If you are in any doubt about the contents of this document you should consult a person authorised under
the Financial Services Act 1986 who speclalises in advising on the acquisition of shares and other securities.

This document, which incorporates the annexes hereto, has been prepared by European Mining Finance Limited
{the “Company”) for the sole purpose of the admission of the Company’s Ordinary Shares of 10¢ each and
warrants to trading on the Altemative Investment Market. This document is not a prospectus and does not
constitute, or form part of, any solicitation for, any offer for sale or subscription or any offer to buy or subscribe
for any securities, nor shall it form the basis of, or be relied on in connection with, any contract or commitment
whatsoever.

The Directors of the Company, whose names appear on page 2 of this document, accept responsibility for the
information contained in this document. To the best of the knowledge and belief of the Directors {who have taken
all reasonable care to ensure that such is the case) the information contained in this document is in accordance
with the facts and ddes not omit anything likely to affect the import of such information.
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SHARE CAPITAL OF THE COMPANY

Authorised Issued
Number Amount Number Amount
USS Uss
25,900,000 2,500,000 Ordinary Shares of US 10¢ 8,178,154 817,815
WARRANTS
Warrants exercisable at US50¢ 1,250,000

Application has been made for the whole of the Ordinary Share capital and Warrants of European Mining
Finance Limited In issue to be admitted to trading on the Alternative Investment Market of the London
Stock Exchange (“AIM™). AIM is a market designed primarily for emerging or smaller companies to which
a higher investment risk than that assoclated with established companies tends to be attached. A
prospective investor should be aware of the potential risks In investing in such companies and should make
the decision to invest only after careful consideration and consultation with his or her own independent
financial adviser.

The rules of AIM are less demanding than those of the Official List of the London Stock Exchange. It is
emphasised that no application is being made for admission of these securities to the Official List. Further,
the London Stock Exchange has not itself approved the contents of this document.

English Trust Company Limited, of 12a Charterhouse Square, London ECIM 6AX is the Company’s nominated
adviser for the purpose of the AIM Admission Rules. Its responsibilitics as the Company’s nominated adviser
under the AIM Rules are owed solely to the London Stock Exchange and are not owed to the Company or to any
Director or to any other person in respect of his decision to acquire European Mining Finance Limited shares or
warrants in reliance on any part of this document. No representation or warranty, express or implied, is made by
English Trust Company Limited as to any of the contents of this document.
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ANNEXES

1. Listing particulars dated 10 January 1997

2. Annual Report and Audited Accounts for the year ended 31
December 1996

3. Quarterly Statement for the 3 months ended 31 March 1997

DEFINITIONS

In this document, unless the context otherwise requires, the following expressions shall bear the following
meanings: :

“AIM™ the Alternative Investment Market of the London Stock Exchange;

“Admission” the admissiﬁn of the Ordinary Shares and Warrants to trading on AIM;,

“Company” European Mining Finance Limited;

“Canadian Dealing Network™ an electronic over the counter dealing facility owned by the Toronto Stock
Exchange;

“the Directors” or “the Board” the directors of the Company;

“the Group” the Company and its subsidiaries;

“Listing Particulars” the listing particulars dated 10 January 1997 attached as Annex 1,

“London Stock Exchange™ London Stock Exchange Limited;

“Luxembourg Stock Exchange” the Soci&té de la Bourse de Luxembourg S.A;

“Ordinary Shares” the issued ordinary shares of US10¢ each in the Company;

“Warrants" :ll'tc 1,250,000 warrants, the terms of which are set out in Para.l1.4 of Part
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THE COMPANY AND ITS BUSINESS
Admission to AIM

The Board has decided that obtaining admission to AIM for the Ordinary Shares and
Warrants of the Company is in the best interests of the shareholders and warrant
holders. The Board considers that AIM will enhance the marketability of the
Ordinary Shares and Warrants and should increase UK investor interest. The Board
does not intend to end either the listing on the Luxembourg Stock Exchange or the
trading on the Canadian Dealing Network of the Company’s Ordinary Shares and
Warrants.

This document has been issued as an Admission Document for AIM and incorporates
the three annexes; the Listing Particulars, the annual report and accounts for the year
ended 31 December 1996 (“the 1996 Accounts™) and the quarterly statement for the
three months ended 31 March 1997 (“the Quarterly Statement”). Statements
contained in each of these annexes are included herein in so far as such information
is not superseded by a statement contained in a later Annex or this document

The Directors expect dealings to commence on AIM on 30 June 1997.

Documents annexed

Annexed are the Listing Particulars and the annual report and accounts for the year
ended 31 December 1996 and Quarterly Statement for the three months ended 31
March 1997. The Listing Particulars contain the most information about the Group
and are supplemented in respect of financial information and recent ¢hanges by the
1996 Accounts and the Quarterly Statement.

Principal activities of the Group

EMF is a Bermudian mining finance and investment company, based in London,
which was established in 1988. Its principal objective is capital growth from the
purchase, development where necessary, and ultimate realisation for profit, of a wide
range of mining investments. EMF’s Ordinary Shares are listed on the Luxembourg
Stock Exchange and are traded on the Canadian Dealing Network and under Rule 2.1
on the London Stock Exchange.

Investments include controlling interests in exploration and development projects,
quoted and unquoted mining shares and other securities that are closely monitored to
maximise the potential profits.

Risk is spread over several countries and commodities. EMF prefers to invest in
minerals and geographical areas where its directors and management have particular
experience. EMF’s interests span the entire cycle from exploration to development
and production.

In common with most smaller companies in the mining sector, EMF does not have
the financial resources to develop successful projects into operating mines. EMF’s
main objective is to realise the maximum profit from successful projects or
investments. This may be achieved through disposal, listing the project on a Stock
Exchange or through a joint venture with a partner.



Significant recent trends

Attention is drawn to the Quarterly Statement that prov1des details of significant
recent trends affecting the Group.

Prospects for next year

Attention is drawn to the Quarterly Statement that provides details of the prospects
for the next year for the Group.

Directors

Mr Ciaran James Forristal (Non Executive Chairman)
Mr Christopher Raymond John Hall ~ (Chief Executive)

Mr John Edmund Kincaid Floyd (Non Executive)

Mr George Gardiner {(Non Executive)

Mr Craig Lees Baxter Niven (Non Executive)

Mr Ciaran Forristal, (Non Executive Chairman)

Mr Forristal, aged 63, graduated in Civil and then Mining Engineering and is a
Chartered Engineer and a Fellow of the Institution of Mining and Metallurgy. He
has worldwide experience of managing and directing mining operations, after 26
years with the Anglo American greater group and spells with BP Minerals and RTZ.
He is now a mining consultant.

Mr Christopher Hall, (Chief Executive)

Mr Hall, aged 47, is a geologist and Chartered Engineer. He was with Charter
Consolidated plc from 1977 to 1984, becoming Assistant Manager, Mining
Operations. Between 1984 and 1987, he was responsible for a substantial mining
and mineral investment portfolio at Touche Remnant & Co., which he left to
establish EMF. He is a director of Ateba Mines Inc. and a former member of the
Council of the Institution of Mining and Metallurgy.

Mr John Floyd, (Non Executive)

Mr Floyd, aged 60, has held various positions in stockbroking and merchant banking
in the City of London since 1961. Until 1981 he was a partner in stockbrokers,
Panmure Gordon & Co. He founded Floyd Oil Participations Plc and was its
Chairman until his retirement in 1988. He participated in the founding and was
Chairman of Britcan until its acquisition by EMF in 1993,

Mr George Gardiner, (Non Executive)

Mr Gardiner, aged 63, has been involved in the management and administration, at a
senior level, of public and private mining companies for over 30 years. After many
years with the Anglo American Group, he managed the UK, European and US
interests of the Hampton Gold Mining Areas Group on behalf of the Australian
owners in the later 1980’s. He continues to represent the UK and European interests
of a number of Australian and US mining companies as both a manager and director.



Mr Craig Niven, (Non Executive)

Mr Niven, aged 40, joined the Board on 22 October 1996. He holds a Masters
Degree in Economics from St. Catharine’s College, Cambridge and is a Chartered
Accountant. He is currently an Executive Director of Global Emerging Markets
Europe Limited responsible for cross border transactions in Africa, South Asia and
the Middle East. Prior to joining GEM he was a Director and Head of International
Corporate Finance at ANZ Grindlays Bank plc. He has previously held various
positions at Amalgamated Metal Corporation plc and Pannell Kerr Forster.

Risk factors

1.

The Ordinary Shares and Warrants are listed on the Luxembourg Stock
Exchange and are traded under Rule 2.1 of the London Stock Exchange and
the Canadian Dealing Network and will be traded on AIM. None of these
markets will ensure that there will be a liquid market in the Ordinary Shares
or Warrants and an investment in them may be difficult to realise.

Investment in the Ordinary Shares or Warrants may not be suitable for all
investors who are accordingly advised to consult an investment adviser
authorised under the Financial Services Act 1986 who specialises in this type
of investment.

The Group is dependent upon a small number of employees. Whilst the
Group enters into employment agreements with its key personnel to secure
their services, the retention of their services cannot be guaranteed.

The value of certain assets of the Group is dependent upoh the value of
commodities that are widely traded. The value of such commodities has and
will continue to be subject to significant fluctuations that can affect the value
of the assets.

The value of the investment assets of the Group is dependent upon market
conditions, primarily in North America. Such market conditions are subject
to significant fluctuations that can materially affect the value of such assets.

The value of certain assets of the Group depend initially upon successful
exploration and appraisal activities. The outcome of such exploration and
appraisal activities is uncertain. Should economically exploitable mineral
deposits be established sufficient finance would be required to bring such
discoveries into production. :




OTHER INFORMATION

Share Capital & Warrants

1.1

1.2

1.3

1.4

1.5

1.6

Following the completion of the placing described in the Listing Particulars the
Company had an authorised share capital of US$1 million divided into 10 million
Qrdinary Shares of which 8,178,154 Ordinary Shares were in issue, all fully paid up.

On 3 February 1997 the authorised share capital of the Company was increased by
US$1.5 million to US$2.5 million by the creation of 15,000,000 Ordinary Shares.

The authorised and issued share capital of the Company as at the date hereof:

Authorised Issued
Number Amount Number Amount
Uss Uss
25,000,000 2,500,000 Ordinary Shares of 8,178,154 817,815
US 10¢

As at the date hereof the Company has in issue 1,250,000 Warrants exercisable at
US50¢ each into one Ordinary Share at any time up to and including 31 December
1998 whose further terms are set out in Part IV of the Listing Particulars.

As at the date hereof options have been granted over 350,000 new Ordinary Shares.
Certain of these options have been granted to Directors details of which are set out in
paragraph 2.2 below. .

The Directors have authority under the Bermudan Companies Act 1981 (as amended)
and the Bye laws of the Company to allot authorised but unissued Ordinary Shares for
cash or other consideration without time limit,

Directors' and other interests

21

As at the date hereof the interests of the Directors in the share capital of the Company
which:

(i) have been notified to the Company; or

{ii) are interests of a person connected (within the meaning of section 346 of
the United Kingdom Companies Act 1985) with a Director which have also
been notified, and the existence of which is known to or could with
reasonable diligence be ascertained by that Director are set out below:

Director Ordinary  Percentage of current
Shares  issued ordinary share
capital
Mr Ciaran Forristal 115,000 1.41%,
Mr Christopher Hall 1 -
Mr John Floyd 137,245 1.68%
Mr George Gardiner 25,001 0.31%
Mr Craig Niven 1 -
7.
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2.3

24

2.5

2.6

27

All of the above Ordinary Shares are held beneficially, save those of Mr
Floyd of which 104,745 Ordinary shares are held under discretionary
family trusts.

The following options, which remain outstanding, were granted to Directors on 22
October 1996 and confirmed by shareholders resolution on 3 February 1997 to
subscribe for new Ordinary Shares at US$0.50 at any time until 31 December 1998:

Mr Ciaran Forristal 50,000 22 October 1996
Mr Christopher Hall 210,000 22 Qctober 1996
_ Mr John Floyd 40,000 22 October 1996
Mr George Gardiner 40,000 22 October 1996

Mr Hall is engaged under a service contract terminable by him at six months notice
or by the Company upon twenty-four months notice. The basic salary under the
contract is currently £70,000 per annum. In addition to his basic salary (which is
subject to annual review) he is entitled to:

(i) the benefit of an appropriate motor car and discharge of expenses;

{ii) participate in the Group's phantom share option scheme described below;
(iii) the Company contributing to his personal pension scheme;

{iv) participate in the Company's medical scheme.

Save as set out above, there are no service contracts between any Director and any
member of the Group other than contracts expiring or determinable by the employing
company without payment of compensation (other than statutory compensation)
within one year and no such service contracts are proposed.

Mr Niven is a director of Global Emerging Markets Europe Limited, a subsidiary of
Global Emerging Markets Limited which is entitled to a fee of US$50,000 per
annum for consultancy services including Mr Niven’s services as a non executive
director of the Company.

The aggregate remuneration paid and benefits in kind granted to the Directors by
members of the Group for the financial year ended 31 December 1996 amounted to
US$219,270 (including US$50,062 paid by way of consultancy fees to certain non
executive Directors for work outside the duties of a non executive director and
excluding pension contributions). The aggregate remuneration to be paid and
benefits in kind to be granted to the Directors by members of the Group for the
financial year ended 31 December 1997 are expected to be US$193,000.

The total emoluments receivable by the Directors will not be varied in consequence
of the Admission.

There are no outstanding loans granted by any member of the Group to any Director
nor has any guarantee been provided by any member of the Group for their benefit,
save for a season ticket loan provided to Mr Hall.

The Company has instituted a phantom share option scheme whereby certain
Directors are entitled to receive the difference in value between US¢35 and the
market price of the Ordinary Shares on the date upon which the option is exercised,
so long as the market price of the Ordinary Shares exceeds US¢50. Each of the
relevant Directors has agreed to subscribe sixty per cent. of the amount received,
before tax, for new Ordinary Shares at the aforementioned market price:



2.10

2.11

Mr Ciaran Forristal
Mr Christopher Hall |
Mr John Floyd

Mr George Gardiner

Number
187,500
187,500
112,500
150,000

No Director has or has had any interest in any transaction which is or was unusual in
its nature or conditions or is or was significant in relation to the business of the
Group and which was effected by any member of the Group during the current or
immediately preceding financial year or during any earlier financial year and
Temains in any respect outstanding or unperformed.

The directorships of the Directors, other than the Company, held over the previous

five years are set out below:

Director
Mr Christopher Hall

Mr Craig Niven

Mr John Floyd

Company
European Mining Finance (UK) Limited*

. Britcan Minerals plc*

Britcan Exploration Limited*

Professional Properties Projects (Pty)
Limited*

Thakadu Mining (Pty) Limited*

Société de Travaux de Recherche et
d’Exploitation Miniére et Compagnie SA*
Nordic Exploration AB*

Onas Oy*

Ateba Mines Inc*

Ariadne Resources Limited*

El Valiente Ascari SA

Thakadu Copper AB .

Stewart Lake Resources Inc

Equinox Resocurces Limited

Cambridge Mineral Resources plc

Nordic Expleration Group plc (Dissolved)
BV Ventures Inc. (British Virgin Islands)*

Zetachoice Limited*

Emerging Marketc Investments Zambia
Ltd.*

Meridien Leasing Limited*

Aberfoyle Industries (Pvt) Limited*
Spencer Powergen Pakistan Limited*
George Williamson Tanzania Limited*
International Informatics Solutions plc*
Seachoice Limited*

Tukuyu Holdings Limited*

Tukuyu Tea Estates Limited*

Ambangulu Holdings Limited*

Global Emerging Markets Europe Limited*
The Oriental Gas Company Limited

Patria Resources Limited*

York Energy Resources Limited*
Britcan Minerals plc*

Crispin Energy Inc*

Britcan Exploration Ltd.

High Range Ventures (UK) Limited
Allyn Resources (UK) Limited



Mr Ciaran Forristal Britcan Minerals plc*
Britcan Exploration Limited®*
Société de Travaux de Recherche et
d’Exploitation Miniére et Compagnie SA*
BV Ventures Inc. {British Virgin Isiands)*

Mr George Gardiner Société de Travaux de Recherche et
d’Exploitation Miniére et Compagnie SA*
Thakadu Mining (Pty) Ltd.*
Professional Property Projects (PTY) Ltd.*
Hampton Gold Mining Areas Ltd.*
Normandy Resources Ltd.*
*Continuing appointments

2.12  No Director has:

(i) any unspent convictions in relation to indictable offences;

(ii) a bankruptcy order made against him;

(iii) been publicly criticised by any statutory or regulatory authority; or

(iv) been a director of a company which has been placed in receivership or
liquidation whilst-he was a director of that company or within twelve
months after he ceased to be a director of the company:

Working Capital

The Company having made due and careful enquiry is of the opinion that the working capital
available to the Company and the Group, at Admission, will be sufficient for their present
requirements.

Shareholders

Save for the following shareholders, none of the Directors is aware of any interest which will
represent three per cent or more of the issued share capital of the Company or of any persons
who, directly or indirectly, jointly and severally, exercise or could exercise control over the
Company:

Shareholder Number of  Percentage

Ordinary Shares of Issued

Share

Capital

Global Emerging Markets Limited 1,250,000 15.28%

Teck Corporation 750,000 9.17%

REXCO 700,000 8.56%

MSS Nominees Limited 275,985 337%

Fidelity Securities Limited 250,000 31.06%

David E G Prain 250,000 3.06%
Auditors

Set out.in Annex | are summaries of the audited accounts for the Company for each of the
two years ended 31 December 1995 together with the auditors’ reports issued thercon
included in the Listing Particulars dated 10 January 1997 issued in accordance with the
Listing Rules of the Luxembourg Stock Exchange and as Annex 2 the audited accounts for
the year ended 31 December 1996,

The Directors confirm that the accounts of EMF for each of the three years ended 31

December 1996 have been prepared in accordance with the applicable law. The Directors
accept responsibility for ali the aforementioned accounts.
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The auditors of EMF since 1 January 1995 have been Grant Thomton of Grant Thornton
House, Melton Street, Euston Square, London NW1 2EP. The auditors of EMF for the year
ended 31 December 1994 were Emst & Young, Rolls House, Fetter Lane, London EC4A
INH. :

Grant Thornton have consented to the inclusion of their reports in this document and accept
responsibility for them and have not become aware, since the date of their reports, of any
matter affecting the validity of those reports at that date.

Emnst & Youag have consented to the inclusion of theﬁ report in this document and accept
responsibility for it and have not become aware, since the date of their report, of any matter
affecting the validity of the report at that date,

Xaxation

The following information, which sets out the taxation treatment for holders of Ordinary
Shares, is based on the law and practice currently in force in the United Kingdom where the
Company is resident for tax purposes. The information is not exhaustive and if sharcholders
are in any doubt as to their taxation position, they should consult their professional adviser.
Sharcholders should note that the levels and bases of, and relief from, taxation may change
and that changes may alter the benefits of investment in the Company.

The Company withholds no tax from dividend payments, but whenever the Company pays a
dividend it is required to account to the United Kingdom Inland Revenue for advance
corporation tax ("ACT"). The current rate of ACT is one-quarter of the dividend paid.

Subject as mentioned below in relation to foreign income dividends ("FIDs"), sharcholders
tesident in the United Kingdom for taxation purposes (other than corporate shareholders) are
generally liable to income tax on the aggregate amount of the dividend and a tax credit equal
to 25 per cent of the dividend. For example, on a dividend of £80, the tax credit is £20 and
the individual is liable to income tax on income of £100. Individual shareholders resident in
the United Kingdom whose income tax liability is less than the aggregate of the amount of
income tax deducted from other income paid to them and the tax credit in respect of
dividends are entitled to a proportionate repayment of tax. United Kingdom resident
individual shareholders who are subject to tax at the higher rate (currently 40 per cent) are
liable for additional tax to the extent that tax at such rate, on the aggregate of the dividend
and the tax credit, exceeds the tax credit. For example, on a dividend of £80, such a taxpayer
is liable for additional tax of £20. For this purpose, dividends are treated as the top slice of
the individual's income. United Kingdom resident trustees of discretionary trusts, who are
liable to account for income tax at the rate of 34 per cent, on the trust's income, may aiso be
liable for additional tax.

Subject as mentioned below in relation to FIDs, United Kingdom resident shareholders who
are exempt from tax in respect of investment income (such as pension funds and charities) are
entitled to repayment from the Inland Revenue. Resident corporate shareholders (other than
certain insurance companies) are not liable to corporation tax or income tax in respect of
dividends and, subject as mentioned below in relation to FIDs, such dividends are available to
frank dividends paid by such companies.

Subject to special provisions which apply to Commonwealth citizens, citizens of the Republic
of Ireland, residents of the Isle of Man or the Channel Islands and certain others, shareholders
not resident in the United Kingdom are generally not entitled to the benefit of a tax credit in
respect of dividends. Such shareholders are treated as receiving gross income of an amount
which, when reduced by income tax at 20 per cent, is equal to the dividend. However, no
liability is attached to such shareholders in respect of lower or basic rate income tax. There is
no liability to lower, basic or higher rate tax for non resident individuals. Special rules apply
to non-resident discretionary trusts in receipt of United Kingdom dividends.
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As mentioned below in relation to FIDs, an entitiement to repayment from the Inland
Reveaue of part or all of the tax credit may be available to some non-United Kingdom

sharcholders if there is an appropriate provision granting such entitlement in a double taxation .

agreement between the country in which they are resident and the United Kingdom. Non-
United Kingdom resident sharcholders may also be subject to tax on dividends under the law
outside the United Kingdom to which they are subject.

Since 1 July 1994, United Kingdom resident companies have been allowed to elect to pay a
dividend as a FID. The Company is still required to account for ACT in respect of a FID, but
is, subject to satisfying certain conditions, subsequently able to recover some or all of that
ACT from the Inland Revenue. A dividend paid as a FID does not carry a tax credit, and
therefore shareholders who are normally entitled to repayment of part or all of the tax credit
from the United Kingdom Inland Revenue are not able to do so if a dividend is paid as an
FID. Otherwise, individual and trustee shareholders have the same liability to tax in respect
of a FID as they have in respect of a normal dividend. FIDs received by a United Kingdom
resident company are not available to frank non-FID dividends paid by that company, but are
available to frank FIDs paid by that company.

Availability of document
Copies of this document are available during normal office hours on any weekday, Saturdays

and public holidays excepted, from English Trust Company Limited, 12a Charterhouse
Square, London ECIM 6AX until the date fourteen days from the date of Admission.

Costs

The expenses of the Admission of the Company’s Ordinary Shares and Warrants to AIM to be
borne by the Company are not expected to exceed £30,000 including VAT.

23 June 1997
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A copy of this has been delivered for registration to the Registrar of Companies in Bermuda. These listing
particulars have been prepared in connection with the application for listing on the Luxembourg Stock Exchange
of the New Ordinary shares and the Warrants.

The legal notice required by Luxembourg law in relation to the listing of shares has been deposiled with the
Registrar of the District Court of Luxembourg. Likewise, the Bylaws of EMF have been deposited with the
said registrar and a copy thereof may be obtained at the registered office of Kredietbank S.A. Luxembourgeoise.

Neither the Ordinary Shares nor the Warrants will be registered under the US Securities Act of 1933 or under the
securities laws of Canada or Japan and they may not, subject to certain exceptions, be sold within the US,
Canada or Japan.

To the best of the Directors’ knowledge the information contained in this document is in accordance with the facts
and makes no omission likely to affect the import of such information. All the Directors, whose names,
addresses and functions appear on page 4 of this document, accept responsibility accordingly.

European Mining Finance Limited

(Incorporsted and Registered with limited liability in Bermuda under the provisions of the Companies Act 1981 as amended)

Placing of 2,500,000 New Ordinary Shares of US10¢
and 1,250,000 warrants exercisable at US50¢

at US$0.40 per unit of 1 share and '/: warrant

SHARE CAPITAL FOLLOWING THE PLACING

Authorised [ssued
Number Amount Number Amount
USS Uss
10,000,000 1,000,000 Ordinary Shares of US 10¢ 8,178,150 8§17.815

Application has been made (o the Luxembourg Stock Exchange for the New Ordinary Shares and Warrants 1o be
admitted to its Official List.

The 'New Ordmary Shares_will be accepted for clearance through CEDEL under the same common number as
applies 1o the existing Ordinary Shares, namely 003682323, and the same ISIN code namely, BMG319201049.
;‘I;:é\;s;gggtfa\;;ll be accepted for clearance through CEDEL under common number 7258321 and the ISIN code



EUROPEAN MINING FINANCE

CONTENTS
Page
DEFINITIONS 3
DIRECTORS AND ADVISERS 4
KEY INFORMATION
PART 1 INFORMATION ON THE GROUP 5
Corporate History and Investment Policy 5
The Placing 5
The Investments 6
Financial Record 10
Directors 11
EMF’s Prospects 12
Taxation 12
PART 2 SUMMARY OF AUDITED ACCOUNTS 13
PART 3 INTERIM ACCOUNTS FOR THE NINE MONTHS TO
30 SEPTEMBER 1996 28
PART 4 TERMS OF THE WARRANTS 30
PART § FURTHER INFORMATION 34



EUROPEAN MINING FINANCE

DEFINITIONS
Britcan Britcan Minerals PLC, a wholly owned subsidiary of the
Company

Canadian Dealing Network an electronic over the counter dealing facility owned by the
' Toronto Stock Exchange

EMF/ the Company European Mining Finance Limited

the Group EMF and its subsidiaries

GEM Global Emerging Markets Limited

Listing the admission of the New Ordinary Shares and Warrants to

Luxembourg Stock
Exchange

New Ordinary Shares
Ordinary Shares
Placing

Placing Price

STREMCO

Thakadu

Unit

Warrants

the Official List of the Luxembourg Stock Exchange

the Société de la Bourse de Luxembourg S.A.

the new Ordinary Shares of 10¢ each of EMF to be issued
pursuant to the Placing

the ordinary shares of 10¢ each of EMF

the placing of 2,500,000 New Ordinary Shares with
Warrants attached at the Placing Price

US$0.40 per Unit

Société de Travaux de Recherché et d’Exploitation Miniére
et Compagnie S.A., the 51% subsidiary of the Company

incorporated in Burkina Faso

Thakadu Mining (Pty) Limited, the indirect 75% subsidiary
of the Company, incorporated in Botswana

one New Ordinary Share and one half a Warrant

the warrants 10 subscribe for new Ordinary Shares of EMF
the detailed terms of which are set out in Part 4
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CORPORATE HISTORY AND INVESTMENT POLICY

EMF is a Bermudian mining finance and investment company, based in London, which was
established in 1988. Its principal objective is capital growth from the purchase, development
where necessary, and ultimate realisation for profit, of a wide range of mining investments.
EMF's Ordinary Shares are listed on the Luxembourg Stock Exchange and are traded on the
Canadian Dealing Network and under Rule 2.1 on the London Stock Exchange.

Investments include controiling interests in exploration and development projects, quoted and
unquoted mining shares and other securities which are closely monitored to maximise the
potential profits.

Risk is spread over several countries and commodities. EMF prefers to invest in minerals and
geographical areas where its directors and management have particular experience.

EMF's interests span the entire cycle from exploration to development and production.

EMEF is profitable with royalties, interest income and investment realisation income exceeding
operating costs. Financial information on EMF is set out in Parts 2 and 3.

THE PLACING

Global Emerging Markets Limited (“GEM”), an investment house specialising in opportunities
in emerging economies, approached EMF with a proposal for co-operation in assessing,
structuring and financing mining projects, an area in which GEM lacked expertise. The Board
determined that such co-operation would be beneficial to EMF with an enhanced flow of
opportunities from countries in which GEM is established including Africa, CIS and the Far
East. Accordingly the Board accepted the offer from GEM to invest US$500,000 into EMF.
The Board felt that the opportunity should be taken to raise limited further funds for existing
and new projects. '

The Board have therefore completed the Placing, subject to Listing, which has raised US$1
million before expenses. The 2,500,000 New Ordinary Shares which are the subject of the
Placing represent 30.6 per cent of the enlarged share capital of the Company. The funds raised
by the Placing will total US$935,000 (net of costs of US$65,000). If all the Warrants are
exercised a further 1,250,000 New Ordinary Shares will be issued and EMF will receive
US$625,000. The Placing has been effected so that no half warrants will result. The total of
New Ordinary Shares issued in the Placing and new Ordinary Shares issued on exercise of the
Warrants will represent 39.8% of the thus enlarged issued share capital of EMF. On
completion of the placement of New Ordinary Shares and warrants GEM will hold a 15.3%
interest in EMF, No offer in respect of the Placing is being made generally to existing
shareholders and, save in respect of Teck Corporation (further details of which are set out in
paragraph 3.7 of Part 5), neither past nor existing shareholders have any pre-emption rights in
respect thereof.

The additional funds are not specifically dedicated to any one project but will, together with the
Company’s other available liquid resources, be allocated to both existing and new projects,
subject to them satisfying the relevant investment criteria.

The New Ordinary Shares will rank pari passu with the existing Ordinary Shares in all
respects. The Warrants will be tradable separately from the Ordinary Shares immediately from
issue. Warrants will not be issued and nor will be tradeable in parts of less than one warrant or
including a part of less than one warrant. Certificates in respect of the New Ordinary Shares
and Warrants are expected to be despatched within 10 days following Listing.
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The Board decided to apply for a quotation for the Ordinary Shares on Canadian Dealing
Network to enhance liquidity in the Company’s shares. This quotation was granted on 23
September 1996. The New Ordinary Shares and Warrants will be tradable on the Canadian
Dealing Network immediately following their admission to listing on the Luxembourg Stock
Exchange. The New Ordinary Shares and Warrants will also be tradable, on listing on the
Luxembourg Stock Exchange, on the London Stock Exchange under Rule 2.1 (the rule of the
London Stock Exchange which provides inter alia that a security listed by an approved
organisation may be traded on exchange) of that Exchange.

THE INVESTMENTS
AFRICAN PROJECTS

EMF acquired 51% of the equity in STREMCO in August 1994. STREMCO hoids an 800

square kilometre gold exploration concession in north eastem Burkina Faso and has applied for

an extension of approximately 250 sguare kilometres to the North and West. The property is
a

situated about 250 kilometres by road from the capital Ouagadougou. Most of the concession
is underlain by Birrimian greenstone-belt rocks, which rock type hosts the majority of primary
gold deposits in the extensive West African craton.

The purchase agreement for EMF's 51% interest commits the company to finance the
development of STREMCO's project to a maximum of $2.0 million, which is being provided
by an interest bearing loan. At 30 September 1996, $1.5 million had been provided under the
loan agreement.

Previous work on the concession area by the Burkina Faso Government' and Bureau de
Recherche Geologique et Minidre of France had established the presence of potentially
economic gold deposits together with gold occurrences in several other localities. A database
of mapping, pitting and trenching, diamond drilling and sam%ling, with a cost to compile
estimated by EMF to be in excess of $10 million, was acquired by STREMCO together with a
75 tons per day treatment plant, exploration camp, power and water facilities.

Follow up work by STREMCO has been concentrated on the Guiro deposit which is located in
a strongly sheared structure in a granodiorite in the southern part of the concession, about 10
km from the camp and the treatment plant. The structure can be traced for over 20 km but
work to date has concentrated on a 2 km segment containing numerous outcrops of sheared
quartz vein with tourmaline, and pyrite.

Surface trenches at approximately 25 metre intervals have intersected widths up to 6 metres and
grades up to 17.6 grams per tonne gold, with an average thickness of about 2 metres.

STREMCO has drilled a total of 25 inclined, reverse circulation holes at Guiro over a strike
length of 280 metres. A recent four hole, diamond drilling programme intersected the structure
at vertical depths of 107, 124, 186 and 210 metres. All four holes were mineralised with an
average true width of 1.3 metres and average grade of 12.9 grams per tonne. The ore shoot
now appears to have a strike length of at least 240 metres, is open at depth and to the west.
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The resources for the Guiro deposit, using a cut off grade of 2 grams per tonne, made by
EMF's consultants using polygons on longitudinal sections and confirmed by transverse

sections, may be summarised as follows:

Category Depth Tonnes Grade Qunces
Metres Grams/tonne

Measured resources 0-80 115,000 11.82 43,700

Indicated resources 80-155 129,000 13.36 55,400

Inferred resources 155-230 94,000 7.83 23,600

Total 0-230 © 338,000 11.30 122,700

A feasibility study based on the above resource estimate at Guiro, the expansion of the plant to
100 tons per day and the addition of a Carbon in Pulp circuit and gold recovery facilities is in
progress. An application for a mining permit has been made and the Directors expect it to be
granted early in 1997. Stanley Rogers, the former operations manager at the Mahd ad Dhahab
gold mine in Saudi Arabia, has joined EMF to take primary responsibility for this project.

Exploration work has also been carried out on a section of the structure to the east of Guiro and
an extension of the mineralised structure is indicated by soil geochemistry and geophysics over
a strike length of 1.5 kilometres.

A programme of geochemistry and geophysics over a cluster of gold anomalies located at
Malori on the intersection of the Guiro structure with a major northwest-southwest structure
has been successful. The gold geochemical anomalies occur over an area of 6.7 square
kilometres and follow up drilling and trenching has been recommended

. "

EMF purchased a 20% interest in Thakadu in December 1994, through its then wholly owned
subsidiary Professional Property Projects (Pty) Ltd ("PPP"). Thakadu holds a 25 year Mining
Lease over the Thakadu copper project in northern Botswana.

In June 1995, following the consent of the Minister of Mineral Resources and Water Affairs,
PPP increased its interest in Thakadu to 100%. At the same time the vendors of Thakadu
acquired a 25% interest in PPP, giving EMF an indirect interest of 75% and management
control of the project.

Previous holders of the project, including Falconbridge and Botswana RST, camied out
exploration for copper over a period of 20 years, which comprised geological mapping,
sampling, diamond drilling, underground development and metallurgical testing. The cost of
this work in 1996 terms is estimated by EMF to be in excess of $5 million. Resources were
established in two orebodies, Thakadu and Makala, each with an oxide capping overlying
primary sulphides. There are several other copper occurrences in the vicinity.
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Datamine South Africa were retained to recalculate the reserve which they have estimated as
follows:

Tonnes Grade Copper
Thakadu oxides 856,296 3.51%
Thakadu sulphides 1,710,940 2.47%
Makala oxides 473,737 1.53%
Makala sulphides 5,074,492 2.02%
Total oxides 1,330,033 2.80%
Total sulphides 6,785.432 2.13%
Total 8,115,465 2.24%
Total contained copper 400,000,000 1bs

EMF's plan to develop a small high grade oxide project has been adversely affected by a rise in
the price of sulphuric acid and fail in the price of copper. EMF has received an extension to
existing licence obligations to enable it to evaluate a larger scale, integrated approach to the
development of the entire resource. A conceptual study has indicated that this could result in an
economic project at a production rate of 15,000 tonnes of copper cathode per year and a life of
9 years.

The capital cost of such a project is estimated by the Directors to be around US$90 million.
EMF would prefer to proceed with a partner in view of the much higher level of capital costs in
the enlarged project.

ROYALTIES and CARRIED INTERESTS

EMF holds a 2.5% expense free overriding net retumns royalty on the Mt. Hamilton gold mine
of Rea Gold Corporation in Nevada.

i

The mine came into commercial production in January 1995 and planned production from the
open pit, heap leach operation is 50,000 ounces per year Rea Gold Corporation has
experienced problems with the mine and the basis of the caiculation of the royalty by Rea Gold
Corporation is disputed by EMF. EMF has reluctantly instigated litigation in Nevada.

(13 L

EMF acquired options entitling it to subscribe for up to 6 million Ateba shares at Can20¢ per
Ateba share under a five year agreement dated 26 February 1993. EMF also acquired certain
free carried interests in the assets of Ateba in the Central African Republic ("CAR"), the right to
a free carried interest in new Ateba projects in the CAR, a "back-in" right to any new Ateba
project elsewhere, and the right to be represented on the board of directors of Ateba. EMF has
to date exercised options in respect of 500,000 Ateba shares and the resulting Ateba shares
were realised at a profit. As at 30 September 1996 the balance of the options has a value of
approximately US$560,000 at the then ruling mid market price of Ateba shares.
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In addition to Ateba's exploration concession for diamonds in the CAR, its other principal
interests are participations in exploration joint ventures for nickel in the vicinity of the Voisey
Bay discovery and for diamonds in Califomia and the North West Territories of Canada. Joint
venture results to date have been fairly encouraging, particularly in Califomia where the
operator, Diadem Minerals, has announced. the recovery of diamonds from drill core which
intersected a lamproite intrusion. Ateba is negotiating the acquisition of a controlling interest in
a diamond exploration property in the vicinity of the Diadem discovery.

PORTFOLIO INVESTMENTS

EMF maintains an investment portfolio as an integral part of its strategy. This generates profits
and cashflow while trading investments occasionally develop into deeper involvement with
investee companies. Monitoring the trading investments keeps EMF in touch with equity
markets and provides useful market intelligence. Trading also allows the development of
relationships with brokers and investment bankers which can lead to other investment
opportunities.

At 30 September 1996, the portfolio shareholdings were as follows:
— Shares  Mid Market

Value/Cost
Uus$

Armada Gold Corp. Quoted 45,000 64,672
Ateba Mines Inc. - Options’ Unquoted . 5,500,000 564,599
Azco Mining Inc. Quoted 151,580 250,077
Connary Minerals plc Quoted 4,000,000 192,277
Conquistador Mines Ltd. Quoted 49,500 192,367
Corona Goldfields Inc.2 Unquoted 200,000 147,737
Queenstake Resources Ltd. oted 119,2 203,649
Treminco Resources Ltd. Quoted 104,200 72,584
United Reef Petroleum Lid. " Quoted 140,625 51,556
Other 128,340
Total 1,867,358
Notes:
1 Based on the quoted price of Ateba Mines shares
2 At cost

EUROPEAN EXPLORATION

Nordic exploration. gold and diamond

EMF holds its Nordic interests through two wholly owned subsidiaries; Nordic Exploration
AB (“Nordex”) in Sweden and Onas Oy (“Onas™) in Finland.

In Sweden, Nordex is believed to be the first and only company to have obtained diamond
exploration claims, since this was made possible in 1993. Nordex has two claims totalling 80
square kilometres, at Alno in east central Sweden and one at Kalix in the north. EMF has a
joint venture agreement in respect of the Swedish claims with Cambridge Mineral Resources
pic (“Cambridge”) who are required to spend US$250,000 carrying out data acquisition and
field work to earn a 51% interest in the claims.
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Cambridge have recentdy completed their first season of work, including geophysical
interpretation of aeromagnetic data and geochemical sampling, concentrating on the Kalix area.
Over 60 magnetic anomalies, known as “bullseye” targets were identified. These magnetic
anomalies were investigated by collecting geochemical till samples. The results of an analysis
of these samples confirmed the presence of kimberlite and diamond indicator minerals,
including pyrope garnets, chromites, phlogopites and picro ilmenites in a high percentage of
samples. Five areas of particular interest have been defined as having comesponding

geophysical and geochemical anomalies, and also display topographic depressions.

In Finland, Onas has claims over 15 targets aggregating 20 square kilometres, in the Haitu
schist belt in eastern Finland. This area has been covered by extensive mapping, geophysical
and geochemical surveys conducted by the Geological Survey. One orebody, the Ward
deposit, was delineated by the Survey and sold to Outokumpu Oy, a major Finnish mining
company. There are a number of other gold occurrences and several of these are on ground
contiguous with Onas' claims.

EMF has instituted litigation against Glenmore Highlands Inc., a Canadian corporation, for
failing to complete the acquisition of Nordex and Onas.

£1) - 1

Britcan holds a Crown Exploration licence for gold over some 500,000 acres in Cormwall. The
licence was renewed for two years on 1 January 1995. The Directors intend to make
application for the extension of the licence for a further two years. Whilst they have no reason
to believe that a renewal over part of the licence acreage will not be granted, they expect that a
partial relinquishment of the licensed area may be a condition of any such further renewal.

Britcan's target is epithermal gold mineralisation and its most advanced projeﬁt is at Tregeare,
situated on the Warbstow fault, 6 miles north of Launceston. The exploration model assumes
that surface gold anomalies are related to fracture-controlled leakage of mineralising fluids from
an epithermal system located at a depth of about 300 metres. A diamond drilling programme
was completed on the Tregeare prospect, one of twenty targets on the licence, in late 1994,
which confirmed the geological model and provided further evidence of gold mineralisation.
More interest is beginning to be shown in this area. Independently, and supporting EMF's
continuing interest in this area, Crediton Minerals plc has recently been granted a Crown
Is.icence in Devon, based on encouraging gold geochemistry reported by the British Geological
urvey.

A deeper diamond drilling programme was recommended by EMF's consultants. - EMF is
seeking a joint venture partner to finance the next stage of exploration, a multi-hole drilling
programme which would require an investment in excess of $500,000.

FINANCIAL RECORD

Set out in Part 2 is a summary of the audited accounts of EMF for each of the three years to 31
December 1995 and in Part 3 is the financial information contained in the unaudited interim

financial statement for the nine months ended 30 September 1996. The following information
has been extracted from Parts 2 and 3.

10
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The net assets and profit record of for the three years and nine months ended 30 September
1996 are as follows: .

30 September 31 December

1996 1995 1994 1993

Unauodited Audited Audited Audited

Net assets per share $1.40 $1.18 $1.08 $1.03

Nine months to 30 Years ending 31 December
September

1996 1995 1994 1993

Unaudited Audited Audited Audited

5 3 b 3

INCOME 49,753 215,589 263,314 629,968
EXPENDITURE

Operating costs {345,514) (468,789) (490,200)  (457.617)

OPERATING (LOSS)PROFIT (295,761) {253,200) (226,886) 172,351

Foreign exchange gains/(losses) . (10,521) (20,334) 2,148 (18,564)

Bank and short term interest 22,968 40,963 32,570 12,057

Gain on disposal of investments 470,378 398,040 787,620 670,343

Write off/down of long term investments
- (216,922) (35,784)

NET PROFIT BEFORE TAX 187,064 165,469 378,530 780,403

TAXATION (8,415 (27,581) (32,526) (29,228)
NET PROFIT AFTER TAX 178,649 137,888 346,004 751,178
Earnings per share (cents) 3.1¢ 24¢ 6.1¢ 13.2¢
DIRECTORS "

Ciaran Forristal, {Chairman)

Mr Forristal, aged 62, is an independent mining consultant, based in Comwall. After 26 years
with the Anglo American greater group, he spent two years as Regional Consulting Engineer
for BP Minerals/RTZ Corporation. He is qualified in civil and mining engineering and has
wide experience of managing and directing mines in many countries, notably as General
Manager of the operations of Malaysia Mining Corporation, for many years the world's largest
tin producer. He spends approximately 10 days per month on the business of EMF.

Christopher Hall, (Chief Executive)

Mr Hall, aged 47, is a geologist and Chartered Engineer. He was with Charter Consolidated
plc from 1977 to 1984, initially as a mining analyst and latterly as Assistant Manager, Mining
Operations.  Between 1984 and 1987, he was responsible for a substantial mining and
mineral investment portfolio at Touche Remnant & Co. and was Assistant Manager of two
listed investment trust companies. He left Touche Remnant to establish EMF. He is a
director of Ateba Mines Inc. and a former member of the Council of the Institution of Mining
and Metallurgy.

John Floyd (Non Executive Direcior)

Mr Floyd, aged 60, joined the Board of EMF in 1993. He has held various positions in
stockbroking and merchant banking in the City of London since 1961. Until 1981 he was a
partner in stockbrokers, Panmure Gordon & Co. He founded Floyd Oil Participations Plc and
was its Chairman until his retirement in 1988, He participated in the founding and was
Chairman of Britcan until its acquisition by EMF in 1993.

11
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George Gardiner (Non Executive Director)

Mr Gardiner, aged 63, has been involved in the management and administration at a senior
level of public and private mining companies for over 25 years. After many years with the
Anglo American/Charter Consolidated Group, he managed the UK, European and US interests
of the Hampton Gold Mining Areas Group on behalf of the Australian owners in the late
1980's. He continues to represent the UK and European interests of a number of Australian
and US mining companies as both a manager and director,

Craig Niven (Non Executive Director)

Mr Niven, aged 40, holds a Masters Degree in Economics from St. Catharine’s College,
Cambridge and is a Chartered Accountant. He is currently an Executive Director of Global
Emerging Markets Europe Limited responsible for cross border transactions in Africa, South
Asia and the Middle East. Prior to joining GEM he was a Director and Head of International
Corporate Finance at ANZ Grindlays Bank plc. He had previously held various positions at
Amalgamated Metal Corporation plc and Pannell Kerr Forster.

EMF’S PROSPECTS

The Board believe that EMF's current projects offer significant potential for asset value growth
and future realisation of profits. The opportunities available to EMF, enhanced by its
association with GEM and the additional funds, will enable further potentially profitable
investments to be made.

The additional funds are not specifically dedicated to any one project but will, together with the
Company’s other available liquid resources, be allocated to both existing and new projects,
subject to them satisfying the relevant investment criteria. ‘

TAXATION
The Company

EMF is resident for tax purposes in the UK and is therefore subject to UK taxation on its world
wide income and capital gains, subject to applicable relief from double taxation. Certain
income is subject to withholding taxes in various jurisdictions. EMF has trading and capital tax
losses available for offset against future UK tax.

Shareholders
Shareholders are advised to consult their own advisers on their tax liability on dividends
received or the possible application of double tax conventions that might apply or on their

ability to reclaim or obtain relief in respect of any tax credits that might apply to dividends, if
and when paid.

12
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Set out below is an extract from of the audited accounts for each of the three years ended 31
December 1995.

CONSOLIDATED PROFIT AND LOSS ACCOUNT
FOR THE TWELVE MONTHS TO 31 DECEMBER
(expressed in US dollars)

Notes {995 1994 1993
3 3 5
INCOME
Royalties 2 - 185,358 180,000 180,000
Loan interest - - 27,254
Other income 30,231 83,314 422,714
215,589 263,314 629,968
EXPENDITURE
Operating costs 457,299 478,738 424,777
Depreciation 2 11,490 11,462 32,840
468,789 490,200 457,617
OPERATING (LOSS)/PROFIT (253,200) (226,886) 172,351
Foreign exchange gains/(losses) 2 (20,334) 2,148 (18,564)
Bank and short term interest 40,963 32,570 12,057
Investment gains/(losses)
Gain on disposal of investments 398,040 787.620 670,343
Write off/down of long term 2 ' i
investments } - (216,922) (55,784)
398,040 570,698 614,559
NET PROFIT BEFORE TAX 165,469 378,530 780,403
TAXATION
Withholding tax 4 (22,500) (27,000) (28,932)
Corporation tax 4 (5,081) (5,526) {296)
NET PROFIT AFTER TAX . 137,888 346,004 751,175
Deficit, beginning of period (4,946,410) (5,292,414) (6,043,589)
Deficit, end of period ) (4.808,522) £4!946!410! §5!292!4l4)
Eamnings per share (cents) 5 24 6.1 13.2

The accompanying notes form an integral part of these financial statements

13



EUROPEAN MINING FINANCE

PART 2 - SUMMARY OF AUDITED ACCOUNTS

CONSOLIDATED BALANCE SHEET

AS AT 31 DECEMBER
(expressed in US dollars)

ASSETS

FIXED

Intangible Assets
Tangible Assets

Long Term Investments

CURRENT

Portfolio investuments
Accounts receivable
Royaity receivable
Prepaid expenses
Cash and deposits

LIABILITIES
CURRENT

Accrued expenses
Creditors

Deferred consideration

NET CURRENT ASSETS

NET ASSETS

SHAREHOLDERS' EQUITY

SHARE CAPITAL

SHARE PREMIUM

PROFIT & LOSS ACCOUNT
(DEFICIT)

CAPITAL RESERVE

INVESTMENT REVALUATION

RESERVE

FOREIGN EXCHANGE RESERVE

SHAREHOLDERS' FUNDS

EQUITY MINOCRITY INTERESTS

Number of shares in issue

ATTRIBUTABLE NET ASSET

VALUE PER SHARE

(1993 & 1994 adjusted for bonus issue)

The accompanying notes form an integral part of these financial statements

Notes 1995 1994 1993
5 3 3
2,10 4,399,765 2,254,680 905,295
2,10 475,331 482,749 27,514
2,6,7 1,202,619 1,584,781 1,576.934
6.077,715 4,322,210 2,509,743
26,7 864,621 1,061,872 2,653,126
72,411 93315 63,924
75,340 42,283 92,685
- 5,292 -
13 1,110,462 1,556,672 667.041
2,122,834 2,759.434 3.476.776
44,317 138473 134,686
184,050 163,224 -
200,000 - -
1,694,467 2,457,737 3,342,090
7,772,182 6,779.947 . 5851833
3 567,815 113,563 113,563
3 10,188,640 10,642,892 10,642,892
(4.808,522) (4,946,410) (5,292.414)
2,11 960,594 470,693 141,564
2,8 (265,723) (265,244) 246,228
2 86,907 97,121 -

LY

6,729.711 6,112,615 5,851,833
12 1,042,471 667,332 -
7,772,182 6,179,947 5,851,833
5,678,150 ,135.630 1,135,630
5 $1.18 $1.08 $1.03
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STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
FOR THE TWELVE MONTHS TO 31 DECEMBER
(expressed in US dollars)

1995 1994 1993

3 b 3

Profit for the financial year 137,888 346,004 751,175

Unrealised loss on investnents 479) (511,472) 708,354

Foreign Exchange translation adjustments (10,214) 97,121 -
Total recognised gains and losses since last annual

report 127,195 (68.347! 1,459,529

RECONCILIATION OF SHAREHOLDERS' FUNDS

1995 1994 1993

b3 $ b

Total recognised gains and losses in year 127,195 (68,347) 1,459,529
New shares issued - - 11,973
Increase in share premium account - - , 585482
Movement in Capital Reserve - 489,901 329,129 | 141,564
Total movements during the year 617,096 260,782 2,198,548
Sharcholders' funds at 1 Janeary 6,112.615 5,851,833 3,653,285
Shareholders' funds at 31 December 61729!71 1 6,1 12!61 5 5,851,833

The accompanying notes form an integral part of these financial starements
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CONSOLIDATED CASH FLOW STATEMENT
FOR THE TWELVE MONTHS TO 31 DECEMBER
(expressed in US dollars)

1995 1994 1993
3 $ 3
Net cash outflow from operating activities (342,235) (202,527) (203,819)
Returns on imu;stments and servicing of
finance
Interest received 40,963 32,570 12,057
Net cash inflow from returns on investments .
and servicing of finance 40,963 32,570 12,057
Taxation
Corporation Tax (5,081) (5,526) (296)
Withholding Tax (22,500) (27,000) (28,932)
Taxation Paid {27,581) (32,526) (29,228}
Investing Activities
Payments to acquire intangible fixed assets (631,002) (301,447) {197,526)
Payments to acquire tangible fixed assets 4,072 (47,718) (10,050}
Payments to acquire investments (370,006) (251,819) (1,069,761)
Receipts from sale of investments 1,067,723 1,972,948 1,763,910
Payments to acquire subsidiary undertakings (180,000) (279,850) (58,510)
Net cash (outflow)/inflow from investing {
activities . {(117,387) 1,092,114 428,063
Net cash (outflow)/inflow before financing {(446,210) §89,631 207,073
Financing . - - -
{(Decrease)/Increase in cash and cash
equivalents 5446i210l 889I631 207I073
Reconciliation of operating profit/loss to net cash (outflow) from operating
activities
1995 1994 1993
b 3 b
Operating profit/(loss) (253,200} (226,886) 172,351
Depreciation 11,490 11,462 32,840
Decrease/(increase) in debtors (6,861) 15,719 85,329
Increase/(decrease) in creditors (73,330) 36,361 (65,302)
Shares received in lieu of cash income - {53,314) (354,713)
Other non-cash income, including exchange differences
(20,334) 14,131 (74,324)
Net cash outflow from continuing operating activities (342.235) {202,527y (203.819)

The accompanying notes form an integral part of these financial statements
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NOTES TO THE FINANCIAL STATEMENTS
AS AT 31 DECEMBER
(expressed in US dollars)

1.

@

®)

i)

ii)

i)

ii)

Nature of Operations
European Mining Finance Limiled ("EMF") was incorporated in Bermuda on 9th May 1988. Iis

principal activity is to invest in and provide financing for quoted and unguoted mining companics and
unincorporale_d mining ventures,

Sienificant A ing Polici

The consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in Bermuda and the United Kingdom. The significant accounting policies are as
follows:-

Investments
Investments are valued as follows:

Portfolio Investments

Marketable securities listed or dealt in on a recognised stock exchange, or an over the counter market,
are valued at the mid market price on such exchange or market.

Unquoted investments are initially valued at cost. A reduction in the value of an unquoted investment
will be made if considered appropriate in the light of a Company's condition or prospects. [ncreases in
value will only be made if substantiated by significant transactions in the relevant company's shares by
third parties or in the event of a material change in the underlying value of the company.

Realised gains and losses on sales of investments are calculated based on the average cost of the
investment and are reﬂected in income when realised.

Investment Revaluation Reserve

Unrealised appreciation and depreciation of investments as of 31st December are reflected within the
investment revaluation reserve on a net basis.

Fixed Assets
Intangible Assets

The Group uses the full cost method of accounting for mining operations. Expenditure on licences,
concessions and exploration incurred by subsidiary undertakings are camied as intangible assets until
such time as is determined that there are commercially exploitable reserves at which time such costs
will be ransferred to tangible fixed assets at cost, and will be amortised over the expected producuve
life of the asset. The Group's intangible assets are subject to periodic review by the directors in order
to determine commercial feasibility. Exploration costs determined as unsuccessful are written off to
the profit and loss account.

Tangible Assets

Plant and equipment, office fumiture and equipment and motor vehicles are shown as tangible assets
(see also Note 10).
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©

@

(]

©

LY

tii) Long Term Invesiments

Long term investments are valued at cost. An adjustment is made if there is a permanent diminution in
value of the investment, or if a previously reduced value is no longer justified by changed
circumstances.

Adjustments to the value of long term investments are accounted through the profit and loss account,

Depreciation
Plant and equipment are depreciated at rates appropriate to the expected life of the asset once production
has commenced, Office equipment and motor vehicles are depreciated over four years.

Foreign Currency Transactions

Investments and monetary items have been translated at rates in effect at the balance sheet date.
Foreign currency transactions have been translated at the rate in effect at the date of the transaction,
Any realised or unrealised exchange adjustments have been charged or credited to income.

The accounts of overseas subsidiary undertakings are translated at the rate of exchange ruling at the
balance sheet date. The exchange difference arising on the retranslation of opening net assets is taken
directly to the foreign exchange reserve. All other translation differences are taken to the profit and loss
account,

Consolidation Basis

The group accounts consolidate the accounts of the company and , with the exception of those noted
below, all its subsidiary undertakings, drawn up to 31 December each year. The accounts of Onas Oy
and Nordex AB, both wholly owned subsidiaries, have not been consolidated as it is intended to dispose
of these interests.

The results of subsidiary undertakings acquired during a year have been included from the date of
acquisition, Profits or losses on intra-group transactions are eliminated in full.’ On acquisition of a
subsidiary, all of the subsidiaries assets and liabilities which existed at the date of acquisition are
recorded at their fair values reflecting their condition at that date. Details of subsidiaries acquired during
a year are included at Note 9 and have been consolidated on the acquisition basis.

Goodwill

The excess of the fair value of the attributable net assets acquired on acquisition of a subsidiary and the
fair value of the consideration given, representing a discount on the fair value of assets acquired, s
transferred to Capital Reserve.

Deferred Tax
Provision is made for deferred taxation in respect of timing differences to the extent that a liability may
become payable in the foreseeable future

Royalty Income

Royalty income from Ariel Resources is recognised on an accruals basis in accordance with the terms
of the royalty agreement as these provide for a minimum guaranteed level of royalty. The Mt
Hamilton royalty is accounted for as received.

18
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3. Share Capital

It was resolved at the Annual General Meeting of the company. held on 7 June 1995, that the share
capital of the company be increased to US$1,000,000.

It was further resolved (o capitalise the sum of US$454,252 standing to the credit of the Share
Premium account, to issue 4,542,520 new, fully paid ordinary shares of US$$0.10 each, to the existing
shareholders on a four for one basis.

{a) Share Capital

Authorised ' 1995 1994 1993
Ordinary shares of $0.10 each par value 10,000,000 5.000,000 5,000,000
Issued 3 3 b
Ordinary shares at par 113,563 113,563 101,590
Ordinary shares issued for non-cash
consideration 454,252 - 11.973
Ordinary shares 567,815 113,563 113,563
M
()] Share Premium Account '
1995 1994 1993
$ b3
At 1 January 10,642,892 10,642,892 10,057,410
On issue of shares during the year - .- 585,482
Transfer on bonus issue in year (454,252) L= —
At 31 December 10,188,640 10,642,892 10,642,892
SR e . S e DLk
© Warrants

Subsequent to full acceptance of the offer to acquire the whole of the issued share capital of Britcan
Minerals PLC in 1993, a total of 119,730 new EMF ordinary shares and the equivalent amount of First
Warrants were issued. Further warrants have been issued to reflect the 4 for 1 bonus issue in 1995.
Note: These warrants have expired as at the date hereof.

4, Tax

{a) Withholding Tax
The royalty receipts from Ariel Resources are subject to 15% Costa Rica withholding tax.

{b) Corporation Tax

UK Corporation Tax is payable at 25% on interest received on cash deposits and chargeable gains.

Bermuda Annual Government Tax is payable, based on the issued share capital ot the company.
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(@)

®)

Eamings per share
Earnings per share

The principal objective of EMF is growth in its assets, mainly through capital appreciation of the
value of its investments. This is not always compatible with the generation of reported profits.

12 months 12 months 12 months
31.12.95 31.12.94 31.12.93
Eamings per share(cents) 24 6.1 13.2

Eamnings per share have been calculated on the basis of the net profil after taxation of $137,888 (1994 -
$346,004; 1993 - $751,175) and the number of shares in issue at 31 December 1995 of 5.678,150
(1994 and 1993 - 5,678,150). Comparative eamnings per share and the issued share capital for each of
the 12 months ended 3! December 1994 and 1993 have been restated to take account of the bonus issue
of shares in 1995.

Attributable Net Asset Value per share

The auributable net asset value per share has been calculated from the consolidated net assets of the
company after deducting the minority interest divided by the number of ordinary shares in issue at 31
December 1995. Comparative figures for 1994 and 1993 have been restated to take account ol the
bonus issue of shares in 1995.

Investments
1995 1994 1993
$ 3
FIXED ASSET INVESTMENTS AT COST OR
CARRYING VALUE:
Royalties and Carried Interests 744,218 1,044,218 1,044,218
Thakadu Mining (Pty)Lwd - 255,516 -
Thakadu Copper AB - - 427254
Nordic exploration interests 458,401 285,047 105,462
1,202,619 1,584,781 1,576,934
CURRENT ASSET INVESTMENTS:
Quoted: (cost-51,075,795; 1994-51,264,722; 1993 -
$2,275,322) 810,072 999,478 2,457,390
Unquoted: (cost-$54,549; 1994-862,394; 1993 -
$131,576) 54,549 62,394 195,736
864,621 1,061,872 2,653,126

[nvestments held as fixed assets and other unquoted investunents have been valued aL cost by the
directors in the absence of readily ascertainable market values. They are satisfied that there have been
no indications of impairment in value. The directors recognise that the future realisation of the value
of the investments is dependent upon a number of factors including the availability of finance for
further exploration, the discovery and appraisal of economically exploitable mineral deposits, and the
availability of sufficient finance to bring any such discoveries into production.

As described in note 2(a), unquoted investments are carried at cost unless, in the opinion of the

directors, they have suffered a permanent diminution in value or can be revalued in response to material
changes in their underlying value or transactions in the shares.
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i)

ii)

At 31 December 1995 the subsidiaries of EMF were as follows:

NAME Class of Proportion Nature of Country of

share held of shares business incorporation
held

Britcan Minerals Plc ordinary 100% Epithermal gold England/Wales

Société de Travaux de Recherché ordinary 51%  Gold exploraticn Burkina Faso

et d'Exploitation Minitre et

Compagne S.A.

Professional Property Projects ordinary 75% Holding company Botswana

(Pty) Lu '

Thakadu Mining (Pty) Ltd * ordinary 5% Copper mining Bolswana

Nordex AB ordinary’ 100% Diamond Sweden

exploration.
Onas Oy ordinary 100%  Gold exploration Finland

* Held indirectly - Professional Property Projects (Pty) Ltd owns the entire share capital of Thakadu

As stated in note 2(e) the results of Nordex AB and Onas Oy have not been consolidated.
EMF increased its indirect shareholding in Thakadu from 20% to 75% during 1995 (sce note 9).

lnvestments

Movements in Investments

COST

At 1 January 1994

Additions

Disposals

At 1 January 1995

Transferred from long-term to quoted
Additions

Transferred on acquisition of subsidiary
Disposals

As at 31 December 1995
Amounts written off/revalued

At 1 January 1994

Movements in year

At 1 January 1995

Transterred on acquisition of subsidiary
Movements in year

As at 31 December 1995

Net Book Value at 31 December 1995
Net Book Value at 31 December 1994

Net Book Value at 31 December 1993

Quoted Unquoted i Total Long Term
Portfolio
§ $ 5 5
2,275,322 131,576 2,406,898 1,576.934
82,582 22,966 105,548, 224,769
(1,093,182) (92,148) (1,185,330) -
1,264,722 62,394 1,327,116 1,801,703
300,000 - 300,000 (300,000)
149,529 - 149,529 173,354
- - - {472,438)
(638,456) (7,845) (646,301) -
1,075,795 54,549 1,130,344 1,202,619
3 $ 3 s
182,068 64,160 246,228 -
(447.312) (64,160) (511,472) (216,922)
(265,244) - (265,244) (216,922)
- - - 216,922
(479) - 479) -
265,723 - (265,723 --
810,072 54,549 864,621 1,202,619
999,478 62,394 1,061,872 1.584.781
2,457,390 195,736 2,653,126 1,576.934
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8. Investment Revaluation Reserve

1995 1994 1993

$ $ b3

Al 1 January (265,244) 246,228 (462,126)
Movements during the year {479) (511,472) 708,354

(265,723) (265,244) 246,228

9. ! £ as .E l -l. .

EMF acquired a 75% equity interest in Thakadu through an intermediate holding company, Professional
Property Projects (Pty) Ltd, for a total consideration of $635,516. Thakadu had acquired a Mining
Lease in northem Botswana prior to EMF's acquisition. The tangible and intangible assets of Thakadu,
at the date of EMF's acquisition have been revalued by the directors to reflect their estimated fair value.

The following tabie sets out the book value at point of acquisition and the fair value adjustments to the

net assets acquired. |

Book Value at Revaluation Fair Value '

Acquisition |

5 5 ;

|

Intangible Assets 1,199,637 300,919 1,500,556 ;

Long term debt (300,111) 300,111 -- ;

Net assets acquired 899i526 601i030 1,500,556 i

EMF share, 75% thereof 1,125.417 ‘
Consideration (635,516)
Amount transferred to Capital Reserve ; 489,901

The long-term debt is due to a former holding company of Thakadu, which is currenuly in liquidation.
The directars consider that because of counter claims for non-performance, no amounts will be payable
by Thakadu.

The consideration comprises the carrying value of EMF's initial 20% investment in Thakadu,
amounting to $255,516 plus cash of £180,000 paid during 1995 and a deferred cash consideration of
$200,000, payable on completion of a favourable economic valuation.

Thakadu did not record any material profit or loss during 1994 nor in 1995 during the period prior to
acquisition. Thakadu had no material impact on the consolidated results for the year.

The subsidiary undertaking acquired during 1995, made the following contribulion lo, and utilisation
of, Group cash flow:

1995
Net cash inflow/(cutflow) from operating activities S
Returns on investment and servicing of finance
Taxation
Investing aclivities - purchase of intangible fixed assets (138.571)
Net cash outflow before financing (138,571)
Financing - from parent undertaking 186,245
Increase in cash and cash equivalents 47,674

T T LRI e T et APPRPLTETS - e e,
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190.

(a)

(b)

Fixed Asscls

The directors have considered the value of the tangible and intangible assets of Britcan, STREMCO and
PPP/Thakadu. Intangible assets represent expenditure on, or the fair value of, licences, concessions and
exploration work. The recoverability of these assets depends, initially, on successful exploration and
appraisal activities, details of which are given in the report on operations. The outcome of such
exploration and appraisal activity is uncertain. Should economically exploitable mineral deposils be
established, sufficient finance would have to be obtained to bring such discoveries into production. The
directors are actively seeking such finance.

Given the stage of development of these projects, the directors are satisfied that there are no indications
of permanent impairment in value of these assets, for which provision would need to be made against
profits.

Tangible Fixed A
1995 1694
S 5
COST/VALUATION
At 1 January 511,823 45.350
Additions 4,072 47,718
Arising on acquisition of subsidiary - 261,301
Revaluation - 158,050
Disposais - {596)
At 31 December 515,895 511.823
DEPRECIATION
At 1 January 29,074 17.836
Disposals - 224)
Provided during the year 11,490 11,462
At 31 December 40,564 29,074
Net book value at 31 December 475,331 482,749
it
Net book value at 1 January 482,749 27,514
e e e —
L ible Fixed A
1995 1994
b 3
At 1 January 2,254,680 905,295
Exchange adjustment 13,527 101,379
Additions during the year 631,002 301,447
Arising on acquisition of subsidiary (see Note 9) 1,199,637 539,750
Revaluation (see Note 9) 300,919 406,809
Net book value at 31 December 4,399,765 2.254,680
L . - .. — — —— — .~ ——— ]
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11.

12.

13.

Capital Reserve
1995 1994 1993
b 3 h)
At 1 January 470,693 141,564 -
Movement in year (see Note 9) 489,901 329,129 141,564
At 31 December 960,594 470,693 141,564
Minority Interest
1995 1994
$ 3
At 1 January 667,332 -
Minority interest afising on acquisition of
STREMCO - 667,332
Minorily interest arising on acquisition of
PPP 375,139 -
Cash and
deposits
3
At 1 January 1995 1,556,672
Net cash outflow (446,210)
At 31 December 1995 1,110,462
A
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The following are the reports of the auditors issued by Grant Thornton, Registered Auditors
and Chartered Accountants in respect of the financial statements for the year ended 31
December 1995 and by Ernst & Young Registered Auditors and Chartered Accountants in
respect of the financial statements for the two years ended 31 December 1994, including the
original page references.

“REPORT OF THE AUDITORS
to the shareholders of European Mining Finance Limited

We have audited the financial statements set out on pages 18 to 30, which have been prepared
under the accounting policies set out on pages 22 to 23.

Respective responsibilities of directors and auditors

As described on page 16 the directors are responsible for the preparation of the financial
statements. It is our responsibility to form an independent option, based on our audit, on those
financial statements and to report our opinion to you.

Basis of opinion

We have conducted our audit in accordance with Auditing Standards issued by the Auditing
Practices Board in the United Kingdom. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in 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 appropriate to the
Group'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 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.

Fundamental uncertainty

In forming our opinion, we have considered the adequacy of the disclosures made in the
financial statements and the uncertainty surrounding the eventual recovery of the Group's
intangible assets of $4,399,765 and long term investments of $1,202,619. The ability of the
Group to continue the planned exploration programme, which will determine the recoverability
of these assets, is dependent on the discovery and appraisal of economically exploitable mineral
deposits and sufficient finance becoming available to bring such discoveries into production.
Details of the circumstances relating to this fundamental uncertainty are described in notes 6
and 10. The financial statements do not include any adjustments which would result from any
unsuccessful exploration or appraisal activity or insufficient finance becoming available. Our
opinton is not qualified in this respect.

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of the
Group as at 31 December 1995 and of the profit, total recognised gains and cash (lows of the
Group for the year then ended.

Grant Thornton
Registered Auditors
Chartered Accountants
London

26 April 1996”
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“REPORT OF THE AUDITORS
to the shareholders of European Mining Finance Limited

We have audited the accounts on pages 15 to 27, which have been prepared under the
historical cost convention as modified by the revaluation of investments and on the basis of
the accounting policies set out on pages 19 to 20.

Respective responsibilities of directors and auditors

As described on page 13 the group’s directors are responsible for the preparation of the
accounts. It is our responsibility to form an independent opinion, based on our audit, on
those accounts and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing
Practices Board in the United Kingdom. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the accounts. It also includes an
assessment of the significant estimates and judgements made by the directors in the
preparation of the accounts, and of whether the accounting policies are appropriate to the
group’s circumstances, consistently applied and adequatety 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 accounts 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 accounts.

Fundamental uncertainty .

In forming our opinion, we have considered the adequacy of the disclosures made in the
accounts conceming the development of the group’s planned exploration programme and the
uncertainty of the eventual recovery of the group’s intangible and tangible assets of
$2,254,680 and $482,749 respectively and long term investments of $1,584,781. The ability
of the group to continue its programme, which will determine the recoverability of these
assets, is dependent on the discovery and appraisal of economically exploitable mineral
deposits and sufficient finance becoming available to bring such discoveries into production.
Details of the circumstances relating to this fundamental uncertainty are described in notes 6
and 10. Our opinion is not qualified in this respect.

Opinion
In our opinion the accounts give a true and fair view of the state of affairs of the group as at
31 December 1994 and of the profit of the group for the year then ended.

Emst and Young
Chartered Accountants
Registered Auditor
London

19 May 1995”
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“AUDITORS’ REPORT TO THE SHAREHOLDERS OF EUROPEAN MINING
FINANCE LIMITED

We have audited the financial statements on pages 15 to 22 in accordance with Inlernational
Auditing Guidelines.

In our opinion, the consolidated financial statements give a true and fair view of the financial
position of European Mining Finance Limited and its subsidiary company at 31 December 1993
and the results of their operations for the year then ended in accordance with accounting
principles generally accepted in Canada.

Without qualifying our opinion we draw attention to;

Notes 5 and 7 to the financial statements. The values of intangible assets and long term and
other unquoted investments are dependent upon the availability of finance for future
exploration, the discovery and appraisal of economically exploitable mineral deposits, and
sufficient finance becoming available to bring any such discoveries into production.

Note 8b to the financial statements. The recovery of a loan for $400,000 from Thakadu
Copper AB is dependent upon the satisfactory conclusion of current negotiations.

Emst and Young
Chartered Accountants
Registered Auditor
London

15 April 1994”
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Set out below Is the financial information contained in the quarterly statement of EMF
for the 9 months to 30th September 1996 that was sent to its shareholders on 20th
October 1996. EMF adopts the same accounting policies for quarterly statements as are
used in its audited annual accounts.

Consolidated Profit & Loss Account

(Unaudited - expressed in US Dollars)

9 months to 9 months to 12 months to
30/9/96 30/9/95 3112795
$ 3 5
INCOME
Royalties 35,920 155,393 185,358
Other income 13,833 1,438 30,231
49,753 156,831 215,589
EXPENDITURE
Operating costs (345,514) (317,112) (468,789)
OPERATING (LOSS) (295,761) (160,281) (253,200)
Foreign exchange (losses) (10,521) (8,192) {20,334)
Bank and short term interest 22,968 31,682 40,963
INVESTMENT GAINS /
Gain on disposal of investments 470,378 213,005 398,040
NET PROFIT BEFORE TAX 187,064 76,214 165,469
Withholding Tax (3.375) (19,125) (22,500)
Corporation Tax (5.040) (3.802) (5.081)
NET PROFIT 178,649 53,287 137,888
(DEFICIT) BEGINNING OF PERIOD (4,808,522) (4,946,410) (4,946,410
(DEFICIT) END OF PERIOD (4,629,873) (4,893,123) (4,808,522)
EARNINGS PER SHARE 3.1¢ 0.9¢ 2.4¢
28
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CONSOLIDATED BALANCE SHEET

(Unaudited - expressed in US Dollars)

ASSETS

*IXED

Intangible assets
Tangible assets

Long term investments

CURRENT

Portfolio investments
Accounts receivable
Royalty receivable
Prepaid expenses
Cash and deposits

LIABILITIES

CURRENT

Creditors and accruals

Deferred contingent consideration

NET CURRENT ASSETS

NET ASSETS

SHAREHOLDERS EQUITY
SHARE CAPITAL

PROFIT AND LOSS (DEFICIT)
INVESTMENT REVALUATION
RESERVE

CAPITAL RESERVE

FOREIGN EXCHANGE RESERVE

SHAREHOLDERS FUNDS
MINORITY INTEREST

ATTRIBUTABLE NET ASSET VALUE
PER SHARE
Number of shares in issue

30/9/96 3009795 3171295
§ $ 3
4,826,675 4,268,062 4,399,765
473,883 471,393 475,331
993,466 1,144,674 1,202.619
6,294,024 5,890,129 6,077,715
1,867,858 995,170 864,621
80,224 64,325 72,411
- 66,259 75,340
13,592 4,748 -
1,008,035 1,118,039 1.110.462
2,969,709 2,248,541 2,122,834
752717 211,129 228,367
200,000 200,000 200,000

{
2,694,432 1,837,412 1,694,467
8,988,456 7,721,541 7.772,182
- — - ] L e————
10,756,455 10,756,455 10,756,455
(4,629,873) (4,893,123) (4,808,522)
758,603 (257,119) (265,723)
960,594 960,593 960,594
100,206 118,264 86,907
7.945,985 6,685,070 6.729,711
1,042,471 1,042,471 1,042,471
8,988,456 7,727,541 7,772,182
p—————————— p—————————]
$1.40 5118 S1.18
5,678,150 5,678,150 5,678,150
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1. Subscription Rights

(a)

The following definitions shall apply in this section:

Ordinary Shares means ordinary shares of US 10 cents each in the capital of European

Mining Finance.

Subscription Period means any lime from 31 December 1996 to 31 December 1998

®)

©

@

©

)

@

(h)

A registered holder for the time being of a Warant shall have the right to subscribe for one
Ordinary Share at the price of USS0.50 during the Subscription Period (the Subscription
Right) 5o long as the Warrants have been admitted to Listing.

The number and/or nominal value of Ordinary Shares to be subscribed and the subscription
price applicable to the Warrants shall be subject to adjustment as provided in paragraph 2
below.

In order to exercise the Subscription Right the holder entitled thereto must, having completed
the Notice of Subscription incorporated in the certificate for the Warrant, lodge it at the offices
of the Listing and Special Agents or of the Registrars of EMF within the Subscription
Period, accompanied by a remittance for the total subscription price of the Ordinary Shares in
respect of which the Subscription Rights are exercised. Once lodged, a Notice of Subscription
is irrevocable save with the consent of the Directors. Compliance must also be made with
any statutory requirements for the time being applicable.

Not later than one month prior to the end of the Subscription Period EMF shall give notice in
writing to the holders of the outstanding Warrants entitled to exercise Subscription Rights
therein reminding them of their Subscription Rights.

The Ordinary Shares issued pursuant to the exercise of Subscription Rights wili be allotted
not later than 14 days after and with effect on and from the businéss day immediately
following the date of receipt of the Notice of Subscription and certificates in respect of such
shares will be issued not later than 28 days after the date of receipt of the Notice of
Subscription to the persons in whose names the Warrants arc registered at the date of such
exercise or (subject as permitted by law) to such other persons as may be named in the Form
of Nomination on the reverse of the Warrant. If the Subscription Rights comprised in a
Warrant Certificate are exercised in part, EMF shall at the same time issue for no payment a
fresh Warrant Certificate in the name of the holder for any balance of his Subscription Rights
remaining exercisable.

Ordinary Shares allotted pursuant to the exercise of Subscription Rights will not rank for any
dividends or other distributions declared, made or paid in respect of any financial year of EMF
prior 10 the financial year in which the Notice of Subscription is delivered but, subject thereto,
will rank pari passu in all other respects with the Ordinary Shares in issue at that date
including in full for all dividends and other distributions in respect of the then current financial
year but not for any earlier period.

Within seven days following the expiry of the Subscription Period EMF will appoint a trustee
who, provided that in his opinion the net proceeds of sale after deduction of all costs and
expenses incurred by him will exceed the applicable subscription price of the Warrants ("the
Applicable Subscription Price”), shall within 14 days following the expiry of the
Subscription Period exercise such Subscription Rights as have not been exercised on the lerms
on which the same could have been exercised during the Subscription Period on hehalf of the
relevant Warrant holders and sell in the market the Ordinary Shares so acquired. The trustee
shall distribute pro rata the proceeds less the Applicable Subscription Price and such other
costs and expenses to the persons entiled thereto at the risk of such persons within two
calendar months of the expiry of the Subscription Period, save thal entitlements of under
US$S will be retained for the benefit of EMF.
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o

2

Adjustment of Subscription Rights

Upon any allotment of Ordinary Shares fully paid by way of capitalisation of profits or
reserves or any capital distribution (whether on a reduction of capital or otherwise) to holders
of the Ordinary Shares on the register on a date (or by reference to a record date) before the
expiry of the Subscription Period or upon any subdivision or consolidation of the Ordinary
Shares, the number and/or nominal value of Ordinary shares to be subscribed on any
subsequent exercise of the Subscription Rights will be increased or, as the case may be reduced
in due proportion and the subscription price per share will be adjusted accordingly. On any
such capitalisation, subdivision or consolidation the subscription price shall be adjusted by
multiplying the subscription price in effect on the effective date, or record date, by a fraction:
the numerator of which will be the number of Ordinary Shares before giving effect to such
capitalisation, subdivision or consolidation; and the denominator of which will be the number
of Ordinary Shares after giving effect to such capitalisation, subdivision or consolidation.
Within 28 days of the announcement of such capitalisation, subdivision or consolidation
notice wilt be sent 10 each holder of a Warrant of such adjustment with the date upon which
such adjustment shail take effect together with a Warrant in respect of any additional shares for
which the holder is entitled to subscribe in consequence thereof, fractional entitlements being
ignored. In addition, notice of any such adjustment shall be made to the Luxembourg Stock
Exchange.

Other Provisions

So long as any Subscription Rights remain exercisable:

(@)

(b}

©)

@

If and whenever on or before the expiry of the Subscription period, EMF shall offer 10 holders
of Ordinary Shares further Ordinary Shares or other equity or convertible securities for
subscription by way of rights, or shall offer or grant to holders of Ordinary Shares any
options, rights or warrants to subscribe for or purchase Ordinary Shares or other equity or
convertible securities EMF shall simultaneously give notice thereof to th¢ Warrant holders and
each such holder shall be entitled at any time while such offer or invitation is open for
acceptance or if there is no period for acceptance 30 days following the date of such notice to
exercise his Subscription Rights so as to take effect as if he had exercised his rights
immediately prior to the date (or record date) of such offer or gramt,.

EMF shall not (except with the sanction of an Extraordinary Resolution of Warrant holders) in
any way modify the rights attached to its existing Ordinary Shares as a separate class or create
any new class of share capital except for shares which carry, as compared with the existing
shares, no more advantageous rights as regards voting, dividends and return of capital;

EMF shall keep available for issue sufficient authorised but unissued share capital to satisfy in
full without the need for the passing of any resolution by shareholders all Subscription Rights
remaining exercisable;

if at any time an offer or invitation is made by EMF to the holders of Ordinary Shares for the
purchase by EMF of any of its Ordinary Shares, EMF shall simultanecusly give notice
thereof to the Warrant holders and each such holder shall be entitled at any time while such
offer or invitation is open for acceptance to exercise his Subscription Rights so as to ke
effect as if he had exercised his rights immediately prior to the date (or record date) of such
offer or invitation;
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(e)

Q)

If aL any time an offer is made to all holders of Ordinary Shares of EMF (or all such
shareholders other than the offeror and/or any company controlled by the offeror and/or persons
acting in concert with the offeror) to acquire the whole or any part of the issued ordinary share
capital of EMF and EMF becomes aware that as a result of such offer the right (o cast a
majority of the votes which may ordinarily be cast at a General Meeting of EMF has or will
become vested in the offeror and/or such persons as aforesaid, EMF shall give notice to the
holders of all Warrants then in issue and outstanding of such vesting within 14 days of
becoming so aware, and each such holder shall be entitled, at any time within the period of 30
days immediately following the date of such notice, to exercise his Subscription Rights
within the said period on the terms (subject to any adjustment pursuant to paragraph 2 above)
set out in paragraph 1 above and so that failing such exercise within such period such rights
shall upon the expiry of such period cease and determine PROVIDED THAT if, during such
period, such offeror (and/or such persons as aforesald) becomes entitled to exercise any rights
of compulsory acquisition of Ordinary Shares and gives notice in writing to any holders of
Ordinary Shares that he intends to exercise such rights, the Subscription Rights shall be and
remain exercisable until one month from the date on which such notice is given and to the
extent that they have not been exercised shali thereupon cease and determine. Forthwith upon
receipt of a copy of the first of the notices from the offeror and/or such persons as aforesaid,
EMF will forward to each holder of Warrants a copy of such notice. Any scheme of
arrangement relating to Ordinary Shares sanctioned by the courts or authorities in Bermuda
shall be deemed to be an offer to the holders of Ordinary Shares for this purposes of this

paragraph;

If an order is made or an effective resolution is passed for winding up EMF (except for the
purpose of reconstruction, amalgamation or unitisation on terms sanctioned by a resolution of
the holders of the Warrants), each holder of a Warrant then in issue and outstanding will, (if in
such winding up there shall be a surplus available for distribution amongst the holders of the
Ordinary Shares (including for this purpose the Ordinary Shares which would arise on the
exercise of all the Subscription Rights) which taking into account the amounts payable on the
exercise of the Subscription Rights, exceeds in respect of each Ordinary Share a sum equal to
the Applicable Subscription Price) be treated as if immediately before the/date of such order or
resolution his Subscription Rights had been exercisable and had been exercised in full on the
basis then applicable, and shall accordingly be entitled to receive out of the assets available in
the liquidation pari passu with the holders of the Ordinary Shares such a sum as he would have
received had he been the holder of the Ordinary Shares to which he would have become entitled
by virtue of such subscription after deducting a sum per share equal to the subscription price;
subject to the foregoing, all Subscription Rights shall lapse on liquidation of EMF.

4, Modification of Rights

@

®)

All or any of the rights for the time being attached to the Warrants may from time o time
(whether or not EMF is being wound up) be altered or abrogated with the sanction of an
Extraordinary Resolution of the holders of the outstanding Warrants of the relevant class.

For the purposes of these conditions "Extraordinary Resolution” means a resolution proposed
at a meeting of the holders duly convened and held and passed by a special majority being three
quarters of the votes cast, whether on a show of hands or on a poll. All the provisions of the
Bye-laws for the time being of EMF as to General Meetings shall mutatis mutandis apply as
though the Warrants were a class of shares forming part of the capital of EMF but so that (i)
the pericd of notice shall be 21 days at least, (ii) the necessary quorum shail be holders
(present in person or by proxy) entitled to subscribe for one third in nominal amount of the
Ordinary Shares attributable to the then outstanding Warrants, (iii) every holder present in
person at any such meeting shall be entiled on a show of hands to one vote and every holder
present in person or by proxy shall be entitled on a poll to one vote for every Ordinary Share
for which he is entitled to subscribe, and (iv) any holder present in person or by proxy may
demand or join in demanding a poll.
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5.

Transfer

The Warrants are detachable from share certificates and marketable in their own right. Warrants may be
transferred by instrument of transfer in any usual or common formn, or in any other form approved by
the Directors. The provisions of the Statutes of EMF relating to the registration and transfer of shares
shall apply (mutatis mutandis) to the Warrants.

Listing of the Warrants and the Ordinary Shares

(@) Application will be made to the Luxembourg Stock Exchange for the Ordinary Shares allotted
pursuant to the exercise of the Subscription Right to be admitted to its official list, and the
Company will use all reasonable endeavours to obtain the grant of such listing not later than
21 days after the allotment thereof and to maintain such listing while Subscription Rights
remain exercisable.

®) Application will be made to the Luxembourg Stock Exchange for the Warrants (0 be admitted
to its official list prior to and conditional upon the atiotment of the same, and EMF will use
all reasonable endeavours to obtain such listing within 21 days of application and t0 maintain
such listing while Subscription Rights remain exercisable.

General

EMF will concurrently with the issue of the same to its Ordinary Shareholders send Lo each registered
Warrant holder (or in the case of joint holders to the first named) a copy of each published interim
statement and each annual report and accounts of EMF, together with all documents required by law to
be annexed thereto, and copies of all other documents issued by EMF to its Ordinary Shareholders.
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3.5

3.6

3.7
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Incorporation

EMF was registered with limited liability in Bermuda on 9th May 1988 under the provisions of the
Companies Act 1981 as amended.

Registered Office
The registered office of EMF is 41 Cedar Avenue, Hamilton HM12, Bermuda.
Share Capital

EMF has an authorised share capital of US$1,000,000 divided into 10,000,000 Ordinary Shares of 10
cents each of which 8,178,150 Ordinary Shares will be in issue following the completion of the Placing.

On 9th June 1988 the Directors resolved to offer for subscription up to 4,000,000 Ordinary Shares of 10
cents each, in registered form, at a price of US$10.00 per Ordinary Shares (including US$9.90 per
Ordinary Share by way of premium). 1,015,900 Ordinary Shares were subscribed for,

On 2 August 1993 The Directors allotted 119,730 Ordinary Shares in consideration for the acquisition of
all the issued share capital of Britcan.

On 7 June 1995 4,542,520 Ordinary Shares were issued by way of a bonus issue to existing ordinary
shareholders by capitalising US$454,252 standing to the credit of the share premium account.

The ordinary shares are in registered form and transfers may be lodged with the branch register
maintained by Independent Registrars Group Limited, Balfour House, 390/398 High Street, liford,
Essex 1G1 INR, England.

Following the placing there will be 1,821,850 Ordinary Shares authorised but vnissued. There will be
1,250,000 Warrants issued entitling the warrant holders to subscribe for 1,250,000 Ordinary Shares at
US$0.50 per share and options over 340,000 Ordinary Shares granted. subject to shareholder approval, to
certain Directors further details of which are set out in paragraph 5.

The Company has entered into the following agreements which provide certain shareholders with special
rights:

i By an agreement dated 12 September 1988 between the Company and Teck Corporation
(“Teck™) the Company agreed that whilst Teck owned more than 10% of the issued share capital
of the Company Teck would be offered the right to participate in any issue of new share capital
by the Company.

(ii) By an agreement dated 21 October 1996 between the Company and GEM the Company agread
inter alia that whilst GEM owned more than 5% of the issued share capital of the Company
GEM would be offered the right to participate in any issue of new share capital by the
Company.

On 17 December 1996 the Board resolved to approve the Placing and to make application for listing on
the Luxembourg Stock Exchange of the New Ordinary Shares and Warrants.

Directors of EMF

The following are the directors of EMF:

Ciaran Forristal Chairman

Christopher Hall Chiet Executive

John Floyd Non executive Director
George Gardiner Non executive Director
Craig Niven Non executive Director
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5. Disclosure of interests

5.1 The interests of the Directors of EMF and their immediate families in the share capital of EMF as
enlarged by the Placing are as follows:

Name Ordinary Shares % Options over
No. Ordinary Shares
Ciaran Forristal 85,000 1.04 50,000
Christopher Hall - - 210,000
John Floyd 113,245 1.38 40,000
George Gardiner - - 40,000
Craig Niven - - -
All the interests detailed above are beneficial save for those of Mr Floyd of which 104,745 are held under
discretionary family trusts.
The options detailed above were granted on 22 October 1996. The grants are subject to shareholder
approval. All the options are exercisable at any time until 31 December 1998 at 50¢ per Ordinary Share.

52 No Director has or has had any interest in any transaction which is or was unusual in its nature or
conditions or is or was significant in relation to the business of the Group and which was effected during
the current or immediately preceding year or which was effected during an earlier financial year and
remains in any respect outstanding or unperformed.

53 There are no loans or guarantees which have been granted or provided to or for the benefit of any Director
by the Company or any of its subsidiaries.

54 The total remuneration of the Directors, including salaries, fees, pension contributions and benefits for
the year ended 31 December 1995 totalled £119,000. The Company does not have separate
administrative, management or supervisory bodies.

5.5 The Company has no share option scheme. Certain ad hoc options have been granted and, in respect of
Directors, are detailed in this paragraph 5.

5.6 The following persons were or will be shown on the register of members of the Company as being the
registered holders of 10% or more of the issued Ordinary Shares;

Prior to the Placing Following the Placing
Number % Number %
Teck Corporation 750,000 13.2 750,000 9.2
Rexco 700,000 12.3 700,000 8.6
GEM - - 1,250,000 15.3

6. Holding company and subsidiaries

6.1 The Company is the holding company of the Group.

6.2 The Company has the following subsidiaries where the holding is of a provisional nature as set out in

the audited accounts for the Group:

Name Class of Proportion Nature of business
shase of shares
held held
Nordic Exploration AB Ordinary 100% Diamond exploration in Sweden
Onas Oy Ordinary 100%  Gold and diamond exploration in Finland
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6.3 The Company has interests in the following trading subsidiarics, none of which has paid a dividend or
has any unpaid issued capital, all of which are directly owned by the Company save for Thakadu which is
a wholly owned subsidiary of Professional Property Projects (Pty) Ltd. All financial information is as at

31 December 1995.
Name Britcan Minerals STREMCO Professional Thakadu
Plc Property Projects
(Pty) Lt
Registered Office The Quadrangle, 06 BP 9319 Embassy Embassy
Imperial Square, Ouagadougou, Chambers, First Chambers, First
Cheltenham, Burkina Faso Floor, The Mail Floor, The Mall
Gloucestershire, Gabome, Bolswana | Gabome, Botswarna
GL50 1YX,
England
Nature of business Epithermal gold Gold exploration Holding company { Copper mining in
exploration in in Burkina Faso Botswana
England
Class of share held ordinary ordinary ordinary ordinary
deferred
Issued share capital 6,549,261 14,000 4,000 3,000
number 629,719
Issued share capital £65493 CFA140,000 Pula 4,000 Pula 3,000
value £6,297
Proportion of 100% 5i% 75% 5%
shares held 100%
Reserves (£178.199) 0 (Pulal7,439) (Pulal 712.337)
1995 Profit(loss) £1,582 0 0 0
after tax
Cost/valuation of US$717,843 US$406,492 US8$635,716 Pula903,294
investment
Debt £138,749 1S$936,152 Pula3.655,480 Pula2,715,120
6.4 The Group also has a one dormant subsidiary.
7. Summary of the Memorandum of Association and Bye Laws of EMF

The Bye-laws of EMF contain provisions to the following effect which are intended as a summary only.
For further information please refer 10 the Bye Lays of EMF which are available for inspection at the
registered office of EMF.:-

(i) Share Capital

(@) Subject to any special right conferred on the holders of any share or class of shares, any share
in EMF may be issued with such rights in relation to dividend, voting, retumn of capital or
otherwise, as EMF may in general meeting determine or, if no such specific determination is
made, as the Board may determine.

()] EMF may alter the special rights auached to any class of shares upon oblaining the consent,
either in writing or in general meeting, of the holders of 75% of the issued shares of that class.
The quorum at any such meeting will be two or more persons holding or representing by proxy
any of the shares of that class,

{©) The rights conferred upon the holders of any shares or class of shares shall not, unless
otherwise expressly provided, be deemed to be aliered by the creation or issue of further shares
ranking pari passu therewith.

) The Board may offer, allot, grant options over or otherwise dispose of the unissued shares of
EMF upon such terms and conditions and at such times as they may determine.
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(i)

(iii)

Gv)

{v)

(vi)

*

© EMF may from time to lime increase its capital by such sum to be divided into shares of such
par value as EMF shall determine in a general meeting. EMF may by resolution direct that
any new shares be offered at par or at a premium or discount to existing members pro rata.

i) If any shareholder fails to pay any call or instalment on a call as it falls due for payment on
any shares then EMF shall be entitled to serve a notice on such shareholder informing him of
the non-payment. If the shareholder fails within fourteen days to make the required payment,
EMF shall be entitled to forfeit the shaves in respect of which the payment was due. such
forfeited shares shall be deemed to be the property of EMF and may be disposed of as EMF
chooses, The sharcholder will continue to be liable for such sums still outstanding at the dae
of focfeiture,

Share Certificates

Where a share is held jointly by several persons, delivery of a certificate to one of several joint holders
shall be sufficient defivery to all. In the event that any share certificate is defaced, lost or destroyed it
may be replaced without fee but on such terms (if any) as to evidence and indemnity and to payment of
the costs and out-of-pocket expenses of EMF in investigating such evidence as the Direclors think fit
and, in the case of defacement, on delivery of the old certificate.

Transfer of Shares

Any sharcholder may transfer any or all of their shares by an instrument of wansfer in the usual
common form or otherwise approved by the Board. The instrument shall be signed by or on behalf of
the transferor and (if any share is not fully paid) the transferee. The transferor shall be deemed to remain
the holder of the shares until the transferee is entered on the register. The Board may in its absolute
discretion decline to register any transfer of any share which is not fully paid any also if the transfer is
not duly stamped, the instrument of wansfer is not in respect of one class of share only and, if
applicable, the permission of the Bermuda Monetary Authority bas not been obtained. fn the event that
the Board declines to register a transfer it shall charge no fee for registering any transfer or other

instrument relating to the title to any share, f
Voting Rights of Members

At General Meetings every member present in person or a proxy shall have one vote. On a poll every
person present in person or by proxy shall have one vote for each share held by him subject to any
special voting powers or restrictions for the time being attached to any shares which may be subject to
special conditions,

Altemate Director

EMF may in general meeting appoint Alternate Directors. Any Alternate Director may be removed by
EMF in general meeting or, if appointed by the Board, may be removed by the Board. An Alternate
Director may also be a Director in his own right and may act as alternate to more than one Director.
Any Alternate Director shall be responsible to EMF for his acts or defaults and shall not be deened to
be the agent of any Director for whom he is alternate.

Directors Remuneration and Expenses

The Directors shall receive such remuneration as they may from time to time determine. In the absence
of any contrary determination such remuneration will be deemed to accrue from day 1o day. The
Directors (and any Alternate Director) may also be paid all reasonable travelling, hotel and other
expenses properly incurred in attending meetings of the Directors or any committee of Directors or
general meetings of EMF or otherwise in connection with the business of EMF, The Directors may
also grant special remuneration to any Director who is called upon 1o by EMF and does perform any
special or extra services.
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(vii)

(viii)

{ix)

Directors Interests

)

(ii)

A Director who is in any way, whether directly or indirectly, interested in a contract or arrangement
or proposed contract or arrangement shall disclose the nature of his interest at a meeting of the
Directors, but the nature of bis interest must be declared by him at the meeting of the Directors at
which the question of entering into the contract or amrangement is first taken into consideration o
if the Director was not at the date of that meeting interested in the proposed contract or
arrangement, then at the next meeting of the Directors held after he becomes so interested, and in a
case where the Director becomes interested in a contract or arrangement after it is made, then at the
first meeting of the Directors held afier he becomes so interested. For the purpose of the foregoing
a general notice in writing given to the Directors by any Director to the effect that he is a member
of any specified company or firm, and is to be regarded as interested in any contract which may
thereafter be made with that company or firm, shall (if a Director shall give the same at a meting
of the Director or shall take reasonabie steps to secure that the same is brought up and read at the
next meeting of the Directors after it is given) be deemed a sufficient declaration of interest in
relation to any contract s0 made.

A Director may vote in respect of any contract or arrangement in which he is interested and be
counted in the quorum present at any meeting at which any such contract or arrangement is
proposed or considered, and if he shall so vote bis vote shall be counted.

(iii) A Director may hold any other office or place of profit under EMF (other than the office of

Auditor) in conjunction with his office of Director on such terms as to tenure of office, and
otherwise as the Directors may determine, and no Director or intending Director shall be
disqualified by bis office from contracting with EMF either as vendor, purchaser or otherwise, nor
shall any such contract or arrangement entered into by or on behalf of EMF in which any Director
is in any way interested be liable to be avoided, nor shall any Director so contracting or being so
interested be liable to account to EMF for profit realised by any such contract or arrangement by
reason of such Director holding that office or of the fiduciary relationship thereby established.

{iv) Any Director may act by himself or through his firm in a professional capacity for EMF, and be or

his firm shall be entitled to remuneration for professional services as if he were not a Director,
provided that nothing herein contained shatl authorise a Director or his firm to act as an Auditor to
EMF.

Rights as to Dividends

@

®)

©

The board may from time to time declare cash dividends to be paid to shareholders in accordance
with their rights and interests in the profits as appear to be justified by the position of EMF.
The Board may aiso declare interim dividends if this appears justified.

Except where otherwise provided by the rights attaching to the shares all dividends will be
declared and paid according to the amount paid up on the shares. Dividends will be paid pro
rata according to the amount paid up on any shares during any portion of the period in relation
to which the dividend is paid.

The Board may deduct any money owing to the company from such dividends. Any dividend
remaining unclaimed for twelve years shall revert to EMF and become the property of EMF.
Whilst any dividend is unclaimed it can be used by the Board for the benefit of EMF provided
that payment of the unclaimed dividend into a separate account will not result in EMF
becoming a trustee in respect thereof,

Rights of Sharehoiders in a Winding Up

(a}

In the event of a winding up the liquidator may, by resolution, be authorised 10 divide among
the members any part of the assets, and may vest any of the assels in trustees upon trust for
the benefit of the member as the liquidator thinks fiL.
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(x)

(xi)

8.1

8.2
8.3

84

85

8.6

(b) The assets shall be distributed rateably according to the ampuny paid on the shares (subject to
the rights of the holders of shares issued with special rights). However, if expedient and with
the necessary consents or sanctions, the liquidator may divide the assets other than in
accordance with the existing rights of the members, and can exclude or prefer any class.

Alteration of Bye-laws
The Bye-laws may be altered in the matter prescribed by the Bermudan Companies Acts.

Any Director may continue to be or become a director, managing director, manager or other officer or
member of any company promoted by EMF or in which EMF may be interested or associated in
business, and no such Director shall be accountable for any remuneration or other benefit received by
him as a director, managing director, manager or other officer or member of any such other company.
The Directors may exercise the voting power conferred by the shares in any other company held or
owned by the Company to be exercised in such manner in all respects as they think fit (including the
exercise thereof in favour of any resolution appointing themselves or any of them, directors or officers
of such company, or voling or providing for the payment of remuneration to the directors or officers of
such company),

Other informationl

Save as disclosed, there has been no material change in the financial or trading position of the EMF
Group since 30 September 1996 being the date to which the latest published interim unaudited accounis
were made up.

The costs of the issue amount to US$65,000 all of which will be borne by the Company.

The New Ordinary Shares are being issued at a premium of US$0.30 per share and rank pari passu in all
respects with the existing Ordinary Shares, )

Listing and Special Agent '

As listing and special agent of EMF, Kredietbank S.A Luxembourgeoise will serve as an intermediary
between the Luxembourg Stock Exchange and persons connected with the issue and the listing of the

w Ordinary Shares and Wacrants in EMF so long as those securities remain Listed on the Luxembourg
Stock Exchange. Transfers of Ordinary Shares and Warrants may be made through Kredietbank S.A.
Luxembourgeoise.

The names, addresses and qualifications of the official auditors of EMF who have audited the
Company's annual accounts for the last three financial years are as follows:

In respect of the two financial years ended 31 December 1994: Ermst & Young, Chartered
Accoumtants and Registered Auditors, Rolls House, Fetter Lane, London EC4, England,

In respect of the financial year ended 31 December 1995: Grant Thornton, , Chartered
Accountants and Registered Auditors, Grant Thornton House, Melton Street. Euston Square,
London NW1, England

No dividends have been paid or declared on the Ordinary Shares from incorporation to the date of this
document,
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8.7 Share price
The share price per EMF Ordinary Share, adjusted for the 5 for 1 bonus issue, since 1 January 1994, as
reported based on the net asset value from 1 January 1994 to 1 March 1995 and as reported as marked
in London from 1 March 1995 to date, was as foliows:
High Low
) Uss Uss
1954 1.18 1.02
1 January 1995 - 1 March 1995 1.09 1.08
P P
1 March 1995 - 31 December 1995 26.5 19
1996
January 26 23
February 25 23
March 25 23
April 26 25
May 24 23
June 23 23
July 23 23
August 23 23
September 23 23
October 285 23
November 29.5 27
December 29 29
8.8 Any announcement conceming the shareholders and/or wamrant holders of EMF required by the
Luxembourg Stock Exchange to be published will be published in the Luxemburger Wort or other
newspaper having general circulation in Luxembourg, so long as the securities are listed on the
Luxembourg Stock Exchange. !
8.9 Legal proceedings
Save for the litigation against Rea Gold Corporation and Glenmore Highlands Inc. referred to in Part 1,
EMEF is not engaged in any material legal or arbitration proceedings which have had, or are likely to
have, a significant effect on its current financial position. In both litigations referred to above the
Company is the plaintiff and, if unsuccessful, would only be liable for costs.
8.10  Documents available for inspection
Copies of the following documents may be obtained from or inspected at the offices of Kredietbank S.A.
Luxembourgeoise and at the Registered Office of EMF, 41 Cedar Avenue, Hamilton, Bermuda and at
EMF's head office at Whitehall House, 41 Whitehall, London SW1A 2BY during usual business hours
on any week day (Saturdays and public holidays excepted);
(a) the Memorandum of Association and bye-laws of EMF;,
{(b) the audited consolidated accounts of EMF for the years ended 31 December 1993, 1994 and 1995
and the unaudited accounts for the nine months to 30 September 1996;
(<) the Bermuda Companies Act 1981 (as amended)
« the resolution of the Directors dated 17 December 1996 regarding the Placing
(e) all published quarterly and six monthly interim statements and audited annual reports of EMF.
10 January 1997
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EUROPEAN MINING FINANCE LIMITED

PROFILE AND OBJECTIVES

European Mining Finance Limited (“EMF”) is a Bermudian mining finance and investment
company, based in London, which has been operating since 1988, Its shares and warrants, which
are listed on the Luxembourg Stock Exchange, trade mainly in London under Rule 2.1 on the
London Stock Exchange but are also quoted on the Canadian Dealing Network in Toronto.

It pursues a stratégy of diversified exposure to mining projects and companies internationally, with
the aim of realising substantial capital growth as its investments mature.

EMEF is flexible, with experienced management and, if necessary, is prepared to take control of
projects which it finances. It is opportunistic though risk is spread over several countries and
commodities while its activities are concentrated in minerals and geographical areas where its
directors and management have particular experience.

It has a strong balance sheet, a wide range of institutional and private shareholders, and a solid
track record of profitable investment realisation.

EMF’s portfolio currently includes development stage gold and copper projects in Africa; gold and
diamond exploration projects in Europe; and holdings in quoted and unquoted mining shares,
royalties and other interests.

EMF is an exception among smaller capitalisation companies in the mining sector with a four year
record of reported profits and growth in its assets, together with outstanding future growth potential
as some of its current interests approach realisation. f

S Attributabie Net Assets

1992 1993 1994 1995 1996

EMEF's shares are listed on the Luxembourg Stock Exchange and trade in London under Rule 2.1 of the London Stock
Exchange and on the Canadian Dealing Network in Toronto (symbol EMFF). The company’s broker is Peel Hunt & Co
and J P Jenkins makes a market in the shares. Corporate information and share prices can be accessed via the Newstrack
Service on Reuters (page FPJA), Bloomberg (TRAK), ICV Topic (*1 18004) and QST/Quotron (NTRACK). The share
price is also published daily in the London Evening Standard.
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EUROPEAN MINING FINANCE LIMITED

CHAIRMAN’S STATEMENT

1996 was a successful year for EMF. For the fourth consecutive year there were satisfactory profits
and growth, our property in Burkina Faso was greatly enhanced by drilling and two exploration
joint ventures were negotiated and are at work.

In earlier statements I spoke of the need to bolster our financial resources and to improve the spread
of shareholders. The recent share issue was a great step towards these objectives, bringing in
several substantial new investors and a range of smaller shareholders. It aiso forged an alliance for
us with our newest and largest shareholder, Global Emerging Markets Limited, represented by
Craig Niven, whom I am pleased to welcome to the board of directors.

Pleasing though it may be for me to report these successes, [ am acutely conscious that they are of
limited interest to shareholders if they are not reflected in the market value of your company’s
shares. Increasing our visibility, heightening investor awareness of our worth and eventually
unlocking asset value will therefore be on top of our list of priorities for 1997.

1t is not unusual for the shares of a company such as EMF to trade at a discount to assets. What is
unusual is the depth of that discount. For the past year or more out share price has been largely
. covered by the value of cash and portfolio investments, while the market has apparently attributed
almost no value to our mining and exploration properties. This is not only galling but difficult to
understand when our valuation of certain properties is firmly underwritten by hard assets or third
party assessments. At STREMCO there is 800 sq km of highly prospective greenstone country and
a 120,000 oz high grade gold resource, camp and treatment plant, which form a sound base for the
early development of a mining operation. The joint venture terms, where Phelgs Dodge will expend
almost $3 million to earn 60% of the exploration property (excluding the future mine) impute a
value of $2 million to STREMCO’s 40% share, which compares with our carrying value of $2.5
million for 100% of STREMCO, including the mine. Similarly with our Nordic and Onas interests,
with a carrying value of less than $0.5 million: a significant part of the $5 million market

capitalisation of AIM-quoted Cambridge Mineral Resources plc is represented by Cambridge’s
opportunity to eam just 5 1% of these Nordic properties.

I believe that such obvious worth cannot remain unrecognised for much longer and look forward to
reporting progress in unlocking the real value of our assets.

Ciaran Forristal
Chairman
22 April 1997
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REVIEW OF OPERATIONS

Summary and highlights

* STREMCO gold resources increased 40%

+ Joint ven@re signed with Phelps Dodge Exploration (“PDX") in Burkina Faso
* Promising resuits from Swedish diamond exploration joint venture

¢ Glenmore Highlands litigation settled

o Issue of units to raise US$1.0 million

o Fourth consecutive year of profits and growth in assets

There has been strong progress at STREMCO, EMF's 51% owned gold exploration subsidiary in
Burkina Faso. The resource at Guiro was recalculated at 338,000 tonnes grading 1.3 gm/tonne
after the 1995/96 field season resulting in a 40% increase in contained gold to over 120,000 ozs.
There is potential for additional discoveries elsewhere along the 20 km Guiro structure which is
known to be mineralised for at least 2 km compared with the 280 m strike length of the known ore
shoot. A mining permit application has been made, based on the development of a 100 tonne per
day underground mine.

The joint venture agreement with PDX, their first project in West Africa/’, is an exciting
development and will result in greatly accelerated evaluation of the regional potential of
STREMCO's 800 sq km property. Work began in January 1997 and PDX are committed to spend
at least $500,000 in the first year looking mainly for bulk tonnage gold deposits. Through a Sole
Risk clause, STREMCO has retained the right to explore for and develop other deposits which
could provide additional feed for its planned operation at Guiro.

In Sweden EMF's joint venture partner Cambridge Mineral Resources plc (“Cambridge™) carried
out a glacial till sampling programme “down ice” from bullseye magnetic anomalies and other
topographical target areas on the Ryssbalt licence in northern Sweden near the border with Finland.
Diamond indicator minerals were found in association with five clusters of magnetlc anomalies and
follow up work to identify drill targets is planned.

EMF reached an out of court settiement with Glenmore Highlands Inc following Glenmore’s failure
to complete the purchase of EMF's Swedish and Finnish exploration subsidiaries. EMF has
received C$300,000 in cash and 35,000 Glenmore shares. Trading in the shares is restricted unl
22 May 1997, The value of the settlement, less associated expenses, has been taken into 1996
income.

An issue of 2.5 million units of one share and one half warrant 1o raise $1.0 nullion was made m
late 1996 though the formalities were not completed until nud January 1997. These funds are not
included in EMF's year end cash balances of $828.000. This was the first issue of shares for cash
made by EMF since its formation m 1988, and half of the funds were provided by Global Emerging
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REVIEW OF OPERATIONS

Markets Limited (“GEM™) who now hold 15% of the Company. Craig Niven from GEM has
joined the EMF board.

1996 net profits were $252,000, an increase of 83% from those reported in 1995. EMF is unusual
amongst smaller companies in the mining sector as it now has a four year record of profits. The net
asset value per share rose 10% to $1.30 and compound growth over the last four years was
equivalent to 16% pa.

Financial results

The layout of the Profit and Loss account has been changed and figures for 1995 restated.

Total income for 1996 increased 43% to $874,632 (8613,629 in 1995 restated). Royalty income
from Ariel Resources Costa Rican gold mine was sharply reduced following the successful
redemption of the 5.65% net smelter retum royalty after five years, while $8,300 was received from
Rea Gold's Mt Hamilton gold mine in Nevada. Gains on investment realisations rose 45% to
$577,798 ($398,040 in 1995} reflecting the buoyant market conditions. A surplus of $222,645 was
recorded on settlement of the litigation with Glenmore Highiands Inc.

Continuing economies meant that operating expenses were only marginally higher in 1996 at
$498,399 ($473,870 in 1995), despite the costs of an office relocation and the appointment of new
senior staff, After a provision of $181,000 against the value of part of Britcan’s gold exploration
licence in Comwall, operating profits showed an improvement of 40% to §195,233 ($139,759 in
1995).

The rise in the relative value of the UK currency had a beneficial effect on local balances and a
foreign exchange gain of $25,837 (520,334 loss in 1995) was reported. Lower cash balances
during the year resulted in reduced interest income of $34,076 ($40,963 in 1995).

Profit before tax was $255,146 ($160,388 in 1995) and after withholding tax on royalty income,
profit after tax was up 83% to $251,771 ($137,888 in 1995). Eamings per share were 4.4c (2.4c in
1995).

Profit after Tax
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REVIEW OF OPERATIONS

Fixed assets at 31 December 1996 were $6,210,285 ($6,077,715 in 1995) with a $409,897 rise in
intangible assets offset by a reduction in fixed asset investments following the Ariel royalty
redemption and the writing off of certain costs related to the Glenmore settlement. The value of
portfolio investments increased to $1,149,160 ($864,621 in 1995) and cash balances were
$827,702 ($1,110,462 in 1995). Accounts receivable increased to $469,483 ($72,411 in 1995)
reflecting the outstanding settlement with Glenmore Highlands. All outstanding royalties were
received from Ariel.

Accrued expenses were $197,481 ($44,317 in 1995) reflecting costs involved with Glenmore
settlement.

The decline in creditors to $55,038 ($184,050 in 1995) resulted from the reduction in the
outstanding balance of instalment payments for STREMCO, while the requirement to make a
deferred payment of $200,000 in respect of the Thakadu copper project has lapsed.

Shareholders funds increased in 1996 to $6,420,126 ($5,769,117 in 1995) and net attributable
assets per share rose 10% to $1.30 ($1.18 in 1995). ‘

The net proceeds of the issue of 2.5 million units of one share and one half share purchase warrant
were not received until mid January 1997, at which time EMTF’s issued share capital increased to
8,178,154 (5,678,154 at 31 December 1996).

Outlook i

The mining markets got off to a strong start in 1997 but the collapse in value of Bre-Ex, following
the bizarre sequence of events surrounding its gold prospect in Indonesia, has caused a crisis of
confidence that may take years to repair. The destruction, directly and indirectly, of billions of
dollars of market value from the portfolios of institutions and private investors alike, will
undoubtedly make the financing of speculative mining ventures much more difficult.

EMF is fortunate. It closed its first share issue for eight years in January 1997, adding net proceeds
of $940,000 to the year end cash balances of over $800,000. Naturally, EMF’s own portfolio has
suffered, though the opportunity was taken to add selectively to'some positions which suffered from
a change in sentiment with no fundamental basis. It is clear, nevertheless, that profits in the first
half of 1997 will be difficult to achieve.

Progress can be anticipated on a number of fronts. The unlisted sister company of Conquistador
Mines, Corona Goldfields which is exploring for epithermal gold in Colombia, is expected to be
listed in Vancouver in the next few months, and if it is valued on a comparable basis to
Conquistador, it should add around $400,000 to the value quoted investment portfolio.

Exploration results will be eagerly awaited from EMF’s joint venture partners in Burkina Faso and
Sweden. In Botswana metallurgical test work continues, which is aimed at reducing production
costs to attract a partner who is better equipped to move ahead with the larger scale development at

Thakadu.
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REVIEW OF OPERATIONS

However, it is in Burkina Faso where the most value remains to be unlocked. EMF’s management
and directors are convinced that STREMCO will prove to be worth much more than its carrying
value in EME’s books. The resource has been increased to over 120,000 ozs of contained gold; the
deposit is open at depth, to the west and geochemistry and geophysics indicate potential for
continuation to the east; confirmation of a mining permit is expected at any time; the feasibility
study is broadly complete and a major mining company, PDX, is exploring the remainder of the
property for bulk tonnage gold deposits.

Ensuring that adequate funds are available for the development of the mine, and crystallising some
added value, are priorities for 1997.

I. African projects
STREMCO, Burkina Faso

EMF acquired 51% of STREMCO, a Burkina Faso registered company, in August 1994 and is
responsible for finance and management. The company has an 800 sq km exploration concession,
about 250 km by good road to the north east of Quagadougou, the capital. Most of the concession
is underlain by Birrimian greenstone rocks which are the hosts for the majority of primary gold
deposits in the productive West African craton.

STREMCO Pernmit

w b I K

GEOLOGY OF BURKINA FASO AND LOCATION MAP
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The property contains several well documented gold occurrences and active artisanal workings.
STREMCO acquired a large database of work, including mapping, pitting, trenching, diamond
drilling and sampling results carried out by the Government (BUMIGEB) and BRGM of France.
STREMCO owns a permanent camp at Bayildiaga in the centre of the concession with
accommodation, power and water. STREMCO has also acquired a gravity treatment plant, located
at Baytldiaga.

P f 20
STREMCQ CONCESSION, MINING I Exploration Boundary
PERMIT AREAS AND PHELPS DODGE (=== Minec Permit Areas

EXCLUSION ZONE 21 Guiro Extension Zone
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STREMCO's principal objective is to develop the Guiro deposit, a steeply dipping, quartz
tourmaline vein in granodiorite located in the south of the area where an underground mineable
resource has been outlined over a 280 metre strike length, to a maximum depth of 230 metres.
Work in the 1995/96 season included four diamond drill holes which all intersected the deposit, at
depths of about 120 metres and 200 metres.

ACA Howe increased their estimate of total resources after completion of the season to 337,552
tonnes at an average grade of 11.3 gm/tonne over an average width of 1.6 metres, containing over
120,000 contained ozs gold. STREMCO is awaiting the issue of a mining permit over 5 sq km at
Guiro and 1 sq km at the plant site, based on the development of a 100 tonne per day operation.
This rate was selected to maximise the potential of the existing equipment, while minimising the
capital costs although provision for subsequent expansion will be built into the project.
STREMCO’s low-capital, labour-intensive mining method will not be suitable for large scale
operation and any increase in throughput will probably require the development of additional ore
shoots.

A programme of soil geochemistry and a VLF-EM survey were carried out over a 1.5 km long grid
east of the Guiro structure, which appears to be truncated by faulting. An anomaly of more than
100 ppb gold running sub paralle! to the vein extends east for 200 metres where it is displaced to
the south before continuing for almost 1 km further east. The VLF-EM indicates a similar
displacement in an east-northeast trending conductor. Results of a follow up trenching programme
have yet to be interpreted.

ACA Howe have recommended a programme of drilling, trenching, geochémistry and geophysics
to test the potential for further high grade mineralised panels over a 2 km section of the structure to
the east and west of the Guiro orebody.

Limnited work has also been carried out at three other high grade vein goid occurrences; Diouga and
Gangaol, where potential is limited, and Baylidiaga where drilling and pitting have intersected high
grade vein material. There is little outcrop and the structure is complex but potential remains for
delineating additional mill feed in this area.

STREMCO has carried out limited regional work, and has acquired the results of a Government
geochemical survey over the southem part of the area. A group four of anomalies, over 100 ppb,
extending over 5 km near Malori, to the north west of Guiro, were selected for follow up work. A
4.5 km by 1.5 km grid was established with a line spacing of 250m and a sample spacing of 150 m.
Soil geochemistry results broadly confirmed the previous regional findings, with extensive
anomalies over 100 ppb with peak values up to 830 ppb running parallel to a regional structure
over the entire 4.5 km grid. Sampling of termite hills confirmed that the source of the gold is below
the laterite and was followed by an auger drilling programme. The western half of the grid was
drilled at the same spacing to investigate gold distribution in the pisolite and bedrock. Results are
being interpreted.

10
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The importance of the intersection of northeast-southwest and east-west structures is also
confirmed. An auger drilling programme to test the base of the saprolite zone has been completed
and interpretation of the results is in progress
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An interpretation of the satellite imagery for the property has been carried out by the National
Remote Sensing Centre for STREMCO. A structural synthesis puts the predominant northeast-
southwest shearing, and east-west regional faulting into context, confirms much of STREMCQ’s
geological interpretation, and highlights many target areas for potential gold deposition.

The regional indications encouraged STREMCO to make another attempt to attract a major
company as a joint venture partner. Negotiations with PDX took place in the autumn and terms
were finalised in December, although the formal agreement was not executed until 5 March 1997.
PDX began work on the ground in January, confirming their commitment to the project, and are
engaged in regional and local mapping and trenching. Diamond drilling has recently started near
Bayildiaga.

PDX may eam a 60% interest in the property, exclusive of the mining permit application areas,
over four years by making payments of $200,000 and exploration expenditures of $2.75 mithon.
STREMCO may contribute or be diluted to a 10% carried interest with an option to convert to a
4% royalty. STREMCO has received its first $50,000 payment and PDX’s work commitment in
the first year 1s $500,000.
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STREMCO has retained exclusive rights to develop vein deposits over a 15 km stretch of the Guiro
structure and, under a Sole Risk clause, may also explore for additional resources for its Guiro
operation, over the remainder of the concession.

EMF invested a further $423,000 in STREMCO in 1996.
Thakadu copper, Bolswana

EMF holds an indirect 75% interest in the Thakadu copper project in north eastern Botswana. The
property, about 60 sq km, is held under a 25 year mining lease and is located about 80 km west of
Francistown, a large regional capital with good infrastructure.

EMF has confirmed resources of 8.1 million tonnes grading 2.24% copper in two deposits,
Thakadu and Makala, hosted by metasediments similar to those of the Zambian copper belt. This
includes 1.3 miltion tonnes of higher grade oxide material.

An evaluation of an open pit, heap leach, SX/EW project on the Thakadu oxide orebody by Fluor
South Africa demonstrated competitive operating costs, but the limited life of the oxide reserves
did not allow for the recovery of capital and an adequate return.

Conceptual studies by EMF’s consultants indicated that a larger scale development could improve
the economics and the Ministry of Mineral Resources and Water Affairs has granted a further
extension of suspension of production to allow the study of this option. The arger scale project has
a much higher capital costs and EMF is discussing participation with several operating groups who
have both the human and financial resources required to handle the enhanced project.

The treatment of oxides and sulphides using a new brine leaching process developed by Intec in
Australia is also being investigated. Preliminary economics are very attractive in terms of capital
and operating costs. Samples of concentrate have been shipped to Australia for tests and the results
are awaited.

EMF s investment in Thakadu increased by $149,000 in 1996.

2. Royalties, carried interests and nortfdlio investments

Ariel Resources, Costa Rica

EMF completed the redemption of this royalty investment, which was made in 1990, in March
1996.

Total receipts of interest, royalties, disposal proceeds of converted Ariel shares, the value of
retained shares and proceeds of final redemption were $1.489.532 on an investment of $600,00.

The internal rate of return was approximately 25% demonstrating how EMF’s ability to identify
and evaluate an opportunity and negotiate a favourable structure can produce very attractive and
low risk returns for its shareholders.
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Mt Hamilton Gold Mine, Nevada

. EMF acquired its 2.5% net retums royaity on the Mt Hamilton mine as part of a debt settlement

agreement with Queenstake Resources who had discovered the mine. Rea Gold Corporation
subsequently purchased the property and put a mine into production in early 1995. EMF and Rea
Gold have been unable to agree a satisfactory formula for the calculations although some payments
have been made under Rea Gold’s unilateral interpretation. The mine has had operating difficulties
and although these seem to have been largely resolved, payments to EMF have ceased.

Failing a satisfactory compromise on calculation and after an ultimatum was ignored, EMF has
started legal action against Rea Gold in Nevada.

Ateba Mines Inc

EMF holds about 1 million shares and S.5.million share purchase options in Ateba. EMF also has a
free carried interest in Ateba’s present and future properties in the Central African Republic
(“CAR"), a “back in” right to acquire 10% of any new Ateba project elsewhere at cost, and the
right to nominate a director to the Ateba board.

Ateba has a diamond project in the CAR, which is being reactivated, and another in California. The
latter is adjacent to Diadem Resources’ property where a diamondiferous lamproite has been
discovered under a large scale, magnetic anomaly. Ateba's property covers an extension of the
magnetic anomaly and the results of the first phase of diamond drilling is awaitedi

The value of EMF’s options is strongly leveraged to the Ateba share price which traded on the
Alberta Stock Exchange between 10¢ and 45c¢ during the year. A total of 500,000 options were
exercised in 1996 and the resulting shares sold for a profit of $50,000.

Portfolio investments

EMF maintains an investment portfolio of quoted and unquoted investments as an integral part of
its strategy. Trading has consistently generated profit and cashflow, and portfolio investments can
develop into a deeper involvement with investee companies. It enhances relationships with brokers
and investment bankers which leads to the introduction of other opportunities, and also provides
useful market intelligence in the mining sector.

EMF's portfolio was valued at $864,621 on | January 1996 and net investment during the year
was $59,117. After realising gains of $577,798 ($398,040 in 1995) the value of the portfolio had
risento $1,149,160 at year end reflecting the improvement in mining equity markets.
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Total gains on investment realisations over the last four years are almost $2.5 million and the cash
generated has been used mainly to finance EMF’s new African projects.
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New purchases included Cambridge Mineral Resources plc, EMF’s Swedish diamond joint venture
partner whose shares were listed on AIM in early 1997, Corona Goldfields, an unlisted gold
exploration company in joint venture with Conquistador Mines in Colombia; and Firestone
Diamonds, another unlisted diamond producer and explorer in South Africa. A distribution of cash
and assets was notified by the Mining Foundation and as a result EMF is entitled to 1,013,074
shares in Ateba Mines.

Disposal of several holdings was completed during the year; Kensington Resburces, Mill City Gold
Mines, Treminco Resources and Sipa Resources. Reductions were made in Conquistador Mines
(sold 35,000 shares), Queenstake Resources (sold 20,800 shares), and 500,000 Ateba Mines
options were exercised and the resulting shares sold.

At 31 December 1996, the more significant portfolio holdings were as follows:

Shares Value US$S
Ateba Mines 1,013,074 135,400
Azco Mining 151,580 221,172
Connary Minerals 4,000,000 136,893
Conquistador Mines 69,500 133,399
Queenstake Resources 140,000 113,052
Other Quoted 141,532
Corona Goldfields 200,000 147,737
Other Unquoted 119,975
Total [,149,160
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3 European exploration
The Nordic Region

EMF holds diamond exploration claims in Sweden through its wholly owned subsidiary Nordic
Exploration AB (“Nordex”) and gold exploration claims in Finland through its wholly owned
subsidiary Onas Oy (“Onas”).

Long term management of early stage éxploration projects is not an EMF priority and the
Company intends to reduce exposure to this area.

The settlement of the Glenmore litigation, described elsewhere, has opened the way for EMF to the
exchange of its interest in Nordex and .Onas for shares in'a company with access to the equity
markets for exploration funding.

In the meantime EMF has reduced its exposure in Sweden through a joint venture with Cambridge
Mineral Resources plc, a UK company specialising in exploration for precious stones. Cambridge
has the right to eam a 51% interest in Nordex's two diamond claims in exchange for expenditures
of $250,000 over three years.

Cambridge have reprocessed the aeromagnetic data for the Ryssbélt claim in northern Sweden
which has generated over sixty “bullseye” magnetic anomalies which can be indicative of
kimberlite pipes. Several of these anomalies coincide with circular topographical depressions on
the air photos. A glacial till sampling programme was carried out “down ick” of the anomalies.
The samples were concentrated in Finland and sent to Australia for analysis.

Interpretation of the results is complete and follow up work has been recommended on several
clusters of anomalies which appear to be shedding kimberlitic indicator minerals, several of which
are in the diamond stability field. Cambridge hopes to locate drill targets in the next phase of the
work at Ryssbalt and to initiate a sub regional survey on the Alnd property in central Sweden.

Cambridge shares have recently become quoted on the Alternative Investment Market (“AIM”) n
London with a market capitalisation of almost $5.0 million. It has other properties which are
thought to be prospective for precious stones in Spain and Ireland but a significant part of its value
inust be attributed to its right to earn into EMF’s Swedish properties.

Britcan Minerals plc

Britcan is a wholly owned subsidiary which helds a 500,000 acre Crown Exploration licence for
gold in Comwall. The licence is prospective for epithermal gold and previous operators had
identified some 20 exploration targets. :

EMT has concentrated on the Tregeare prospect, where a diamond drilling programme in late 1995

confirmed an exploration model based on fracture-controlled leakage of mineralising fluids from a
buried epithermal system.

13
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Britcan’s licence was renewed for two years until 31 December 1998, and no relinquishment was
required. However EMF reviewed its licence area and concluded that work on certain peripheral
parts of the property was unlikely to be followed up and that previous expenditures in these areas
could be considered abortive. As a result a provision of $181,000 was made against the vatue of
Britcan's exploration interests in EMF s accounts.

The formation of Crediton Minerals plc to explore for gold in Devon, close to the Comish border is
encouraging, but if joint venture or other third party finance is not obtained, and Britcan is unable to
carry out significant work on the licence in the next two years, it may be difficult to justify another
renewal. EMF’s entire investment in Britcan would then be at risk.

16
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PROFILE OF DIRECTORS AND OFFICERS

Ciaran Forristal (Non-Executive Chairman} - Mr Forristal, aged 62, graduated in Civil and then
in Mining Engineering and is a Chartered Engineer and a Fellow of the Institution of Mining and
Metallurgy. He has world-wide experience of managing and directing mining operations, after 26
years with the Anglo American greater group and spells with BP Minerals and RTZ. He is now a
mining consultant.

Christopher Hall (Chief Executive) - Mr Hall, aged 47, is a geologist and Chartered Engineer. He
was with Charter Consolidated Plc from 1977 to 1984, becoming Assistant Manager, Mining
operations. Between 1984 and 1987, he was responsible for a substantial mining and mineral
investment portfolio at Touche Remnant & Co. which he left to establish EMF, He is a director of
Ateba Mines Inc. and a former member of the Council of the Institution of Mining and Metallurgy.

John Floyd (Non-Executive Director) - Mr Floyd, aged 60, has held various positions in
stockbroking and merchant banking in the City of London since 1961. Until 1981 he was a partner
in stockbrokers, Panmure Gordon & Co. He founded Floyd Oil Participations Plc and was its
Chairman until his retirement in 1988. He participated in the founding and was Chairman of Britcan
until its acquisition by EMF in 1993.

George Gardiner (Non-Executive Director) - Mr Gardiner, aged 63, has been involved in the
management and administration at a senior level of public and private mining companies for over
30 years. After many years with the Anglo American Group, he managed the UK, European and
US interests of the Hampton Gold Mining Areas Group in the 1980°s, He continues to represent a
number of Australian and US mining compantes as both a manager and director. {

Craig Niven (Non-Executive Director) - Mr Niven, aged 40, joined the Board on 22 October
1996. He holds a Masters Degree in Economics from St Catherine’s College, Cambridge and is a
Chartered Accountant. He is currently an Executive Director of Global Emerging Markets Europe
Limited responsible for cross border transactions in Africa, South Asia and the Middle East. Prior
to joining GEM he was a Director and Head of Intemational Corporate Finance at ANZ Grindlays
Bank Plc. He had previously held various positions at Amalgamated Metal Corporation Plc and
Pannell Kerr Forster.

Roger Goodwin (Chief Financial Officer) - Mr Goodwin, aged 41, is a Chartered Accountant,
who has held senior positions in a number of public and private companies, including that of Group
Financial Controller to a fully histed UK Plc in the natural resources sector and Finance Director of
an Anglo-Russian oil and gas development joint venture. He has a strong professional background
and experience of corporate finance in Eastern Europe.

Stanley Rogers (Operations Manager) - Mr Rogers, aged 54, is a mining engineer with many
years experience in the development and management of mines in developing countries, initially at
the Kilembe copper mine in Uganda. He was the Mine Manager at the Pendarves tin mine n
Comwall from 1971 to 1987, then Project Manager of a gold mine in the Sudan, General Manager
of a gold mine in Kenya and most recently, Manager of Operations at the Mahd ad Dhahab gold
mine tn Saudi Arabia.
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DIRECTORS’ REPORT

The Directors submit their report together with the audited accounts for the year ended 31
December 1996.

Financial results

Group income for the year ended 31 December 1996 amounted to US$874,632 (1995 -
US$613,629) and the Group profit on ordinary activities before taxation, amounted to US$255,146
(1995 - US$160,388). Taxation of US$3,375 (1995 - US$22,500) has been charged.

The profit for the year of US$251,771 (1995 - US$137,88) has been credited to reserves.

Earnings per share amounted to 4.4cents (1995 - 2.4cents).

The Directors do not recommend the payment of a dividend.

Principal activities

The principal activity of the Group is that of providing finance for and investing in mining projects
on an international basis. A review of the Group’s operations for the twelve months ended 31
December 1996 and the indication of likely future developments are set out on pages 5 to 16.
Directors

The Directors of the Company are listed on page 3.
Under the bye laws of the Company, the Directors serve until re-elected at the next Annual General
- Meeting of the Company. Being eligible all the Directors offer themselves for re-election at the

forthcoming Annual General Meeting of the Company.

The interests of the Directors and their immediate families in the share capital of the Company at 31
December 1996 were as follows: '

Ordinary Shares

Ciaran Fornistal 85,000
Christopher Hall 1
John Floyd 113,245
George Gardiner 1
Craig Niven (appointed 22/10/96) . I

All the interests detailed above are beneficial, save for those of Mr Floyd of which 104,745 are held
under discretionary family trusts.



EUROPEAN MINING FINANCE LIMITED

DIRECTORS’ REPORT

Since 31 December 1996; Ciaran Forristal acquired a further 30,000 Ordinary shares in the
Company; John Floyd acquired 25,000 Ordinary shares in the Company, and George Gardiner
acquired 25,000 Ordinary shares in the Company.

" At an Extraordinary General Meeting of the Company held on the 3 February 1997, the members
approved the grant of 340,000 share purchase incentive options to the Directors, granted as follows:

Ciaran Forristal ‘ 50,000
Christopher Hail 210,000
John Floyd 40,000
George Gardiner 40,000

Each share purchase incentive option entitles the holder to acquire one Ordinary share of US$0.10
each in the capital of the Company at US$0.50 per share at any time to 31 December 1998.

EMF established a bonus scheme in 1995 to prowvide an incentive for Directors and senior
employees. Cash payments will be performance related but recipients have undertaken to reinvest
the majority of any payments in new shares in the Company. No payments have yet been made
under this scheme.

Substantial interests

At 31 March 1997 the following were registered as being holders of 5% or mpre of the issued
Ordinary share Capital of the Company:

Number of Shares Percentage (%)
Global Emerging Markets Limited 1,250,000 15.3
Teck Corporation 750,000 9.2
Rexco 700,000 8.6

Post balance sheet events

On the 16th January 1997 2,500,000 new Ordinary shares were issued at US$0.40 together with
1,250,000 warrants which are exercisable into one new Ordinary share at any time until 31
December 1998 at the price of US$0.50.

Auditors

Grant Thomton have indicated their willingness to continue in office as auditors to the Company
and a resolution proposing their appointment will be put to the forthcoming Annual General

Meeting.
Statement of directors’ responsibilities in respect of the accounts
Bermuda company law and generally accepted best practice requires the Directors to prepare

accounts for each financial year which give a true and fair view of the state of afTairs of the Group
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DIRECTORS' REPORT

and of the profit or loss of the Group for that period. In preparing these accounts, the Directors
have:

e selected suitable accounting policies and applied them consistently,
o made judgements and estimates that are reasonable and prudent;

e stated whether applicable accounting standards have been followed, subject to any matenal
departures disclosed and explained in the accounts; and

e prepared the accounts on the going concem basis

The Directors are responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the Group. They are also responsible for
safeguarding the assets of the Group and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.

_ This report was approved by the Board and signed on its behalf by:

QUADRANGLE SECRETARIES LIMITED i
22 April 1997
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EUROPEAN MINING FINANCE LIMITED

AUDITORS’ REPORT

Report of the auditors
to the members of European Mining Finance Limited

We have audited the financial statements on pages 22 to 35, which have been prepared in
accordance with international accounting standards. The specific accounting policies are set out on
pages 26 to 28.

R ive onsibiliti i dit
As described on pages 19 and 20 the Directors are responsible for the preparation of the financial
statements. It is our responsibility to form an independent opinion, based on our audit, on those

financial statements and to report our opinion to you.

Basis of opinion
We conducted our audit in accordance with auditing standards issued by the auditing practices

board in the United Kingdom. An audit includes examination, on a test basis, of evidence relevant
to the amounts and disclosures in 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 appropriate to the Group’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 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,

Fundamental uncertainty

In forming our opinion, we have considered the adequacy of the disclosures made in the financial
statements and the uncertainty surrounding the eventual recovery of the Group’s intangible assets
of $4,809,662 and fixed asset investments of $928,293. The ability of the Group to continue the
planned exploration programme, which will determine the recoverability of these assets, is
dependent on the discovery and appraisal of economically exploitable mineral deposits and
sufficient finance becoming available to bring such discoveries into production. Details of the
circumstances relating to this fundamental uncertainty are described in notes 9 and 11. The
financial statements do not include any adjustments which would result from any unsuccessful
exploration or appraisal activity or insufficient finance becoming available. Qur opinion is not
qualified in this respect.

Opinion
In our opinion the financial statements give a true and fair view of the state of affairs of the Group
as at 31 December 1996 and of its profit, total recognised gains and cash flows for the year then

ended.

Grant Thomton, Registered Auditors & Charlered Accountants
London
22 April 1997



EUROPEAN MINING FINANCE LIMITED

CONSOLIDATED PROFIT AND LOSS ACCOUNT

For the year ended 31 December 1996
(expressed in US dollars)

Income

Royalties

Gains on the disposal of investments
Surplus on settlement of litigation
Other income

Net operating expenses

Provision in respect of continuing operations
Operating profit

Foreign exchange gains/(losses)

Interest receivabie and similar income

Profit on ordinary activities before taxation

Taxation on ordinary activities

Profit for the financial year

Earnings per share (cents)

The accompanying notes form an integral part of these financial statements
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Notes

eY)
(1)
0))
(1

3

&)

(6)

@)

(16)

)

1996 1995

$ s

35,920 185,358
577,798 398,040
222,645 -
38,269 30,231
874,632 613,629
(498,399) (473,870)
(181,000) -
195,233 139,759
25,837 (20,334)
34,076 40,963
255,146 160,388
(3,375) (22,500)
251,771 137,888
4.4 2.4




F

ST

EUROPEAN MINING FINANCE LIMITED

CONSOLIDATED BALANCE SHEET

As at 31 December 1996

{expressed in US dollars)

Fixcd assets
Intangiblc asscts
Tangible assets
Investments

Current assets
Portfolio investments
Accounts receivable
Royalty receivable
Prepaid expenscs
Cash and deposits

Creditors: Amounts falling due within one year
Accrucd expenses

Creditors

Deferred consideration

Nect current asscts

Total nct asscts

Capital and rescrves
Called up share capital

Share premium

Profit & loss account
Investment revaluation reserve
Forcign exchange reserve
Equity sharcholder’s funds
Equity minority intercsts

Equity interests

Deferred income

Number of shares in issue

Attributable net assct value per share

Notes

%)
(10)
an

(1)

ax

(14)

(16)
(18}

(7

(19

(20

zn

1996 1995
s s
4.809.662 4.399.765
472,330 475.331
928,293 1.202,619
6,210,285 6.077.715
1.149.160 864.621
469.483 72,411
- 75.340
19.080 .
827.702 1.110.462
2.465.425 2.122.834
(197.481) (4.317)
(55.038) (184.050)
- (200.000)
2.212.906 1,694,467
8.423.191 7.772.182
T
567.815 567.815
10.188.640 10.188.640
(4.556.751) (4.808.522)
(40.301) (265.723)
260.723 86.907
6.420.126 5.769.117
1.042.471 1.042.471
7.462.597 6.811.588
960.594 960,594
8.423.191 7.772.182
5.678.154 5.678.152
$1.30 $1.18

The accounts on pages 22 to 35 were approved by the Board of Directors on 22 April 1997 and signed on its

behalf by:

G Gardincer. Dircclor

The accompanving notes form an integral part of these financial stadements
) § / 4 )

"~

Twd

C R J Hall. Dircctor



EUROPEAN MINING FINANCE LIMITED

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

For the year ended 31 December 1996

(expressed in US dollars)
1996 1995
S S
Profit for the financial year _ 251,771 137,888
Unrealised gain/(loss) on investments 225422 (479)
Currency translation differences in foreign currency net investments 173,816 (10.214)
Total gains and losses recognised in the year 651,009 127,195
Profits for the financial year are determined on an historical cost basis
[

The accompanying notes form an integral part of these financial statements
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EUROPEAN MINING FINANCE LIMITED

CASH FLOW STATEMENT
For the year ended 31 December 1996
(cxpressed in US dollars)
Note 1996 1995

s $ S S
Net cash (outflow)/infléw from operating
activities (101,348} 350,401
Return on investments and servicing of finance
Interest received 34,076 40,963
Net cash inflow from returns on investments
and servicing of finance 34,076 40,963
Taxation paid (3,375) (22,500)
Investing activities
Payments to acquire intangible fixed assets (584,511) (631,002)
Payments to acquire tangible fixed assets (2.942) (4,072)
Payments to acquire subsidiary undertakings - (180,000)
Redemption of royalty and debt recovery 375,340 -
Net cash outflow fram investing activitics (212.113) (815.074)
Net cash (outflow) before financing (282.760) { (446,210)
Financing - -
(Decrease) in cash and cash equivalents i3y (282.760) (446.210)

Reconciliation of operating profit to net cash (outflow)/inflow from operating activities

Operating profit 195.233 139,759
Depreciation 5.943 11,490
Gains on sale of investments (377.798) (398.040)
Receipts on the sale of investments 737.316 1.067.723
Payments to acquire investments (354.906) (370.006)
Provisions in respect of continuing operations 181.000 .
Fixed asset investment costs written off 87.565 -
{(Increase) in debtors (393.1135) (6.861)
Increase/(decrease) in creditors 24.147 (73.330)
Qther non-cash income, including exchange differences {6.733) {20.334)
Net cash (outflow)/inflow from operating activitics (101.348) 350,401

The accampanving notes form an integral part of these financial statements
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EUROPEAN MINING FINANCE LIMITED

ACCOUNTING POLICIES

Basis of accounting

The accounts have been prepared in accordance with applicable international accounting standards.

The significant accounting policies adopted are detailed below:

Accounting convéntion

The accounts have been prepared under the historical cost convention modified for the revaluation
of portfolio investments.

Investments

Current asset investments are valued as follows:

Portfolio investments

Marketable securities listed or dealt in on a recognised stock exchange, or an over the counter
market, are valued at the mid market price on such exchange or market.

Unquoted investments are initially valued at cost. A reduction in the value of a quoted investment
will be made if cohsidered appropriate in the light of a company’s condition or prospects. Increases
in value will only be made if substantiated by significant transactions in the relevant company’s
shares by third parties or in the event of a material change in the underlying value of the company.

Realised gains and losses on sales of investments are calculated based on the average cost of the
investment and are reflected in income when realised.

Investment revaluation reserve

Unrealised appreciation and depreciation of investments as of 31 December are reflected within the
investment revaluation reserve.

Fixed assets

Intangible assets

The Group uses the full cost method of accounting for mining operations. Expenditure on licences,
concessions and exploration incurred by subsidiary undertakings are carried as intangible assets
until such time as it is determined that there are commercially exploitable reserves at which time
such costs will be transferred to tangible fixed assets to be amortised over the expected productive
life of the asset. The Group’s intangible assets are subject to periodic review by the Directors.
Exploration costs determined as unsuccessful are written off to the profit and loss account.
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EUROPEAN MINING FINANCE LIMITED

ACCOUNTING POLICIES

Tangible assets

Plant and equipment, office furniture and equipment and motor vehicles are shown as tangible
assets (see note 10).

Investments

Fixed asset investments are valued at cost. An adjustment is made if there is a permanent
diminution in value of the investment, or if a previously reduced value is no longer justified by
changed circumstances.

Adjustments to the value of long term investments are accounted for through the profit and loss
account.

Depreciation

Plant and equipment are depreciated at rates appropriate to the expected life of the asset once
production has commenced. Office equipment and motor vehicles are depreciated over four years.

Foreign currency transactions

Investments and monétary items have been translated at rates in effect at the balance sheet date.
Foreign currency transactions have been translated at the rate in effect at the date of transaction.
Any realised or unrealised exchange adjustments have been charged or credited to income.

The accounts of overseas subsidiary undertakings are translated at the rate of exchange ruling at the
balance sheet date. The exchange difference arising on the retranslation of opening net assets is
taken directly to the foreign exchange reserve. All other translation differences are taken to the
profit and loss account.

Consolidation basis

The Group accounts consolidate the accounts of the Company and, with the exception of those
noted below, all its subsidiary undertakings drawn upto 31 December each year. The accounts of
Onas Oy and Nordic Exploration AB, both wholly owned subsidiaries, have not been consolidated
as it is intended to dispose of these interests.

The results of subsidiary undertakings acquired are included from the date of acquisition. Profits or
losses on intra-group transactions are eliminated in full. On acquisition of a subsidiary, all of the
subsidiary’s assets and liabilities which existed at the date of acquisition are recorded at their fair
values reflecting their condition at that date.



EUROPEAN MINING FINANCE LIMITED

ACCOUNTING POLICIES

Deferred income

The excess of the fair value of the attributable net assets acquired on acquisition of a subsidiary
over the fair value of the consideration given, representing a discount on the fair value of assets
acquired “negative goodwill”, is treated as deferred income and will be realised as income when,
the assets are sold, or amortised over the expected productive life of the assets to which it relates.

Deferred tax

Provision is made for deferred taxation in respect of timing differences to the extent that a lability
may become payable in the foreseeable future.

Royalty income

Royalty income from Ariel Resources is recognised on an accruals basis in accordance with the
terms of the royalty agreement as these provide for a minimum guaranteed level of royalty. The Mt
Hamilton royalty is accounted for as received.
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EUROPEAN MINING FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1. Income

The 1995 comparative figures have be re-stated to classify gains on the disposal of investments of
$398,040 within income from operating activities.

All Royalty income arises in North America and all other income arises in Europe.

During the financial year royalties of $27,580 were received from Ariel Resources. This Royalty
_has been redeemed and no further royalties are receivable.

All other income and royalties were from continuing operations.

2. Surplus on settlement of litigation

1996 1995
3 S
Net receipts on settlement of litigation 222,645 -

The net receipts on settlement of litigation comprises shares and cash receivable, included in
debtors, on the settlement of the Company’s action against Glenmore Highlands Inc., less the costs
of settling the action and related costs.

3. Net operating expenses
;
All operating expenses charged to profit arise in Europe and relate to continuing operations.

4. Directors remuneration

The Directors received the following remuneration for their duties as executive and non executive
directors:

1996 1995
$ - 8
Ciaran Forristal (Chairman) 18,797 18,868
Christopher Hall (Chief Executive) 109,650 110,063
George Gardiner (Non Executive) 10,965 11,006
John Floyd (Non Executive) 7.832 7,862

In addition consultancy fees of $50,062 ($8,490 in 1995) for work outside their duties as non
executive directors were paid by the Company and its overseas subsidiaries.

Craig Niven is a director of Global Emerging Markets (Europe) Limited, a subsidiary of Global
Emerging Markets Limited (“GEM™) which is entitled to a fee of $50,000 per annum for
consultancy services inciuding Craig Nivens services as a non executive director and support from
GEM’s personnel and offices internationally. GEM received fees of $9,566 n 1996 (Nil in 1995).
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NOTES TO THE FINANCIAL STATEMENTS

5. Provisions in respect of continuing operations

1996 1995
$ S
United Kingdom gold exploration expenditure determined as
unsuccessful 181,000 -
6. Interest receivable and similar income
1996 1995
$ S
Bank and short term interest 34,076 40,963
7. Taxation on ordinary activities
1996 1995
S )
Withholding tax 3,375 22,500

Withholding tax

The charge arises from the deduction of 15% Costa Rica withholding tax on royalties received from
Arel Resources. ,
|
Corporation tax
The 1995 comparative figures have been re-stated to classify Bermuda govemment tax of $5,081

as an operating expense, as it is calculated by reference to the Company’s share capital rather than
profits.

Whilst the Company is resident for UK corporation tax purposes, no charge to corporation tax
arises in the UK due to the availability of losses.

8. _Earnings per share

The principal objective of the Group is growth in assets, mainly through capital appreciation of the
value of investments. This is not always compatible with the generation of reported profits.

Eamings per share have been calculated on the basis of the net profit afier taxation of US$251,771
(US$137,888 in 1995) and the number of shares in i1ssue at 31 December 1996 of 5,678,154
(5.678,152 in 1995).



EUROPEAN MINING FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

9. Intangible fixed assets

Exploration interests

Cost/valuation s
At | January 1996 , 4,399,765
Exchange adjustment 206,386
Additions during the year 584,511
Adjustment to fair value on acquisition (200,000)
Amounts provided during the year (181,000)
Net book value at 31 December 1996 4,809,662

Analysis by geographical area and nature of activity

Burkina Faso - Gold 2,066,268
Botswana - Copper 1,587,860
United Kingdom - Gold 1,155,534

4,809,662

Intangible assets represent fair values on acquisition, plus subsequent expenditure on licences,
concessions and exploration work. Where expenditure on an area is determined as unsuccessful
such expenditure is written off to the profit and loss account. The recoverability of these assets
depends, initially, on successful exploration and appraisal activities, details of which are given in
the report on operations. The outcome of such exploration and appraisal activity is uncertain,
Should economically exploitable mineral deposits be established, sufficient finance would be
required to bring such discoveries into production. The amount of finance required is considered
and actively pursued on a project by project basis by the Directors.

The Directors have considered the value of each of the Group’s projects having regard to the
current stage of development and the economic and other factors effecting each project. Following
a review of the Group’s projects, $181,000 has been provided against the value of the Group’s
United Kingdom Gold exploration claims, and charged to profit.

An adjustment of $200,000 has been made during the vear to the fatr value on acquisition of the
Botswana Copper project.



EUROPEAN MINING FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

10. Tangible fixed assets

Cost/valuation $
At 1 January 1996 515,895
Additions 2,942
At 31 December 1996 518,837
Depreciation

At 1 January 1996 40,564
Provided during the year 5,943
At 31 December 1996 46,507
Net book value at 31 December 1996 472330
Net book value at | January 1996 475,331

-11. Fixed asset investments

Cost S

At 1 January 1996 1,202,619
Disposals (387,565)
Additions / 113,239
At 31 December 1996 928,293

Fixed asset investments comprise:

s

Royalties and carried interests 444218
Nordic Exploration AB and Onas Oy 484,075
928,293

Investments held as fixed assets and other unquoted investments have been valued at cost by the
Directors in the absence of readily ascertainable market values. They are satisfied that there have
been no indications of impairment in value, The Directors recognise that the future realisation of the
value of the investments is dependent upon a number of factors including the availability of finance
for further exploration, the discovery and appraisal of economically exploitable mineral deposits,
and the availability of sufficient finance to bring any such discoveries into production.

i2. Current asset investinents

1996 1995
S )
Quoted (cost $967.201 - 1995 §1.075,795) 926,900 810,072
Unquoted (cost $222 260 - 1995 § 54.549) 222260 54.549
1,149,160 864,621

=l
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EUROPEAN MINING FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

18. Investment revaluation reserve

AR N N e e e e ————

5
At 1 January 1996 (265,723)
Movements during the year : 225,422

At 31 December 1996 (40,301)

19. Equity minority intevests

s
Arising on acquisition of STREMCO 667,332
Arising on acquisition of PPP 375,139
1,042,471

20, Deferred income
$
At 1 January 1996 960,594
Adjustment in respect of the purchase consideration for PPP 200,000
Adjustment to fair value on acquisition of PPP (200,000)
At 31 December 1996 960,594

In order to comply with international accounting standards the capital reserve at 31 December 1995
has been reclassified as deferred income, and excluded from shareholders funds.!

The adjustment in respect of the purchase consideration for PPP arises from the release of a

provision for a contingent purchase consideration for the acquisition of PPP in 1995 which in the

opinion of the Directors is no longer payable.

The deferred income represents the excess of the fair value of the attributable net assets acquired
on the acquisition of a subsidiary company, over the fair value of the consideration given, being a
discount on the fair value of the assets acquired. The deferred income will be realised as income
and credited to the profit and loss account when the assets are sold or amortised over the expected
productive life of the assets. The deferred income may be analysed between the subsidiary
companies acquired as follows:

b

Arising on acquisition of STREMCO ' 288,078
Arising on acquisition of PPP 489,901
Arising on acquisition of Britcan 182,615
960,594

e
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EUROPEAN MINING FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

13. Cash and deposits

Analysis of changes in cash and cash equivalents

s
At | January 1996 ' 1,110,462
Net cash outflow (282,760)
At 31 December 1996 827,702
14. Called up share capital
1996 1995

No 5 No $
Authorised:
Ordinary shares of US$0.10 each 10,000,000 1,000,000 10,000,000 1,000,000
Called up, allotted and fully paid
Ordinary shares of US$0.10 each - 5,678,154 567815 5,678,152 567815

Subsequent to full acceptance of the offer to acquire the whole of the issued share capital of
Britcan Minerals Plc in 1993, 119,730 new EMF Ordinary shares and an equal number of first
warrants were issued. Further warrants were issued to reflect a 4 for | bonus issue in 1995. These
warrants expired during 1996,

15. Incentive schemes

EMF established a bonus scheme in 1995 to provide an incentive for Directors and senior
employees. Cash payments will be performance related but recipients have undertaken to reinvest
the majority of any payments in new shares in the Company. No payments have yet been made
under this scheme.

16. Profit and loss account

$

At | January 1996 (4,808,522)

Profit for the financial year 251,771

At 31 December 1996 (4,556,751)
17. Recongiliation of shareholders’ funds

1996 1995

S )

Total gains and losses recognised in the year 651,009 127,195

Movement in capital reserve - 489,901

Net addition to shareholders funds 651,009 617,096

Opening shareholders’ funds at | January 1996 5,769 117 5,152,021

Closing shareholders’ funds at 31 December 1996 6.420,126 5,769,117

Ll
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EUROPEAN MINING FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

21. Attributable net asset value per share

The attributable net asset value per share has been calculated from the consolidated net assets of the
Group after deducting the minority interest divided by the number of Ordinary shares in issue at 31
December 1996 of 5,678,154 (5,678,152 at 31 December 1995)

22. Subsidiary companies

At 31 December 1996, European Mining Finance Limited had interests in the share capital of the
following principal subsidiary companies.

Proportion
Class of of shares Nature of Country of

Name Share held held business incorporation
Britcan Minerals Plc (“Britcan™) ordinary 100% Gold Exploration England/Wales
Societé de Travaux de Rocherché et
d'Exploration Miniére et Compagneé S.A
(“STREMCO"™) ordinary 1% Gold Exploration Burkina Faso

Holding
Professional Property Projects (Pty) Ltd (“PPP") ordinary 5% Company Botswana
Thakadu Mining (Pty) Ltd *(“TMP") ordinary 75% Copper Minig* Botswana

Diamond
Nordic Exploration AB ordinary 100% Exploration Sweden
Onas Oy ordinary 100% Gold Exploration Finland

* All companies are directly owned by the Company except for TMP which is a wholly owned
subsidiary of PPP. :

As stated in the accounting policies the results of Nordic Exploration AB and Onas Qy have not
been consolidated.

22. Post balance sheet events

On 16 January 1997 the Company issued 2,500,000 new Ordinary shares at US$0.40 each together
with 1,250,000 warrants exercisable into one new Ordinary share at any time until 31 December
1998 at a price of US$0.50.
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ANNEX 3

Quarterly Statement for the three months ended 31 March 1997

This quarterly statement for the three months ended 31 March 1997 has been
produced in accordance with the Company’s normal practice of providing
shareholders with quarterly financial and other information regarding the affairs of the
Company. No legislative provisions govern the preparation of this quarterly
statement or of its form or content. The Directors, whose names and address are set
out on page 2 of this document are responsible for this quarterly statement and
consent to its inclusion in this document and accept responsibility for it.
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EUROPEAN MINING FINANCE LIMITED

Report for the three months to 31 March 1997

!

Resuits hit by mining share market weakness
& Cash and investments up 63% in the quarter

> Pheips Dodge commences work in Burkina Faso

The unaudited results for the three months to 31 March 1997 showed a consolidated after tax
loss of $76,000 ($186,000 profit in 1996). The loss per share was 0.9¢ (2.9¢ eamings in
1996). The downtum in profitability was largely due to reduced levels of investment
realisation profits which totalled only $60,000 ($266,000 in 1996). After an encouraging start
the collapse of the junior mining market in North America in the wake of the Bre-X scandal
resulted in low levels of liquidity as well as lower prices and several planned realisations had
to be deferred.

Operating expenditure for the three months was $162,000 ($111,000 in 1996). Part of the
increase results from lower than expected costs in 1996 caused by deferrals df expenditure.
The remainder is due to increased staffing and consultancy fees.

At 31 March 1997 EMF's cash balances were $1,577, 000 following the closing of the US$1.0
million financing comprising 2.5 million new ordinary shares with warmants attached,
exerciseable for two years at 50c. The value of EMF's marketable securities was $1,650,000
at 31 March 1887 giving total cash and investments of $0.40 per share compared with a net
attributable asset value per share at 31 March 1997 of $1.01 ($1.32 in 1996). This reduction
in NAV is principally the result of dilution by the placement which was completed in January.

Disposals during the quarter included 100,000 Cambridge Minerals, 10,000 Armada
Resources, 50,000 Azco Mining, and 80,000 Queenstake Resources. 100,000 Ateba
Mines warrants were exercised and the resulting shares sold. These disposals generated
profits of $60,000 and total proceeds of $371,000.

EMF took delivery of 35,000 shares in Glenmore Highlands as part of the settlement of its
litigation although sale of these shares is restricted until late May 1897. Other purchases
were 286,000 Emerging Africa Gold and 119,000 Genoil. These holdings are subject to
put and call option agreements which expire in September 1997,

The exploration joint venture in Burkina Faso between 51% owned STREMCO and Pheips
Dodge Exploration (“PDX") will ensure that the larger scale regional potential of STREMCO's
800 sq km property is not neglected while EMF concentrates on the development of the high
grade underground gold deposit at Guiro. PDX has carried out mapping, geochemistry and
geophysics, trenching and is currently diamond drilling near Bayildiaga in the centre of the
permit. No results are expected until the end of the second quarter. Cash payments by PDX
and sharing of facilities with them will enable STREMCO to reduce its overheads
considerably.

EUROPEAN MINING FINANCE LIMITED

Directors: J E K Floyd, C J Fomistal (Chairman), G Gardiner, C R J Hall, C L B Niven
Incorporated in Bermuda . Registered No: EC 1667 Bermuda. Registered Oftfice, Cedar House, Cedar Avenue, Hamilton, Bermuda



EMF is still awaiting the grant of its mining permit at Guiro, where a 23m deep exploration
shaft was sunk at the westemn end of the orebody in an area of low drill hole grades. The
shaft intersected the Guiro structure with values of up to 12gmsitonne and four trenches
excavated to the west of the orebody traced the structure for an additional 450 metres and
included two high grade intersections, of 8.4gmsfonne and 19.8gmsionne.

Mining equity market sentiment, which was reeling from the Bre-X scandal, has been hit by
two more instances of fraud, which has given rise to opportunities to acquire high quality
investments at even [ower prices. A decision has been taken to reduce the cash balance and
increase exposure on a highly selective basis to tradeable shares in companies with
adequate cash and high quality projects and management.

As indicated in the Annual Report, profits in the first half of 1997 will be difficult to achieve.
However, EMF should be well placed to capitalise on an improvement in sentiment which
may well take place later in the year.

Further information:

European Mining Finance Limited

Christopher Hall (Chief Executive) Tel: 0174-321-2077
Peel Hunt & Co

Christopher Holdsworth-Hunt Tel: 0171-418-8800
{ssued by:

Walter Judd Public Relations
Charles Wyatt Tel: 0171-236-4541

EMF was registered in Bermuda in 1688, It provides finance for and makes investments in mining
companies and projects on an international basis. it is profitable though its principal objective is capital
growth from the realisation of its investments. its assets include a gold project in Burkina Faso, a
copper project in Botswana, exploration for gold and dismonds in Europe and a portfolio of quoted and
unquoted investments, roysities and carried interdsts. Its shares are listed on the Luxembourg Stock
Exchange, trade in London under Rule 2.1 of the London Stock Exchange and on the Canadian
Dealing Network in Toronto {symbol EMFF). The company's broker is Peel Hunt & Co. and J P Jenkins
makes 8 market in the shares. Corporste information and prices can be accessed via the Newstrack
Service on Rauters (page JPJA), Bloomberg (TRAK), ICV Topic (*11800#) and QST Quotron
{NTRACK). The share price is published datly in the London Evening Standard.



CONSOLIDATED PROFIT AND LOSS ACCOUNT
(Unaudlted - expreased In US Dollars {housands)

3 months fo 3 months 10 12 months to
31/0357 31403196 3171 2/96
3000 3000 3000
Income
Royalties - n 36
Gains on the disposal of invesuments 60 266 578
Surplus o settiement of litigation - . 223
Other Income 7 - 38
67 288 875
Nel operating expenses (162) (11) (499)
Provision in respect of conlinuing operations - - (181)
Operating (Loas)Trofit (95) 177 195
Forcign exchange (lossesygains 2) (15) 26
Interest receivable and similar income 21 7 34
Profi on ordinary activitles before taxation (76) 169 255
Taxaticn on ordinary nciivities - (€3] (1))
(Loss)Profii Tor the Perlod (76) 166 252
Eamings per share (cems) 0.9) 19 4.4
STATEMENT OF TOTAL RECOGNISED GAINS & LOSSES
(Unaudited - expressed In US Dollars thousands)
3 months lo 3 months to 12 months to
v 31/0397 31703196 3171 2/96
3000 3000 3000
(LossyProfit for the peried (76) 166 152
Unrealised gainsi(iosses) on investments . 14 604 125
Currency translation dilferences in foceign currency nel
investments {110} (28) 174
Tolal gains and losses recognised in period (72) 742 651

CONSOLIDATED BALANCE SIIEET

(Unsudited - expressed in US Dollars theusands)

Fixed assets

Inlangible Assels
Tangible Asscls
Investments

Current assets

Portfolio invesiments
Accounts receivable
Royally reccivable
Prepaid expenses
Cash and deposils
Creditors: Current

Creditors and accrusls
Deferred contingent considerstion

Net current assets

Total net asseis

Capital and reserves

Shase capital

Profit & loss(Deficil)
Investment revalualion reserve
Foreign exchange reserve
Equily sharcholders funds

Minority mlerest
Equity inleresis

Delerred income

Attributable nel assets per share (3)

Number of shares in issue

3170397 3170396 1111296
5000 $°000 5600
4,757 4,597 4310

471 474 om
972 1,243 928
6,200 6,314 6,210
1,650 1,374 1,149
57 44 469

- o5 -

27 - 19
1,577 1,043 828
3.3 2,556 2,465
(221 (156) (252}
. (200) -
3,090 2,200 2,213
9,290 8,514 8423
11,656 10,756 10,756
(4,633) (4.643) (4,357
73 339 (40}

151 59 261
7,287 6,511 6,420
1,042 1,042 1,042
8,329 7.553 7,462
261 961 961
9,190 8,514 8,423
1.01 1.32 1.30
3,178,154 3,678,152 5.678,154
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