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5 April 2006

Dear Shareholder,
RE: HALF YEAR REPORT FOR THE PERIOD TO 31 DECEMBER 2005

Your directors have pleasure in enclosing the half year report for the period ended 31%
December 2005 for your perusal,

Financial resnlts

Our operating profit after tax was $155,726, which excludes both the realised and unrealised
gains on the Company’s investment portfolio.

The profit represents a very satisfying return on equity of 16.65% for the half year after
providing for income tax.

The introduction of the Australian equivalents to International Financial Reporting Standards
(AIFRS), requires that realised gains on long-term investmenis are included in the reported
profit of the Company, whereas they were previously only reflected in the Balance Sheet.
The Company does not consider these gains as part of its ordinary activitics and has identified
them separately from its operating profit.

Profit attributable to members of the Company including realised gains on long-term
investments amounts to $170,572. The net realised gains on long term investments have been
transferred to the Company’s Capital Profits Reserve.

Net asset backing

The net asset backing per share ros¢ to 22.1 cents as at 31 December 2005 as compared with
18.6 cents as at 30 June 2005, which was an increase for the half year of 18.81%.

Invesiments held by the Company

The Company has been virtually fully invested in the resource sector for most of the petiod,
and this has enabled us to benefit from the growth in that sector.

The Company has spread its risk across the board by investing in producers and near
producers as well as explorers.

We believe that the growth in the mining and resource sector powered by the economic
growth in China and India will continue for some time,

We have included for your intercst an article published in “Investor’s Chromicle” by
legendary mining investor Jim Slater,
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A list of the Company’s holdings as at 31 December 2005 is set out below:

Quantity
Amerod Resources Ltd 130,000
Atlantic Ordinary 100,000
Anstralasia Geld Limited Option Exp 30/06/2008 25,000
Auastralian Oil Company Litd 100,000
Australian Oil Company Lid Option 31/12/09 100,000
Avaca Resources Ltd 100,000
CBH Resonrces Limited 50,000
Compass Resources NL 35,000
Curnamona Ordinary 100,000
De Grey Mining Lid 150,000
Dominion Mining Ltd 100,000
East Coast Minerals NL 50,000
Elk Petral Ordinary 50,000
Equinox Minerals Ltd 25,000
Felix Resources Limited 19,724
Fox Resources Limited 25,000
Fox Resources Ltd 50,000
Giralia Resources NL 100,000
Golden Cross Resources Lid 500,000
Golden Cross Resources Lid Option 30/09/2006 100,000
Green Rock Encrgy Lid 50,000
Gryphon Minerals Lirnited Ordinary 80,000
Hampton Hill Mining NL 224,000
Havilah Resources NL 40,000
Heritage Goid Nz Ltd 244,000
Heritage Gold Nz Ltd Option 40,000
Heron Resources Lid 20,000
IGC Resources Inc 35,000
Independence Group NL 25,000
Jindalee Resources Lid 20,000
Kingsgate Consolidated NL 18,000
Malachite Option 31-Aug-08 Def 320,502
Malachite Resources NL 569,334
Mithril Resources Limited 25.000
Northern Dvnasty Minerals Ltd 3,000
Pacific Magnesium Corporation Ltd 28,986
Red Metal Limited Ordinary 50,0608
Redbank Mines Lid 200,000
Redport Ltd 250,000
Repgis Resources NL 300,000
SXR Uranium QOne Inc 7,000
Traka Resources Limited Ordinary 169,666
Uranivm Exploration Australia Ltd 100,000
Uranium Exploration Australia Ltd Option 50,000
31/03/2008
Vitalmetal Ordinary 105,000
Zinico Resources NL 100,000
Zinico Resources NL Options 31/12/2007 100,000

Market Value
(63,700.00
13,000.00

0.00
11,500.00
4,900.00
55,000.00
10,250.00
49,350.00
43,500.00
28,500.00
110.,000.00
3,750.00
19.250.00
24,750.00
46,548.64
500.00
14,500.00
26,000.00
24.000.00
100,00
8,000.00
20,000.00
31,360.00
35,600.00
11,520.00
200.00
11,000.00
18,550.00
43,125.00
7,400.00
82.800.00
12,820.08
55,225.40
8.125.00
21,300.00
3,623.25
12.500.00
35,000.00
18,250.00
34,500.00
49.420.00
24.601.57
12,500.00
1,750.00

16,500.00
11,500.00
2,500.00
1,139,068.94
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Some of the more interesting stocks include:

Amerod Resources Limited
Patented coal technology which has recently been licensed for commercialisation to PT
Bayan Resources and an agreement for further sale has been reached with the large Japanese

trading house Itochu Corp. Also have significant nickel sulphide exploration areas in
Australia. www.amerod.com.au

Avoca Resources Limited
High-grade gold ¢xploration play with Trident Project at Higginsville, WA, very likely to

become a mine in the near future. Also has nranium e¢xploration interests with Encounter
Resources (ENR), and further exploration projects. www.avocaresources.com.au

Compass Resources NL

Huge Northern Territory base metal resource and wranivm exploration areas, together with
other exploration interests in Australia and elsewhere, www.compassnl.com

Cornamona Energy Limited

Grass roots uranium exploration in highly prospective Lake Frome region of South Australia,
in same palaeovalley sttucture as nearby honeymoon mine. www.curnamona-energy.com.au

Dominion Mining Limited

Challenger gold min¢ in South Australia plus some further exploration plays.
www.dml.com.an

Felix Resources Limited

Felix Resources Limited is an Ausiralian resources company investing in, developing and
operating resource-related projects with a primary focus on coal. The Company has grown
strongly since 2003 through expansion, new developments and acquisitions. With its three
operating mines and two main development projects, Felix has the basis for a scale
transformation to become a 15 million tonne per year coal producer by 2010. Key assets arc
the Yarrabee and the Minerva coal mines in Queensland; the Ashton open-cut coal mine plus
the Ashton underground and the Moolarben coal development projects in New South Wales:
and Ultra Clean Coal technology. www.felixresources.com.an

Independence Group NL

Western Australian nickel miner with extensive nickel explomtion plays. www.igo.com.au
Kingspate Consolidated Limited

Kingsgate Consolidated Limited is a highly successful gold mining and exploration company.
The company owns and operates the low cost Chatree gold mine in central Thailand. A

rapidly growing reserve/tesource position is fuelled by exploration within surrounding gold
province which exhibits world class potential. www.kingsgate com.au
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Malachite Resonrees NL

Eastern Anstralian gold, silver and base metals explorer, which has the exciting Phoenix gold
and farther silver cxploration plays in northern New South Wales. www.malachite.com.au

SXR Uraninam One Inc.

SXR Uranium One Inc. is a Canadian uranium and gold resource company with a primary
listing on The Toronto Stock Exchange and a secondary listing on the JSE Limited (the
Johannesburg Stock Exchange). The Corporation owns 100% of the Dominion Rietkuil
uranium project in South Africa and the fully permitted Honeymoon uranium project in South
Australia. Through a joint venture with Pitchstone Exploration Lid., the Corporation is also
engaged in uranium cxploration activities in the Athabasca Busin of Saskatchewan. The
Corporation’s Aflease Gold and Uranium Resources Limiled subsidiary owns the Modder
East gold property and related gold assets in South Africa. www.uraniuml.com

Yours faithfully
FLORIN MINING INVESTMENT COMPANY LIMITED

e

ROBERT CAMERON

DIRECTOR
O:AlFlorn Mining Investment Company Limited\Sharcholder CommuricationdLetter - Half Yearly Regult.doc
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hina: how Jim Slai

One of the UK's most respected investors, and author of The Zuf Principle,
explains why the case for investing in oil and mining companies is se compelling

T ALNWAYS MAKES SENSE TO HAVE A THEME AS A
baclclath o your investment policy. The massive growth in

Asia provides a reilwind of extraordinary force. I do not
believe that we are'in a typical theea-year OECD eyele in conn-
modities. [ believe that we are T a super-cycle,
There have been cwo super-cycles during the past 120 years.
The ficst, in the late 1800s/carly 12005, was powered by US
“onomic expansinn. ‘The second, in 1945-1975 was pow-
ernd hy posc-war reconstudion in Eurngre, followed
by Japan's economie expansion. The best indica-
‘tor of a super<ycle is high and fsing intensity
of the use of merals and oil ~ China’ inten.
sity is currently about thege times char of
the US.
In past supercycles, supply
has readily increased to meet
hisher annual demand. In
the present cycle,

demand for oil and metals from China, India and sonth-cast’

however, that increased supply will come at much higher refative
cos due to increasing lead times, enviconmental problems, very
heavy capital expendime becoming the norm and a shormge of
equipment and skilled laboun

Jim Rogers, the partner of George Soros of the Quantom Fund
during its best cady years, says: “If history is any guide, chis bull
marker is going to Jast undl berween 2014 and 2022 and every-
thing is going much higher There has been no major oil discovery

anywhere in the world over the past 35 years, and every. oif figkd

you know is in decline ™

CHINA'S GROWTH
It is diffieult to comprehend Fully dhe phenomenon of China’s rims-
sive geowth, China is now the number-one producer of liquid
crystal display (LCD) sercens and TVs. It manufacrures #0 pee
cent of the 'world’s toys, 70 per cent of photocopiers, 50 per conc
of cameeas, 40 per cenc of micowaves, 30 per cent of handbags
and suitcases and 16 per cent of dothing,

China anmually consumes 47 per cent of the wordd’s cmment,
26 per cent of steel and alumininm, 33 per cent of ivon ore and 22 per
cert af copper Ching was a net exporter of oil sight years ago, bur
oday ir {5 the fmese-growing importer and the second-
fargest consomer, Jo s also

the warld’s minber one
consnmer of g,
tin, rubber, cor-
ton, wheat and,
oot SUTpHIsmE-

ly, 13ee.

The
Wtshington
Post  estimates
that 80 per cent of
the 6,000 factories in
VWal-Maort's supplier dam-
base are in Cluna, There are
now about 130 cities in China
with a population of one million or
more, against only nine in the US.
The Chinese are building 50,000 miles
of mororway, the'equivalent of the entire US
tnterstare network. It ok the US 40 yeas
do this — the Chinese plan o build theis o five.
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Most people in China and India have no-celecricity, so their
demand for energy should eontinue to grow rapidly. In addioon,
Chinese car production doubled during the past four years and
there is sill plenty of growth potential, Ching graduates 325,000
enigineezs 1 year which is five times the number in the U5, English
is China's second language; in che US, just 50,000 students are
lezrening Chinese. Most impozane of all, the average labour cost in
Chiina is just 4 per cent of that of the US, which has never before
had i deal with a competiter of such size and dynasmism,

In comparson to China, Europe is a joke. lts politicians
fiddle while its incduostrics bum, They continue o tnker with
a vapidly ioercasing number of bureavcratic ceguladons,

coupled with demands for a shortr working weele and further

employee benefirs.

Ol AND MINERALS DEMAND ‘
China, India and ether developing countries in south-east Asia are
burilding a new middle class, which will rquice weban houses,
tefrigerators, televisions, microwaves and cars. It is not sarprising
that their demand for oil and metals rises rwice as fasr as their
oresss domestic praduce {GDP).

inflation. Gold is an ebyvious example and another is aluminium
which, in 1288, hit a high of $1.65 a pound. Adjusted for infla-
tion, this is equivalent to 52.73, compared with a receat spor prics
of just under $1.20.

MES-PRICING OF DL AND METAL STOCKS
Investors do not realise the unigue werit of oil and mining stadce
They own the rmsources Ching, ladia and orher sonth-ezst Asian
countries must have, Minerss and oil producers have pricmg power
wnlike wost other industeies: O and mern! producton cannor be
expanced ensily, Finding new iajor deposits s the ficst probiem, fol-
lowed by environmeantal difficulries, masive and rising capital costs
anrd shortages of new squipment and skilled labour
luvestors have nat yet leamed how to value qil and metals
gtocks properly. Commaodity content is the key — not immediate
cagh flow, Wall Srreet and the UK sull look on commodity stoeks
ag'if they are dependent on the short QECD cycle, while they value
conventional stocks without raking suffident sceount of the inex-
prable and prowing compesicion from Asia. For example, the
averapge UK rerailer is on a prospective earnings multple of 16,
D5G International {previously Dixona) with

Supply shorrages are likely due mw low
stiacles of faur of the key base metals on
the chree leading commodides exchanges,
aging mines wx‘th lower grades, smikes
and a shormge of new mines comiog on
sitcam. For example. copper demand
foreeasts, allowing for reserve depletion,
show that, by 2016, only 46 per cent of
dernand could be mer by existing imines.

ALLR

DOPPER DENIANG FOREGAETS,
FBR RESLRVE
BEPLETION, SHOAW THAT BY 2016,
BHELY 45 PER GEMT OF GENMAND
COULD BE MET BY BHISTING

miniseule sarmings per share (EPS) growth
in the past four years and none forecast, is
on # prospective mulrple of 14.6. Compare
this with Rio Tinto and BHP Billieen, both
on abour |1 times prospective eammings. Rio
Tingn has inerensed EPS from 75p in 2000
to 208p in 2005 and BHP is forecast to
increase EPS fourfold o §7.7p in 2006,
from 21p in 2001,

PRIMES
Another belpfl factor s that China and

Thirry new major mines will be requived,
but the region will strugple co provide
three a year, even for the nexr thres yrars.
China plans to move 300m paople into new hones by 2020, To
build the averzge house there requires 400lbs of copper and the
average car requires 5 51bs, wich hybrid cars needing 1001bs, In the
US there is, on average, one ear per person, whereas in China, only
nine out of every 1,000 people pwn a coc The energy and copper
requirements will therefore be colosal. And bear in mind another
grarding smtistic: compaced with China’s 22 per cenr and the L5
12 per cent of the world's annual copper demaind, India consumes
just 1-2 per cent, although its GDF is growing at a heady 7.5 per
cenc a year against China's 9.9 per eemt in 2005, Even today,
China's GDP per head, at purchazing posver pazity, is less than
ane-sixth of that of the US, and Indias is hall of China's.
Commodivy prices are quored in doliars. ‘The LS qurrency is
iikely to continue to weaken as it inflares out of debr. Commadicy
prices have ssen steongly in recent years, bog many of rhe merals
prices are still well below their previous highs alter adjusting for

[ndia are now bidding for overseas commod-

iry assers and producers. This reend is very likely to increase and with

the growing cash balanes: in the commodiry comprnies, there should

be more merger and sequisition acrivity as well as inereased dividends,
The mis-pricing of commeodity stocks is geoerml Most ol them are

in high single-digie to very low teen multples, vet-

® Their EFS prowth and prospecs are better than the marker,

18 They have strong links to China and India’s feture growth and

own exactly whar developing countries need.

M There is an irreplaceable nspect to their very precious reserves.

W Further dalling usually increases hoth proven and probable

- remerves substantially,

B The market does nor give o sufident preminm for unhedged
reserves in politically socure regions.

In the US, the value of the 20 companies that produce the majar-
ity of freely available metals is only equal to the capiralisaton
of General Electric. 4] and service companies account for just
£.25 per cent of the S&P and merals stocls less than 1 pee cent.

10 FNRLARY, 2O05 B INVESTORS CHRONIGLE 12

7



h- 4-06312152

COVER FEATURE

Ly the UK, the position {s better mlanced Ol and metals accounr
for about 26 per cent of the FTSE, oils 20 per <ent, and metals
& per cent, Weighting is, of course, a very imporant factor BP is 9.3
per cene, Shell 8.7 per cene, BG Group 1.4 per cent and Catm juse Q.2
e cont, In metels, Anglo is 2 per ent, Rio Tinte 1.9 per cent, BHP
1.6 per cent, Xstrnta (L5 per cent and Avtalapasta enly 0.1 per cent.

As meeals account for so lintle of the overall market, 1 come-
spondingly small mmber of analysts cover mining stocks, Many of
chese analysts bave ror had much experience of peal prices nsing per-
cistently so they tend o fall back on the old mantes of five-year
avernges nor allowing sufficwenc weight for the exceptional demand
coming feom China, India and the Itke.
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iz to find che shares thar provide the best coven For oil, unir
truses investing in the smaller oil companies seem o me o be
the optimum answer. Some of the junior oil companies operate
in dangerens places polideally, so a spread of investments is essen-
tial. It alse adds e the possibility of benefiting from a major
discovery, which can have a disproportionare effece on a soall
compay’s share price (witness Calsn Energy). Theee is also always
a good chanee of benefiting from u takeover — there were several
last vear,

I have an investment worch about £2.5m in the fonior Oils Trusc
managed by my son-in-law, Angelos Dnmaskos, The trust invess
mainly in junior oil companies that

“They are theeefore invariably behind
che quive,

Mgrg brokers and banks are now
joining the fold and sorengzhening their
coverage. Credit Suisss s 2 pome
example, with i new 108 pape ¢ireutar
inmtinemg coverage with 12 powerful
argarients n favowr of investing in
rmeads and mining stocks.

DRHNA WITH 9.5 PER LENT GRP BREWTH i
2007 BAS JUST DVERTAREN THE WL A5 THE
WORLE'S FEPRTR-LARRESY EOONTMY, ARD
i5 LEELY T HEPLAGE GERMANY SDON i
THURD PLAGE

arg in. production and have regerves,
preferably with no interests in the
Middle Last. Junior Qils Trust is
administerex] by Capita Finance and
was up 64 per cent in 2005,

For coverage of pold, plitinum,
palladium, copper and molybdenun,
I'have a 19 per cont sharchelding in
Galahad Gold, Recendy, T have
been wopping this up substandally

PDSSIGLE HICCBPS

There will undonbredly be hiccups. China, with 9.9 per cent GDP
growth in 2003, has just overtalien the UK o3 the worlds fourthe
laspest ecomomy, and is likely o overrake Geemasy soon in third
place, China’s prowth has been so strong for such a long period thac
a setback is likely. Possible causes are o global recession, the spread
of bied *fln and increased political tension in Iran and clsewhere. In
China, the fragilicy of the banking system, overproduction and some
bad planning are likedy o slow down the growth mee. The long-
term rrend seems to be inexorable, though, and any sethack (1 this
weele's) should be viewed as a buymg opportuity. It is worth noe-
ing that a maor recession would affeer the rese of the market ro a
much higher degree, particulacly UK retailers on a lofty average
earmngs multiple of T4,

INVESTMENT POLILY
If you agree with my arguments that “What China and India
want” i an atrachve investioent theme for 2006, rhe next task

with shares in BHP Billicon. This is
the world's second larpest producer of copper, third in iren ore,
lacgest in manganese, second lacgese in steaning coal, third in
nickel, fourth in uranium aad fifch o alominiom. It also has
significanc oil and gas interests and dismonds. Yoo name i, BHE
has gorir.

BHP has trebled jts earmings over the past three years and has a
consensus forecast for 2006 of §7.7p a share agminst 58.6p last year
Cash flow is habitually very strong, 40 share buy-backs and higher
diviclends are probable, BHP is also quite likely to make an eamings-
enhancing takeover

BHF's shares reade on o prospective earnings mulriple of 11 for
2006, with a prospeciive dividend vield of 1.8 per cene, To my mind,
BHTP iz a classic and vare coample of a company thiat has all the things
that Ching and Indiz want and can 5till be bousht on very atrmetive
termas. Purther strong ezrnings growth with a surprise on the upside
and a rerating are obvicus possibilifes.

Jims Hasted is ety chaimmea of Galatwd Goild ple
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