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President’s Report
Results of Operations

South Africa

The re-equipping and stope development in the Taylors section of Barbrook Mines Limited commenced during the
guarter and is continuing into the fourth quarter. The mining program is now operative on stope development ore.
The underground mining rate will increase to 6,000 tonnes of ore per month early in 2003. The second phase of the
development program which allows access to additional stoping areas and provides a platform to explore and to
evaluate other stoping areas has been prepared and will follow the current development program. The evaluation of
other areas of the mine for early ore production is continuing.

Rehabilitation of the underground, metallurgical plant and surface facilities is progressing well and includes the
design and construction of revisionsto the metallurgical plant to include the PreOx process developed by Caledonia,
theresin gold recovery process developed by MINTEK, and re-establishing of underground facilities such as ladder-
ways, services and ventilation circuits.

Delivery of the first underground ore and commissioning of the metallurgical plant will commence during the fourth
quarter 2002.

Planning of the second bulk sampling program of the Goedgevonden kimberlite pipe is well advanced and this
sampling will commence around year end. The results from this program will dictate the nature of future bulk
sampling and exploration programs. Caledonia has also acquired options over portions of two adjacent areas of
interest on the farms Eleazar and Buffeldoorn. Over 20 geophysical targets have been identified and these will be
followed up by a geophysical gravity survey and loam sampling and will then be drill tested for kimberlites as
necessary.

Zambia

Eight holes totalling 1,450 meters were drilled on the Mulonga Plain property during the quarter to test a variety of
geophysical anomalies. Drilling will be carried out on the Kashiji Plain licence area in the fourth quarter to test a
number of targets. Samples fromthe Mulonga drilling program are currently undergoing petrographic and
geochemical analysis. Caledonia’ sjoint venture partner and operator of the programs, the BHP Entity will use these
results to develop future drilling programs for Mulonga.

Canada

During the quarter, Ashton Mining of Canada (“Ashton”) Caledonia's joint-venture partner and operator of the
programs, reported diamond results for a 5.83 tonne mini-bulk sample collected from the Potentilla kimberlite in
May 2002 by Ashton. Discovered in September 2001, Potentilla is located on the Kikerk Lake property in the
Coronation Gulf region of Nunavut.

Mini-bulk Sample Results
The Potentilla kimberlite contains two phases: an upper kimberlite breccia underlain by hypabyssal kimberlite. The
5.83 bnne mini-bulk sample consisted of 4.48 tonnes of kimberlite breccia and 1.35 tonnes of hypabyssal
kimberlite. The previous definition drilling data indicate that Potentilla has maximum surface dimensions of 110 m
x 50 m.

Bulk sample results were reported by Ashton on September 16" and are summarized as follows:



Summary of Diamond Results

Kimberlite Sample Diamonds Diamonds Estimated Diamond
Type Weight Recovered Recovered Content (cpht)
(tonnes) (>0.8 mm) (>1.0mm) (Diamonds > 1.0 mm)
(carats) (carats)
Breccia 4.48 107 0.86 19.20
Hypabyssal 135 021 0.16 11.85
Total 5.83 1.28 1.02 17.50

The largest diamond recovered was a 0.34 carat colourless composite crystal with small inclusions and came from
the breccia. The second largest diamond, a 0.09 carat stone, was recovered from the hypabyssal phase. A total of
1.02 carats of diamonds larger than 1.00 mm., using a square screen aperture were recovered from the mini-bulk
sample. This represents an estimated diamond content of 17.5 carats per hundred tonnes (“cpht”).

Kikerk Lake Property Summer Exploration Program

In addition to the collection of the Potentilla mini-bulk sample, the 2002 summer drilling program also focused on
the Stellaria kimberlite. Situated approximately 700 m east of the Potentilla kimberlite, Stellaria was discovered in
May 2002 by drilling a vertical hole into a geophysical anomaly having approximate surface dimensions of 160 m x
50 m.

In August 2002, a hole was drilled from 40 m northwest of the Stellaria discovery hole at an inclination of 60
degrees from horizontal. After passing through 16 m of glacial overburden and 52 m of dolomitic limestone, the
drill intersected 21 m of hypabyssal kimberlite. The drill data suggest that Stellaria may be a 13 metre wide dyke
dipping at an angle of 72 degrees to the northwest. Based on indicator mineral and geophysical data, Stellaria has a
strike length of less than 400 m.

Approximately 100 kg of core was recovered from the Stellaria drill hole and will be processed for microdiamonds
at Ashton’s North Vancouver laboratory. Three additional holes were drilled into geophysical anomalies along the
linear feature without intersecting kimberlite.

The summer program also included the collection of more than 250 indicator mineral samplesin the vicinity of the
Stellaria and Potentilla kimberlites to investigate unexplained geophysical and indicator mineral anomalies. The
indicator mineral datawill assist in identifying priority targets for drilling in early 2003.

Caledonia currently holds a 17.5 percent interest in the Kikerk Lake property. Ashton and Northern Empire Minerals
Ltd. hold interests of 52.5 percent and 30 percent respectively. Ashton isthe operator of the programs on the Kikerk
Lake property.

Liquidity

During the quarter a total of 17,175,000 common share purchase warrants were exercised providing $1.3 million of
financing. At the end of the quarter, debt of one million Rand ($139,860) was converted to 1,165,000 common
shares of the Corporation and 291,375 common share purchase warrants. The funds raised were used to further
reduce debt and finance activity at the Barbrook mine site.

S.E.Hayden

Chairman, President and
Chief Executive Officer
November 8, 2002



Caledonia Mining Cor por ation
Consolidated Balance Sheets

(in thousands of Canadian dallars)
September 30, December 31,

(Unaudited) 2002 2001
Assets
Current
Cash and short term deposits $1,398 $90
Accountsreceivable 118 89
Prepaid expenses 5 5
1,521 184
Investment (note 1) 79 -
Capital assets 7,610 7,424
Mineral properties 17,424 17,365
$26,634 $24,973

Liabilitiesand Shareholders Equity

Current

Accounts payable $1,550 $1,604
L oan payable 67 1,097
1,617 2,701
Provision for siterestoration 1,026 1,026
Non-controlling interest 785 787
3,428 4514

Shareholders’ Equity
Share capital (note 2) 148,106 143,986
Deficit (124,900) (123,527)
23,206 20,459
$26,634 $24,973

On behalf of the Board:

Director

(Signed) J. Johnstone

Director

(Signed) F. C. Harvey



Consolidated Statements of Deficit
(in thousands of Canadian dollars)

ThreeMonth Period Nine Month Period
Ended September 30, Ended September 30,
(Unaudited) 2002 2001 2002 2001
Deficit, beginning of period ($124,364) ($122,812) ($123,527) ($122,332)
Net (loss) for the period (536) (465) (1,373) (945)
Deficit, end of period ($124,900) ($123,277) ($124,900) ($123,277)

________________________________________________________________________________________________________________________________________________________________________________|]
Consolidated Statements of Operations
(in thousands of Canadian dollars except per share amounts)

Three Month Period Nine Month Period
Ended September 30, Ended September 30,
(Unaudited) 2002 2001 2002 2001
Revenue and oper ating costs
Revenue from sales $2 $11 $32 $44
Operating costs 143 149 346 162
Gross profit (loss) (141) (138) (314) (118)
Expenses
General and administrative 472 257 1,060 779
I nterest - 26 24 64
Other expense (income) 77) 44 (23) (26)
395 327 1,061 827
(Loss) before non-controlling inter est (536) (465) (1,375) (945)
Non-controlling interest - - 2 -
Net (loss) for the period (%$536) ($465) ($1,373) ($945)

(Loss) per share

Basic ($0.003) ($0.003) ($0.008) ($0.006)
|



Caledonia Mining Cor por ation
Consolidated Statements of Cash Flow
(in thousands of Canadian dallars)

Three Month Period Nine Month Period
Ended September 30, Ended September 30,
(Unaudited) 2002 2001 2002 2001
Cash provided by (used in)
Operating activities
Net (loss) for the period ($536) ($465) ($1,373) ($945)
Itemsnot involving cash - - 2 -
(536) (465) (1,375) (945)
Changesin non-cash working capital (169) (264) (83) (98)
(705) (729) (1,458) (1,043)
Investing activities
Purchase of investment (note 1) - - (79) -
Capital assetsand mineral properties (205) 51 (245) 51
(205) 51 (329 51
Financing activities
L oan payment - - (1,030) -
Sharesissued - net of issue costs (note 2) 1,448 668 4,120 960
1,448 668 3,090 960
Increase (decrease) in cash for the period 538 (20 1,308 (32
Cash and cash equivalents, beginning of period 860 53 90 75
Cash and cash equivalents, end of period $1,398 $43 $1,398 $43



Caledonia Mining Cor poration
Notesto Consolidated Financial Statements

For the Nine Months ended September 30, 2002 (Unaudited)

Certification

The Chief Executive Officer and the Vice President Finance confirm theveracity and soundness of thesefinancial and operatingresults
and have provided the board of directors with confirmation supporting this.

Basis of Presentation

These financia statements have been prepared on the basis of a going concern, which contemplates that the Company will be able
to realize assets and discharge liabilities in the normal course of business. The Company’s ability to continue as agoing concern is
dependent upon attaining profitable operations and obtaining sufficient financing to meet its liabilities, its obligations with respect
to operating expenditures and expenditures required on its mineral properties.

M easurement Uncertainties

Preparation of the financid statementsin conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and the reported amounts of revenues and
expenses during the reporting period. The more significant areas requiring estimates relate to mineral resources, future cash flows
associated with capital assetsand mineral properties. Management’s calculation of mineral resources and cash flowsarebased upon
engineeringand geologica estimates and financial estimates including gold prices and operating costs. Actual results could differ from
those estimated.

Principles of Consolidation
The consolidated financial statements include the accounts of the Company together with al its subsidiaries.

TheCompany’ sprincipal consolidated subsidiaries areBarbrook Mines Limited (100% owned) (“Barbrook™), EerstelingGoldMining
Company Limited (96% owned) ("Eersteling") and CaledoniaMining (Zambia) Limited, Caledonia Kadola Limited, Caledonia Nama
Limited and Caledonia Western Limited (all 100% owned) (collectively known as "Caledonia Zambia'").

Financial Disclosure Note

The unaudited interim consolidated financia statements have been prepared in accordance with Canadian generally accepted
accountingprinciples for interimreporting. In the opinion of management all adjustmentsrequired for afair presentation areincluded
in these statementsin accordancewiththe accountingpolicies of the Company. Theinterim consolidated financial statements should
be read in conjunction with the year end 2001 audited financial statements for the detailed note disclosure which is not materially
different to these interim financial statements.

Changein Accounting Policy - Stock-based Compensation

The Company has adopted the new accounting standard of the Canadian I nstituteof Chartered Accountants (* CICA”) for accounting
for stock-based compensation expense effective January 1, 2002 on aprospective basis. Under thisstandard, compensation expense
on stock optionsgranted to non-employees is recorded as an expense in the period the options are vested usingthefair valuemethod
estimated using the Black-Scholes Option Pricing Model.

The Company has elected tofollow theintrinsic method of accountingfor stock options granted to directors, officers and employees
whereby no compensation expenseis recorded in the financial statements when stock options are granted if the exercisepriceof the
stock optionsaregranted at market value. Any consideration paid by directors, officers and employees on exercise of stock options
or purchases of shares is credited to share capital. However, additional disclosure of the effects of accounting for stock-based
compensationtodirectors, officers and employees as compensation expense, using the fair value method estimated using the Black-
Scholes Option Pricing Model, is disclosed as pro-formainformation in the Share Capital note which follows.



Investment

On May 9, 2002 the Company participated in a privateplacement of M otapaDiamondsInc. inanamount of $50,000 US
($79,000 Canadian). Motapa Diamonds Inc. is the Company’s joint venture partner on the Mulonga Plain diamond
exploration project in Zambia.

Share Capital

Issued and Outstanding

On April 12, 2002 the Company completed a privateplacement for $2,672,000 net of $328,000 of shareissuecosts. The
issue price was $0.145 per unit, each unit being comprised of one common share and one half common share purchase
warrant exercisable at $0.195 per whole common share purchasewarrant for a period of two years from the issue date. A
total of 20,689,655 shares were issued pursuant to the private placement.

Duringthethird quarter 17,175,000 commonshare purchasewarrantswereexercised. A total of 17,175,000 common shares
were issued for proceeds of $1,309,115. In addition, a convertible loan in the amount of $139,860 was converted to
1,165,000 common shares.

Asof September 30, 2002 the Company has 204,232,270 common shares outstanding (December 31, 2001 - 165,202,115).
The basic loss per share has been calculated based upon a weighted number of common shares outstanding as follows:

For the year to date period ended September 30, 2002 - 182,095,324
For the quarter period ended September 30, 2002 - 197,564,759
Sock Options

Optionsto purchase common shares have been granted to directors, officers, employees and consultantsat exerciseprices
determined by reference to the market valueonthe dateof grant. Vesting of optionsis made at the discretion of the board
of directors at the time the options are granted. As at September 30, 2002, the Company has stock options outstanding
for the purchase of 12,750,800 common shares (as at December 31, 2001 - 2,565,800 common shares). All of theoptions
outstandingareexercisable. Pursuant to the new CICA policy of accountingfor stock based compensation, compensation
expenseon stock options granted to directors, officersand empl oyees, usingthefair valuemethod, is disclosed as pro-forma
information.

The fair value of stock options used to cal culatecompensation expenseis estimated usingthe Black-Scholes Option Pricing
Model with the following assumptions as at September 30, 2002.

Risk-freeinterest rate 3.63%
Expected dividend yield nil
Expected stock price volatility 40%
Expected option lifein years 3

The pro-forma effect on net loss and loss per share for the period ended September 30, 2002 of the actual results had the
Company accounted for the stock options granted to directors, officers and employees using the fair value method is as
follows:

Net loss for the period

Reported $ 1,373,000
Compensation expense 754,000
Pro-forma $ 2,127,000

Basic loss per share
Reported
Pro-forma

$ 0.008

$ 0.012

Option pricingmodels require the input of highly subjective assumptions including the expected pricevolatility. Changes
in the subjective input assumptions can materially affect the fair value estimate, and therefore the existing models do not
necessarily provide areliable single measure of the fair value of the Company’ s stock options.

Warrants
Asof September 30, 2002, the Company has outstandingwarrants to purchase an aggregate of 12,185,366 common shares.
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