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ANGLO ASIAN MINING PLC

Anglo Asian Mining PLC is a mining development
company with eight gold and copper development
properties in three separate mining areas of Azerbaijan.

The rights to extract all minerals in the Contract Areas
are through a Production Sharing Agreement with
the Azerbaijan Government.
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HIGHLIGHTS

Gedabek feasibility study successful
CIL ptant sold

» Bank funding of $25 million i place with
the International Bank of Azerbajan (“IBA")

» Development plans proceeding
for 2008 operation
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The Contract Areas are located on a major
tectonic belt known as the Middle East Terhary
Fold Belt, also known as the Tethyan Tectonic Belt KUWAIT
This 1s one of the world"s significant gold and
copper beanng belts
*JDI ARABIA,

Azerbaijan is situated in
south-western Asia, bordering
the Caspian Sea between Iran
and Russia.

Azerbaijan borders Armema, Georgia, Iran, Russia and Turkey
and Js split into two parts by Armerua, the smaller part 15 called
the Autonomous Republic of Nakhchivan

Azerbayan covers an area of aver 86,000km?, ranging from
the flat Kura-Araks Lowland with Great Caucasus Mountains
1o the nerth to the Karabakh Upland m the west The climate
1s serri-anid, with cold wanters and hot summers
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CHAIRMAN'S STATEMENT

Our most important development has been the advancement
of the Gedabek gold/copper project, for which we have commenced

mine construction.

HIGHLIGHTS
+ Gedabek development advanced

* Bank financing in place
= Sale of CIL plant
*+ Further exploration intended

I am pleased to report to you on the Company’s progress
dunng the past year

As incoming Chairman half way through 2007, | have witnessed
an interesting year in Azerbajan, where the Company was able
ta consehdate s strategic position in the country and fulfil
its obligations under the Production Sharnng Agreement {"PSA")
1t shares with the Government Our most iImportant development
has been the advancement of the Gedabek gold/copper project,
for which we commenced construction after identifying

an indicated resource in November 2006

Dunng the last twelve months the demand for base and precious
metals has remained strong, led by the extraordinary growth
of the Indian and Chinese economies Gold pnces have remained
buoyant over the period, reaching new highs in early 2008,
fuelled by soanng oll prices and power cutages in South Africa

Daspite record prices for gold, silver and copper, the mining
industry 1s struggling to keep pace with the high demand for
metals The time from discovery to production has increased
significantly as companies struggle over land title 1ssues,
changes to tax laws, environmental constraints, shortages

of qualified mining individuals and extra long lead times

an key rtems of equipment

Gedabek

At Gedabek, our Company has been fortunate in being able
to fast-track this gold and copper mining project, requinng
small and available machinery, with mimimal delays through
the approval processes We obtarned feasibility study approval
n June 2007, the emvirenmental approval in September 2007
and put the finanang n place in early 2008 The project 1s now
poised ta deliver its first gold preduction befare the end of
2008 with copper production followting shortly thereafter

The Gedabek project consists of an open pit mine producing

1 5 million tonnes of ore each year, a heap leach pad and
processing facility for the recovery of gold, copper and silver
The stnpping ratio 1s low at around 1 5 to 1 0, enabling the
flat lying ore deposit to be readily accessed and higher grades
mined early in the project’s life The project should return

its capital investment very quickly due to the high grades
scheduled to be leached dunng 2009

The products from Gedabek, in the form of gold doré and
copper/silver nch concentrates will be exported for further
processing and refining  The Company has no restrictions
on these exports under the terms and canditions of the PSA

The Gedabek feasibility study was completed in June 2007 and
the Development and Production Plan was subritted to the
Government and approved in the third quarter Environmental
approvals were also obtained from the Ministry of Ecology and
Natural Resources dunng the third quarter These approvals
required the completion of a base-line study and an environmental
impact study and induded a local environmental heanng at which
the residents of Gedabek were able to express their overwhelming
support for the project The Company i1s determined to mantain
the highest environmental standards at the mine, recognising
that 1t 1s located close to a populated area

| am pleased to report that the Group has continued to
assist the local community at Gedabek Following severe
weather damage to schools and public buildings earler this
year, we purchased roofing matenals which enabled repairs
10 be carned out tn a timely manner We also partnered with a
lecal company in Azerbayan to join the USAID Farmer-to-Farmer
pregramme to improve the praductivity and income of over ‘
80O families in the Gedabek region ‘

Exploration
Although the Company focused most of its resources ‘
on the Gedabek deposit dunng 2007, exploration efforts

continued both in Ordubad n the south and at the Gosha

property, which 1s located to the north west of Gedabek

At Gosha, further test sampling and ore grade compansons
with Russian data confirmed that potentally economic
mineralisation exists The area around Gosha was mapped
and sampled during the year as part of a reconnaissance
programme 1 search of further mineralised areas

The exploration work in Ordubad was focused around mapping
and sampling of some of the smaller deposits in the area which
are considered prospective for copper and molybdenum
Soils and sediment sampling was also taken out in areas
between the known mineral occurrences

The Company has untd Apnl 2009 to further evaluate

the properties it has been granted under the PSA, with the
possibility of an extension to this time period We ook forward
to more exploration success, especially if in the future we can
explore three mere prospects located in the Qccupied Terntones
of western Azerbayan

Sale of CIL plant

Following extensive advertising, the CIL plant purchased
by the Company in 2005 was sold to a Kazakhstan gold
producer for a consideration of $7 5 mullion, before sales costs
Although the sale value of the plant was less than expected,
the cash inflaw occurred at a cntical time for the Company




The proceeds greatly assisted with financing the Gedabek
project and enabled the project team to continue wath
the planning and tnfrastructure requirements

Financing

The strategy on the further financing requirement of $25 million
for the Gedabek project was to first explore local Azer sources
of debt The Azerbaijan economy receives increasingly substantal
revenues from the il and gas sector and lecal banks are well
placed to assist with the funding of ventures to support growth
in other sectors of the economy

Through extensive discussions and a strong relationship with
the IBA, the Company was able to obtain an unsecured $5 million
credit line from the bank in January 2008 to add to its own
internal funding In April 2008 the IBA also committed to

a $20 million term loan, which has subsequently been executed
and enables the Company to build the mine at Gedabek The IBA
funding 1s considered a major breakthrough for the Group

The current forecasts demonstrate that the exsting cash resources
and available debt provide sufficient funds to complete the
construction of the mine at Gedabek The Board 1s aware of
the current inflatronary pressures in the mining industry, the nisk
of defays to the development, production and revenue falling
short of expectations and the uncertainty that brings 1o going
concern If there are either cost overruns or delays which result
i a funding shortfall then the Board will have to take steps to
ensure there s adequate funding tn the penod to 30 June 2009
The major shareholders on the Board have confirmed that they
would be willing to provide additional funding in such an event
and also consider that further working capital faclities could be
negotiated with the IBA The Company 15 seeking the approval
of the shareholders, at the AGM on 23 July to increase the
borrowing capacity under the Articies of Asscaation to four
times the Adjusted Capital and Reserves and also to increase
the ability to allot for cash up to 10% of the current share
capital on a non pre-emptive basis Approval of these Special
Resolutions will if necessary facilitate the ability to raise additional
funds For these reasons the Directors continue to adopt the going
cancern basis In prepanng the financial statements (see note 1
1o the consolidated financial statements) The projected cash flows
commenctng in the first quarter of 2009 will put the Company
In a strong position to pay back the debt quickly and generate
funds for future growth

Financial results

The Group reported a loss of $14,683,306 (2006 $4,428,073)
The operating loss resutted from the costs of administrative
expenses of $4,935,566 (2006 $4,824,096}, a provision
for impairment of exploration expendtture and mining nghts
of $6,692,218 (2006 $185,053) and the wnite-down of

the CIL plant held for sale of $3,273,887 (2006 $nil}

Net interest income in the year was $218,365 (2006 $581,126)

Expleration and evaluation expenditure of $2,035,970
(2006 36,017,138) was capitalised in the year

At the year end the Group retained cash balances of $6,810,902
{2006 $6.354,102) there was no borrowing

Board and management

In July 2007 | joined the Board as Chairman following the
departure of Mr Graham Mascall 1t was with great pleasure
that | was able to assist in the challenging process of rarsing
the necessary funds to develop the Gedabek project

I would like to take this opportunity to thank Graham Mascalf
for his term as Chairman, duning which time the Company’s
strategic focus was identified and executed

Following the Company secunng its financing, the management
team in Azerbayjan was enhanced with expenienced individuals
from Kazakhstan to supplement a number of competent Azen
staff for the development phase of the project This combination
has subsequently been boosted by engaging a Turkish construction
management group to supervise the construction of the mine

Tim Eggar has advised the Board that he will not be offering
himself up for re-election at the AGM scheduled for 23 July and
will step down from the Board at that tme Tim has been on
the Board for the three years following the IPO and on behalf
of the whole Board | would like to thank him for ks sigrificant
contribution during this penod At the same time Richard Round
will step down from his executive duties as Finance Director and
take up a position as a Non-executive Director also filling the
vacancy of Chairman of the Audit Committee currently held by
Tim This follows the conclusion that we will need a full ume
CFC based In Azerbajjan as we head towards production We have
already appointed John Gibson to the non-board position of
intenm CFO and the search for a full tme CFO Is underway

I would like to thank all of our employess for therr persistence
and hard work durning 2007 | believe the uncertain phase for
the Company 1s behind us and we can look forward te building
a strong foundation duning the coming year

Khosrow Zamani
CHAIRMAN
25 June 2008
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CHIEF EXECUTIVE’S REVIEW

A mine development is underway at Gedabek following the Company’s
successful feasibility study of the project and financing for the full

scale development.

HIGHLIGHTS
s Gedabek feasibility study successfut

* Funding secured with the IBA
* Gedabek mine development now being progressed
* Exploration targets at Ordubad and Gosha identified

Intreduction

The Group has made some exciting progress durnng 2007

A mine development 1s underway at Gedabek, following the
Group’s successtul feastbility study of the project and financing
for the full scale development of the mine In addition, some
very good exploration targets are being pursued this year,
two of which are in the vicinity of the Gedabek development

The Gedabek project will prowide the Group with cash flow

to assist with its future growth in the region The highly rated
Tethyan belt runming through Iran, Azerbayan, Georgia and
Turkey can be expected to produce more development
opportunities, as this area remains under-explored compared
with many other gold/copper districts throughout the world
Funds to be generated by Gedabek and good financal relatonships
in Azerbayan will place Anglo Asian in a strong position to
take advantage of the exploration, acquisiion and development
oppertunities the region has to offer As the first major gold
project in Azerbayan, the Company 1s expected to receive on-going
support for s activities under its PSA with the Government
of Azerbayjan We have acquired nghts for rmirung and exploration
for up to 25 years in the Gedabek Contract Area, under the PSA
following the successful discovery

At least one area in Ordubad and the Gosha prospects remain as
an exploration target in addition, the Group holds nghtts for three
highly rated prospects in the Occupied Terntones to the south
of Gosha and Gedabek Following recent political changes
1n Armenia, we are advised that negotiations are progressing
well between the Governments of Armemia and Azerbasjan

Exploration programmes

Dunng 2007, the Group focused its efforts on field exploration
in and around the Gedabek and Gosha Contract Areas Soils and
grab samples were taken over previously un-explored territory
and areas were checked between the known anomalies in these
Contract Areas Sampling continued at the Gosha prospect and
at nearby streams and outcrops Samples taken from the

Maskhit deposit near Gedabek showed there 1s potential

for economic grades of copper in the area and the Group will
focus on this prospect and the known Maanf deposit during
the 2008 exploration programme

ORDUBAD

Activity 1n the Ordubad region was restricted to mapping
and sediment sampling dunng 2007 The camp at Keleky was
moved to Gedabek and both geological and ancillary staff
numbsers reduced to focus resources on the Gedabek project
However, the Group does tntend to explore further in the
Misdag/Agyurt prospect area, where only imited exploration
work was possible in the past

The Group remains optumustic that other prospects such as
Piyazbash will become increasingly attractive at sustained high
gold pnces The Piyazbash: prospect consists of a multitude of
gold beanng quartz sulphide vains, which vary substantally
in grade and thickness Grades from re-sampling of the adits
show good correlation with previous Russian data The Group's
sample results returned grades in the range 0 2 g/t 10 80 7 g/it,
reflecting the high vanability of grades within each of the vein
structures Afthough tonnages would be restncted by underground
muining at Pryazbashi and grades diluted in some of the narrow
veins, the prospect will become more wable as the gold price
continues to nse

The Diakhchay copper/gold/molybdenum prospect 1s another
target for further work in future exploration programmes
Some good surface sample results provide added incentive
to explore this prospect further

GOSHA

Additional sampling and evaluation at Gosha during 2007
showed the deposit to be erratic 1n grade and a high nsk
mining propositien, due to the nature of the ore and apparent
distnbution of the grade Consistent gold grades would seem
to be limited to the upper level east-west structure, which

has seemingly Iittle potential at depth

It1s considered that substantial underground dnving and sampling
15 required to evaluate fully this prospect Because of the focus
on Gedabek dunng 2007, exploration efforts at Gosha were
restricted At higher gold prices the optien of trucking some
of this ore to Gedabek for processing remains a possibility




The Gedabek project will provide the Company with cash
flow to assist with its future growth in the region.
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CHIEF EXECUTIVE’S REVIEW CONTINUED

The location, nature and size

of the Gedabek deposit make it
ideally suited to open pit mining
and heap technology.

The current construction schedule

shows first mine production by
the last quarter of 2008.

Exploration programmes continued

MAARIF

The geological structure at Maant 15 represented by tuffs and
andesite porphyrites, together with thyolites The area was inihally
investigated by Siemens during the operation of the nearby
Gedabek mine Government geclegists have since identified
an area of strongly hydrothermally altered and tectonically
dislocated matenal covenng a surface area of four kilometres
by about 300 metres in width

A short Government dnlling programme, prior to the PSA,
identified a potential low grade copper resource, which is also
believed to host gold, silver and molybdenum The Group is
undertaking further investigations of this prospect dunng 2008
to determine its economic potential Both its prospectivity and
close proximity to Gedabek rank Maanif as a high prionty
exploration target for the Company

Gedabek development

The Gedabek project was taken through scoping, feasibility

and finanang stages dunng 2007 The project is the highlight
of a successful year for the Group, and higher metal prices have
enhanced the potential value of this project The value of the
by-product metals, silver and copper, has also assisted in keeping
cash costs per ounce of gold well within the first quartile of
gold producer costs

A recently revised capital cost estimate of $25 million for the
project 15 censistent with earlier estimates, given that the
purchasing of a new mining fleet has been deferred untl after
production start-up Steel and contracting costs have risen,
but the Group believes that its current loan faciliies will provide
sufficient finance to take Gedabek to production, although the
Board 15 aware of the current Inflationary pressures in the mining
industry and the nsk of constructon delays, winch could result
n a further funding requirement

Dunng 2007, the Group produced a feastbility study by mid year
which showed the Gedabek deposit can be successfully
developed using relatively simple heap leach technology,
supplemented by a sulphidation, acidification, recyching and
thickening of the precipitate (SART} process which recovers
valuable metal credits for copper and silver The application
of this process also reduces overall cyamde consumption by
returning cyanide associated with copper and silver back into
the leaching circuit Its application has been restricted in the
past by low copper prices The cost of recavenng copper by
this means 15 estmated to be higher than $1 00 per pound at
current costs of reagents However, at sustained high copper
prices, the process 15 finding wider application 1n the mining
industry, with several companies introducing SART wn similar
carcumstances to Gedabek The Group was fortunate to retain
first class consultants in SRK, SGS Lakefield and Kright Presold
for this study




The Gedabek project has been developed from a JORC coded
resource base of 15 & million tonnes of ore grading 1 4 g/t
gold, 0 24% copper and 12 2 g/t silver in the indicated and
inferred categones Mining reserves at conservative metal pnces
of $600 per ounce for gold, $6 per ounce for silver and $1 80
per pound for copper were calculated te be 7 7 million tonnes
of ore grading 1 80 g/t gold, 15 9 g/t siver and 0 29% copper
The miming reserve 15 very sensitive to both metal prices and
operating costs This gives the mine a good chance of extending
the mine life beyond the current six years on the current resource
base alene In addition, the ore body remains open in several
directions and old stockpiles are likely to account for at least
one extra year of production A jow grade copper halo surrounding
the gold/copper ore deposit 1s also of economic interest,
should copper pnces remain at current levels, together wath the
cld Siemens workings, most of which lie beneath the planned
open pit mine

The location, nature and size of the Gedabek deposit make

it ideally suited to open pit mining and heap technology
Mining will take place on a hill slope with a two kilometre
haul to a leach pad, which is to be formed on exsting sloping
ground at a similar elevation No deanng of vegetation s required,
simply removal of the topsoil The extensive clay beds in the
area will provide an ideal, impervious base for the leach pad
Earthworks requirements are not extensive and water supplies
are readily available from nearby streams To ensure rehability
of power supply, the Group plans to use its own dresel powered
generators nitially

Suitable mining and earthworks contractors have been identfied
in Azerbajan Consideration will be given to purchasing a mining
fleet once construction work and the pre-strip mining 1s underway
dependent on cash flows and performance of the mining
contracter duning the construction phase

The current construction schedule shows first mine production
by the last quarter of 2008 The mining schedule has been
designed to access high grade ore relatively early in the mine
Iife Gold production i1s expected to exceed 80,000 cunces
dunng 2009

The Group s fully committed 10 1ts environmental and safety
obligations at Gedabek An environmental baseline study and
environmental impact study were completed during the year
and approved by the Government authorities Land has been
assigned to the project for its duration and both the Gedabek
community and local authonties have strongly supported the
development The project 1s of national importance to the
Azerbaijan Government in a country dominated by the ol
sector Gedabek will be the first significant gold mining
project in the country

Infrastructure

The Group has substantially improved its faalities at Gedabek
dunng 2007 The rented hotel has been upgraded to accommodate
additional staff and workers, adding a new diring reom and
improving plumbing and communications systems In June 2007,
work commenced on the permanent mine camp Most of the
camp buildings have been constructed under Company supenvision,
using local labourers This approach has been successful and
good quality work has been achieved The exploration camp
from Ordubad was moved to Gedabek as a starting point for
the camp, which 1s planned to accommodate 80100 staff
during operations

CIL plant

The CIL plant was sold during the third quarter of 2007 for
$7 S mullion, before costs of disposal, providing cash reserves
to continue with the Gedabek development and arrange
project finanaing

Staffing

Duning 2007, the Group retained sufficient staff to keep the
Gedabek project moving and has since appointed construction
and operating personnel to commence the early construction
work. Several expenenced operaticns persennel have been recrurted
from Kazakhstan to assist with the mine start-up These people
complement a local Azen management team, several of whom
have a mining or ol industry background It s anticipated
that additional management resources will be needed dunng
construction and these are being sought from neighbouring
Turkey and Iran, where the mining industries has been
firmly established

Attention has been given to the reduction of our cost base and
we have achieved savings from the closure of the London office
in February 2007

Fancing

The Group has obtained funding since the year end from

the IBA which enables us to develop Gedabek The Bank has
provided two facilities, firstly, one of $5 million repayable in
three years and secondly, one of $20 million repayable over four
years with a two year grace period Both facilities carry interest
8t 15% Further detads on this and going concern are given

in the finance review

Gordon Lewts
CHIEF EXECUTIVE
25 June 2008
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FINANCE REVIEW

The Group has obtained credit facilities with the International Bank
of Azerbaijan to secure the Gedabek development.

HIGHLIGHTS
© Bank funding secured

© (It plant sold
© Further cost reductions
© Net cash at the year end no debt

The Group reported a loss for 2007 of $14,683,306

(2006 $4,428,073) The operating loss sesulted from admumstration
expenses of $4,935,566 (2006 $4,824,096) and a provision for
impatrment of caprtalised exploration expenditure and impairment
of miming nghts of $6,692,218 (2006 $185,103) and the
write-down of plant held for sale of $3,273,887 offset by net
interest income of $218,365 (2006 $581,126)

The administrative expenses have been incurred in Azerbaan
and London Our London office was closed in February 2007
to reduce the cost base

The Group has prepared i1ts consolidated accounts for 2007
1n accordance with Internatronal Financial Reporting Standards
("IFRS") adopted by the European Union On adoption of
IERS no changes have been required to the comparatve
results for the previous year

The Directors have decided that a provision should be made
against the capitalised exploration expenses relating to Piyazbashi
of $1,111,286 reducing the carnyng value to $1,000,000 and
Misdag/Agyurt of $580,932 reducing the camying value to $nil
In addition a prowsion for imparrment has been raised against
mining nights relating to Crdubad of $5,000,000 The decision
to impair these asset results from the reduction in time avaitable
n the exploration period of the PSA This follows the decision
to concentrate resources on the development of Gedahek

The net interest Income in the penod arose from the interest
received on deposits

As there was no income generated in the Group, the tax charge for
the penod was nil and an additional deferred tax asset was created

i the form of losses to cany forward in both the UK and Azerbayan
The deferred tax assets are not recogmsed 1n the balance sheet

Exploration and evaluation expenditures of $2,035,970
(2006 $6,017,138) were incurred and caprtalised in the year

Following the results of the Gedabek scoping study, a deasien
was made to sell the CIL plant and use the proceeds to develop
a heap leach faality at Gedabek. The plant was sold in September,
after the cost of disposal, for $7,004,585

The Group retained cash balances of $6,810,902
(2006 $16,354,102) at the yearend

The Board reviews and agrees polkies for managing financial nsks

Commodity price nisk

The Group has not yet commenced commercial mining and
does not hold any finanaal instruments to hedge the commodity
pnce nsk on its expected future producton The Board will review
this exposure prior to any mines becoming operational

Foreign currency risk

The Group reports in US dollars and a large proportion of its
business 1s conducted in US dollars 1t also conducts business
in Australian dollars, Azerbayan manats and UK sterling

Liquidityfinterest rate risk

Shortly after the IPO the only debt 1n the Group was repaid
and there is no debt as at 31 December 2007 Board approval
ts required for all new borrowing faciities The Group has not
used any interest rate swaps or other instruments to manage

Its interest rate profile during 2007

At the year end the Group had cash on short-term deposit
Shont-term deposits dunng the penod included overrught,
one week and monthly up to 12 months

In January 2008 the Group obtaned a credit facihity with

the IBA of $5 million repayable after three years, expiring

on 14 January 2011, with an interest rate of up to 15%
Repayments in equal monthly instaiments are due from
February 2010 In Apnl 2008 the IBA also agreed to addiuonal
funding to the Group by way of a further credit facility of
$20 million at an all inclusive annual interest rate of 15%
The loan agreement 1s for four years from 15 February 2008
with a two year grace penod to repay the mories loaned In 2010
$8 million 1s scheduled to be repaid in quarterly instalments and
In 2011 $5 milhion and $7 mullion are repayable in March and
June respectively There 1s no penalty for early repayment

Market nsk

Exposure to interest rate fluctuations s minimal as the Group
currently has no delot Interest rates on UK sterling and US dollar
deposits are relatively stable and the impact of a fluctuation
in the interest rate on mterest eamed on the Group's short-term
deposits 15 [tkely to be munimal The Group wall be exposed to
fluctuations in commodity pnces once production commences

Operational nsk

There 1s exposure to delay in the construction programme
and the resulung timing of production and sale of minerals
The Group will monitor progress on a regular basis

Richard Round
FINANCE DIRECTOR
25 June 2008




BOARD OF DIRECTORS

Mr Khosrow Zamam

NON-EXECUTIVE CHAIRMAN, AGE 65

Appointed 1 June 2007

Khosrow Zamani was director of the Southern Europe and
Central Asia Department of the International Finance Corporation
(IFQ), the private sector lending arm of the World Bank, from
March 2000 to July 2005 Thus department was respansible
for the IFCinvestment programme I1n 15 countnes across the
region n luly 2005, Khosrow was appointed as Senior Adviser
to the Vice President of Operations Whilst a director at IFC,
Khosrow was instrumental in building the IFC investment
programme in the region with several new iniatives, particularly
in Central Asia and Caucasia He aversaw the IFC portfolio

of more than $2 billion, diversified across the financial,

oil and gas, mining and manufactunng sectors

Mr Reza Vazin

PRESIDENT, AGE 55

Reza Vazin served at the Ministry of the Impenal Court of the
Shah of Iran before moving to the US Mr Vazin was the initial
founder of the US Azerbayan Chamber of Commerce {"USACC")
and has been appointed chairman for Ife In fus role with USACC,
he has arranged and participated in a number of economic
delegations to Azerbatan and played a key role in bnnging

US investment to the country

Mr Gordon Lewts

CHIEF EXECUTIVE, AGE 59

Over the course of his career, Gordon has worked as a senior
mining executive on a significant number of projects across
a range of emerging markets He previously managed Avocet
Mining PLC's Indonesian operations, including taking the North
Lanut gold mine from in-fill dnlling through to production and
overseeing the start-up of Malaysia’s largest gold mine He has
also run vanous mining operatigns for RTZ and, more recently,
was chief operating officer of Alexander Mining PLC Gordon 1s
a member of the Australian Institute of Mining and Metallurgy
and holds a First Jass Mine Manager's Certificate, South Austraba

Mr Richard Round FCCA

FINANCE DIRECTOR, AGE 50

Richard Round 1s a fellow of the Chartered Association of Certified
Accountants He began his career with British Coal in 1977
In 1987 Richard joined Ferrum Holdings ple, becoming group
finance director in 1993 In 1995 Richard became finance
director of Consolidated Supply Management Limited,

an international oilfield logistics group operating primanly
n Latin America and the Former Saviet Umon, including
Azerbarjan and Kazakhstan In 2001, Richard became financial
director for the Mining (Scotland) Group, the largest opencast
coal mining company in the UK, before joiing Anglo Asian
as finance director in September 2005 Richard has also been
finance director for Cambnan Mining PLC and 15 now chief
financial officer of Lubel Coal Company Limited

Pr Ross Bhappu

NON-EXECUTIVE DIRECTOR, AGE 48

Dr Bhappu Is a partner with Resource Capital Funds with
extensive expenience in the mining industry working for hoth
senior and junior mining companies  Prior to Jjoining Resource
Capital Funds in early 2001, he served as chief executive officer
of GTN Copper Corporatien, duectar of business development
for Newmont Mining Corporation and held vanious technical
and commeraal roles with Cyprus Minerals Company Ross holds
a Ph © 1n Mineral Economics from the Colorado School of Mines
and BS and M S degrees in Metallurgical Engineenng from the
University of Arnizona

The Rt Hon Tim Eggar

NON-EXECUTIVE DIRECTCR, AGE 56

Tim Eggar began his career with Hambros Bank. In 1979, he was
elected as a member of the UK Parliament and between 1985
and 1996 held a number of ministenal positions, including
minuster for energy He has had a number of semior board
pasitions incfuding chairman of AGIP UK Ltd, MW Kellogg Ltd,
and chief executive of Monument Ol & Gas ple From 2000 to
2004, he was head of ABN AMRQ’s Global Energy Corporate
Finance Group He is currently chairman of Indago Petroleum PLC
and Nitol Solar Ltd and a non-executive director of Rock Well
Petreleum Inc He was the founding chairman of the
Anglo-Azen Society

Governor John H Sununu

NON-EXECUTIVE DIRECTOR, AGE 68

Governor Sununu received aPh D from Massachusetts
Institute of Technology and taught engineenng at Tufts
University for 16 years, He served three terms as the governor
of New Hampshire before President George H W Bush
appointed him chief of staff in 1989, a position that he
held until March 1992 After his tenure as chief of staff, he
co-hested CNN's Crossfire, ran an engineering firm, and then
in 2004 served as the visiting Roy M and Barbara Goodman
Family Professor of Practice iIn Public Serwice at the Kennedy
School of Government at Harvard University Governor Sununu
1s a former partner in Tnnity International Partners, a pnvate
financial firm, and currently serves as President

of JHS Associates Ltd
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DIRECTORS' REPORT

The Directors submit their report and the financial statements of Anglo Asian Mining PLC for the year ended 31 December 2007

Pnincipal activities
The pnncipal actmity of the Group 1s the exploratton and development of gold and copper projects in Azerbaijan

Review of developments and future prospects
The Group's finanaial performance for the year was in line with Directors’ expectations The Group loss after taxation for the year
ended 31 Decernber 2007 amounted to $14,683,306 (2006 $4,428,073)

In future when the mine 15 operational, relevant Key Performance Indicators will be given for the business

The record of the business dunng the year and an indication of likely further developments may be found in the Chairman'’s statement,
{page 2) the Chief Executive’s review (page 4) and the finance review {page 8)

Business review
The financing nsks are discussed on page 3 of the Chairman’s statement Other nisks are discussed in the finance review on page 8

Share capital
Detatls of the movernents in share capital during the period are set out in note 23 to the consolidated financial statements

Statement of directors’ responsibilities

The Directors are responsible for prepanng the annual report and the financial statements The Directors are required to prepare
financial statements for the Group in accordance with {FRS as adopted by the EU Company law requires the Directors to prepare
such financial statements in accardance with IFRS, the Companies Act 1385 and Article 4 of the 1AS Regulation

1AS 1 requires that financial statements present fairly for each financial year the Company’s financial position, finanaal performance
and cash flows This requires that faithful representation of the effects of transactions, other events and conditions 1n accordance
with the definitions and recognition critena for assets, iabilities, iIncome and expenses set out i the IAS Board's "Framewaork for
the Preparation and presentation of Financial Statements” In wirtually all arcumstances, a fair presentation will be achieved by
comphance with all applicable IFRS Directors are also required to

* properly select and apply accounting policies,

« present information, including accounting pokicies, in a manner that prowdes relevant, reliable, comparable and understandable
information, and

* prowide additional disclosures when compliance with the specific requirements in IFRS 1s insufficient to enable users
to understand the impact of particular transactions, other events and conditions on the entity’s financial position
and financaal performance

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the
financial position of the Company, for safeguarding the assets, for taking reasonable steps for the prevention and detection
of fraud and other trregularities and for the preparation of a directors’ report which complies with the requirements of the
Companies Act 1985

The Directors have elected to prepare the parent company financial statements in accordance with United Kingdem Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law} The parent company financial
statements are required by law to give a true and fair view of the state of affairs of the Company In prepanng these financial
statements, the Directors are required to

* select suitable accounting policies and then apply them consistently,
* make judgements and estimates that are reasonable and prudent,

« state whether applicable UK Accounting Standards have been followed, subject to any matenal departures disclosed
and explained in the financial statements, and

¢ prepare the financial statements on the going concern basis unless it 1s 1happropnate to presurne that the Company
will continue in business

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time
the financial position of the Company and enable them to ensure that the parent company financial statements comply with
the Companies Act 1985 They are also responsible for safeguarding the assets of the Company, for taking reasonable steps
for the prevention and detection of fraud and other irregulanties and for the preparation of the directors’ report which complies
with the requirements of the Companies Act 1985

The Directors are responsible for the maintenance and integnty of the corporate and financial infermation included on the
Company’s website Legislation in the United Kingdom governing the preparation and dissemination of finanaal statements
may differ from legislation tn other jurnisdictions

Directors
The current Directors and their biographies are set out on page 9




Directors’ interests
The Directors in office during the year and their interests in ordinary shares of the Company at 31 December 2007 and
31 December 2006 were

31 December 31 December

2007 2006

number of number of

Directors shares shares
Khosrow Zamani {(appointed 1 June 2007) 20,000 —
Graham Mascall (resigned 17 July 2007) - —
Reza Vazin 29,111,208 28,771,200
Gordon Lews —_ —_
Richard Round —_ —
Ross Bhappu —_ —
Tim Eggar 45,564 19,500
John Sununu 9,631,400 9,595,400

A total of 450,080 shares were 1ssued during the year to the Directors and Resource Capital Fund Il L P in lieu of salaries and fees,
bringing the total number of ordinary shares with voting rights to 99,621,880 at 31 December 2007

The interests of the Directors, financial advisers and staff in options to subscnbe for ordinary shares of the Company were

Exercise latest As at Granted Lapsed In As at
price BXEFCISe 1 January during in the 31 December
(p) date 2007 the year year 2007

Directors
Khosrow Zamani 16 5 1 June 2017 — 100,000 —_ 100,000
120 27 July 2017 — 500,000 — 500,000
Graham Mascall 395 13 March 2016 1,487,577 — (1,487,577} —_
550 13 March 2016 495,858 —  {495,858) —
Gordon Lewis 425 1 July 2016 1,487,577 — 1,487,577
120 27 ily 2017 — 1,400,000 — 1,400,000
Richard Round 770 26 July 2015 432,900 — — 432,900
425 12 Apnl 2016 495,859 —_ _— 495,859
120 27 July 2017 —_ 600,000 — 600,000
Ross Bhappu 425 12 Apnl 2016 123,965 — — 123,965
Tim Eggar 770 26 July 2015 743,788 — — 743,788

Others

*770 26 July 2008 991,718 — — 991,718
770 16 October 2007 330,573 —  (330,573) —_
*770 26 July 2008 991,718 —_ — 991,718
970 11 August 215 247,925 —_ — 247,925
425 12 Aprl 2016 59,503 — — 59,503

7,888,961 2,600,000 (2,314,008) 8,174,953

All options can be exercised at vanous dates ranging from 26 January 2006 to 31 May 2010 other than those marked * which
can be exerased from date of grant

Directors indemnities
The Company has made qualifying third party indemmity provision for the benefit of its Directors which were made dunng the year
and remain in force at the date of this report

Going concern

After making enquines, the Directors have formed a judgement, at the time of approving the finanaial statements, that there 15

a reasonable expectation that the Group has adequate resources to continue in operational existence for the foreseeable future
These resources include the anticipated revenues from the projected gold, silver and copper production at Gedabek, existing cash
balances, exsting debt facilities and the Group's ability to raise further funds through erther debt or equity, should production
from the mine be delayed or if costs of the development increase Although there 1s material uncertainty in this respect the Board
is expecung that Gedabek will be in production before the end of 2008 For this reason the Directors continue to adopt the going
concern basis i prepanng the financial statements Refer to note 1 to the consolidated financial statements for further detail

Chantable and political contnibutions
There were ne chantable or political contnibutions made during the year
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DIRECTORS' REPORT CONTINUED

Substantal shareholdings
The Company has been informed that on 19 lune 2008 the following shareholders held substantial holdings in the issued ordinary
shares of the Company the number of shares in 1ssue at this date was 100,145,229

Number of

ordinary Holding
Shareholders Shares %
Reza Vazin 29,506,566 295
John Sununu 9,673,261 97
Khagani Bashirov 9,209,445 92
Resource Capital Fund [IIL P 6,260,575 63
Limehght Industnal Developments Limited 4,038,600 40
Colby Mining Limited 3,279,200 33
Charles Hancock 3,216,600 32

Payment policy
It1s the Group’s policy to pay suppliers in accordance with agreed terms, provided the suppler has also comphed with agreed
terms and conditions The average creditor days s 30

Auditors
Each of the persons who 15 a Director at the date of approval of this annual report confirms that
* so far as the Director 1s aware there Is no relevant audit information of which the Company's auditors are unaware, and

= the Director has taken all the steps that he ought to have taken as a Director in order to make himself aware of any relevant
audit information and to establish that the Company’s auditors are aware of that information

This information 1s given and should be interpreted in accordance with the provisions of Section 234zA of the Comparies Act 1985
Annual general meeting

The Company will hold its next Annual General Meeting on 23 July 2008 at which this report and financial statements will be presented
Notification of the meeting has been sent along with this report

By grdex of the Board

anette Davies
COMPANY SECRETARY
25 June 2008




CORPORATE GOVERNANCE

introduction

Although the rules of AIM do not require the Company to comply with the Combined Code on Corporate Governance
(*the Code"), the Company fully supports the pnnciples set out in the Code and will attempt to comply wherever possible,
gven both the size and resources available to the Company Details are provided below of how the Company apples the Code

The board
The Board of Directors currently compnises three Executive Directors and four Non-executive Directors, one of whom is the Chairman
The roles of Chairman and Chief Executive are sphit in line with recommended policy

The Board meets regularly throughout the year and recewves a Board pack comprising indmidual reports from each of the Executive
Directors together with any other matenal deemed necessary for the Board to discharge its duties The Board also conducts
telephone Board meetings as issues which require Board attention anse It 1s the Board's responsibiiity to formulate, review and
approve the Group's strategy, budgets and major tems of expenditure The Board sets the Group's objectves and poliaes and
monitors their implementation by the executive team

The Board considers two of the Non-executive Directors other than the Chairman to be independent and Tim Eggar to be the
Semior Independent Non-executive Director

Audit committee

The Audit Committee comprises Tim Eggar and John Sununu and s scheduled to meet at least twice a year The axternal auditors
attend the meetings and the Chief Executive and Finance Director attend by inwitation [t 1s the Audit Committee's role to provide
formal and transparent arrangements for considenng how to apply the financial reporting and internal control requirements
of the Code, whilst maintaining an appropriate relationship with the independent auditors of the Group

Remuneration committee

The Remuneration Committee currently compnises Khosrow Zamany, Tim Eggar and John Sununu and meets as required It Is the
Remuneration Committee's role to establish a formal and transparent policy on executive remuneration and to set remuneration
packages for individual Directors

Normination commuttee

The Nomination Commuttee currently compnses Khosrow Zamany, Tim Eggar, John Sununu and Gordon Lewss It 1s the role of the
Nomunation Committee to review and consider the Board structure and composition and it meets as required to consider and make
recommendations on the appointment of Directors to the Board

Sharcholder relations

The Company meets with its institutional shareholders and analysts as appropnate and encourages communication with
prvate shareholders via the Annual General Meeting ("AGM") In addition, the Company uses the annual report and accounts,
tntenm statement and web site {(www aamining com) to provide further information to shareholders

Internal contral and risk management

The Board 15 responsible for the system of internal control and for reviewng its effectiveness Such systerns are designed 1o manage
rather than eliminate risks and can provide only reasonable and not absolute assurance against material misstatemment or loss
For each year, on behalf of the Board, the Audit Commuttee reviews the effectiveness of these systems This 15 achueved pnimarily

by considering the nsks potentially affecting the Group and discussions with the external auditors

The Group does not currently have an internal audit function due to the small size of the administrative function

A comprehensive budgeting process 1s completed once a year and is reviewed by the Board and where appropnate revised
forecasts are prepared and also reviewed by the Board The Group's results, as compared against budget, are reported
to the Board on a monthly basis and discussed in detail at each meeting of the Board

The Group maintains appropniate insurance cover In respect of legal actions against the Directors as well as against matenal loss
or claims against the Group and the Board reviews the adeguacy of the cover regularly
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INDEPENDENT AUDITORS® REPORT
TO THE MEMBERS OF ANGLO ASIAN MINING PLC

We have audited the Group finanoal statements of Anglo Asian Mining PLC for the year ended 33 December 2007 which compnse
the consohidated income statement, the consolidated statement of recognised income and expense, the consolidated balance
sheet, the consolidated cash flow statement, and the related notes 1 to 29 These Group finanaal statements have been
prepared under the accounting policies set out therein

We have reported separately on the parent company financial statements of Anglo Asian Mining PLC for the year ended
31 Decemnber 2007 That report 1s modified by the incluston of an emphasis of matter

This report 1s made solely to the Company's members, as a body, i accordance with Section 235 of the Companies Act 1985
Our audit work has been undertaken so that we might state to the Company’s members those matters we are required to state
to them 1n an auditors’ report and for no other purpose To the fullest extent permitted by law, we do not accept or assume
responstbiity to anyone ather than the Company and the Company's members as a body, for our audit work, for this report,
or for the optmions we have farmed

Respective responsibilities of directors and auditors

The Directors’ tesponsibilities for prepanng the annual report and the Group financial statements in accordance with applicable
law and Internatienal Financial Reporting Standards {"IFRS"} as adopted by the European Urion are set out in the statement

of directors’ responsibilities

Our responsibibity 15 to audit the Group finanoial staterments in accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the Group finanaial statements give a true and fair view, whether the Group financial
statements have been properly prepared tn accordance with the Companies Act 1985 We also report to you whether in our opinion
the information given in the directors’ report 1s consistent with the Group financial statements The information given 1n the

directors’ report includes that speafic information presented in the business review that 1s cross referred from the Pnncipal Actmity

and business review section of the directors’ report

In addition we report to you if, 1n our opinion, we have nat received all the mformation and explanations we require for our audit,
orif information specified by law regarding director’s remuneration and other transactions 1s not disclosed

We are not required 1o consider whether the Board's statements on intemal control cover all nsks and controls, of form an opimon
on the effectiveness of the Group's corporate governance procedures or its nsk and control procedures

We read the other information contained in the annual report as descnbed in the contents section and consider whether 1t 1s consistent
with the audited Group financial statements We consider the implications for our report 1f we become aware of any apparent
misstatements or matenal inconsistencies with the Group finanoal statements Our responsibilities do not extend to any further
information outside the annual report

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and lreland) issued by the Auditing Practices
Board An audit includes examination, on a test basis, of evidence relevant te the amounts and disclosures in the Group financial
statements It also includes an assessment of the significant estimates and judgements made by the Directors in the preparation
of the Group financial statements, and of whether the accounting policies are appropriate to the Group's circumstances,
consistently apphed and adequately disclosed

We planned and performed our audit so as to obtain alt the information and explanations which we considered necessary

in order to provide us with sufficient evidence to give reasonable assurance that the Group financial statements are free from
matenal misstatement, whether caused by fraud or other irregularity or error In ferming our opinion we also evaluated the overall
adequacy of the presentation of information in the Group financial statements

Optnion
in our opinion

» the Group financial statements give a true and fair view, in accordance with IFRS as adopted by the European Union,
of the state of the Group's affairs as at 31 December 2007 and of its loss for the year then ended,

= the Group financial statements have been properly prepared in accordance with the Companies Act 1985 and Arucle 4
of the JAS Regulation, and

* theinformation given in the directors’ report 1s consistent wath the Group financial statements

Emphasis of matter - going concern

Without qualifymng our opinion we draw attention to the disclosures made in note 1 of the finanaal statements concerning the
Group’s abulity to continue as a going concern which would depend upon the Gedabek Development being completed to budget,
production starting before the end of 2008 and revenues meeting expectations, or alteratively, on obtaining additional finanang
These considerations, together with the other matters set out i note 1, indicate the exstence of a matenal uncertainty which
may cast significant doubt about the Group’s ability to continue as a going concern The finanaal statements do not include
the adjustments that would result if the Group was unable to continue as a going concern as It is not practicable to determine

or quantify them

DAt ie s Tonobee wd

Deloitte & Touche LLP

CHARTERED ACCOUNTANTS AND REGISTERED AUDITORS
London

25 June 2008




CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2007

Year Year
ended ended
31 Decernber 31 December
2007 2006
Notes uss uss
Administrative expenses {4,935,566) (4,824,096)
Whnte-down of capitalised intangible assets {6,692,218) (185,103)
Write-down of assets held for sale (3,273,887) —_
Operating loss 5 (14,901,671) (5,009,199)
Finance tncome 10 218,365 581,152
Finance costs N — (26)
Loss before tax (14,683,306) (4,428,073)
Income tax expense 12 — —
Loss for the year (14,683,306) (4,428,073)
Loss per share
Basic {cents per share) 13 {14 80) {4 47}
Diluted {cents per share) 13 {14.80} {4 47)
The Group's loss relates to continuing operations in both years
CONSOLIDATED STATEMENT OF RECOGNISED INCOME AND EXPENSE
FOR THE YEAR ENDED 31 DECEMBER 2007
Year Year
ended ended
31 December 31 Decernber
2007 2006
uss uss
Exchange differences on translation of foreign operations —_ (175,616}
Net expense recognised directly in equity - (175,616}
Loss for the year (14,683,306) (4,428,073}
Total recognised income and expense for the year (14,683,306) (4,603,689)
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CONSOLIDATED BALANCE SHEET
AS AT 31 DECEMBER 2007

2007 2006
Notes uss Uss
Non-current assets
Intangible assets 14 49,727,700 54,383,948
Property, plant and equipment 15 1,242,048 1,029,750
50,969,748 55,413,698
Current assets
Trade and other receivables 17 444,514 170,607
Cash and cash equivalents t8 6,810,902 6,354,102
7,255,416 6,524,709
Assets classified as held for sale 9 — 10,273,887
Total assets 58,225,164 72,212,294
Current hiabilities
Trade and other payables 19 (1,332,491) (1,240,453}
Total habilitres (1.332,491) {1,240,453)
Net current assets 5,922,925 15,558,143
Net assets 56,892,673 70,971,841
Equity
Share caprtal 22 1,792,015 1,782,605
Share premiem account 23 30,387,514 30,279,301
Share-based payment reserve 23 1,852,752 1,366,237
Merger reserve 23 46,206,390 46,206,390
Accumulated loss 23 (23,345,998) (8,662,692)
Total equity 56,592,673 70,971,841

The financial statements were appraved by the Board of Directors and authorsed for ssue on 25 June 2008 They were signed

on its behalf by

Gordon Lewns %
CHIEF EXECUTIVE




CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2007

Year Year
ended ended
31 December 31 Decernber
2007 2006
Notes uss uss
Net cash used in operating activities 24 (4.308,710) {2,906,521)
Investing activities
Interest receved 218,365 581,152
Purchase of property, plant and equipment (421,470) (6,649,068}
Expenditure on intangible assets {2,035,970) (6,017,138}
Net proceeds from sale of property, plant and equipment 7,004,585 -
Net cash from/{used) in investing activitios 4,765,510 {12,085,054)
Financing activities
Interest paid — (26)
Net cash used in financing activities - (26)
Net increase/{decrease) in cash and cash equivalents 456,800 {14,991,601)
Cash and cash equivalents at beginning of year 6,354,102 21,345,703
Cash and cash equivalents at end of year 6,810,902 6,354,102
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

1 Going concern

The Directors’ assumption over the capital costs and timing of production from the Gedabek development are crucial to the Group
meeting its forecast cash flows for the year to 30 June 2009 Should the costs of the development increase, preduction be delayed
or the revenues fall short of expectations there may be insufficient cash flow for the Group to manage 1ts day to day operations
without seeking and relying on further financing, which may or may not be available Therefore a matenal uncertainty exsts which
may cast significant doubt on the entity’s ability to continue as a gotng concern and that it may be unable to realise its assets and

discharge 1ts lrabilities in the normal course of business

After making enquines, the Directors have formed a judgement, which assumes at the time of approving the financial statements,
that there i1s a reasonable expectation that the Group can access adequate resources to continue in operation and remain in
existence for the foreseeable future The current forecasts demanstrate that the existing cash resources and avaifable debt provide
sufficent funds to complete the construction of the mine at Gedabek The Board 15 aware of the current inflationary pressures in
the mining inclustry and the nisk of delays to the development If there are either cost gverruns or defays which result in a funding
shortfall then the Board will have to take steps to ensure that there 1s adequate funding i the penod to 30 June 2008 The major
shareholders on the Board have confirmed that they would be willing to previde additional funding in such an event The Directors
also consider that further working capital facilities could be negotiated wath the IBA The Company 1s seeking the approval of the
shareholders, at the AGM on 23 July 2008 to increase the borrowing capacity under the Articles of Association to four times the
Adjusted Capital and Reserves and also to increase the ability to allot for cash up to 10% of the current share capital Approval of
these Special Resolutions will be necessary to facilitate the ability to raise addtional funds The Board Is expecting that Gedabek
will be in production before the end of 2008 In addition, the Directors consider that there are vanous costs n relation to the
mining activities which could be deferred without an adverse impact on the operations

For these reasons the Directors continue to adopt the going concern bass of preparning the financal statements

2 General information

Anglo Asian Mimng PLC 15 a public hmited Company incorperated in the Great Britain under the Companies Act 1985
The Company’s ordinary shares are traded on the Alternative Investment Market of the London Stock Exchange The nature
of the Group's operations and its prnapal activitres are set out in the directors’ report on pages 10to 12

These finanaal statements are presented in US dollars Foreign operations are ncluded in accordance wath the policies set aut in note 2

3 Significant accounting policies

BASIS OF PREPARATION

For all penieds up to and including the year ended 31 December 2006, the Group prepared its financial statements in accordance
with United Kingdom Generally Accepted Accounting Practice ("UK GAAP”) These financial statements, for the year ended

31 December 2007, are the first that the Group has prepared in accerdance with IFRS as adopted by the European Union (“EU™)

The finanaal statements have also been prepared in accordance with International Financial Reporting Interpretations Commuttee
(*IFRIC"} interpretations and with those parts of the Comparnies Act 1985 applicable to companies reporting under IFRS

As a result of the converston from UK GAAP to IFRS, no adjustments have been required to be made to the comparatives for the
year ended 31 December 2006, nor the balance sheet at the transition date of 1 January 2006 Although certain presentational
changes have been made in order to present the comparatives In accordance with the requirements of IFRS there is no requirement
to present the detaled disclosures set out in IFRS 1 First-time adoption of IFRS The Group has utilised the exemptions that are
available under IFRS 1 in relation to currency translations where by cumulative translation differences are deemed to be zero

at the date of transition to IFRS

The financial statements have been prepared under the histoncal cost convention The principal accounting pohoes adopted
are set out below

NEW STANDARDS AND INTERPRETATIONS NOT APPLIED
At the date of authonsation of these financial statements, the following Standards and Interpretations which have not been
applied in these financial statements were in 1ssue but not yet effective

IFRS 2 Amendment to IFRS 2 — Vesting Conditions and Cancellations

IFRIC 11 (IFRS 2) Group and Treasury Share Transactions

IFRS 3 Business Combinations {rewised January 2008)

IFRS 8 Operating Segments

1AS 1 Presentation of Financial Statements (revised September 2007}

1AS 23 Borrowing Costs (rewised March 2007)

1AS 27 Consolidated and Separate Financial Statements {revised January 2008)
IFRIC12 Service Concession Arrangements

IFRIC 13 Customer Loyalty Programmes

IFRIC 14 145 19 The hmit on a Defined Benefit Asset, Minimum Funding Requirements, and their Interaction

The Directors anticipate that the adoption of these Standards and Interpretations in future penods will have no matenal impact
on the financial statements of the Group




3 Significant accounting peolicies continued

BASIS CF CONSOLIDATION

The consohdated financial statements incorporate the finanaal statements of the Company and entities controlled by the Company
(its subsidianes) made up to 31 December each year Control 1s achieved where the Company has the power to govern the financiat
and operating policies of an investee entity so as to obtain benefits from its activities

All intra-group transactions, balances, income and expenses are eliminated on conselidation

LEASING
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the nsks and rewards of ownership
to the lessee All other leases are classified as operating leases

Rentals payable under operating leases are charged to income on a straight-line basis over the term of the relevant lease

FOREIGN CURRENCIES

The individual financial statements of each Group company are maintained In the currency of the pnmary economic environment
in which it operates {its functional currency} For the purpose of the consolidated financial statements, the results and financial
position of each Group company are expressed in US dollars, the functional currency of the Company and the presentation
currency for the consolidated financial statements

In prepanng the financral statements of the indmdual companies, transactions in currencies other than the entity’s funcuional

currency (foreign currencies) are recorded at the rates of exchange prevatling on the dates of the transactons At each balance
sheet date, monetary assets and fabilities that are dencminated in foreign currencies are retranslated at the rates prevailing on the
balance sheet date Non-monetary items that are measured in terms of histoncal cost in a foreign currency are not retranslated

Exchange differences ansing on the settlement of monetary items, and on the retranslation of monetary items, are included
in the income statement for the period

FOREIGN CURRENCIES CONTINUED

For the purpose of presenting consolidated financial statements, the assets and hiabilities of the Group's foreign operations

are translated at exchange rates prevailing on the balance sheet date Income and expense items are translated at the average
exchange rates for the peniod, unless exchange rates fluctuate significantly during that penod, in which case the exchange rates
at the date of transactions are used Exchange differences anising, if any, are classified as equity and transferred to the Group's
translation reserve Such translation differences are recognised as incame or as expenses in the penod in which the operation

1s disposed of

OPERATING LOSS
Operating loss 15 stated before finance income, finance costs and other gains and losses

TAXATION

Deferred tax 15 the tax expected to be payable or recoverable on differences between the carrying amounts of assets and habilities
i the financial statements and the corresponding tax bases used in the computation of taxable profit, and is accounted for using
the balance sheet lizbility method Deferred tax liabilities are generally recogrused for all taxable temporary differences and deferred
tax assets are recognised for all deductible temporary differences, carry forward of unused tax assets and unused tax losses to the
extent that it 1s probable that taxable profits will be available against which deductible temporary differences and the carry forward
of unused tax credits and unused tax losses can be utiised

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability 1s settled or the asset is
realised, based on tax rates (and tax laws) that have been enacted or substantwely enacted at the balance sheet date Deferred tax
15 charged or credited in the income statement, except when it relates to items charged or credited directly to equity, in which case
the deferred tax is also dealt with in equity

Deferred tax assets are not recognised n respect of timing differences relating to tax losses where there 1s insufficient evidence
that the asset will be recovered Unrecognised deferred tax assets are reassessed at each balance sheet date and are recognised
to the extent that it has become probable that future taxable profits will allow the deferred tax asset to be recovered

INTANGIBLE ASSETS

Exploration and evaluation assets

The costs of exploration properties and leases, which include the cost of acquinng prospective properties and exploration nghts and
costs incurred in exploration and evaluation activities, are capitalised as mtangible assets as part of exploration and evaluation assets

14 Buluny ueisy offiuy

Exploration and evaluation assets are carned forward during the exploration and evaluation stage and are assessed for impairment
in accordance with the tndicators of impairment as set out in IFRS 6 Exploration for and Evaluation of Mineral Resources

In aircumstances where a property 15 abandoned, the cumulative capitalised costs relating to the property are written off

in the penod No amorhisation s charged prior to the cammencement of production

L007 Sluno3e pue Jodal [enuuy

When commercial produchion commences, exploration, evaluation and development costs previously capitalised are amortsed
over the commercial reserves of the mining property on a unit of production basis

Mining nghts
Mining nghts are carned at cost to the Group and less any provisions for impairments which result from evaluations
and assessments of potential mineral recovenes

PROPERTY, PLANT AND EQUIPMENT
Buildings and plant and equipment are stated at cost less accumulated depreciation and any recognised impairment loss
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2007

3 Significant accounting policies continued

PROPERTY, PLANT AND EQUIPMENT CONTINUVED

Depreciation 1s provided on all depreciable property, plant and equipment at rates calculated to wrte-off the cost of each assat
over 1ts expected useful ife as follows

Leasehold improvements Qver the Ife of lease

Plant, equipment and motor vehicles 25% decreasing balance
Office and computer equipment 25% decreasing balance
Temporary buildings 25% decreasing balance

The cost of maintenance, repairs and replacement of minor items of property, plant and equipment are charged to the income
statement as incurred Renewals and asset improvements are capitaised

An item of property, plant and equipment is derecognised upon disposal or when no further economic benefits are expected
from sts use or disposal Upon sale or retirement of property, plant and equipment, the cost and related accumulated depreciation
are eliminated from the financial statements Any resulting gains or losses are included tn the inccme statement

IMPAIRMENT OF TANGIBLE AND INTANGIBLE ASSETS

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets to determine whether
there 15 any indicatton that those assets have suffered an impairment loss If any such indication exists, the recoverable amount
of the asset 1s estimated 1n order to determine the extent of the impairment loss (if any) Where the asset does not generate cash
flows that are independent from other assets, the Group estimates the recoverable amount of the cash-generating unit to which
the asset belongs

Recoverable amount 1s the higher of far value less costs to sell and value in use In assessing valuein use, the estmated future
cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the nsks speafic to the asset for which the estimates of future cash flows have not been adjusted

If the recoverable amount of an asset (or cash-generating urit) 15 estimated to be less than 1ts canyng amount, the carnang amount
of the asset {cash-generating unit) 1s reduced to its recoverable amount An impairment loss is recognised as an expense immediately

Where an impairment loss subsequently reverses, the carrying amount of the asset {cash-generating unit} 1s increased to the revised
estimate of Its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would
have been determined had no impairment loss been recogmised for the asset (cash-generating unity in prior years A reversal

of an impairment loss I1s recognised as income immediately

ASSETS CLASSIFIED AS HELD FOR SALE
Non-current assets classified as held for sale are measured at the lower of carrying amount and farr value less costs to sell
and are not depreciated

Non-current assets are dassified as held for sale if their carrying amount will be recovered through a sale transaction rather than
through continuing use This condition 1s regarded as met only when the sale 1s highly probable and the asset 1s available for
immediate sale in Its present conditilon Management must be committed to the sale and completion should be expected within
one year from the date of classification

FINANCIAL INSTRUMENTS
Finanoal assets and financial llabilities are recognised in the Group's balance sheet when the Group becormnes a party to the contractual
provisions of the instrument

Trade and other recewvables
Trade and other receivables are measured at imitial recognition at far value, and are subsequently camed at cost Appropnate allowances
for estimated trrecoverable amounts are recognised In the income statement when there 1s objective evidence that the asset 1s impaired

Cash and cash equivalents
Cash and cash equivalents comprise cash at banks and in hand and short-term deposits with an onginal matunity of three months
or less

For the purpose of the consolidated cash flow statement, cash and cash equivalents consist of cash and cash equivalents
as defined above

Trade and other payables
Trade payables are inihally measured at fair value, and are subsequently measured at amortised cost, using the effective interest
rate method




3 Sigruficant accounting policies continued

EMPLOYEE LEAVE BENEFITS

Liabalitres for wages and salanes, including nan-monetary benefits and accrued but unused annual leave are recognised in respect
of employees’ services up to the reporting date They are measured at the amounts expected to be paid when the liabilities
are settled

RETIREMENT BENEFIT COSTS
The Group does not operate a pension scheme for the benefit of its employees but instead makes contnbutions to thewr personat
pension policies The contnbutions due for the period are charged to the income statement

SHARE-BASED PAYMENTS
The Group has applied the requirements of [FRS 2 Share-based Payment {FRS 2 has been applied to all grants of equity instruments

The Group issues equity-settled share-based payments to certatn employees Equity-settled share-based payments are measured at
farr value (excluding the effect of non market-based vesting conditions) at the date of grant The fair value determined at the grant
date of the equity-settled share-based payments 15 expensed en a straight-line basis over the vesting penod, based on the Group's
estrmate of shares that will eventually vest and adjusted for the effect of non market-based vesting conditions

Fair value 1s measured by use of the Black-Scholes model The expected hife used 1n the model has been adjusted,
based on management’s best estimate, for the effects of non-transferability, exeraise restnctions and behawvioural considerations

CRITICAL JUDGEMENTS IN APPLYING THE GROUP’S ACCOUNTING POLICIES

in the pracess of applying the Group’s accounting policies, which are descnbed In note 3, management has made the following
judgements that have the most significant effect on the amounts recogrused in the financial statements (apart from those
mvolving estimations, which are dealt with below)

Impairment of tangible and intangible assets

The assessment of tangible and intangible assets for any indications of impairment 1nvolves judgement I an indication of
impairment exsts, a formal estimate of recoverable amount 15 performed and an impairment loss recognised to the extent that
carrying amount exceeds recoverable amount Recoverable amount is determined as the higher of fair value less costs to sell
and value in use

Deferred tax assets

The assessment of avarlability of future taxable profits involves judgement A deferred tax asset 15 recognised to the extent that

it 15 probable that taxable profits will be available against which deductible temparary differences and the carry forward of unused
tax credits and unused tax losses can be utilised

KEY SOURCES OF ESTIMATION UNCERTAINTY

The preparation of financial statements requires management to make estimates and assumptions that affect the amounts reported
for assets and labihities as at the balance sheet date and the amounts reported for revenues and expenses durnng the year
The nature of esimation means that actual outcomes could differ from those estimates The key sources of eshmation uncertainty
that have a significant sk of causing matenal adjustment to the carrying amounts of assets and Liabilities within the next financial
year are discussed below

Share-based payments

The estimation of share-based payment costs requires the selection of an appropnate valuation model and consideration as to the
inputs necessary for the valuation model chosen The Group has made estimates as to the volatility of its own shares, the probable
life of options granted and the ime of exerase of those options The model used by the Group 1s the Black-5choles pricing model

4 Segment information
The operations of the Group comprise one repartable segment with the prnimary and secondary segments wentical, being the
exploration and development of gold and copper projects in Azerbayan

Operations in Azerbayjan compnse of exploration and development projects for gold and copper at eight development properties
in three separate mining areas

The unallocated entnes in the segment note relate to actities in the United Kingdom which comprise of administratton and treasury
functions carrying out general expense processing, remuneratron of Directors and momitoring and placing of Group deposits
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

FOR THE YEAR ENDED 31 DECEMBER 20G7

4 Segment information continued

The following table presents losses and certatn asset and hability information regarding the Group's reportable segment for the

years ended 31 December 2007 and 2006

2007 2006
Azerbaijan Consolidated Azerbagan Consolidated
Year ended 31 December uss uss 3 Uss
Segment result {10,935,400) (10,935,400} 1,487,121} (1,487,121)
Unallocated expenses (3,966,271) {3.522,078)
Group operating loss (14,801,671) (5,009,199)
Net interest income 218,365 581,126
Loss before taxation (14,683,306) (4,428,073)
Tax expense — —
Loss for the year (14,683,306) {4,428,073)
Assets and habilrties
Segment assets 51,159,754 51,159,754 55,381,578 55,381,578
Unallocated assets 7,065,410 16,830,716
Total assets 58,225,164 72,212,254
Segment habdities 63,958 68,958 308,891 308,89
Unallocated hatilines 1,263,533 931,562
Total habilities 1,332,491 1,240,453
Other segment information
Capital expenditure
Praperty, plant and equipment 421,470 421,470 710,354 6,649,068
Intangible assets 2,035,970 2,035,970 6,017,138 6,017,138
Depreciation 205,340 209,172 142,563 148,615
Wnie-down of intangible assets 6,692,210 6,692,210 185,103 185,103
Share-based payment expense - 486,515 — 776,668
Write-down of assets held for sale - 3,273,887 — —_
Gain on disposal of non-current assets — 4,575 — —
S Operating loss
Year Year
ended ended
31 December 31 December
2007 2006
Notes Uss uss
Operating loss 1s stated after charging
Depreciation on property, plant and equipment - owned 15 209,172 148,615
Impairment of intangible assets 814 6,692,218 185,103
Share-based payment charge 25 486,515 776,668
The analysis of audrtors’ remuneration is as follows'
Fees payable to the Company's auditors for the audit
of the group's annual accounts 93,746 87.857
The audit of the Company’s subsidianes pursuant to legislation 4,000 3,500
Total audit fees 97,746 91,357
Tax services 13,700 29,458
Total non-audit services 13,700 29,458

The audit fees for the parent company were $19,856 (2006 $18,555)




6 Remuneration of Directors

Year ended 31 Decemnber 2007

Salary Banus Consultancy Fees Pension Benefits Total|
uss uss Uss uss uss uss uss
Ross Bhappu # — — - —_ - — —
Tim Eggar - — - 44,030 _ — 44,040
Gardon Lewas ® 389,072 97,915 - - 30,000 40,097 557,084
Graham Mascall © - - - 60,192 — - 60,192
Richard Round ® 113,572 40,036 - - 19,733 4,525 177,866
John Sununu — — — 36,072 —_ —_ 36,072
Khosrow Zamam — - -— 49,358 — —_ 49,358
Reza vazin —_ — 308,042 28,025 —_ — 336,067
Total 502,644 137,951 308,042 217,687 49,733 44,622 1,260,679
(a) Fees of $28 025 in relation to the services of Ross Bhappu as a Non-executive Director for the periad to 31 December 2007 are payable
to RCF Management LLC a Company related to but not controlled by Ross Bhappu
(b} There were two Directors in a defined contnbution scheme dunng the period (2006 three)
(¢} The fees payable to Graham Mascall have now terminated
(d) Dwectors fess amounting to $191,503 mcluded above were paid in shares
‘Year ended 31 Decernber 2006
Salary Borws  Consultancy Fees Pension Benefits Total
Us3 us$ Us$ st usy uss Uss
Ross Bhappu @ — — — — — —_ —
Tim Eggar —_ — - 44,160 — — 44160
Charles Hancock ® 121,440 — — — 11,040 —_ 132,480
Rabert Jeffeack — — 27,145 17,732 —_ — 44,877
Gordon Lewis © 163,261 —_ — — 13,800 10,106 187,167
Graham Mascall - —_ - 94,167 — — 94,167
Richard Round ® 234,217 27,600 — — 23,422 2,581 287,820
John Sununu — - — 35,573 -_ _ 35,573
Reza Vazin — — 287,268 26,987 — — 314,255
Total 518,918 27,600 314,413 218,619 48,262 12,687 1,140,499

(a} Fees of $26,987 in relation to the services of Ross Bhappu as a Non-executive Director for the penod 10 31 December 2006 are payable
to RCF Management LLC a Company related to but not controlled by Ross Bhappu

(b} There were three Directors tn a defined contribution scheme dunng the period (2005 two)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2007

7 Staff numbers and costs
The average number of persons employed by the Group (including Directors) during the year, analysed by category, was as follows

Year Year

ended ended

31 December 31 December

2007 2006

number number

Management and administration 31 41
Processtng and exploration 82 139
QOther — 24
Total 113 204

The aggregate payroll costs of these persons were as follows

Year Year

ended ended

31 December 31 Decernber

2007 2006

uss uss

Wages and salaries 3,377,343 3,513,266
Social secunty costs 243,695 420,000
Pension costs 49,733 48,262
3,670,771 3,981,528
Less salary costs capialised as exploration and evaluation expenditure (799,318) (1,208,539)
Total employee costs 2,871,453 2,772,989

8 Other expenses
Dunng the year there have been impairment charges taken against capitalised intangible expenditure Analysis of these expenses
15 provided below

Year Year
ended ended
31 December 31 Decermnber
2007 2006
Us$ us$
Wnite-down of caprtalised exploration and evaluation expenditure 1,692,218 185,163
Write-down of mining nghts 5,000,000 —
6,692,218 185,103

9 Assets classified as held for sale
Year Year
ended ended
31 December 31 Decernber
2007 2006
uss UsSs
Cost as at 1 January 10,273,887 —
Additrens — 10,273,887
Disposal (10,273,887) —
As at 31 December — 10,273,887

Impaiment

As at 1 January — —
Impairment 3,273,887 —
Disposal 3,273,887 —
As at 31 December _ —

Carrying amount
As at 31 Decernber —_ 10,273,887

In its 2007 intenm results, the Group anncunced a wnte-down of the CiL plant of $3,273,887 as discussions with interested
parties showed that the full carrying value of the plant was unlikely to be recovered through a sale

On 15 October 2007 the Group entered into an agreement with Celtic Resources Holdings PLC, a gold producer, to dispose
of its CIL plant for a gross consideration of $7,500,000 (less expenses) previously being classiied under assets held for sale
The CIL plant constitutes a processing plant, including crushing equipment, three grinding mills and ¢arbon in leach gold
treatment equipment




10 Finance income

Year Year
ended ended
31 December 31 December
2007 2006
uss uss
Interest recevable from short-term bank deposits 218,365 581,152
11 Finance costs
Year Year
ended ended
31 December 31 December
2007 2006
uss Uss
Bank interest — 26
12 Taxation
Year Year
ended ended
31 December 31 December
2007 2006
uss Uss
UK Corporation tax
— Current year — _
= Prior year - —
Foreign tax
= Current year - —_
— Prior year — —
Total current income tax — —
Deferred tax (note 21) —_ —

Corporation tax 15 calculated at 30% (2006 30%) of the estimated assessable profit for the year Taxation for other junsdictions
i1s calculated at the rates prevailing in the respective junsdictions The Group tax charge for the year can be reconciled to the loss

per the income statement as follows

Year Year

ended ended

31 December 31 December

2007 2006

Uss Uss
Loss before tax (14,683,306) (4,428,073}
Tax at the UK corporation tax rate of 30% (2006 30%) 4,404,991 1,328,422
Expenses not deductible for tax purposes {2,804,154) (462}
Pnor year adjustment — 335,237
Unrecogrused tax fosses {1,685,700) {1,806,185)
Other 84,863 142,988

FACTORS THAT MAY AFFECT FUTURE CURRENT AND TOTAL TAX CHARGES

The unrecognised deferred tax asset (note 21) may affect the future current and total tax charges «f the recoverability of the

deferred tax assets is considered likely in future penods

13 Loss per share

The statutory loss per share of 14 80 cents (2006 4 47 cents) has been based on a weighted average number of shares in issue

of 99,224,823 (2006 99,171,800) and a loss of $14,683,306 (2006 $4,428,073)

Basic and dilutive EPS are the same because the only outstanding share options are anti-dilutive as the Group has made a loss
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2007

14 Intangible assets

EVALUATION AND EXPLORATION EXPENDITURE

Misda
Piyazbashi  Shakardara Agyu?t’ Shalala Diakhchay Gedabek Gosha Total
Uss$ uss uss uss uss Uss uss$ uss
Cost
As at 1 January 2006 1,098,474 41,658 41,658 — — 270,255 174,606 1,626,651
Additions 1.012,812 143,445 539,274 58,663 39,264 4,039,859 183,821 6,017,138
Provision for iImpairment — {185,103} — — — — — {185,103}
As at 31 Decernber 2006 2,111,286 —_— 580,932 58,663 39,264 4,310,114 358,427 7,458,686
Additions —_ —_ — —_ — 1,840,527 95,443 2,035,970
Prowision for impairment {1,111,286) — (580,932 —_ — — — 1,692,218}
As at 31 December 2007 1,000,000 — — 58,663 39,264 6,250,641 453,870 7,802,438

MINING RIGHTS
Cost
As at 31 December 2006

46,925,262

Provision for imparrment

{5,000,000)

As at 31 December 2007

41,925,262

Total intangible assets
As at 31 December 2006

54,383,948

As at 31 Decembaer 2007

49,727, 700

Provisions have been made for impairment against the carrying value of capitalised exploration and evaluation expenditure relating
to Piyazbashi and Misdag/Agyurt and against miming nghts relating to Ordubad following an impairment review The impairment
loss has been recognised as an expense in the income statement for the year

15 Property, plant and equipment

Temporary Plant and Motor Office Leasehold Tf::::
bulldings  equipment vehicles  equipment improvements construction Total
uss uss uss U5$ uss uss uss

Cost
As at 1 January 2006 84,286 82,39 58,516 141,180 124,815 — 491188
Additons — 34,061 69,336 220,322 239,813 161,649 725,181
As at 31 December 2006 84,286 116,452 127,852 361,502 364,628 161,649 1,216,369
Additions 215,521 19,028 290 44,961 73,080 68,590  421.470
As at 31 December 2007 299,807 135,480 128,142 406,463 437,708 230,239 1,637,839
Accumulated depreciation
and impairment
As at 1 January 2006 (2107} (10,298) (7.314) (16,725) (1,560) - (38,004)
Charge for year (6,322) (22,282) (41,940} (67,477} (18,594) — {148,615
As at 31 December 2006 (8,429} {32,580) (49,254) (84,202} (12,154 — (186,619}
Charge for year (25,449) {23,345) {13.064) {65.371)  (81,943) — (209,172)
As at 31 December 2007 (33,878) {55,925) (62,318} (149,573} (94,097) — (395,791)
Carrying amount
As at 31 Decernber 2006 75,857 83,872 78,598 277,300 352,474 161,643 1,029,750
As at 31 December 2007 265,930 79,554 65,824 256,890 343,611 230,239 1,242,048

The caprtal commitments by the Group have been disclosed in note 26

16 Subsidiary undertakings
A list of the signuficant wnvestonents in subsidianes, including the name, country of incorporation, and proportion of ownership
interest 15 given In note 5 1n the Company's financial statements

17 Trade and other receivables

As at As at

21 December 31 December

2007 2006

uss uss

Prepayments 332,203 126,318
HMRC 1,554 19,784
Other recewvables 110,757 24,505
444,514 170,607

The carrying amount of trade and other recevables approximates to their fair value




18 Cash and cash equivalents and short-term deposits

As at Asat
31 Decemnber 31 December
2007 2006
USsS Uss
Cash and cash equwvalents 6,810,902 6,354,102
Short-term deposits are those with an onginal matunty of three menths or more and hence are excluded from cash and cash
equivalents and are recogrused separately in the balance sheet
Cash and cash equivalents compnse cash held by the Group and short-term bank deposits with an onginal matunty of three
months or less The carrying amount of these assets approximates to their fair value
19 Trade and other payables
As at Asat
31 Decernber 31 Decemnber
2007 2006
uss uss
Trade creditors 76,263 172,889
Other payables and accruals 1,256,228 1,067,564
1,332,491 1,240,453

Trade creditars and other payables and accruals principally comprise amounts eutstanding for trade purchases and ongoing
costs Trade creditors are non-interest beaning and are normally settled on 30 day terms The Directors consider that the carrying

amount of trade and other payables approximates to their far value

20 Financial instruments
FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal finanaal instruments comprise cash and cash equivalents and other short-term deposits The main purpose
of these financial instruments 15 to finance the Group operations The Group has other financial instruments, such as trade and
other recewvables and trade and other payables, which anse directly from its operations Surplus cash within the Group 1s put
on deposit, the objective being to maximise returns on such funds whilst ensunng that the short-term cash flow requirements

of the Group are met

The Group has not used denvative financial instruments during 2007 The Board will review the need for the use of denvative

financial instruments in the future
INTEREST RATE RISK AND LIQUIDITY RISK MANAGEMENT

Shortly after the IPG in 2005, the only debt in the Group was repaid and there 1s no debt as at 31 December 2007 Board approval
15 required for all new borrowing facilities The Group has not used any interest rate swaps or other instruments to manage

its interest rate profile dunng 2007

At the year end the Group had cash and cash equivalents and other short-term deposits Short-term deposits duning the penod

included overnight, one week and monthly up to 12 months
INTEREST RATE RISK PROFILE OF FINANCIAL ASSETS

The following table sets out the carrying amount, by maturity of the Group's financial instruments that are exposed to interest

rate nisk
Year ended 31 December 2007
More
Within than
Floating rate 1 year 1 year Total
Short-term deposits
Cash and cash equivalents 6,810,902 —n 6,810,902
Year ended 31 December 2006
More
Within than
Floating rate 1 year 1 year Total
Short-term deposits
Cash and cash equwalents 6,354,102 — 6,354,102

Interest rate sensitivity analysis

The sensitvty analyses below have been determined based on the exposure to interest rates for financial instruments at the balance
sheet date For floating rate cash deposits, the analysis 1s prepared assuming the amount of deposits outstanding at the balance
sheet date was outstanding for the whole year A 50 basis point increase or decrease 15 used when reporting interest rate nsk mternally
to key management personnel and represents management’s assessment of the reasonably possible change in interest rates

If interest rates had been 50 basis points higher/flower and all other vanables were held constant, the Group's loss for the year
ended 31 December 2007 would decreasefincrease by $20,825 (2006 decreasefincrease by $69,250) Thisis mainly attributable

to the Group’s exposure to interest rates on its floating rate cash deposits
Credit risk

There are no significant concentrations of credit risk within the Group The maxtmum credit nisk exposure relating to financial

assets 1s represented by their carrying value as at the balance sheet date
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2007

20 Financial instruments continued

INTEREST RATE RISK PROFILE OF FINANCIAL ASSETS CONTINUED

Foreign currency management

The presentational currency of the Group 15 US dollars The Group 1s exposed to currency nisk due to movements in foreign
currenaes relative to the US dollar affecting foreign currency transactions and balances

The carrying amounts of the Group’s foreign currency denominated monetary assets and monetary liabilises at the reporting date
are as follows

Liabilities Assets
2007 2006 2007 2006
uss uUs$ uss uss
UK sterling 223,308 356,140 162,009 355,440
Azerbaijan manats 17,108 19,376 67,451 75,557
Other 3,867 36,893 — 62

Foreign currency sensitivity analysis
The Group 1s mainly exposed to the currency of United Kingdom (UK stering} and the currency of Azerbayan (Azerbajan manats)

The following table details the Group’s sensitvity to a 10% increase and decrease in the US dollar against the relevant foreign
currencies 10% 1s the sensitivity rate used when reporting foreign currency nisk internally to key management personnel and
represents management's assessment of the reasonably possible change in foreign exchange rates The sensitivity analysss includes
only outstanding foreign currency denominated monetary items and adjusts therr translation at the perniod end for a 10% change
in foreign currency rates A positive number below indicates an increase in profit and other equity where the US dollar strengthens
10% aganst the relevant currency For a 10% weakening of the US dollar against the relevant currency, there would be an equal
and opposite impact on the proht and other equity, and the balances below would be reversed

UK sterling impact Azerbaiian mantas impact
2007 2006 2007 2006
Uss 19533 3 ust
Profit/(loss) 6,132 70 {5,034) (5,618)

Market risk

Exposure to interest rate fiuctuations 1s minimal as the Group currently has no debt Interest rates on UK sterling and US dollar
deposits are relatively stable and the impact of a fluctuation In the interest rate on interest earned on the Group’s shont-term
deposits 1s likely to be minimal

21 Deferred tax

At the balance sheet date, the Group has unused tax losses of $4,369,449 (2006 $2,683,749) avalable for offset against future
profits No deferred tax asset has been recogrused in respect of such losses due to the unpredictability of future profit streams
Unused tax losses may be carried forward indefinitely

22 Share capital

As at As at
31 December 31 December
2007 2006
£ £
Authonsed

600,000,000 ordinary shares of 1p each 6,000,000 6,000,000
uss us$

issued and fully paid
99,621,880 ordinary shares of 1p each (2006 99,171,800 ordinary shares of 1p each) 1,792,015 1,782,605

Fully paid ordinary shares carry one vote per share and carry the nght to didends

Share options
The Group has granted options to subscnbe for the Company’s shares {note 25)




23 Reconahation of changes in equity

Share-based

Share Share payment Merger Accumulated Total

capital premium reserve reserve loss equity

us$ uss uss uss Us$ Uss

At 1 January 2006 1,782,605 30,279,301 589,569 46,206,390 (4,059,003) 74,798,862
Share-based payment — _ 776,668 — -_— 776,668
Currency translotion differences —_ — — — {175,616} (175,616)
Loss for the year — — — — (4,428,073) (4,428,073)
At 31 December 2006 1,782,605 30,279,301 1,366,237 46,206,390 (8662,692) 70,971,841
Shares issued 9,410 108,213 — — —_ 117,623
Share-based payment — — 486,515 _ — 486,515
Loss for the year -— —_ —_ — (14,683,306) (14,683,306)
At 31 December 2007 1,792,015 30,387,514 1,852,752 46,206,390 (23,345,998) 56,892,673

SHARE-BASED PAYMENT RESERVE
This reserve Is used to record the value of equity benefits provided to Directors and serior employees of the Group from time
to time as part of the consideration paid See note 25 for further details

MERGER RESERVE

The merger reserve was created 1n accordance with the merger relief provisions under Section 131 of the Companies Act 1985
(as amended) relating to accounting for group reconstructions involving the issue of shares at a premium In preparnng Group
consolidated financial statements, the amount by which the base value of the consideration for the shares allotted exceeded
the aggregate nominal value of those shares was recorded within a merger reserve on conselidation, rather than in the share
premum account

24 Notes to the cash flow statement

Year ended Year ended
31 December 31 December
2007 2006
uss uss
Operating loss (14,901,671) (5,009,199)
Adjustments for
Depreciation of property, plant and equipment 209,172 148,615
Gain on disposal of property, plant and equipment (4,585) -
Share-based payment expense 486,515 776,668
Exchange loss on non-operating activities — {175,616)
Whte-down of fixed asset held for sale 3,273,887 —
Shares issued in exchange for salanies 117,623 —_
Increase in provisions 6,692,218 185,103
Operating cash flows before movements in working capital (4,126,841) (4,074,429)
{Increase)/decrease in trade and other receivables (273,907) 725,668
Increase in trade and other payables 92,038 442,240
Cash used in operations (4,308,710) (2,906,521)
Income taxes paid - -
Net cash used in operating activities {(4,308,710) (2,906,521)

Cash and cash equivalents {which are presented as a single class of assets on the face of the balance sheet) compnse cash at bank

and short-term deposits with a matunty of three months or less
25 Share-based payments
EQUITY-SETTLED SHARE OPTIONS
The Company operates a share option scheme for Directors and senior employees of the Company Options are granted at a price
agreed at the time of the grant The vesting perniods are up to three years Options are exercisable at a pnce equal to the closing
quoted market price of the Company's shares on the date of the Board approval to grant options Options are forfeited if the
employee leaves the Group and the options are not exercised within three months from leaving date Detals of the share options
outstanding duning the year are as follows
2007 2006
Welghted Weighted
Number of average Number of average
share exercise price share exercise price
options pence options pence
Qutstanding at beginning of year 7,888,961 0.60 4,616,217 078
Granted during the year 2,600,000 012 4,150,339 043
Lapsed during the year (2.314,008) oas (877,595) 077
Qutstanding at 31 December 8,174,953 048 7,888,961 060
Exerasable at 31 December 3,882,423 072 3,026,314 079
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2007

25 Share-based payments continued

EQUITY-SETTLED SHARE OPTIONS CONTINUED

The options outstanding at 31 December 2007 had a weighted average exercise pnce of 0 48 pence and a weighted average
remaining contractual life of nine years In the year ended 31 December 2007, options were granted on 1 June and 27 July
The aggregate of the esttmated fair values of the options granted on those dates 1s £119,749 ($234,708) In 2006 options were
granted on 13 March, 12 Aprl and 1 July The aggregate of the estimated fair values of the options granted on those dates
15 £612,700 ($1,115,113)

The inputs into the Black-Scholes model are as follows
Granted on 21 July 2007

Waeighted average share price 0.12
Weighted average exercise price 0.12
Expected volatility 64%
Expected life 2 years
Risk free rate 4.50%

Expected volatility was determined by calculating the historical volatility of the Company’s share pnce over the previous two years
The expected life used in the model has been adjusted, based on management’s best estimate, for the effects of non-transferabilty,
exercise restrictions, and behavioural considerations

The weighted average farr value of options granted on 21 July 2007 15 £0 05
Granted on 1 June 2007

Weighted average share pnice 0.16
Weighted average exercise price 0.16
Expected volatility 64%
Expected hfe 2 years
Risk free rate 4 50%

Expected volatility was determined by calculating the histoncal volatility of the Company's share pnce over the previous two years
The expected life used in the model has been adjusted, based on management's best estimate, for the etfects of non-transferability,
exercise restrictions, and behavioural considerations

The weighted average farr value of options granted on 1 June 2007 15 £0 06
Granted on 1 July 2006

Weighted average share pnce 042
Weighted average exercise pnce 035
Expected volatihty 64%
Expected hfe 2 years
Risk free rate 441%

Expected volatility was determined by calculating the histoncal volatility of the Company's share pnce over the previous two years
The expected Iife used in the model has been adjusted, based on management'’s best estimate, for the effects of non-transferability,
exeraise restrictions, and behavioural considerations

The weaighted average farr value of opttons granted on 1 July 200615 £0 16
Granted on 12 Apnl 2006

Woeighted average share price 042
Weighted average exercise pnce 042
Expected volatility 64%
Expected hfe 2 years
Risk free rate 441%

Expected volatility was determined by calculating the histoncal volatiity of the Company's share price over the previous two years
The expected hfe used in the model has been adjusted, based on management’s best estmate, for the effects of non-transferability,
exercise restrictions, and behavioural considerations

The weighted average fair value of options granted on 12 April 2006 1s £0 16
Granted on 13 March 2006

Weighted average share price 04
Weighted average exercise pnce 04
Expected volatility 64%
Expected hfe 2 years
Risk free rate 441%

Expected volatility was determined by calculating the histoncal volatility of the Company’s share pnce over the previous two years
The expected fife used in the model has been adjusted, based on management's best estimate, for the effects of non-transferability,
exercise restrictions, and behavioural considerations

The weighted average fair value of options granted on 13 March 2006 1s £0 12




25 Share-based payments continued

TOTAL SHARE-BASED PAYMENT EXPENSE RECOGNISED BY THE GROUP

The Group recognised total expenses of $486,515 and $776,668 related to equity-settled share-based payment transactions
1n 2007 and 2006 respectively

The cumulative amount recognised 1n equity relating to share-based payments at the balance sheet date was $1,852,752
(2006 $1,366,237}

26 Contingencies and commitments
Obhgations under the PSA {"Production Sharing Arrangement”) — The PSA contains various provisions relating to the obligations
of the R V Investment Group Services LLC {“RVIG") including carrying out certain tasks by certain dates

The Directors believe that RVIG s in compliance with the requirements of the PSA

Environmentat lizbility — RVIG 15 required to comply with the clauses contained in the PSA relating to environmental damage
The Drrectors believe RVIG 1s substantially in compliance wath the environmental clauses contained in the PSA

There are no operating lease commitments at 31 December 2007

There were no capital commitments at 31 December 2007

27 Events after the balance sheet date
The following subsequent events relate to the penod from 31 December 2007 to the date of approval of the financial statements
on 25 June 2008

The Group has obtained a credit facility with the International Bank of Azerbaijan of $5 million repayable after three years, expinng
on 14 January 2011, with an interest rate of up to 15% Repayments in equal monthly instalments are due from February 2010

The International Bank of Azerbaian has also agreed a credit facility of $20 midlion at an all inclusive interest rate of 15% The facility
agreement 1s four years from 15 February 2008 with a two year grace penod to repay the monies loaned In 2010 $8 million 15 due
to be repaid tn quarterly instalments, and in 2011 $5 rmilhon and $7 millon are repayable in March and June respectively There 1s no
penalty for eary repayment

28 Related party transactions
Transactions between the Company and its subsidianes, which are related parties, have been eliminated on consohidation
and are not disclosed in this note Transactions between the Group and other related parties are disclosed below

TRADING TRANSACTIONS
During the years 2007 and 2006, there were no trading transactions between Group companies and related parties who are not
members of the Group

OTHER RELATED PARTY TRANSACTIONS
a) Mr Charles Hancock was a Director of and has a controlling interest in Anglo-Swisse Capital Lmited Duning 2006 services were
provided by Anglo-Suisse Capital Limited to the Company at arm’s length as follows

Year Year

ended ended

31 December 31 December

2007 2006

uUss uss

Corporate finance and admunsstrative services, induding prowision of office facilities - 28,360

As at 31 December 2007 the Company owed Anglo-Suisse Capital Limited $nil (2006 $20,520)

b) Mr Reza Vazin retains an indirect interest in the lease of the office in Baku, Azerbajan The cost of the lease n the year
was $93,904 (2006 $98,766}

¢} Shares issued to Divectors are disclosed in the directors’ repart

REMUNERATION OF KEY MANAGEMENT PERSONNEL
The remuneration of the Directors who are the only key management personnel of the Group, 15 set out below 1n aggregate
for each of the categones speafied in 1AS 24 Related Party Disclosures

Year Year

ended ended

31 December 31 becember

2007 2006

Uss Uss

Short-term employee benefits 1,210,946 1,092,237
Post-employment benefits 49,733 48,262
Share-based payment 482,998 740,282
1,743,677 1,880,781

29 Transition to IFRS
The Group’s financial statements for the year ended 31 December 2007 are the first annual financial statements that comply with

IFRS The adoption of IFRS has not required any adjustments to the financial statements for the previous year under UK GAAP 3 1
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INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF ANGLO ASIAN MINING PLC

We have audited the parent company financial statements of Anglo Asian Mining PLC for the year ended 31 December 2007
which comprise the balance sheet and the related notes 1 to 17 These parent company financial statements have been prepared
under the accounting policies set out therein

We have reported separately on the Group finanaal statements of Angla Asian Mining PLC for the year ended 31 December 2007
That report 15 modified by the inclusion of an emphasis of matter

Thss report 15 made solely to the Company’s members, as a body, in accordance with Section 235 of the Companies Act 1985
Qur audit work has been undertaken so that we might state to the Company's members those matters we are required to state
to them 1n an auditors’ report and for no other purpoese To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Company and the Company’s members as a body, for our audit work, for this report,
or for the opinions we have formed

Respective responsibilities of directors and auditors

The Directors’ responsibilities for prepanng the annual report and the parent company financial statements in accordance with
applicable law and United Kingdom Accounting $tandards {United Kingdom Generally Accepted Accounting Practice) are set
out i the statement of directors’ responsibilities

Our responsibility 15 to audit the parent company financial statements in accerdance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland}

We report to you our opinion as to whether the parent company finanaal statements give a true and fair view and whether the
parent company financial statements have been properly prepared in accordance with the Companies Act 1985 We also report
to you whether in our opinion the directors’ report 1s consistent wath the parent company financal statements

In addition we report to you if, In our opinion, the Company has not kept proper accounting records, f we have not receved
all the information and explanations we require for our audtt, or if information specified by law regarding directors’ remuneration
and other transactions 1s not disclosed

We read the other information contaned 1n the annual report as described in the contents section and consider whether 1t 1s
consistent with the audrted parent company financial statements We consider the implications for our report if we become aware
of any apparent misstatements or matenal inconsistencies with the parent company financial statements Our responsibilities
do not extend to any further information outside the annual report

Basis of audit opinion

We conducted our audit in accordance with Intemational Standards on Auditing {UK and ireland) issued by the Auditing Practices
Board An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the parent company
financial statements |t also includes an assessment of the significant estimates and judgements made by the Directors in the
preparation of the parent company financal statements, and of whether the accounting policies are appropriate to the Company's
arcumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order

to provide us with sufficient evidence to give reasonable assurance that the parent company financial statements are free from
material misstatement, whether caused by fraud or other rregulanity or error In forming our opinion we also evaluated the overall
adequacy of the presentation of information In the parent company financal statements

Opinion
In our opinion

* the parent company financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the Company's affairs as at 31 December 2007,

* the parent company financial statements have been properly prepared in accordance with the Comparues Act 1985, and

* the information given in the directors’ report 1s consistent with the parent company finanaal statements

Emphasis of matter — going concern and amounts owed by subsidiary undertakings

Without qualifying our opinion we draw attention to the disclosures made in note 1 of the finanaal statements concerning
the Company’s ability to continue as a going concern and the recoverability of amounts owed by subsidiary undertakings
The Company’s ability to continue as a going concern 15 dependant upon the Group's ability to continue as a going concern
These conditions along with other matters set out in note 1 indicate the existence of a matenal uncertainty which may cast
sigruficant doubt about the Company's ability to continue as a going concern and the recoverabiity of amounts owed by
subsichary undertakings The financial statements do not indude the adjustments that would result if the Company was unable
to continue as a going concern as it $ not practicable to determine or quantify them

Deloitte & Touche LLP

CHARTERED ACCOUNTANTS AND REGISTERED AUDITORS
London

25 June 2008




COMPANY BALANCE SHEET
AS AT 31 GECEMBER 2007

2007 2006
Notes uss uss
Fixed assets
Tangible assets 164,801 10,442,520
trvestments 4 1,325,007 1,325,007
1,489,808 11,767,527
Current assets
Debtors — amounts falling due within one year 6 18,615,802 13,345,427
Cash at bank and in hand 6,750,721 6,236,950
25,366,523 19,582,377
Creditors — amounts falling due within one year 8 (1.248,559) (916,465)
Net current assets 24,117,964 18,665,912
Net assets 25,607,772 30,433,439
Capital and reserves
Called up share capital 10 1,792,017 1,782,605
Share premium account 11 30,387,514 30,279,301
Accumulated loss 11 {6,571,259) (1,628,467)
Capital employed 25,607,772 30,433,439

These financial statements were approved by the Board of Directors on 25 June 2008 and were signed on its behalf by

Gordon Lewns

CHIEF EXECUTIVE %
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NOTES TO THE COMPANY FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

1 Significant accounting policies and going concern

1a Going concern

As detalled in note 1 to the Group accounts on page 18, there 1s a matenal uncertainty which may cast significant doubt on the
Group's, and therefore the Company's ability to continue as a going concern As a consequence the Company may be unable to
realise its assets and discharge 1ts liabtliies in the normal course of business In addition, these uncertainties could result in the
substdianes not being able to discharge their habilities to the Company which at 31 December 2007 amounted to $18,500,516
For the reasons set out in note 1 to the Group accounts, the Directors have formed a judgement which assumes at the time of
approving these financial statements that the amounts owed by the subsidiary undertakings will be recoverable and that it 1s
appropriate to continue to adopt the going concern basis

1b Sigruficant accounting policies

BASIS OF PREPARATION

The parent company financial statements of Anglo Asian Miming PLC {the "Company”} are presented as required
by the Companies Act 1985 and were approved forissue on 25 June 2008

The financial statements are prepared under the histoncal cost convention and are prepared in accordance with United Kingdom
Generally Accepted Practice

No profit and loss account 1s presented by the Company as permitted by Section 230 of the Companies Act 1985 and the
Company has taken the exemption under FRS 1 not to present a cash fiow staterment

The Company has taken advantage of the exemption in paragraph 2D of FRS 29 Finanaal Instruments Disclosures and has
not disclesed information required by that standard, as the Group's consalidated financial statements, in which the Company
15 included, provide equivalent disclosures for the Group under IFRS 7 Finanaal Instruments  Disclosures

The Company has taken advantage of the exemptton in paragraph 36 of FRS 8 Related Party Disclosures and has not disclosed
information required by that standard, as the Group's consolidated financial statements in which the Company 1s included,
provide equivalent disclosures for the Group

TANGIBLE FIXED ASSETS

Tangible fixed assets are stated at cost less accumulated deprecration and accumulated impairment losses Such cost included costs
directly attnbutable to making the asset capable of operating as intended Borrowing costs attnbutable to assets under construction
are reccgrused as an expense when incurred

Depreciation is prowided on cost in annual instalments over the estmated useful lves of assets which are reviewed annually
The rates of depreciation are as follows

Office and computer equipment 25% decreasing balance

The carrying values of tangible fixed assets are reviewed for imparrment when events or changes in circumstances indicate that
the carrying amount may not be recoverable

INVESTMENTS
Investments n subsichanes are stated at cost less, where appropnate, provisions for impairment

LEASED ASSETS
Rentals where substantially all of the benefits and nsks of cwnership remain with the lessor are charged to the profit and loss
account on a straight-line basis over the period of the lease

DEBTORS
Debtors are recognised and carried at the lower of their onginal invoiced value and recoverable amount Prowision 15 made when
there is objective evidence that the Company will not be able to recover the balances in full

DEFERRED TAXATION
Deferred tax assets are not recognised in respect of timing differences relating to tax losses where there 15 insufficient evidence
that the asset will be recovered

SHARE-BASED PAYMENTS

The Company has applied the requirements of FRS 20 Share-based Payment from 1 January 2006 In accordance with the transitional
prowisions, FRS 20 has been applied to all grants of equity instruments after 7 November 2002 that were unvested as of 1 January 2006
Applhcation of this standard has been applied retrospectively

The Company 1ssues equity-settled share-based payments to certain employees Equity-settied share-based payments are measured
at fair value at the date of grant The fair value determined at the date of the equity-setted share-based payments is expensed
on a straight-hine basis over the vesting peniod, based on the Company’s estimate of shares that will eventually vest

Fair value 1s measured by use of the Black-Scholes pricing model The expected lives used in the model have been adjusted,
based on management’s best estimate, for the effects of non-transferability, exercise restricions and behavioural constderations

2 Loss attributable to members of the parent company
The loss dealt with in the finanaial statements of the parent company 15 $5,429,807 (2006 $2,133,204)




3  Tangible fixed assets

Office Assets held for Assets under
equipment disposal construction Totat
Uss 9533 Us3 Us$
Cost
As at 1 January 2007 20,070 10,273,887 154,615 10,448,572
Disposals — (10,273,887} —_ {10,273,887)
As at 31 December 2007 20,070 — 154,615 174,685
Accumulated depreciation
As at 1 January 2007 6,052} — — (6,052)
Charge for year (3,832} — — (3,832)
As at 31 December 2007 (9,884} — — (9,884)
Net book value
As at 31 December 2006 14,018 10,273,887 154,615 10,442,520
As at 31 December 2007 10,186 — 154,615 164,801
4 Investments
Year Year
ended ended
31 December 31 December
2007 2006
uss uss
Shares in subsidhary undertakings
Anglo Asian Operations Limited 1,325,007 1,325,007
5 Lst of subsidiaries
Details of the Company's subsidianes at 31 December 2007 are as follows
Percentage
Country of Pnmary of holding
Name INcorporation aCtvity %
Anglo Asian Qperations Limited Great Britain Holding Company 100
Holance Holdings Limited Brtish Virgin Islands Holding Company 100
Anglo Asian Cayman Limited Cayman Islands Holding Company 100
RV Investment Group Services LLC Delaware, USA Mineral development 100
Azerbayan International Miming Company Linited Cayman Islands Minera) development 100
6 Debtors
Year Year
ended ended
31 Decemnber 31 December
2007 2006
uss Uss
Amounts falling due within one year:
Prepayments 89,694 112,072
HMRC 1,544 19,784
Other debtors 24,048 18,028
Amounts owed by subsidhary undertakings 18,500,516 13,195,543
18,615,802 13,345,427
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2007

7 Cash

There are no restrictions over the access to, and use of, the Company's bank and cash balances, other than those that customanly

relate to penodic short-term deposits

8 Creditors
Year Year
ended ended
31 December 31 Decernber
2007 2006
uss Uss
Amounts falling due wrthin one year:
Trade credrtors 61,422 102,432
Cther creditors 22,7138 74,258
Accruals 4,164,399 739,775
1,248,559 916,465
9 Deferred taxation
Year Year
ended ended
31 December 31 December
2007 2006
uss Us3
The elements of unrecognised deferred taxation are as follows
Tax losses £96,407 497,482
Unrecogmised deferred tax asset 896,407 497,482

A deferred tax asset has not been recogrused in respect of timing differences relating to tax losses as there 1s insufficient evidence
that the asset will be recovered None of the assets are recognised The asset would be recovered if suitable taxable profits were

generated in future penods

10 Share capital

2007 2006
Number £ Number £
Authonsed
Ordinary shares of 1p each 600,000,000 6,000,000 600,000,000 6,000,000
Number uss Number uss
Allotted and fully paid
At the beginning of the year 99,171,800 1,782,605 99,171,800 1,782,605
At the end of the year 99,621,880 1,792,017 98,171,800 1,782,605
11 Reconcthation of shareholders® funds and movements on reserves
Share
Share premium Accurmulated Shareholders’
capital account loss funds
uss Us$ Uss uss
As at 1 January 2007 1,782,605 30,279,301 (1.628,467) 30,433,439
Loss for the year — — (5,429,807} (5,429,807)
Share issues 9,412 108,213 — 117,625
Share-based payment — — 486,515 486,515
As at 31 December 2007 1,792,017 30,387,514 {6,571,759) 25,607,772




12 Share-based payments
EQUITY-SETTLED SHARE OPTION SCHEME
Details in refation to the Company’s equity-settled share option scheme 1s given in note 25 to the consolidated financial statements

13 Commitments and contingencies
Obhgations under the PSA (“Production Shanng Arrangement”) - The PSA contains various prowisions relating to the obligations
of the RV Investment Group Senaces LLC (“RVIG”) including carmang out certain tasks by certan dates

The Directors believe that RVIG 1s in compliance wath the requirements of the PSA

Environmental habifity — RVIG 15 required to comply with the clauses contained in the PSA relating to envwronmental damage
The Directors beltieve RVIG is substantially in comphance wath the environmental clauses contatned in the PSA

There are no operating lease commitments
14 Subsequent events

There were no subsequent events in the penod from 31 December 2007 to the date of approval of these financial statements
on 25 June 2008

15 Auditor's remuneration
The Company pard $23,700 (2006 $29,458) to its auditors in respect of the audit of the financial statements of the Company

Fees pard to Deloitte & Touche LLP and its associates for non-audit services to the Company itself are not disclosed in the individual
accounts of Anglo Asian Mining PLC because Group financial statements are prepared which are required to disclose such fees

on a consolidated basis

16 Related parties
The information in relation to related parties 1s given n note 28 to the consolidated financial statements

17 Staff numbers and costs

The average numbers of persons employed by the Company (induding Directors) during the year analysed by category was as follows

Year Year

ended ended

31 December 31 December

2007 2006

number number

Management and administration 5 8
The aggregate payroll costs of these persons were as follows

Year Year

ended ended

31 December 31 December

2007 2006

Uss Usy

Wages and salanes 311,691 589,357

Social secunty costs 31,122 77,436

Pension costs 19,733 23,422

Total employee costs 362,546 690,275
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the AGM of the Company will be held at the offices of Hammonds LLP, 7 Devanshire Square,
London ECZM 4YH on Wednesday 23 July 2008 at 9 30am at which the following matters will be dealt with

Ordinary business
To consider and If thought fit to pass the following resolutions which will be proposed as ordinary resolutions

1 To receve the Company's report and accounts for the finanaal year ended 31 December 2007 together with the auditors’
report on those accounts

2 To elect Khosrow Zamani as a Director of the Company
3 To re-elect Mohammed Reza Vazin as a Director of the Company

4 To re-appoint Deloitte & Touche LLP as auditors of the Company to hold office from the concluston of this Meeting until
the conclusion of the next AGM at which accounts are taid before the Company and to authorise the Directors to determine
the remuneration of the auditors

Special business
To consider and, if thought fit, to pass the following resclutrons, of which resolution number 5 will be proposed as an ordinary
resolution and resolution numbers 6 and 7 will be proposed as special resolutions

5 That for the purposes of Section 80 of the Companies Act 1985 {the “Act”} {and so that expressions defined in that section
shall bear the same mearuings as in this resolution) the Directors be, and they are, generally and unconditionally authorised
to exercise all the powers of the Company to allot relevant securittes up to a maximum nominal amount of £333,817
to such persons at such times and on such terms as they think proper during the penod expinng on the date of the next AGM
after the passing of this resolution (or any adjournment thereof) save that the Company may before such expiry make an offer
or agreement which would or might require relevant securnties to be allotted after such expiry and the Board may allat relevant
secunties in pursuance of such offer or agreement as if the authority conferred by this resolution had not expired

6 That the Arucles of Association be amended by the deletion of the words “two times the Adjusted Capital and Reserves”
in Article 28 2 and the insertion of the words "“four times the Adjusted Capital and Reserves”

7 That subject to the passing of the previous resolution the Directors be and they are hereby generally and uncenditionally
authonsed and empowered to allot for cash or othernwise equity secuntres (as defined in Section 94(2) of the Act) of the
Company pursuant to the authority conferred by resolution 5 above as if Section 89(1) of the Act did not apply to such
allotment prowided that this power shall be imited to the allotment of equity securities

(a) n connection with a nghts 1ssue, open offer or otherwise in favour of the holders of ordinary shares of 1p each
("Ordinary Shares”) where the equity secunities respectively attnbutable to the interests of all such shareholders are
proportienate (as nearly as may be practicable) to the respective numbers of ordinary shares held by them on the record
date for such allotment but subject to such exclusions or other arrangements as the Directors may deem necessary
or expedient in relation to fractional entitlements or legal or practical problems under the laws of, or the requirements,
of any recognised regulatory body or any stock exchange in any terntory,

(b} pursuant to the terms of any share schemes for Directors and employees of the Company or any of its subsidianes, and

(c) otherwise than pursuant to subparagraphs {a) and (b} above of equity secunties not exceeding In aggregate the nomunal
amount of £100,145 provided further that the authenty hereby granted shall expire at the conclusion of the next AGM
after the passing of this reselution (or any adjournment thereof) save that the Directors shall be entitled to make at any
time before the expiry of the power hereby conferred any offer or agreement which might require equity secunties to
be allotted after the expiry of such power

By order of the Board

Janette Davies
COMPANY SECRETARY
7 Devonshire Square
London EC2M 4YH

25 June 2008

Notes

1 Amember entitled to attend and vote at the meeting 15 entrtled to appoint 2 proxy or proxes to exercise any of their nghts to attend, speak and
vote on their behalf at the AGM A proxy need not be a member of the Company Where more than one proxy 1s appomted, each proxy must be
appomted for different shares A proxy form 15 enclosed Completion and return of a proxy form wall not preclude a member from attending
and voting at the meeting should he subsequently decide to do so To be effective the proxy form and any pewer of attomey or ather such
instrument {if any) under which 1t 1s signed or a notanally certified copy of such power of attorney must be deposited at the offices
of Anglo Asian Mining PLC ¢/o 7 Ensign House, Admirals Way, London E14 9XQ not less than 48 hours before the time of the AGM

2 in accordance with Regulation 41 of the Uncertrficated Securities Regulabions 2001, only those members entered on the register of members of the
Company 48 hours before the tme of the AGM are entitled to vote in respect of shares registered in ther name at that tme Changes to the register
of members after 48 hours before the time of the AGM shall be drsregarded in determinming the nghts of any person to attend or vote at the AGM

3 The register of interests of the Directors and therr farmlies in the share caprtal of the Company, copies of contracts of service with the Company
and current and amended Articles of Association will be available for inspection at the AGM for 15 minutes prior to the start of the AGM unti
its conclusion




FORM OF PROXY

Before completing this form, please read the explanatory notes below
e

{BLOCK LETTERS}

of

being a member of Anglo Asian Mining PLC hereby appoint

name

number of shares

or faiing him the Chairman of the AGM as my/our proxy to exercise all or any of my/our nghts to attend, speak and vote
m respect of my/our voting entitlement on my/our behalf at the AGM of the Company to be held at 7 Devonshire Square,
London EC2M 4YH on Wednesday 23 July 2008 at 9 30am and at any adjournment thereof Iwe request the proxy to vote

on the following resclutions as indicated

Ordinary resolutions For Against

1 To receive the report of the Directors and the accounts for the year ended 31 December 2007

2 To elect Khosrow Zamani as a Director

3 To re-elect Mohammad Reza Vazin as a Director

4 To re-apponnt Deloitte & Touche LLP as auditors

5 To authonse the allotment of secunties as descnbed in the Notice of AGM

Special resolutions

6 To amend the Articles of Assogiation as descrnibed m the Notice of AGM

7 To disapply statutory pre-emption nghts as descnbed in the Notice of AGM

Signature or common seal Date 2008

Notes

* You may appoint a proxy or proxies of your own choice to exerase all or any of your nights to attend, speak and vote on your behalf at the
AGM The Charman of the AGM shall act as a proxy unless another proxy is destred A proxy need not be a member of the Company A proxy
will act in hig'her discretion in relation to any business, other than that above, at the AGM (including any resolution to amend a resoluton or

to adjourn the AGM) To appoint more than one proxy you may photecopy this form Please indicate the proxy holder's name and the number
of shares in relation to which they are authonised 10 act as your proxy (which n aggregate shail not exceed the number of shares held by you)

* If the proxy s being appoimnted m relation to less than your full voting entitlement, please enter the number of shares in the space prowided
If left blank your proxy will be taken to have been given in respect of your full voting entitlement

* In the case of a corporation, this form of proxy must be executed under its common seal or signed on 1ts behalf by an officer of the corporation

or an attorney duly authonsed in writing

*  Please indxate how you wish your vote to be cast If you do not indicate how you wrsh your proxy to use your vote on any partcular matter the proxy

will exercise his discretion both as to how he votes and as to whether or not he abstains from voting

* In the case of joint holders only one need sign as the vote of the senior holder who tenders a vote will alone be counted For this purpose,

senionty shall be determined by the order in which the names of such holders stand in the register of members in respect of the joint holding

To be effective this form of proxy must be completed signed and must be lodged (together wath any power of attomey or duly certdied copy
thereof under which this proxy is signed) at the offices of Anglo Asian Mining PLC ¢/o 7 Ensign House, Admurals Way London E14 9XQ not less
than 48 hours before the tine appointed for the AGM

In accordance with Regulation 41 of the Uncertificated Secunties Regulations 2001, only those members entered on the register of members
of the Company 48 hours before the time of the AGM are entrled to vote at the AGM in respect of shares registered in thetr name at that time
Changes to the register of members after 48 hours before the time of the AGM shall be disregarded in determining the nghts of any persan
to attend or vote at the AGM
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third fold and tuckin

First Class
Stamp Required

Anglo Asian Mining PLC
7 Ensign House
Admirals Way

London E14 9XQ
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CORPORATE INFORMATION

AZERBAIJAN OFFICE
16 H Aleskerov str
Baku

Repubhc of Azerbaijan

SECRETARY AND REGISTERED OFFICE
MS JANETTE DAVIES

7 Devonshire Square

Cutlers Gardens

Landon EC2M 4YH

United Kingdom

COMPANY NUMBER
05227012

Registered 1n England and Wales

VAT REGISTRATION NUMBER
872 3197 09

BANKERS - UNITED KINGDOM
ANGLO IRISH BANK

10 Old Jewry

London EC2R 8DN

United Kingdom

SOLICITORS - UNITED KINGDOM
HAMMONDS

7 Devonshire Square

Cutlers Gardens

London EC2ZM 4YH

United Kingdom

SOLICITORS — AZERBAIJAN
MGB LAW OFFICES

340 Nrzami Street
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Baku

Azerbajan
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COMPANY DIARY

AUDITORS

DELOITTE & TOUCHE LLP
Stonecutter Court

1 Stonecutter Street
London EC4A 4TR

United Kingdom

NOMINATED ADVISER AND BROKER
NUMIS SECURITIES LIMITED

10 Paternoster Square

London EC4M 71T

United Kingdom

FINANCIAL PR ADVISERS
PARKGREEN COMMUNICATIONS
Pegasus House

37-42 Sackville Street
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United Kingdom
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34 Beckenham Road
Beckenham
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United Kingdom
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