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CHINA GOLDMINES PLC

Striving to be the Dominant Mining House
In Southern Central China

Hunan Province Location (PRC)

The Guanzhuang Project is located
within an important mineralised
gold and base metal region in the
western portion of Hunan
Province, China and contains the
Shenjiaya and Xiaotaoyuan
Prospects.

The Guanzhuang Gold Project comprising of eight gold mines
all 100% owned by China Goldmines
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(HAIRMAIB REVIEW

In this, my first annual statement as Chairman, | am pleased to
report that China Goldmines plc (CGM) has madbstantial
progress during the year with the exploration, evaluation and
purchase of eight gold mines using funds from the successful
capital raising in October 2007. This has enabled us to reach
the key milestone wh CGM moing from exploration to
becomre a gold producer in China, now the largest gold
producing nation in the world.

In June 2008 we poured our first gold and wanticipate
production of5,000to 6,0000unces of gold by 31 December
2008.

During the course of this turbulent yeam the irternational
markets the Boardhas prudently refocused the company on
three priority areas: safety, production and cash conservation.

Our safety record remains outstanding with no fatalities since start up and a lost time injury rate of just
0.0003%. Weemain vigilant to ensure that all colleagues return home safely to their families every night.

In 2009, when the plants have been upgraded to exceed 500dpthut will increase considerably and we
plan to exceed 20,000 ounces during the calendar.yea

We are maintaining a tight control on costs and only capital expenditure relating to improved safety and
increased production is being approved. As a result, our cash position remains strong. On 30 June 2008, we
had US$25m in the Bank with no badgbt and we continue to monitor our cash position closely.

Looking forward, in 2009 we will continue work to link thight mines underground to help accelerate ore
production. This will also provide multiple exploration drilling platforms and fa@litabdern load and
haulage practices. Most importantly, it will assist us to increase production towards 150,000 qerces
annumin the longer term. We will continue to focus on safety, with the implementation of a rigorous training
programme to furtherimprove health and safety procedures. We will also conduct vigorous underground
exploration to better understand lovgrade surface soil anomalies and higigeade depth extensions.

Our transformation from gold explorer to gold producer was only achidyethe teamwork, enthusiasm and
skills of all staff both above and below ground. For their dedicated efforts and contributions throughout the
year, | would like to thank all colleagues, consultants, contractors and fellow Board memibgyarticular,|

would like to thankClive Donner whalue to time constraintstepped down as Chairman in July this ydet,

has agreed tdemainon the Board as a NeExecutive Director. Finally, | would also like to thank Shareholders
for their continued support and edidence.

Lance Browne CBE
Chairman
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HIGHLIGHTS

Transition from Explorer to Producer during the 2008 year

Financial Highlights

. In October 2007, the Company successfully raised £30 miftilowing which it acquired all eight
producing gold mines in the Shen Jia Ya prospect. All eight gold mines were successfully transferred
Ayid2 GGKS /2YLIl yeQa LlaasSaairzy yR O2yGNRf ®

. Cash position as at 30 June 2008: US$25m.
. Loss for the 2008 year amounted to USBdbeing US 9.37 cents per share.
. Net assets as at 30 June 2008 of US$59m, which includes US$32m invested in wholly owned mining

properties, with no long term debts or borrowings.

Operational Highlights

e China Goldmines has three processing dam operation. They have a total capacity of 350 tonnes
per day.

e During 2008 nderground miningvas active on nine mine facewith 1.6 million tonnes immediately
available for mining that will be higgraded to achieve budget grades in excess of 6 graansopne.

e In June of 2008 the Land and Resources Department of the Hunan Province approved the
consolidation of eight mining licences into one mining licence, which was subsequently issued in
August 2008 to our Chinese JV Company, Hunan Westralian Mining Co. Ltd.

e We have constructed an internationally accredited laboratory that will process an average of 120
samples per day.

e The Company has made a milestone transition from gold explorer to gold producer. CGM sold 17 kg
of gold from treatmentof stock piles taken on as part of the acquisition of the eight gold mihes
during the 2008 financial yeatwe commenced production in the June quarter, produciag fonnes
of concentrate with a gold content of 100 g/t and 2216 grams from gravity recovery.

e The Company wishortly commence the sale of gold amalgam and concentrate.

e Based on production results to date, C@Mticipatesprodudion ofp = n n n (i 2 of gofortte 2 1 Q
calendaryearendingDecember 2008.

e Once the first stage of refurbishment is completed and hents have been upgraded to a total
producing capacity of 570 tpd (with higher grades indicated in deeper zones of mines), we confidently
expectto achieve? dzii LJdzi 2 ¥ H n I imtheicaléndlar year EndingDec2rhber®009.

e High grades were ver#d in drilling and underground sampling, with results of up to 103 grams per
tonne. Exploratory drilling wible finalised ly December 2008, achieving 20,00@tres.
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