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CALEDONIA MINING CORPORATION               May 10, 2008 
Management’s Discussion and Analysis   

This discussion and analysis of the consolidated operating results and financial condition of Caledonia 
Mining Corporation ("the Corporation”) for the quarters ended March 31, 2008, March 31, 2007 and March 
31, 2006 should be read in conjunction with the Unaudited Consolidated Financial Statements as at March 
31, 2008 and the Annual Report for the year ended December 31, 2007, all of which are available from the 
System for Electronic Data Analysis and Retrieval at www.sedar.com or from the Corporation’s website at 
www.caledoniamining.com.  The Unaudited Consolidated Financial Statements and related notes have been 
prepared in accordance with Canadian Generally Accepted Accounting Principles (“GAAP”).  

Note that all currency references in this document are to Canadian dollars.  
 
Listings 
The Corporation is listed on the Toronto Stock Exchange as “CAL”, on NASDAQ-OTCBB as “CALVF”, 
and on London’s AIM as “CMCL”.  

 
1. OPERATIONAL REVIEW AND RESULTS OF OPERATIONS 

1.1  Gold Production  

Blanket Mine – Zimbabwe 

Safety, Health and Environment 
• The mine recorded no lost time injuries during the quarter, but recorded 7 medical aid and first aid 

incidents, this compares well with the same quarter last year when 11 first aid incidents were 
reported. The reduction in incidents was attributable to the ongoing safety training undertaken by 
management.  

 
• The mine retired 5 employees on medical grounds.  There were no occupational health illnesses 

detected during the quarter.  HIV/AIDS education continues but confidentiality restricts 
management’s ability to identify suspected cases. 

 
There were no adverse environmental issues during the quarter and positive results continue to be obtained 
from underground water testing. 
 
Even though the economic situation in Zimbabwe continues to deteriorate the number of dismissals due to 
desertion remains high and  81 employees were dismissed during the quarter for being absent without 
permission. This increases the training requirement for replacement employees. 

 
Capital Projects 
Number 4 Shaft Expansion Project 
Due to the acute shortage of foreign currency no further developments on the No 4 shaft project occurred 
and the anticipated future expenditure remains at $2,250,000. After this expenditure production of 1,000 
tonnes per day is expected which would generate 40,000 ounces of gold per annum. 
 
Operations 
 
The operation continues to be hampered by the following: 
 

• Frequent power disruptions continued in the first quarter despite the mine’s commitment to pay for 
power in US dollars. 
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• Labour shortages due to the socio-economic situation in Zimbabwe. The overall manpower 
numbers have decreased from approximately 800 employees to 550 which are considered 
appropriate for operational needs given the current constraints. 

• The lack of foreign currency has curtailed the ability of the mine to purchase much needed 
consumable items from South Africa. 
  

The above factors have contributed largely to the 50% drop in production since the start of the No 4 shaft 
expansion project.  
 

Production results for the quarter ended 
March 31. 2008 2007 

April 
2008

Ore milled Tonnes 26,647 24,700 13,057
Ore Gold Grade milled Grams/tonne 3.6 3.3 2.77
Recovery % Per cent 89 91.4 84
Gold produced Ounces 2,670 2,395 943
Gold Sold Ounces 2,809 4,352 1,069

 
The difference between gold produced and gold sold is the carry over gold work in progress from the 
previous period. In the first quarter of 2007, production was interrupted by the closure of the No. 4 shaft for 
expansion work whilst sands from nearby dumps were added into the production process.  
The pro-rata increase in tonnes of ore milled in April 2008 is directly related to a stabilization of the work 
force in terms of numbers and completion of training and an improvement in electricity supply. 

 
Outlook 

 
The economic future remains uncertain as the country waits for the final outcome of the March 29 
Presidential election. Foreign currency remains in extremely short supply and the effect of the recently 
announced Monetary Policy Statement is uncertain (see 6 below). 
 
The mine can continue on a cash availability basis as long a sufficient foreign currency can be obtained to 
meet the critical import requirements. 
 
Production at current levels is expected to continue until staffing levels can be increased and access to 
imported consumables is assured on a regular basis. 
 
1.2     Exploration and Project Development 
 
1.2.1 COBALT AND BASE METALS 
  
Nama Cobalt Project – Zambia 
 
The 2007 drilling campaign was completed by the end of November last year. Sample preparation activities 
and submission of samples for assay continued until January and following some delays by the analytical 
laboratory in Zambia, assay results were substantially complete by mid March 2008. 
 
Quality assurance and quality control measures were checked and examined in order to verify the quality 
and reliability of the data.  The consolidation of the previous data base with the 2007 data resulted in a 
better understanding of the resource bodies C and D, whilst providing critical data that will assist in rock 
quality assessments for mining engineering purposes. 
 
Additional drilling in the C area established, with a high degree of confidence, the limiting extents of the 
area of mineralization. Infill drilling confirmed the grade of the Resource as defined in the Technical 
Report by Mr Grant released on 1 May, 2007. However, minor depth extensions were encountered in the 
central portion of the resource body. In order to establish the impact of these extensions, locally targeted 
drilling will be undertaken to determine the size of the depth extension more clearly. 
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Reverse circulation drilling in resource body D area was carried out with two objectives, viz. 

1) to close the spacing within the previously drilled wide spaced program and raise the 
resource classification on the higher grade areas to at least the indicated category and inferred 
category for the other areas, 
2) the close spaced drill-out of an iron-rich cobalt-bearing body that was located in a single 
drill hole in the previous drilling programme. 

 
1) The increased drill hole spacing in the northern area of D established that the near surface zone 

of cobalt enrichment was continuous over an area of approximately 1,000 metres by 500 
metres. In addition to an Indicated Resource totalling 9.2 million tonnes, further discussed 
below, an Inferred Resource compliant with NI 43-101 amounting to 40.4 million tonnes at a 
grade of 0.04% cobalt, 0.02% copper  and 0,02% nickel was declared for this area (see blocks 
D2 to D5 in the following table). The resource body is an iron-rich dispersion anomaly 
resulting from the erosion of a primary cobalt-rich body.  Follow-up drilling will be carried out 
during the coming season to establish the location of the primary cobalt enrichment. 

 
Indicated & Inferred Resources in Resource Body “D” 

Down to 50 metres below surface 
 

Grade (% metal) Resource 
Category Block Tonnes Cobalt Copper Nickel 

Indicated D1 (iron oxide) 9,197,000 0.165 0.067 0.050 
Inferred D1 (iron oxide) 14,323,000 0.138 0.054 0.051 
Inferred D2 (peripheral) 9,617,000 0.041 0.019 0.017 
Inferred D3–D5 (elluvial) 30,772,000 0.040 0.021 0.015 

 
 

2) Also in the D area, a prominent gossanous outcrop was located towards the end of the previous 
drilling program. Seven reverse circulation boreholes were drilled into this area in 2007 in 
order to establish, with a higher degree of confidence, the nature of the outcrop and the possible 
extent of cobalt mineralization. All the holes returned positive results with cobalt values in the 
range 0.1% to 0.2% cobalt over widths up to 50 m thick. An analysis of this occurrence 
revealed a single large body of cobalt enrichment with a north-south extent of approximately 
450 metres and roughly oval in outcrop. The body was found to dip to the north-west at a 
shallow angle for a distance of at least 200 metres. The nature of the mineralization is such that 
a significant continuation in depth can be expected. An Indicated Resource compliant with NI 
43-101 amounting to 9.2 million tonnes at a grade of 0.165% cobalt, 0.067% copper and 0.05% 
nickel was calculated in the area of close spaced drilling of this resource body. In addition, a 
further 14.3 million tonnes of Inferred Resource was defined in the wider-spaced drilling area, 
for which a cobalt grade of 0.138%, 0.054% copper and 0.051% nickel was calculated. Further 
drilling will be undertaken during the 2008 exploration field season to upgrade the category of 
this resource body and provide important information for the anticipated mining activities. 
Some of the resource bodies comprising the D resource, as defined in the NI 43-101 report 
remain open-ended on strike and/or down dip. 

 
  
 
Following the discovery of the above iron-rich body with cobalt grades better than previously encountered, 
a detailed examination of the style of mineralization has enabled the Corporation to develop more specific 
criteria for the detection of similar zones of cobalt enrichment. A recent field exercise successfully located 
5 new sites where “D-type” iron-rich bodies outcrop. All these new sites have been shown to contain 
anomalous levels of cobalt. Caledonia has therefore adjusted its exploration priorities to fast track the 



 

 4

evaluation of these targets on account of their similarity to the D style of mineralization as additional 
resources of this type would have a bearing on the planning activities for resource body D. 
 
During the quarter, Nerin Corporation, a well established and experienced Chinese engineering company 
were contracted to carry out a Chinese Feasibility Study (“CFS”) on the Nama cobalt property based on the 
mining of the A and C areas. In the quarter, Nerin visited the Nama site with a full team of engineers and 
specialists covering all of the required disciplines. With the recent D area exploration results, Nerin have 
been asked to include the D area results in their CFS. Metallurgical test work on drill samples from the high 
grade section of the D area is being carried out by the Mintek Laboratories in South Africa. 
 
Management believes that the resources contained in the indicated and inferred areas of the resource body 
D on their own are considered, subject to the completion of satisfactory metallurgical test work, to be 
sufficient to fulfill a three year period of mining and production in terms of the existing 5-year off take 
contracts for over 10,000 tonnes of cobalt equivalent per annum. 
 
Approval of the Environmental Impact Statement (“EIS”) covering the proposed two alternative routes for 
the Nama power supply and access road has been received from the Environmental Council of Zambia 
(“ECZ”). An EIS for the planned mining and metallurgical plant operations covering resource bodies A, C 
and D has been completed and submitted to ECZ for approval. 
 
 
1.2.2 Rooipoort PGE/Ni/Cu Project (including Grasvally) - South Africa 

Property 
Rooipoort 
 
Property rights over portions of the area were renewed to bring all of the properties into line in terms of the 
remaining tenure of exploration licences which are currently 3 years. 
The Corporation is currently in negotiations with a possible joint venture partner for the continued 
exploration of the property. Management anticipates that exploration will pick up substantially in the 
second half of the year. 
 
 
1.2.3 GOLD 

Zimbabwe Exploration – Gold 
 

Due to the lack of foreign currency no exploration work has taken place during the quarter. 

 

1.2.4 DIAMONDS  

 
Mulonga Plain – Zambia 
Work Completed 
An application for a Retention Licence has been lodged with the Zambian authorities. The Zambian 
Government department responsible for the issuing of prospecting licences has been reorganised and this 
has temporarily delayed the process of awarding permits.  
 
Kashiji Plain - Zambia 
No further field work was carried out on the Kashiji or Lukulu licenses in this quarter. This license is due to 
expire in June 2008, however the Corporation has also applied for retention licenses covering the Kashiji 
and Lukulu areas. 

Goedgevonden  - South Africa 
The Corporation holds prospecting rights over the Goedgevonden diamond bearing kimberlite pipe and 
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surrounding area. This property is located approximately 20km north of the Stilfontein gold mine in the 
Klerksdorp district of the North West Province in South Africa and 200km south west of Johannesburg.  

Granting of the New Order Prospecting Rights (not yet signed) gives the Corporation security of tenure. 
Discussions are in progress with other parties with a view to realizing value by joint venture or disposal of 
the properties in the Goedgevonden Diamond Project. 
 
The prospecting right application is awaiting final ratification by the Department of Minerals and Energy. 
No further work was carried out on this property during the quarter.  
 
Outlook  
The outlook for the aforementioned exploration properties, except for Nama, is difficult to quantify.  

Exploration by its nature is speculative with a high degree of risk accompanied by the potential for high 
returns.  The Corporation manages this risk by using well-qualified exploration professionals, senior mining 
company joint venture partners and by exploring in areas which are considered as having a better than 
average potential for discovery.  The recent increases in the prices of precious and base metals should 
improve exploration expenditures of the major mining companies and could improve the likelihood of the 
Corporation negotiating joint venture agreements for its remaining wholly-owned exploration properties.  

2.  SUMMARY OF QUARTERLY RESULTS - (C$ 000’s - except per share amounts.) 
 

The following information is provided for each of the 8 most recently completed quarters of the 
Corporation - ending on the dates specified - in thousands of Canadian dollars. The figures are extracted 
from underlying financial statements that have been prepared according to Canadian GAAP. 
 
 Mar 

31/08 
Dec 
31/07 

Sept 
30/07 

June 
30/07 

Mar 
30/07 

Dec 
31/06 

Sept 
30/06 

June 
30/06 

 Sales before  
discontinued 
operations 

 
2,504 

 
3,231 

 
1,950 

 
1,539 

 
3,319 

 
9,044 

 
4,539 

 

 
1 

Income/(loss) 
before 
discontinued 
operations 
 
- per share 
undiluted 
 
- per share 
Diluted 

 
 

791 
 
 
 

0.001 
 
 

0.001 

 
 

494 
 
 
 

0.001 
 
 

0.001 

 
 

(855) 
 
 
 

(0.002) 
 
 

(0.002) 

 
 

364 
 
 
 

0.001 
 
 

0.001 

 
 

(3,909) 
 
 
 

(0.009) 
 
 

(0.009) 

  
 

3,841 
 
 
 

0.008 
 
 

0.008 

 
  

 (455) 
 
 
 

(0.001) 
 
 

(0.001) 

 
 

(683) 
 
 
 

(0.002) 
 
 

(0.002) 
Discontinued 
operations 
(loss) 

 
(70) 

 
(249) 

 
(80) 

 
(126) 

 
(254) 

 
(1,283) 

 
(2,619) 

 

 
(2,210) 

Net Income/ 
(loss) after 
discontinued 
operations 
 
- per share 
undiluted 
 
- per share 
Diluted 

 
 

721 
 
 

0.001 
 
 

0.001 

 
 

245 
 
 

0.001 
 
 

0.001 

 
 

(935) 
 
 

(0.002) 
 
 

(0.002) 

 
 

238 
 
 

0.0005 
 
 

0.0005 

 
 

(4,163) 
 
 

(0.008) 
 
 

(0.008) 

 
 

2,558 
 
 

0.006 
 
 

0.006 

 
 

(3,074) 
 
 

(0.007) 
 
 

(0.007) 

 
 

(2,893) 
 
 

(0.007) 
 
 

(0.007) 

No of shares 
basic ‘000 

493,199 487,869 487,869 487,869 457,981 457,981 
 

455,209 398,142 

 
Note:  The effect of the dilution on the earnings per share has been calculated only for each quarter of 
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2006 as income was earned before discontinued operations for the year. No calculation for 2008 or 2007 
was made as the result would be anti-dilutive. 
 
The discontinued operations relate to Barbrook and Eersteling Mines. All foreign exchange gains or losses 
are reported in the results before discontinued operations.  The gold sales at Blanket Mine were 2,809 
ounces (4,352 ounces - 2007 in the first quarter, 2,858 ounces in the second quarter, 2,263 ounces in the 
third quarter and 4,512 ounces in the fourth quarter). Included in the profit before discontinued operations 
is the unrealized foreign exchange gain/ (loss) of $100,000 ($456,000 in the fourth quarter 2007, 
($1,016,000) in the third quarter, ($707,000) in the second quarter and $255,000 in the first quarter).  
 
The net income for the first quarter has been achieved despite inflationary factors in Zimbabwe of over 
100,000% per annum and is evidenced by the fact that the Reserve Bank of Zimbabwe (“RBZ”) owed 
Blanket Mine $900,000 more at the end of the quarter than at the beginning.  
 
The results of Blanket Mine have again been translated into Canadian dollars using the effective rate of 
exchange (“ROE”) derived from the gold support price. The table below illustrates the rates of exchange 
used per financial statement category. The sales revenue rate of exchange is influenced by the method of 
sale of gold. If more gold is sold for 100% Zimbabwe dollars the effective exchange rate is reduced due to 
the high discount to market price. 
 

 2008 2007 
Z$’s per C$1 Q1 ROE Q4 ROE Q3 ROE Q2 ROE Q1 ROE 
Sales revenue 5,161,433 275,926 156,590 14,220 713 
Other income statement items 10,019,210 260,870 150,507 21,070 758 
Monetary assets and liabilities 22,960,635 378,644 168,645 47,451 758 
All other assets and liabilities 101.19   101.19 101.19 101.19 101.19 

  
3. INVESTING  

During the first quarter 2008 the Corporation invested $231,000 in capital assets and mineral properties 
($684,000 in 2007 and $1,035,000 in 2006).  Of the amount invested in 2008, $194,000 was spent at Nama 
and $37,000 at Blanket Mine.  

4. FINANCING  

In February 2008 $1,119,000 (nil – 2007 and $1,475,000 – 2006) was raised from private placements (net 
of expenses).  In all 12,300,000 shares were issued in the private placement along with an equal number of 
warrants valued at $0.15, valid for 1 year.   The funds were used to finance exploration activity on the 
Corporation’s most prospective projects and on other working capital requirements.  
 
On April 22, 2008 an extension was granted by the Corporation to Eastern Goldfields for the fulfillment of 
the final suspensive condition of the previously announced share sale agreement. In recognition of the 
extension, Eastern Goldfields paid approximately $640,000 towards the purchase price, in the event the 
agreement is not finalized this payment is non-refundable. The agreement is now scheduled to close on 
May 31, 2008 with the balance of the purchase price then payable.  
 
The closure date of July 31, 2008 for the sale of Eersteling Gold Mine is still on track. 
 
5. LIQUIDITY AND CAPITAL RESOURCES  

As of March 31, 2008, the Corporation had a working capital surplus of $1,811,000 (surplus of $65,000 at 
December 31, 2007). Current assets of $4,894,000 ($4,408,000 – December 2007) increased due to an 
increase in the US dollar amount owed by RBZ for gold sales. During the first quarter of 2008 the US 
dollar amount owed by the RBZ has increased from $1,780,000 to $2,680,000. The RBZ only made 
$325,000 in payments.  
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In the Monetary Policy Statement of April 30, 2008 the RBZ has announced that foreign currency funds, 
owed by the RBZ, can be sold through the commercial banks, on a willing-buyer willing-seller basis at the 
inter-bank rate, which is a market related rate depending on supply and demand. This rate is approximately 
Z$190 million per US dollar at the present time which represents a significant increase in the effective rate 
being achieved when gold was sold at the gold support price. The gold support price has been abolished 
with immediate effect, and gold will now be sold to the RBZ as follows: 
 

• Minimum 65% US dollar proceeds and the balance paid in Zimbabwe dollars using the inter-
bank rate. 

This should result in a reduced discount to market price but the access to the US dollars will still be a 
challenge for the RBZ.  
 
Blanket Mine continues to be self funding. Little or no money is currently being spent on capital 
development due to a lack of foreign currency. 
During 2008, it is expected that the cash requirements of the Corporation will be met from the proceeds of 
the sale of Barbrook Mine and Eersteling Gold Mine and gold sales from Blanket Mine.  
 
Anticipated cash inflows in 2008 will be used mainly by the Corporation on its exploration, development 
and production activities. The expenditure at Blanket Mine, which is subject to the RBZ paying the 
$2,680,000 outstanding, will consist of the completion of the No 4 shaft expansion - at an estimated cost of 
$750,000 to regain the 600 tpd ore delivery to the plant and an amount of $1,500,000 to reach the expanded 
rate of 1,000 tpd ore delivery. 

Areas of focus outside Zimbabwe are as follows: 

• the defined activities at the Corporation’s Nama Cobalt/Copper Project at an estimated cost of         
$ 4,000,000 

• at Rooipoort and the other exploration of the South African PGE & Ni properties at an estimated 
cost of $1,250,000.  

• corporate working capital 

The prime area of focus will be the Nama cobalt project in Zambia. Notwithstanding the estimated 
expenditure amounts for each of the programs described above, the Corporation cannot predict the actual 
amounts that will be spent on those programs.  Decisions will be made to go ahead on the programs from 
time to time by Management as they, at that time, determine appropriate, based on results achieved in 
previous programs and funding availability. 
 
The Corporation does not have any significant long-term contractual obligations or commercial 
commitments other than the payment of its current liabilities and its four cobalt sales agreements.  It had 
two joint venture agreements with Ashton Mining of Canada Inc. and Motapa Diamonds Inc., in each case 
these partners were responsible for all property expenditures until a feasibility study had been completed.  
The Corporation has minor obligations in respect of licence fees for its exploration and mining properties 
some of which are paid in full by the Corporation’s joint venture partners.   Now that Motapa wishes to 
withdraw from its JV on Mulonga Plain, the Corporation will be responsible for maintaining the Licences.   
As of March 31, 2008 the Corporation had potential/contingent liabilities to do rehabilitation work on the 
Blanket, Barbrook and Eersteling Mines - if and when those Mines are permanently closed - at an estimated 
cost of $1,102,000. With the proposed sale of the Barbrook and Eersteling Mines, these obligations will 
pass on to the new owners. 
 
6.      OFF-BALANCE SHEET ARRANGEMENTS 

There are no off balance sheet arrangements. 
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7. RELATED PARTY TRANSACTIONS 
 

The Corporation had the following related party transactions:    
 Quarter ended 

March 31 

$ 000s 2008 2007 2006 

 $ $ $ 
Management, and allowances paid or accrued to a company which provides 
the services of the  Corporation’s President 

128 131 119 

Rent paid to a Company owned by members of the President’s family 11 12 12 
  

8.      CRITICAL ACCOUNTING POLICIES 

There are two major areas where accounting estimates are made, asset impairment and asset retirement 
obligation. As significant impairment provisions have already been made against the assets and there is a 
reasonable level of certainty around the estimate it is considered unlikely that any change in estimate would 
result in a material impact on the results of the Corporation. Based on indicative purchase offers made for 
Barbrook and Eersteling Mines no further asset impairment has been made against these assets.  The asset 
retirement obligation is also considered to be estimated with a reasonable degree of certainty, although the 
original estimation was calculated some years ago. The estimation is accreted annually at 5% and thus any 
change in circumstances is considered unlikely to have a material impact on the results of the Corporation 
or its operations. 
 
The following accounting policy changes have been adopted as of January 1, 2008 and are more fully 
described in the Interim Consolidated Financial Statements. 
 
a. Inventories:  

Effective January 1, 2008, the Corporation adopted the new recommendations of the Canadian Institute of 
Chartered Accountants (“CICA”) Handbook Section 3031, Inventories. This standard provides guidance on 
the determination of cost and its subsequent recognition as an expense, including any write-downs to net 
realizable value. It also provides guidance on the cost formulas that are used to assign costs to inventories 
and requires the reversal of write downs, if applicable, on inventory. There were no changes to the 
Corporation’s accounting policies required on implementation of this standard. 

b. Financial Instruments – Disclosures  

Effective January 1, 2008, the Corporation adopted the new recommendations of CICA Handbook Section 
3862, Financial Instruments - Disclosures; Section 3863, Financial Instruments – Presentation.   

Section 3862 on financial instrument disclosures, provides guidance on disclosures in the financial 
statements to enable users of the financial statements to evaluate the significance of financial instruments to 
the Corporation financial position and performance and about risks associated with both recognized and 
unrecognized financial instruments and how these risks are managed. The new Section requires qualitative 
and quantitative information relating to concentrations of risk, credit risk, liquidity risk and price risk 
currently found in Section 3861.  

Section 3863 carries forward unchanged the presentation requirements of Section 3861. This Section 
establishes standards for presentation of financial instruments and non-financial derivatives. It deals with 
the classification of financial instruments, from the perspective of the issuer, between liabilities and equity, 
the classification of related interest, dividends, losses and gains, and the circumstances in which financial 
assets and financial liabilities are offset.   

c. Capital Disclosures  
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Effective January 1, 2008, the Corporation adopted the new recommendations of CICA Handbook Section 
1535- Capital Disclosures. Section 1535 requires the disclosure of an entity’s objectives, policies and 
processes for managing capital as well as quantitative data about what the entity regards as capital. 
Disclosure of externally imposed capital requirements is also required and whether the entity has complied 
with these and, if not, the consequences.   

The Corporation has included disclosures recommended by the new section in Note 14 to these unaudited 
interim consolidated financial statements  

d. Financial Statements Presentation  

Effective January 1, 2008, the Corporation adopted the new recommendations of CICA amended Handbook 
Section 1400-General Standards of Financial Statements Presentation. The section provides revised 
guidance related to management’s responsibility to assess and disclose the ability of an entity to continue as 
a going concern.   

9.  Financial Risk Exposure and Risk Management  

The Corporation is exposed in varying degrees to a variety of financial instrument related risks by virtue of 
its activities. The overall financial risk management program focuses on preservation of capital, and 
protecting current and future Corporation assets and cash flows by reducing exposure to risks posed by the 
uncertainties and volatilities of financial markets.    

The Board of Directors has responsibility to ensure that an adequate financial risk management policy is 
established and to approve the policy. The Corporation’s Audit Committee oversees management’s 
compliance with the Corporation’s financial risk management policy.   

The types of risk exposure and the way in which such exposures are managed are as follows:  

i) Currency Risk  

As the Corporation operates in an international environment, some of the Corporation’s financial 
instruments and transactions are denominated in currencies other than the Canadian Dollar. The results of 
the Corporation’s operations are subject to currency transaction risk and currency translation risk. The 
operating results and financial position of the Corporation are reported in Canadian dollars in the 
Corporation’s consolidated financial statements.  

The fluctuation of the Canadian dollar in relation to other currencies will consequently have an impact upon 
the profitability of the Corporation and may also affect the value of the Corporation’s assets and the amount 
of shareholders’ equity.    

A significant portion of the Corporation’s assets and liabilities are denominated in South African rand and 
Zimbabwe dollars.  Management do not consider that the fluctuation of the value of the South African Rand to 
the Canadian Dollar could have a significant impact on the results of operations. Blanket Mine operation is 
subject to a hyperinflationary environment in Zimbabwe, foreign creditors are denominated in Rands and 
local costs increase with inflation. As the official exchange rate is fixed and the effective buying power of the 
Zimbabwe Dollar decreases accordingly there could be a significant impact on the results of the operations. 
The shareholder loan account in Zimbabwe is denominated in US Dollars and will generate foreign exchange 
losses for Blanket Mine in Zimbabwe Dollar terms but the effect on the consolidated financial statements in 
Canadian Dollars is unlikely to be significant.  The fair values of these financial instruments approximate their 
carrying values, unless otherwise noted.  The Corporation does not use any derivative instruments to reduce 
its foreign currency risks. 
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Below is a summary of the cash or near cash items denominated in a currency other than the Canadian dollar 
that would be affected by changes in exchanges rates relative to the Canadian dollar. All values are in 
thousands. 
 

$000 US 
Dollars 

Zimbabwe 
Dollars 

SA  Rand 

Cash 168 2,224,730,723 1,104 
Accounts Receivable 2,627 933,728,601 566 
Accounts Payable 87 3,429,247,109 10,659 

The table below illustrates by how much a 1% change in the rate of exchange between the Canadian dollar 
and the currencies above will affect net income. 

$000 US 
Dollars 

Zimbabwe 
Dollars 

SA  Rand 

Cash 2 1 1 
Accounts Receivable 25 - 1 
Accounts Payable 1 1 13 

 
ii) Interest Rate Risk  

Interest rate risk is the risk borne by an interest-bearing asset or liability as a result of fluctuations in 
interest rates.  

Unless otherwise noted, it is the opinion of management that the Corporation is not exposed to significant 
interest rate risk as it is debt free and only utilizes overdraft facilities for short periods if necessary. The 
Corporation’s cash and cash equivalents include highly liquid investments that earn interest at market rates. 
The Corporation manages its interest rate risk by endeavoring to maximize the interest income earned on 
excess funds while maintaining the liquidity necessary to conduct operations on a day-to-day basis. The 
Corporation’s policy focuses on preservation of capital and limits the investing of excess funds to liquid 
term deposits in “A” grade financial institutions.  

Fluctuations in market interest rates have not had a significant impact on the Corporation’s results of 
operations due to the short-term to maturity of the investments held. 
 
iii) Concentration of Credit Risk  

Credit risk is the risk of a financial loss to the Corporation if a gold sales customer fails to meet its 
contractual obligation. Credit risk arises principally from the Corporation’s receivables from the Reserve 
Bank of Zimbabwe (“RBZ”) who is the sole buyer of gold produced.   

At December 31, 2007 the RBZ owed Blanket Mine $1,780,000 and at March 31, 2008 this had increased 
to $2,680,000 despite having received $325,000 in payments. The lack of foreign currency in Zimbabwe 
affects all business sectors and management maintains close relations with RBZ to ensure payments are 
made whenever necessary, to sustain operations, within the capabilities of the RBZ.  
 
In the Monetary Policy Statement announced by RBZ on April 30, 2008 an exporter who is owed foreign 
currency by RBZ is now allowed to sell the currency to a willing seller through the commercial bank 
system at a negotiated rate. Although untested this should enable Blanket Mine to access 
Zimbabwe dollars required for the operation at rates more favorable than the official exchange rate. 
 
No provision has been made against the trade receivable due by the RBZ.  
  
iv) Liquidity Risk  



 

 11

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

The Corporation manages its liquidity by ensuring that there is sufficient capital to meet short and long 
term business requirements, after taking into account cash flows from operations and the Corporation’s 
holdings of cash and cash equivalents. The Corporation believes that these sources will be sufficient to 
cover the likely short and long term cash requirements. Senior management is also actively involved in the 
review and approval of planned expenditures by regularly monitoring cash flows from operations and 
anticipated investing and financing activities.  

Blanket Mine in Zimbabwe continues to be self funding. 
 
v) Commodity Price Risk  

The value of the Corporation’s mineral resource properties is related to the price of gold, platinum and 
cobalt, and the outlook for these minerals. In addition, adverse changes in the price of certain raw materials 
can significantly impair the Corporation’s cash flows.  

Gold prices historically have fluctuated widely and are affected by numerous factors outside of the 
Corporation's control, including, but not limited to, industrial and retail demand, central bank lending, 
forward sales by producers and speculators, levels of worldwide production, short-term changes in supply 
and demand because of speculative hedging activities, and macro-economic variables, and certain other 
factors related specifically to gold.  

The major factor influencing commodity price risk is that RBZ does not pay Blanket Mine market value for 
gold produced.  

During the quarter the RBZ bought gold for USD at a discount to the market price of approximately 35% or 
for Zimbabwe dollars at a controlled price not representative of the market price. 

The profitability of the Blanket Mine is highly correlated to the controlled price paid by RBZ and the 
hyperinflationary conditions experienced in Zimbabwe, currently 165,000% per annum. To the extent that 
the price of gold increases over time, asset value increases and cash flows improve; conversely, declines in 
the price of gold directly impact value and cash flows. A protracted period of unadjusted gold prices by 
RBZ could impair the Corporation’s operations and development opportunities, and significantly erode 
shareholder value.   

In the Monetary Policy Statement made by RBZ on April 30, 2008, the purchase price of gold to be paid by 
RBZ was amended. Although the announcement is unclear in certain aspects, it is clear that the previously 
controlled Zimbabwe dollar support price has been abolished which will mean that the discount to market 
price will reduce significantly. The mechanics of the new policy are being determined at present but overall 
Blanket Mine will receive a price which is more aligned to the market price.  

10.          SECURITIES OUTSTANDING 

As at March 31, 2008 the following securities were outstanding:   
 
(1) 500,169,280 common shares; 
 
 
(2) Options and warrants as follows: 
 
Number  Description  Exercise Price  Validity  

17,710,000  Common share purchase options  Average $0.1913 Various until May 11, 2016 
12,300,000  Common share purchase warrants  $0.15  Until January 11, 2009  
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As the Corporation’s Option Plan allows the granting of options on a number of shares equal to 10% of the 
issued shares, the Corporation could grant options on 50,016,928 shares.  This figure includes any options 
previously exercised and the current unexercised options. On April 30, 2008 a further 1,870,000 share 
purchase options were issued at $0.155 per share. 

11.         CONTROLS 

The CEO and CFO have evaluated the effectiveness of the Corporation’s disclosure controls and 
procedures and assessed the design of the Corporation’s internal control over financial reporting as of 
December 31, 2007, pursuant to the certification requirements of Multilateral Instrument 52-109. They 
confirm that the internal control over financial reporting will prevent any material misstatement of the 
annual financial statements. 

 
The Corporation has a Disclosure Committee consisting of four Directors and one Officer, and has 
disclosure controls and procedures which it follows in an attempt to ensure that it complies with all required 
disclosures on an adequate and timely basis.  The Corporation’s Directors and Management, and the 
Disclosure Committee, are making all reasonable efforts to ensure that the Corporation’s disclosures are 
made in full compliance with the applicable rules and requirements.  All reasonable efforts are also being 
made to ensure that the Corporation’s disclosure controls and procedures provide reasonable assurance that 
material information relating to the Corporation, including its consolidated subsidiaries, is made known to 
the Corporation’s Certifying Officers by others within those entities. 

 
12.          FORWARD LOOKING STATEMENTS 

This Management Discussion and Analysis contains certain forward-looking statements relating but not 
limited to the Corporation’s expectations, intentions, plans and beliefs. Forward-looking information can 
often be identified by forward-looking words such as “anticipate”, “believe”, “expect”, “goal”, “plan”, 
“intend”, “estimate”, “could”, “should”, “may” and “will” or similar words suggesting future outcomes, or 
other expectations, beliefs, plans, objectives, assumptions, intentions or statements about future events or 
performance. Forward-looking information may include reserve and resource estimates, estimates of future 
production, unit costs, costs of capital projects and timing of commencement of operations, and is based on 
current expectations that involve a number of business risks and uncertainties. Factors that could cause 
actual results to differ materially from any forward-looking statement include, but are not limited to, failure 
to establish estimated resources and reserves, the grade and recovery of ore which is mined varying from 
estimates, capital and operating costs varying significantly from estimates, delays in obtaining or failures to 
obtain required governmental, environmental or other project approvals, inflation, changes in exchange 
rates, fluctuations in commodity prices, delays in the development of projects and other factors. Forward-
looking statements are subject to risks, uncertainties and other factors that could cause actual results to 
differ materially from expected results.  

Potential shareholders and prospective investors should be aware that these statements are subject to known 
and unknown risks, uncertainties and other factors that could cause actual results to differ materially from 
those suggested by the forward-looking statements. Shareholders are cautioned not to place undue reliance 
on forward-looking information. By its nature, forward-looking information involves numerous 
assumptions, inherent risks and uncertainties, both general and specific, that contribute to the possibility 
that the predictions, forecasts, projections and various future events will not occur. The Corporation 
undertakes no obligation to update publicly or otherwise revise any forward-looking information whether as 
a result of new information, future events or other such factors which affect this information, except as 
required by law. 

 
13. QUALIFIED PERSONS 
Dr. Trevor Pearton, BSc Eng (Mining Geology), PhD (Geology) FGSSA, VP Exploration is a qualified 
person as defined by NI 43-101. Dr. Pearton is responsible for the technical information provided on this 
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MD&A except where otherwise stated. He was assisted where appropriate by outside consultants and/or 
qualified persons for joint-ventured projects. Mr. David Grant, is the Independent Qualified Person  for the 
NI 43-101 report on the D resource area of the Nama Property, prepared by Applied Geology and Mining 
(Proprietary)Limited whose Managing Director is Mr. Grant . 
 
14. BOARD AND SENIOR MANAGEMENT CHANGES 

Dr. Trevor Pearton was appointed VP Exploration on February 15, 2008.  
 
Mr Leigh A. Wilson was appointed as a non-executive Director of the Corporation and a member of the 
Audit committee. 
At the present time there is a worldwide shortage of senior mining industry professionals and the 
Corporation is one of many companies looking for suitable staff.  With the anticipated sale of the South 
African gold mines and the planned expansion of the Zambian exploration, mining and metallurgical pilot 
plant programs the Corporation is re-evaluating its requirements for replacement of senior staff.  
 

 



Management’s Responsibility for Financial Reporting  
           
To the Shareholders of Caledonia Mining Corporation: 
 
The accompanying unaudited consolidated financial statements of Caledonia were prepared by 
management in accordance with accounting principles generally accepted in Canada, consistently applied 
and within the framework of the summary of significant accounting policies in these consolidated 
financial statements.  Management is responsible for all information in the quarterly report.  All financial 
and operating data in the quarterly report is consistent, where appropriate, with that contained in the 
consolidated financial statements. 
 
The Board of Directors discharges its responsibilities for the consolidated financial statements primarily 
through the activities of its Audit Committee composed of three directors, all of whom are not members 
of management. This Committee meets with management to assure that it is performing its responsibility 
to maintain financial controls and systems and to approve the quarterly consolidated financial statements 
of Caledonia.   
 
The consolidated financial statements have not been reviewed by Caledonia’s auditors. 
 
 
 
 
  
 
 S. E. Hayden       S.R. Curtis 
President and       Vice-President Finance 
Chief Executive Officer      and Chief Financial Officer 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

   
 
 
 
 

Caledonia Mining Corporation 
Consolidated Balance Sheets 

(in thousands of Canadian dollars) 
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 March 31 December 31 

Unaudited 2008 2007 
 

Assets $ $ 
Current   
    Cash and cash equivalents 554 76 
    Accounts receivable 2,849 2,064 
    Inventories 1,327 2,085 
    Prepaid expenses 15 17 
    Assets held for sale  149 166 
 4,894 4,408 
   
Capital Assets and Mineral properties held for sale  11,418 11,424 
   
Investments (Note 1) 22 22 
Capital assets (Note 2) 199 213 
Mineral properties (Note 3)  13,587 13,425 
 25,226 25,084 
 30,120 29,492 

 
Liabilities and Shareholders’ Equity   
Current   
    Bank overdraft - 13 
    Accounts payable  1,686 2,743 
    Liabilities held for sale 1,397 1,587 
 3,083 4,343 
   
Long term liability (Note 11) - 11 
Asset retirement obligation (Note 4) 831 732 
Asset retirement obligation  - held for sale (Note 4) 271 311 
 4,185 5,397 

 
Shareholders’ Equity   
    Share capital (Note 5) 196,125 195,006 
    Contributed surplus  1,040 1,040 
    Accumulated other comprehensive income/(loss) (57) (57) 
    Deficit (171,173) (171,894) 
 25,935 24,095 
 30,120 29,492 

 
On behalf of the Board:         
       
 “ S E Hayden”    Director  
   
  “G R Pardoe”   Director  
The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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Caledonia Mining Corporation
Consolidated Statements of Changes in Shareholders’ Equity

(in thousands of Canadian dollars )
                                     

For the periods ended March 31, 2008,December 31 2007 and 2006 
    
 
 
 

Unaudited 

  $ $ $ $ $ $ 
Balance at December 31, 2005  180,053 923 -  (161,604) 19,372 
Shares issued  10,573     10,573 
Stock options expense   81    81 
Options forfeited   (15)    (15) 
Net Loss for the year      (5,675) (5,675) 
Balance at December 31, 2006  190,626 989 -  (167,279) 24,336 
Warrants exercised 5(b)(iv) 4,380     4,380 
Adjustment to opening         
Balance, change in accounting        
Policy     31  31 
Stock options expense 5 (c)  61    61 
Options forfeited   (10)    (10) 
Investments revaluation        
To fair value     (88)  (88) 
Net Loss for the year      (4,615) (4,615) 
Balance at December 31, 2007  195,006 1,040 - (57) (171,894) 24,095 
Shares issued  1,119     1,119 
Net Profit for the period      721 721 
Balance at March 31, 2008  196,125 1,040  (57) (171,276) 25,935 

    Accumulated    
     other   
 Share Contributed Broker  comprehensive    

Note Capital Surplus Warrants  income Deficit Total 

 
The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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Consolidated Statements of Operations and Comprehensive Income/ (Loss) 
(in thousands of Canadian dollars except share and per share amounts) 

 
 For the three months ended March 31 
Unaudited 2008 2007 2006 

 
Revenue and operating costs $ $ $ 
    Revenue from sales 2,504 3,318 1 
    Operating costs 1,259 4,394 294 
Gross profit (loss) 1,245 (1,076) (293) 

 
Costs and expenses    
    General and administrative 410 393 189 
    Interest  43 11 (2) 
    Amortization 101 8 9 
    Exchange loss/(gain) (100) 2,427 (102) 
    Other expense (income) (Note 7) - (9) - 
 454 2,830 94 

 
Income (loss) before discontinued operations 791 (3,906) (387) 
Current Income Tax  - (1) - 
Net income(loss) before discontinued operations 791 (3,907) (387) 

 

Discontinued operations (loss) (70) (255) (1,879) 

Net (loss) after discontinued operations 721 (4,162) (2,266) 

Revaluation of Investments to fair value (Note 1) - - - 

Comprehensive Income/(Loss) (Note 9)  721 (4,162) (2,266) 
    

Income/(loss) per share    

Basic and diluted from continuing operations $0.001 ($0.009) ($0.001) 

Basic and diluted from discontinued operations - ($0.001) ($0.005) 

Basic and diluted for the year $0.001 ($0.010) ($0.006) 

 
 
The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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Caledonia Mining Corporation 
Consolidated Statements of Cash Flows 

(in thousands of Canadian dollars) 
 

 For the three months ended March 31 
Unaudited 2008 2007 2006 

 
Cash provided by (used in)    

 
Operating activities $ $ $ 
  Income(loss) before discontinued operations 790 (3,907) (387) 
 
   Adjustments to reconcile net cash from operations (Note 8)  134 (50) 41 
 
   Changes in non-cash working capital balances (Note 8) (1,254) 3,127 746 
 

 (330) (830) 400 
 
Investing activities    
   Expenditures on capital assets and mineral properties (231) (684) (5) 

 (231) (684) (5) 
 
Financing activities    
   Bank overdraft (13) 599 84 
   Issue of share capital net of issue costs  1,119  1,475 

    1,106 599 1,559 
    
Cash flow from discontinued operations    
Operating activities (65) (255) (1,707) 
Investing activities - - (1,030) 
Financing activities (2) - - 
 (67) (255) (2,737) 

 
Increase (decrease) in cash for the year 478 (1,170) (783) 
Cash and cash equivalents, beginning of year 76 1,298 1,076 
Cash and cash equivalents, end of year 554 128 293 
    
Cash and cash equivalents at end of year relate to:    
Continuing operations 562 126 574 
Discontinued operations (8) 2 (281) 
 554 128 293 

 
 
 
 
 
 
 

The accompanying summary of significant accounting policies and notes are an integral part of these consolidated financial statements. 
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Caledonia Mining Corporation 
Summary of Significant Accounting Policies 

(in thousands of Canadian Dollars)     
 
Nature of Business 
 
The Corporation is engaged in the acquisition, exploration and development of mineral properties for the 
exploitation of base and precious metals.  The ability of the Corporation to recover the amounts shown for its capital 
assets and mineral properties is dependent upon the existence of economically recoverable reserves; the ability of 
the Corporation to obtain the necessary financing to complete exploration and development; and future profitable 
production or proceeds from the disposition of such capital assets and mineral properties. 
 
The Corporation operates in a number of operating segments but its assets located in Zimbabwe, including its 
interests in gold properties, are subject to a hyperinflationary environment and may be subject to sovereign risks, 
including political and economic instability, government regulations relating to mining, currency fluctuations and 
inflation, all or any of which may impede the Corporation's activities in this country or may result in the impairment 
or loss of part or all of the Corporation's interest in the properties. 
 
Basis of Presentation and Going Concern 
 
These unaudited interim consolidated financial statements of Caledonia Mining Corporation (“Caledonia” or the 
“Corporation”) have been prepared by management in accordance with accounting principles generally accepted 
in Canada ("Canadian GAAP") for interim financial statements. Certain information and note disclosures 
normally included in the annual consolidated financial statements prepared in accordance with Canadian GAAP 
have been condensed or excluded. As a result, these unaudited interim consolidated financial statements do not 
contain all disclosures required to be included in the annual consolidated financial statements and should be read 
in conjunction with the most recent audited annual consolidated financial statements and notes thereto for the 
year ended December 31, 2007.  

These unaudited consolidated financial statements have been prepared on the basis of a going concern, which 
contemplates that the Corporation will be able to realize assets and discharge liabilities in the normal course of 
business.  The Corporation’s ability to continue as a going concern is dependent upon attaining profitable 
operations, realising proceeds from the disposal of mineral properties and obtaining sufficient financing to meet its 
liabilities, its obligations with respect to operating expenditures and expenditures required on its mineral properties. 
 
Significant Accounting Policies:  

These unaudited interim consolidated financial statements are prepared following accounting policies consistent 
with the Corporation's audited annual consolidated financial statements and notes thereto for the year ended 
December 31, 2007, except for the following changes in accounting policies: 
 

Adoption of New Accounting Standards  

a. Inventories:  

Effective January 1, 2008, the Corporation adopted the new recommendations of the Canadian Institute of 
Chartered Accountants (“CICA”) Handbook Section 3031, Inventories. This standard provides guidance on the 
determination of cost and its subsequent recognition as an expense, including any write-downs to net realizable 
value. It also provides guidance on the cost formulas that are used to assign costs to inventories and requires the 
reversal of write downs, if applicable, on inventory. There were no changes to the Corporation’s accounting 
policies required on implementation of this standard. 
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Caledonia Mining Corporation 
Summary of Significant Accounting Policies (continued) 

(in thousands of Canadian Dollars)    
 
 

b. Financial Instruments – Disclosures  

Effective January 1, 2008, the Corporation adopted the new recommendations of CICA Handbook Section 3862, 
Financial Instruments - Disclosures; Section 3863, Financial Instruments – Presentation.   

Section 3862 on financial instrument disclosures, provides guidance on disclosures in the financial statements to 
enable users of the financial statements to evaluate the significance of financial instruments to the Corporation 
financial position and performance and about risks associated with both recognized and unrecognized financial 
instruments and how these risks are managed. The new Section requires qualitative and quantitative information 
relating to concentrations of risk, credit risk, liquidity risk and price risk currently found in Section 3861.  

Section 3863 carries forward unchanged the presentation requirements of Section 3861. This Section establishes 
standards for presentation of financial instruments and non-financial derivatives. It deals with the classification 
of financial instruments, from the perspective of the issuer, between liabilities and equity, the classification of 
related interest, dividends, losses and gains, and the circumstances in which financial assets and financial 
liabilities are offset.  

The Corporation has included disclosures recommended by these sections in Notes 12 and 13 to these unaudited 
interim consolidated financial statements.   

c. Capital Disclosures  
Effective January 1, 2008, the Corporation adopted the new recommendations of CICA Handbook Section 1535- 
Capital Disclosures. Section 1535 requires the disclosure of an entity’s objectives, policies and processes for 
managing capital as well as quantitative data about what the entity regards as capital. Disclosure of externally 
imposed capital requirements is also required and whether the entity has complied with these and, if not , the 
consequences.   

The Corporation has included disclosures recommended by the new section in Note 14 to these unaudited interim 
consolidated financial statements  

d. Financial Statements Presentation  

Effective January 1, 2008, the Corporation adopted the new recommendations of CICA amended Handbook 
Section 1400-General Standards of Financial Statements Presentation. The section provides revised guidance 
related to management’s responsibility to assess and disclose the ability of an entity to continue as a going 
concern.   
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Caledonia Mining Corporation 
Summary of Significant Accounting Policies (continued) 

(in thousands of Canadian Dollars)    
.  
Recently issued accounting pronouncements issued and not yet effective 
 
In February 2008, the Canadian Institute of Chartered Accountants (“CICA”) issued Section 3064 Goodwill and 
intangible assets, replacing Section 3062, Goodwill and other intangible assets.  The new Section will be 
applicable to financial statements relating to fiscal years beginning on or after October 1, 2008.  Accordingly, the 
Corporation will adopt the new standards for its fiscal year beginning 1 January 2009.  It establishes standards 
for the recognition, measurement, presentation and disclosure of goodwill subsequent to its initial recognition 
and of intangible assets by profit-oriented enterprises.  Standards concerning goodwill are unchanged from the 
standards included in the previous Section 3062.  The Corporation is currently evaluating the impact of the 
adoption of this new Section on its consolidated financial statements. 
 
International Financial Reporting Standards (“IFRS”)  

In 2006, the Canadian Accounting Standards Board ("AcSB") published a new strategic plan that will 
significantly affect financial reporting requirements for Canadian companies. The AcSB strategic plan outlines 
the convergence of Canadian GAAP with IFRS over an expected five year transitional period. In February 2008 
the AcSB announced that 2011 is the changeover date for public accountable companies to use IFRS, replacing 
Canada's own GAAP. The transition date is for interim and annual financial statements relating to fiscal years 
beginning on or after January 1, 2011. The transition date of January 1, 2011 will require the restatement for 
comparative purposes of amounts reported by the Corporation for the year ended December 31, 2010. While the 
Corporation has begun assessing the adoption of IFRS for 2011, or sooner if possible, the financial reporting 
impact of the transition to IFRS cannot be reasonably estimated at this time.  

Other Existing Accounting Policies 
 
Inventories 
 
These include gold in circuit (WIP) and bulk consumable stores.  WIP is valued at the lower of the cost of 
production, on an average basis, at the various stages of production or net realisable value if the cost of 
production exceeds the current gold price.  Bulk consumable stores are valued at the lower of cost or net 
realisable value on an average basis.  

 
Capital Assets 
 
Producing Assets 
Producing assets are recorded at cost less grants, accumulated amortization and write-downs.  Producing plant and 
equipment assets are amortized using the unit-of-production method on the ratio of tonnes of ore mined or 
processed to the estimated proven and probable mineral reserves as defined by the Canadian Institute of Mining, 
Metallurgy and Petroleum.   
 
Other producing assets are amortized using the straight line method basis on the estimated useful lives of the assets.  
The estimated life of the producing assets ranges up to 10 years. Repairs and maintenance expenditures are charged 
to operations; major improvements and replacements which extend the useful life of an asset are capitalized and 
amortized over the remaining useful life of that asset.  Barbrook Mine and Eersteling Gold Mine have been put up 
for sale and are thus presented as assets for sale in these consolidated financial statements.  
 
Non-Producing Assets 
Non-producing assets are recorded at cost less write downs.  At the time of commercial production, the assets are 
reclassified as producing.  During non-producing periods, no amortization is recorded on plant and equipment but 
vehicles and computer equipment continue to be amortized. 



 
  
 

 
 
 

9

 
 

Caledonia Mining Corporation 
Summary of Significant Accounting Policies (continued) 

(in thousands of Canadian Dollars)   
 

Assets held for sale and discontinued operations 
 
During 2006 Barbrook Mine was subjected to extended industrial action which resulted in damage to infrastructure. 
As a consequence of this Barbrook was placed on care and maintenance and subsequently the decision was taken to 
sell Barbrook Mine along with Eersteling Gold Mining Corporation that had been on care and maintenance since 
1997. 
 
The components held for sale are as follows:  
 
 Barbrook Mine Eersteling Gold Mine 
 March 31 December 31 March 31 December 31 
 2008 2007 2008 2007 
 $ $ $ $ 
Capital Assets and mineral properties 10,779 10,779 639 645 
Current Assets 81 88 68 78 
Current Liabilities (1,369) (1,549) (28) (38) 
Asset Retirement obligation (93) (107) (178) (204) 
 
As a consequence of this decision Barbrook and Eersteling Mine’s results for 2008 and preceding years have been 
disclosed under discontinued operations. Revenue from discontinued operations is Nil ($60 in 2007 and $2,973 in 
2006). There is no tax applicable to discontinued operations. 
 
Mineral Properties 
 
Producing Properties 
When and if properties are placed in production, the applicable capitalized costs are amortized using the unit-of-
production method as described above. Blanket Mine was acquired during 2006 and has been consolidated into 
these results from July 1, 2006 and, as such, has been presented as a producing asset in these consolidated financial 
statements.   
 
Non-Producing Properties 
 
Costs relating to the acquisition, exploration and development of non-producing resource properties which are held 
by the Corporation or through its participation in joint ventures are capitalized until such time as either 
economically recoverable reserves are established or the properties are sold or abandoned 
A decision to abandon, reduce or expand activity on a specific project is based upon many factors including general 
and specific assessments of mineral reserves, anticipated future mineral prices, anticipated costs of developing and 
operating a producing mine, the expiration date of mineral property leases, and the general likelihood that the 
Corporation will continue exploration on the project.  However, based on the results at the conclusion of each phase 
of an exploration program, properties that are not suitable as prospects are re-evaluated to determine if future 
exploration is warranted and that carrying values are appropriate. 
 
The ultimate recovery of these costs depends on the discovery and development of economic ore reserves or the sale 
of the properties or the mineral rights.  The amounts shown for non-producing resource properties do not 
necessarily reflect present or future values. 
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Caledonia Mining Corporation 
Summary of Significant Accounting Policies (continued) 

(in thousands of Canadian Dollars)   
 

 
Foreign Currency Translation 
 
Balances of the Corporation denominated in foreign currencies and the accounts of its foreign subsidiaries are 
translated into Canadian dollars as follows: 

(i) monetary assets and liabilities at period end rates; 
(ii) all other assets and liabilities at historical rates, and 
(iii) revenue and expense transactions at the average rate of exchange prevailing during the period. 

 
Exchange gains or losses arising on these translations are reflected in income in the year incurred.  
 
Blanket is a self-sustaining operation and operates in Zimbabwe in a hyper inflationary economy. Accordingly the 
results of these operations have been translated into Canadian Dollars using the temporal method. Included in the 
statement of operations is an exchange loss of $405 (Loss $1,203 – 2007 and gain $291 - 2006) relating to the 
ranslation of Blanket Mine. t 
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Caledonia Mining Corporation 
Notes to the Consolidated Financial Statements 

(in thousands of Canadian Dollars unless otherwise indicated and except for share and per share amounts)  
 

 
1. Investments 
 

On May 9, 2002, the Corporation participated in a private placement of the purchase of shares of Motapa 
Diamonds Inc. (“Motapa”) at a cost of $79.  The shares of Motapa are listed on the TSX Venture Exchange in 
Canada.  
 
The adoption of CICA Handbook Sections 3855 and 1530, retrospectively from January 1, 2007, 
determines that the Corporation records its investments in Motapa Diamonds Inc. and in Old Mutual Plc as 
financial instruments “available for sale” and they are thus have been recorded at fair value.  
   
The fair value of the investment in Motapa Diamonds Inc is $20 ($20 -2007 and $26 – 2006) and the fair 
value of the shares held in Old Mutual Plc is $2 ($2 – 2007 and $84- 2006).  
 

2. Capital Assets 
              2008 

  
Cost (1) 

Accumulated 
Amortization 

Net 
Book Value 

 $ $ $ 
Land – plant sites 12 - 12 
Plant and equipment    
    - producing (2) 24 1 23 
    - non-producing (3)  229 229 - 
Office equipment 887 843 44 
Vehicles 387 267 120 

 1,539 1,340 199 
              
           2007 

  
Cost (1) 

Accumulated 
Amortization 

Net 
Book Value 

 $ $ $ 
Land - plant sites 12 - 12 
Plant and equipment    
    - producing (2) 24 1 23 
    - non-producing (3) 229 229 - 
Office equipment 887 838 49 
Vehicles 387 258 129 

 1,539 1,326 213 
 
(1) Cost is comprised of the original cost of the asset, less write-downs, removal of cost for disposals and 

government grants. 
(2) The producing plant and equipment relates to the Blanket operation. 
(3)  The net book value of non-producing plant and equipment represents Zambian operations.  
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Caledonia Mining Corporation 
Notes to the Consolidated Financial Statements 

(in thousands of Canadian Dollars unless otherwise indicated and except for share and per share amounts)  
 

 
3. Mineral Properties 
              2008 

  
Cost (1) 

Accumulated 
Amortization 

Net Book 
Value 

Producing: $ $ $ 
   Blanket, Zimbabwe - gold property  4,981 82 4,899 
Non-producing - exploration:    
   Rooipoort , South Africa 4,245 - 4,245 
   Nunavut, Canada (2) 750 750 - 
   Goedgevonden, South Africa 111 - 111 
   Nama, Zambia 3,288 - 3,288 
   Mulonga, Zambia(2) 1,044 - 1,044 

 14,419 832 13,587 
 
         2007 

  
Cost (1) 

Accumulated 
Amortization 

Net Book 
Value 

Producing: $ $ $ 
   Blanket, Zimbabwe - gold property  4,951 2 4,949 
Non-producing - exploration:    
   Rooipoort , South Africa 4,236 - 4,236 
   Nunavut, Canada - - - 
   Goedgevonden, South Africa 102 - 102 
   Nama, Zambia 3,094 - 3,094 
   Mulonga, Zambia 1,044 - 1,044 

 13,427 2 13,425 
      

(1) Cost is comprised of the original cost of the asset, less write-downs, removal of cost for disposals and 
government grants, and includes the capitalized value of the estimated asset retirement obligations. 
  

(2) The Corporation has entered into strategic alliances with third parties on a Canadian property (Nunavut) and a 
Zambian property (Mulonga) valued at $0 ($750 – 2006) and $1,044 ($1,044 – 2006) respectively.  The third 
parties may earn varying percentage interests in these properties by carrying out exploration work on the 
properties. Due to a lack of recent exploration activity in the Canadian property strategic alliance the 
carrying value of $750 was written off in 2007. The Zambian strategic alliance partner, Motapa Diamonds 
Inc., has given notice of its desire to terminate the strategic alliance agreement. The Corporation has applied 
for a retention licence over the properties.  All interest in the strategic alliance will be transferred to the 
Corporation by Motapa Diamonds Inc. 
 

The recoverability of the carrying amount of the South African and Zambian mineral properties is dependent upon 
the availability of sufficient funding to bring the properties into commercial production, the price of the products 
to be recovered, the exchange rate of the local currency relative to the US dollar and the undertaking of profitable 
mining operations. As a result of these uncertainties, the actual amount recovered may vary significantly from the 
carrying amount.   
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Caledonia Mining Corporation 
Notes to the Consolidated Financial Statements 

(in thousands of Canadian Dollars unless otherwise indicated and except for share and per share amounts)  
 

 
4. Asset Retirement Obligation 

 March 31 December 31 

 2008 2007 

 $ $ 
Continuing operation  732 811 
Accretion expense 11 35 
Foreign exchange loss (gain) 88 (114) 
Closing balance – continuing operations  831 732 
Opening balance  311 364 
Accretion expense - - 
Foreign exchange loss (gain) (40) (53) 
Closing balance – held for sale 271 311 

 
The asset retirement obligations relate to Blanket Mine $831 ($732 – 2007 and $811 – 2006), Barbrook Gold 
Mine $93 ($107 – 2007 and $125 - 2006) and Eersteling Gold Mine $178 ($204 – 2007 and $239 - 2006) and are 
estimates of costs of rehabilitation at the end of the mine life, increased annually for accretion expense at a rate 
of 5%. As both Barbrook and Eersteling Mines were on care and maintenance no accretion was made in 2008.  
 
 
5. Share Capital 
 

(a)  Authorized 
An unlimited number of common shares 
An unlimited number of preference shares. 

(b) Issued 
 Number of Shares Amount 

Common shares  $ 
Balance, December 31, 2005 370,715,136 180,053 
Issued pursuant to private placement (i) 15,437,626 1,475 
Issued pursuant to a private placement (ii) 34,828,259 3,924 
Issued pursuant to acquisition  (Note 14) 20,000,000 3,014 
Issued pursuant to a private placement (iii) 17,000,000 2,160 
Balance - December 31 , 2006 457,981,021 190,626 
Warrants exercised (iv) 29,888,259 4,380 
Balance - December 31 , 2007 487,869,280 195,006 
Issued pursuant to a private placement (v) 12,300,000 1,119 
Balance - March 31 , 2008 500,169,280 196,125 
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(i)  During December 2005, the Corporation commenced a private placement to raise $3,496.  As at December 

31, 2005, the first closing raised gross proceeds of $1,875 comprising 17,850,000 units. The balance of the 
offering was received by February 2006 upon completion of the second to fourth closings (see Note 14 
below).  A total of 33,287,626 units priced at $0.105 were subscribed for all closings. Each unit consisted of 
one common share and one common share purchase warrant.  The common share purchase warrants are 
exercisable for one common share at $0.20 per whole warrant for a period of 24 months from the date of 
issuance.   

        
The private placement agents were paid a commission of 9% of the gross proceeds raised. Cash 
commissions paid on the first closing amounted to $168 and has been charged to share capital in 2005. 
 

(ii)  In April 2006 the Corporation commenced a private placement to raise additional funds. This placement 
raised $3,924 after expenses from the sale of 34,828,259 units.  Each unit consists of one common share 
and one share purchase warrant. 

 
(iii)   In July 2006 the Corporation completed a private placement to raise additional funds. This placement of 

17,000,000 units, each consisting of one common share and one share purchase warrant, was completed in 
July 2006 and raised $2,160 after expenses. 
 

(iv) In April and May 2007 shareholders holding 29,888,259 warrants at $0.15 each exercised the warrants 
raising $4,380 after expenses. 

 
(v) In February 2008 the Corporation commenced a private placement to raise additional funds. This 

placement raised $1,119 after expenses from the sale of 12,300,000 units.  Each unit consists of one 
common share and one share purchase warrant.  

 
 (c)  Stock Option Plans and Stock-Based Compensation 

 
The Corporation has established incentive stock option plans (the "Plans") for employees, officers, 
directors, consultants and other service providers. Under the Plans, as at March 31, 2008, the 
Corporation has the following options outstanding: 
 

Number of Options Exercise Price Expiry Date 

 $  
9,950,000   0.235 April 24, 2012 

150,000   0.345 June 2, 2012 
610,000   0.260 April 29, 2014 
200,000   0.260 August 15, 2014 

4,000,000   0.110 February 15, 2015 
1,000,000  0.140 July 10, 2010 

300,000 0.125 May 11,2016 
200,000 0.110 January 23, 2017 

1,100,000 0.1125 May 31, 2012 
200,000 0.1125 May 31, 2012 

17,710,000 0.1913  
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The continuity of the options granted, exercised, cancelled and expired under the Plans during 2007, 
2006 and 2005 are as follows: 

 Number of Options Weighted Avg. Exercise Price 

  $ 
Options outstanding at December 31, 2005 16,898,000 0.21 
Granted 450,000 0.13 
Forfeited or expired (110,000) (0.27) 
Options outstanding at December 31, 2006 17,238,000 0.21 
Forfeited or expired (150,000) (0.115) 
Granted 200,000 0.11 
Granted 1,300,000 0.1125 
Options outstanding at December 31, 2007 18,588,000 0.198 
Forfeited or expired (878,000) (0.33) 
Options outstanding at March 31, 2008 17,710,000 0.1913 

 
    

The options to purchase common shares noted above, have been granted to directors, officers, employees 
and service providers at exercise prices determined by reference to the market value of the common shares 
on the date of grant.  The vesting of options is made at the discretion of the board of directors at the time 
the options are granted.  

 
(d) Warrants    
 

The Corporation has issued the following common share purchase warrants pursuant to private placements 
which are outstanding as of March 31, 2008: 

 
Number of Warrants Shares for Warrants Exercise Price Expiry Date 

12,300,000 1 for 1 $0.15  February 21,  2009  
The continuity of warrants issued and outstanding is as follows: 

  
 Number of Warrants 

Outstanding December 31, 2005 17,850,000 
Issued pursuant to private placements 67,265,885 
Outstanding December 31, 2006 85,115,885 
Exercised (29,888,259) 
Expired (39,790,000) 
Outstanding December 31, 2007 15,437,626 
Expired (15,437,626) 
Issued pursuant to private placements 12,300,000 
Outstanding March 31, 2008 12,300,000 
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6. Net Income/ (Loss) Per Share  
 

The net income/ (loss) per share figures have been calculated using the weighted average number of 
common shares outstanding during the respective quarter which amounted to 493,199,280 (2007 – 
457,981,021; 2006 – 380,714,447).  Fully diluted income/ (loss) per share have not been calculated as it 
would be anti-dilutive.    
 

7. Other Expense (Income) before discontinued operations 
 

Other expense (income) is comprised of the following: 
 2008 2007 2006 

 $ $ $ 
Other - (9) - 

 - (9) - 
 
8. Statement of Cash Flows 
 

Items not involving cash are as follows: 
 2008 2007 2006 

 $ $ $ 
Amortization 83 8 9 
Rehabilitation accretion  11 (19) 12 
Blanket long term liability (11) (28) - 
Other 51 (11) 20 
 134 (50) 41 

 
The net changes in non-cash working capital balances for operations are as follows: 
 

 2008 2007 2006 

 $ $ $ 
Accounts payable (1,246) 2,166 667 
Accounts receivable (785) 190 353 
Inventories 758 622 (272) 
Prepaid expenses 2 18 (2) 
Assets held for sale 17 131 - 

 (1,254) 3,127 746 
 
Supplemental cash flow Information: 

 2008 2007 2006 

 $ $ $ 
Interest paid  43 11 54 
Tax paid  - - 237 
Blanket Acquisition (Note 14) - - 3,009 
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9.  Segmental Information 
                           For the three months ended March 31, 2008  

 Corporate Zimbabwe South 
Africa 

Zambia Total 

 $ $ $ $ $ 
Revenue from sales 3 2,501 - - 2,504 
Operating costs - (1,161) (98) - (1,259) 
General and administrative (328) (13) (69) - (410) 
Interest - (43) - - (43) 
Amortization - (98) (3) - (101) 
Other income (expense) incl. foreign 
exchange gains/(loss) (23) (165) 289 (1) 100 
Income (loss) for continuing 
operations 

(348) 1,021 119 (1) 791 

Discontinued operations (loss) - - (70) - (70) 
Income tax expense - - - - - 
Net income (loss) for the year (348) 1,021 49 (1) 721 

 
       For the three months ended March 31, 2007  

 Corporate Zimbabwe South 
Africa 

Zambia Total 

 $ $ $ $ $ 
Revenue from sales - 3,318 - - 3,318 
Operating costs  (4,269) (125) - (4,394) 
General and administrative (272) - (121) - (393) 
Interest - (11) - - (11) 
Amortization - (4) (4) - (8) 
Other income (expense) incl. foreign 
exchange gains/(loss) (1) (2,716) 299 - (2,418) 
Income (loss) for continuing operations (273) (3,682) 49 - (3,906) 
Discontinued operations (loss) - - (255) - (255) 
Income tax expense - (1) -  (1) 
Net income (loss) for the year 273 (3,683) (206) - (4,162) 
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10. Contingent Liability 
 

In the Share Sale Agreement dated May 12, 2006 pursuant to which the Corporation purchased 100% of 
the shares of Blanket, the Corporation agreed that it would, as soon as reasonably practicable after the 
Closing of the Agreement, cause Blanket to implement a share incentive scheme considered by the 
Directors to be in the best interests of Blanket, pursuant to which a percentage of the shares of Blanket 
will be deposited in a Trust for the benefit of the management and employees of Blanket.  As at 
December 31, 2007 no scheme had been established, nor were any shares of Blanket deposited in a 
Trust for the purposes of such a scheme.  The Corporation and the Board of Directors of Blanket have 
delayed the establishment of the required scheme pending clarity of the anticipated Zimbabwe laws 
relating to the indigenization of the mining industry, as it is recognized that the Zimbabwean laws will 
likely have a material impact on the structure of the proposed scheme and the percentage of the issued 
shares of Blanket required to be put into trust for the purposes of the scheme. 
 

   11.      Long Term Liability 
 
The long term liability refers to a provision for the Service Bonus Fund relating to employees at Blanket 
Mine in Zimbabwe. The fund was established in 1975 to provide a gratuity to permanent employees of 
Blanket Mine on cessation of employment at Blanket Mine for any reason apart from dismissal or 
resignation. The provision is built up by providing 15% of an employee’s basic salary per year up to a 
maximum of Z$5,000,000. The maximum payout to any employee is Z$5,000,000 (five million 
Zimbabwe Dollars) in terms of the current rules. 
This fund represents a defined contribution future employee benefit fund for which the funds have not 
been segregated by the Corporation.  
 

12. Fair Value of Financial Instruments  

The Corporation has various financial instruments comprising of cash and cash equivalents, trade 
receivables, investments, accounts payable, bank overdrafts, accrued liabilities and long-term debts. 
 
The various assets and liabilities were classified as follows on adoption: 
 
(i)   Cash and cash equivalents are classified as “assets held for trading”. They are stated at fair 

value and any gains/losses arising on revaluation at the end of each period are included in the 
statement of operations. We have no derivative financial instruments that would have been 
classified on a similar basis. 

(ii) Investments are classified as “assets available for sale”. They are presented at fair value and the 
gains/losses arising from their revaluation at the end of each quarter will be included in other 
comprehensive income. When a decline in fair value is other than temporary, the accumulated 
loss that had been recognized directly in other comprehensive income is removed from 
accumulated other comprehensive income and recognized in net income even though the 
financial asset has not been derecognized. 

(iii) Trade receivables are classified under “loans and receivables”. They are recorded at their 
original cost which is deemed their fair value at that time. Subsequent measurement will be at 
amortized cost using the effective interest rate method. 

(iv) Bank overdraft is classified as a “financial liability held for trading” as there is a contractual 
obligation to deliver cash. It is measured at fair value which is book value plus accrued interest. 
It is stated at fair value and any gains/losses arising on revaluation at the end of each period are 
included in the statement of operations. 
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(v) Accounts payable and accrued liabilities and long term debt are classified under “other 
financial liabilities”. They are recorded at their fair value at that time. Subsequent measurement 
will be at amortized cost using the effective interest rate method. 

 

13. Financial Risk Exposure and Risk Management  

The Corporation is exposed in varying degrees to a variety of financial instrument related risks by virtue 
of its activities. The overall financial risk management program focuses on preservation of capital, and 
protecting current and future Corporation assets and cash flows by reducing exposure to risks posed by 
the uncertainties and volatilities of financial markets.    

The Board of Directors has responsibility to ensure that an adequate financial risk management policy is 
established and to approve the policy. The Corporation’s Audit Committee oversees management’s 
compliance with the Corporation’s financial risk management policy.   

The types of risk exposure and the way in which such exposures are managed are as follows:  

i) Currency Risk  

As the Corporation operates in an international environment, some of the Corporation’s financial 
instruments and transactions are denominated in currencies other than the Canadian Dollar. The results 
of the Corporation’s operations are subject to currency transaction risk and currency translation risk. 
The operating results and financial position of the Corporation are reported in Canadian dollars in the 
Corporation’s consolidated financial statements.  

The fluctuation of the Canadian dollar in relation to other currencies will consequently have an impact 
upon the profitability of the Corporation and may also affect the value of the Corporation’s assets and 
the amount of shareholders’ equity.    

A significant portion of the Corporation’s assets and liabilities are denominated in South African rand and 
Zimbabwe dollars.  Management do not consider that the fluctuation of the value of the South African 
Rand to the Canadian Dollar could have a significant impact on the results of operations. Blanket Mine 
operation is subject to a hyperinflationary environment in Zimbabwe, foreign creditors are denominated in 
Rands and local costs increase with inflation. As the official exchange rate is fixed and the effective buying 
power of the Zimbabwe Dollar decreases accordingly there could be a significant impact on the results of  
the operations. The shareholder loan account in Zimbabwe is denominated in US Dollars and will generate 
foreign exchange losses for Blanket Mine in Zimbabwe Dollar terms but the effect on the consolidated 
financial statements in Canadian Dollars is unlikely to be significant.  The fair values of these financial 
instruments approximate their carrying values, unless otherwise noted.  The Corporation does not use any 
derivative instruments to reduce its foreign currency risks. 
 
Below is a summary of the cash or near cash items denominated in a currency other than the Canadian 
dollar that would be affected by changes in exchanges rates relative to the Canadian dollar? All values are 
in thousands. 
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$000 US Dollars Zimbabwe Dollars SA  Rand 
Cash 168 2,224,730,723 1,104 
Accounts Receivable 2,627 933,728,601 566 
Accounts Payable 87 3,429,247,109 10,659 

The table below illustrates by how much a 1% change in the rate of exchange between the Canadian 
dollar and the currencies above will affect net income. 

$000 US Dollars Zimbabwe Dollars SA  Rand 
Cash 2 1 1 
Accounts Receivable 25 - 1 
Accounts Payable 1 1 13 

 
ii) Interest Rate Risk  

Interest rate risk is the risk borne by an interest-bearing asset or liability as a result of fluctuations in 
interest rates.  

Unless otherwise noted, it is the opinion of management that the Corporation is not exposed to 
significant interest rate risk as it is debt free and only utilizes overdraft facilities for short periods if 
necessary. The Corporation’s cash and cash equivalents include highly liquid investments that earn 
interest at market rates. The Corporation manages its interest rate risk by endeavoring to maximize the 
interest income earned on excess funds while maintaining the liquidity necessary to conduct operations 
on a day-to-day basis. The Corporation’s policy focuses on preservation of capital and limits the 
investing of excess funds to liquid term deposits in “A” grade financial institutions.  

Fluctuations in market interest rates have not had a significant impact on the Corporation’s results of 
operations due to the short-term to maturity of the investments held. 

 
iii) Concentration of Credit Risk  

Credit risk is the risk of a financial loss to the Corporation if a gold sales customer fails to meet its 
contractual obligation. Credit risk arises principally from the Corporation’s receivables from the 
Reserve Bank of Zimbabwe (“RBZ”) who is the sole buyer of gold produced in Zimbabwe, in terms of 
legislation.   

At December 31, 2007 the RBZ owed Blanket Mine $1,780,000 and at March 31, 2008 this had 
increased to $2,680,000 despite having received $325,000 in payments. The lack of foreign currency in 
Zimbabwe affects all business sectors and management maintains close relations with RBZ to ensure 
payments are made whenever necessary, to sustain operations, within the capabilities of the RBZ.  
 
In the Monetary Policy Statement announced by RBZ on April 30, 2008 an exporter who is owed 
foreign currency by RBZ is now allowed to sell the currency to a willing seller through the commercial 
bank system at a negotiated rate. Although untested this should enable Blanket Mine to access 
Zimbabwe dollars required for the operation at rates more favorable than the official exchange rate. 
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In light of the recent Monetary Policy Statement, which includes new methods to recover funds owed by 
the RBZ, no provision has been made against the trade receivable due by the RBZ.  

  
iv) Liquidity Risk  

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

The Corporation manages its liquidity by ensuring that there is sufficient capital to meet short and long 
term business requirements, after taking into account cash flows from operations and the Corporation’s 
holdings of cash and cash equivalents. The Corporation believes that these sources will be sufficient to 
cover the likely short and long term cash requirements. Senior management is also actively involved in 
the review and approval of planned expenditures by regularly monitoring cash flows from operations 
and anticipated investing and financing activities.  

Blanket Mine in Zimbabwe continues to be self funding. 
 

v) Commodity Price Risk  

The value of the Corporation’s mineral resource properties is related to the price of gold, platinum and 
cobalt, and the outlook for these minerals. In addition, adverse changes in the price of certain raw 
materials can significantly impair the Corporation’s cash flows.  

Gold prices historically have fluctuated widely and are affected by numerous factors outside of the 
Corporation's control, including, but not limited to, industrial and retail demand, central bank lending, 
forward sales by producers and speculators, levels of worldwide production, short-term changes in 
supply and demand because of speculative hedging activities, and macro-economic variables, and 
certain other factors related specifically to gold.  

The major factor influencing commodity price risk is that RBZ does not pay Blanket Mine market value 
for gold produced.  

During the quarter the RBZ bought gold for USD at a discount to the market price of approximately 
35% or for Zimbabwe dollars at a controlled price not representative of the market price. 

The profitability of the Blanket Mine is highly correlated to the controlled price paid by RBZ and the 
hyperinflationary conditions experienced in Zimbabwe, currently 165,000% per annum. To the extent 
that the price of gold increases over time, asset value increases and cash flows improve; conversely, 
declines in the price of gold directly impact value and cash flows. A protracted period of unadjusted 
gold prices by RBZ could impair the Corporation’s operations and development opportunities, and 
significantly erode shareholder value.   

In the Monetary Policy Announcement made by RBZ on April 30, 2008, the purchase price of gold to 
be paid by RBZ was amended. Although the announcement is unclear in certain aspects, it is clear that 
the previously controlled Zimbabwe dollar support price has been abolished which will mean that the 
discount to market price will reduce significantly. The mechanics of the new policy are being  
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determined at present but overall Blanket Mine will receive a price which is more aligned to the market 
price.   

 
14. Capital Management  

The Corporation’s objectives when managing capital are to safeguard its ability to continue as a going 
concern in order to pursue the mining operations and exploration potential of the mineral properties.  

The Corporation’s capital includes, short-term debt, long-term debt and equity, comprising issued 
common shares, contributed surplus and retained earnings. 

 The Corporation’s primary objective with respect to its capital management is to ensure that it has 
sufficient cash resources to maintain its ongoing operations, to provide returns for shareholders and 
benefits for other stakeholders and to pursue growth opportunities.  To secure additional capital to 
pursue these plans, the Corporation may attempt to raise additional funds through borrowing and/or the 
issuance of equity, debt or by securing strategic partners.  

In order to maximize ongoing exploration efforts, the Corporation does not pay dividends. 
 
As at March 31, 2008, the Corporation is not subject to externally imposed capital requirements and 
there has been no change with respect to the overall capital risk management strategy.  

 
$000 As at March 31, 2008 As at December 31, 2007 
Issued common shares 196,125 195,006 
Contributed surplus 1,040 1,040 
Other comprehensive income (57) (57) 
Deficit (171,173) (171,894) 
Total 25,935 24,095 

 
15. Comparative Figures 
 The prior period figures have been reclassified to conform to the current presentation. 
 
16. Subsequent Events  

On February 21, 2008 the Corporation accepted an offer from Eastern Goldfields Inc. to acquire the 
entire issued share capital and shareholder loan accounts of Barbrook Mines Limited for approximately 
$9,100. The final sale of share agreement was signed by the parties on March 27, 2008. On April 22, 
2008 the Corporation granted an extension of time to Eastern Goldfields, until May 31, 2008 for the 
fulfilment of the final suspensive condition of the sale of share agreement and payment of the purchase 
price. On receiving the extension Eastern Goldfields paid $640,000 towards the final purchase price. In 
the event that the transaction does not close on May 31, 2008 this payment is non-refundable. 
 
The President of the Republic of Zimbabwe brought the Indigenisation and Economic Empowerment 
Act into law through decree during March 2008. The law seeks to ensure that a majority stake (at least 
51%) in all companies is held by Indigenous Zimbabweans. The acquisition of the 51% would be on a 
“willing buyer willing seller” basis. The statutory instrument enacting the above bill was passed on 
April 17, 2008. 
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Directors and Management at March 31, 2008  

 

BOARD OF DIRECTORS    OFFICERS  

G.R. Pardoe (1) (2) (3) (4)(5)   S. E. Hayden (2) (3) (5) (4) 

Chairman of the Board,    President and Chief Executive Officer 

Johannesburg, South Africa   Johannesburg, South Africa 

         

S. E. Hayden (2) (3) (5)     S. R. Curtis (5) 

       President and Chief Executive Officer  Vice-President Finance and Chief Financial officer 

Johannesburg, South Africa    Johannesburg, South Africa    

         

J. Johnstone (5)     Dr.  T. Pearton 

Retired Mining Engineer    Vice President Exploration 

Gibsons, British Columbia, Canada   Johannesburg, South Africa 

 

F C. Harvey     C. R. Jonsson  (2) (3) (5)  

 Retired Executive     Corporation Secretary 

Oakville, Ontario, Canada     

       BOARD COMMITTEE MEMBERS   

C. R. Jonsson  (2) (3) (5)    (1)  Audit Committee 

Principal of Tupper Jonsson& Yeadon   (2)  Compensation Committee     

Barristers & Solicitors    (3)  Corporate Governance Committee 

Vancouver, British Columbia,   (4)  Nominating Committee 

Canada      (5)  Disclosure Committee    

        

R. Liverant (1) 

Retired Executive 

Vancouver, British Columbia, Canada 
 
L.A. Wilson (1) (4) 

Director of Companies 

Westport, Connecticut, United States of America 
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Corporate Directory 
CORPORATE OFFICES     SOLICITORS     

Canada - Head Office     Borden Ladner Gervais LLP 

Caledonia Mining Corporation    Suite 4100, Scotia Plaza 

       Suite 1201, 67 Yonge Street    40 King Street West 

Toronto, Ontario M5E 1J8 Canada    Toronto, Ontario M5H 3Y4 Canada 

Tel:(1)(416) 369-9835 Fax:(1)(416) 369-0449  Tupper, Jonsson & Yeadon 

info@caledoniamining.com     1710-1177 West Hastings St, Vancouver, 

        British Columbia V6E 2L3 Canada 

South África – África Office           

Greenstone Management Services (Pty) Ltd.  AUDITORS       

P.O. Box 834      BDO Dunwoody LLP   

Saxonwold 2132      Chartered Accountants 

South Africa      Suite 3300, 200 Bay Street 

Tel: (27)(11) 447-2499 Fax: (27)(11) 447-2554     Royal Bank Plaza, South Tower 

           Toronto, Ontario M5J 2J8 Canada 

Zambia   ``               

Caledonia Mining (Zambia) Limited REGISTRAR & TRANSFER AGENT   

P.O. Box 36604                  Equity Transfer Services Inc. 

       Lusaka, Zambia      Suite 400 200 University Ave 

Tel:(260)(1) 29-1574 Fax(260)(1) 29-2154     Toronto, Ontario M5H 4H1 Canada 

                          Tel: (416) 361-0152 Fax:(416) 361-

0470 

Zimbabwe         

       Caledonia Holdings Zimbabwe (Limited)   BANKERS 

P.O. Box CY1277      Canadian Imperial Bank of Commerce 

Causeway, Harare      6266 Dixie Road 

Zimbabwe       Mississauga, Ontario L5T 1A7 Canada 

Tel: (263)(4) 701 151/4 Fax:(263)(4) 702 248          

       NOMADS AND BROKERS (AIM) 

CAPITALIZATION at May 10, 2008    RBC Capital Markets 

Authorised: Unlimited     71 Queen Victoria Street 

Shares, Warrants and Options Issued:   London EC4V 4DE 

Common Shares: 500,169,280     Tel: +44 20 7653 4000 

Warrants:  12,300,000 

mailto:info@caledoniamining.com
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Options:  19,580,000    SHARES LISTED  

         Toronto Stock Exchange Symbol “CAL” 

                    NASDAQ OTC BB Symbol "CALVF" 

         London “AIM” Market Symbol “CMCL” 

        Web Site: http://www.caledoniamining.com 
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