FOCUS

Gympie Gold Limited is an Australian exploration, production and
marketing company with two businesses: the re-establishment of
the prolific, high-grade Gympie Goldfield in Queensland and the
production of high-quality coking coal from the Hunter Valley in
New South Wales,

The Company is focused on re-establishing
its six-year record of delivering above-average
business performance and share apprecia-
tion, after unsatisfactory results for 2002-03.
Our finances, growth momentum and share
price were damaged by production problems
experienced at Southland Colliery. These
have been overcome and production is now
congistently performing well.

Gold operations provide a base for our ambi-
tious exploration of the high-grade Gympie
Goldiield, the known bounds of which were
extended during 2002-03 as a result of a
drilling program launched at the beginning of the financial year.
After being curtailed to conserve cash, drilling recommenced in
August 2003 with a focus on further testing recently discovered
extensions of the major goldiield ore feeder system, which has to
date yielded 2 million of the Goldfield’s historical production of 4
million ounces of gold.

Innovative marketing adds value to our coal and gold products.
Coal products are customised to meet the specific requirements of
a diverse group of coking ceal products and customers globally.
Gympie Gold® Gemstone captures value by creating a unigue
product sold for much more than its gold content. Gympie
is now the first gold company 1o creale a line of branded
jewellery made from its own gold, silver and gemstone. It is
hallmarked Gympie and has been launched internationally.

Our medium-term strategy is to further establish the critical
mass of each business from both organic and corporate
initiatives.

Harry Adams

Managing Director
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Opposite: Stockpile management
at Southiand Colliery.

Below: The Lewis Decline has
greatly increased Gympie
Eldorade’s production capacity.

Gympie Gold Limited is owned by about 8,000 holders of ordinary shares and
converlible notes quoted on the Australian Stock Exchange and AlM, the
London Stock Exchange'’s international market.

The group has two principal wholly-owned subsidiaries which explore for,
extract, process and markst mineral producis:

s Gympie Eldorado Gold conducts exploration suppotted by early-stage
production of gold and gemstone at the high-grade Gymipie Goldfield, which
historically produced over 4 million ounces gold, While production in recent
years has been within the range of 30,000 to 55,000 ounces per annum,
exploration programs are targeting large structures which are very prospec-
tive for major high-grade gold systems.

+ Southland Coal has now established strong production of high-guality cok-
ing coal from the Greta Seam, which has been in continuous production for
more than 100 years. Southland exclusively controls this well-known coking
coal seam, exports via the world's largest coal port and has established a

market niche based predominantly on the coal’s prop-

erties of extremealy high-fluidity and low ash. The mine
is targeting production of 1.8 to 2.2 million tonnes for

2003-04.

Gympie Goid's organisational struciure inciudes a
small corporate office in Sydney, operations manage-
ment based at the mine sites and marketing manage-
ment travelling giobally o mest customers’ needs.
Accountability is measured against performance indicators covering all facets of
the tusiness, starting with safsty and environmental management.

Gympie Gold has transferred some of its regional mineral rights into 25%-
owned D’Aguilar Gold Limited, which will focus on gold-copper porphyry tar-
gets in the Gympie district. D’Aguilar listed on the Australian Stock Exchange
on 21 August 2003,
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THE 200203 YEAR

The year ended 30 June 2003 was a most disappointing year for the Company.
The net loss of $22.9 million reflects this. Six months of production problems at
Southiand Ceal had a severe effect on the Company’s profitability and balance
shest. Southland has been back in full production since March 2003, but some
of the consequences of the problem period, particularly the balance sheet con-
straints, will continue to influence the current vear,

The problems at Southiand arose from difficult ground conditions encountered
in September 2002 and which persisted untit mid-February 2003, In that period
only about 250,000 tonnes of coal were produced, a shortfall of 350,000 tonnes
and $20 milion on budgeted saleable coal, and extra costs were incurred 1o fix
the problems. The episcde cost the Company about $25 million.

Since March 2003, Southiand has been in full production and the sort of diffi-
culties experienced are not expected to recur. Extensive corrective measures
were taken, including the purchase of a near-new
longwall 1o replace a section of the existing longwall
Lnit when it is moved to the next panel in September
2003. Coal production since the beginning of March
has averaged 192,00C tonnes per month which
eguates fo about 2 million tonnes per year, after allow-
ing time for a longwall move.

As a result of the problems at Southland the Company needed fo rebuild the
balance sheet where contingency reserves had been almost exhausted. Share
placemenis and a Share Purchase Plan raised $15.2 million during the June
2003 quarter. Some restructuring of oan arrangemenis also occurred and a
major target for the current vear is to restructure the duration of foan facilities.

The problems at Southiand overshadowed achievements at Gympie Bldorado,
particularty some exciting exploration results.

Gold operations were slightly below budget due to the grade from a particular
Stockwork zone being lower than forecast. In addition, near-mine exploration
was disappointing in that it failed to find large ore zones that could be brought
into production quickly from the Lewis Decline. Mowever, overall expioration
success was significant and added greatly to the prospectivity of the whole
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Gympie Goldfield. Of particular importance was the identification of Goldfield
extensions to the prolific inglewood Struciure to the north and south.

In our view the evidence continues to build that the Gympie Goldfield has the
potential to deliver more gold in the future than the 4 million ounces it already
has produced. The mining operation will remain small until exploration resulls
trigger expansion using the infrastructure that has been established.

OUTLOOK FOR 2003-04

The markets for our two key products look reasonably sound in the coming year.

Coking coal prices have been supported worldwide by the enormous demand
for stee! coming from China. This in turn has been driving both the Japanese
and Korean stesl industries which are working at full capacity. Coking coal is
therefore in a different market situation from thermal coal where excess produc-
ton has been evident. The negative for Australian cok-
ing coal producers has been a stronger Australian
dollar which has taken the shine off the price received
in local currency terms.

Southland has the great benefit of having a niche cok-
ing coal with extremely high-fluidity and very low ash.
This opens up a universe of marketing and coal blending opportunities which we
have been actively pursuing. From heing essentially a coal sold only o a few
Japanese customers several years ago, Southland, under the ownership of
Gympie Gold, has now opened markets all over the world. This has allowed us
to defend price and maximise the value-adding role for our coal. In addition, we
have hedged the Australian dollar receipts for about 50% of expected revenues
in the next eighteen months at a value of US 62 cents {o the Australian dofiar,

The gold price outiook is, in our view, excellent. it seems the volafility in world
currency markets, particularly the weakening US dollar, has resulted in new life
for gold which, only a short time ago, was being written off as a barbaric relic.
Gold is being viewed again as a serious asset class for investors. | expect this
trend to continue.

As a conseguence of this view, gold hedging commitments were reduced by
94,000 cunces during 2002-03. Forward sales totalled 126,000 ounces at 30
June 2003, eguivalent to about half of gold production over the next four years
at current production rates or approximately 20% of current resources.

Board of Directors, from right,
Chris Rawlings, Michael Darling,
Harry Adams and Roy Woodall.
Director Peter Cadwallader is
not in this photograph.
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Southland Coal's shearer and
longwall unit cutting panel SL3
with operators Phil Bridge and
Mark Scott.

Jason Keily (Mining Manager)
and Rob Scargill (General
Manager, Gold Operations)
inspect mining activities at
Gympie Eldorado.

PRIORITIES FOR 2003-04

The key priorities we have set for the Company over this year are designed 1o
restore its growth momentum and re-kindle market support.

1.

2.

To achieve production at Southland of 1.8 to 2.2 million fonnes and tightly
control the costs of production o expand operating marging.

To follow-up on last year’s advances in exploring the Gympie Goldfield in
order to add further to existing rescurces and enhance the prospectivity of
the whole Goldfisld.

. To continue the process of strengthening the corporate balance shest by

redlucing and restructuring existing shori-term locans and by fine-tuning hedg-
ing arrangemenis for both currency and gold.

. To extend the Gymple Gold®* Gemstone business info new markets and

downstream into the Gympie Gold® Jewsllery Collection, as well as increas-
ing the supply of gemstone from the mine.

We are actively pursuing these objectives and achieving improvements in all
these areas. As we report progress during the year, | hope sharsholders will be
increasingly confident that the Company is back on track. The reduction in the
market value of Gympie Gold shares has been one of the most painful results of
the problems of the last year. As a large shareholder, no one feels this more
deeply than | do. | would hope over the coming year that as the market sees
that the Company is achieving its objectives this will lead to stronger support for
the Gympie Gold shares and higher prices.
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D’AGUILAR GOLD LIMITED

Gympie Gold has helped and encouraged DY Aguilar Gold Limited to raise funds
to explore tenements around the Gympie Goldfield. Some of our regional tene-
menis were sold to [V Aguilar, particularly those tenements prospective for goid-
copper deposits which are that Company’s primary
exploration target.

Gympie Goid shareholders were offered the opportu-
nity tc participate in the D’Aguitar float and they con-
tributed strongly. Chris Rawlings, a Gympie Gold
non-executive Director, is D’Aguitar’s Chalrman. lan
Levy, Gympie Gold's General Manager, Corporate Development is also on the
DYAguitar Board of Directors. Ron Cunneen, formerly Gympie Gold’s General
Manager of Gold BExploration, is now DYAguilar's Expicration Manager.

Gympie Gold holds about 25% of D' Aguiiar’s shares and views the D’ Aguilar ini-
tative as an exciting way 1o injiect new resources and ideas into the exploration
of the Gympie district,

PERSONNEL Senior management,

from right, Harry Adams
{Managing Director), Peter Hayes
{Chief Operating Officer),

Avyear ke 2002-03 makes exceptional demands on a small management team.
They responded with a drive and dedication of which | am most appreciative.

Fressures such as these also iead inevitably to the re-assessment by the Arthur Gillen (Chief Financial
Company and by individuals of roles and responsibifities. We have made a num- Officer) and lan Levy
ber of important changes. Peter Mayes has been appointed 16 the new position (General Manager, Corporate
of Chisf Operating Officer and Arthur Gillen has been appointed Chief Financial Development).

Officer. John Leach, who served the Company diligently for eight vears, retired
as Finance Director. Personnel numbers at Gympie Eldorado were reduced and
Rob Scargil was appointed General Manager, Gold Operations; Bruce McQuitty
was appointed Exploration Manager, Gold.

To my Board colleagues and to the Managing Director, Harry Adams, may |
express my appreciation for their efforts over the year.

Michas! Darfing
Chairman
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FINANCIAL PERFORMANCE

Key points regarding the Group's 200203 financial
performance are:

» Coal revenue increased 17% due to a better
FA/BUS exchange being achieved in 2002-03.
Coal revenue was much less than planned due o
production difficulties suppressing mine production
by 300,000 tonnes 1o 1.26 miliion tonnes and ship-
ping constraints delaying 100,000 tonnes of sales
intc the 2003-04 financial year;

» Total operating costs increased in line with higher
production and due o additional ground support
costs being incurred at Scuthiand;,

* Depreciation and amortisation charges increased,
reflecting increased production and the level of
capital spent on the operations in recent years;

» Increased borrowing cosis reflect interest paid on
the Convertible Notes for the first full yvear and a
higher level of Group borrowings; and

* The loss after tax of $22.9 million was most disap-
pointing and represents whal can only be
described as an unsatisfactory result.

The Group is poised for improved operating resulls
from 2003-04 because:

* Revenues are forecast to increase by at least 50%,
due mainly to higher coal production but also due
to continued marketing activities that add value 1o
both coal and gold products; and

« The new operating regime at Southland should
ensure production is increased substantially while
costs do not increase proportionately,

8 GYMPIE GOLD 2003 ANNUAL REPORY



FINANCIAL POSITION

The Company’s financial position at 30 June 2003 may
be summarised as follows:

Working capital of $5.3 millon. Receivables at the
end of June were more than usual as sales
increased sharply in June;

Total assets of $226.1 milllon related primarily to
$66.3 million of current assets, $86.5 miion fo
long-term gold assets and $65.2 milion o iong-
term coal assets;

Total liabilities represent 58% of total assets;

Of totad fiabilities of $131.0 million, $40.0 milion is
aftributable to the Convertible Notes which are
unsecured, subcrdinated and redeemable: $36.1

rition is attribuiable to secured term borrowings,

and the balance is a combination of revolving
trade finance fines, equipment leasing, trade cred-

itors and provisions; and

Total sharehclders' equity is $95.1 million.

CAPITAL STRUCTURE

I orger to restore the Company’s working capital, a
package of equity raisings totalling $15.2 million was
completed in May 2003, The initial component of this
raising was private placements fo professional
investors {as defined in Australian corporations law)
and several of the Company's Directors. The second
component was a Share Purchase Plan which pro-
vided the opportunity for alf eligible sharehoiders to
participate at the same price as the private place-
menis at $0.335 per share.

At 30 duns 2003, Gympie Gold Uimited had 206.4 milion ordinary shares on
issue and 12.0 million unfisted cptions.

HW Grouprevenue
Group operating costs

| ¥ Total assets
: Total Babifitios

Above: Group revenue is forecast

A total of 40.0 milion Convertible Notes are on issue and interest is paid qguar- to increase by more than 56%.
terly at a fixed rate of 8.5% per annum on the $1.00 par value. Noteholders may ~ Hiabilities of $131 million include
slect to convert their notes into Gympie Gold shares at the Conversion Rate of ~ $40 million for convertible notes.
1 note 1o 0.7567 of a Gympie Gold share. if the noteholder elects not to con- Below: Southland’s washed
vert the notes into Gympie Gold shares, then the Company will simply redeem coal stockpiles were more than
the notes at par value {$1.00) at the end of thelr five-year fife in September 2007. 200,000 tonnes at 30 June 2003,

FINANCIAL SUMMARY g



RISK MANAGEMENT

Operational management, including exploration and mine planning, is controlled
by our own personnet. Suitably qualified contractors provide support as appro-
prigte at our operations — Thiess at Southland Coal, Roche at Gympie Eidorado
and Kabana in the Gympie Gold® Gemstone venture.

A portion of future product revenues are hedged in $A in order to provide some
insurance. The general rationale of our hedging policies is to protect the com-
pany’s exposure where a change in product pricing would be damaging, but to
leave upside potential unhedged as much as practical.

Gold hedging has been
decreasing over the past four
years and now totals only
126,100 ocunces.

Goold revenue received {including by-product credits) for 2002-03 was $A5E2
per ounce, compared with the average spot gold price of $ASY2 for the year.

Gold hedging commitments were reduced by 94,000
ounces or 43% during 2002-03. Forward sales
tofalled only 126,100 ounces at 30 June 2003. These
Hedging as % of forward confracts are scheduled to be delivered at
FOSOLIEES i $AB20 per ounce and at a rate of 3,000 ounces par
month untit December 2006,

Oniy 18% of Minerat Resources at Gympie Eldorado
are subject to price caps (hedging commitments) —
down from 51% at 30 June 2000. The remaining 82%
and all additional gold discovered is fully exposed 1o
gold price movements.,

The contracts for Scuthland'’s coal are predominantly
in US dollars and the Company utilises currency hedg-
ing in order to protect the Australian dollar revenus
stream. Southland converted its 2002-03 $US receipts into Australian dollars ai
an average exchange rate of less than $A 1.00/30US 0.50.

At 30 June 2003, the Company had currency hedging in place of SUSST million
at an average rate of $A1.00/8US0.616, sufficient to cover approximately 1.5
million tonnes of coal sales. The positive marked-to-
market value of this position was $AS million at the
year-end spot rate of $1.00/US$0.667. Management
will continue to evaluate further short-term currency
hedging at appropriate levels to protect future revenue
in $A terms.

1¢
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SOUTHLARND

The Scuthiand Colliery is ocated near Cessnock in the Hunter Valley of New
South Wales and 65 Kilometres from Newcastle — the world's largest coal port.

Southland produces Australia’s lowest ash high-fluidity coking coal from the
well-known Greta Seam. Southland produces a superior coke blending coal that
permils steel producers 1o reduce costs by substituting our coals for some of
the more expensive hard coking coals. Southland’s coal also has other attrac-
tive properties suitable for the steel industry and also to sized-coal and electric-
ity generation markets.

The Greta S8eam has been in almost continuous production for over 100 years
and the Southland Colliery now exclusively holds all known reserves. The col-
liery currently has an infrastructiure capacity of over 2 million tonnes per annum
and Recoverable Coal Reserves of 41 milion tonnes.

In early 2001, Gympie Gold and Thiess entered into a strategic alliance whereby
Thiess invested $11 million to take a 10% joint venture interast in the Southland
Cofiiery.

Mat Thomas and
An alliancing contract between Gympie Gold and Thiess was iriggered in Steve Grant operating the
November 2002 as part of the turnaround of the then-problematic production continuous miner unit.

SOUTHLAND COAL 11



operations. This coniract covers the entire operation and provides the following
benefits to the project:

+ Full transparency in cost and performance measurement, through an open-
SOUTHLAND ook approach;

= Integration of the management teams of owner and contractor with owner-
leadership reinforced throughout;

+ Transparency of contractor's margin and administrative overheads; and
+ Integration of owner and contracter focus onto long-term planning.

Diraction of the joint venture now flows from an alliance leadership tsam headed
by Gympie Gold as the principal owner.

OPERATIONS

Longwall production for 2002-03 totalled an unsatisfactory 1.26 milion tonnes
of run-of-mine coal. Even though this was a 23% increase on the previous vear,
it was much less than the forecast production of 1.5 million tonnes.

Coal production was severely restricted from September 2002 to February 2003
due to:

+ | ongwall face stability problems, primarily relating to a zone of poor ground
conditions {low angle in-seam shearing); and

* The longwall unit being moved to mine through this zone at a higher level in
the seam, pending regulatory approval of improved ground support tech-
niques which were introduced in January 2003,

)

Barels in lop part -
of coal yeam

i

Above: Bob Butcher, Mine
Manager of Southland Colliery.

Right: The coal seam currently
being mined is much thicker than
the area mined prior to 2001,

The zone had been anticipated in the mining plan but its impact was under-esti-
mated, as mining in plus-6 metre thick sections of the seam has been con-
ducted for less than 18 months. Based on operational changes, experience
gained and independent advice, Southland should now be able 1o afficiently
mine through similar zones when encountered in the future. This was indeed
found o be the case in May 2003.

The Southland Colliery has performed well under a new operating regime since
the longwall unit was re-positioned
back on the seam floor in mid-
February 2003. An average of
192,000 tonnes per month was pro-
duced for the remainder of the vyear,
well above budgeted rates,

Increased reliability of production
flowed from the new operational
regime which included the following:

= Conversion of longwall operations

12 GYMPIE GOLD 2003 ANNUAL REPORY
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'SOUTHLAND COLLIERY MINE PLAN

from & 5-day roster to a continuous 7-day roster increased the annual pro-
duction capacity of the operation, by approximatsly 20%:

* pechanical improvements to the longwall unit and upgraded maintenance
systems which have enhanced operational reliability;

« New rapid recovery strata fill technigues have been introduced; and

* Bringing forward the alliance contract with Thiess, triggering an open-book
approach and integration of cur respective management feams.

Strong production since February 2003 has permit-
ted the establishment of a washed coal siockpile of
more than 200,000 ionnes, which will allow
Southland to balance shipments with reduced pro-
duction during the longwall transfer to the next pansl
{8L4) in September—October 2003.

The washery plant vield for 2002-03 exceeded 80%,
reflecting the low ash of the Greta Seam coal,

Development of the SL4 longwall panel was completed in May 2003 as sched-
uled. This was achieved even though one confinuous miner unif was utilised for
most of the year, rather than the two planned units.

Longwait face equipment purchased during the year will be used o upgrade the
existing longwall unit in September 2003, This equipment is in near-new condi-
tion and will replace a 80 metre section of the 220 metre longwall. The overail
cost of this major upgrade is approximately $10 milfion, substantially fess than the
cost of an entire new longwall unit. This project is expected to further increase
the longwall’'s reliability and its ability to cope with varying ground conditions.

A pre-feasibility study was completed for a proposed 2 million tonne opan-cut
operation on an established mine lease. Final feasibility studies are being under-
taken and wili be followed by the regulatory approval process. In addition, long-
term plans are being developed for Southland’s large freehold land holdings in
the Hunter Valley.

SOUTHLAND COAL 13



The recently purchased, MARKETING

near-new longwall face Southiand produces Australia’s lowest ash, high-fluidity coking coal from the
equipment in the process Greta Seam in the Hunter Valley. Southland's product range includes Bellbird
of being refurbished. Premium Coking Coeal, Southland Semi-Soft Coking Coal, Southiand PC! Coal

(Pulverised Coal Injection), Scuthland Sized Coal and 1o a lesser degree low-
ash, high-energy thermal coal. Southland's coal is also in demand by other pro-
ducers shipping coal from Newcastle in order fo upgrade their export products.
This diversified product mix provides the mine with a
long-term strategic role as an exporier of high-quality
coking coal.

As an independent coal company, Southland Cosdl is
able to add value to its products by its flexibility and

1 ability to service a wide range of worldwide markets,
in particular North Asia, Europe, South America and the domestic market. Greta
Seamn coal retains its fluidity for an exceptionally long period, thereby faciitating
penetration into Europe and South American market segments as an attractive
coke-biend component.

Southland Coal's Bob Beynolds
{General Manager - Marketing}
and Kim Daven {Chief Financial
Officer - Seuthland) with coal
stockpiles in background.
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Southland Sami-Sofl Coking Coal

cuthiand Sermi-Hard Goking Coa
Bellbird Pramiorm L
Other Australisn producers

A diversified customer base and product mix enables Southland to:

* Protect its average pricing by managing the product mix as demand
changes; and

* Reduce the risk of over-exposure to a particular market segment or country.

Coal sales (including purchased coal) were 1.268 milion tonnes for 2002-03 and
sales are expected 1o increase 1o over 2 million tonnes for 2003-04.

The demand for coking coal has remained firm during 200203 due to the
wotldwide steel industry producing at full capacity, predominantly driven by
China's booming economy. Strong coking ccal demand combined with
Southland’s product mix and niche marketing strategy should continue 1o pro-
tect product pricing as sales increase substantially over the coming year.

OUTLOOK

Southland is now well placed to reap the bengfits of the investment made since
the establishment of the colliery in 1998. Large stockpiles are now in place to
cover the scheduled production hiatus when the longwall unit is moved from
panel 513 1o pansl SL4, which is expected to take approximately 6 weeks dur-
ing September/October 2003, Longwall panel SE4 was fully developed by June
2003 and contains about 1.7 million tonnes of coad.

The improved operating regime and the imminent upgrade of the longwall unit
should increase the production efficiency and its ability to cope with varying
ground conditions.

Southland’s planned 2003-04 financial year production is 1.8 to 2.2 milion
tonnes. The operation aims to achieve healthy profif margins as production
increases as Southland has a high proportion of fixed costs,

Recoverable Coal Resarves of 41 million tonnes indicate that Southiand Coal will
be producing premium quality coal for the long term.

longwall panel SL3 will be
completed in September 2003
and then longwall panel SL4 will
provide the remainder of the

1.8 to 2.2 million tonnes of
production planned for 2003-04.

SOUTHLAND COAL



Bean McKay ({Training Officer)
trains Bave Turnbull {Loader
Onperator) on the remote
operation of a Toro loader.
Gympie Eidorado operates two
of these loaders in order to
maximise ore recovery from
stopes while ensuwring the
safety of the operator.

Gympie Gold is dedicated to continually improving all aspecis of its businesses,
focusing on the principal objective of generating superior returns for sharshold-
ers while maintaining a strong sense of social responsibility and accountability.
The Company’s performance indicators reflect an approach which fully inte-
grates the economic and other aspects of prospercus long-term businesses.

PEOPLE

Cur achievements to date and our prospects for further success are attributable
to teams of excellent people. Performance is measured in ways which empha-
sise the accountability of teams.

Al Southland, the Company moved to a full “afiianc-
ing” arrangement with mining contractor Thiess in
November 2002. This contract sets the framework for
the longer-term optimisation of the mining operation at
Southland. We alsc reached a new enierprise bar-
gaining agreement with the site workforce during the
year.

Al Gympie Bldorado, completion of the Lewis Decline
and the need to make the operation more cost-efficient
has required the workforce to be reduced substantiafly. Unfortunately this
included some Iong-serving staff and condractors. The result s a leaner and
more-focused management and workforce at the operation.

TRAINING

Gympie Gold ensures that employees and contraciors have access fo training
that assists in developing skils in all aspects of the business including produc-
tivity, safety, health, social and environmental matiers.

Site enterprise agreements raeinforce our philosophy of continuous improvement
in operational efficiency and safety largely through the flexibility of work practices.

16
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SAFETY

We are striving to eliminate all iniuries and continually improve occupational
heafth.

Alter several years of improvement, Gympie Eldoradoe’s safety performance was
steady with a lost time njury frequency rate fnumber of hours lost per million
hours worked) of 15 for 2002-03, the same level as the previous year. An inde-
pendent audit of core physical risks has led o a priotitised action-list.

Southland has achieved zero lost-time injuries over the
2002-03 financial year. This is a magnificent achieve-
ment and a great fribute to the high level of risk aware-
ness of the workforce and management of the mine.
Further programmes of improvements in the risk profile of the mine are being
conducted this year. These include behaviour-hased safety initiatives.

ENVIRONMENT

Gympie Gold constantly monitors the environmental impacts of its operations
and is committed to continual improvement of iis environmental performance.
Al areas not required for ongoing operations are progressively rehabilitated,

Over the past few years Gympie Gold and its subsidiaries have received public
recognition for environmental excellence. At Gympie, the Company is especially
proud of its rehabilitation of exploration sites and having the lowest cyanide levels
in tailings waters of any gold mine in Australia.

Southland Coal has removed over 300,000 tonnes of old coal refuse and reveg-
etated more than 56 heclares of land associated with coal production by previ-
oS oparators over some decades. Southland is planning 1o use water pumped
from the underground mine for the coal preparation process. This recycling of
mine water along with the harvesting of rainfall would provide ali industrial water
required for the operation.

COMMUNITY

Our mining operations are an integral part of the communities of Gympie,
Queensiand and Cessnock, New South Wales. We are one of the largest single
empilovers and contributors {0 the economies of these districts.

Both Gympie Eldorado and Southland Coal have overcome major challenges in
successfully re-starting gold and coal production from these histeric mining dis-
tricts. We work hard 1o openly communicate and to maintain our reputation as
good corporate citizens in these communities, which draw heavily on mining for
economic activity and social context.

i
B Gympie Eldorade
" Average for Queensiand
-medalliferous underground
%)

The safety of employees is
paramount and safety
programmes are regularly
reinforced in different ways.

CONTINUAL IMPROVEMENT
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Senior Geologist Pat Stidelph
in front of the mineralised white
quartz forming inglewood ore.
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Gympie Hdorado is located at Gympie, 180 kilometres north of Brisbane,
Queansland and is 100% owned by Gympie Gold.

The obiective at Gympie is to discover and develop large, high-profit gold
orebodies. Exploration of the Gympie Goldfield advanced significantly during
200203 as the major Goldfield “ore feeder”, the Inglewood Struciure, was dis-
covered along strike to the north and south of the current mine area. Gympie
Fidorado’s actual cost of discovery to date is only $18 per ounce of resource.

Mining operations provide invaluable working knowledge of the mineralisation
systems and is an integral part of exploring the multi-milion ounce potential of
the high-grade Gympie Goldiield. Gold production is currently about 50,000
GUNCES per year,

The Lewis Decline {funnel access) was connected to the deeper workings of the
Monkland Mine ahead of schedule in Decamber 2002, The deciine allows a
large area of the Gympie Goldfield to be drilled more cost-effectively from mul-
tiple tocations underground and tunnel access can readily be extended in vari-
ous directions arcund the Goldfield. The operation can now be scaled up
relatively quickly as and when additional orebodies are delineated as the
hautage capacily of the decline is much greater than that of the existing shafis.
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GYMPIE ELDORADO EXPLORATION

The Gympie Goldfield is considered 1o be very prospective for the discovery of
orebodies containing more than one milllon ounces of gold because:

+ Historical production has vielded more than four million ounces of gold;
* podern exploration indicates strong potential for substantial discoveries;
* (Geclogical controls on mineralisation are now much better understood;

* The known boundaries of the Goldfield have already been extended even
though i is very sparsely drill-tested away from the current mine area; and

* First-pass driling away from the current mine has intersected the major ore
feedet, the Inglewood Structure, with 4.3 kilometres of strike-length having
dri-intercepted gold mineralisation. Interpretation of geophysical data
strongly indicates that this major ore-bearing structure, open at depth, con-
tinues further in both directions.

Tenements covering a ten-kilometre by four-kilometre area surrounding the
Goidfield are 100%-owned by Gympie Gold. Inside the front cover of this report
are diagrams iliustrating the largely uniested prospectivity of this major goldfisld.
Our fenements have been expanded o the south in order to cover recently
recognised potential.

Substantial prospects ideniified in the Gympie
Goidfield range from conceptual targets to actual dis-
coveries which, In total, may host over six million
ounces of gold. Most individual prospects are in low
confidence categories {“high risk™ due fo fimited
driling but small zones of North Inglewood and
Partridge are more advancad and have already been
proven ug 1o ore reserves status. Overall, the fikelihcod of a major discovery is
considered to be high and we are reasonably confident of discovering at least
two million ounces.

The primary exploration aim is to discover a major new gold ore system analo-
gous 1o the Inglewood-Stockwork—Gympie Vain orebodies in the current mine
area which has yielded 2 million ounces historically.

Atotal of $5.7 million was spent on exploration in 2002-03, of which approxi-
mately two-thirds was spent on grassroots exploration. Limited funds have con-
strained exploration expenditure since early 2003, curtaling the ambiticus
three-year $25 million exploration program announced in August 2002, Drilling
has since been restarted and is kely to increase when exploration results war-
rant it and as funds become available.

-
o

Hali Snowball (Field Services
Supervisor) and Scel Snowball
{Senior Field Assistant} taking
soil samples with a mechanical
auger. The results identify areas
enriched in gold and assist
drilling of prospective areas
beneath swrface cover.

GYMPIE ELDORADO GOLD
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Diamond drilling at North
inglewood supervised by

Steve Groves (Project Geologist)
and Jason Becktion (Senior
Exploration Geologist).

ORE TYPES AT GYMPIE
East - West Cross Saction

S0 108105

ympie Yeing

inglewosd Dyke

Narrow feeder channels, such
as the Inglewood Lode, were
the source of nearly all of the
ore processed until stockwork
ore provided the majority of mill
feed during 2002-03. Higher-
grade ore from Gympie Veins
provides Gemstone and a
sweetener to gold production.

Gympie Veins, the Inglewood Lode and Stockworks are the three types of ore-
bodies mined to date in the Gympie Goldiield, The sustained modern explo-
ration effort at Gympie has provided strong understanding of the rock types and
conirols on mineralisation summarised as {cfiows:

1.

Curra Plate Sediments contain un-mineralised shales and iimeastone that
wera thrust over the Productive Beds by the Curra Break fault, thus con-
cealing part of the Goldfield and large areas with exploration potential.

Productive Beds comgprise carbon-bearing sediments and volcanics which
help Gympie Veins to form and become highly enriched in gold. Gympie
Veins were mined by the old-timers and are ralied on for high-grade ore and
rare oocurrences of Gympie Gold® Gemstone.

Lower Volcanics contain many guariz veins which are often low grade,
probably due to the lack of carbon.

Highbury Basalis underlie the Lower Volcanics and the entire Goldfield but
wera only recently recognised as prospective when deep drillholes inter-
sected guartz veins with economic gold grades similar 0 Inglewood ore
shoots.

The Inglewood Structure transects the Goldfield and hosts the major
Ihglewood Lode. Steep north-plunging zones of richer ore called “ore
shoots” typically occur within the Inglewood Lode at & 250 to 300 metlre
spacing. These shoots typically contain 50,000 fo 150,000 cunces of gold
at grades of better than 8g/t gold and at widths from 1 fo 5 metres.

Stockwork orebodies are zones of multiple close-spaced, north-south strik-
ing gold-rich guartz veins (*Gympie Veins”). Stockworks can form massive
orebodies up to B0 metres wide and Stockwork zones typically contain from
30,000 1o 300,000 ounces of gold at grades from 5g/t to 1bg/t.

The areas considered 1o have highest potential for significant discoveries in
the short term include:

s Continuations of the Inglewood Lode at depth, and along strike to the north

and south, including associated large-tonnage Stockwork orebodies and
high-grade Gympie Veins.

Drill-intercepted mineralised systems parallel to and anaiogous to the
Inglewcod-Stockwork—Gympie Vein ore system in the Southern Gympie
Goldfield, such as the Partridge Graben prospect where an initial resource of
79,000 ounces has already been delineated.

Elsewhere in the known gold-bearing productive beds of the Gympie
Goldfield.
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RESCURCES AND RESERVES
AL 30 June 2003, Mineral Resources totalled 686,000 cunces and Ore Reserves

totalled 161,000 ounces. Key changes over the past year include:

* The processing of approximately 60,000 ounces from Reserves which rep-
resents about 95,000 ounces from Rescurces;

= Poor near-mine exploration results around the Lewis Decline. The old-timers
had exploited more than we anticipated in this remnant mining zone; and

* The large extansions discovered 1o the Inglewood Struciure north, south and
at depth, which for the most part do not yet constitute resources.

Jim Dugdale (Mine Geology
Manager) researching
historical mining records in the
company’s library.
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GYMPIE ELDORADO OPERATIONS

DEVELOPMENT

Mire development totalled 7,432 metres for 2002-03 and is expected to
decrease 1o approximately 5,000 metres for 2003-04, reflecting the compietion
of connecting the Lewis Decline to the deeper workings of the Monkland Mine.

The Lewis Decline accessed some ore that was mined in 200203 but, apart
from that, near-mine exploration off the decline has been relatively unsuccessful
because it was focused on remnant zones in areas extensively mined histori-
cally. The Lewis Decline’s principal role is to continue to:

= Assist exploration for new orebodies by allowing a large area of the Gymipie
Goldfield to be driled more cost-effectively from underground;

+ Provide the starting point to readily extend tunnel access in additionad direc-
tions as new ore zones are discovered;

+ Provide the infrastruciure o scale-up gold production relatively guickly when
additional orebodies are delineated as the haulage capacity of the decline is
much greater than that of the existing shafts;

+ Agcelerate the conversion of the gold resource base info ore reserves and
production; and

* Fnable improvements, such as in ventilation and haulage, 1o current mining
opergtions by supplementing shaft access to the Monkland Mine.

Adocus of development at the Monkland Ming during the year was development
on the inglewcod Lode in the Museum Shoot.

PRODUCTION

The primary ore source for 2002-03 was Stockwork
Binck BA, which was the first Stockwork orebody dis-
covered and developed at Gympie and marked the
arrival of modern bulk-mining to the project. The first
stoping block had an average width of more then 30
metres, compared with average stoping widih of
under 3 metres for the 250,000 ocunces mined since
modern opearations commenced in 1895,

Internal grade variability within the Stockwork orebody
led to grade mined to date being about 2.8g/t less than the 11.5g/1 initially fore-
cast. Reserve modsliing techniguas have been calibrated accordingly.

Fecord gold production of 55,368 ounces was achieved for 2002-03 at a cash
operating cost of $350 per ounce. This 7% increase in gold production over the
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previous year was due {0 increases in ore mined and mill throughput, partially
offset by lower mill recovery and head grade.

Increased mill throughput reflects the recent modifications to the grinding, grav-
ity and leach circuits. Throughput for 2002-03 was doubie the level achieved in
2000-01. There is scope to further increase throughput as mill capacity is now
approximately 300,000 tonnes per annum.

Goid recovery dropped to 88.7% as Stockwork ore provided 71% of mill feed,
compared with the primary ore source for the previous year being relatively high-
recovery {94.5%) Inglewocd ore.

Head grade decreased 10 7.67g/ goid from 8.54¢/1 gold the previous year.

B Gold production
<-Cash operating
o8t per olnce

OUTLOOK

Exploration will continue to be the driving focus of activities at Gympie.
Prospacting activities will include near-surface exploration of already-identified
prospeciive large structures away from the mine, follow-up drilling of structures
gdiacent to the mine and exploratory development of
drill-intercepted structures in the mine.

Inglewood ore and Stockwork ore are each planned to
provide about half of mill feed for 2003-04.

Mining operafions provide a platform for exploring the Gympie Goldfield. Gold

production for the 2003-04 financial year is expected o continue at about Matt Houston (Contract
50,000 ounces. In subsequent years gold production will be managed up or Geologist) taking core
down to optimise exploration. orientation measurements.
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Jewellery from the “Gympie Gold®
Jewellery Collection” -~ made
exclusively from gemstone, gold
and siiver mined from the Gympie
Eldorado mine.
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GYMPIE GOJ
GEMSTONE

The Gympie Goldfield is famous for the occasional extracrdinarily rich vein of
native gold in pure white quanz. Rare zones of these rich veins were mined in the
late nineteenth century and labelled “jewsllers’ shops”. Since 1897, Gympie Gold
has discovered several of these “jewslers’ shops™. Instead of simply processing
this rare gold-in-quartz along with the other ore from the Gympie Eidorado mine,
value has been added by separately marketing this gold-in-guartz.

in 2000, Gympie Gold Limited established a process-
ing and marketing alliance with Kabana, one of North
America's leading infay and high-end jeweliery special-
ists. Pure quartz blocks with naturally occurring veins
of gold are extracted from the mine, prepared using
our proprietary technclogy, cut into thin slabs and then
sold as gemstone 1o jewellery manufacturers.

Gympie Gold® Gemstone is now sold worldwide and demand has grown steadily.
Growih of this business is currently constrained by the supply of “lawellers’
shops” material and prices have Deen increased accordingly. Gympie Gold®
Gemstone is marketed in the same channels as higher-quality Australian opals.

In order to capture more value from this rare product, the “Gymple Gold®
Jewellery Collection” was launched during 2002-03. This exclusive fine of jew-
gllery is manufactured from gold and silver supplied only from our Gympie
Eldorado mine in Queensland with Gymple Gold® Gemstone inlaid to create
unique designs. nnovative designs and state of art craftsmanship have provided
an exclusive range of jewellery for both men and women, contrasting the nat-
ural beauty of white guartz and the glimmer of gold, with some designs
enhanced by diamonds. This range is marketed exclusively by Gympie Gold and
is easily recognised by the “Gympie” halimark.

To our knowledge, Gympie Gold Limited is the only mining company in the world
that markets and seils jewellery manufactured from metal and gemstone from its
mining operations.

The Gympie Eldorado mining team remains focused on finding more of this rare
stone and the Company is confident that this business will continue to grow.

Gemstone team, from left,
Stope Miners Steve Mincher,
Adam Jones, Steve Jenhno,
Charlie Cumner with

Glenn Hampton (Shift Boss),
John Ingram {Mine Geologist),
Gary Hall {General Manager,
Gemstone).

GYMPIE GOLD® GEMSTONE
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¥ Aguilar Gotd Limited, 25%-owned by Gympie Gold, is a new exploration com-
pany focused on the discovery of large, bulk-mineable gold-copper deposits in
southeast Queensland.

Since 1 July 2003, D'Aguilar Gold has completed a $4
million inftial public offering of shares and listed on the
Australian Stock Exchange.

D'Aguitar holds 2,000 sgquare Kilometres of prospec-
tive ground centred on Kilkivan, some 50 kilometres
west of Gympie. Gympie Gold has invested seed capital in IYAguilar and, sub-
ject to regulatory consents, has agreed o transfer 220 square kilometres of ten-
ements to D'Aguilar. These tenemenis contain three porphyry-style, bulk
tonnage, gold-copper prospects in the Gympie district and complement the
prospects already owned by D'Aguilar.

Gymipie Gold will be D'Aguitar's largest sharehoider with approximately 25% of
the company and has appointed two Directors to its Board. This enables
Gympie Gold fo focus on expioration of the high-grade Gympie
B O geiter Gold tenesnents. | Goldfield system while providing our sharsholders with expo-

s Doy | sure to I'Aguilar Gold's large portfofio of porphyry-style targets
B Gymole Golds { i in the region — an expansion of the Company’s gold exploration
- potential.

Heliai

From right, Nicholas Mather {(Managing
Director - D’Aguilar Gold}, Pia Waistel|
{Office Manager ~ D'Aguilar Gold) and
lah Levy (Director, D’Aguilar Gold and

D’Aguilar Gold’s large tenement General Manager, Corporate
position in the Gympie region Development ~ Gympie Gold).
complements Gympie Gold’s

100%-owned tenements centred

on the Gympie Goldfield.
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ISSUED CAPITAL

AL 30 June 2003, Gympie Gold Limited had on issue 206.4 milion ordinary
shares, 12.0 milfion unlisted options at various exercise prices and 40.0 million
convertible notes.

Interest on the convertible notes is paid at the end of each calendar quarter at
a rate of 8.5% per annum on the AS1.00 face value. Noteholders may elect to
convert thelr notes inte Gympie Goid shares at the Conversion Rate of 1 note
to 0.7567 of a Gympie Gold share. If the noteholder elects not to convert the
notas into Gympie Gold shares, then the Company will simply redeem the notes
at par value ($1.00) at the end of their five-year life in September 2007,

STOCK EXCHANGE LISTINGS

Gympie Gold Limited’s shares and convertible notes trade on the Australian
Stock Exchange (ASX) and the Alternative Investment Market (AIM) of the
Londen Stock Exchange with the foliowing codes:

Exchange Shares Noies
ASX GYM GYMG
AlM GGED GGDA

CONTINUOUS DISCLOSURE

Gympie Gold is committed to ensuring that shareholders and the financial mar-
kets are provided with full and fimely information about its activities. In recogni-
tion of the guality of this disclosure, Gympie Gold received in July 2003 the
Australian Mines Handbook Award for the best quarterly report.

During the 2002-03 financial year, Gympie Gold Limited lodged motre than 30
annocuncements with the Australian Stock Exchange and London Alternative
Investment Market (AlM).

Al major reports, announcements and presentations are posted on the
Company's website {www.gympiegold.com.au) soon after release to the
Australian Stock Exchange and AlM.

If you would like T0 be notified Dy email of new information being posted on the
website, simply send an email to info@gympiegold.com.au with “subscribe
emaif alerts” and your name typed in the body of the emall.

SHAREHOLDER INFORMATION
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DIRECTORS

Michael Darling Chairman

Harry Adams Managing Director
Peter Cadwallader  Director

Chris Rawilings Director

Roy Woodall AO Director

Anne Adaley Company Secratary

FURTHER INFORMATION ON GYMPIE GOLD
Visit www.gymipiegold.com.au or coniact:

Mail:  Level 9, Gold Fields House
1 Alfred Streat Sydney NSW 2000

Tel: +81 2 9251 2777
Fax:  +81 2 9251 2666
Email:  info@gympiegold.com.au

SHAREHOLDER ENQUIRIES
Computershare Investaor Services Pty Lid manages both the share register and
the convertible note register for Gymple Gold,

Creties regarding number of shares held, change of address and other matters
regarding your shareholding should be directed to Computershare. You can
access required forms and information regarding vour shareholding on their web-
site at www.computershare.com, or aliernatively contact Computershare at:

AUSTRALIA
Tel: 1300 557 010 (within Australia)
+81 3 9615 5970 (outside Australia)
Mail: Levet 2, 45 St Georges Terrace
Perth WA 6000

UNITED KINGDOM
Tel:  0870-702G 603 (within UK}
Mail: PO Box 82, The Pavilions, Bridgewater Foad
Bristcl BS9S 7NH

ANNUAL GENERAL MEETING

The Company's 2003 Annual General Meeting will be held in the Macguarie
Graduate School of Management, Level 6, 51-57 Pitt Strest, Sydney on
Tuesday 25 November 2003 at 10.30am.

The business of the mesting is detailed in the Notice of Mesting mailed to share-
holders with this Annual Report.
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DIRECTORS’ REPORT
as at 28 August 2003

Your directors submit their report for the year ended 30 June 2003,

DIRECTORS
The following persons were directors of Gympie Gold Limited during the financial year and up to the
date of this report:

Michael Barting (Chairman}

Hachelor of Arts in Law {Oxon}

Master of Business Administration (Harvard}

Mr Darling has been Chalrmnan of Gympie Gold since 1990, He is also Chairman of portfolio invest-
meni company Caledonia investments Limited.

Harry Adams (Managing Director)

Bachelor of Commerce Finance and Systems (UNSW!

Master of Business Administration (AGSM)

Mr Adams has been Managing Director of the Gympie Gold group since September 1995 and a
Diractor since July 1980, Me is Executive Chairman of the Company's subsidiaries Gympile Eldorado
Geid Mines Pty Uimited and Southland Coal Pty Uimited. Mr Adams has previously served as chief
executive, development manager, invesiment manager and non-executive director in several growth
companies. Mr Adams is also Deputy Chairman of the Australian Gold Council.

Peter Cadwallader

Bachelor of Economics

Feliow of the Institute of Chartered Accountants

Mr Cadwallader, a director since 1971, has extensive experisnce in the finance, accounting and
investment fields. e is Chalrman of the Group's Audit Committes, and is a director of a number of
othar companies.

Roy Woodall AO

Bachelor of Science {Hons) University of Western Australial

Master of Science {University of California, Berkelay)

MrWoodall was appointaed a Director of Gympie Gold Limited on 8 March 2000. Mr Woodall is expe-
rienced in both mining geology and mineral exploration, including 33 vears in axploration manage-
ment positions. Mr Woodalt has been a Director of WMC Resources Limited and is a director of
Bothschild Australian Golden Arrow invesiors Limited and Global Resources Fund, Strike OfF NL,
and Fendigo Mining NL.

Dr Christopher Rawlings

Bachelor of Science (Ph) {University of Newcastie)

Feliow of AusivM

Feliow of the Australian Institute of Company Directors

Dr Rawlings was appointed a Director of Gympie Gold Uimited on 13 June 2001 and he is Chalrman
of the Group’s Fhysical Risk Committee. Dr Bawlings has over 22 years exparience in the Australian
coal mining industry, including 6 years as Managing Director of South Blackwater Coal Umited and
8 years as Managing Birector and Chief Executive Officer of QCT Rescwces Umited. Br Rawlings
is also a Director of Uniquest Pty Limited, JK Tech Pty Limited, Chalrman of Renison Consolidated
Minas NL and O'Aguilar Gold Limited and Acting Chief Executive Officer of Australian Magnesium
Corporation.

John Leach (Resigned 26 June 2003)

Bachelor of Arts in Economics

Master of Business Administration

Member of the Instilute of Chartered Accountants

Feliow of the Australian Institute of Company Directors

Mr Leach joined Gymple Goid Limied in Octocber 19895 and was appointed a Direcior on 158
September 1998, He has over 20 years experience in senior financial and executive divecior posi-
tions with several listed Australian mining companies. Mr Leach was Finance Director of Gympie
Geid Umited and executive director of the Company’s subsidiaries Gympie Eldorado Gold Mines Pty
{Limited and Southland Coal Pty Limited from 1 July 2002 to 26 June 2003,
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DIRECTORS’ REPORT
as at 28 August 2005

INTEREST IN THE SHARES OF THE COMPANY AND RELATED BODIES CORPORATE

At the daie of this report the interests of directors in the shares of the Company and related bodies
corporate wera:
Gympie Gold Limited

Ordinary Options over
Director shares ordinary shares
MG Darling 51,356,581 -
H Adams 3,326,280 4,000,000
P C Cadwallader 492,635 -
R Woodall 283,115 250,000
C Rawiings - -

MEETINGS OF DIRECTORS

The foliowing table indicales the number of meetings of the Company’s direciors held during the
year ended 30 June 2003, and the number of mestings attended Dy each direcion:

Number of Meetings Held 14
M G Darling 12
H Adams ** 13
P C Cadwallader 14
JE Leach ™ 14
R Woodall 13
G Rawiings ™ 14

* Member of the Audit Committes. The Audit Commitiee of the Board of Directors mat on five
occasions during the year with all members attending each meeting.

* Member of the Physical Risk Committes. The Physical Bisk Commitiee of the Board met on five
occasions during the year with all members attending each meeting.

The Remuneration Committee consists of Chairman of the Beard Michael Darding, Chairman of the
Audit Committee Peter Cadwallader and the Managing Director Harry Adams. The commitiee met
on three cccasions during the year with all members attending the meetings.

PRINCIPAL ACTIVITIES

The principal activities within the consclidated entity in the course of the financial year were explo-
ration for, mining and marketing of, gold and coal reserves,

RESULTS AND DIVIDENDS - GYMPIE GOLD LIMITED

The consolidated loss after tax for the financial vear was $22,858,00C (2002: loss of $2,490,000)
This is after a tax benefit of $1,818,000 (2002: tax benefit $813,000).

No dividends were declared or paid during the financial year and the directors recommend that no
dividend be paid in respect of the financial year ending 30 June 2003 (2002: nifl.

GYMPIE GOLD 2003 FINANCIAL AND REBCURCES REPORT



DIRECTORS’ REPORT
as at 28 August 2003

REVIEW OF OPERATIONS AND SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
Key points regarding the Group's 2002-03 financial performance are:
* Gold revenue increased 8% as an additional 4,248 ounces wera sold;

»  Coal revenue increased 17% due to a better 8A/SUS exchange being achieved in 2002-03. Coal
revenueg was much less than planned due to production difficulties suppressing mine production
by 300,000 tonnes to 1.2 milion tonnes and shipping constraints delaying 100,000 fonnes of
sajes into the 2003-04 financial year;

» ‘lotal operating costs increased in line with higher production and due to additional ground sup-
port costs being incured at Southland;

* Depreciation and amortisation charges increased, reflecting increased production and the isvel
of capital spent on the operations in recent years,

* Increased borrowing costs reflact interest paid on the Convertible Notes for the first full year and
a higher level of Group borrowings; and

»  Group loss after tax of $22,658,000 was most disappointing and represents what can only be
dascribed as an unsatisfactory resuii.

The Group is poised for improved profitatzlity from 2003-04 because:

* Revenues are forecast to increase by at keast 50%, due mainly to higher coal production but also
due to continued marketing activities that add value to both coal and goid products:

+ Yhe new operating regime at Southland should ensure production is increased substantially
while costs do not increase proporticnately; and

* Gymple ldorado's recent mechanisation and restructuring is achieving operating cost efficien-
cies;

Total assets increased by $23,201,000 (11%) during the year, mainly due to!

+ 515,364,000 increase in trade debtors and inventories, due o above-budget coal production
during the June 2003 guarter and timing of coal shipments;

*  B15,727.000 increase in the carrying value of gold exploration and development, reflecting the
significant driling of the Gymple Goldfield and development of the exploration decline under-
faken during the year;

* 8,376,000 increase in the camying value of property, plant and equipment, primarily relating to
tha purchase of a new shearer and replacement longwall components for the Scuthland Colliery,
and

* Partially offset by a $17,744,000 decrease in cash.

Total Habilifies increased by $28,987,000 (30%) during the year Thiz was mainly due to a
$20,144,000 increase in borrowings, reflecting the draw down of a corporate loan facility.

Borrowings at 30 June 2003 totalled $24,699,000, comprising $36,088,000 of secured medium-
term loans, 87,346,000 of equipment leasing, $11,267,000 of non-recourse stock/debiors revolv-
ing finance and $40,000,000 of unsecured convertible notes redeamabie in 2007,

Sharehclders” equity decreased by $6,738,000 {79%) during the vear, which reflects the net loss of
$22,858,000, partially offset by a $16,223,000 ncrease i contributed equity, primarly fom the
placements and Share Purchase Plan completed during the June 2003 quarter.
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DIRECTORS’ REPORT
as at 28 August 2005

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

[rAguitar Gold Uimited was listed for trading on the Australian Stock Exchange on 21 August 2003,
Three exploration areas were sold to D'Aguilar for $1,600,000 pald in 0’Aguilar shares at the listing
price of 30.20 sach for 7,500,000 ordinary shares, which maintains Gymple Gold's ownership of
[Aguilar at approximately 26%.

Mo other matters or circumstancss have arisen since 30 June 2003 that have significantly affected
or may significantly affect:

ar the consolidated Company’s operations in future financial years: or
b the resuits of those operations in fuiure financial years; or
¢ the consolidated Company’s state of affairs in future financial years.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The review of operations foreshadows possible developments in the operations of the consolidated
antity but the directors are nct in a position to refer more expansively to the expected results of those
developments. The directors are of the opinion that any further information as to lkely developments
in the operations of the consolidated entity are likely 1o prejudice the interests of the Company and
the consolidated entity, and accordingly have not included any additional information,

ENVIRONMENTAL REGULATION AND PERFORMANCE

The Company and #s conirolled entities hold environmental permits as part of mining fenemants
issued by the Queensiand Department of Natural Resources and Mines {for Gympie Eldorade Gold
Minas Pty Limied) and the New South Wales Department of Mineral Resources (for Southland
Caolilery and the closed Fifield Magnesite Minej. All operations are subject to general cbligations
under the Clean Waters Acts, local councit ordinances, EBnvironmental Protection Authorities,
Departments of Land and Water Conservation and commaon [aw.

The environmental permits set standards for process water discharges, tallings dams managemaent
and enginearing requirements, rehabilitation obligations and environmental practice relating o the
operations. There have been no known breaches of the environmental permits and obligations.

The Company is proud io have been acknowledged several times by government authorities, com-
munity and industry bodies as having achieved high standards for environmental performance at its
operations in Gympie, Queensland and at Southland Colliery in the Hunter Valley of New South
Walaes. At Gympie, the Company is especially proud of its rehabilitation of exploration sites and hav-
ing the lowest cyanide levels in tailings discharge waters of any gold mine in Ausiralia.

Gympie Gold constantty monitors the environmental impacts of its cperation and is committed o
continual improvernent of its environmental performance. Al areas not required for ongoing opera-
tion are progressively rehabilitated.

Southiand Coal has removed over 300,000 tonnes of old coal refuse and revegetaled more than 50
haectares of land associated with coal production by previous operators over some decades.

INDEMNIFICATION AND INSURANGE OF DIRECTORS AND OFFICERS

The Company has agreed to indemnify all directors and officers of the Company, on a full indemnity
basis and 1o the full extent permitted by law, for all iosses or liabiliies incuned by that person as an
officar of the Company or of a related body corporaie including, but not iimited 1o, a liability for neg-
ligence or for reasonable costs and expenses incurred:

ar in defending procesdings, whether civé or criminal, in which judgment is given in favour of the
person or in which the person is acquitted; or

by in connection with an application, in relation to such proceedings, in which the Court grants relief
to the person under the law.

The insurance policy does not contain details of the premiums pald in respect of individual directors
and officers of the Company. The total amount of the inswance contract premium paid was
$66,550. This amount is excluded from Directors’ Remuneration as disclosed in Note 35.
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DIRECTORS’ REPORT
as at 28 August 2003

SHARE TRADING BY DHRECTORS

The Board of Directors’ policy prohibits short ferm trading of the Company's shares, and direciors
must notfy the Board in advance of any proposed transactions invalving the Company’s shares.

DIRECTORS' AND OTHER OFFICERS' EMOLUMENTS

The Board of Birectors Is responsible for determining and reviewing compensation arrangements for
the directors, the chief executive officer and the executive team. The Board assesses the appropri-
ateness of the nature and the amount of emoluments of such officers on a pericdic basis by refer-
ence to relevant employment market conditions with the overall objective of ensuring maximum
shareholder benefil from the retention of a high quality Board and executive team. Such officers are
given the opportunity to receive their base emolument in a variety of forms including cash and frings
benaifits such as motor vehicles and expense payment plans. s intended that the manner of pay-
ment chosen will be optimal for the recipient without creating undue cost for the Company.

To assist in achieving these objactives, the Hoard links the nature and amount of executive direc-
tors” and officers’ emoluments o the Company’s financial and cperational performance. Al senior
executives have the opporiunity to qualify for participation in the Executive Performance Incentive
Blan which currently provides cash and share option incentives where specified performance crite-
fia are met including criteria relating to profitability, cash flow and share price growth. Detalls regard-
ing the issue of share options under this plan are provided in Note 31 to the financial statements.

Details of the nature and amount of each element of the emolument for the financial year of each
divector and each of the five officers of the Company receiving the highest emoluments are as fol-
tows. The terms “director’ and ‘officer’ have been treated as mutually exclusive for the purposes of
this disclosure. The category "other’ includes the value of certain business-related expenses paid for
or remuneration benefits provided to direciors and officers, delermined on the basis of the cost to
the Company in accordance with AASE 1017 and UIG Abstract 14,

The Remuneration Commitiee oversess the administration of the Board approved remuneration
arrangemants. The Remuneration Committes consists of the Chairman of the Beard, Chairman of
the Audit Committes and the Managing Director.

Directors of Gympie Gold Limited and Consolidated Entity

Long Term
Annuat Emoluments Emoluments
Base Motor Superannuation Other Redundancy Option  Option fotal
Salary Vehicle Grants  Value
$ $ $ $ $ % 3

M G Darling

Chairmar 40,000 - 3,600 - - - - 43,6800
P O Cadwallader

Director 37500 - 3375 - - - - 40,875
£ Woodall

Director 50,000 - - - - - - 30,000
C Rawlings

Director 37 500 - 3375 - - - - 40,875
i Adams

Managing Director 208,091 33,000 10519 88,390 - 2 300,000 181,126 521,126
J E Leach

Finance Director 134,263 30,196 36,660 74,481 183,333 - - 458,353
Total 487 3084 63,196 56,920 162,871 183,333 2300000 181,126 1,134,808
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DIRECTORS’ REPORT

as at 28 August 2005

DIRECTORS' AND OTHER OFFICERS' EMOLUMENTS {continued)

| Levy
Genaral Manager,
Corporate Development

R Cunneen
Genaral Manager,
GGold Fxploration

R Johnston
Genaral Manger,
Gold Operations

R Reynolds
Genaral Manager,
Coal Marketing

G Hall
General Manager,
Gemstone

Total

Executive Officers of Gympie Gold Limited and Consclidated Entity

Annual Emoluments

Long Term Emoluments

Base Superannuation Redundancy Option Option Total
Salary Grants Value
$ $ $ $ 3

170,480 24,520 - - - 195,000
149,872 45,328 97,500 - - 292,500
184,481 10,519 65,0060 - - 260,000
184,480 10,520 - - - 195,000
130,500 14,500 - 100,006 15,889 160,889
819,813 105,387 162,500 100,000 15,8589 1,103,388

Directors’ remunaration excludes insurance premium $68,550 paid by the parent entity In respect
of directors’ and officers’ iiability insurance contracts as the contracts do not specify premiums paid
in respact of individual directors and officers. Information relating o the insurance contracts is set
out in the direciors’ report.

The valuations is based on the Black-Scholes model calculation as at the issue date taking info
account vesting restrictions. It assumes a wiling buyer and a willing seller in an active markst not
withstanding that these options are not guoted and not ransferable,
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DIRECTORS’ REPORT
as at 28 August 2003

SHARE OPTIONS

Al the date of this report, options over 8,883,997 ordinary shares in Gymple Gold Limited remain on
izsue. Al options are uniisted and are exercisable on the terms listed below:

Number Exercise price Exercisable by
250,600 50.40 15 November 2004
60,000 50.50 10 Dacember 2004
250,000 $0.40 20 October 2005
1,700,000 50.80 22 November 2004
100,000 B0.42 29 January 2006
500,000 50.40 12 February 2008
150,000 $0.80 31 Gotober 2006
2?08 630 50.65 05 November 2006
85,367 50772 28 November 2006
1,480,000 80.75 5 Navember 2007
2,300,000 £1.11 30 November 2007
500,000 50.43 30 January 2008
1,000,000 50.42 19 May 2008
8,683 097

The persons entitled to exercise the above options have no rights by virtue of the options to partici-
paie in any share issue of any other corporation.

Atotal of 2,300,000 ordinary shares were issued during the year ended 30 June 2003 on the exer-
cise of options. Since balance date 230,000 ordinary shares have been issued as a result of the
exercise of options. No other shares have teen issued since 30 June 2003, The amount paid on
each of the 2,530,000 ordinary shares were 40 cents each. No amounts are unpaid on any of the
shares.

CORPORATE GOVERNANCE

In recognising the need for the highest standards of corporate Dehaviour and accountability, the
directors of Gymple Gold Umited support and have adhered 1o the principles of corporale gover-
nance. The Company’s Corporate Governance Statement is contained i a separate section of this
annual repott,
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DIRECTORS’ REPORT
as at 28 August 2005

ROUNDING OF FINANCIAL STATEMENTS

These Financial Statements have been rounded to the nearest thousand dollars {3000} unless oth-
arwise stated under the options available to the Company under the ASIC class order 98/G100.

AUDITOR

PricewaterhocuseCoopers continues in office in accordance with section 327 of the Corporations Act
2001.

Signed in accordance with a resolution of the direciors.

Harry Adams
Direcior

Signed at Sydnay, New South Wales
28 August 2003
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CORPORATE GOVERNANCE STATEMENT
30 dune 2003

The Beard of Directars of Gympie Gold Limited is responsible for the corporate governance of the
consolidated Company. The Board guides and monitors the business and affairs of Gympie Gold
{Limited on behalf of the shareholders by whom they are elected and {o whom they are accountable.

During the year ended 30 June 2003 the following corporate governance practices have been in
operation in Gympie Goid Umited:

* ‘The Board consisis of a non-executive Chairman, three non-executive directors, fogether with
fwo executive directors being the Managing Director and the Finance Dirsctor of the Company.

* Parsons may be nominated for the Board by recommendation of the direciors or by submitting
a notice and consent to nominate prior o any general meeting of the Company.

» Al directors except for the sole Managing Director are appointed by ordinary resciution at the
Annual General Meeating of the Company, for a maximum period of three years. Retirement s by
rotation or at the request of a director.

» Directors may seek independent professional advice on matters affecting the carrying out of their
duties as a director of the Company.

* The full Board, excluding the executive directars, reviews and seis the compensation amange-
ments for:
- the Managing Cirector and senior executives
- non-executive members of the Board

independent advice may be obtained 1o ensure appropriate levels of remuneration are setf. The
Remuneration Commitiee oversees the administration of the Board approved remuneration
arrangements. The Remuneration Committes consists of the Chairman of the Board, Chairman
of the Audit Commitiee and the Managing Uirecior.

* the Company has an Audit Commitiee chalred by a non-executive Cirector. Meetings are held
on an “as required basis” and are attended by the Company Secretary and external auditor. The
Commitiee reviews the financial reporting system, accounting policies and internal controls of
the Company, as well as conducting a detailed review of the income, expenditure, assets, liabil-
ities and cashfiows inctuded in the half yearly and annual reports.

» the directors support and adhere to the principles set out in a paper, Corporate Practices and
Conduct, issued by the Australian institute of Company Birectors, and recognise the need for
the highest standards of behaviour and accountalbsifity.

+ Yhe Board of Direciors has a policy which prohibits short-term trading of the Company's shares
and directors must notity the Board in advance of any proposed transactions involving the
Company’s shares.

* ‘The purchase and sale of Company securities by directors and senior officars are not permitted
during the pericd of two months prior to the release of the Company's annual results and half-
yearly resuits; any other time when the Company is in possession of unpublished price-sensitive
information refating to those securities; or at any fime when it has become reasonably probable
that such information will be required to be reported.

* The Company has & Physical Risk Commitiee chaired by a non-executive Direcior. The
Commitiee mests on a regular basis to oversight the company’s physical risk policies and strate-
gies. Management are then required to ensure that risks are managed with the appropriate sys-
tems and controls, The effectiveness of the risk management systems are monitored by the
Board on a monthly basis.
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CORPORATE GOVERNANCE STATEMENT

30 June 2003

The Company recognises the importance of environmental and cocupational health and safety
{OHES) issues and is committed to the highest levels of perdormance. To help maet this abjec-
tive the environmental, health, safety management system was established to faciliate the sys-
ternatic identification of environmental and OHAS issues and to ensure they are managed in a
structured manner. This sysiem has been operating for a number of years and aliows the
Company to!

Monitor its compliance with all relevant legistation

- Continually assess and improve the impact of its operations on the environment

- Encourage empiovess to actively participate in the management of environmental and OMH&S
issues

- Work with trade associations representing the Company's businesses to ralse standards

—  Use enargy and other resowrces efficlenthy, and

- Encourage the adoption of similar standards by the Company’s principal suppliers, contrac-

tors and disributors.

The Company has written policies and procedures on information disclosure that focus on con-
tinuous disclosure of any information concerning the Company and s controlled entities that
a reascnable person would expect to have a material sffect on the price of the Company's
securities.

Al information disclosed to the Australian Stock Exchange and the London Alternative
invesiment Market (AM) iz posted on the Company’s web site as soon as i Is disclosed to the
Australian Stock Exchange and AIM. When analysis are briefed on aspects of the Company's
operations, the material used in the presentation is refeased to the Australian Stogk Exchange
and London Alternative Investment Market and posted on the Company’s welb site.
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STATEMENTS OF FINANCIAL PERFORMANCE
for the year ended 30 June 2003

Consolidated Gympie Gold Limited
2003 2002 2003 2002
Notas $'000 $000 $'000 $000
Hevenue from operating activities 3 96,115 85,004 56 73
Hevenue from outside operating activities 3 738 727 1,923 2,549
Revenue from ordinary activities 3 96,853 85,731 1,979 2,622
Changes in inventories of finished goods
and work in prograss 6,731 1,860 - {1
Raw materals and consumables usad {74,738} {63,940 - -
Fmplovee benefits expense {15,066} {12,079 (2,661) {2,798}
Administration costs {3,131} (2,807 (3,131) {2,807}
Other expenses from crdinary activities {454} (5,083} {426} {978}
Unrealised foreign exchange gain 816 - - -
Farnings before interest expense, tax,
depraciation and amortization 11,011 13,751 (4,239) {3,960)
Depreciation and amortisation expenses 4 {27,109} {15,706 {52} {48}
Baorrowing cosis expense 4 (8,679 (1,348} (7,908} 512
Loss from ordinary activities before
income tax benefit 4 {24,777} (3,303} {12,199} {4,820)
lncome iax benefit 5 1,918 813 - —
Net Loss atiributable to members of
Gympie Gold Limited 26 {22,858} (2,490 {12,199} {4,820}
Cents Cents
Basic earnings per share 34 {13.9) (1.7}
Diuted sarnings per share 34 {13.9) (1.6}

The above statements of financial performance should be read in conjunction with
the accompanying notes.
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STATEMENTS OF FINANCIAL POSITION

As at 30 June 2003

Notes
CURRENT ASSETS
Cash assats 6
Receivables 7
inveniories 8
Bevelopment 9
Other 10
Total Current Assets
NON-CURRENT ASSETS
Receivables 11
investimenis 12
Beferred mineral prospects 13
Property, plant and equipment 14
Deferred {ax asset 15
Other 15
Total Non-Current Assets
TOTAL ASSETS
CURRENT LIABILITIES
Payables 17
interest bearing liabilitias 18
Provisions 19
Other 20
Total Current Liabiiities
NON-CURRENT LIABILITIES
Payables 21
interest bearing liabilities 22
Deferred {ax labilities 23
Provisions 24
Total Non-Current Liabilities
TOTAL LIABILITIES
NET ASSETS
EQUITY
Conwibuted equity 25
fAccumitaied lossesy/Retained profits 26
TOTAL EQUITY

Consolidated

Gympie Gold Limited

2003 2002 2003 2002
$'000 000 $000 000
8,384 26,201 7,218 25,012

14,182 7,477 32 61
16,285 9,320 68 B8
20,084 20,724 - -
7,457 796 30 437
66,342 54,448 7,348 25,578
- - 113,823 £O,214

416 87 67,967 57,618
120,277 105,378 - -
33,347 24,971 289 306
3,153 5,359 - -
2,547 2,658 2,264 2,376
159,740 138,433 184,343 130,514
206,082 202,881 191,691 165,002
17,607 13,928 1,847 703
30,895 20,007 14,008 5,128
2,136 2,679 526 459
10,436 - - -
61,074 38,834 16,381 5,300
- - 57,036 58,777
63,804 52,358 54,003 42,610
3,153 7,278 - -
2,957 2,581 184 143
§9,914 62,217 112,123 99,530
130,988 101,051 128,504 106,830
95,094 101,830 63,187 50,262
111,941 95,718 111,941 95,718
(16,847) 6,112 (48,754) (38,456)
95,094 101,830 63,187 50,262

The above statements of financial position should be read in conjunction with

the accompanying notes.
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STATEMENTS OF CASH FLOWS

for the year ended 30 June 2003

Consolidated Gympie Gold Limited
2003 2002 2003 2002
Notas $'000 $'000 $'000 $000
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers finclusive of goods
and services tax 97,623 58 820 1,142 1,188
FPayments 1o suppliers and employees
{inclusive of goods and services tax) (93,209 (74,751; {4,326} {7,118
interest recelved 553 379 463 307
Borowing costs {8,040} {1,347} (7,355} (283
Other revenus 64 505 63 79
Net cash inflow/{outfiow} from operating
activities 28 (3,109} 13,615 {10,013) {5,827
CASH FLOWS FROM INVESTING ACTIVITIES
Fayments for exploration, mine developrment,
property, plant and equipment (43,899 (48,397} {33} {56)
Procesds from sale of property, plant
and equipment 240 - - -
Saecurity deposit inflow/foutfliow) 72 {©0) 33 -
Loans o subsidiary companies - - (42,552} (27 897}
tnvastment {350) - {350} -
Net cash inflow/{outfiow} from investing
activities (43,937} (48,487) 42,802} (27,963
CASH FLOWS FROM FINANCGING ACTIVITIES
Froceeds from issue of shares and other
aquity instruments 15,408 5B 342 15,409 56,342
Share issue costs - (52E) - {525}
Proceeds from borrowings 71,991 44,484 36,500 {2,688)
Repaymant of borrowings (54,940} {44,945) {10,220} -
Fnance lease payments {2,630} (878) {7 (7)
Ceferred bonowing costs (528} {2,378) {528} {2,376
Net cash inflow/{ocutfiow} from financing
activities 29,302 52,102 35,154 5G,746
NET INCREASEADECREASE) IN CASH HELD (17,744} 17,230 {17,761} 16,966
Cash at the beginning of the financial year 25,501 8,271 24,720 7,754
CASH AT THE END OF THE FINANCIAL
YEAR B 7,757 25,501 6,959 24,720
Non-cash financing and investing activities 38

The above statements of cash flows should be read in conjunction with
the accompanying notes.
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NOTES TO THE FINANCIAL STATEMENTS

30 June 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

This general purpose financial report has been prepared in accordance with the Accounting
Standards, other authoritative pronouncemenis of the Australian Accounting Standards Board,
Urgent Issues Group Consensus Views and the Corporations Act 2001,

It is prepared In accordance with the historical cost convention. Unless otherwise stated, the
accounting policies are consistent with those of the previous year. Comparative information is reclas-
sified where appropriate to enhance comparability.

Principles of Consolidation

The consclidated financial statements incorporate the assets and liabilities of all entities conirolled
by Gymple Gold Limied (*Company” or “parent entity”) as at 30 June 2003 and the results of all
controfled entities for the year then ended. Gympie Gold Umited and its conirolled entities together
are referred to in this financial report as the consolidated entity. The effects of all transactions
between entities in the consolidated entity are eliminated in full,

lnvastments in joint ventwres are accounted for as set out in Note 1 - “Joint Venture Operation”.

Income Tax

Tax effect accounting procedures are followsd whereby the income tax expense in the statements
of financial performance is maiched with the accouniing profit after allowing for permanent differ-
ences. The future income tax benefit relating to tax kbsses is not canied forward as an asset unless
the benefit is virtually certain of realisation. Income tax on cumulative iming differences is sel aside
to the deferred income tax or the future income tax benaflt accounts at the rates which are expecied
to apply when those timing differences reverse.

Foreignh Currency Translation and Gold Hedyging

Forgign currency transactions are initially translated into Australian currency at the rate of exchange
at the date of the transaction. At balance date amounts payable and receivable in foreign currencies
are translated o Australian currency at rates of exchange curreni at that date. Resuling exchange
differences are brought o account in determining the profit or loss for the year,

Hedging is undertaken in order to avoid or minimise possible adverse financial effects of movements
in exchange raies in accordance with Board approved policy. Galns or costs arising upon entry into
a hedging fransaction intended o hedge the purchase or sale of goods or services, togsther with
subseduent exchange gains or iosses resulting from those transactions, are deferred up to the date
of the purchase or sale and included in the measurement of the purchase or sale. The net amounts
receivable or payable under the hedging transaction are also recorded in the statement of financial
position. Any gains or losses arising on the hedging fransaction after the recognition of the hedged
purchase or sale are included in the statement of financial performancea.

Change in accounting policy for foreign currency translation and gold hedging
The above policy was adopted with effect from 1 July 2002 to comply with AASE 1012 Foreign
Currency Transiation released in November 2000,

The adjustments made at the beginning of the financial year as a result of this change were:
* anincrease in consolidated current assets — other of 1,240,000 {Gympie Gold Limited — $nil}
*  anincrease in consolidated current Fabilities — other of $1,240,000 (Gymple Gotd Limited — $nif)

If the hedging ansaction is terminated prior o its maturity date and the hedged transaction is =iill
expected to ocour, deferral of any gains and fosses which arcse prior to termination continues and
is recognised when the underlying transaction occurs,

I those circumstances where a hedging transaction is ferminated prior to maturity because the
hedged fransaction is no longer expected fo ocowy, any previously deferred gains and losses are
recognised in the statements of financial performance on the date of termination.

Revenue received from the sale of call options prior to the expiry date is recognised as revenus in
the period the premium is received. The expense is recognised in the period i is realised.
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NOTES TO THE FINANCIAL STATEMENTS
30 dune 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue Recognition
Amounts are recognised as sales revenus when there has been a passing of risk fo a customer, and:

» ihe product is in a form sultable for delivery and no further processing is required by, or on behalf
of, the producer;

* the quantity and quality of the product can be determined with reasonable accuracy,

» ihe product has been dispatched to the customer and is no longer under physical control of the
producer {or property in the product has earlier passed to the customer); and

» the seling price can be determined with reasonable accuracy.
Sales revenue reprasents gross proceeds receivalie from the customer.

HBevenue recelved from sale or disposal of product, materials or services during the exploration, eval-
uation development or phases of operations is offset against expenditure in respect of the area of
inferest or mineral resources concerned.

Receivables
All trade debtors ars recognised al the amounts receivable as they are due for setflement no more
than 30 days from the date of recognition.

Collectibility of trade deblors is reviewed on an ongoing basiz. Debts which are known to be uncol-
mctible are written off. A provision for doubtful dabis is raised when some doubt as to collection
exists,

Inventories
lnventories of broken ore, concentrate, work in process, coal and gold are physically measured or
estimated and valued at the lower of cost and net realisable vaiue.

Costs represent weighted averags cost and include direct costs and an appropriate portion of ixed
and varable overhead expenditure, including depreciation and amortisation.

The net realisable value is the amount estimated o be obtained from sale of the item of inventory in
the normal course of business, less any anticipated costs 1o be incurred prior to its sale.

Low value by-products which are obtained as a result of the production process for gold are valued
at net realisable value with that value being offset against the cost of producing the main products.

lnventories of consumable supplies and spare parts expected to be used in production are vaiued
at weighted average costs. Ubsclete or damaged inventories of such items are valued at net realis-
able value. A reguiar and ongoing review is undertaken 1o establish the extent of surplus items, and
a provision is made for any potential loss on their disposal.

Recoverable Amount of Non-Current Assets
The recoverable amount of an asset is the net amount expected to be recoverad through the cash
inflows and outflows arising from its continued use and subsequent disposal.

Where the carrying amount of a non-curent asset is greater than #s recoverable amount, the asset
iz wiritten down 1o fts recoverable amount. Where net cash inflows are derived from a group of assets
working together, recoverable amount is determined on the basis of the relevant group of assets.
The decremant in the carrying amount is recognised as an expense in net profit or ioss in the report-
ing period in which the recoverable amount write-down occurs.

The expected net cash flows included In determining recoverable amounts of non-current assets are
discounted to thelr present values using a market-determined, risk-adjusted discount rate. The dis-
count rates used ranged from 5% to 15% depending upon the nature of the asseis,
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NOTES TO THE FINANCIAL STATEMENTS

30 June 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Revaluations of Non-Current Assets

Revaluation increments are credited directly o the asset revaluation reserve, except that, to the
axtent that an increment reverses a revaluation decrement in respect of that ciass of asset previ-
ously recognised as an expense in net profit or loss, the increment is recognised immediately as rev-
anue in net profit or ioss.

Revaluation decrements are recognised immediately as expenses in net profit or loss, except that,
o the extent that a credit balance exisis in the asset revaluation resarve in respect of the same class
of assets, they are debited direcily to the asset revajuation reserve.

Potential capital gains tax is not taken into account in determining revaluation amounts unless it is
axpected that a Hability for such tax will crystaflise.

Propetty, Plant and Equipment

Each item of buildings, machinery and equipment is written off over its expected usefu life using the
units of production or straight line methed. The unit of production basis results in a depreciation
charge proportional 1o the depletion of the recoverable mineral resources. Each lem’s economic life
has due regard to both its own physical life limitations and to present assessments of recoverabie
mineral resources of the mine property at which the item is located, and to possible future variations

buildings, machinery and equipment.
The expected useful lives are as follows:
+  Mine buildings — the shorter of applicable mine life and 40 vears;

+ Machinery and equipment — the shorter of applicable mine life or 15 years, depending on the
nature of the asset.

Major spares purchased specifically for particular plant are capitalised and depreciated on the same
basis as the plant to which they relate.

Exploration and Evaluation Costs

Exploration and evaluation expendiiure incurred by or on behalf of the consolidated entity is accu-
mulated separately for each area of interest. Such expendiiure comprises net direct cosis and an
appropriate portion of related overhead expenditure, but does not include general overheads or
administrative expenditure not having a specific connection with a particular area of intarest.

Exploration, evaluation, development and construction costs in relation to separate areas of interest
for which rights of tenure are current are brought 1o account in the year in which they are incurmed
and carrled forward provided that

al such costs are expected to be recouped through successil development and expiofiation of
the area, or alternatively through its sale; or

by exploration and/or evaluation activities in the area have not yet reached a stage which permits a
reascnable assessmeant of the existence or otherwise of economically recoverable reserves, and
active and significant operations in, or in refation o, the area are continuing.

Accumuiated costs in respect of areas of interest are written off in the statement of financial perfor-
mance when the above criterion does not apply or when the directors assess that the carrying vaiue
may exceed the recoverable amount. The costs of productive areas are amortised over the Hfe of
the area of interest to which such costs relate on the production output basis.

Unce a development decision has been taken, all past and fuiure exploration and evaluation expen-
diture in respect of the area of interest is aggregated with the costs of development and classified
under non-current assets as "Deferrad mineral properties: Production phase — development”.
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NOTES TO THE FINANCIAL STATEMENTS
30 dune 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued]

Development Costs

Development expenditure incurred by or on behalf of the consclidated entity is accumulated sepa-
rately for each area of interest in which economically recoverable reserves have been identifisd.
Such expenditure comprises net direct costs and, in the same manner as for exploration and eval-
uation expendiiure, an appropriate portion of related overhead expendilure having a specific con-
nection with the developmeni property.

Al expenditure incurred pricr to the commencement of commercial levels of production fom each
devetopment property is camed forward to the axtent to which recoupment out of revenue to be
derivaed from the sale of production from the relevant development property, or from the sale of that
property, is reasonably assured.

No amnortisation is provided in respect of development properties untit they are reclassified as “pro-
duction phase development” following a decision o commence mining. After this decision, the costs
are amortised over the life of the area of interest to which such costs relate on a production output
basis,

for coal operations the cost of developing longwall panels is not expensed untii the longwall coal is
mined. The cost of development is amortised over the tonnes of longwal coal produced from that
block. Some specific start-up costs relating to longwall panel development are amorlized based on
the relative future economic benefit that will be derived from each panet.

Leased Non-Current Assets

A distinction is made between finance leases which effectively transfer from the lessor 1o the lessee
substantially all the risks and benefits Incident to ownership of lsased non-current assets, and oper-
ating leases under which the lessor effectively retains substantially all such risks and benefits.

Finance leases are capitalised. A lease asset and fability are estabiished at the present value of min-
imum lease payments. Lease payments are aliccated betwsen the principal component of the lease
Hability and the interest expense.

The leased asset is amortised on a straight fine basis over the term of the lease or, where it is lkely
that the Company wilf obtain ownership of the asset, the life of the asset. Lease asseis held ai the
reporiing date are being amortised over periods ranging from 1 {o 5 years.

Cash

for the purpose of the statement of cash flows, cash includes cash on hand and in banks, deposits
at call which are readily convertible to cash on hand and which are used in the cash management
function on a day-to-day basis, net of outstanding bank overdrafts, and security deposis.
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NOTES TO THE FINANCIAL STATEMENTS

30 June 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Trade and Other Creditors

These amounts represent liabilities for goods and services provided to the Company prior to the end
of the financial yvear and which are unpaid. The amounts are unsecured and are usually paid within
30 days of recognition,

Interest Bearing Liabilities
Loans are carried at thelr prncipal amounts which represent the value of future cash flows associ-
ated with senvicing the debt.

Maintenance and Repairs

Ptant of the consolidated entity is required to be overhauled on a regular basis. This is managed as
part of an ongoing major cyclical maintenance program. The costs of this maintenance are charged
as expenses as incured, except where they relate 1o the replacement of a major compoenent of an
asset, in which case the costs are capitalised and depreciated. Other routine operating mainte-
nance, repair cosis and minor renewals are also charged as expenses as incurmed.

Employee Entitlements

al Wages and salaries, annual leave and sick leave
Liabiiities for wages and salaries, including non-monetary benefits, annual leave and accumulat-
ing sick leave expected to be setiled within 12 months of the reporting date are recognised in
employes entitlerments in respect of employees’ services up 1o the reporting date and are mea-
sured at the amounts expected to be pald when the liabilities are settled. Uabilities for non-accu-
mulating sick leave are recognised whean the leave is taken and measured at the rates paid or
payable.

Change in accounting policy for wages and salaries, annual leave and sick leave
The above policy was adopted with effect from 1 July 2002 o comply with AASE 1028 Employes
Benefits released in June 2001.

The adjustments made at the beginning of the financial year as a result of this change were:

* an increase in consolidated employes entilements of $101,000 {Gympie Gold Limited —
$99,000)

* a3 decrease in consalidated retained profits of $101,000 [Gympie Goid Limited - $98,000)
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NOTES TO THE FINANCIAL STATEMENTS
30 dune 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Consolidated Gympie Gold Limited
2003 2002 2003 2002
$000 $'000 $'000 %000
Resiated) {Restated)

Restatements of the statements of financial performance

Profit/{Loss) from ordinary activities before employee

benafits expense and related income tax expense (9,711} 8,718 {9,538} {2,.022)
Employee benefits expense (15,066} (12,1205 {2,661) {2,897
{ oss from ardinary activities before income

tax benefit (24,777} {3,404} (12,199 {4,919
ncome tax benefit 1,918 813 - -
Net loss attributable to members of

Gymple Gold Limited {22,858} {2,591) (12,198} {4,919

Restatement of retained profits/(accumulated losses)
Previously reported retained profitsf{accumulated
losses) at the end of the previous financial year

(Note 26) 5,112 8,602 (36,456) (31,836)
Change in accounting policy for wages and

salaries, annual leave and sick leave {101} - {98} -
Restated retained profits/(accumulated losses)

at the beginning of the financial year 5,011 8,602 (36,555} (31,636)
Net loss attributable to members of

Gympie Gold Limited (22,858} {2,490) (12,198} {4,820)
Hestated retained profits/(accumulated losses)

at the end of the financial year (16,847} 5,112 {48,754} (36,456)

Restatement of hon-current liabilities — Provisions
Praviously reported carrying amount at the end

of the financial year {(Note 24} 2,957 2,581 184 143
Adjustment for change in accounting poficy - 101 - 99
Restated carrying amount at the end of the

financial year 2,957 2,682 184 242

b} Long service leave
A liability for long service leave is recognised, and is measured as the present vaiue of expecied
fuiure payments to be mads in respect of servicas provided by employees up 1o the reporting
date. Consideration is given to expected future wage and salary isvels, experiance of employes
depariures and periods of service. Expecied future payments are discounted using interest rates
on national government guarantsed securities with terms to maturily that match, as closely as
possible, the estimated future cash ouiflows.

The value of the share plan as described in Note 31 is not being charged as an employee entitie-
meni expense. Superannuation contributions are provided on the basis as described in Note 31,
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NOTES TO THE FINANCIAL STATEMENTS

30 June 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Borrowing Costs

Borrowing costs are recognised as expenses in the period in which they are incurred and include
interest on bank overdratts, short-term and long-term borrowings and finance lease charges except
for anciliary costs in relation 1o debt instruments which are capitalised and amortised over the life of
tha instrument in accordance with AASE 1036 Borrowing Costs.

Earnings Per Share

al Basic earnings per share
Basic earnings per share is determined by dividing net profit after income tax attributable 1o
membears of the Company, excluding any costs of servicing equity other than ordinary shares,
by the weighted average number of ordinary shares outstanding during the financial year,
adjusted for bonus elements in ordinary shares issued during the year.

by Biluted eamings per share
Bituted sarnings per share adjusts the figures used in the determination of basic sarnings per
share to take into account the after income tax effect of interest and other financing costs asso-
ciated with dilutive potential ordinary shares and the weighted average number of shares
assumed to have been lssued for no consideration in refation to dilutive potential ordinary shares.

Restoration Costs

Resioration and rehabilifation of mine sites is carmied out on an ongoing basis during the iife of the
mine. Provision is made for the cost of any rehabtilitation or restoration work required o be com-
pleted at the end of the mine life. The provision is raised prograssively over the Iife of the mine using
current undiscounted costs. Any revisions to the estimate of costs are reflected in the provision
when they are made.

Royalties
Ad valorem royalties and other mining imposts are accrued and charged against earnings when the
fiability from production or sale of the mineral occurs.

Remaining Mine Lives

Iry estimating the remaining life of the mine at sach mine property for the purpose of amortisation
and depreciation calcuiations, due regard is given not only 1o the volume of remaining econcmically
recoverable reserves and resources but also o Hmitations which could arise from the potential for
changas in technology, demand, product substitution and other issues that are inharently difficult 1o
astimate over a lengihy ime frame. This uncertainty can lead o the adoption of a realistic ims Em-
itatior for the purpase of such calculations, and so lead fo use of a straight line basis of amortisa-
tion, in fleu of a units of production method, as this may give a better representation of the using up
of the net cost of the economic reserves being explofted. At 30 June 2003, no such fime limitation
bases of amortisation and depreciation have been adopied.
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NOTES TO THE FINANCIAL STATEMENTS
30 dune 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments
nvestments are carried at the lower of cost and recoverable amount.

Gold Bullion
Gold bullion includes gold that has been powred or is in a form ready fo be poured prior to year end
but had not yet been delivered.

Dividends

Provision is made for the amount of any dividend declared, determined or publiicly recommended
by the director on or before the end of the financial year but not distributed at balance date, as well
as any dividends to be pald ot of retained profits at the end of the financiat year where the dividend
was proposed, recommended or declared between the end of the year and the completion of the
financial report.

Joint Venture Operation

The proporiionate interesis in the assets, Habilities and expenses of a joint venture operation have
been incorporated in the financial statements under the appropriate headings. Details of the joint
veniure are set out in Note 39.

Rounding of Amounts

The Company is of a kind referred to in Class Order 98/0100, issued by the Australian Securities &
Investments Commission, relating to the "rounding off” of amounis in the financial report. Amounts
in the financial report have been rounded off in accordance with that Clase Order to the nearest
thousand dollars, or, in certain cases, to the nearest dollar.
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SEGMENT INFORMATION

Business Segments

NOTES TO THE FINANCIAL STATEMENTS
30 June 2003

Gympie Gold Limited (Gympie Gold) is an Australian public listed exploration, production and mar-
keting Company with two principal wholly-owned subsidiaries.

Gold

Gympie Bldorado Goid Mines Py Umited (Gympie FEldorado) has re-opened the high-grade Gympie

Goldfield located near Gympis in south-east Queensland.

Coal

Southiand Coal Py Limited {Southland Coali has re-established production of high-quality coking
coal from the Greta Seam, near Cessnock in the Hunter Valley of New South Wales,

Geographical Segments

Gympie Gold Limited operates in the geographic area of Ausiralia.

2003

Operating Revenue

Saies to Customers outside the consolidated entity

Other revenue
‘otal segment revenue

Segment Result

Unallocated revenue less unallocated expenses
toss from ordinary activities before income tax
income tax benefit

Net loss from ordinary activities after income tax
Segment Assets

Segment Liabilities

Acquisition of property, plant and equipment and
other non-current segment assets

Depreciation and amortisation expense
Other non-cash expenses

Net cash inflow/(outfiow) from operating activities

Gold Coal Unaliocated fotal
$000 $'000 $'000 $000
30,021 656,038 5B 96,114
236 87 415 738
30,267 656,125 471 96,853
{172 {11,657} - {11,829)
{12,048}

24777}

1,919

{22 858)

94,560 118,062 13,470 226,082
7.218 23,362 100,408 130,988
24 692 14,408 43 38,143
8,814 18,243 52 27,169
198 8 98 304
5,816 1,088 {10,013 (3,10
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NOTES TO THE FINANCIAL STATEMENTS
30 dune 2003

2. SEGMENT INFORMATION {continued}

2002 Gold Coal Unallocated Total
$'000 000 $'000 $'000
Operating Revenue
Sales to Customers outside the consolidated entity 28,462 5E,479 73 85,004
Other revenus 192 124 341 727
fotal segment revenue 28,644 5E,673 414 85,731
Segment Result 4,310 (2,006} - 2214
Unaliocated revenus less unaliocated expenses {5,517}
Lass from ordinary activities befors income tax {3,303}
Income tax benefit 813
Net loss from ordinary activities after income tax {2,490)
Saegment Assets 76,295 91,190 35,387 202,881
Segment Liabiliies 8975 8440 H3,630 101,061
Acquisition of property, plant and equipment and
other non-current segment assets 27,374 8,527 51 30,702
Dapraciation and amortisation expense 5,372 10,2868 45 15,706
Other non-cash expenses 2,135 - 301 2436
Net cash inflow/{outflow) from operating activities 11,630 7,914 (5,820 13,615

Accounting Policies

Segrent information is prepared in conformity with the accounting policies of the entity as disclosed
in Note 1. The business segmaents identified in the primary reporting disclosures and the geograph-
ical segment are not materially different to the industry and geographical segments identified in
previous years. The comparative information has been restated to present the information on a con-
sistent basis with the curent year disclosures.

Segrnent revenues, expenses, assets and liabilities are those that are directly attributable to a seg-
ment and the relevant portion that can be allocated to the segment on a reasonabile basis. Segment
assets include all assets used by a segment and consist primarily of operations cash, receivables,
inventories, property, plant and equipment and deferred mineral prospects, net of related provisions.
While most of these assets can be divectly attributable to individual segments, the carying amounts
of cartain assets used jointly by segments are allocated based on reasonable esiimates of usage.
Segment liabilities consist primarily of rade and other creditors, employee entitlements and provi-
sion for rehabilitation. Segment assets and liabilities do not include income taxes.

Inter-Segment Transfers
Segment revenues, expenses and resulis include transfers betwesn segments. Such transfers are
priced on an *arm’s length” basis and are eliminated on consolidation.
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NOTES TO THE FINANCIAL STATEMENTS
30 June 2003

Consolidated Gympie Gold Limited
2003 2002 2003 2002
$'000 5000 $000 $000
3. REVENUE
Revenue from operating activities
Sales 96,115 85,004 56 73
Revenue from cutside the operating activities
Interast 497 413 407 B6AY
Proceeds on sale of property, plant and eguipment 240 108 - -
Other revenue 1 206 1,516 1,680
738 72y 1,823 2,644
Revenue from ordinary activities 96,853 85,731 1,879 2622

4. PROFIT/ALOSS) FROM ORDINARY ACTMITIES

Net gains and expenses
Profit{loss) from ordinary activities before income tax expense
includes the following specific net gains and expenses:

Expenses
Cost of goods soid 107,469 76,950 - {1
Depreciation
Bulldings 79 4 - -
Property, plant and equipment 3,405 2,753 47 42
Total depraciation 3,484 2757 47 42
Amortisation
Plant and equipment under finance lsases 764 6854 5 &
Exploration, evaluation and dsferred mineral
prospacts 11,428 8,124 - -
L ongwall panel development 11,433 4,171 - -
Total amortisation 23,625 12,849 5 B
Total depraciation and amortisation 27,109 15,706 52 45
Borrowing costs
Interest and finance charges pald/payable 8,660 1,051 8,435 811
Defarred borrowing cost {528) - (528} -
Finance lease charges 547 297 1 1
Total borrowing costs 8,679 1,348 7.908 812
Government mining royalties incurred 2,436 2,156 - -

Rental expense relating 1o operating leases

Minimum lease paymenis 271 261 27 261
Provisions

Employee entilements {12 414 98 274

Hestoration/rehabilitation {155} {419) - -
Total other provisions {167} (5) 98 274
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NOTES TO THE FINANCIAL STATEMENTS
30 dune 2003

Consolidated Gympie Gold Limited
2003 2002 2003 2002
$000 $'000 $'000 $ooo
5. INCOME TAX
The income tax expenses for the financial year
differs from the amount calculated on the profit,
The differences are reconciled as foliows:
Profit/{loss) from ordinary activities before income
tax expense (24,777} {3,303 {12,199} {4,820)
ncome tax calculated @ 30% {7,433 B91) {3,660) {1,446}
Tax effect of permanent differences
Non deductible expendiiure 458 174 243 12
lncome tax adjusied for permanent differences {6,974} B17) (3,417} {1,434}
Under provision for the previous year 23 4 233 1
Future income tax benefit not brought to account 5,032 - 3,184 1,433
Aggregate income {ax benefits {1,919 (813) - -

Adjustment to deferred income tax balances
The deferred incomea tax liability in the consolidated entity has been reduced by $21,171,000 (2002:
$11,804,000) in respect of future ihcome tax bensfits attributable to tax losses (Note 23

The future income tax benefit in the consalidated entity includes $2,751,000 {2002: $4,869,000)
atfributed 1o fax losses (Note 15

The directors estimate potential futurs incomea
tax benefit in respect of tax losses not brought
to account is 5,032 - 7.769 4,764

This benefit for 1ax losses will only be obtained if:

§  The consclidated entity derives future assessable income of a nature and of an amount sufficient
o enable the benefit from the deductions for the losses to be realised, or

i} The losses are ransferred to an sligible entity in the consolidated entity, and

iy The consolidated entity continues to comply with the conditions for deductibiiity imposed by tax
legislation, and

il No changes in tax legislation adversely affect the consolidated entity in realising the benefit from
the deductions for the losses.

Future income tax benefits attributable 1o tax losses recognised as a reduction of the provision for
deferred income tax are disclosed in Note 23

Gymgpie Gold Umited and its wholly-owned Australian subsidiaries have not yet made a decision in
regard 1o the iming of entry into the 1ax consolidation regime. MHMowever, the entities also intend to
entar into a tax sharing agreement once the decision to consclidate is made.

As a consequence of the proposed tax sharing arangement Gymple Gold Umited, as the head
entity in the fax consolidated group, will recognise current and deferred tax amounts relating fo
transactions, events and balances of the wholly-owned Australian controlied entities in this group in
future financial staterments as if those transactions, events and balances were its own, in addition to
the current and deferred tax balances arising in relation to fis own transaction, events and balances.
Amaounts receivable or payable under the tax sharing agreement will be recognised separately by
Gymgpie Gold Limited as tax-related amounts receivable or payable. The impact on the income tax
expense and results of Gympie Gold Limited is unlikely to be material because of the tax sharing
agreament. This is not expected o have a material impact on the consclidated assets and liabilities
and results.

The financial effect of the implemantation of the legislation has not been recognised in the financial
staterments for the year ended 30 June 2003
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NOTES TO THE FINANCIAL STATEMENTS
30 June 2003

Consolidated Gympie Gold Limited
2003 2002 2003 2002
$'000 $000 $'000 $000
5. CURRENT ASSETS - CASH ASSETS
Cash on hand and at ank 7,757 25,501 6,059 24,720
Security deposits 627 700 258 202
8,384 26,201 7,218 25012

Security deposits represent monies deposited as security for bank guarantees in favour of
Government bodies as performance guarantees over certain mining fenements, or in favour of other
parties as parformance guarantees for various undertakings.

7. CURRENT ASSETS — RECEIVABLES

Trade debtors 13,884 5,505 - -
Gold builion 206 95 - -
Other debtors 32 1,877 32 51
14,132 A7 32 51
Gold bullior represents gold that has been powed or is in a form ready 1o be poured prior to year
end but not yet delivered into forward contracts. There is no credit risk associated with gold bulion
as all the bullion is deliverad directly into forward contracts (Note 37).
Other debtors are carried at nominal amounts and are normally setiled on 30 day terms. The credit
sizk associated with other debtors approximates their carrving values. Cther debtors are non inter-
ast bearing.
8. CURRENT ASSETS - INVENTORIES
Raw maietials and stores — at cost 1,167 933 - -
Work in progress — at cost 2,922 3,884 - -
Finished goods — at cost 12,196 4,503 68 55
16,285 3,320 68 55
9. CURRENT ASSETS - DEVELOPMENT
Longwall pansl development 20,084 20,724 - -
10. CURRENT ASSETS - OTHER
Exploration tenement held for resaile - 420 - 420
Prapayments 325 306 30 17
Receivables from bank in relation to
foreign exchange contracis 7,132 — - -
7,457 726 30 437

Prapayments are non interast bearing.
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NOTES TO THE FINANCIAL STATEMENTS
30 dune 2003

Consolidated Gympie Gold Limited
2003 2002 2003 2002
$000 $'000 $'000 000
11. NON-CURRENT ASSETS - RECEIVABLES
Loans to controlled entities Note 32} - - 113,823 6,214

These are unsecured loans which have no fxed term of repayment.

12. NON-CURRENT ASSETS - INVESTMENTS

Shares in controlled eniilies (Note 33} - - 67,551 67,551
Other 416 67 416 B7
416 67 67,967 67,618

13.  NON-CURRENT ASSETS - DEFERRED MINERAL PROSPECTS

Exploration, evaluation and development costs carried forward
in respect of mining areas of interest

a} Pre-production phase: exploration

Gold Mining
Gymple Qid At cost 53,458 45,874 - -
Accumulated amortisation - 1,754 - -
Total pre-production phase 53,458 44 415 - -
b} Production phase: development
Coal Mining
Cassnock NSW At cost 50,967 46,849 - -
Accumulated amortisation {8,184} (4,238} - -
Goid Mining
Gymple Qid At cost 36,906 25,104 - -
Accumulated amortisation {11,870) (6,452) - -
Total production phase 66,819 61,263 - -
Totat deferred mineral prospects 120,277 106,378 - -

The ulimate recoupment of amounts camed forward for exploration and evaluation phases is
dependent upon the successiul development and commercial exploitation or sale of the respective
mining areas. Amortisation of the cosis carred forward for development is not charged untit pro-
duction commences.

Deferred Mineral Prospects include assets held under finance leases with a written down value of
$614,000 as at 3¢ June 2003 (2002: $1,142,0386),
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NOTES TO THE FINANCIAL STATEMENTS
30 June 2003

13.

14,

NON-CURRENT ASSETS - DEFERRED MINERAL PROSPECTS {continued)

Reconciliations

Reconciliations of the carrying amounts of each class of deferred mineral prospects at the begin-

ning and end of the current financial year are set out below:

Consolidated

Opening balance 1 July 2002

Additions

Exploration expenditure written off

Transfer from pre-production phase 1o
production phase

Amortisation expense (Note 4)

Closing balance 30 June 2003

Pre-Production Production

Phase Phase Totad
$000 $000 $'000

44 115 51,2683 105,378
16,201 10,241 26,442
{115} - {115}
(5,055} 5,065 -
(1,688} (3,740} {11,428}
53,4568 56,818 120,277

NON-CURRENT ASSETS - PROPERTY, PLANT AND EQUIPMENT

Land and buildings
Freshold land — at cost

Buildings on freehold land — at cost
{ gss Accumulated depreciation
Totat land and buildings

Plant and equipment

Plant and squipment — at cost
{ess: Accumulated depreciation

Plant and equipment under finance lease
{ess: Accumulated amortisation

Totat plant and squipment

Total property, plant and equipment

Consolidated

Gympie Gold Limited

2003 2002 2003 2002
$'000 $'000 $'000 $'000
3,670 3,652 - -

538 495 - -
(157) (78) - -
3671 418 - -
4,051 4,070 - _
41,322 32,683 522 490
(19,273) (18,812) (248) (204)
22,049 17,071 274 066
9,850 5,358 27 27
(2,603) (1,528 (12) (7)
7,247 3,830 15 20
29,206 20,901 289 306
33,347 24 971 289 306
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NOTES TO THE FINANCIAL STATEMENTS
30 dune 2003

14, NON-CURRENT ASSETS - PROPERTY, PLANT AND EQUIPMENT (continued)

Beconciliations of the carrying amounis of each class of property, plant and equipment at the begin-
ning and end of the current financial year are set out below.

Freehold Buildings Plant Leased Total
land and Plant and
equipment equipment
Consolidated $000 0600 $000 $'000 $000
Opening balance 1 July 2002 3,652 418 17,071 3,830 24,971
Additions 18 42 8420 4227 12,701
Disposals - - (37 {40 {77)
Depreciation/amortisation expense - {79 {3,405) {764 {4,248}
Closing balance 30 June 2003 3,670 3871 22,049 7247 233,347
Plant and Leased Plant and Total
equipment equipment
Gympie Gold Limited $600 $'000 $'000
Opening balance 1 July 2002 286 20 306
Additions 43 - 43
Disposals (8 - {8)
Depreciation/amortisation expense {47) (5) {52}
Closing balance 30 June 2003 274 15 289

32 GYMPIE GOLD 2003 FINARNCIAL AND RESOURCES HEPOHY



NOTES TO THE FINANCIAL STATEMENTS
30 June 2003

Consolidated

Gympie Gold Limited

2003 2002 2003 2002
$'000 $000 $'000 $000
15.  NON-CURRENT ASSETS - DEFERRED TAX ASSET
Future income tax benefit 3,153 5,360 - -
16. NON-CURRENT ASSETS - OTHER
Deferred borrowing costs 2,265 2376 2,264 2376
Security deposit 282 282 - -
2,547 2,658 2,264 2376
17. CURRENT LIABILITIES - PAYABLES
Tradke creditors 11,361 12,3567 245 337
Other creditors and acoruals 6,246 1,671 1,602 366
17,607 13,828 1,847 703
18. CURRENT LIABILITIES - INTEREST BEARING LIABILITIES
Secured
Bank and finance loans 14,000 5,120 14,000 5120
Lease liability {Note 27} 2,466 1,274 8 a8
Loan from mining contractor 3,162 10,388 - -
Stockpile finance 11,267 5,445 - -
30,895 22,227 14,008 5128
Details of the security relating 1o each of the secured liabilities and further information on the bank
ians is sei out in Note 22,
18.  CURRENT LIABILITIES - PROVISIONS
Employee entitlemenis Note 31} 1,932 1,976 526 463
Rehabilitation 204 703 - -
2,136 2,679 526 A5G
20. CURRENT LIABILITIES - OTHER
Unrealised foreign exchange gain 7,132 - - -
Deferred foreign exchange gain 3,304 - - -
10,436 - - -
21. NON-CURRENT LIABILITIES — PAYABLES
Unsecured payables to other controlled entities - - 57,936 BB, 777

Further information relating to kans from related parties is set out in Note 32.
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NOTES TO THE FINANCIAL STATEMENTS
30 dune 2003

Consolidated Gympie Gold Limited
2003 2002 2003 2002
$000 $'000 $'000 $ooo

22. NON-CURRENT LIABILITIES — INTEREST BEARING LIABILITIES

Unsecured Liabiiities
Convertible notes 40,000 40,000 403,000 45,000

Secured Liabilities

Hank loans 14,000 2,600 14,0060 2600
{ ease Hability (Notg 27} 4,880 3,010 3 10
{ oan from mining contractor 4,924 5,748 - —
Total secured non-current interest bearing liabiliies 23,804 12,368 14,063 2610
Total non-current interest bearing liabilities 63,804 B2 358 54,003 42,610
Secured Liabilities (total current and nonh-current)

Hank and finance loans 28,000 7720 28,000 7.720
{ pase Habilities 7,346 4,284 1 15
Stockpile finance 11,267 5,445 - -
{ oan from mining contractor 8,086 17,136 - -
Totat secured labilities 54,600 34,585 28,011 7735

Security for Interest Bearing Liahilities
The bank loan iz secured by a charge over the assels of a controlled entities, Gymple Hldorado Gold
Minas Pty Limited and Southland Coal Piy Limited. The loan is also guaranteasd by the parent entity.

{ ease labilties are effectively secured as the rights io the leased asset revert to the lassor in the
event of default.

The stockpile finance is secured by the coal In the stockplle and coal debtors.

The loans from mining contractors are secured in respaect of coal operations by a charge over the
assels of a controlled entity, Southland Ceal Pty Limited, and in respect of gold operations by a sec-
ond mortgage over the tenements of the southern goldfisld owned by Gympie Bldorado Goid Mines
Pty Limited,

Assets pledged as security
The carrying amounis on assels pledged as security are:

Deferred mineral prospect 120,277 105,378 - -
{and and buildings 4,051 4,G70 - -
Plant and souipment 29,206 20,801 289 306
Stock 11,044 4,062 - -
Debtors 12,674 4,611 - -
Totat 177,342 139,022 289 306
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22,

23.

24,

Consolidated Gympie Gold Limited
2003 2002 2003 2002
$'000 $000 $'000 $000

NON-CURRENT LIABILITIES — INTEREST BEARING LIABILITIES {continued)

Financial Arrangements
Unrestricted access was available at balance date to the fliowing lines of credit:

Credit Standby Arrangements
Total faciities

Stockpile finance faciity 11,987 3,260 - -
Bark and finance ioan facility 28,000 38,600 28,000 8,600
39,987 17,859 28,000 8,600
Used at balance date
Stockpile finance faciity 11,267 5,445 - -
Bark and finance ioan facility 28,000 7720 28,000 7,720
38,267 13,165 28,000 7,720
Unused at balance date
Stockpile finance faciity 720 3,814 - -
Bark and finance ican facility - 880 - 880
720 4,694 - 280
The stockpile finance facility can only be drawn in United States doilars and can be used 1o fund the
coal stockpile at the mine site and trade debtors. interest rates on all facilities are variable. The cur-
rent interest rates are 7.74% on the bank loans and 3.75% on the siockpile finance facility.
Convertible Notes
The parent entity issusd 40,000,000 8.5% unsecured converlible notes for $40,000,000 on 24 June
2002, The notes are convartible into ordinary shares of the parent entity, at the option of the holder,
at a conversion ratio one note to 0.7567 of an ordinary share, or repayable at the A$1.00 issus price
on 30 September 2007, The convertible notes are presented in the statement of fnancial position
as follows:
Non-current liabifities
Face value of notas issued 40,000 40,000 40,000 40,000
NON-CURRENT LIABILITIES - DEFERRED TAX LIABILITIES
Deferred tax 3,153 7.278 - -
Refer to Note & for detalls of the reduction in deferred income tax liability atirbutable o fuiure
income tax benefits consisting of tax losses.
NON-CURRENT LIABILITIES - PROVISIONS
Employee entitlermenis (Note 31} 670 638 184 143
Rehabilitation 2,287 1,943 - -
2,957 2,581 184 143
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Gympie Gold Limited Gympie Gold Limited
2003 2002 2003 2002
Shares Shares $'000 $000
25. CONTRIBUTED EQUITY

lssued and paid up capiial 206,358,575 158,742,154 111,941 95,718
Former share premium reserve included in equity 13,886 13,506
a) Movements in Ordinary Share Capital

Date Detaiis Notes Number Issue $000

of shares price

O -G7-2001 Opening Balance 140,135,924 84,640
13-11-2001 Exarcise of opiions Cl 37.500 $0.40 15
05-12-2001 Exarcise of opiions Cl 10,000 $0.40 4
05-12-2001 Exarcise of opiions Cl 250,000 $0.40 160
05-12-2001 Exercise of options cl 12,500 $C.40 5
02-01-2002 Share placement o} 14,000,000 $C.75 10,500
02-01-2002 Share issue cost (525
Ob-02-2002 Exercise of options Cl 250,000 $0.50 125
12-03-2002 Exarcise of opiions cl 700,000 $0.40 280
12-03-2002 Exarcise of opiions Cl 1,000,000 $0.40 400
31-05-2002 Exarcise of opiions Cl 250,000 $0.40 160
12-06-2002 Exarcise of options cl 96,230 $C.772 74
30-06-2002 Batance 196,742,104 90,718
18-11-2002 Exarcise of opiions Cl 2,300,000 $0.40 920
28-02-2003 Shares issued o 1,100,060 $C.45 495
28-04-2003 Share placement o 19,000,000 $0.335 8,365
28-04-2003 Share issue cost (326)
21-05-2003 Share purchase plan o 18,999,257 $0.335 6,365
21-05-2003 Share issug cost (349
21-05-2003 Share placement o 7,267,164 $C.335 2,435
21-05-2003 Share issus o 950,060 $0.335 318
30-06-2003 Closing balance 206,368,575 111,941

Ordinary shares entitie the holder o participate in dividends and the procesds on winding up of the
Company in proportion to the number of and amounts paid on the shares held. On a show of hands
every holder of ordinary shares present at a meeting in person or by proxy is entitled to one vote,
and upon a poll each share is entitled to one vole.

b} Opticnhs

Curing the year ended 30 June 2008 Gympie Gold’s 90% owned Scuthland Colliery has pur-
chased for $5 million near new longwall face squipment which will be integrated into the exist-
ing longwall unit. As part of the purchase terms 1,100,000 shares in Gympile Gold Uimited were
issued 1o the vendor, Lake Coal Pty Limied a subsidiary of Excel Mining Limited, af an issus
price of 45 cents per share.
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25. CONTRIBUTED EQUITY (continued)

¢} Share Option Plan

B

Buring the financial year 2,300,000 (2002 2,606,230 shares wers issued by Gympie
Gold Limited as the result of exercise of options.

Buring the financial year 500,000 options havs been issued {o Hollyglade Holdings Ltd,
financiers (2002 298,630 options} by Gympie Gold Limited.

Buring the financial year 1,000,000 options have been issued 1o Lost Ark Nominees Py
Ltd, share underwriters (2002 nil} by Gymgie Gold Limited.

All other options detalied below were Issued o empicyess.

Busring the finandial year 2,300,000 options exercisable at $1.11 per ordinary share were
granted fo the Managing Director pursuant to the approval by shareholders at the Annual
General Meeting on 31 October 2002,

Al the end of the financial year, 11,963,997 options remalined unexercised.

Grant Expiry Exercise Options Options exercised Unissued shares and
Date Date Price Granted and shares issued options available at the
during the year end of the year
2003 2002 2603 2002
05121996 O5-12-2001 30.40 420,606 - 310,000 - -
30041997 30-04-2002 30.40 1,700,006 - 1,700,000 - -
15121997 15-12-2002 30.40 2,300,006 2,300,600 - - 2,500,000
1-09-1998 O -09-2003 30.40 500,006 - - 500,60G 500,000
04-09-1998 04092003 30.40 180,606 - - 30,606 30,600
15111999 15-11-2004 30.40 250,00 - - 250,600 250,000
15-11-1999 15-11-2004 30.50 250,00 - 250,000 - -
10121969 10-12-2004 30.50 220,006 - - 160,000 180,600
15052000 15-05-2005 30.40 250,006 - - 250,000 260,000
06082000 05092005 30.40 900,006 - - 900,000 900,000
20-10-2000 20-10-2005 30.40 500,00 - 250,000 250,000 250,000
22112000 22-11-2005 30.40 360,006 - - 360,000 300,000
22112000 22-11-2005 30.80 1,700,000 - - 1,700,006 1,700,000
29-01-2001 20-01-2006 30.42 100,606 - - 100,000 160,600
12-02-2001 12-52-2006 30.40 500,00 - - 500,606 500,000
31-10-2001 31-10-2006 30.80 400,606 - - 400,000 400,000
05112001 O5-11-2006 30.85 298 630 - - 298,830 298,630
28112001 28-11-2006 30.772 181,597 - 96,230 85,367 85,367
24042302 24-04-2007 31.06 700,006 - - 700,606 700,600
18-06-2002 18-G6-20G7 31.14 200,606 - - 20600006 250,000
05112002 O5-11-20G7 30.75 1,480,000 - - 1,480,000 -
30-11-2002 30-11-20G7 3111 2,300,006 - - 2,300,606 -
30-01-2003 30-01-2008 30.43 500,00 - - 500,606 -
19062003 19-056-2008 $0.42 1,000,000 - - 1,000,000 -
17,160,227 2,300,000 2,606,230 11,863,097 8,973,997
dy §  Share Placement
Pursuant o the share placement announced on 13 December 2001 the Company
issued 14,000,000 ordinary shares in the Company at an issue price of 75 cents per
share to dlients of WH lreland (Stockbrokers) in the United Kingdom and clients of
Southern Cross Fouities {Stockbrokers) in Australia,
it On 11 Aprit 2003 the Company announced a package of equily raisings which ware
implemented in the following manner:
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25. CONTRIBUTED EQUITY {contihued}

i)

Share Placement
On 28 April 2003, the Company issued 19,000,000 ordinary shares in the Sompany at
an issue price of 30.335 per share {o professional and sophisticated investors.

Share Purchase Flan
On 12 May 2003 the Company issued 18,998,257 ordinary shares in the Company at an
issue price of $0.335 per share.

Share Placement

Fursuant to the resolutions approved at the General Mesting on 19 May 2003, the
Comparny issued 7,267,164 ordinary shares in the Company at an issue price of $0.335
per share o several of the Company's Directors,

Share Issue
On 21 May 2003 the Company issued 950,000 ordinary shares in the Company at an

issue price of $0.335 as fee-consideration for underwriting the Share Purchase Plan.

Consolidated

Gympie Gold Limited

2003 2002 2003 2002
$000 $'000 $'000 $ooo
26. RESERVES AND RETAINED PROFITS
fetalned profits/{accumulated lossas) at
tha beginning of the financial year 6,112 8,602 {36,458) (31,636)
Adjustment resulting from changs in
accouniing policy for wages, salaries,
annual leave and sick leave {(Note 1} {101) - (99) -
Net loss attributable to members of
Gymple Gold Limited {22,858) (2,490} {12,199) {4,820
Hetained profits/{accumulated losses) at
the end of the financial year {16,847) 6,112 {48,754) {36,456}
27. COMMITMENTS FOR EXPENDITURE
Operating leases
Commitments for minimum lease payments in
reiation 1o non-cancellable operating leases are
payable as follows:
Within one year 138 209 139 209
Later than one year but not later than & years - 139 - 139
138 348 139 348
Finahce leases
Commitments In refation 1o finance leases are
payable as follows:
Within one vear 2,988 1,576 8 g
tater than one year but not Iater than & years 5,387 3,348 3 10
Minimuim lease paymenis 8,375 4,922 11 18
Less: Future finance charges {1,029} {638} - -
Yotal finance lease liabilites 7,346 4,284 1 15
HBepresenting lease labilities:
Current (Note 18) 2,466 1,274 & g
Non-current (Nota 22) 4,880 3,010 3 10
7,346 4,284 1 15
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27.

28.

COMMITMENTS FOR EXPENDITURE (continued)

Exploration Commitments

Continued rights of tenure to exploration and mining tenements are subject to the Company meet-
ing certain commitments as set by the Department of Mines and Energy (Queensiand). These obiig-
ations, which are subject 1o renegotiation upon expiry of such leases, are not provided for in the
financial statements, as there is no legal llability for the Company to ensure that such commitments
are met. However, as a result of the current status of the tenements, and the level of expenditure 1o
date, there are no outstanding exploration commitments at balance dats.

Capital Commitments
A controlled entity, Southland Ceal Pty Limited, has made cornmitments for future expenditure for
mine equipmant and developrment of approximately $3,000,000.

Contract in Relation to Coal Operations
A controlled entity, Southland Coeal Pty Limited, has contractual cbligations to seli coal on behaif of
Thiess Southland Pty Lid which holds a 10% joint venture interest in Southland Coal.

Consolidated Gympie Gold Limited
2003 2002 2003 2002
$'000 $000 $'000 $000
RECONCILIATION OF PROFIT FROM CREINARY
ACTMITIES AFTER INCOME TAX TO NET CASH
INFLOW FROM OPERATING ACTIVITIES
Loss from ordinary activities after income tax {22,858} {2,490} (12,199 (4,820
Depreciation of property, plant and equipmeant 3,484 2,757 47 42
Amortisation of exploration, evaluation and
deferred mineral prospects 23,625 12,849 5
Exploration and development expenditure written off 425 - 420
Shares issusd as consideration for underwriting
the Share Purchase Plan 318 - 318 -
Changes in assets and liabiliies
Movement defarred tax balances {1,819} {813 - -
Provision for restoration/rehabilitation {155} {419 - -
Provision for deferred costs 539 - 639 -
Frovision for employee entitlements {12} 414 98 274
Befarred foreign exchange gain 3,304 - - -
Prapayments {19} {204} {13} {2
Trade and sundry receivabies {6,653} {4,527) 29 36
Cradiors 3,679 5635 1,144 (76543
inventory (6,965} {1,929} - 1
Defarred income - {758 - -
inter-company charge - — (501} {600
Net cash flow provided by/(used in} operating
aciivities {3,109} 13,615 (10,013} (5,827}
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Consolidated Gympie Gold Limited
2003 2002 2003 2002
$000 $'000 $'000 $ooo
29.  CONTINGENT LIABILITIES
Guarantees
Gympie Gold Limited and certain controllad entities
have given guarantees 1o cerfain governmant
bodies and unrelated parties amounting to 5,760 5,350 - -
30.  REMUNERATION OF AUBITORS
Consolidated Gympie Gold Limited
2003 2002 2003 2002
$ $ $ B
Femuneration 1o the auditor of the parent
entity and of the consolidated entity -
PricewaterhouseCoopars:
Hemunaeration for audii or review of the
financial reporis 204,320 103,000 61,487 33,781
Other services - 84 80C - 94.800
204,326 197,800 51,487 128,581

I accordance with ASIC 98/0100, auditors’ remuneration has not been rounded.

31. EMPLOYEE ENTITLEMENTS

Consolidated Gympie Gold Limited
Number Number
Employee numbers 2003 2002 2003 2002
Number of employess {excluding mining
contractors) as at reporting date 151 148 10 11

Employee Share Option Plan

An employes share plan has besn established whereby employees of the consolidated entity are
issued with options over ordinary shares of Gympie Gold Limited. The options, issued for nif con-
sideration, are issued in accordance with guidelines established by the Directors. The options can-
not be transferrad and will not be quoted on the Australian Stock Exchangs.

During the vear, 1,665,000 options ware issued under this plan to those eligible and 175,000 of
thase were cancelled. The detalls of the options on issue are shown in Note 25,

A total of 2,300,000 ordinary shares were issued during the vear ended 30 June 2003 on the exer-
cise of options granted under the scheme. The amount received on the exercise of options is recog-
nised as lssued capital at the date of issue of the shares. The amount recognized during the year
ended 30 June 2003 was $920,000 {2002 $1,029,000).

The terms and conditions of 4,000,000 options held by a Director as at 30 June 2003 are exacily
the same as under the employee share option plan although they do not form a part of that plan.

The market value of ordinary Gympie Gold Uimited shares closed at $0.40 on 27 June 2003

No other equities in any of the entities within the consolidated entity were acquired by or issued to
employeas during the year in relation to any oiher ownership-based remuneration plan.
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31,

az.

EMPLOYEE ENTITLEMENTS {continued)

Superannuation Commitments

AXA Australia provides employees with benefits on retirement, disability or death. The superannua-
tion pian provides accumuiated benefits based on the accumulation of employes and employer
contributions with interest, and as such no aciuarial assessments are required. Employees con-
tribute various percentages of thelr wages and salaries to the plan. The consclidated entity has a
iegal obligation to contribute to the plan or an equivalent plan.

Consolidated Gympie Gold Limited
20063 2002 2003 2002
$'000 $ooo $000 $'000
The aggregate employee entitlement fiability
iz comprised of:
Accrued wages, salaries, bonuses and on costs 1,185 484 2m 197
Provision for employee entifernents —
current (Note 19) 1,932 1,976 526 489
Provision for employee entitlernents —
non-current (Note 24} 670 £38 184 143
Aggregate employee entilement fiability 2,602 2,614 710 512
RELATED PARTIES
Directors

The Direciors of Gympie Gold Limited at any time during the financial vear were:

Mr M G Darling, dr i Adams, Mr P C Cadwaliader, Mr J & Leach, Mr R Woodall and Dy C Rawlings.
Mr J Leach held office as a Director untll 26 June 2003.

The following related party transactions cccurred during the financial year ending 30 June 2003

Transactions Of Directors And Director-Related Entities Concerning Shares Or Share Options
Aggregale numbers of shares and share options of Gympie Gold Limied acquired of disposed of
by directors of the Company and consolidated entity or their director-related entities from the
Company:
Parent entity and
consolidated

2003 2002
Number Number

Acquisitions/{Disposals}

Oyrdinary shares by exercise of options 2,300,000 700,000
Ordinary shares by share placements 7,267,164 -
Ordinary shares purchased on market 434,783 -
Ordinary shares by share purchase plan 131,150 -
Options granted over ordinary shares 2,300,000 700,000
Disposal of ordinary shares 1,287,035} {715,000)

Aggregate numbers of shares and share options of Gympie Gold Limited held directly, indirectly or
beneficially by directors of the Company or the consolidated entity or thelr director-related entities
at balance date:

Ordinary shares 55,458,561 46,888,409
Options over ordinary shares 4,250,000 5,760,000
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32. RELATED PARTIES {continued)

Other Transactions with Directors and Birector-Related Entities

A director, Mr M G Darling, is a direcior and sharsholder of Pilatus Capital Limited who provided
Gympie Gold Uimited a finance facility up to $2 million. The Company borowed $2 milion during the
year and this was repaid in May 2003 together with interest totalling 572,636 and the facility expired.
This arrangement was based on normal commercial terms and conditions. Curing the yvear Pilatus
provided an underwriting agreement to Gympie Gold Uimited of up to $5,825,000. A commitment
fea of $291,250 was pald In May 2008, This arrangement was based on normal commercial terms
and conditions.

A director, Mr H Adams, Is associated with the Adams Superannuation Fund who provided Gympie
Gotd Limited an underwriting Tacility of up 1o $100,000 during the year, A commitment fee of $5,000
was paid in May 2003, This arrangement was based on normal commercial terms and conditions.

A director, Mr J £ Leach, is a director and shareholder of Brasbum Holdings Pty Ltd who provided
Gympie Gold Umited an underwriting faciiity of up to 875,000 during the year. A commitment fee of
$3,750 was paid in May 2003, This agreement was based on normal commercial terms and condi-
tions.

A director, M B Woodall, is a director and shareholder of Earthsearch Consulting Group Pty Limited
who provided geological consulting services during the financial vear amounting to $33,000 (2002
$30,000). This armangement is based on normal commercial terms and conditions.

Wholly-Owned Group
Gympis Gold Limited provided loan funds, management, administration and iechnical services to
entities in the group during the year. Entities in the group reimbursed Gymple Gold Limited for costs
incurred on their beha.

Transactions between Gympie Gold Uimited and other entities in the wholly-owned group during the
years ended 30 June 2003 and 2002 consisted of:

a} loans advanced by Gympis Gold Umited;
b} loans repaid to Gympie Gold Limited;
¢t the payment of interest on the above ioans.

Gympie Gold Limited

2003 2002
$000 $'000
Aggregate amounts included in the determination of
profit from ordinary activities before income tax that
resuited from transactions with entities in the
wholly-owned group:
intarest revenus 68 528
Managemeant fse revenue 1,440 1,680
Aggregate amounts receivable from/payable to
eniitias in the wholly-owned group at balance date:
Non-current receivables 113,823 69,214
MNon-current payabies 57,936 BBTTT

Ownership Interests in Related Parties
Interests held in the following classes of related parfies are set out in the following notes:

al Investment in controlled entities — Note 33,

b} interest i joint venture — Note 39,
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33, INVESTMENTS IN CONTROLLED ENTITIES

Country of Cost of Parent

Name of Entity ncorporation Equity Holding Company’s investment
20603 2002 2003 2002
% %o $'000 $000
Devex Finance Pty Limited Austraiia 106 100 - -
Southiand Mining Limited Austraiia 106 100 33,619 33,619
Southiand Coal Pty Limited Austraiia 106 160 - -
Southiand Geld Pty Limited Austraiia 106 100 - -
NSW Mining Co Pty Limided Austraiia 106 100 - -
Doral Resources NL Austrajia 100 100 27.833 27,8353
Haoma Patroleum Py Limited Austraiia 106 100 - -
Strata Petroleum Pty Limited Austraiia 106 100 - -
Doral Magnetite Ply Limited Austraiia 106 100 - -
Doral Lime Products Piy Limited Austraiia 106 100 - -
Gympie Fldorado Gold Mines Pty Limited Austraiia 100 160 6,089 5.099
67,551 57.581

34, EARNINGS PER SHARE
Consolidated

20603 2002
Cents Cents
Basic sarmings per share (13.9) {1.7}
Diluted earnings per share (13.9} {1.6}
20603 2002
Shares Shares

Weighted average number of shares used as

the denominator in calculating basic sarnings

per share 164,913,040 147,432,748
Weighted average number of ordinary shares

used as the denominator in calculating diluted

earnings per share 164,913,040 151,622,194

35. REMUNERATION OF DIRECTORS
Directors of entities in Directors of
the consolidated entity parent entity
20063 2002 2003 2002
$ B $ B

lncome paid or payable, or otherwise made

available, to directors by entities in the

consolidated entity and related parties in

connection with the management of affalrs

of the parent entity or its controlled enditiss 1,134,808 1,253,668 1,134,808 1,253,604
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35. REMUNERATION OF BIRECTORS {continued)

Options are granted to executive directors under the Gympie Gold Limited Emgployes Option Plan,
details of which are set out in Note 31, Details of options granted to and exercised by directors dur-
ing the vear ended 30 June 2003 are set out in Note 32,

The amounis disclosed for remuneration of directors include the assessed fair values of options
granted o directors during the year ended 30 June 2003 at the date they were granted. Faly val-
ues have been assessed using the Black-Scholes option pricing model. Factors taken into account
by this mode! include the exercise price, the term of the option, the cument price and expected price
voiatiity of the underlying share, the expected dividend vield and the risk-free interest rate for the
tarm of the cption. it should be noted howsver that these options are unlisted and non-transferable.

Directors’ remuneration excludes insurance premiums of $66,550 paid by the parent entity in
respect of directors’ and officers’ liability insurance contracts as the contracts do not specily pre-
miums pald in respect of individual directors and officers. Information relating to the insurance con-
tracts is sef out in the directors’ report.

The number of directors of Gymple Gold Limited whose total income from the parent eniity or
related parties remuneration falls within the following bands:

$ % 2003 2002
30,000 - 39,289 i 1
40,000 - 49,9499 3 3

46,000 - 419,880 - 1
454,000 - 459,990 1 -
520,000 - 529,289 1 -
886,000 - SIERE S, - 1

36. REMUNERATION OF EXECUTIVES

Executive Officers of Executive Officers of
the Consclidated Entity the Parent Entity
2003 2002 2008 2002
$ $ $ B
Amounts received or due and receivable by
exscutive officers of the consclidated entity
and the Company whose remuneration is at
lsast $100,000 or more, from entities in the
consclidated entity and related entities. 2,082,847 2,343,499 1,530,347 2,343,490

Opticns are granted o executive officers under the Gympie Goid Limited Employes Option Plan,
details of which are set out in Note 31,

The amounts disclosed for remuneration of executive officers in this note include the assessed faly
values of options granied to executive officers during the vear ended 30 June 2003 at the date they
were granted. Fair values have been assessed using the Black-Scholes option pricing model.
Factors taken into account by this model include the exercise price, the term of the option, the cur-
rerd price and expecied price volatiity of the undertying share, the expecied dividend yield and the
risk-free interest rate for the term of the option. It should be noted however that these options are
unfisted and non-transferable,

Executives’ remuneration excludes insurance premiums of $66,550 paid by the parent entity in
respact of directors’ and officers’ liability insurance contracts as the contracts do not specify pre-
miums paid in respect of individual exescutives.
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36. REMUNERATION OF EXECUTIVES (continued)

The number of Australian based executives {including direciors) where remuneration from entities in
the consalidated entity and related parties was within the specified bands is as follows:

%

160,000 -
180,000 -
280,000 -
280,000 -
300,000 -
340,000 -
416,000 -
450,000 -
520,000 -
880,000 -

$

164,589
199,989
263,995
293,995
309,889
349,990
419,995
453,995
524,809
583,995

37.  FINANCIAL INSTRUMENTS

Consolidated

20063

.k B3 ek

—. ]

2002

Gympie Gold Limited

2003

2002

3

T ——

Gympie Goid Limited and certain of its controlied entities are party o derivative financial instruments
in the normal course of business in order to hedge exposure 1o fluctuation in foreign exchange rates

and gold prices.

Forward Exchange Contracts

The sales revenue of one of the controlled entities s predominantly denominated in United States
dollars. In order to protect against adverse exchange rate movemenis, all of the anticipated saies
revenue is sold forward under forward exchange contracts.

The confracts are fimed to mature o match expected US dollar revenue streams.

At balance date, the deiails of outstanding contracts are;

Forward foreign exchangs

contracts
Maturity
0-6 months
5-12 months
12-18 months

Sell US Buy Australian Average Exchange

Dollars Doliars
20063 2002 2003 2002 2003 2002
$'000 $000 $'000 $'000 Cents Cents
18,576 5,462 29,342 10,251 63.31 53.04
18,000 - 30,158 - 58.68 -
20,000 - 32408 - 51.71 -
56,576 5,462 91,808 10,251 61.57 53.04
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37.  FINANCIAL INSTRUMENTS {continued)

As these contracts are hedging anticipated future sales, any unrealised gains and losses on the con-
tracts, fogether with the cost of the contracts, are deferred and will be recognised in the measure-
ment of the underlying transaction. Included in the amounts deferred are any gains and losses on
hedging contracts terminated prior to maturity where the related hedged transaction is still expected
1o ocour,

The following gains, losses and costs have been deferred by the consolidated eniity in relation to
foreign exchange contracis as at 30 June 2003

2003 2002
$'000 $'000
Unrealised forsign exchange gains/flosses) 7,132 {1,240)
Ceterred foreign exchange gain 3,304 -

Commeodity Contracts
At 30 June 2003 the Company was committed to delivering 128,000 ounces of gold under forward
sales contracts at an average price of $520 per ounce to 31 December 2006 as follows:

Maturity Date Ounces to be Delivered Delivery Price
2603 2002 2003 2002
& B
2002-2003 - 735,750 - 527
20052004 38,000 74,100 520 530
2004-2005 36,000 36,000 520 52
20052006 36,000 36,000 520 20
2006-2007 18,000 - 520 -
126,000 219,850

Unrealised hedging losses as at 30 June 2003 totalled $3.7 milion on gold contracts (2002 $14.6
rritlion loss).

Credit Risk Exposures

The credit risk on financial assets of the consalidated entity which have been recognised on the
staterments of financial position, other than investments in shares, is generally the carrying amount,
net of any provisions for doubtful debts.

The recognised financial assets of the conzolidated entity include amounts receivable arising from
unrealised gains on derivative financial instruments. For off-balance shest financial insiruments,
including derivatives, which are deliverable, credi risk also arises from the potential fadure of coun-
terparties 1o mest their obligations under the respective contracts at maturity. A material exposurs
arises from forward exchange contracts and commodity contracts and the consolidated entity is
exposed o loss in the event that counterparties fail to deliver the contracied amount. At balance
date the consolidated entity is in a net loss position on commeadity confracts and hence credit risk
iz limited to the carrying value of other receivables.
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NOTES TO THE FINANCIAL STATEMENTS

30 June 2003

37.  FINANCIAL INSTRUMENTS {continued}
Interest Rate Risk Exposures
The consolidated Company’s exposure to interest rate risk and the effective weighted average inter-
ast rate by maturity periods is set out in the loliowing table.
Weighted Fixed interest maturing in:
average Floating 1 year Over 1 Over 5 Non Total
interest interest  orless o years interest
rate rate 5 years bearing
2003 Notes % $'000 %000 $'000 %000 $'000 %000
Financial assets
Cash and dsposits 8, 16 3.8 8,666 - - - - 8,666
Receivables 7 - - - - - 14,132 14,132
Receivables from bank
in refation 1o foreign
axchange contracts 10 - - - - 7132 7,132
8,666 — — — 21,284 29,930
Financial liabilities
Bank loans 22 7.7 28,000 - - - - 28,000
Trade and other creditors 17 - - - - - 11,361 11,361
Mining loan — gold 18, 22 8.0 8,086 - - - - 8,086
Stockpile finance 18 37 11,267 - - - - 11,267
tease llabilities 18, 22 7.8 - 2,466 4,680 - - 7,348
Convertible notes 22 8.5 - - 44,000 - - 40,000
47,353 2,466 44,8580 - 11,3681 106,060
Net financial assets {iabiities) (38,6687 {2,466}  (44,880) - 0.903 (76,130
Weighted Fixed interest maturing in:
average Floating 1 year Over 1 Over 5 Non Total
interest interest  orless o years interest
rate rate 5 years bearing
2002 Notes % $'000 %000 $'000 %000 $'000 %000
Financial assets
Cash and deposits 8, 16 4.0 26,483 - - - - 26,483
Receivables 7 - - - - - 7477 7477
26,483 - - - 7A7T 33,960
Financial liabilities
Bank loans 22 5.6 7720 - - - - 7,720
Trade and other creditors 17 - - - - - 12,387 12,357
Mining loan — gold 18, 22 7.0 8,808 - - - - 8.908
Mining loan — coal 18, 22 105 8,228 - - - - 8,228
Stockpile finance 18 4.0 5445 - - - - 5,445
tease labilities 18, 22 8.2 - 1,274 3,010 - - 4,284
Convertible notes 22 8.5 - - - 40,000 - 40,000
30,301 1,274 3,010 40,000 12,357 826,942
Net financial assets {iabiities) {3,818 {1,274} (3,0101 {40,000} {4,880 (B2 982
Net Fair Value of Financial Assets and Liabilities
The net falr value of monetary financial assets and financial liabilities of the consclidated entity
approximates thelr camying amounts except for foreign exchange contracts which have a net fair
value of $4,758,000 and a carrying amount of 7,132,000,
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38. NON-CASH FINANCING AND INVESTING ACTIVITIES
Consolidated Gympie Gold Limited
2003 2002 2003 2002
$000 $'000 $'000 000
Acquisition of plant and equipment by
means of finance lsases 5,816 2,032 - -
Deferred mineral prospecis — loan from
mining contractor - 548 - -
Acouisition of plant and equipment by
share issue 495 - 485 -
39. INTERESTS IN JOINT VENTURE
Joint Venture Operation
Southland Coal Pty Limited has entered into a joint venture operation with Thisss Scouthland Pty
Limited called Scuthland Colliery Joint Venture. Southiand Coal Py Limied has a 80% participating
interast in the joint venture.
The consolidated Company's interests in the asssts in the joint veniure are included in the consoli-
dated staternent of financial position, in accordance with the accounting policy described in Note 1,
under the following classifications:
Consolidated Gympie Gold Limited
2003 2002 2003 2002
$000 $'000 $'000 000
Current Assets
Cash 72 202 - -
Receivablas 13,842 6,370 - -
Mine development 17,644 20,724 - -
inventories 11,185 5,068 - -
Other 206 2B9 - -
Totat Current Asseis 43,038 32,643 - —
Non-Current Assets
Dreferred mineral prospects and
piant and equipmeant — at cost 69,698 54,398 - -
tese: Accumulated depreciation {7,539) (6,685 - -
Totat Non-Current Assets 62,158 RY,7TOL - -
Share of Assets Employed in Joint Venture 105,198 890,352 - -
Commitments for capital expendiure for the joint venture have been included in the capital com-
mitments of the group (Note 27).
The Scuthland Coilliery Joint Venture’s principal activity 1s mining its coal reserves.
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49,

41.

SUBSEQUENT EVENTS

[y Aguitar Gold Umited was isted for trading on the Australian Stock Exchange on 21 August 2003.
Three exploration arsas were sold to D'Aguilar for $1,500,000 paid in [ Aguilar shares at the listing
price of 30.20 each for 7,500,000 ordinary shares, which maintains Gymple Gold’'s ownership of
[y Aguitar at approximately 25%.

Mo other matters or circumsiances have arisen since 30 June 2003 that have significantly affected
or may significantly affect:

ar the consolidated Company’s operations in future financial years, or
b the results of those operations in fudure financial years; or
¢ the consolidated Company’s state of affairs in future financial years.

GOING CONCERN NOTE TO THE FINANCIAL STATEMENTS

The Directors believe the Group is a going concern and the financial report does net include any
adjustments relating to the recoverability and classification of the recorded asset amounis o o the
amounts and classification of Habiliies that might be necessary should the Group not continue as a
G0iNg Concer.

For the year ended 30 June 2003 Gympie Gold Limited and the entities it controlled {the Group),
incurred an cperating loss of $22,858,000 after tax and had net cash outflows of $17,744,00C.

The unsatistaciory production for the period 1o March 2003 of the Southland Colliery was due 1o
iongwall face stability problems, primarily relating 1o a zone of poor ground conditions first encoun-
tered in September 2002, The zone had been anticipated in the mine pfan but its impact was under-
astimated. A recurrence of such difficuities is not expected, based on the corrective measures taken
and based on consultations with independent specialist experts.

As a result of the financial impact of the svents between September 2002 and February 2003 the
Group successfully ralsed $15.2 milion in May 2003, Gymple has also established an operating
regerve account of $6 milion which may be drawn down with the agreement of the Lenders in cer-
tain circumstances 1o cover any difficult mining conditions.

During the year the Group rearranged its debt facilities with its bankers to increase its revolving credit
iine for coai stocks and debtors, and also o reschedule repayments of a term loan from the year
ended 30 June 2003 to later in the term of the current facility which expires in the year ending 30
Hine 2005,

To ensure that the Group does net experience difficulties of a similar magnitude again, the following
corrective operational measures have been taken:

* Additional detailed geological mapping was performed to confirm appropriate mining operations
through the remainder of fongwall panei SL3 and SL4 at Sowthland. These studies indicate the
ground conditions are much-improved within the proposed mining horizon throughout the mine
zones in which over 2.5 million tonnes of coal have been developed ready for extraction, inciud-
ing 0.5 million tonnes of coal remaining in the curent longwall panel SL3 as at 30 June 2003
and over 1.6 milicn tonnes in SL4.

+  Successfully moving the longwall to the floor of the Greta seam to access the improved geo-
logicat conditions. This involved mining down through the poor ground conditions causad by in-
seam shearing which had desiabilised the upper half of the coal seam.

*  Conversion of fongwall operations from a 5-day roster {0 a continuous 7-day roster which
enhances the ability of the longwall to cope with any difficult ground conditions and also results
in an Increase to the annual production capacity of the operations by approxdmately 18%.

+ Mechanical improvements o the longwall unit and upgraded maintenance systems which
enhanced operational reliability.

+ introduction of new rapid recovery strata §ill fechniques.
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41.

GOING CONCERN NOTE TC THE FINANCIAL STATEMENTS {continued)

* In March 2003 the Group acquired near new longwall equipment to be integrated with the exist-
ing iongwall unit. This new equipment will enhance control in the difficult group conditions pre-
viously encountered during SL3.

Since the various corrective measures were implemented, production resumed on 10 February
2003, in the six menth period o August 2003 the average monihly production has been 185,000
tonnaes. This level of production was in excess of forecast levels for that period and is consistent
with the forecast for the year ending June 2004, The forecast production for the year ending June
2004 is between 1.8 million 1o 2.2 milion saleable tonnes and at the date of this report the direc-
tors are confident this level of production can be achieved.

The forecast cash flows assume a restructuring of the current debt prior to December 2003, The
obijective of the restructuring is to replace a two year banking faciiity with a longer term facility. At
the date of this report the directors are considering various options in conjunction with the Group’s
major lender to determine the most appropriate type of debt structure, and are confident in their
expectation that the funding needs of the group will be mat.

The assumptions used in preparing the cash flows also include the realisation of the mine plan
which is dependent upon the continued success of the comective operational measures described
above and there being no unforeseen events that would have a significant negative impact on sither
the achievement of the revised mine plan or the cash flows relating therato.

Untit such time as the Group does restructure its existing two year banking facility, there is a signif-
icant uncertainty (as defined in Australian Auditing Standard 708} whether the Group will continue
as a going concern and, therefore, whether it will realise its assets and extinguish its liabilities in the
normal course of business and at the amounts stated in the financial report,

Notwithstanding the foregoing the Directors believe that, on the basiz of the operational and finan-
clal actions taken to date, it is reasonable to expect that the Group has the ability to continue as a
going concern with a strengthened balance sheet.
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DIRECTORS’ DECLARATION

The directors declare that the financial statemenis and notes set out on pages 14 o 50
al comply with Accounting Standards, the Corporations Regulations 2001 and other mandatory
professional reporting requirements; and

b give a true and fair view of the Company’s and consciidated entity’s financial position as at 30
Juna 2003 and of their performance, as represanted by the results of their operations and their
cash flows, for the financial year ended on that date.

In the directors’ opinion:

ar the financial statements and notes are in accordance with the Corporations Act 2001, and

oy there are reascnable grounds fo believe that the Company will be able {o pay its debts as and
when they become due and payable.

This declaration is made in accordance with a resolution of the directors.

Harry Adams
Direcior

Sydney
28 August 2003
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INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF GYMPIE GOLD LIMITED

Audit Opinion
I our opinion, the financial report of Gymple Gold Limited:

* gives a true and far view, as required by the Corporations Act 2001 in Australia, of the finan-
clal position of Gympie Gold Limited and the Gympie Gold Group {defined below) as at 30
June 2003, and of their performance for the year ended on that date, and

* s presentad in accordance with the Corporations Act 2001, Accounting Standards and
other mandatory financial reporting requirements in Australia, and the Corporations
Begulations 2001,

This opinion must be read in conjunction with the rest of our audit report,

Inherent Uncertainty Regarding Continuation as a Going Concern

Without qualification to the stalement expressed above, attention is drawn 1o the folowing matter.
As a result of the matters described in Note 41, there is significant uncertainty whether the Group
will be abie to continue as a going concern and therefore whether i will realize its assets and extin-
guish its fiabiiities in the normal course of business and at the amounts stated in the fnancial report.

Scope

The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial perfor-
mance, statement of cash flows, accompanying notes to the financial statements, and the directors’
declaration for both Gympis Gold Umited {the company) and the Gymgie Gold Group {the consoli-

dated entity}, for the year ended 30 June 2003. The consolidated entity comprises both the com-
pany and the entities it controlled during that year,

The directors of the company are responsible for the preparation and true and falr presentation of
the financial report in accordance with the Corporations Act 2001, This includes responsibility for
the maintenance of adequate accounting records and internal controls that are designed to prevent
and detect fraud and error, and for the accounting policies and accounting estimates inherent in the
financial report.

Audit approach

We conducted an independent audit In order to express an opinion to the members of the company.
Our audit was conductad in accordance with Australian Auditing Standards, in order to provide rea-
sonable assurance as o whethar the financial report is free of material misstatemnent. The nature of
an audi is influenced by factors such as the use of professional judgement, selective testing, the
inherent limitations of internal conirol, and the avallability of persuasive rather than conclusive avi-
dence. Therefora, an audit cannot guarantes that all material misstatements have been detecied.

We performed procedures to assess whether in all material respects the financial report presents
fairty, in accordance with the Corporations Act 2001, Accounting Standards and other mandatory
financial reporting requirements in Australia, a view which is consisient with our understanding of the
company’s and the consolidated entity’s financial position, and of their performance as represented
by the results of their operations and cash flows.

We formed our audit opinion on the basis of these proceduraes, which included:

*  examining, on a test basis, nformation to provide evidence supporting the amounts and dis-
closures in the financial report, and

* assessing the appropriateness of the accounting policies and disclosures used and the rea-
sonableness of significant accounting estimates made by the direciors.
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INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF GYMPIE GOLD LIMITED

Whan this audit report is included in an Annual Repori, our procedures include reading the other
information in the Annual Report to determine whether # contains any material inconsisiencies with
the financial report.

While we considered the effectiveness of management’s internal controls over financial reporting
when determining the nature and extent of our procedures, our audit was not designad o provide
assdrance on internal conirols.

Cur audit did not involve an analysis of the prudence of business decisions made by directors or
managemant.

Independence
Iy conducting our audi, we followed applicable independence requirements of Austrafian profes-
sional ethical pronouncements and the Corporations Act 2001,

Petar Huchholz
Partnar

Sydnay, 28 August 2003
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SOUTHLAND COAL
COAL RESOURCES AND COAL RESERVES STATEMENT

Summary Of Resources For Full Greta Seam Thickness
{Miilion tonnes of coal, As at 30 June 2003)

Location Measured Indicated ‘fotal
Hesources Resources Resources
L2 9.7 99,3 119.0
CCLT28 0.8 219 22.5
Total Coal Resources 20.3 121.2 141.5

Summary Of Resources For 4.5 Metre Mining Height From Seam Base

Location Measured Indicated fotal
Hesources Resources Resources
CMER 10.1 70.5 80.6
CCLT2E - 2.3 2.3
Total Coal Resources 10.1 72.8 829

. Resources are within tenemenis CML2 and CCLT28 and have been estimated 10 a depth of 850

matres.

. Resowrce exclusion zones:

20 metre barrier from exiernal lsase boundary,

100 metre minimum distance from old workings;

20 metres on each side of interpreted faults and dykes; and

northern part of Ouorrobelong Fault Zone where selsmic records indicate structural distur-
bance.

. Sulphur content generally increases towards the top of the Greta Seam. In the tenement area,

the uppermost 1 metre fo 2 metres of the § metre thick Greta Seam is high in sulphur (=3%),
while the basal 4 metres of the seam has sulphur content typically averaging 0.8% o 1.0%.

. In-situ bulk density of the seam has been determined from an ash/ARD relationship adjusted for

moisture. The relationship used is: ARD = 1.2141 + (0.0092 x raw ash % [ad}) corrected by sub-
fracting C.01 to allow for in-situ moistura,
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SOUTHLAND COAL
COAL RESOURCES AND COAL RESERVES STATEMENT (continuect

Summary Of Southiand Coal Reserves
{Million tonnes of coal, As at 30 June 2003}

Location Proved Probable Recoverable
Heserves Reserves Reserves
North West (SL3-5L8) 370 1.156 4,90
South Waest (SL7-8L11) - 7.87 7.87
Fast (SL11-5L22 - 2412 2412
West (5L23-5126) - 3.86 3.86
Totat Coal Reserves 3.75 37.00 40.75

. Longwall extraction heights have been set at 3.1 metres for existing supports and 3.5 metres for

replacement supports.

Ceal barriers have been maintained at mine boundaries, adjacent 1o old workings and adiacent
to faulis where no mining has been included in the Reserves estimate. Barriers are:

* 20 metre barmiar at external lease boundary,

* 100 metre barrler from old workings; and

*» 50 metre barrier either side of faults.

Hoadway devalopment roadway heights have besn nominated at 3.3 metres.

in-situ bulk density of the searn has bsen determined from an ash/ARD relationship adjusted for
maisture. The relationship used is: ARD = 1.2141 + {0.0093 % raw ash % [ad}} corrected by sub-
tracting 0.01 to allow for in-situ moistura.

A moisture adjustment of 2% has been applied to the mined coal to deiermine the run-of-mine
Racoverable Reserves.

. Out of seam floor diution of 2omm at an BD of 2.3 has been included in the Recoverabie

Raservas,

Adiustments to the Juns 2002 reserves estimation include a revised longwall extraction height,
alteration to the mine plan in the southeast area and the production of 1.26 million tonnes during
the 2002-03 financial year.

The above accurately reflect the reports of:

H. Dyscn of MceElroy Bryan Geological Services Pty Ltd for the Coal Rescuwrces; and
P Mitcheli of Minarco Asia Pacific Pty Ltd for the Coal Reserves;

who gualify as Competent Persons and have sufficient relevant experience in the fisld of activity
being reported, as defined by the 1999 Australasian Joint Ore Reserve Code.
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GYMPIE ELDORADO

MINERAL RESOQURCES AND ORE RESERVES STATEMENT
{as at 30 June 2003

Category Tonnes Grade Contained Gold Ounces

g/t gold 30 June 30 June
2003 2002

Irferred - North Inglewood 398,000 7.3 93,000

Inferred - Mine Area 1,117,000 6.2 222,000

Sub-total Inferred 1,515,000 6.5 315,000 473,000

Indicated - Partridge 281,000 87 79,000

lndicated — Mine Area 1,146,000 6.6 245 000

Sub-total Indicated 1,427,000 74 324 000 151,000

Measured — Ming Area 170,000 85 47,000

Sub-total Measured 170,000 85 47,0600 159,000

Total Mineral Resources 3,112,000 6.9 686,000 783,000

Probable - Partridge 101,000 7.39 24,000

Probable — Mine Area 463,000 7.30 109,000

Sub-total Probable 564,000 7.30 133,600 84,000

Proved — Mine Area 103,000 8.62 28,000

Sub-total Proved 103,000 8.62 28,600 114,000

Total Ore Reserves 667,000 7.5 161,600 198,000

»  Mineral Resources include Cre Reserves. Infarred Resources are not convartad 1o Ore Reserves,
* High grades cut to 56g/1 for Inglewood ore and 250g/4 for Gympie Vein ore and Stockwork ore.

» Visible goid intercepts are assayed by screen-fired methods and others are fire assayed at
NATA-registered independent laboratories. Standard and repseat samples, multi-laboratory
cross-checks and other quality assurance procedures are used and sub-standard batches of
samplas have baen re-assayed.

* Minimum mining width of 1.5 metres has been applied to Mineral Resources and a minimum
mining width of 1.5 metres plus 0.3 metres of dilution at an assumed zero grade has been
applied to Ore Reserves.

* Minimum block cut-off grades of 6 gram-metres has been applied for Mineral Resources and @
gram-metres for Ore Reserves except for Stockworks which have geciogically defined bound-
aries in places.

*  Wids, low-grade Inglewood ore reserve biocks have a minimum cut-off grade of 4.0/t applied.

»  Allowances for mining ksses and dilution have besn made to convert Mineral Resources to Ore
Reserve estimates. The historical positive cunces-reconciliation factor of 10% to 20% for actual
production compared 1o Ore Reserve estimates of production has not been applied. Mining dilu-
fion and loss estimates for the modification of resources to reserves for Inglewood and Gympie
lodes are based on historical performance. Engineering estimates of diution and ore losses are
based on mining outlines for Stockwork orebodies from siudies by geotechnical consuliants, K
Rosengren & Associates and Golders Assodciates, under the supervision of Competent Person
R. Scargil.

The key changes since the Mineral Rescurces and Gre Reserves Statement as at 30 June 2002 are:

1. The deplstion via mining of approximately 85,000 ounces from Mineral Resources and
50,000 ounces from Ore Reserves; and

2. Addition of 27,000 ounces of Ore Resarves in the Museum Shoot of the mine area.

This statement accurately reflect the reporis of J. Dugdale, B, McQuitty, M. Parry, J. Ingram, J.
Beckion, | Levy and R. Scargill; who are Competent Persons with sufficient relevant experience in
the fieid of aciivity being reported, as defined by the 1999 Australasian Joint Ore Reserve Code.
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SHAREHOLDER INFORMATION

The shareholder information set out below was applicatyie as at 18 Sepiember 2003,

A) Distribution of Equity Securities

Analysis of numbers of equity security holders by size of holding:

Size of Holding Ordinary Convertible
Shares Notes

1 - 1,000 816 19
1,001 - 5,00 2,709 231
50017 —  10.G00G 1,337 320
10,001 — 100,000 2,111 437
100,001 and over 178 31
7145 1,038

Class of Equity Security

There were 736 holders of less than a marketable parcel of ordinary shares and 551 holders of
imes than a marketabie parcel of Convertible Notes,

B} Equity Security Holders
The names of the twenty largest holders of quoted ordinary shares are listed balow:

b

Name

Filatus Capital Pty Umited

National Nominees Limited

Permanent Trustee Australia Limited

Mafed Investments Piy Limitaed

Cogent Nominees Pty Uimited

Cardei Pty Uimited

Napta Pty Ltd

Commonwealith Custodial Services Limited

REBC Global Services Australia Nominees Pty Lid

Citicorp Nominees Pty Umited
<CFSIL CFS WS Smali Comp A/YC=

J4 P Morgan Nominees Australia

Drick Island Pty Eid

Mr John Kahibetzer

Vidacos Nominees Limited

ANZ Nominees Limited

Cail-Bara-Capital Pty Ltd

Westpac Custodian Nominees Limited

Metual Trust Pty Lid

Citicorp Nominees Pty Umited

Ms Julie Adams & Mr Nicholas Adams

Total for Top 20 Shareholders

Ordinary Shares

Number Held Percentage of
Issued Shares
45,082,549 21.81
6,439,045 3.12
5,613,167 2.72
5,108,485 247
4,067,081 1.97
2,654,650 1.28
2,434,643 118
2,287,902 111
2,262,047 1.09
2,202,627 1.07
2,103,406 1.02
2,000,000 G.97
2,000,000 G.97
2 000,000 G.97
1,866,181 (.95
1,785,116 .85
1,639,725 G.74
1,491,455 0.72
1,383,688 .66
1,221,886 .55
95,603,932 46.26
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SHAREHOLDER INFORMATION

The shareholder information set out below was applicable as at 18 September 2003,

it The names of the tweanty largest hoiders of quoted Convertible Notes are listed below:

Convertible Notes
Name Number Held Percentage of
Issued Convertible Notes

Westpac Custodian Nominases Limifed 5,256,470 13.14
National Norminees Limited 3,948,394 9.87
Chase Nominees Umited 3,000,000 7.50
ANZ Nominees Limited 1,865,127 4.5
Anglo Pacific Group plc 1,126,000 2.80
Argo Investments Uimited 1,000,000 2.50
Commonwealth Custodial Services Limited 1,000,000 2.50
BBC Global Services Australia Nominees Pty Uimited 960,160 2.45
JP dMorgan Nominees Australia 520,000 1.30
McCusker Holdings Pty Ltd 500,000 1.25
lnwvia Custodian Py Limited

<\WAM Fouity Fund A/C» 483,615 1.22
lnwia Custodian Py Limited

<WAM Capital Limited A/C» 396,000 0.99
Greenfield Company Limited 303,000 0.76
Mr Daryl Albert Bixon & Mrs Kathering Dixon 255,000 ¢.a4
Mr Mike Hale & Ms Gall Davidson 250,000 0.63
Beach Cut Py Ltd 250,000 0.683
Ms Cindy Sullivan 250,000 0.63
HSBC Custodian Nominees [Australia) Limifed 230,000 0.58
Miroma Investment Inc 210,000 0.53
{GT Bank in Liechtenstein 203,000 0.51
Totat for Top 20 Noteholders 22116,771 55.32

C) Substantial Holders
Substantial holders in the Company are sst out below:

Ordinary Shares Number Held  Percentage
Filatus Capital Pty Limited 51,356,681 24.9%

D) Voting Righis

The voting rights attaching 1o each class of equily securities are set out below:

a} Ordinary Shares - On a show of hands every member present in persen or by proxy shall
have one vote and upon a poll each share shall have one vole.

b} Options — No voting righis.

¢t  Convertible Notes — No voting rights.

E) Listings
Gympie Gold Uimited is listed on the Australian Stock Exchange and quoted on the London
Alternative investment Market.
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