise d’' Exploitation Miniere
managing certai nassefsindutirgFT@®RC’' s mi ner al

Spr |l
Paragon Resources Plarmerly Noventa Limited, a company registered in Jersey under comp
number 95036

The amount of T&s which is contained in a concentrate

convertible, redeemable preference shares of £1.00 each irstiere Capital of the Company
$4.281 per CRPS being the price at which the CRPS were issued in March 2011

the annual coupon of 10% of the CRPS issue price, payable quarterly (subject to Jersey Lav
10 days of ach of 31 March, 30 June, 30 September and 31 December until the final maturity

of the CRPS, being 11 April 2016

Darwin Strategic Limited, a company which is majority owned by funds managed by the Henu
Volantis Capital team

a breach of the terms of the SLF which, if
Early Repayment Event

the deferred shares of £0.0005 each in the Share Capital of the Company created at the 2013

the directors of the Company



‘DRC’

‘Early Repayment Event’

‘EBT’

‘EFF’

‘Existing Facilities’
‘Facility’
‘Fee’

‘Fees Warrants’

‘First Subscription Date’
‘FVTPL’
‘GBP’ of ‘£’

‘Group’

‘HAMCI

‘HAMCY

‘HAMCJ Subscription’

‘HAMCJ Subscription Price’

‘HAMCL'

‘HAMCW’

‘HAMCM Group’

‘HAMCPS'’

‘IFRS(s)’

‘llROC’

‘INCOTERMS 2010’

‘Investing Company’

‘Investing Policy’

‘ISDX’

‘ISDX Rules’

the Democratic Republic of Congo

an event, including a Default, which permitted the Lender under the SLF to demand repayme
the amounts outstanding under the SLF within five business days

the Noventa Employee Benefit Trust

the Equity Finance Facility provided by Darwin as more fully described in the section ¢
Directors’ report entitled Business reviev

collectively the Amended Loan and the Ameddeacility
the unsecured lending facility provided to the Company as more fully described i24@&e
the arrangement fee of 10% of the Facility

warrants over 90,907 Ordinary Shares in the Company provided to Richmond as repayme¢
Ri chmond’ s | e g adnnedaiansvithghe Subscriptiom Agieement

30 November 2011
Fair Value Through Profit and Loss as defined under IFRSs
Pound Sterling, legal currency of the United Kingdom

Paragon and its 100% direct and indirect subsidiary undertakings from time to time, details of
are provided in note30

HAMCInvestments Limited, a company registered in Jersey under company number 1114
indirect 100% subsidiary of the Company until 22 March 2013

Highland African Mining Company Limited, a company registered in Jersey under company r
80173; al00% direct subsidiary of the Company at the balance sheet dates

the agreement by which the Company agreed to subscribe, and HAMCJ agreed to issue, 1,0(
ordinary shares of £0.001 each in the capital of HAMCJ dated 19 Decenii2er 20

$40,590,000, the subscription price for the HAMCJ Subscription
Highland African Mining Company Limitada, a company registered in the Company Re:
Maputo, Mozambique under company number 13886;indirect 100% subsidiary of the Compar

which ceased to be controlled by the Group on 22 March 2013

HAMC Minerals Limited, a company incorporated in Jersey under company number 1114C
indirect 100% subsidiary of the Company until 22 M&@h3

HAMCM and (1) its 100% direct and indirect subsidiaries, HAMCI, ASMHL, HAMCL, HAMCP
its associate group, the ASM Group

HAMC Project Services Proprietary Limited, a company registered in South Africa under cc
number 2004/009/181/07); an indirect 100% subsidiary of the Company until 22 March 2013

International Financial Reporting Standards issued by the International Accounting Standards

the Investment Industry Regulatory Organisation of Canada, further details of which, includir
role and mandate, can be obtained from its websiteyw.iiroc.ca

International Commercial Terms 2010
has the meaning ascribed to the definitior
an AIM company which has as its primary business or objective, the investing of its fun

securities, businesses or assets of aagatiption

the investing policy adopted by the Company from 19 June 2013, further details of which ar
out in the Principal activities section of

the ISDX Growth Market operated by ICAP SecuritieDandatives Exchange Limited

the ISDX Growth Market Rules for Issuers that set out the obligations and responsibilities in re
to companies whose shares are admitted to ISDX as published and amended by ICAP Securi


http://www.iiroc.ca/

‘ITRF

Tscr

b’

‘Ibs’

‘Jersey Law’
‘Lender’
‘Loan’

‘Loan Warrants’

‘Marropino Mine’

‘Mining concession’

‘Mining license’

‘Morrua’

‘Mutala’

‘Ordinary Shares’

‘Ordinary Shareholder(s)’

lpl or 'GBp’

(o

pa

‘ ’

ppm

‘Preference Shareholders’

‘Proposed Open Offer’

‘Richmond’

‘Second Subscription Date’

‘Security Trustee’

‘Set Off Agreement’

‘Settlement Agreement’

‘Share Capital’

‘Share Consolidation’

‘Shareholders’

Derivatives Echange Limited from time to time

an organisation dedicated to supporting the tin industry and expanding tin use, further detail:
which are available atww.itri.co.uk

ITRI Tin Supply Chanitiative

Avoirdupois pound

pounds

Companies (Jersey) Law 1991 (as amended)

Richmond in its capacity as lender under the Loan, the Facility and the SLF as appropriate
the unsecured lending facility provided to the Company as more fully described i24dte

warrants over 1,750,000 Ordinary Searin the Company as more fully described in ndgl
provided to Richmond as consideration for the provision of the Loan

the Mining Concession and associated infrastructure held by HAMCL at Marropino, Zam
Province, Mozambique

land where the Group has a granted right to extract economic minerals including, but not limite
Tals

land where the Group has a granted right to explore for economic minerals including, but
limited to TaOs

the Mining Concession and associated infrastructure held by HAMCL at Morrua, Zambezia Pr(
Mozambique

the MiningConcession and associated infrastructure held by HAMCL at Mutala, Zambezia Prc
Mozambique

ordinary shares of £0.008 each in the capital of the Company which werdiwdbd into ordinary
shares of £0.0005 at the 2013 EGM

holders of Ordinary Shares in the Company

pence, 108 of one Pound Sterling, legal currency of the United Kingdom

per annum

parts per million of T#s

holders of Preferenc8hares in the Company

the proposed open offer for 17,500,000 new Ordinary Shares in the Company at 25.0p

Richmond Partners Master Limited, whose registered office is Ugland House, 113 South Chur
Box 309, GeorgeoWwn, Grand Cayman, Cayman Islands, British West Indies

31 December 2011
Richmond acting as the trustee of the security package provided to the Lender under the SLF

the agreementdated 19 December 2012 between the Company, HAMCJ and SMC wh¢
amounts outstanding between these companies was offset or repaid

the agreement between, amongst others, the Company, Richmond and HAMCM dated 10
2013 described n t he Company’s announcement of 11

the equity share capital of the Company from time to time, currently comprising Ordinary Sh
and Preference Shares

the 20:1 consolidation of the Company £0.00Q4dinary Shares into £0.008 Ordinary Shar
completed on 11 March 2011

Ordinary Shareholders and Preference Shareholders


http://www.itri.co.uk/

‘Share Plan’

‘SLF’ or ‘Secured Loan Facility’

‘smc’

‘Special Redemption’

‘Subscription Agreement’

‘Subscription
Variation’
‘Subscription Shares’

Agreement

‘Subscription Price’

‘Subscription Warrants’

‘Surviving Paragon Group’
'T3105'
‘Ta,0s concentrate’

‘Ta,05 Operations’

‘TaNb’

‘Total Subscription Warrants’
‘TSX’

‘USS' or 4$:

the Noventa Unapproved Share Option Scheme

the secured |l oan facility by Ri ¢

announcement of 23 November 2012 and more fully in r2s#e3

granted
Speciality Minerals Corporation Limited, a company registered in Jersey under company nt
86577; a 100% direct subsidiary of the Company at the balance sheet dates

the redemption of the CRPS, in full satisfaction of any alhéccrued rights, including, without
limitation, accrued but unpaid amounts in respect of CRPS Dividend, in consideration fo
allotment and issue by the Company to the Preference Shareholders of new Ordinary Share
Deferred Shares in the Comparilie aggregate number of Ordinary Shares allotted and issued
the Company pursuant to the Special Redemption was equal to the aggregate number of Orc
Shares in issue at the date the Company issued the Special Redemption notice (i.e. an
immedaitely after the Special Redemption, holders of Preference Shares together held 50% ¢
enlarged Ordinary Share Capital of the Company); the terms of the Special Redemption
approved at the Class Meeting of the Preference Shareholders.

the agreement dated 19 August 2011 whereby Richmond conditionally agreed to subscribe fc
Subscription Shares at the Subscription Price as more fully described igibte

the variation to the Subscription Agreement dated 9 January 2012
17,500,000 new Ordinary Shares in the Company
25.0pence per Ordinary Share

warrants granted to Richmond over 17,500,000 new Ordinary Shares in the Company exercisi
25.0 pence as consideration for the Subscription Agreement

collectively the Compan HAMCJ and SMC

Tantalum pentoxide

a processed product derived from ore containingCsa

t he Gr ¢gdumiring, procassing, purchasing and distribution operations in Mozambique
the DRC over which the Group lost control on 22 March 2013 following the enforcemer

HAMCM s Default under the SLF

Tantale et Niobium du Tanganika SP.R.L., a compaistered in DRC under number 2574; ¢
member of the ASM Grouphich ceased to be controlled by the Group on 22 March 2013

collectively the Subscription Warrants and the Fees Warrants
the Toronto Stock Exchange

US Dollar, legal currency of the United States of America

CAUTIONARY NOTE REGARDING FORWARD LOOKING STATEMENTS

This document ‘kcookangsi iformwmaridon” which may include, but i
the future financial or operating performance of the Company, its subsidiaries, affiliated companies, joint ventures, and its

projects. Often, but not always, forwatdoo ki ng st at ements can be identified by
“expectsttedis ‘elkpaget ", “schedul ed”, “estimates”, “foreca
“believes” or variations (including negative variations) o
the effect that certain actions events or results “may”, “coul d”, “woul d”, “
achieved.

Forwardlooking statements involve known and unknown risks, uncertainties and a variety of material factors, many of
which ar e beyon ditrot whieh may capsa thg actial esults, performance or achievements of the
Company, its subsidiaries, affiliated companies and/or joint ventures to be materially different from any future results,
performance or achievements expressed or implied by thevérdlooking statements. Readers are cautioned that
forward-looking statements may not be appropriate for other purposes than outlined in this document.

Although the Company has attempted to identify important factors that could cause actual actimrgser results to
differ materially from those described in forwatdoking statements, there may be other factors that cause actions, events



or results to differ from those anticipated, estimated or intended. Forwaoking statements contained hereare made

as of the date of this document and, except as required by applicable law, the Company disclaims any obligation to update
any forwardlooking statements, whether as a result of new information, future events or results or otherwise. There can
be no assurance that forwartboking statements will prove to be accurate, as actual results and future events could differ
materially from those anticipated in such statements. Accordingly, readers should not place undue reliance on forward
looking statemats.



