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• Annualised gold production now at a rate over 200,000 ounces

• Commencement of gold production at the North Lanut mine in Indonesia

• Ownership of Zeravshan Gold Company increased from 49% to 75%

• Resources expanding at the Penjom gold mine

• Operating cash flow continues to be strong

• Retained profit up 17% to US$4.6 million after average gold price increase of 12%
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6 months to 6 months to Variance Year to
30 September 30 September 31 March

2004 2003 2004

US$’000 US$’000 US$’000

Turnover 32,588 34,543 -6% 68,844

Operating cash flow 10,258 10,366 -1% 23,036

Gross profit 7,260 7,167 +1% 17,064

Pre-tax profit 6,148 5,589 +10% 15,592

Retained profit 4,572 3,894 +17% 11,280

Earnings per share 4.41c 4.81c -8% 12.20c

Average spot gold price (US$/oz) 397 355 +12% 378

Gold production (ozs) 82,000 90,410 -9% 179,930

Average total cash cost (US$/oz) 271 237 +14% 232
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Chairman’s Statement

Avocet Mining continues to record strong and consistent

profitability as it enhances and expands its position in the

gold business in a climate of increasing gold prices.

There was positive news for each of our operations. Notable
drilling results from Penjom in Malaysia indicate that the extent
and economics of the mine’s gold reserves will be further
improved. In October 2004 the North Lanut project in Indonesia
was brought into production ahead of schedule to become the
first new gold mine to be developed by the Company since 1996.
The Company obtained majority control over Zeravshan Gold
Company in Tajikistan enabling an investment programme for the
improvement and expansion of the mine’s operations.

Financial Results
For the six months ended 30 September 2004 turnover was
US$32.6 million (2003: US$34.5 million which included US$1.4
million from a discontinued tungsten operation). Total gold sales
were 81,965 ozs (2003: 93,050 ozs), all of which were achieved
at spot prices averaging US$397/oz (2003: US$355/oz). The
Company continues to sell all gold into the spot market with the
gold price received corresponding to a 12% rise the
corresponding period last year.

Gross profit increased to US$7.3 million (2003: US$7.2 million)
giving a gross margin for the period of 22% (2003: 21%). The
improvement in gross profit was as a result of higher gold prices
offsetting higher production costs. Penjom’s cost of gold sold
was US$270/oz (2003: US$254/oz). This cost included
depreciation of US$44/oz (2003: US$38/oz) and an additional
charge of US$15/oz (2003: US$14/oz) representing waste
stripping costs that were previously deferred but are now being
amortised over the mine’s life. ZGC’s cost of gold sold was
US$448/oz (2003: US$335/oz) inclusive of US$20/oz of
depreciation (2003: US$18/oz). The large increase in unit costs at
ZGC is further explained below.

Pre-tax profit increased 10% to US$6.1 million (2003: US$5.6
million). Administrative costs increased marginally to US$1.1
million as the Company transitioned to the operation and
production at three mines in different regions. Interest expense
was almost entirely offset by interest income on cash balances.

The Group made a profit after tax and minority interests of US$4.6
million, a 17% increase on the US$3.9 million earned for the same
period in 2003. As a result, basic earnings per share were 4.41
cents (2003: 4.81 cents), the reduction being on account of the
increase in the number of shares in issue following a private placing
in September 2003.

Operating cash flow was US$10.3 million (2003: US$10.4
million). Cash use included tax payments of US$1.8 million (2003:
US$0.8 million) and investments in fixed assets and exploration
totalling US$14.3 million (2003: US$3.9 million) mainly for
construction activities at North Lanut in Indonesia. Overall, the
Group’s cash resources decreased by US$6.4 million during the
period. The Group has access to US$2.5 million under a revolving
credit facility, which the provider has offered to increase.

The Group maintains a hedging position of 80,000 ozs in order to
satisfy a banking covenant. This position would realise a current
gold price of approximately US$300/oz which escalates in line with
the gold lease rate. Deliveries are deferrable until at least 2006 and
amount to just over 1% of the Group’s total gold resources as
reported for 31 March 2004.

The Group’s cash position at the end of the period was US$17.2
million (2003: US$23.5 million) with total debt at the end of the
period reducing to US$5.8 million (2003: US$9.0 million),
including US$5.5 million owing to ING Capital which is scheduled
to be repaid prior to the end of the current financial year.

Penjom Gold Mine, Malaysia
Gold production from the Penjom mine was ahead of the
Company’s six month forecast, although it fell short of last year’s
record performance. The mine continues to encounter high grade
areas that are outside reserves scheduled for mining. The
average grade treated also exceeded that of last year. Although
254,600 tonnes of ore were treated, 470,000 tonnes of ore were
mined during the period. The mine, therefore, built up stockpiles
that will reduce cash costs in the future.

Plant throughput and recoveries were lower owing to downtime
for modifications and additions to the plant which will improve
plant performance further and accommodate the trend towards
the processing of harder ores. These included the installations,
now completed, of a secondary crusher to deal with hard ore
rejected by the primary mill, and a Knelson concentrator to
replace and simplify certain process systems for an improvement
in operating costs and recoveries. Recent recovery rates have
been above 90%.



A positive feasibility study by outside consultants has now been
completed on the dump leach project which is a key component
of ZGC’s expansion and cost reduction programme. Results
confirm that this project will process ore that would otherwise be
waste at a marginal cost of approximately US$100/oz. The
project’s initial capital cost for a facility that will handle over 10
million tonnes is estimated at US$3.0 million. Trial underground
mining and processing of ore from the nearby Taror underground
project was also initiated with the objective of accelerating
Taror’s development. Taror has measured and indicated
resources of 10.8 million tonnes at 5.35g/t Au (1.86 million
contained ounces) and 0.8% copper.

On 5 November the restructuring of ZGC was formally
completed giving the Company 75% ownership of ZGC and the
right to nominate all executive and senior management positions.

Zeravshan Gold Company, Tajikistan
ZGC’s gold production for the first half year was only slightly
below forecasts which allowed for the recommencement of
open pit mining of the Jilau Main deposit to permit next years’
planned increase in ore and gold production. Progress, however,
was adversely affected by diesel shortages and by delays in
completing a restructuring of ZGC’s ownership, a precondition
for the Company’s commitment towards purchasing needed
mining equipment. As a result there was a shortfall in higher
grade ore for the plant which was partially made up for by feed
from low grade stockpiles. The plant’s production was also
constrained in September when one of its two SAG mills broke
down for most of the month. The mill is now back in operation
after a complete refit.

Production costs for ZGC’s operations rose by 35%, not only on
account of production shortfalls, but also because of increased
prices for consumables, particularly diesel and steel balls used in
the mills. Last year the costs of diesel and steel balls accounted
for 18% of ZGC’s total production costs. Since then, the prices
for these consumables have risen by over 50%.
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ZGC operating highlights 6 months to 6 months to Year to
30 September 30 September 31 March

2004 2003 2004

Production statistics:

Tonnes Mined (ore and waste) 3,067,300 3,479,400 6,020,000

Tonnes Processed 803,750 834,300 1,668,000

Grade Processed (g/t) 0.98 1.16 1.14

Recovery Rate 90% 90% 90%

Gold Produced (ozs) 23,000 28,110 55,500

Cash operating costs (US$/oz):

Mining 175 117 120

Processing 144 108 112

Admin. & Royalties 108 92 90

Total Cash Costs 427 317 322

Penjom operating highlights 6 months to 6 months to Year to
30 September 30 September 31 March

2004 2003 2004

Production statistics:

Tonnes Mined (ore and waste) 6,503,400 7,653,800 13,290,000

Tonnes Processed 254,600 271,600 559,200

Grade Processed (g/t) 8.24 7.99 7.73

Recovery Rate 87% 89% 90%

Gold Produced (ozs) 59,000 62,300 124,430

Cash operating costs (US$/oz):

Mining 115 113 106

Processing 59 56 52

Admin. & Royalties 37 31 34

Total Cash Costs 211 200 192
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North Lanut, Indonesia
Construction of the North Lanut mine proceeded throughout the
first half of the year and was completed over a month ahead of
schedule with the inauguration of the mine and first gold pour on
7 October. 

It is expected that production will increase over the rest of this
financial year to reach design capacity by year end. The mine is
also at an advanced stage of leasing a mining fleet that will allow
it to reduce production costs compared to the use of a mining
contractor as was assumed in the feasibility study. 

Exploration
In the aim of adding to the Group’s ore resources we have
budgeted US$5 million for exploration for the year of which
US$2.4 million had been spent to the end of September 2004.

The focus for exploration at Penjom has been on surface and
underground drilling in order to bring further reserves into the
mining plan and to justify an expansion of the main Kalampong
open pit. For the first six months a total of 193 holes (21,250
metres) of reverse circulation drilling and 28 holes (1,200 metres)
of diamond drilling had been completed. On 28 September we
reported a series of results from the drilling programme. We
continue to have excellent intercepts both in the infill drilling
programme and drilling to the north of the Kalampong pit. Some
of the best results from individual drillholes include: 8m at 38.1
g/t Au; 8m at 29.7 g/t Au; 12m at 16.5 g/t Au; 10m at 11.6 g/t Au;
7m at 11.6 g/t Au; and 5m at 15.4 g/t Au.

Elsewhere in Malaysia, results from the initial drilling programme
at Sungai Luit were disappointing and we have decided to give
up this prospect. We have consolidated our interest in the
Buffalo Reef prospect, near Penjom, and now own 100% of the
local company that has the rights over the property. We will
shortly commence both feasibility work on building a small
satellite operation to Penjom for the prospect’s existing surface
resources and exploration for identifying the extent of the
property’s deeper resources.

Following last year’s significant increase in reserves at Jilau,
exploration was focused on adding higher grade resources from
nearby prospects. Targets explored during the first half year
included Gavazmon, Umed, Severnoe, Laylee, and Khirskhona
West prospects. The most notable results from drilling were at
Laylee, including 9m at 3.80 g/t Au and 3m at 3.50 g/t Au.
Exploration also commenced at the Saursai and Sharshaga
prospects in preparation for a more intensive programme next year.

Exploration activities in Indonesia consisted of diamond drilling
at Talugon, near to the North Lanut mine, and detailed geology
mapping at Bakan, Tembaga, North Sophia and East Tobongon
prospects. The Bakan prospects are particularly encouraging
since their geology is similar to the area around North Lanut. The
previous owner, Newmont Mining Corporation, did limited drilling
at Bakan with results that included 13m at 3.31 g/t Au and 8m
at 3.60 g/t Au. Channel sampling of outcrops also showed
positive results.

Outlook
With the gold price reaching a 16 year high, we will continue to
generate strong operational cashflow. The commencement of
production at the low cost North Lanut dump leach operation
will increase revenues and opportunities are being pursued
elsewhere in Indonesia both for grass roots exploration
and brown field projects. We remain enthusiastic about the
prospects for our operations and projects in Tajikistan which will
give us a strong foothold for developing our business further in
Central Asia.

As for all mining companies, high prices for consumables, such as
diesel and steel, will have a negative impact on production costs.
Nevertheless, these high prices are being more than offset by the
strengthening gold price and this should allow us to improve profit
margins as the majority of the Group’s costs are in US dollars or
currencies pegged or closely aligned to the US dollar.

Penjom should at least repeat its first half’s production
performance. Preliminary estimates from its excellent
exploration results indicate that there will not only be an increase
in open pit reserves but also a significant decrease in the mine’s
waste-to-ore stripping ratio. Also, new resources have been
identified outside of final pit limits which have further improved
the prospects for an underground operation. An update on
reportable resources and reserves for Penjom will be made
before the end of December.

Now that the restructuring of ZGC’s ownership and management
has been completed, we can proceed with making the
investments necessary for enhancing Jilau’s operations. The cost
of these investments over the next 18 months is now estimated
at US$7 million following which we expect Jilau to have the
annual capacity to produce 100,000 ounces of gold. In the
meantime, we also intend to complete final feasibility work for
the development of Taror.

Production from North Lanut should reach capacity before the
end of this fiscal year. It is feasible that gold production could
reach 80,000 ounces next year at a cash cost under US$150/oz.
We have now commenced exploration on other parts of our
property position with the aims of adding reserves for North
Lanut and identifying another project for future development.

Our employees continue to drive the company forward and I
thank them on behalf of all shareholders for their continued hard
work. On the back of the achievements of the group over the last
six months, I look forward to the future of our company with
considerable confidence.

Nigel McNair Scott
24 November 2004
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Introduction
We have been instructed by the Company to review the financial
information for the six months ended 30 September 2004 which
comprises the Consolidated Profit and Loss Account, the
Consolidated Balance Sheet, the Consolidated Cash Flow
Statement, the Other Primary Statements and the related notes
1 to 4. We have read the other information contained in the
interim report which comprises only the Chairman's Statement
and considered whether it contains any apparent misstatements
or material inconsistencies with the financial information. Our
responsibilities do not extend to any other information.

This report is made solely to the Company, in accordance with
guidance contained in APB Bulletin 1999/4 "Review of Interim
Financial Information". Our review work has been undertaken so
that we might state to the Comapny those matters we are
required to state to it in a review report and for no other purpose.
To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Comapny, for our
review work, for this report, or for the conclusion we have
formed.

Directors' responsibilities
The interim report, including the financial information contained
therein, is the responsibility of, and has been approved by the
directors. The directors are responsible for preparing the interim
report in accordance with the AIM Rules, which require that the
accounting policies and presentation applied to the interim
figures should be consistent with those applied in preparing the
preceding annual accounts except where any changes, and the
reasons for them, are disclosed.

Review work performed
We conducted our review in accordance with guidance contained
in Bulletin 1999/4 "Review of Interim Financial Information"
issued by the Auditing Practices Board for use in the United
Kingdom. A review consists principally of making enquiries of
management and applying analytical procedures to the financial
information and underlying financial data and, based thereon,
assessing whether the accounting policies and presentation have
been consistently applied unless otherwise disclosed. A review
excludes audit procedures such as tests of controls and
verification of assets, liabilities and transactions. It is substantially
less in scope than an audit performed in accordance with United
Kingdom auditing standards and therefore provides a lower level
of assurance than an audit. Accordingly, we do not express an
audit opinion on the financial information.

Review conclusion
On the basis of our review we are not aware of any material
modifications that should be made to the financial information as
presented for the six months ended 30 September 2004.

GRANT THORNTON UK LLP
Chartered accountants

London
24 November 2004

1 The maintenance and integrity of the Avocet Mining PLC website is
the responsibility of the directors: the interim review does not involve
consideration of these matters and, accordingly, the Company's
reporting accountants accept no responsibility for any changes that
may have occurred to the interim report since it was initially
presented on the website.

2 Legislation in the United Kingdom governing the preparation and
dissemination of the interim report differ from legislation in other
jurisdictions.

Independent Review Report to Avocet Mining PLC



Avocet Mining PLC Interim Report  30 September 2004  5

Consolidated Profit and Loss Account

6 months to 6 months to Year to
30 September 30 September 31 March

2004 2003 2004
Unaudited Unaudited Audited

US$000 US$000 US$000

Turnover

Continuing operations 32,588 33,109 67,389

Discontinued operations – 1,434 1,455

32,588 34,543 68,844

Cost of sales (25,328) (27,376) (51,780)

Gross profit 7,260 7,167 17,064

Administrative expenses (1,115) (972) (2,760)

Operating profit

Continuing operations 6,145 6,202 14,306

Discontinued operations – (7) (2)

Operating profit 6,145 6,195 14,304

Net interest and similar charges 3 (606) 1,288

Profit on ordinary activities before taxation 6,148 5,589 15,592

Tax on profit on ordinary activities (2,392) (1,543) (3,849)

Profit on ordinary activities after taxation 3,756 4,046 11,743

Equity minority interest 816 (152) (463)

Profit for the financial period retained 4,572 3,894 11,280

Basic earnings per share 1 4.41c 4.81c 12.20c

Diluted earnings per share 1 4.33c 4.60c 12.02c



6

6 months to 6 months to Year to
30 September 30 September 31 March

2004 2003 2004
Unaudited Unaudited Audited

US$000 US$000 US$000

Fixed assets

Intangible assets 4,645 5,160 2,886

Tangible assets 34,843 20,440 26,017

39,488 25,600 28,903

Current assets

Stocks 16,384 11,596 13,195

Debtors due within one year 1,695 1,070 2,129

Debtors due after more than one year 3,156 5,012 4,563

Cash at bank and in hand 17,243 23,481 23,626

38,478 41,159 43,513

Creditors: amounts falling 

due in less than one year (21,772) (14,532) (18,942)

Net current assets 16,706 26,627 24,571

Total assets less current liabilities 56,194 52,227 53,474

Creditors: amounts falling

due after more than one year – (6,350) –

Provision for liabilities and charges (2,468) (3,627) (3,275)

53,726 42,250 50,199

Capital and reserves

Called up share capital 41,070 41,028 41,070

Share premium account 43,210 43,210 43,210

Other reserves 17,909 17,909 17,909

Investments in own shares (722) (443) (443)

Profit and loss account (51,604) (63,822) (56,226)

Equity shareholders' funds 49,863 37,882 45,520

Equity minority interests 3,863 4,368 4,679

53,726 42,250 50,199

Consolidated Balance Sheet
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6 months to 6 months to Year to
30 September 30 September 31 March

2004 2003 2004
Unaudited Unaudited Audited

US$000 US$000 US$000

Net cash inflow from operating activities 10,258 10,366 23,036

Returns on investment and servicing of finance

Interest received 177 18 287

Interest paid (171) (375) (604)

Net cash inflow (outflow) from returns on 

investment and servicing of finance 6 (357) (317)

Taxation (1,752) (753) (3,550)

Capital expenditure and financial investment

Purchase of fixed assets (11,957) (1,394) (9,033)

Deferred exploration costs (2,373) (2,516) (3,159)

Purchase of investments (317) – –

Net cash outflow from capital expenditure 

and financial investment (14,647) (3,910) (12,192)

Acquisitions and disposals

Net cash from (disposal)/purchase of 

subsidiary undertakings (22) (137) (137)

Net cash outflow from acquisitions 

and disposals (22) (137) (137)

Financing

Proceeds from issue of ordinary shares – 16,302 16,344

Costs of issue of ordinary shares – (863) (863)

Repayment of borrowings (181) (3,473) (5,994)

Capital repayments on finance leases (23) (176) (315)

Net cash inflow/(outflow) from financing (204) 11,790 9,172

(Decrease)Increase in cash (6,361) 16,999 16,012

Consolidated Cash Flow Statement
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6 months to 6 months to Year to
30 September 30 September 31 March

2004 2003 2004
Unaudited Unaudited Audited

US$000 US$000 US$000

Statement of total recognised 

gains and losses

Profit attributable to shareholders 4,572 3,894 11,280

Exchange translation adjustments 88 2,303 2,513

Total recognised gains and losses 4,660 6,197 13,793

Reconciliation of movements in Group

shareholders’ funds 

Total recognised gains and losses 4,660 6,197 13,793

New capital subscribed (net of costs) – 15,439 15,481

Investment in own shares (317) – –

Net change in shareholders’ funds 4,343 21,636 29,274

Opening shareholders’ funds 45,520 16,246 16,246

Closing shareholders’ funds 49,863 37,882 45,520

Notes:

1 The calculation of earnings per share is based on after-tax profits of US$4,572,000 (2003: US$3,894,000) and
on the weighted average number of 103,696,530 shares in issue (2003: 81,009,717).  

The fully diluted calculation of earnings per share is based on after-tax profits of US$4,572,000 (2003:
US$3,894,000) and on the weighted average number of shares in issue and exercisable under share options of
107,259,107 (2003: 84,609,717).

2 The interim financial information complies with the relevant financial reporting standards and the accounting
policies are applied on a basis consistent with those applied in the annual financial statements.

3 The financial information contained in this interim statement does not constitute statutory accounts as defined
in section 240 of the Companies Act 1985.The financial information for the year ended 31 March 2004 is an
abridged version of the full accounts, which received an unqualified auditors' report and have been filed with
the Registrar of Companies.

4 This statement is being sent to Shareholders and will be available from the Company's Registered Office.

Other Primary Statements
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