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Parys Mountain Mines Limited 2008

Directors Report

The directors present their annual report and the audited financial statements for the year ended 31 March
2008

Principal activity and business review

The business of the company 15 the development of the Parys Mountain property near Amlwch 1n the northern
part of Anglesey, North Wales The company 15 a wholly-owned subsidiary of Anglesey Mining plc

The Parys Mountain property 15 the largest undeveloped base metal deposit in the Umted Kingdom and contains
a histonc resource of 6 5 million tonnes with a combined grade of over 10% copper, zinc and lead with, m
addition, small amounts of gold and silver A feasibility study 1in 1991 demonstrated the techmcal and economic
viability of bringing the property 1nto production at a rate of 350,000 tonnes per annum, producing zinc, copper
and lead concentrates

There are technical and other matters to be addressed to ensure that the project moves towards production
speedily, however the directors are of the opinion that this project 1s at an advanced state and the existence of
the onginal feasibility study, together with the valid planmng perrmissions, will do much to reduce both the
volume of work required to move the project into production and the risks associated with this work

During the year the company continued with 1ts exploration and development programmes, drilling 632 metres
1n 4 diamond core holes all of them n the White Rock area near the existing Morrnis shaft

On 10 Apnl 2008 the company’s parent agreed and signed a term sheet with ASX-listed Western Metals Linited
(“WMT”) of Perth, Western Australia under which 1t 1s expected that the parties will enter into a formal
agreement for the sale to WMT of the company

The profit for the year was £13,470 (2007 restated - o profit of £2,000,000 entirely in respect of an impairment
reversal) The company’s expenditure on the property during the year was £312,617 (2007 - £431,309) In
November 2007 the company purchased the freehold of two fields adjacent to the Morris Shaft, from a third
party, for £16,000 and 1n March 2008 1t purchased the freehold of a house also adjacent to the Morns Shaft for
£68,687 from its parent, at onginal cost to the parent

Dwidend

There 1s no revenue from the operations of the company The directors are unable to recommend a dividend
(2007 £nil)

Since the balance sheet date the activities of the company have continued wn accordance with the directors’
expectations

Risks and uncertainties

In conducting 1ts business the company faces a number of nsks and uncertainties some of which have been
descnbed 1n note 4 with regard to Parys Mountain However there are risks and uncertainties of a nature
common to all mineral projects and these are summanised below.

General mining nisks

Actual results relating to, amongst other things, mineral reserves, mineral resources, results of exptoration,
capital costs, miming production costs, reclamation and post closure costs, could differ materially from those
currently anticipated by reason of factors such as changes in general econormic conditions and conditions 1n the
financial markets, changes 1n demand and prices for minerals that the company expects to produce, legislative,
environmental and other judicial, regulatory, political and competitive developments 1n areas \n which the
company operates, technological and operational difficulties encountered in connection with the company’s
activities, labour relations matters, costs and changing foreign exchange rates and other matters

The mining industry 15 competitive 1n all of its phases The company faces strong competition from other mining
companies n connection with the recruitment and retention of qualified employees and other personnel Many
of these companies have greater financial resources, operation experience and technical capabilities than the
company

Metal prices

The company 1s currently in a development phase Business conditions are expected to be positive as demands
for primary metals, allied to a shortage n supply, will help sustain metal prices which n turn should encourage
Investor nterest in mining and exploration companies




o,

Parys Mountain Mines Limited 2008

The prices of metals fluctuate widely and are affected by many factors outside the company’s control. The
relative prices of metals and future expectations for such pnices have a sigmficant impact on the market
sentiment for investment 1n mimng and mineral exploration compames. Metal price fluctuations may be either
exacerbated or mitigated by international currency fluctuations which affect the metal price received in the
domestic currency

Funding

The company does not have sufficient funds to put the Parys Mountain mine inte production from 1ts own
financial resources The company relies on equity financings by its parent for 1ts working capital requirements
and to fund 1ts exploration development activities There 1s no assurance that such financing will be available
to the company, or that it will be available on acceptable terms

Permitting, environment and social

The company holds planning permissions for the development of the Parys Mountain property The company will
be required to obtain various other permits to carry out 1ts activities and may be subject to vanous reclamation
and operational conditions on these permits There can be no assurance that permitting or environmental laws,
regulations or requirements will not change n the future 1n a manner that coutd have an adverse effect on the
company’s activities and financial condition and no provision has been made in the accounts for any such
potential hablity

Employees and personnel

The company 1s dependent on the services of a small number of key executives and a limited number of other
skilled and experienced personnel Due to the relatively small size of the company, the loss of these persons or
the company’s inablity to attract and retain additional highty skilled and experienced employees may adversely
affect its business or future operations However the location of the Parys Mountain project in particular
remains attractive compared to a number of other similar mining projects in vanous developing countries and
this should mitigate these potential difficulties to a significant extent

Events since year end
There have been no significant events since the year end

Directors and directors’ interests

The directors who held office during the year were as follows:
J F Kearney {Ir1sh)
W D Hooley
R | Cuthbertson

None of the directors has any nterests in the shares of the company which are required to be disclosed. The
company 1s a wholly owned subsidiary of Anglesey Mining plc and the interests of the directors who are also
directors of the parent undertaking are disclosed 1n the financial statements of that company

Going concern basis .

The directors have given careful consideration to the appropnateness of the going concern basis in the
preparation of the financal statements The validity of the going concern basis 15 dependent on finance being
available for the continuing working capital requirements of the company and finance for the development of
the Parys Mountain property becoming available when required. The directors believe, based on ongoing
suppoert from the parent in respect of continuing working capital requirements, that, whilst there s uncertainty
as to whether the conditions above will be met, the going concern basis 1s appropriate for these financial
statements

Market value of land

Obtaining an accurate estimate for the market value of the company’s land 15 difficult, especially given 1ts
histornical use The land 1s carned n the accounts at 1ts cost to the company of £106,000 In the opimon of the
directors, the market value of this land 1s unlikely to be less than this figure

Creditor payment policy

The company conducts 1ts business on the normal trade credit terms of each of 1ts supplers and tries to ensure
that suppliers are paid in accordance with those terms The group’s average creditor payment period at 31
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March 2008 was 80 days (2007 - n/a)}, a longer than usual figure due to sigmficant amounts due to the drilling
contractor which were paid n the first week of Aprit

Auditors

To the best of the directors’ knowledge and belief and having made appropnate enguiries of other officers of
the company, all information relevant to enabling the auditors to provide their opimon on the financal
statements has been provided The directors have taken all reasonabte steps in order to ensure their awareness
of any relevant audit information and to establish the company’s auditors are aware of any such information

Deloitte & Touche have resigned as auditors of the company. There are no matters to be brought to the
attention of members 1n connection with their resignation The directors have appointed Mazars LLP as auditors
and a resolution for the appointment of Mazars LLP as auditors of the company 15 to be proposed at the
forthcoming annual general meeting.

Statement of directors’ responsibilities

The directors are responsible for prepaning the Annual Report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the statements in accordance with Umted Kingdom Generally Accepted
Accounting Practice (Umted Kingdom Accounting Standards and applicable law) The financial statements are
required by law to give a true and fair view of the state of affairs of the company and of the profit or loss of
the company for that period In preparing these finanoal statements, the directors are required to

» select suitable accounting policies and then apply them consistently,
« rmake judgements and estimates that are reasonable and prudent,

» state whether UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained 1n the financial statements,

« prepare the financial statements on the going concern basis untess 1t 1s inappropniate to assume that
the company will continue in business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at
any time the financal position of the company and enable them to ensure that the financial statements comply
with the Compames Act, 1985 They are also responsible for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularnties

Signed on behalf of the Board

o (L

lan Cuthbertson
Company secretary
30 July 2008
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Independent Auditors’ report to the members of Parys Mountain Mines Limited

We have audited the financial statements of Parys Mountain Mines Limited for the year ended 31 March 2008 which
compnse the profit and loss account, the balance sheet and the related notes 1 to 16 These financial statements
have been prepared under the accounting policies set out therein

This report 1s made solely to the company’s members, as a body, 1n 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 1n an audstors’ report and for no cther 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 opinons we have formed

Respective responsibilities of directors and auditors

As described in the statement of directors’ responsibilities, the company’s directors’ are responsible for the
preparation of the financial statements 1n accordance with applicable taw and Umted Kingdom accounting standards
{(United Kingdom Generally Accepted Accounting Practice} Qur responsibility 1s to audit the financial statements in
accordance with relevant United Kingdom legal and regulatory requirements and International Standards on Auditing
{UK and Ireland)

We report to you our opimion as to whether the financial statements give a true and fair view and are properly
prepared n accordance with the Companies Act, 1985 We also report to you whether in our opimion the information
n the directors’ report is consistent with the financial statements In addition, we report to you 1f, 1n cur opimon,
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 other transactions 1s
not disctosed

We read the Directors’ Report for the above year and consider the implications for our report if we become aware of
any apparent misstatements or matenal inconsistencies with the financial statements Qur responsibiities do not
extend to any other information

Basis of audit opimon

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures n the financial statements 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
appropnate 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
are free from matenal misstatement, whether caused by fraud or other irregulanty or error In forming our opinion
we also evaluated the overall adequacy of the presentation of information in the financial statements

Fundamental uncertainty

In forming our opinion we have considered the adequacy of the disclosures in the financial statements concerning the
recoverability of deferred development costs

The financial statements disclose the directors’ assumption that the deferred development costs in the balance sheet
of £13,424,560 (2007 - £13,111,943) will be recovered from future revenues of the mine The validity of this
assumption depends upon the viability of the operation of the mine and the ability of the company to trade profitably
n the future Details of the circumstances relating to this fundamental uncertainty are descnbed in note 5 to the
financial statements

Qur opwmion 15 not quabfied in respect of the above fundamental uncertainty

Opinion

In our epimon
+ the financal statements give a true and fair view, 1n accordance with Umited Kingdom Generally Accepted
Accounting Practice, of the state of the company’s affairs as at 31 March 2008 and of 1ts proht for the year
then ended,
s« the financial statements have been properly prepared in accordance with the Compames Act, 1985, and
« the information given in the directors’ report 1s consistent with the financial statements

2” Z U)

LLp

Chartered Accountants and Registered Auditors
Londoen, 30 July 2008
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Profit and loss account for the year ended 31 March 2008

All operattons are continuing

2008

2007 as
Notes 2008 restated
£ £
Turnover - -
Cther income 11,667
Admimstration expenses (1,208) -
Impairment reversal - 2,000,000
Operating profit 10,459 2,000,000
Interest recewvable 3,011
Profit before tax 13,470 2,000,000
Tax - -
Profit for the year 10 13,470 2,000,000

In 2007 admimstration expenses were borne by the parent and there was no income

Statement of recognised gans or losses for the year ended 31 March 2008

All operations are continuing

2007 as
Notes 2008 restated
Profit for the year 13,470 2,000,000
Total recogmzed gans for the year 13,470 2,000,000
Pnor year adjustment 16 (5,200,000}
Total gains or losses recogmzed
since last annual report (5,186,530) 2,000,000
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Balance Sheet as at 31 March 2008

2007 as
Notes 2008 restated
£ £

FIXED ASSETS

Intangible assets 5 13,424,560 13,111,943

Tangible assets 6 291,610 90,000

Total Fixed Assets 13,716,170 13,201,943
CURRENT ASSETS

Debtors 7 21,170 -

Cash at bank & n hand 26,217 -

Total Current Assets 47,387 -
CREDITORS

Amounts due within one year 8 (422,741) (298,624)

Total Current Liabilities (422,741) (298,624)
NET CURRENT ASSETS/(LIABILITIES) (375,354) (298,624)
CREDITORS due after more than one year

Parent company 9 (13,185,348) (12,761,319)

Provision 10 {42,000) (42,000)
TOTAL NET ASSETS 113,468 100,000
SHAREHOLDERS' FUNDS

Share capital 11 1,000 1,000

Share premium account 37,461 37,461

Profit and loss account 12 75,007 61,539
TOTAL SHAREHOLDERS® FUNDS 113,468 100,000

The financial statements were approved by the board of directors on 30 July 2008 and signed on 1ts behalf by

low. (-

lan Cuthbertson
Director and company secretary
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Notes to the financial statements for the year ended 31 March 2008

Accounting policies

The following accounting policies have been applied consistently in dealing wath items which are considered
matenal 1n relation to the company's financial statements

Basis of preparation
The financal statements have been prepared in accordance with accounting standards generally accepted n
the Unmited Kingdom and Umted Kingdom statute compnsing the Compames Act, 1985

Accounting convention
The financial statements are prepared under the mstoncal cost convention

Gowng concern

The financial statements are prepared on a going concern basis The validity of the gong concern basis 1s
dependent on continued parent company support, finance being available for continuing working capital
requirements and development funds for the Parys Mountain property becoming available Based on the
assumptions that such support and finance will be available, the directors believe that the going concern
basis 15 appropnate for these accounts Should the going concern basis not be appropniate, adjustments
would have to be made to reduce the value of the company’s assets, in particular the intangible fixed
assets, to their realisable values

Cash flow statements

Under Financal Reporting Standard 1 - Cash Flow Statements the company 15 exempt from the requirement
to prepare a cash flow statement on the grounds that the consolidated financial statements of the ultimate
parent company contain a group cash flow statement

Property, plant and equipment

Freehold land 1s stated in the balance sheet at cost The directors consider that the useful ife of the land
and buildings 1s so long and their estimated residual value, based on prices prevailing at the date of
acquwsition, 15 such that any depreciation would not be matenal The carrying value 1s reviewed annually and
any impairment 1n value would be charged immediately to the income statement

Intangible fixed assets
Intangible assets as stated 1n the balance sheet at cost, less amounts wnitten off and provisions for
impairment
Mineral property development costs are capitalised until the results of the projects, which are based on
geographical areas, are known. Mineral property development costs included allocation of administration and
salary costs as determined by management
An internally-generated intangible asset ansing from the group’s exploration actvities 15 recogmised only 1f
all of the following conditions are met:

* an asset 1s created that can be 1dentified,

¢ 1t1s probable that the asset created will generate future economic benefits, and

¢ the development cost of the asset can be measured reliably
If the project 1s successful, the related exploration costs are wntten off over the life of the estimate mineral
reserve on a umt of production basis. Where a project 1s terrmnated, the related exploraton costs are
wntten off immedately Where no internally-generated intangible asset can be recognmsed, development
expenditure 15 recognmised as an expense 1n the penod in which 1t 15 incurred

Provisions

Prowvisions are recogmsed when the company has a present obbigation as a result of a past event and it 1s
probable that the company will be required to settle that obligation Prowvisions are measured at the
directors’ best estimate of the expenditure required to settle the obligation at the balance sheet date and
are discounted to present value where the effect 1s matenal
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ot

Operating profit
Auditors’ remuneration 1s expensed and settled by the company’s parent

Remuneration of directors, staff numbers and costs

Other than the directors, the company had no employees dunng the year or the preceding year Any
directors’ remuneration is paid by the parent company

Resuit on ordinary activities before taxation

Revenues are in respect of rental income from land owned by the company Dunng 2007 the company earned no
income and administrative costs were borne by the parent company.

Intangible fixed assets

Deferred Development costs

£

Cost

At 1 Apnl 2007 13,111,943
Additions - own expenditure 312,617
At 31 March 2008 13,424,560
Carrying amount

Net book value 2008 13,424,560
Net book value 2007 13,171,943

Parys Mountain development expenditure 1s carned n the financial statements at cost {ess an impairment
provision if this 1s required The directors have given careful consideration to the value at which this
development expenditure should be shown and are satisfied that in the financial environment forecast to
prevail over the next few years, no impairment provision 15 necessary and the fair value of the project 1s not
less than the value shown in the balance sheet

The recoverability of the deferred development costs are subject to a number of sigmficant potential nsks
inctuding

« the raising of new finance to develop the mine,

+ the viability of the operation of the mine,

e the ability of the company to trade profitably in the future, and
« the continued financial support of 1ts parent

Further sigmficant potential risks have been outlined 1n the Directors’ Report

The realisation of these intangible fixed assets 1s dependent on the development of economic mineral
reserves Should this prove unsuccessful, the value included 1n the balance sheet would be wntten off
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6 Tangible fixed assets

Freehold land & buildings

Opening cost
Added n year

Closing cost

Opening depreciation
Charge for year

Closing depreciation

Net book value 2008
Net book value 2007

Deposit with Isle of Anglesey Council

Opemng balance
Deposit transferred from parent
Interest accumulated in year

Closing balance

Total tangible fixed assets

7 Debtors
Amounts recewvable
Prepayments
Totals

8, Creditors due within one year

Trade pavables
Accruals

Totals

2008

£

90,000

84,687

174,687

174,687

90,000

£

114,076

2,847

116,923

£

291,610
2008 2007
£ £
18,570 .

2,600

21,170 -
2008 2007
£ £
58,697 -
364,044 298,624
422,741 298 624

10
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13.

Creditors due after more than one year

2008

£
Amounts due to parent company 13,185,346

Provisions

2008
£

Site reinstatement provision 42,000

2007 as
restated
£

12,761,319

2007
£

42,000

The site reinstatement provision 1s 1n respect of the estimated cost of
restoring the Parys Mountain mine site should the company decide to

cease operations there

Called-up share capital

2008 2007
£ £
Authonsed
1,000 Ordinary shares of £1 each 1,000 1,000
Allotted, called-up and fully paid
1,000 Ordinary shares of £1 each 1,000 1,000
Profit and loss account
2008 2007 as
restated
£ £
Profit/ (deficit) at beginning of year
as previously reported 5,261,539
Pror year adjustment {note 16) (5,200,000)
Profit/deficit at beginmng of year as restated 61,539 (1,938,461)
Profit for the year 13,470 2,000,000
Profit/(loss) at the end of the year 75,009 61,539
Reconcihation of movement 1n equity shareholder’s deficit
2008 2007 as
restated
£ £
Shareholder’s prefit/(deficit)
at beginning of year 100,000  (71,900,000)
Profit for the year 13,470 2,000,000
Shareholder’s funds at the end of the year 113,470 100,000

2008

1"

-t
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16.

Parent company, financial support and related party transactions

Dunng the year the company was a subsidiary undertaking of Anglesey Mining plc a company ncorporated in
England and Wales Anglesey Mining plc has indicated its willingness to provide financial support to enable
the company to continue 1t activities for 12 months from the date of approval of these accounts

The company has availed of the exemption provisions 1n FRS 8 1n relation to the disclosures of related party
transactions Copies of the consolidated financial statements of Anglesey Mining plc are availlable on request
from the company’s registered office

Commitments and rmineral properties

(a) Most of the mineral resources delineated to date are under the western portion of Parys Mountain, the
freehold of which 1s owned by the company A royalty of 6% of net profits after deduction of captal
allowances, as defined for tax purposes, from production of freehold minerals 1s payable The rmning nghts
over and under thms area, and the leasehold area descnbed n (b) below, are also held by the company by
virtue of a lease dated 16 September 1971

(b) Under a lease from Lord Anglesey dated 18 December 2006, other compames within the Anglesey Mining
group hold the eastern part of Parys Mountain, formerly known as the Mona Mine A annual certain rent of
£5,2291s payable for the year beginming 23 March 2008, this rent increases to £10,000 in 2012 and to £20,000
when extraction of minerals at Parys Mountain commences, all of these rental figures are index-tinked A
royalty of 1 8% of net smelter returns from mineral sales 1s also payable The lease may be terminated at 12
months notice but not before 2012 and otherwise terminates in 2070

(€) Under a mining lease from the Crown dated December 1991, which was assigned to the company by 1ts
parent on 19 June 2007, the company makes an annual lease payment of £5,000 A royalty of 4% of gross
sales of gold and silver from the lease area 15 also payable The lease may be terrmnated at 12 months notice
and otherwise termnates in 2020. 1t 1s guaranteed by the company’s parent

(d) Under a royalty agreement with Intermine Linited, assigned to the company by its parent on 10 October
2002, the company 1s obligated to make payments of Can$50,000 (¢ £25,000) per annum until production
commences at the Parys Mountain mine A rovalty of 4% of net profits (as defined after various deductions)
generated from production at the mine is also payable There i1s an option to buy out the royalty and the
advance payments The agreement may be terminated at 12 months notice on abandonment of the property
The company has not paid all of the amounts due under this agreement and has made settlement proposals
to Intermine Lymited but no understanding has yet been reached Intermine Limited holds a charge over the
company to secure the payment of royalties in respect of minerals produced n the areas described n (a) and
{b) above

Restatement of 2007 results

In the year to 31 March 2007, an impairment provision in respect of Parys Mountain deferred development
costs of £7,200,000 was credited in the accounts of the company as there was no longer a requirement for a
provision £5,200,000 of this provision was onginally made in the accounts of the company's parent pnor to
the transfer of the relevant assets in 2002 That transfer was made on the basis that, 1n the event of a
reduction 1n the smparment to which the assets were subject at the time of transfer, the subsichary would
pay an equivalent deferred consideration to the parent

Although the impairment provision was removed entirely dunng the year to 31 March 2007 the deferred
consideration was not recorded until the year ended 31 March 2008 This transaction has been shown n these
financial statements as a prior year adjustment, the effect of which has been to reduce the company’s profit
for the year to 31 March 2007 by £5,200,000 and to decrease the company’s net assets by £5,200,000

12




