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PRECIOUS METALS AUSTRALLA LIMITED
AND 1S CONTROLLED ENTITY

CHAIRMAN’S REPORT

The significant events for your Company which affected the financial year 2002 have been the resolurion of the disputs
with Westgold Resources NL and the crystallisation of the remainmg contimgent liabilities that arose during and
following the construction of the Windimirra Vanadium project.

With respecr to the dispute with Wesigold Resources NL, the terms of the sertlement have already been made public
and it suffices 1o repoat what has been previously publicly announced — that both Mr R H 1 Smith and Mr A K Mekee
(wo ex directors of the Company) have made significant personal financial conwriburions 1 the resolurion of this
ML

The conungent habilities detziled i the last Annual Report (2001) which exceeded %6 nulbon have, foliowmng
negotiations and semlements, been brought o account as payable ar $1.2 million. The more precise definirion of the
Company’s liabiliries is now included in the Sratement of Financial Position allowing for 2 more accurare assessmeng of
the Company’s position as at 30 June 2002 even though these negoliations have only recently been concluded.

An announcement by Xsirata plc thal the operations at Windimurra will be suspénded has left the board with no
alternarive but 1o recagnise the minimum value of the royalry asser. This asser has been wrinen down 1o $2,000,000 ar
30 June 2002 from an amount of %22,150,755 ar 30 June 2001. The Company is ennitled 1o the conTinued receipt of the
minimuym royalty of 300,600 per annum during the suspension of operations. However & decision by Xstrufa pic to
permanently close Windimurra would result in the permanent cessation of royalry payments.

The marker for Vanadinm and is” compounds is not a wansparent ane and accordingly price information needs to be
weated with care. There are indications of an improvement n the Vanadivm marker, Smategic Minerals
{(www.sirarcor.com) in March 2003 announced an increase in their price for Ferro-Vanadium. A strengthening
Vanadium price may have a positive bearing on any Xstrara ple decision with respaet 10 the Windimurryg Project and on
any porennial plans 10 resume producrion.

The Earl of Warwick
Mon Executive Chairman
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PRECIOUS METALS AUSTRALLA LIMITED
AND ITS CONTROLLED ENTITY

SCHEDULE OF MINING TENEMENTS

The consohdated entity has interests in the following tenements as at 30 June 2002,
(Precious Metals Austratia Limited 100% beneficially owned unless otherwise sigted)
KIMBERLEY GOLD TENEMENTS

PALM SPRINGS

M1 Bradley
MEQ/3135 (93%)
MB0/232 (83%)
ME0/418
GMLBON97
MEN/TU6 (954%)

OTHER

Barrambie
MA7/173 (B0%%)

All tenements are in Western Australia and are granted under the Western Ausmralian Mining Act 1978, as amended.
Exploration or muining leases applied for but not yet granted are not shown unfil approved by the Minister for Mines

KEY
M - Mimng Lease GML - Gold Mining Lease
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PRECIOUS METALS AUSTRALLA LIMITED
ANDITS CONTROLLED ENTITY

DIRECTORS’ REPORT

The Diirectors present their repart together with the financial report of Precious Metals Australia Limited ("PMA” or
“the Company™) and the consolidated fnancial report of the consolidated entity. being the Company and its conmolled
entirtes, for the year ended 30 June 2002, and the auditors’ report thereon.

DIRECTORS

The names of the Directors of the Company at any time during or since the end of the financial year are:

The Earl of Warwick, Mon-Execunive Director, Chairman

Mr James A Wall, Non-Execarive Director

Mr Angus C Pilmer, Nop-Executive Directar
Appoinred 4 June 2002

Mr Roderick J H Smith, Non-Exccutive Director,
Resigned 28 May 2002

Mr Andrew K McKee, Non-Executive Director
Resigned 4 June 2002

PRINCIPAL ACTIVITIES

The principal commercial acrivities of the Company during the financial year were the maintznance of certain mineral
exploration properties and receipt of royalty mcome  In addinoen, significant Gme and resources were committed 1o
defending vanous claims made against the Company and its former direciors by Westgold Resources NL.

RESULTS

The consolidated ner loss of the Company for the financial year ended 30 June 2002 afier the provision for income rax
amounted 1o $21,513,994 (200]: $5,288,579) and safter the write down of the Windimwrra Rovalty asset by
$19.000,067.

DIVIDEND

No dividends have been paid by the Company during the financial year ended 30 June 2002 nor have the directors
recommended that any dividend be paid.

REVIEW OF OPERATIONS

The Company was engaged in defending the claims made agams? it and two of the Company’s directors for damages in
excess of $3 million.

In addition 10 the above litigation, the Company also had 1o deal with a number of claims made both by and 2gainst
various conmractars in relation o the completion of the Windimarma Vanudwm Project as 2 consequence of i1s
responsibilities as a Joint venture party during the construction of this projeer.

The Company continued 10 maintain its inferests m the Palm Springs gold tenements whilst it awended to the
environmenal ¢lean up and rehabilitarion obligations following the closure of the Palm Springs operation.

The Company maintains its interest in the muneral renement ar Barrzambie (vanadium}.
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PRECIOUS METALS AUSTRALLA LIMITED
AND TS CONTROLLED ENTITY

DIRECTORS® REPORT (continued)

CHANGE IN 5TATE OF AFFAIRS

Significant changes in the stare of affairs of the Company that oscurred dunng this financial year were:

(w)

(b}

The resignation of Mr R J H Smith and Mr A K McKee. both founding directors of the Company, following the
Company’s decision 1o negatiate a semlement with Westgald Resources NL and cease its defence of claims made
by Westgold Resources NL.

The abandonment of 4 righvs issue offering 15,854,855 shares at an issue price of 10 cents 4 share (pursuant to a
1 for | pon repounceable pro rate share isspe To shareholders) following the decision by the Company not 1o
defend the claims made by Wesigold Resources NL.

SUBSEQUENT EVENTS

Since 30 June, 2002 1o the date of this report there have been a significant number of evenls thar materially affect the
Company as follows:

{a)

Westgold Litigation

In July 2002 the Company reached agreementy with Westgold Resources NL and two former directors, Mr RH J
Smith and Mr. A K McKee, as well as the conrinuing Chairman, the Earl of Warwick, which in effect senijed the
action brought by Westgold Resources NL agaimst the Company and the twe former directors, Mr R H J Smith
and Mr. A K McKee, in December 2000 which alleged thar the defendants engaged in misleading or deeeprive
conduct with respect to the issue of shares 10 Westgold Resources NL in April 2000. The claim was for damages
in the sum of $3,090,770 and interest and costs.

This seftlement with Wesigold Resources ML was for a to1al amouns of $2,1 50,000 with the Company accepting
Hability for $800,000 of this amount n respect of s share of the o) semlement as announced 1o the Australian
Srock Exchange on 18 July 2002.

In addition, the wo former direciors agreed o make a comributon of $382,393 1o the legal costs of the
Company, incurred in the defence of the Westgold Resources NL claims. This contribution was deducred from
the loan accounts assoeiated with the two former directors. (Note 22(b)av)).

Wesigold Seitlement

The Company accepted a lability 1o Westzold of $800,000. This amount was guaranteed by Mr R H J Smith.
The Company fmled to pay Westzold Mr R H J Smith’s guarantee was called oppon. Mr R H 1 Smuth
subsequently issued demands on the Company to repay this amount, fagether with wndemnified interest and other
costs, and then in March 2003 he proceeded 10 make an application to the Supreme Court of Western Australia
to wind up the Company and appoint an official liquidartor.

Smiith Settlement

In May 2003 the Company reached an agreemeni with the former director Mr R H J Souith whereby he withdrew
his application to wind up the company and 1o appont an efficial hquidaror and the Company acknowledged.

1} his emtitlement o costs and interest totalling $117.000.

i)  thar the share placements referred to m the Westgold Resources NL Setflement agreements would
proceed at & price of 7 cents per share,

i1} that the balance of monies owing 1o him of $450,000 would be semled by the issue of 4,285,715 fully pad
shares of 7 cenrs cach fo sansfy $300,000 and the payment of $150,000 foltowwng the compietion of the
share placements.

iv}  that these wansgeuons are fo be complered prior to 31 July 2003.
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PRECIOUS METALS AUSTRALIA LIMITED
AND JTS CONTROLLED ENTITY

DIRECTORS® REPORT (continued)

(b}

()

(@)

(e

Contractors Disputes

The Company has senled all owstanding conrracrors disputes thar related back ro the Windimurra Joint Venture
and these include:

i) In March 2003 a claim against the Jomt Venture toralling 56,850,000 was sertled for $1,000,000 with the
Company’s share of $400,000 being me1 by the unlisation of exisung dispure credits of $214,570 and
deferred payments of $185,430 1o be paid from future royalry income withour inferest or costs

i An obligation 10 pay the stamp dury on a transter of a 9% mterest m the Windimurra Joiny Venture 1o a
subsidiary of Xstrata plc was assessed in December 2002 by the Stare Revenue Office ar $370,098. This
assessment releases $229,902 plus interest previously held in the proceeds account. (Note 7 i)

Sale of Barrambie

In April 2003 the Company completed negottations to sell the mining tenement known as Barrambie previously
written down o $NIL for $200,000 1o Reed Resonrces NL by the payment of $30,000 and the issue by Reed
Resources NL of 750,000 fully paid shares of 20c.

Windimurra Royalty Asset

In February 2003 Xswata ple, the parent company of Xswrawa Windimwra Pry Lid. anmounced in irs Annual
Report for the year ended 3] December 2002 thar its subsidiary would cease production and operations would be
suspended whilst they assessed oprions which would include permanent closure.

Since the announcement by Xswata ple and the effecrive suspension of production of Vanadium Pentoxide at
Windimurra which previously supplhied approximately 11% of the known weorld production of this product it s
noted that the spor price has firmed approx $1.40 per lb to 52.80 per Ib.

Legal Costs
In April 2003 the Company reached sgreement with the Company’s former solieirors to reduce the accrued legal
eosts included in payahles as ar 30 lune 2002 relaring 1o the Westgold Lirigation by $108,000

Adjustments have been made for the 30 June 2002 financial staremeams 1o refleer the $800,000 liability 10
Wesigold, and $382,393 copribution by Direcrors nored in part (a), and the conwractor disputes in part (b)),
and the write-down in the Windimurra Royalty, as these evems provide additionsl informarion for evenis
existing at 30 June 2002. The other events noted above have not been adjusted 10 the 30 June 2002 year.

MEETINGS OF DIRECTORS

FULL MEETINGS OF MRECTORS
ATTENDED ELICIBLE TO ATTEND

R ] H Smith

A K McKer

The Earl of Warwick
1 A Wall

A C Pilmer

— ey Ch =] O
— e wd =] O

The Company 15 of a size and nature such that issues ordinarily dealr with by audit and other comminiees were resalved
by the full board.

DIRECTORS INTERESTS

The relevant interests of each director in the share capital of the companies within the consolwated entity, as norified by
the directors 1o the Ansmalian Sock Exchange in accordance with 8205G(1) of the Corporations Act 2001, at the dare
of this report and afier the share consolidation, Is as follows.

PRECIOUS METALS AUSTRALIA LIMITED
ORDINARY SHARES OFTIONS

The Earl of Warwick 1,980,633
JA Wali -

250,000
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DIRECTORS’ REPORT (continued)

MRECTORS* EMOLUMENTS

Dezails of the namure and amounr of each elemenr of the emoluments of each director or former director of the Company

are set out in the following table:

DIRECTORS FEES  SUPFRANNUATION  ENTITLEMENTS OTHER BENEFITS TOTaL

§ ] $ % 5
The Earl of Warwick 30,000 2,760 - - 32,700
J A Wall 30,000 2,700 - - 32,700
R TH Suuth 7.500 - - - 7500
A K McKee 7500 - - 7500

SHARE OFTIONS GRANTED TO DIRECTORS AND MOST HIGHLY REMUNERATED QOFFICERS

Na oprions over unisswed ordinary shares of the Company were granfed duning or since the end of the financial year o

any of the directors or officers of the Company and conselidated entity as part of their remuneration.

OPTIONS

Unissued ordinary shares of the Company under option at the dare of this report are as follows

NUMEER

EXERCISE PRICE

EXPIRY DATE

Listed Opuons (FMAOE) 12,596,334

$2 00

| Decembe; 2005

Mo aprion holder has any right under the options to participate m any other share ssue of the Company or other body

corporate.

ENVIRONMENTAL REGULATION

The consolidated enlity’s operarions are subject ro significant environmental regulation under both Commenwealth and

State legislation m relavion 1o ies exploration and mining activities,

Exploration and Development

The consolidated entity’s exploration and development activities are conducted in Western Auswalia.  There are
significant environmensal regilarions under the Western Australian Mining Act 1978 and Environmental Protection Act
1986, Licence raquirements relating 1o waste disposal, water and air pollution exist in relanon to muning activities.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

The Company has previously agreed o indemnify the following current directors of the Company, Mr | A Wall, The
Farl of Warwick and Mr A C Pilmer, and former direciors, Messrs R H J Smith and A K McKee against liabilitnes or
claims thay may anse trom carying our their dories as divecrors except where the claim or liability anses from canduct

involving a lack of good faith, gross negligence or criminal mrent.

A CPILMER
Director

Parth, Western Australia
13 June 2003
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STATEMENTS OF FINANCIAL PERFORMANCE

For the Year Ended 30 June 2002

Consolidated Company
Nowe 2002 2a0m 2002 20m
8 % 3 4

Revenue from sale of goods 2 - 2,231,277 - 2331277
Revenue from rendering of services 2 - 126,126 - 126,126
Revenue from royallies 2 300,000 380,157 500,000 380,137
{Orher revenue from ordmary activities 2 66,753 26,494 987 66,753 29,321,820
Taotsl Revenpe 566,753 32232 527 566,753 32,059,360
Employee expenses 3 (44,798) (402 682) (44,798) (399,643)
Depreciation and amorlisalion ¢xpenses 3 (1,152,396) (2,199,059) (1,152,396) (2,187,324)
Borrowing costs 3 {71,330} (923 957) {(71,330) (3,139,100)
Orher expenses from ordinary activities 3 (20,823.837) (33,993.408) (21,628,143) (30,817.824)
Loss from ordinary activilies
before related income 1ax expenses (21,525 608) (3,288,579} {21,329914) {4,484,531)
Income tax expense relating
to ordinary activities & - - - -
Ner loss amributable 1o members
of the parent enfity 18 (21,525,608) {35,288,579) {21,326,914) {4,484.531)
Basic loss per share $1.36 20.03

The above statements of financial performance should be read in conjuncrion with the accompanying nofes,
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PRECIOUS METALS AUSTRALLA LIMITED
ANDITS CONTROLLED ERNTITY

STATEMENTS OF FINANCIAL POSITION
As a1 30 June 200z

Consalidared The Company
Nove 2002 20U1 2002 2041

3 $ $ $
Currenl Assels
Cash 23(a) 283,329 545,701 282,837 543,209
Recenvables 7 893,726 993 247 893,726 993 247
Total Current Assets 1,177,055 1,538,948 1,176,563 1,538,456
Non-Current Assets
Receivables 7 - 3,757 - 3,757
Other financial gssers 8 - 1,324 104 1,428
Properry, plam & equipment 9 7,580 8.301 7.580 8,301
Exploration, evaluation & development 14 - 405810 - 405,810
Windimuwita royalty 11 2,000,000 22,150,735 2,000,000 22,150,755
Total Non-Current Assets 2007580 22571947 2,007,684 22,572,051
Total Assets 3,184,635 24,110,895 3,184,247 24,110,307
Current Liabilities
Payables 12 1,303,476 1,154,523 1,303,476 1,150,217
PFrovisions 14 1,020,000 21,095 200,000 1,095
Deferred income 15 102,125 125,000 102,125 125,000
Tatal Current Liabilities 2,425,601 1,300618 2,205,601 1,276,312
Non-Current Liabilities
Payable 12 185,430 - 185,430 -
Interest-bearing ligbilities 13 - 504.438 - 304,438
Provisions 14 - 206,627 - 206,627
TFotal Non-Current Liabilinies 185,430 711,065 185,430 711,065
Tatal Liabilities 2,611,031 2.011.683 2,391,031 1,987,377
Net Avsers 573,604 22089212 793,216 22,123,130
Sharehalders’ Equity
Conmibuted equiry 16 48,369,635 48,369,635 48,369,633 48,369,635
Oprion premium reserve 17 3,963,772 3,965,772 3,965,772 3,965,772
Accumulared Losses 18 (31,761,803} (30.236,195) {51.542,131) (30,212,277}
Toral Sharcholders® Equity 573,609 22,009212 793,266 22,123,130

The above statements of financial position should be read i conjunetion with The accompanying notes.

10
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PRECIOUS METALS ALSTRALLA LIMITED
ANDHITS CONTROLLED ENTITY

STATEMENTS OF CASH FLOWS
For the Year Ended 30 Jure 2002

Conselidated The Company
Note 2002 2001 2002 2001
L] 3 5 §

Cash Flows from Qperating Activities

Cash receiprs m the course of operations 523,264 3,140.334 523264 3,140,334

Cash payments in the course of operations (800,655) {8.956,568) (769,983) (7.622.819)

Inrerest received 43490 73,816 43,490 73,818

Borrowing costs paid - (1,271,461} - {1,257,606)
Net cash used 1n operating acrivines 23(b} (233,901)  (7.013.879 (203,229) {5,666,275)
Cash Flows from lavesting Activifies

Paymens for exploration, {23.632) - (8,783) -

evaluation and development - {37.616) - (25,881)

Paymenrs for plane & equipment (4.819) (4.323) {(4.819) (4.328)

Loans ro subsidiaries - - (45,539) (1,159,886)

Proceeds from sale of assers - 176,827 - 1,660

Proceeds from sale of interest in Windimurra praiect - 20192443 - 29,192,643

Proceeds from sale of invesrments - 18,000 - 18,000

Cash balance on sale of interest n

Windimurra project - (74.118) - (74,118)

Payments to proceeds account - {963 588) - {963,388)
Net cash (used in)/provided by investing aclivilies (28.471) 28307820 (59,143) 26,986,502
Cash Flows from Financing Activities

Proceeds from issue of shares and oprions - 3,876.010 - 3,876,010

Expenses relaung o issue of shares and oplions - (354,622) - (354,622)

Proceeds from borrowings - 1,149,208 - 1,149,208

Repayment of convertible notes - (5,000,000) - (5,000,000)

Proceeds from secunty deposit - 8,148 - 8,148

Repayment of borrowings - (22,033,770) - {22,033,770)
Net cash used in financing acrivities - (22.3355.020) - (22,355,026)
Net deerease in cash held (2623723 (1,061,085) (262,372) (1,034,799)
Cash at the beginning of the year 545,701 1,606,786 545,200 1,580,008
Cash at the end of the year 23(a) 283,329 545,701 282 837 545,209

Financing amrangements 23(c)

The above staremnents of cash flows should be réad i conjunction with the accompanying notes.

1
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PRECIOUS METALS AUSTRLIA LIMITED
AND ITS CONTROLLED ENTITY

NOTES TO FINANCIAL STATEMENTS
Faor the Year Ended 30 June 2002

L

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The sigmficant policies which have been adopred in the preparation of this financial report are:

(a)

(b)

Basis of Preparation

The fmancial report is a general purpose financial report which has been prepared in eccordance with
Accounting Standards, Urgent Issues Group Consensus Views, other awhoritative propouncements of the
Austrahan Accounting Standards Board and the Corporations Acr 2001.

It has been prepared on the basis of historical costs and except where stated, do not rake into account changing
money values or current valuations of non-current assefs.

These accounting policies have been consistently applied by ¢ach entity in the consolidated enviry and, excepr
where there is 2 change in accounting policy, are consistent with those of the previous year.

Where necessary, comparalive information has been reclassified to achieve consistency in disclosure with
current financial year amounts and other disclosures.

Going Coneern

The Company and consolidared entity have incurred an operating loss of $21.320914 and $21,513.994
respectively. Further, at 30 June 2002 the consolidated entiry has a shorrfall in working capiral of $218.021. Ax
30 May 2003 the Company had cash of $603,111

The financial statements have been prepared on a going concern basis, which contemplates conrinuiry of normal
business achvilies and the realisarion of assers and semlement of liabilities in the ordmary course of busingss.
The Company does have a source of income in the form of a minimum reyalty of $500,000 per annum pavable
m quarterly instalments. There is uncertainty abour the continued receipt of this royalty and the life of rhe
Windimurra minesite as a result of a decision by Xstrata AG to suspend operations at Windimurra (see note 11).
Nowwithstanding the suspension of operations a1 Windimurra the Company received its scheduled quarerly
royalty instalment on 31 March 2003. In addinon, the Company is rehant on raising further equity capiral to
serrle a number of cutstanding debta as deacribed in the faflowing paragraph

It is the ntention of the Company 1o call a general meeting during July 2003 1o seek approval from shareholders
10 make cenain placements of shares, as a consequence of a settlement reached with Wesigold Resources NL
and in order to settle the outstanding loan accounts asseciared with the former directors Mr. R H J Smith and Mr
A K McKee, and 1o provide working capital for the Company, as follows:

1. The issue of 4,285,71% fully paid shares of 7¢ each to Mr. R H T Smith in order 1o satisfy $300,000 paid by
him to Westgold Resources NL under the terms of 2 guarantee he provided

2. The issue of 4,283,715 fully paid shares of 7c each 1o Mr. R H | Smith in order 1o sarisfy $300,000 loan
accounts duw te him and his associared company Pacifie Quest investments Pry Lid.

3. The issue of 1,428,571 fully paid shares of 7¢ each to Mr. A K McKer in order to satisfy a $100,000 Joan
account due 10 a company associated with Mr. A K McKee,

4. The issue of 7,142,857 fully paid shares of 7c cach w Earl of Warwick for cash in order o raise working
capital of $500,000

These proposed placements, as a consequence of the terms of the sertlement reached with Westgold Resources
NL and the ahove parties, are subjecy 1o shareholder approval at the propesed meeting

Fotlowing these placements, the Directors consider that there are reasonable grounds ro believe thar the
Company will continue 10 obtain investors’ support to meet its funding requ.rements for the foreseeable furure,

Shouid sharcholders fail to approve the proposed placements and the Company is unsuccessfil in raising
additional capital, there is significant uncertainty as o whether the Company can conrinue as a going concern
and there fore whether assets would be rexlised and liabilities serled in the ordinary course of business and ar the
amounts recorded in the financial statements.
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PRECIOUS METALS AUSTRLIA LIMIIEDR
ANDITS CONTROLLED ENTITY

(€

(d)

(e)

n

(g}

Recoverable amount of Non-Current Assets valued on a Cost Basis

The carrying amounts of non-current assets, other than exploration and evaluation expenditure carried forward,
are reviewed 1o derermine whether they are in excess of their recoverable amount a1 balance dare.

If the carrymg ameouny of a non-current asset exceeds the recoverable amoune, the asset is written down w the
Jlower amount.

The wrire-down is recognized as an expense in the net profit or loss in the reporting period in which it occurs.

In ayseesing recoverable amounis of non-current assers, e relevant cash flows have not been discounted 1o their
present value.

Principles of Consolidation

The consolidared financial starements of the economic entity include the finansial statements of the Company,
being the parent enrity, and its controlled entiries (“the consolidated enniry”).

Where an entity either began or ceased 1o be conmrolled during the year, the resulis are included only from the
dare control commenced or up to the date confrol ceased.

The balances and effects of wransactions between controlled entinies meljuded in the financial statements have
been eliminared.

Revenue Recognition

Sales Revenue

Sales Revenue is recognized when the control of goods passes o the buyer.
Interest Revenue

Interest Revenue is recognized as it gecruyes.

Royalty Income

Royalty payments 1o the Company will be calculared on Project repams withour deduction of interest, 1ax,
depreciation or amorhsgtion and includes a mimmum annual royalty of £300,000 paid and recognized as ncome
quarterly.

Asset Salas

The gross provesds of asset sales are included us revenue of the consolidated entity. The profir ar loss an
disposal of assets is brought ro account at the dale & contract of sale s signed

Goods and Services Tax

Revenues, expenses and assets are recognised ner of the amount of goods and services tax (GST), except where
the amount of GST incurred is not recoverable from the Ausiralian Tax Office (ATOQ). In these circumstances
the GST is recognised as part of the cost of acquisition of the asset or as port of an item of the expense.

Receivables and payables are stated wirh the amouvnt of GST included.

The net amount of G5T recoverable from, ar payable [o, the ATO is included as a currenl asset or lability in the
smatement of financial position.

Cash flows ave included n the statement of cash flows on a gross basis. The GET componenis of cash flows
arising from investing and financing activines which are recoverable from, or payable to, the ATO are classified
4s opersnng ¢ash flows.

Income Tax

The consolidated envity adoprs the income staremen: liability methed of tax effect accounting.  Tax effect
accounting procedures are followed whereby the income 1ax expense in the profir and loss statement is matched
with the accounting profit after allowing for permanent differences. The tax effeet of riming differences, which
arise from mems being brought w account in different periods for income 1ax and accounting puiposes, 1s carried
forward in the balance sheer as a future income tax benefir or 4 provizion for deferred income ax,

Future income Tax benefirs are not brought 1o account unless realisation of the asset is assured beyond reasonable
doubr. Futare income tax benefits relating 10 1ex losses are anly brought 10 account when their realisation is
virtually certain. The 1ax effects of capital losses are not recorded unless realisation s virfually certain,
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PRECIOUS METALS ALSTRLIA LIMITED
ANDITS CONTROLLED ENTITY

(h}

(i

1

Property, Plant and Equipment
Acquisition

Irems of property, plant and equipment are mitially recorded at cost or ar direcror’s valuation and depreciared as
cutlined below

Depreciarion

Tiems of property, plant and equipment are depreciated using the smraight line method over their estimated usefisl
lives. The depreciation rates used for each class of asset are as follows:

Plant and equipment 7% - 33%
Leased plant and equipment

Leases of plant and equipment under which the Company or its controlled enzities assume substantially all the
risks and benefits of ownership are classified as finance leases. Other leases are classified as operaring leases.

Finance leases are capitalized A lease asser and a lease liability equal 1o the present value of the minimum lease
payments are recorded ar the inceprion of the jease.

Capitalised lrase assels are amornséd on a straight ling basis over the 1erm of the relevant lease or where 1t is
likely the consolidared enviry will obtain ownership of the asset, the life of the asser Lease liabilities are reduced
by repayments of principal. The interest components of the lease payments are charged vo the profiv and loss
sTalement.

Paymemts made under operating leases are charged apgamst profiis o oequal instalments over the accounting
periods covered by the lease term, excepr where an alernative basis is maore representative of the pamem of
benefits w be derived from the leased property.

Exploration, Evaluation and Development Expenditure
Exploration, evaluarion and development costs are accumulated in respect of each area of interest.

These costs are carried forward where nght of tenure of the area of mrerest 1§ current and they are expected to be
recouped through sale ar successful development and expleiration of the area of interest, or where exploration
and evaluation activities in the area of mterest have not yet reached 4 stage that permits reasonable assessment of
the existence of economically recoverable reserves and acrive and significanr operarions in relarion 10 the area
are conptinung

Development costs related to an area of iyterest arc carried forward to the extent that they are expected to be
recouped either through sale or successful exploitation of the area of interest.

When an ares of inverest is abandoned, any expenduture carried forward in respect of that area is written off in
the financial period the decision is made, Each area of mtersst is also reviewed annualty and accumulated costs
written off to the extent that they will not be recoverable in the furure.

Amortisation 15 not charged on costs carried forward in respect of areas of interest in the development phase
until production commences.

When production comymences, carried forward exploration, evaluation and develapment costs are amortised on a
units of production bagis over the Iife of the ecanomically recoverable reserves.

Pravisions are made for mine site rehabilitation and restoration on an incremental basis during the course of
mine life (which mmcludes the mine closure phase). Prowvisions, whuch are determined on an undiscounted basis,
mclude the following costs: reclamarion, plant closure, waste site closure and monitoring activities. These costs
have been derermined on the basis of corrent costs, curent legal requirements and current technology. Changes
in estimares are dealt with on a prospective basis.

Borrewing Costs

Borrowing costs include interest, amortisation of discounts or premiums relating 1o borrowings, amottisation of
ancillary costs incurred in connection with arrangement of barrowings and lease finance charges. Borrowing
costs are expensed as incurred unless they relate to quabifymng assets. Qualifying assets are assets which take
more than 12 months 1o ger ready for their intended use of sale. Where funds are borrowed specifically for the
acquisition, construction or production of a qualifying asset, the amount of borrowing costs capitalized is those
incurred in relatien o that borrowing, net of any inferesr garped on those borrowings.

14
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(k)

U]

(m)

(n)

(o)

(P

(1)

Provision for Employee Entitlements
Wages, Saiaries and Annual Leave

The Liability for emplpyees’ enbitfements 10 wages, salanes and annual leave représents the amount wineh the
consolidated entity has a present obligation to pay resulting from employees’ services provided up to the balance
dare. The provisions have been calculared at undiscounted amounts based on current wage and salary rates and
nclude related on-cosis

Long Service Leave

The liability for employers’ entitlements 10 long service leave represents the present value of the estimated
furure cash ourflows to be made by the employer resulting from employees’ services provided up 1o the balance
date

Superannuanion Plan

The Company contribures 1o several superannuation plans. Conmiburions are charped against income as they are
made.

Payables

Liabilities are recogmised for amounts 1o be paid in the furure for goods and services received, whethar or ot
billed o the Company of consclidared entity. Trade accounts are normally settled within 60 days.

Investments
Controlled Entities

Investments in controlled entities are carried in the Company’s financial siatemems ar the lower of cost and
recoverable amount.

Ciher Engiries

Investments in orher listed compames are camied ar the lower of cosl and recoverable amount, being a directors’
valuarion based on marker values ar the time of the valuaton

Cash and Cash Equivalents

For the purposes of the Starement of Cash Flows, cash includes cash on hand and in banks and money market
investments readily convertible to cash within two working days, ner of outstanding bank overdrafis,

Bank overdrafts are carried ar the principal amount. Inrerest is charged as an expense as it accrues.
Trade and Other Receivables

Trade receivables are recognized and carried at original invaice amount less a provision for any uncollectible
debts. An estimare for doubtful debr is made when collecrion of the full amount is no longer probable. Bad
debrs are wrinen-off as incurred

Receivables from relared parties are recognized and carried at the nominal amoun; due. Inserest is taken up as
mcome on an accrual basis.

Share Capital

Crdinary share capital 15 recognised a1 the fair valug of the consideration received by the Campany.

Any Tansaction cosis arising on the issue of ordmary shares are recognised dwectly in equity as a reducrion of
the share proceeds received.

Windimurra Royalry

The Windimurrz Rovalty has been recorded ar cost and is being amortised on a smaight line basis aver the
estimated life of the mine, being 20 years.

Expendirure which no longer satisfies the Recoverable Amount of Non-Current Assers Valued op a Caost Basis
{note 1(e)), is written off where the Directors are of the opinion thar the carry forward net cost may not be
recoverable under the policy stated at note He). The wnite-off is charged against the resuls for the year. Ar30
June 2002 the Windimurra Royalty has been written down to 1ts recoverable amount.
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PRECIOUS METALS AUSTRLIA LIMITED
AND ITS CONTROLLED ENTITY

Consolidated The Company
2002 20m 2002 nm
] 3 $ §
2.  REVENUE FROM ORDINARY ACTIVITIES
Sales of goods revenue from operaling activiries - 2,231,277 - 2,231,277
Rendering of services revenue from operating activines - 126,126 - 126,126
Rayalty revenue 500,000 380,137 500,000 380,137
500,000 2,737,540 300,000 3,737,540
Other Revepues
From Operafling Achivilics
Inerest
Oxher parties 43,490 79,423 43.4%) 79,423
Sundry income 23,263 28.094 23,263 28,084
From Quiside Operating Activibies
Gross proceeds from sale of non-current assets - 176,827 - 3,660
Gross proceads on sale of investments - 18,040 - 18,040
Gross proceeds on sale of Windimurra tenements - 1,000,000 - 1,000,000
Gross proceeds on sale of contzolled enmiry - 2 - 2
Gross proceeds on sale of Windimurra project - 28,192 601 - -
Gross proceeds on sale of regzivable
from conmolled entity - - - 28,192,601
Totat Other Revenues 66,753 29 494 987 66,753 29,321,820
Toral Revenue from Ordinary Activides 566,753 32,232,527 566,753 32,059,360
3. LOSS FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX EXPENSE
Employee expenses 44,798 402,682 44,798 399,643
Depreciation and Amortisation
Depreciation of:
Plant and equipment 1,707 1,277,502 1,707 4,432
Amaortisanion of:
Borrowing costs - 14,772 - 14,772
Explararion, evaluation and development
expenditure . 43,769 . 32,034
Windimurra Rovalry 1,150,682 863,016 1,150,689 863,016
Leased plant and equipment - - - 1,273,070
Toral depraciation and amortisation 1,152,396 2,199,059 1,152,306 2,187,324
Borrowing costs o
Borrowing costs:
Relared parties 71,330 104,438 71,330 104,438
Orher parties - g19.319 - 803,662
Finance charges on leased assets - - - 2,229,000
71,330 923 957 71,330 3,139,100
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Consolidated The Company
2002 2001 2002 2001
$ b 5 %
3. LOSS FROM ORDINARY ACTIVITIES
BEFORE INCOME TAaX EXPENSE (continued)
Other expenses from ordinary achivities
Profit on Windimwurra debr forgiveness - - - {3.725,336)
Costs of goods sold - 3,166,098 - 3,166,098
Costs arriburable to sale of Windimurra Project
and Iepements - 29,142 60] - -
(Costs atinbuatable 1o sale of receivable from
conwrolled entity and tenemenrs - - - 29,192,601
Rehabilimnon of minesire 225,766 . - .
Exploranion expendimure wrine off 429,462 - 414,395 -
Ner cost of legal senlements 854,430 131,000 854,430 131,000
Write down of Windimurra Royalty asset 19,000,067 - 19,000,067 -
Admnistranon and other costy 314,112 1,505,709 359,051 2,053,661
20,823,837 33995408 20,628,143 30,817.824
a) Individually significani items inclyeded in loss
from ordinary activities before income tax expense
Profir on Windimurra debr forgiveness - - - (3,725,336)
Costs associated with/(reversal of previous aver
accrual) assignment of jnint venture interesr (229,902) 600,000 (229.902) 600,000
Rehabilitarion costs on Palm Springs minesite 225 766 - - -
Final settlement of the Company’s share
of joint venrure claums 410,000 - 400,000 -
Less the Company’s share of a credit entitlement
due from the sentlement of a contracwal dispurte
{See MNote 7(i1)) {214,570) - (214,570) -
Less amounts aceraed ar 30 June 2001 {131,000) - (131,000) -
Net impact on statement of financial performance 34.430 - 34,430 -
Legal costs incurred 1 various linigation
marers including the defence of the claims
made hy Wesigold Resources NL 564,854 539,207 364,854 539,207
Less redyction of costs from agreement wirth
former directors (see Nate 22 (h)(iv)) {382,393) - (582,393) -
Net impact on statement of financial performance 182,461 338,207 182,461 539,207
Settlement of the claims made by Wesrgola
Resources NL 300,000 - 800,000 -
Wrire down of the carrying value of
Windimurra Royalry 1o recoverable amount 19,000,067 - 19,000,067 -
Exploration expenditare wriren off 417,848 - 414,595 -
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Consolidated The Company
2002 2001 2002 2001
5 $ 3 $
3. LOSS FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX EXPENSE (connnued)
(b} Loss from ordinary activities before incame
tax expense has been arrived at after
charging/{crediting) the following items:
Net expense from movement in provision for:
Serlement of the claims made by Westgold
Resources NL 300,000 - 800,000 -
Rehabilitation of Palm Springs minesite 200,000 {97,005) - -
Employee entitlements - 140,262 - 140,262
Diminurion in value of shares - (179) - {179)
Non recovery of receivable from
controlled entity - - 45,539 490,530
1,000,000 43,078 845,539 630,613
Met {gain)/loss on disposal of non-currens assets:
Froperty, plant and equipment 3,832 {176,827) 3,832 (3.660)
write off of investment 1,324 - 1,324 -
5,136 (176,827) 3,156 (3.660)
4. REMLUNERATION OF AUDTORS
Remuneration recejved, or due and receivahle by
the audirar of the parenr emtity and is affiliates for:
Audit 26,000 31,557 26,000 31,557
5 T4OSSPER SHARE
Basic loss per share $1.35 £0.03
2002 2001
Number Number
Weighred average number of ordinary shares used in the
caleularion of basic foss per share 15,854,765 158,546,424

There are no dilurive posential ordinary shares therefore diluted on per share has not been calculated or disclosed.

Derails relaring 10 the opnions are set out in Note 19
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PRECIOUS METALS ATISTRLIA LIMITED
ANDITS CONTROLLED ENTITY

Consolidated The Company
2002 200 2002 260
3 % $ $
6. TAXATION
The prima facie tax benefit on the operating loss
caleutared ar 309 (2001: 34%) {6,454,198) (1,798.117) (6,398,974) (1,524,741)
Decresse/(incréase) in income fax benefir due to:
Legal costs 138,006 121,830 138.009 117,754
Non-assessable profit on sale of joint venTure inferest - - - {1,266,682)
Amormsation of Windimurra royaly 345,207 203,425 345,207 203,425
Settlement with Westzoeld Resourees NL 240,000 - 240,000 -
Write down of Windimuira rayalty 5,700,020 - 5.700,020 -
Non-assessable profit on sale of plant and equipment - {38.877) - -
Non-deductible stamp duty on sale of joint venwre interest  (68,971) 204,000 (68,971) 204,000
Other non-deduchible expenditure - 14,199 - 424
Provision for Joan 1o conwolled enrities - - 13,662 166,780
Tax losses recovered - - 31,047 -
99 933 1,223,540 - 2,009,040
Income 1ax benefir not broughs ro account {99.933]  (1,223,540) - {2.009,040)
Income tax expense attributablé 1o eperanng profit - - - -
Future Income Fax Benefit
Further meome Tax benefit comprises the estimated funire
income rax benefir ar current income tax rates on the
followmnyg ems:
Income 1ax losses 17,933,204 17,788,486 17,675,734 17,772,244
Timing differences 66,000 368,767 - 368,767
17096200 18,157,253 17,675,734 18,141,011
Fumire income tax benefit ar 30% (2001 30%) 5,399,763 5,447,176 3,302,720 5,442,303

The furure income tax benefit arismg from 1ax losses and riming differences has not been recognised as an asset because
recavery of 1ax losses is not virually cerain and recovery of timing differences is not assured beyend reasonable doubt.

The potential future income tax benefit will only be obtained if:

(a) the relevant company derives future assessable income of a nanyre and an amount sufficient o enable the benefit to
be reahzed, or the benefir can be urilized by another company in the consolidated entity in accardance with
Division 170 of the Income Tax Assessment Act 1997, and

(b) the relevant company and/or the consolidated enfity conrinues to comply with the conditions for deductibility
imposed by the law. The company is presently evaluating the extent to which tux benefits from tax losses meurred
in the past can be carried forward 1o affser finure income tax; and

(c} no changes in tax legislation adversely affect the relevant company and/or the consolidated enviry in realizing the
bepefir.
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Consalidated The Campany
002 2001 2002 2001
$ % $ $

7. RECEIVABLES
Current
Other debiors 32,076 29,659 312,076 20,659
Proceeds sccount (ii) 647,080 963,588 647,080 963,588
Dispute Account (i1} 214,570 - 214,570 -

%93,726 963,247 893 726 49013 247
Non-Current
Loans 1o conmrolled eniries (i) - - 24,209,060 24,163,521
L.ess provisien for non-recovery - - (24,209,060) {24,163,521)
Other debiors - 5,757 - 3,757

- 5,757 - 5,757

(1) Further details of loans 1o coprrolled entinies are set out in Note 22(d).
(i)} The Procesds accoun! was established as & separate bank account on the sale of the Company’s interest in the
Windimurra Project in order 1o provide for the semlement of the Company’s share of any owrstanding claims or
liabilities arising our of s joint venture responsibilities. (Nore 30 (b) ii)).
(in) The Company is enfitled 1o receive a credit flom the successful resolution of a dspuie with a confractor which
arose following the construetion of the Windimurra Project.

8 OTHER FINANCIAL ASSETS

Non-Current

Shares in controlled entities — unlisted ar cost
Listed shares in other corporations — at ¢ost
Less: Provision for diminurion in value

9.  PROPERTY, PLANT & EQUIPMENT

Plant & equipment a1 cast
Less: Accumulated depreciation

Reconciliations
Reconciliations of the casrying amounts for each class
of property. plant and equipment are set our below:

Plant and equipment

Carrving amount at beginnng of year
Addirions

Depreciation

Disposals

- . 104 104
- 2,039 - 2,039
- (715) - (715)
- 1324 104 1,428
17,262 96,856 17.262 06,856
(9.682) (88,555) (9.682) (88,555)
7,580 8301 7,580 8,301
8301 46014215 8,301 8,403
4.819 4328 4,819 4328
{1,707) (1,277,502} (1,707 (4,432)
(3,833) (44,732.740) (3,833) -
7,580 8301 7,580 8,301
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PRECIOUS METALS AUSTRLIA LIMITED
AND ITS CONTROLLED ENTITY

Consolidated The Company
2002 Hn 2002 20m
§ $ 3 $
10. EXPLORATION, EVALUATION AND
DPEVELOPMENT EXPENDITURE

CosTs carried forward in respect of areas of meerest in the-
Exploration and Evaluarion phase 405,810 405,810 405,810 405,810
Expenditure by the year 23,652 - B,783 -

429 462 405,810 414,593 405,810
Less: Explorarion expendirure wrimen off 420442 - 414,595 -
Tetal - 4058140 - 405,810

The ulrimare recoupment costs caried forward for explorarion and evaluation phases are dependent on the successiul
development and commercjal exploitation or sale of the respective areas of nterast

11. WINDIMURRA ROYALTY

Non-Current

Windinmirra reyalty balance at the

beginmng of the year 22.150,758 23,013,771 27,150,755 23,013,771
Amaorrisation in the year 30 June 2002 {1,150,638) (863 016) {1,150,683) {863.016)

21,000,067 22,150,755 21,000,067 22,150,735

Wriren off ar 30 June 2002 o recoverable amount 19,000,067 - 19,000,067 -

Windimurra royalty ar the end of the year-recoverable
amount 2,000,000 22,150,753 2,000,000 22,150,755

The camying value of the Windimurra Royalty as a non-current asseét has heen reassessed by the directors at iis
recoverable amount of $2.000,000 after waking into accouns:

i) The continued depressed price of Vanadium throughout the year, the faslure of the praject 10 genérate and pay
above the minimum royalry 1o the Company, and that on 21 February 2002 the 100% owner and operator of the
windimurra Vanadium Mme, Xstrata AG advised thar for the purposes of its resulis for the year énded 3}
December 2001, it has identified an impairment in the value of the Windimurra Vanadwum Project.

#)  The announcement in February 2003 by Xstrara plc (the parerr company of ws wholly owned subsidiary Xstrata
Windimurra Pry L1d, the pwner and operater of the Windimurra project) thar a decision had been raken to stop
production and suspend operations 2t the Windimurra plant as sopn as possible ang 1o assess oprions, which
include permanent closure.

#i)  The suspension of operations has not affected the Company’s entiflément To continue 1o recejve the mimmum
royalty ar the rate of $500,000 per annum. The Royalty Agreement with Xstrata Windimurra Pry Lid allows for
the paymen! of a minimum royalty of $500,000 per annum paid in quarterly instalments which will cease if all
mining operanons at the Windimurra minesite are terminated with afl rehabilitanion obligations in respect of the
enements having been satisfied in full.  Accordingly, the recoverapility of $2,000,000 is dependent on the
continued payment of the minimum royalry wiril ar least 30 June 2006, There is some prospect, bat no cermainty,
thar the projeer may be permanently closed which would then ultimasely lead 1o the cessation of the minimum
royalty entitlemens thereby reducing the value of this asset ro NIL.

Should operanons be resumed there would likely be cause to reconsider the recoverable amount of the asset
resulting in a potential increase to 1§ value.
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PRECIOUS METALS AUSTRLIA LIMITED
ANDITS CONTROLLED ENTITY

Consolidated The Company
2002 2001 2002 2001
b $ $ $
12. PAYABLES
Current
Trade credirors 688,906 1,184,523 A88.906 1,150,217
Loans (Note 22(b)iv)) 400,000 - 400,000 -
Other creditars (Nates 30(b)()) 214,570 - 214,570 -
1,303 476 1,134,523 1,303,476 1,150,217
Non Current
Orher creditors (Motes 30(b)(1)) 185,430 - 185,430 -
13. INTEREST BEARING LIABILITIES
Non-Current
Orther loans (Note 22(h¥i)) - 504.438 - 504,438
14. PROVISIONS
Current
Settlement of the claims made by
Westgold Resources NL (More 30(a)) 800.000 - 300,000 -
Provision for rehabihtation of minesite 220,000 20,000 - -
Employee entitlements - 1,095 - 1,095
1,020,000 21,095 800,000 1,003
Non-Current
Direcrors’ entitlements - 206,627 - 206,627
15, DEFERRED INCOME
Deferred income 102,125 125,000 102,123 125,000
102,125 125,000 102,125 125,000

The minimum Windumurra Royalty payment is $125,000 a quarter.

On 29 June 2602 the Company received payment of $102,125 on acceunt of the royalty payment due on 1 luly 2002
and the balance of $22,875 was recerved during July 2002.
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The Company The Company
2002 2002 2001 2001
Number b Number b

16. CONTRIBUTED RQUITY

Issued and paid-up share capital

Orchinary shares, fully paid 15,854,855 48,369,635 |58 547,651 48,369,635
Balance a1 the beginning of the financial year 158,347,651 48,369,635 158,540 935 48,368,022
Movements in ordinary share capital

Shares issued {a) - - 6,716 1,344
Shars Reconsiruction b (142,692,796) - - -
Transfer from option prémium reserve «) - - - 269
Balance at the end of financiat year 15,854,855 48 369 635 158,547 651 48,369,635

(@) Qn 1 September 2000, 5,625 shares were issued at 20 cents (oprion canversion)

On 30 Seprember 2000, 1,09} shares were 1ssaed 4t 20 cents {option conversion)

(b} In July 2001 the Company obrained shareholders’ approval for a share reconstuction and effected a consolidation
to one ordinary fully paid share for ten ordinary fully pawt shares.
{(c) On 1 September 2000, 3,623 oprions were exercised with an oprion premium of $225.
Cn 30 Seprember 2000, 1,091 oprions were exercised with an option premium of $44.

Consolidated The Company
2002 2001 2002 200
$ 3 % 5
17, OFPTION PREMIUM RESERVE
Balance at the beginming of the financial year 3,965,772 - 3,965,772 -
Proceeds from apticn premium - 4,320,663 - 4,320,665
Expenses of option placement - (354.624) - (354,624)
Transfer o cantributad equiry - (269) - (269)
Balance ar the end of the financial year 3,965,772 3,965,772 3,965,772 3,965,772
18. ACCUMULATED LOSSES
Accumulated losses at beginning of year (30,236,195) (24,947,616} (30,212,227 (25,727.746)
Ner 1oss ateributable 1o members of the parent entity (21,525,60R) (5,288,579} {21,320,914) {(4,484,331)
Accumulazed losses ar the end of the year {51,761,803) (30,236,195) (51,542,141  (30,212.277)

19. OFTIONS

Oprions to acquire ordinary shares in the capital of the Company have been granied as follows.

Listed 1 December 2005 Options

12,896,603 were outstanding as of the 30 June 2002. The oprions are also listed options are execurable on or befors

1 December 2005 ar a price of $2.00 per share.

There is no usual market price for these oprions.
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Consolidated The Company
2002 z0m 2002 2001
£ L] 5 b

2. DIRECTORS’ ANDEXECUTIVES® REMUNERATION

21.

$180.000 - $189,999

Directors’ Remuneration

The number of direcrors of the Company whose tota
income from the Company or related parties was
within the following bands are as follows.

$0- $9.999
$10,000 - $19,999
$30,000 - £30,999
$80,000 - $89,999

LI % I T
B
[l

bt

Income paid or payable, or otherwise

made available, ro all directors, by

0NTies in the conselidared ennty and

relared parties in connection with the

management of affars of the

Company or its conmelled entiries: 72,800 324,320 72,900 324,320

SEGMENT INFORMATION

The Company and the econamic entity operate in one industry being mining and mineral exploration and in the one
geographical segment, Australia.

22,

RELATED PARTY DISCLOSURE

(a) BDirectors

The names of persons who were directors of the Company a1 any tme during the financial year were MrR H
J Smith, (resigned 28 May 2002} Mr A K McKee (resigned 4 June 2002) , The Earl of Warwick, Mr J Wall and
Mr A C Pilmer.

Details of directors’ remuneration are set ogt in the Directors’ Repar.
Apart from the derails disclosed in this note, ne director has entered into a material contract wirh the Company or

the conselidated entiry since the end of the previous financial year and there were no material conmracts involving
directors’ mterests subsisting at year end.

{b) Transacrions with Directors and Direcior-Related Entities

i.

1

1L

On 3] March 2000, shareholder enuties conrollied by Mr R H T Smith (Pacific Quest Invesmmenis Pry Lid} and
Mr A K Mckee (Adapt Pry Lid) loaned $200,000 cach o the Company. The louns were unsecured and an
interest rate of 12.5% applied 1o the owstanding amount.  An estaklishmenr fee of $16.000 and inferest of
$36,219 have accrued on cach of these loans during the year ended 30 Jupe 2001,

Interest of $27,428 has accrued on each of these Joans dunng the year ended 30 June 2002, Interest was also
aceraed on the personal loan accounts of Mr R H | Smith for $6,403 and Mr A K McKee for £10,071 during
the year ended 30 Jyne 2002 ar an interest rate of 12.5% per annum.

Employee entitlements of $80,311 were owed 1o Mr R H 3 Smith and credited ro his loan account. Employee
entitlements of $126,316 were owed 10 Mr A K McKee and eredited o his loan account.

As a consequence of a subsequent agreement, The loan accounts of Mr A K McKee (and associated entity)
were reduced by $316.003 and the loan accounrs of Mr R H I Smith (and associated <ntity) were reduced by a
roral of $66,361 by way of a recision of emtitlements and in order o make a conrribution 1o legal costs. These
recisians left remaiming loan account balances of $300.000 fo Smath (and asseciared entity) and of $100,.000 to
McKee (and associated entity).
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22,

(b)

V.

vi.

(c)

(d)

RELATED PARTY DSCLOSURE {continued)
Transactions with Directors and Director-Related Envitiés (continued)

Premises owned by ennties controlled by The Earl of Warwick (Tagora Pry Ltd) were occupied by the
Company and rent and outgoings totalling $21,523 were paid by the Company duning the y=ar ended 30 June
2002. No formal lease documentation has been drawn up in relation o this agreemenr. The Company has
received independent confirmation thar the rental arrangement 1 below marker conditions for similar
tenancies. The Company can terminate the arrangement without norice with ro penalry or make good costs.
Accoumting fees of $2,500 were accrued a1 30 June 2002 and owing to A C Pimer & Co, an accounting firm
associated 10 Mr A C Pilmer for services rendered during the month of June 2002 pursnant to an agreement 1o
provide generat accounting and administrative services to the Company at normal commercial rates.

Transactions of Directors and Director-Related Entities Concerning Shares or Share Options

Aggregare numbers of shares and share oprions of the Company held directly or indirectly or beneficially by
directors of the Company or their director-related entities at balance dare:

2002 2001 POST

NUMBER NUMEBER RECONSTRUCTION
Ordinary shares 4,941,938 34,100,417 3,410,042
Listed Options 585,950 7.720.246 772,025
Director Options NIL 3,000,000 300,000

The number of Direcror Opnions 1o be granted and the werms and conditions under which they wers granted were
approved by special resolurion at a general meeting of the Company held on 6 August 1998. The Directors
Options expirc on 31 March 2003, The terms and condutions of Listed Options are described in note 19
Wholly-Owned Group

Derails of ownership interests in wholly owned conrrolled enriries are set ouf 1n Note 26

The ageresare amount receivable from whanlly owned entities by the Company at balance date.

The Company
2002 2001
$ b
Non-Current
Loans o sybsidiary companies 24 209,060 24,163,521
Less provision for non-recovery (24,208 060) (24,163,521)

Loans
Loans berween group entities are unsecurcd and repayable at call. However, there is no present potential 1o recall
such funds.
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Consolidated The Company
2002 2001 2002 2001
$ 3 % 5

22. RELATED FARTY DISCLOSURE (continued)
(e) Transactions with Other Related Parties

Aggregare amounts included in the determination

of pperating loss before income tax that resulted

from trunsacnons with Windimurra Jomnt Venture.

Management and adnmmstranon fees - 126,126 - 126,126

Salary reimbursement - 18,755 - 18,785

Interesr Recejved - 9.942 - 9,942

23,

(a)

{h)

NOTES TO THE STATEMENTS OF CASH FLOWS

Reconciliation of Cash

For the purpose of the Statements of Cash Flows, cash includes on hand and ar bank and short term deposirs at call
net of outstanding bank overdrafis. Cash ar the end of the financiu! year as shown in the Statemenie of Cash Flows

is reconciled 1o the relared irems in the balance sheets as follows:

Cash at bank 283,370 345 701 282 837 545,209

Reconciliation of operating loss after income fax

o net eash used in operating activities

Operating loss afier income tax (21,525,008) (5,288.579) (21,328.914) (4,484,531)
Non-cash irems:

Amortisation of interest in Windimurra praject 1,150,689 863,014 1,130,689 863,016

Amortisation of exploralion, ¢valuation

and development - 43768 - 32,034

Amayrtisation — other - 14772 - 1,287,842

Depreciation 1,707 1,277,502 1,707 4,432

Loss on disposal of assets 3,832 (176,827) 3,832 {3,660}
Write off of Windimurra Rayalry 19,000,067 - 19,000,067 -

Finance lease expenditure - - - 2,229,000

Write-off of investmens 1,324 - 1,324 9

Profir on sale of joint venmure inferest - - - (3,725,536)
Provision for Joans 10 conrrolled entities - - 45,539 490,530

Exploration expenditure wrinen off 429,462 - 414,595 -

Change in assers and lahilities during the year:

Increase/{ Decredse) in provisions 592 278 140,262 502,278 140,262

(Detrease VIncrease in payables 334,383 (2,161,368) 338,689 (1,001,247
Increase/(Pecrease) m interest bearing liabilities {504,438) - (504,438) -

Increase/{Decrease) in geferred income {22,873) 125,000 (22 875) 125,000

Increase/(Decrease) in provisian for rehabilization 200,000 (228.000) - -

Net movement i joint venure assets and liabilines - (2,244.620) - {2,244,620)
Decrease/{Increase) i trade debrors 99 53} 583.002 99,52] 583,002

(Decrease) m provisien for dimination in investment - {179) - {179)
Decrease/{Increase) in other receivables 3,757 3R.37] 5,757 38.37

Ner cash uscd 10 aperating activiries (233901) (7,013.879) (203,229) {3,666,273)
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Consolidated The Company
2002 200% 2002 2001
§ § $ $

23.

(=)

4.

(a)

NOTES TO THE STATEMENTS OF CASH FLOWS (continged)
Financing Arrangements

The consolidated enuty has uccess 1o the following lines of credin:

Total facilities available
Guarantee and indemniuty facility 258,000 243,000 258,000 263,000

Faeilivies urilised ar balance date:

Facilities not utilised at balance date
Guaranwee and indemunity faeiliry 258,000 263,000 258,000 263,000

Guarantee and indemnity facility
The facilines are subject 1o annual review. The fee rares are 1.253% pér annum. See Note 25 (a) for details.

COMMITMENTS

Muning Tenement Expenditure Commivments

In order 1o mainiain current rights of tenure 1o tenements, the Company and the consolidated entity are required 10
pay lease renfals and o meer the minimum statutory expenditure requiremeénts of the Western Ausmalian
Department of [ndustry & Resources.

)

5

(a)

Consolidated The Company
2002 2001 2002 001
$ 3 % $

The ohligarion to meer expendiwure commitmenrs
ceases if the tenement 1s surrendered or expires.
These obligarions are not provided for m the
financal report and are payable:
Mot later than 1 year (i} 158,800 159200 68,500 68,500
Larer than 1 year but not later than 5 years {1} €39.200 616,800 274,000 274,000
Later than 5 years D 608,791 768,591 279,630 348,130

1,407,791 1,544,591 622,130 690.630

If the consolidated entity decides 1o relinguish certain leases and/or does not meer these obligarions, assets
recognised 1n the statement of financial position may require réview to derermine the appropriateness of carrying
values The sale, mansfer or farm-out of exploration rights 1o third parties will reduce or extinguish these
obligations.

CONTINGENT LIABILITIES

Guaraniees

The consolidared entiry has in place a guarantee and indemnity fecilicy of $238,000 that relates 1o the Palm
Springs encments, The pnmary purpose of this facility is to satisfy environmental bonds in respect of mining
ensments, as required by the Department of Mines. At 30 June 2002 no amount had been drawn against this
facility. No securiy is held over this facility. A1 30 June 2003 the consolidated entity has recorded a provision of
$220,000. Subsequent 1o year-end the Company has completed, subject 1o a further review by the Deparimen; of
Resowurces and Industry, irs obliganons ro clean up and restore the minesite at Palm Springs in the Kimberley
chstrict of Western Australia. This was done at & cost of $173,000.
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&)

Narive Title

The Company holds mining tenements in Western Australia. n 1992, the decision of the High Cowrt of Ausmalia
{Mabo Case), recognised the existence, in certam circumstanees, of communal native nile in Auswralia. The
Company has received notificarion that some of its nuning tenements may be the subject of Native Tifle claims.
Atthe date of this report, the Company is unable 1o derermine what effect (if any) Narive Title claims wall kave on
the operations of the Company .

The Company
2402 2001
] ¥
26. CONTROLLED ENTITIES
{a) Particnlars in refation to controlled entities
Name of Entiry
Midwest Coal Pty Ltd 100 100
Vicrory Speet Pry Lid 2 2
Kimberley Gold Pty lid 2 3
104 104

{b)

The conrolled entities are meorporated in Australia and the Company holds 100% of the ordinary issued capital.
Disposal of controlled entities
DPuring the 2001 financigl vear the consolidated

Ennry disposed of all the ordinary shares of
Windimurra Lid. Derails of the dispasal is

as follows:
202 2001
Consideration (cash) - 2
Ner assers of enrities disposed of - 2
Profir on disposal - -
% Yo

Inrerest held afier disposal - -

The entity was disposed of on 11 December 2000 and the operaring results 1o thar dare have been included
consalidared operating profir.
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(a)

FINANCIAL INSTRUMENTS

Interest Rate Risk Exposure

The consolidated entity’s exposure to fnferest rate risk and the effective weighted aversge interest rate for classes
of financial assets and financial liabilities is sev out below:

(b}
0]

Weighted Flaating Non-
Average Interest Interest
Interest Rate Bearing Tatal
Note Rate $ % $
2002
Financial assets
Cash 3.42%% 283,329 - 283,329
Recevables 7 4.30% 647.080 - 647,080
Other receivables 7 - - 246,646 246 646
Windimurra royalty il - - 2,000,000 2,000,000
230,409 2,246,646 3,171,05%
Financial liabilities
Payables 12,13 - - 1,488,906 1,488,906
Provision for Wesrgold
Resources NL settlement 14 - - 500,000 800,000
- 2,288 906 2,288,906
Net financial assews/{liabilities) 930,409 (42,260} £88,149
Weighted Floating Fixed Interest Non-
Average Interest Maturing interest
Interest Rate in 1-5 Years Bearing Tatal
Notwe Rate ) % $ $
2m
Financial assers
Cash 3.54% 245,701 - - 345,701
Recervables 7 4 50% 0A3, 588 - 35,416 999 004
Orher financial assels 8 - - - 1,324 1,324
Wmndimurma royalty 11 - - - 22,150,755 22,150,755
1,509,289 - 22,187,495 23,696,784
Financial liabilities
Payables 12 - - - 1,134,523 1,154,523
Interest bearing labiliy 13 12.50% - 504,438 - 504,438
Employee and director
emitlements 14 - - - 207,722 207,722
- 504,438 1,302,245 1,866,683
Net financial assets/(Jiabilities} 1,509,289 {504.438) 20,823,250 21,830,101

Net Fair Yalue of Financial Assets and Liahiliries

Revugaed financial msiruments

The net fair value of cash and cash equivalents and non-inferest bearing monetary financial assers and financial
limbilities of the consolidated entity approximares their carrying value.

The net fair value of other monetary financial assets and financial labilities is based upon market prices where a
markey exists or by discounting the expected future cash flows by the current interest rafes for assers and liabilities

with similar risk profiles
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Equiry investments wraded on organized markers have been valued by reference to marker prices prevailing at
balance dare (refer also to Note 8). For non-waded equity imvestmenis, the net fair value is an assessment by the
directors baged on the upderlyng net assers, furure maintamahle earmings and any specia circumstances perfamung
1o 4 particular investment,

(il Unrecognised financial msiruments
The Company and cerain related parties have potential financial labilities that may arise from cermain
contingencies disclosed in Nore 25.

(1) Ner Fawr Values
The carrying amounis of financial assets and fiabilities ar balance date are approximate their net fair value.

{c)  Credix Risk Exposures
Credit risk represents the loss that would be recognised if counter-parties failed to perform as contracted.

The credit risk on financial assers, excluding investments, of the consolidated entity, which have been recognised
in The statement of financial position, is the carrying amount, net of any doubrful debrs.

Consolidated The Company
2002 2004 2002 2001
5 § $ $

28. EMPLOYEE ENTITLEMENTS
Agaregate hability for employee entilemenis,
including on-cosrs
Current - 1,083 - 1,095
Non-Current - 206,627 . 206,627

- 207,722 - 207,722
Number of employees
Number of employees ar year end. - 1 - 1

29,  ECONOMIC DEPENDENCY

Rayalty payments to the Company will be calcuiated on Project returns withows deduction of mierest, fax, depreciancn
of amartisation and includes a minumum royalty of $500,000 per annum fo be paid on a calendar year basis.

Future production royalties in excess of the minimum royalry is cateulated and paid on a calendar year basis.
30. EVENTS OCCURRING AFTER BALANCE DATE

(a)  Wesergold Litization

In July 2002 the Company reached agreements with Westgold Resources NI and two former directors, MrRH J
Smuth and Mr. A K McKee, as well as the continuing Chairman, the Fart of Warwick, which in effect senled the
action brought by Westgold Resources NL against the Company and the two former directors, Mr R H J Smith
and Mr. A K McKee, in December 2000 which alleged thar the defendants engaged in misleading or deceptrive
conduer with respect fo the 1ssue of shares 1o Westgald Resources NL in April 2000. The claim was for damages
m the sum of $3,090,770 and mierest and cosrs.

This settlement with Wesigold Resources NL was for a toral amount of $2,130,000 wirth the Company accepiing
liability for $800,000 of this amount in respect of its share of the toral senmlement as announced to the Ausmalian
Stock Exchange on 18 July 2002,

In addition, the two former direciors agreed o make a contribution of $382,393 to the legal costs of the

Company, incurred in the defence of the Westgold Resources NL claims. This contribunion was dedncted from
the loan accounts assaciated with The rwo former direciors. (Note 22(B)iv))
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(k)

{c)

(d)

{e)

Westgald Sentlement

The Company accepted a liahility 1o Westgold of $800.000. This amount was guaranreed by Mr R H T Smith.
The Company failed to pay Wesrgold. Mr R H J Smith’s guarantee was called upon. Mr R H ) Smath
subsequently issued demands on the Company 1o repay this amount, together with ingemnified inverest and other
costs, and then in March 2003 he proceeded 1o make an application 1o the Supreme Court of Western Ausmalia
to wind up the Company and appeint an official liquidator.

Smith Sertlement

In May 2003 the Company reached ap agreement with the former director Mr R H T Smith whereby he withdrew
his application to wind up the company and 1o appoint an official liquidator and the Company acknowledged:

i) his entitlement to costs and interest toralling $117,000.

ii)  that the share placements referred 1o in the Westgeld Resources NL Senlement agresments would
proce=d ar a price of 7 cents per share.

iii)  that the balance of momes owing 1o him of $450,000 would be sertled by the issue of 4,285,715 fully paid
shares of 7 cenrs each to sansfy $300,000 and the payment of $150,000 following the complerion of the
share placements.

iv)  rthal these wansactions are to be completed prior 1o 31 July 2003,

Contractors Disputes

The Company has sertled all outstanding conmactors dispares thar relared back 1o the Windimurra Joint Venture
and these include:

i) In March 2003 a ¢laim against the Joint Venture totallimg 56,830,000 was senifed for $1,000,000 with the
Company’s share of $400,000 being mel by the utilisation of exisung dispun: credirs of $214,57¢ and
deferred payments of $185.430 10 be paid from future royalty mcome without inferest or costs.

n An obligation 10 pay the stamp dufy on a transfer of 2 9% interest n the Windimurra Joint Venture 10 2
subsidiary of Xstrata plc was assessed in December 2002 by the Srare Revenue Office at $370,098. This
assessment releases $229,902 plus interest previoasly held in the proceeds account. (Note 7 (i)}

Sale of Barrambie

In April 2003 the Company complered negoviations to sell the mining renement known as Barrambie previously
written down 10 SNIL for $200,000 to Reed Resources NL by the payment of $30,000 and the issue by Reed
Resources NL of 750,000 fully paid shares of 20¢.

Windimurra Royalty Asser

In February 2003 Xstraza ple, the parent company of Xswrata Windimurra Pry Lid, announced in its Annual
Report for the year ended 31 December 2002 thar its subsichary would cease production and operarions would he
suspended whilst they assessed options which would include permanent closure.

Since the announcement by Xstrata ple and the effecrive suspension of praducrion of Vanadium Pentoxide ar
Wwindimurra which previously supplied approxmmately 11% of the known world producten of this product it is
noted thas the spet priee has firmed approx $1.40 per Ib to $2.80 per Ib.

Legal Costy
In April 2003 the Company reached agreement with the Company’s former solicitors 1o reduce the accrued Jegal
costs included in payables as at 30 June 2002 relating 10 the Westgold Litigation by $108,000.

adjustments have been made for the 30 June 2002 financial statements 1o reflect the $800,000 liability ro
Wesigold, and $382,393 contribution by Directors acted in pary (a), and the comtractor disputes in part (b}1i),
and the write-down n the Windimuwira Royalty, as these events provide additonal informanion for evenis
exisfing at 30 June 2002. The other events noted above have not been adjusied in the 30 June 2002 year.
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DIRECTORS® DECLARATION

1 Inthe opinion of the directors of Precious Metals Australia Limited (the Company™):

{a) the financial statements and notes, set pul on pages 9 1o 31 are in accordance with the Corporations Act 2001,
including

(i) giving a wue and fair view of the finanmal posimien of the Company and consolidated emtiry as at
30 June 2002 and of their performance, as represented by the results of their operations and their cash
flows, for the year ended on that dare; and
{1} complying with the Accounting Standards and the Corporations Regulations 2001; and
{b) there are reasonahle grounds 1o believe that the Company will be able to pay us debts as and when they

pecome due and payable. Without qualification to the above, amention is drawn 1o the mamners described in
Note 1{b) on page 12.

Signed in accordance with a resplurion of direstors:

A CPILMER
Director

Dated at Perth this 13% day of June 2003
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Independent andit report to the members of Precious Metals Australia Limited

Scape

Wt have audired the financial report of Precious Metals Australia Limited for the financial year ended 30 June 2002,
consisting of the statements of financial performance, statements of financial position, statements of cash flows,
accompanymg notes 1 1o 30, and the directors’ declarstion. The financial report mncludes the consolidated financial
statements of the consolidated ennty, comprising the Company and the entities 1t controlled at the end of the year or
from Time 1o 1ime dunng the financial vear. The Company’s directors are responsible for the financial report. We
hzve conducted an independent audit of this financial report in order w express an opimen on it to the members of
the Company,

Ohur audit has been conducted 1 accordance with Australian Anditing Srandards 10 provide reasonable assurance
whetker the financial reper 1s frec of malerial misstatement. Our procedures included examinartion, on a iest basis,
of evidence supporting the amounts and other disclosures in the financial report, und the cvaluation of accounting
policies and sigmficant accounting esnmates. These procedures have been undertaken to form an opimon whether,
1n alt material respeces, the financial report is presented famly i accordance with Accounting Seandards and other
mandatory professional reporting requircments 1n Australia and STaRROry requITements o 48 [0 present 2 view which
15 consisient with our understanding of the Company’s and the consolidared entiry’s financial position, and
performance as represented by the resuls of their operanons and their cash flows.

The audit opinion exprossed 1n this report has been formed on the gbove basis.

Audiz apinion
In cur opmion, the financial report of Precious Metals Austraha Bimated 15 10 sccordance with:

a)  the Corporanons Act 2001, including:

1. giving a rrue and fair view of the Company's and the consolidated entity’s financial position as ar 30 June
2002 and of thewr performance for the financial year ended on thar dare; and

ii. complymg with Accounting Standards 1n Australia and the Corporations Regulations 2001; and

b)  other mandatory professional reporling requirements 1n Austraha

Inherent uncertaingy regarding continualion as @ guing copcern

Withour quahificanon 1o the statement expressed gbove, atention is drewn (o the following maner. As a result of the
maners descnbed 1 Note 1(b), wo the financial stalements, there is sigmficant uncertainfy whether the Company and
consohdated envity will be able 10 cominue as a gomg concern and therefore whether it will realise s assers and
extingmsh 1ts liabilities in the normal course of business and at the amounts stated m the fimancial report.

Inherent wncerrtginty regarding Windimurra Royaliy

Withour qualification to the opinion expressed above, anenton 1s drawn o the following mater. Ay described in
Note 11, the company has recorded the Windimarra royalty at 1s recaverable amount of $2,000,000. As a result of

the matyers deseribed ar Note 11 10 the financial statements there is sigmficant uncertaimty whether the Company
will realise the amouns recogmsed as the Windimwra Royalty recoverable amount

Ky

R HART
Parmer

Perth
13 Jupe 2003
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PRECIOUS METALS AUSTRLEA LIMITED
AND ITS CUNTROLLED ENTITY

ADDITIONAL INFORMATION AS AT 12 JUNE 2003

1. SHAREHOLDING

{a) Substantal Shareholder

Name Held direcily Held indirectly Toral %
Earl of Warwick ml 1,980,633 1,198,633 12.6
Roderick Smith 512,001 1,453 412 1,965,413 12.4

{b) Vaoting Rights
Each member is entitled o ane vote on a show of hands and one vore for each share held on a poll.

(¢) Distribution of Shareholders

Number of Helders
Size of Holding Shares Yo
1 - 1,000 368 1.95
1,001 - 5,000 639 10.52
5,001 - 10,000 139 6.17
14,001 - 100,000 159 26.45
100,001 - 3126 54.40

(¢} Marketable Pareel
There are 1,296 shareholders who hold less than 3 marketable parcel given a share value of 6 cems a share.

() Top 20 Sharcholders

Number of %o of Issued

Shares Capital
Tagora Pry Ltd 1,880,633 12.492
Mr Roderick lames Hollas Smith 1,965,413 12.394
Mr Andrew Kregor McKee 995,392 4.828%
Rerford Resources NL 014,638 5.768
Vagg Investment Management Services Pry Lid 443,924 2.799
HSBC Custody Nominees (Australia) Limited 400,500 ) 2526
ANZ Nominees Limited 309,934 1.9354
Navional Nominees Limited 293,020 1848
Bow Lane Nominezs Pry Lid 277,600 1.747
Westgold Resourees NL 200,000 1.281]
Mr Christopher John Wilson 168,980 1.065
R & B Investmenis Pry Limired 161.210 1.016
Miss Yu Chuan Chen 155,000 0.977
Mrs Liliana Teofilova 147,336 0.930
Mr Arthur Carbo 125,128 0789
Mr R E & Mrs R I MacMillan 104,650 0.660
Mr Alexander Reid 101,785 0.641
MrHI1& Mrs L M Wheatley 100,000 0.630
Morgeo Nominees Pty Limited 100,000 0.630
Yuwin Poy [d 100,000 0.630

5,045,233 57.050
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(h)

Top 20 Option Helders

Dr Glen Whisson

Mr Bin Mohammad Abas
Reef Securines Lumired
Mr Andrew Mckee
Rerfora Resources NL
Mr David Buchald

Mr Helmur Rocker

Mrs Bin Mohammad Abas
Mr Edward Protasewicz
Mr Roberr Edwards
H3BC Custody Nominees
Tradco Pty Lid

Mr lanaki Semerdziev
Mr James Wall

Mr [onald Crombie

Mr Fruneis Higgins

Mrs Pacla Bardwell

Mr Hugh Brady

Vagg lnvesiments

Mrs Glenn Whisson
Yuwmn Pry Lia

On Market Buy-Back

There is no current On Marker Buy-Back

Number of
Options

1,250,007
1,040,000
770,000
585,960
501,667
489,768
481,250
381,730
330,335
330,000
262,188
251,250
250,00]
250,000
230,000
194,344
185,000
176,000
150,487
135,649
106,000

8,295,687

% of Issued
Capital

Q.7
31
6.0
4.5
3.9
3.8
37
3.0
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