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Anglo Pacific Group PLC
Annual Report 2002

CHAIRMAN’S REVIEW

Results

Following record royalty receipts from our Australian coal mining interests, Group
profits before tax increased by 46% to £5,191,000 compared to £3,545,000 for the
previous year. Group turnover on continuing businesses increased by 47% to £5,802,000
(2001—£3,942,000). The profit after tax and minority interests was £3,560,000
(2001—£2,459,000), an increase of 45%.

Following the capital reduction of the Company’s shares from 10p to 2p per share on
2nd August 2002, the Company is able to pay dividends on profits arising after
30th June 2002. The Company paid an interim dividend of 1.1p net per share on
14th January 2003. The Board now proposes to pay to shareholders at the close of
business on 11th July 2003, for payment on 31st July 2003, a further dividend of 0.65p
net per share. This makes a total of 1.75p net per share in respect of the six months
period ended 31st December 2002.

In addition to its coal mining interests independently valued at A$81.4 million the
Company now has a number of operational interests and quoted stakes in gold and
Platinum Group Metals (“PGM”) projects totalling a further £2,910,000 at cost with a
mid-market value at 31st December 2002 of £3,037,000. The Group held cash of
£3.8 million on deposit at the year-end.

Operational review

Coal energy interests
These comprise our coal royalty interests in Queensland, Australia and various coal and
coal bed methane assets in British Columbia, Canada.

Coal royalties
In Australia, coal royalty receipts from the Kestrel and Crinum mines, operated by
Rio Tinto and BHP respectively, increased by 47% to £5,802,000 (2001—£3,942,000).

The independent valuation of these interests at the year-end was A$81.4 million, based
on the net present value of the pre-tax cashflow discounted at a rate of 7%. The change
in the valuation compared to last year has been adjusted to revaluation reserve.

Coal deposits

Your Company continues to evaluate and expand its Canadian coal deposits in British
Columbia with its 50% holding in the Groundhog and Peace River projects. The
outlook for developing these resources has improved during the year due to increased
energy prices and the more positive political climate in British Columbia.

Coal bed methane

During the year your Company acquired a 25% interest in Gosfield which owns a
substantial share of the Merritt coal and coal bed methane project in British
Columbia. Interest in this form of energy has increased sharply in recent months and
your Company is actively looking for partners to take this project forward.

Gold and platinum group metals

Your Company has invested nearly £3 million in gold and platinum projects in North
America and Australia. Press releases relating to some of these projects can be found,
together with other information, on the Company’s website www.anglopacificgroup.com
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The Company’s strategy is to acquire projects that expect to yield dividend and royalty
cashflow as well as substantial share appreciation in the next two to five years. The
Company has made a number of strategic mining acquisitions and has announced two
substantial stakes:—

® The Company has a 6.4% stake in Kirkland Lake Gold (“KLG”) in Northern
Ontario, Canada. KLG has restarted the Macassa mine and also owns the four
adjacent former producing mines that together have produced 22 million ounces of
gold over a seventy year period. KLG continues to discover gold at grades in excess
of 16 grams per ton and expects to produce circa 100,000 ounces of gold in fiscal 2004.

® Your Company hasa 10.6% stake in Platinum Australia Ltd (“PLA”’) which owns the
Panton project in the Kimberley region of North West Australia where a mine
producing PGMs is expected to start up within the next twelve months. Lonmin is a
major shareholder in this project.

Marble
During the year Ledmore Marble was sold for £275,000 which resulted in a profit of
£75,000 before writing off inter company loans of £144,000.

Talc
Your Board continues to extend and improve its talc interests in Shetland in order to sell
or find a joint venture partner for the project.

Board appointments
On 3rd March 2003 Mr Michael Chanarin resigned to pursue his other business interests.
The Board thanks him for all his hard work and efforts on behalf of the Company during
his time as a Director. We all wish him well in his future career. I welcome to the Board Dr
John Whellock and Mr Anthony Yadgaroff who were appointed non-executive Directors
on 3rd March 2003.

I also wish to thank all our staff and my fellow Directors for their continued application
and hard work in what has been a busy and very positive year of change for the Group.

Strategy

The Board intends to continue paying a proportion of the coal royalty as dividends to
shareholders. In addition we will pursue an active mining participation strategy using
the balance of our cashflow for the gold and PGM sectors in Australia and North
America. This will involve:—

® Other royalty and profit sharing cashflows

@ Strategic acquisitions in mining operations that have significant discovery or
increased production potential

® Development of the Company’s Canadian coal deposits and coal bed methane
interests by negotiating carried interests at the appropriate time to achieve further
royalty cashflows

o Utilisation of circa 40p per share of tax losses available to the Group

® Sale or joint venture of the talc interests

In pursuing these strategies and to strengthen the mining, operational and technical skills
available to the Board, the Board has recently appointed an advisory panel to assist it in its
analysis of mining projects. Details of the three advisers are set out in the Directors’
Report.
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Attributable assets

In order for shareholders to more clearly appreciate the potential commercial value of
your Company’s interests, the latest attributable asset position of your Company’s
acquisitions in key coal, gold and PGM projects around the world is summarised below.
The guideline figures are estimated in proportion to the holding that your Company has in
each project based on latest published data:—

® Australian Coal Royalty 78 million tons coal
® Canadian Groundhog, Peace River and Merritt 426 million tons coal
® Canadian Coal Bed Methane 4.4 billion cu ft cbm
o Canadian Gold at Kirkland and Oxford Lake 186 K ozs gold

® Australian Platinum at Panton (PLA) 276 K ozs pgms

Shareholders are again referred to the Company’s website for further information on this
and the Company’s other interests.

Outlook
With the current positive outlook for gold and PGMs and the Company’s continuing

steady coal royalty cashflows, the Board is optimistic about the prospects for the year
ahead.

Finally I wish to thank shareholders for their continued support.

P.M.BOYCOTT
Chairman
11th April 2003
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REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31st DECEMBER 2002

The directors present their report together with audited consolidated accounts of the
Group for the year ended 31st December 2002.

Summary of activities

The activities of the Group, conducted mainly through its subsidiary undertakings, are
summarised below:—

Gordon Resources Limited

The Group via its Australian subsidiary Gordon Resources Limited owns a 50% royalty
entitlement to the output from the Kestrel and Crinum underground mines in Queensland
other than Crown areas. The basis of calculation of the Group royalty changed from 1st
January 2002 from 7% of the Free at Rail value of coal sold from each mine to 7% of the
invoiced value of the coal, without deduction for any costs pertaining to rail and road
freight, or any other costs incurred in relation to the sale or disposal of the coal other
than port and related charges.

Ledmore Marble Limited
The Group sold its subsidiary Ledmore Marble Limited on 1st August 2002 for £275,000.

Other interests
(a) The Group owns a substantial talc deposit in Shetland.

(b) At 31st December 2002, the Group owned a number of strategic holdings in quoted
and unquoted gold and PGM mining projects at a total cost of £2,910,000.

(¢) The Group owns a 50% interest in the Groundhog and Peace River Coal deposits in
British Columbia, Canada.

(d) The Group acquired a 14% interest in the Merritt coal and coal bed methane project
in British Columbia, Canada through its 25% shareholding in Gosfield Associates.

To assist the Board of Directors of APG and outside consultants in evaluating these
and other acquisitions, the following three man panel of advisers was appointed
during the year:—

Professor M Johnson

Mike Johnson holds a Personal Professorship (Chair) in Environmental Science at
Liverpool University, where he is also Director of the University Botanic Gardens.
He was the Operations Manager of the Environmental Advisory Unit (EAU) at
Liverpool University. He holds environmental advisory positions with Rio Tinto,
Outokumpu, the World Bank and BAT. He is also Chairman of Glebe Mines Ltd,
and a Director of Minmet plc and LRM Group Ltd. He is the author of several
books and over 150 technical papers on the environmental aspects of mining
including land reclamation and environmental monitoring, toxicology and waste
management.

Mr J Prochnau

John Prochnau is a mining engineer and geologist with degrees from the University
of Washington, Seattle, U.S.A., and McGill University, Montreal, Canada. He has
held management positions with the Selection Trust Group and Billiton
International Metals B. V. of the Netherlands. He formed his consulting company
in 1984 and subsequently managed a number of private exploration syndicates and
publicly listed mineral companies responsible for a number of gold and base metal
discoveries and mine developments. He was founder of Brancote Holdings plc of
which he was managing director until 1999 and is currently Executive Chairman of
Hidefield plc.
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Mr L Hansen

Lex Hansen, BSc (Geology and Metallurgy), MBA, FAusIMM, FAICD, has more
than 35 years experience in senior positions in the mining industry. His career has
spanned exploration, mine operations and development, corporate finance,
stockbroking, fund management and investment banking. His most recent position
was Executive Director of Corporate Finance (Mining) at HSBC Bank Australia
with regional responsibility for resources finance, equity investment appraisals and
underwriting transactions. He has also been a director of a public listed gold
exploration and development company.

Group results for the year
The consolidated profit and loss account is set out on page 17 of the accounts.

The profit after tax was £3,560,000 (2001—£2,459,000). This was arrived at after a profit
on disposal of subsidiaries of £75,000 and after writing off inter company loans of
£144,000 The retained profit for the year of £2,035,000 was transferred to the profit and
loss account where the deficit brought forward was eliminated by the capital reduction
referred to below.

Share Capital

The capital reduction of the Company’s shares from 10p to 2p was completed on
2nd August 2002, thus eliminating the profit and loss account deficit and enabling the
Company to pay dividends from profits arising after 30th June 2002.

Dividends
The directors recommend a final dividend of 0.65p per ordinary share to be paid on
31st July 2003 to shareholders on the register at close of business on 11th July 2003. This

would give a total dividend for the year (including the interim dividend paid on
14th January 2003) of 1.75p per ordinary share (2001—nil).

Directors and their interests

The names of the directors who held office during the year under review are shown
below:—

P.M. Boycott

M. Chanarin (resigned 3rd March 2003)

H. Michaelis

B.M. Wides

R.L. Wood-Ward (resigned 22nd May 2002)

The director who is due to retire by rotation at the next Annual General Meeting is
H. Michaelis, who, being eligible, offers himself for re-election. The biographical details
of Mr Michaelis are as follows:—

Henry Michaelis is a Chartered Accountant (SA) and was appointed as a director on
2nd May 1997. He is resident in Australia running an investment company with interests
in transport, property and equities. He has substantial experience in mergers and
acquisitions and other corporate finance activities.

J.G. Whellock and A.H. Yadgaroff were appointed directors on 3rd March 2003 and will
both stand for election as directors of the Company at the Annual General Meeting. The
biographical details of these two directors are as follows:—

John Whellock, a Ph.D. in Chemical Engineering, has 30 years of experience in the
development and implementation of extractive metallurgy, mineral and chemical plants
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and projects for major international mining groups. His firm, JW Technologies has been
responsible for the implementation of several innovative furnace designs and processes.
Applications include alternative power, treatment of various hazardous wastes and
cement industry by-products and production of nano-materials.

Anthony Yadgaroff is a former equity analyst and manager of small pension funds. In
1984 he founded Allenbridge Group plc, a FSA regulated company which researches
fund managers’ performance and provides a rating service of hedge funds for
institutional clients. As a result, he has considerable experience with shareholders
interests and related compliance issues.

The Group maintains insurance for its directors and officers against certain liabilities in
relation to the Group.

The beneficial interests of the directors in the share capital of the Company are as

follows:—
Number of Ordinary Shares

Director 24th March 2003 31st December 2002  31st December 2001

P.M. Boycott 2,687,810 2,687,810 2,412,810

M. Chanarin N/A 983,000 733,000
(resigned 3rd March 2003)

H. Michaelis 1,570,000 1,570,000 2,015,000

J.G. Whellock — N/A N/A
(appointed 3rd March 2003)

B.M. Wides 3,198,895 3,198,895 2,923,895

A.H. Yadgaroff 114,784 N/A N/A

(appointed 3rd March 2003)

No director had any other interest in the issued share capital of the Company at the end of
the year. No Director was interested in any shares of subsidiary companies at any time
during the year. There have been no changes in directors or directors’ interests in shares of
the Company and its subsidiaries between the 24th March 2003 and the date of this report.

Substantial interests

The Company has been notified of the following interests of 3% or more in the Share
Capital of the Company at 24th March 2003:—

Ordinary Shares
of 2p each Representing
Ransomes Dock Ltd 12,388,100 14.16%
Invesco English and International Trust plc 3,000,000 3.43%

Re-appointment of Auditors

A resolution is to be proposed at the Annual General Meeting for the re-appointment of
Messrs Baker Tilly as auditors of the Company and to authorise the directors to fix their
remuneration.

Donations
No donations were made to charities during the year (2001—nil).
No political donations were made during the year (2001—mnil).

Supplier Payment Policy
The Group’s policy with regard to the payment of suppliers is to:—

—agree terms of payment at the start of business with each supplier; ensure that suppliers
are made aware of the terms of payment;

—pay suppliers in accordance with our contractual and legal obligations.
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During the year to 31st December 2002 the Group took an average of 38 days to settle its
bills with suppliers.

Income and Corporation Taxes Act 1988

So far as the directors are aware, the Company is not, and was not at the end of the
financial year, a close company in terms of the Income and Corporation Taxes Act 1988.

The Environment

The Group remains committed to an Environmental Policy of collaborating fully with
statutory authorities, local communities and special interest groups to minimise the
effects of its activities on the natural and human environment associated with its
operations, where appropriate.

Statement of directors’ responsibilities

The directors are required by UK company law to prepare accounts for each financial
year that give a true and fair view of the state of affairs of the Company and the Group
as at the end of the financial year and of the profit or loss of the Group for that period.

The directors confirm that suitable accounting policies have been used and applied
consistently and reasonable and prudent judgements and estimates have been made in
the preparation of the accounts for the year ended 31st December 2002. The directors
also confirm that applicable accounting standards have been followed and the accounts
have been prepared on the going concern basis.

The directors are responsible for keeping proper accounting records, for taking
reasonable steps to safeguard the assets of the Company and the Group, and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

Annual General Meeting
The notice of the Annual General Meeting contains some special business.

Authority to Allot Shares and Partial Disapplication of Pre-emption Rights

Resolution 8 seeks a new authority, to replace the present authority and be effective
until the earlier of 3rd July 2008 and the conclusion of the annual general meeting held in
2008, to authorise the Directors to allot relevant securities up to a maximum nominal
amount of £583,086 representing about 33.33% of the issued ordinary share capital at
the date of this report. The Directors have no present intention of exercising this
authority.

Resolution 9 seeks a waiver of the pre-emption rights of existing shareholders, but only
for new securities up to a maximum aggregate nominal value of £87,462 (5% of the issued
share capital at the date of this report) or, if less, 5% of the Company’s issued share capital
from time to time. The Directors also seek authority to make appropriate exclusions from
any rights issue, because it may not be possible to issue new shares to some shareholders
(for example, those resident in foreign jurisdictions where regulatory difficulties might
arise). The Directors will be able to use this authority, if granted, to allot new securities
without further reference to shareholders. However, the Directors have no plans at
present to make such an allotment and the proposed authority, if granted will expire at
the earlier of the next annual general meeting of the Company and fifteen months from
the date of this year’s Annual General Meeting.

Authority to purchase own shares

Resolution 10  gives authority for the Company to purchase its own shares and specifies
the maximum number of shares which may be acquired (8,746,295, approximately 10% of
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the Company’s issued ordinary share capital as at the date of this report) and the
maximum (105% of the 5 day average middle market price) and minimum (the nominal
value) prices at which shares may be bought. The Directors intend to exercise this power
only if, in the light of market conditions prevailing at the time, they believe that the effect
of such purchases will be to increase earnings per share. They will also have regard to
whether, at the time, this represents the best use of the Company’s resources and is in the
best interests of the shareholders generally. Other investment opportunities, appropriate
gearing levels and the overall position of the Company will be taken into account in
reaching such a decision. Any shares purchased in this way will be cancelled and the
number of shares in issue will be reduced accordingly. In total there are options
outstanding over 2,400,000 ordinary shares; they represent 2.74% of the current issued
share capital and would represent 3.05% of the issued share capital if the full buy back
authority was used.

Registered Office. By Order of the Board
29 Albemarle Street, J.D. Gold
London W1S 4JB Company Secretary

11th April 2003

10



Anglo Pacific Group PLC

CORPORATE GOVERNANCE STATEMENT

Compliance

The Board confirms that the Company complies with the Combined Code published by
the Committee on Corporate Governance other than in respect of the areas disclosed in
the following report:

The Board of Directors

The Board currently comprises an executive Chairman and Finance Director. In addition
there are three non-executive directors. New director appointments are considered
formally by the Board. All directors are subject to election by shareholders at the first
opportunity after their appointment. The directors do not consider that a separate
nomination committee would be beneficial in a group of this size. Directors are able to
take both independent professional advice and appropriate training in furtherance of
their duties at the Company’s expense. Individual directors, in conjunction with other
Board members, may take training tailored to their own requirements. At this stage due
to the size of the Group the Board does not pursue a detailed schedule of areas for training
its directors.

The current non-executive directors do not have specific terms of appointment. The
Board regularly considers whether these terms should be put in place and may introduce
them in the future. Under the terms of the company’s Memorandum and Articles of
Association, all directors retire by rotation on the basis of one-third of their number
each year, and are required to be re-appointed by the shareholders at an Annual General
Meeting.

The day to day management of the Group is delegated to the executive directors including
the Chairman, save for certain matters reserved for consideration by the Board. There is
no specific list of matters for the Board’s consideration but the executive directors report
and refer to the Board at regular intervals on all matters relating to the running of the
Company. All of the non-executive directors are considered by the Board to be
independent. Given the size of the Group it is not considered necessary to appoint a
separate Chief Executive Officer or senior independent non-executive director.

The Board meets at least six times a year. Prior to each meeting, directors are sent an
agenda and backup papers on individual agenda items. Directors may request additional
Board papers on any topic.

Audit Committee

The Company has one executive director and two non-executive directors constituting the
audit committee as opposed to the recommended three non-executive directors. Whilst
this does not comply with recommended practice the board believes it is neither
practicable nor desirable for the audit committee to include more than two non-
executive directors given the size of the Group. The audit committee’s terms of reference
are consistent with those recommended under the Combined Code.

The audit committee comprised P.M. Boycott, executive Chairman and two non-
executive directors M. Chanarin and H. Michaelis. The committee meets as required, in
particular, prior to the release of the Group’s annual audited financial statements.
M. Chanarin resigned as a director on 3rd March 2003 and A.H. Yadgaroff was
appointed to the audit committee on 5th March 2003.

Remuneration Committee

The remuneration committee comprised B.M. Wides, Finance Director, and two non-
executive directors M. Chanarin and H. Michaelis. M. Chanarin resigned as a director
on 3rd March 2003 and J.G. Whellock was appointed to the committee on Sth March
2003. The principal function of the committee is to determine the policy on

11
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remuneration for its executive directors, senior management and company secretary,
including their service contracts, salaries, benefits in kind, performance related awards
and compensation or termination payments. In exercising its responsibilities, the
committee has access to professional advice.

The remuneration committee does not consist exclusively of non-executive directors with
no personal financial interest and no day-to-day involvement in running the business.
Given the fact that the majority of the committee is made up of non-executives, the
Board does not believe there are any conflicts of interest.

Relations with Shareholders

The Annual General Meeting (AGM) is used as a forum to communicate with private
investors and the Board encourages their participation. Shareholders may ask questions
on resolutions proposed at the meeting and about the business in general. The Chairmen
of the audit and remuneration committees are available to answer questions. Where
appropriate, the Board maintains ongoing contact with institutional shareholders
including regular meetings.

Internal Control

The directors are responsible for ensuring that the Group maintains a system of internal
controls, including suitable monitoring procedures. Any system of internal control can
only provide reasonable, but not absolute assurance, against misstatement or loss.

The internal financial control system is designed to ensure the maintenance of proper
accounting records and the reliability of financial information used internally and
externally. During the year the Group’s internal financial control and monitoring
procedures included:

—clear responsibilities on the part of operating and financial management for the
maintenance of financial controls and the production of accurate and timely financial
information;

—the control of key financial risks through clear authorisation levels and proper
segregation of duties and

—detailed budgeting and reporting of results, balance sheets and cash flows, with regular
review by management of variances from budgets.

The management and executive directors meet on a regular basis to evaluate operational
and compliance issues and major business risks and confirm they have reviewed the
effectiveness of the system of internal financial controls in place during the year. The
executive directors also confirm that the Group’s internal control procedures comply
with those recommended in the Turnbull report except that management and executive
director meetings consider internal control matters under each agenda heading rather
than as a single agenda item. The executive directors consider this treatment to be more
appropriate to a Group of this size.

Due to the close involvement of the executive directors in operational, financial and risk
management and control, and also in view of the Group’s size, there is no formal internal
audit function. The Board, however, periodically considers whether such a function
should be established.

Going Concern

After making enquiries, the Directors have a reasonable expectation that the Company
and the Group have adequate resources to continue in existence for the foreseeable
future. For this reason, they continue to adopt the going concern basis in preparing the
accounts.

12
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The remuneration committee comprised:
H. Michaelis (Chairman)

M. Chanarin

B.M. Wides

H. Michaelis is the senior non-executive director of the company. M. Chanarin, non-
executive director and B.M. Wides, finance director, were the other members of the
committee. M. Chanarin resigned as a director on 3rd March 2003 and J.G. Whellock
was appointed to the committee on 5th March 2003.

The Policy and Objectives

The committee’s policy is to attract, retain and motivate quality senior management with
a competitive salary package. The principal components of the package are salary and
performance related bonus awards for individuals annually at the discretion of the
committee.

The committee confirms that it complies with section 1 of the Combined Code in
determining the Company’s policy on remuneration of its executive directors, including
service contracts and compensation.

Executive directors’ remuneration
(i) Basic salary and benefits
Basic salaries and benefits in kind are reviewed within the policy on an annual basis.

(i) Share schemes
The Executive Share Option Scheme is an unapproved scheme and in accordance
with its terms senior employees including executive directors, have received options
at current market value to be exercised, in normal circumstances, between three and
ten years after grant.

(i) Elements of remuneration
The components of remuneration are:—

Salary—Fixed sum paid monthly. The committee reviews salaries annually in line
with directors of comparable companies.

Pension—Executive directors are eligible to participate in the Executive Pension
Scheme, described below.

Bonus—Annually at the discretion of the committee.

Share schemes—Executive directors are eligible to participate in all executive share
schemes.

(iv) Pension rights
The Company operates a Money Purchase Group Personal Pension Scheme which
all employees and executive directors are eligible to join. Pension scheme assets are
held by Standard Life.

(v) Service contracts
Service contracts came into force during the year for P.M. Boycott, H. Michaelis
and B.M. Wides. They provide for a period of notice of twelve months. The Board
considers that this provision is appropriate in a competitive market place. Directors
are required to give three months notice of termination.

(vi) Share Price Performance
The following graph plots the price movement for the ordinary share capital of
Anglo Pacific Group PLC against the FTSE Small-Cap Index. This has been
selected as a comparable index because it is the nearest relevant index appropriate
to the Company.

13
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(vii) Directors’ emoluments and compensation
2002 2001
£ £
Remuneration
Salaries and benefits 125,131 81,812
Bonus in respect of 2000 and 2001 100,000 —
Pension contributions 4,001 4,634
Fees 12,000 9,300
Termination payment 22,500 —
263,632 95,746
The remuneration of the directors was as follows:—
P.M. M. H. B.M. R.L. Wood-
Boycott Chanarin  Michaelis Wides Ward
£ £ £ £ £
Salary 48,000 — 23,336 48,700 5,095
Bonus in respect of 2000 and 2001 40,000 5,000 15,000 40,000 —
Pension contributions 1,400 — 989 700 912
Fees — 12,000 — — —
Termination payment — — — — 22,500
12 months to 31st December 2002 89,400 17,000 39,325 89,400 28,507
12 months to 31st December 2001 29,400 9,300 13,923 29,400 13,723

14
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(viii) Share Option Scheme

The options of the executive directors at 31st December 2002 over the ordinary share
capital of the company were as undernoted for which nil has been paid.

No. of Shares Exercisable Exercise
2002 2001 between price
P.M. Boycott 420,000 420,000 13/10/02-13/10/06 23.5p

30,000 30,000 13/10/04-13/10/06 23.5p
500,000 500,000  10/12/02-10/12/04 18p

H. Michaelis 500,000 500,000 10/12/02-10/12/04 18p

B.M. Wides 420,000 420,000 13/10/02-13/10/06 23.5p
30,000 30,000 13/10/04-13/10/06 23.5p
500,000 500,000  10/12/02-10/12/04 18p

During the year directors’ options on 400,000 Ordinary Shares lapsed.

Options with an exercise price of 23.5p were granted on 13th October 1999. All other
options were granted on 10th December 1997. No options have been exercised by
directors during the year or up to the date of this report.

There was no difference in the market price and the exercise price on the date the share
options were granted.

The market price of the shares at 31st December 2002 was 30.25p and the range during the
year was 20.6p to 33p.
(ix) Non-executive directors’ remuneration

The remuneration of non-executive directors is determined by the board as a whole
having regard to the commitment of time required and the level of remuneration in
similar companies.

Under Part 3 of Schedule 7A of the Companies Act 1985 items (ii), (iv), (vii) and (viii) of
the executive directors’ remuneration section are subject to audit.

On behalf of the Board,

J.D. Gold
Company Secretary

11th April 2003

15



Anglo Pacific Group PLC

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
ANGLO PACIFIC GROUP PLC

We have audited the financial statements which comprise the Profit and Loss Account, the Balance Sheet, the
Cash Flow Statement, the Statement of Total Recognised Gains and Losses, and the related notes. We have also
audited the information in the Directors’ Remuneration Report that is described as being subject to audit.

This report is made solely to the Company’s members, as a body, in accordance with section 235 of the
Companies Act 1985. Our audit work has been undertaken so that we might state to the Company’s members
those matters we are required to state to them in an auditor’s 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 Company and the
Company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Annual Report, the Directors’ Remuneration Report and the
financial statements in accordance with applicable law and United Kingdom Accounting Standards are set out
in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the financial statements and the part of the Directors’ Remuneration Report to be
audited in accordance with relevant legal and regulatory requirements, and United Kingdom Auditing
Standards.

We report to you our opinion as to whether the financial statements give a true and fair view and whether the
financial statements and the part of the Directors’ Remuneration Report to be audited have been properly
prepared in accordance with the Companies Act 1985. We also report to you if, in our opinion, the Directors’
Report is not consistent with the financial statements, if the Company has not kept proper accounting records, if
we have not received all the information and explanations we require for our audit, or if information specified by
law regarding directors’ remuneration and transactions with the Company and other members of the Group is
not disclosed.

We review whether the Corporate Governance Statement reflects the Company’s compliance with the seven
provisions of the Combined Code specified for our review by the Listing Rules of the Financial Services
Authority, and we report if it does not. We are not required to consider whether the board’s statements on
internal control cover all risks and controls, or form an opinion on the effectiveness of the Group’s corporate
governance procedures or its risk and control procedures.

We read the other information contained in the Annual Report and consider whether it is consistent with the
audited financial statements. This other information comprises only the Report of the Directors, the unaudited
part of the Directors’ Remuneration Report, the Chairman’s Review and the Corporate Governance Statement.
We consider the implications for our report if we become aware of any apparent misstatements or material
inconsistencies with the financial statements. Our responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements and the part of the Directors’ Remuneration Report to be audited. It
also includes an assessment of the significant estimates and judgements made by the directors in the
preparation of the financial statements, and of whether the accounting policies are appropriate to the
Company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
statements and the part of the Directors’ Remuneration Report to be audited are free from material
misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the financial statements and the part of the Directors’
Remuneration Report to be audited.

Opinion
In our opinion:

@ the financial statements give a true and fair view of the state of affairs of the Company and the Group at
31st December 2002 and of the Group profit for the year then ended; and

o the financial statements and the part of the Directors’ Remuneration Report to be audited have been
properly prepared in accordance with the Companies Act 1985.

Baker Tilly

Registered Auditor
Chartered Accountants
274 Sauchiehall Street
Glasgow G2 3EH

11th April 2003
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Anglo Pacific Group PLC

CONSOLIDATED PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31st DECEMBER 2002

Turnover
Continuing operations
Discontinued operations

Cost of sales
Continuing operations
Discontinued operations

Gross profit

Continuing operations
Administrative expenses

Profit on disposal of investments
Other operating income

Operating profit from continuing operations

Discontinued operations
Administrative expenses

Operating (loss) from discontinued operations

Total operating profit

Profit on disposal of subsidiaries
Interest received

Write down of assets

Profit on ordinary activities before tax

Taxation on ordinary activities

Profit for the financial year

Minority Interests
Dividends: Interim
Final

Retained profit for the financial year

Earnings per ordinary share
Diluted earnings per ordinary share

STATEMENT OF TOTAL RECOGNISED
GAINS AND LOSSES
Retained profit for the financial year

Unrealised revaluation of Australian royalty interests

Currency translation surplus/(loss) on foreign
currency investments

17

Notes

~

2002 2001
£000’s  £000’s
5,802 3,942
142 183
5,944 4,125
(169) (210)
(169) (210)
5,775 3,915
(733) (574)
7 92
120 100
5,196 3,560
(57) (156)
(84) (183)
5,112 3,377
75 229
148 38
(144) (99)
5,191 3,545
(1,631) (1,118)
3,560 2,427
— 32
(957) —
(568) —
2,035 2,459
4.09p 2.83p
4.03p 2.76p
2002 2001
£000’s  £000’s
2,035 2,459
(2,274) 4,156
24 (54)
(215) 6,561




Anglo Pacific Group PLC

CONSOLIDATED BALANCE SHEET
AND COMPANY BALANCE SHEET

AT 31st DECEMBER 2002
Notes Group Company
2002 2001 2002 2001
£000’s  £000’s  £000’s  £000’s
Fixed assets
Tangible assets 9 839 1,009 839 834
Investment in subsidiary undertakings 10 — — 27,993 30,538
Investments 10 31,623 30,990 2,278 3
32,462 31,999 31,110 31,375
Current assets
Stocks 11 — 121 — —
Debtors 12 1,091 980 273 202
Cash at bank and in hand 3,766 2,212 1,042 31
4,857 3,313 1,315 233
Current liabilities
Creditors—amounts falling due within
one year 13 (2,473 (535)| (1,635 117
Net current assets/(liabilities) 2,384 2,778 (320) 116
Total assets less current liabilities 34,846 34,777 30,790 31,491
Long term liabilities
Provisions for liabilities and charges 14 (411) (217) 