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Afnican Consolidated Resources plc and its Subsidianes
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Chief Executive Officer’s report

Considerable progress has been made with our on-going exploration since the pubheation of our interim
report 1n November [ will not dwell on this in any detail 1in this report however m view of our recent
techmical Exploration Update® which was published on 8 Apri! 2008 and 1s available to download from the
Investor Relations section of our website (www acrplc com)

ZIMBABWE
General

Politics continues 10 be the overriding factor affecting the perception of Zimbabwe particularly following
the recent events associated with the Parliamentary and Presidential elections We have no control over
this factor and it 1s a reality we have lived with to date  As always I will point out that we work with the
Government of the day

The lead-up to the elections, while imtially quiet, created some unrest and violent activity in parts of
Zimbabwe although our latest information 1s that this 1s subsiding in most areas These problems had the
effect of disrupting some of our operations particularly n the north of the country where we suspended
exploration and infrastructural work in the interests of employee and contractor safety as well as the
security of company assets We have now reviewed the situation on the ground and 1 am pleased to say
that as of this week we now feel secure to return to all areas

More specifically the problems created a delay in the road-development work taking place at the Snakes
Head PGE project which was being prepared for the development of a sample-gathering decline adit for
metallurgy testing purposes Likewise, considering 1ts proxinity, sampling work at the Horseshoe nickel
laterite project was postponed We are now returning to site

In Chakan, electromagnetic survey of the Perseverance Nickel project was suspended for 10 days in early
May It was possible to re-commence work for several weeks but work was suspended again until very
recently Geochemical sampling for gold and base metals in southern Zimbabwe near Zaka was also
postponed

The hyper-inflationary environment presents difficulties and the company 1s making every effort to
minimise the negative effects thereof on the company and its staff However the bulk of the Company s
expenditure 1s incurred by reference to Sterling, United States dollars or other hard currencies Therefore
the on-going inflation-driven devaluation of the Zimbabwe dollar has only a modest effect on the Sterling
budget of ACR and the risk 1s being satisfactorily managed by our financial department

I commend all our staff and management for their stoically successful effort to retain the highest possible
degree of normality and moerale 1n trying circumstances

We continue to support the local commumnities in which we work m terms of infrastructural development
and practical assistance

Exploration

As noted above an ‘Exploration Update’ was published in April  Since then reverse circulation (“RC™)
dnlling has commenced and continues at the Blue Rock gold prospect while rotary air blast {(“RAB )
exploration dnlling continues elsewhere on the Gadzema gold belt

In-fill electromagnetic survey over the five already-defined conductors at Perseverance should be complete
within two to four weeks Post interpretation, these results will enable final drill-target defimtion for the
exploratory intersection of these conductors and we hope to commence diamond-core drilling in late July
Negotiations for the contracting of a suitable drill-nig are under way Detailed, closely-spaced airborne
magnetic survey lines will most likely be flown over the Perseverance region in a July/August timeframe
This will provide additional data for further target definition
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Chief Executive Officer’s report (continued)

Exploration (continued)

Discussions continue on the resumption of activities 1n the Marange diamond field and I remain hopeful of
an outcome that satisfies both national and corporate interests The related legal dispute over claim
ownership still awaits a court hearing date

Throughput at both in-house and independent assay / sorting labs has improved and we are processing some
5,000 samples per month In addition, we have increased our sampling teams and hence are constantly
looking for ways to improve throughput even further

ZAMBIA & MOZAMBIQUE
It remains the Company’s philosophy to amelworate political nisk by being active in other regional countries

Progress has been made on the apphcation for significant exploration ground in Zambia and ACR 1s
hopeful of a successful outcome on several of these applications Legalities for formation 1n Mozambique
are nearing finality and the company anticipates imminent discussions with the Mozambique Government
at a high level

First-pass evalvation 1s complete over large tracts of ground in both countries, much of which 1s
unallocated or due for relinquishment in the not too distant future This 15 very much a work-in-progress
which [ expect will gather momentum in the second half of the year

GENERAL

The Company’s cash resources remain adequate at current spend rates especially since our exploration
expenditure 15 discretionary  However, should the political situation allow and the Board elects to
commence further drilling programmes, we would expect to need to raise further funds before the end of
2008

ble solution to the current political impasse in Zimbabwe

21July 2008
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Report of the directors
for the yeat ended 29 February 2008

The duectors present their report together with the audited financial statements for the year ended
29 February 2008

Results and dividends
The consolidated 1ncome statement 1s set out on page 10 and shows the loss for the year
The directors do not recommend the payment of a drvidend

Principal acuvities, review of business and future developments

The Group 1s engaged i the exploration for and development of muneral projects in Sub-

Saharan Africa Since incorporation the Group has bult an interesting portfolio of projects m
Zimbabwe

The directors consider the Group’s key performance indicators to be the rate of utlization of
the Group’s cash resources and the on-gomng evaluation of its exploration assets These are
detailed below

Cash Resources

As can be seen from the balance sheet, cash resources for the group at 29 February 2008 were
approximately £4 1mlion 2007 £1 Smillion) Durning the year the loss {admiustrative expenses
less finance income) after adding back the non cash share option charge was £747,590 ({62,299
per month} There was expenditure of some £1 Imilion on capital assets the major part of
which consisted of deferred exploration costs The net monthly expenditure 1n the year to
February 2008 was approximately £151,000 This figure reflects some reduction achieved in
overheads and the fact that recent exploration emphasis has been on relatively low cost
geochemical and geophysical work The Company rassed [4 Smilion ({4 35mullion after
expenses) through a placing 1n July 2007 and at 31 July 2007 cash balances stood at £5mullion

On the basis of 2 monthly overhead cost of £65,000, which may increase with employment of
additional seruor geologsts, the current cash balance of the Group allows sigruficant head room
for discretionary expenditure on exploration 1n the comung year and also, mn the event of a
favourable resolution to the legal dispute 1n respect of the Group’s Marange project, for initial
diamond producton costs

Evaluation of Exploration Areas

The Group has licences or clatms over a sigmificant number of discrete areas of exploraton It
1s the Group’s policy for the Board to review progress every quarter on each area in order to
approve the timung and amount of further expenditure or to decide that no further expenditure
1s warranted If no further expenditure 1s warranted for any area then the related costs will be
wrtten off

Risks

The prncipal nisks and uncertamties facing the Group are the normal ones inherent in carrying
out exploration Explorauon for natural resources 1s speculative and mvolves signtficant nsk.
Duolling and operating nisks include geological, geotechnical, seismuic factors, mdustnal and
mechanical mcidents, technical failures, labour disputes and environmental hazards In addition
the Group faces particular country risks due to the fact that almost all of its operatons are

Page 4




Afncan Consolidated Resources plc and 1ts Subsidiaries
2008 Group Annual Report and Financial Statements

Report of the directors for the year ended 29 February 2008 (Continued)

currently in Zimbabwe where there 1s poliucal and economuc instability These country risks are
further addressed in Note 1 to the Financal Statements

Financial instruments

Details of the use of financial mnstruments by the Company and its subsidiary undertakings are
contamed 1n note 19 of the financial statements

Chantable and political contributions

During the year the Group made charitable contubutions of £23,497 (2007 - £9,589)
The Group made no poliucal contnbutions dunng the year (2007 - /N1)

Policy and practice on the payment of creditors

The Group’s policy 15 to settle terms of payment with suppliers when agreemng terms of
business, to ensure that suppliers are aware of the terms of payment and to abide by them Itis
usual for suppliers to be paid within 30 days of recetpt of invoice

The number of average days purchases of the Company represented by trade creditors at
29 February 2008 was 57 days (2007 - 11 days)

Directors

The directors who setved dunng the year and up to the date hereof were as follows -

Date of Appointment

Stuart Bottomley
Andrew Cranswick
Ian Fisher

Michael Kellow
Roy Tucker

Peter Vanderspuy

Directors’ interests

270505
1204 05
1204 05
220306
050405
121206

Date of Resignation |

310308

020307

The mterests in the shares of the Company of the Directors who served during the year were as

follows -

Stuart Bottomley
Andrew Cranswick
Tan Fisher

Michael Kellow
Roy Tucker

Peter Vanderspuy

Ordinary
Shares
held at 29
February
2008
of 1p each

1,376,480
5,400,000
4,900,000

1,122,223

Share Ordinacy
Options Shares
held at29  held at 28
February February
2008 2007

of Ip each

3,650000 1,376,480
7115000 5,400,000
4695000 4,900,000
4,150,000 -
4,695000 1,122,223

Share
Opnons
held at 28
February
2007

3,650,000
7,115,000
4,695,000
4,150,000
4,695,000
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Report of the directors for the year ended 29 February 2008 (Continued)
All the interests were beneficial and no drector has any interest in the shares of any of the
subsidiary compantes

Auditors
All of the current directors have taken all the steps that they ought to have taken to make
themselves aware of any information needed by the Company's auditors for the purposes of
their audit and to establish that the auditors are aware of that information The directors are not

aware of any relevant audir informaton of which the auditors are unaware

BDO Stoy Hayward LLP have expressed therr willingness to continue m office and a resolution
to re-appoint them will be proposed at the annual general meetung

Post balance sheet events

There are no material post balance sheet events
By order of the Board

Roy Tucker
Secretary

] C/Ucwffv

21 July 2008
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Statement of directors' responsibilities

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any ttme the financial position of the company, for safeguarding the assets of the
company, for taking reasonable steps for the prevention and detection of fraud and other
wrregulanittes and for the preparaton of a Directors’ Report which complies with the requrements of
the Compames Act 1985

The directors are responsible for preparing the annual report and the financial statements in
accordance with the Compamtes Act 1985 The directors are also required to prepare financial
statements for the group in accordance with International Financial Reporung Standards as adopted
by the Eurcpean Union (IFRSs) and the rules of the London Stock Exchange for companues trading
securities on the Alternative Invesument Market The directors have chosen to prepare financial
statements for the company in accordance with IFRSs

International Accountung Standard 1 requires that financial statements present fauly for each
financial year the company’s financial position, financial performance and cash flows Thus requires
the faithful representation of the effects of transactions, other events and condittons mn accordance
with the defimtions and recognition criterta for assets, labilities, income and expenses set out 1n the
International Accounting Standards Board’s ‘Framewotk for the preparation and presentation of
financial statements’ In virtually all circumstances, a fair presentatton will be achieved by comphance
with ali applicable IFRSs A fair presentation also requures the Directors to

*  consistently select and apply appropriate accounting policies,

¢ present mformavon, ncluding accounung policies, mm a manner that provides relevant,
reliable, comparable and understandable informanon, and

e provide addittonal disclosures when compliance with the specific requirements m 1FRSs 1s
msufficient to enable users to understand the impact of particular transactions, other events
and conditions on the entity’s financial position and financial performance

Financial statements are published on the group's website 1 accordance with legislation in the Umted
Kingdom governing the preparation and dissemination of financial statements, which may vary from
legislanon 1n other jurisdicuons The maintenance and mtegrty of the group's website 1s the
responsibility of the directors The directors' responsibility also extends to the ongoing integrity of
the financial statements contamned therein
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African Consolidated Resources plc

Report of the independent auditors

To the shareholders of African Consolhidated Resources plc

We have audited the group and parent company financial statements (the "financial
statements") of Afnican Consolidated Resources plc for the year ended 29 February 2008
which comprise the group income statement, the group and parent company balance sheets,
the group and parent company cash flow statements, the group and parent company
staternents of change in equity and the related notes These financial statements have been
prepared under the accounting policies set out therein

Respectie responsibilttses of directors and auditors

The directors' responsibilities for preparing the annual report and the financial statements 1n
accordance with applicable law and International Financial Reporting Standards (IFRSs) as
adopted by the European Union are set out in the statement of directors’ responsibilities

Our responsibility 15 to audit the financial statements 1n accordance with relevant legal and
regulatory requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinton as to whether the financial statements give a true and fair view
and have been propetly prepared 1 accordance with the Companies Act 1985 and whether the
information given in the directors' teport 1s conststent with those financial statements  We
also report to you if, 1n our opinton, the company has not kept proper accounting records, 1f
we have not recerved all the information and explanations we require for our audit, or if
information specified by law regarding directors' remuneraton and other transactions 1s not
disclosed

We read other information contained 1n the annual report and consider whether 1t 15 consistent
with the audited financial statements The other information comprises only the Directors'
Report, the Chief Executive Officet's Report and the Statement of Directors’ Responsibiliies
We consider the implicanons for our report if we become aware of any apparent
misstatements or material inconsistencies with the financial statements  Qur responsibilities
do not extend to any other nformaton

Our report has been prepared pursuant to the requirements of the Companies Act 1985 and
for no other purpose No person 1s entitled to rely on this report unless such a person 1s a
petrson entitled to rely upon this report by virtue of and for the purpose of the Companies Act
1985 or has been expressly authorised to do so by our prior written consent Save as above,
we do not accept responsibility for this report to any other person or for any other purpose
and we hereby expressly disclatm any and all such hability

Baszs of andst gprnion

We conducted our audit in accordance with Internatonal Standards on Audiung (UK and
Ireland) 1ssued by the Audiung Practices Board An audit includes examination, on a test
basis, of evidence relevant to the amounts and disclosures in the financial statements It also
includes an assessment of the significant estimates and judgments made by the directors 1n the
preparauon of the financial statements, and of whether the accounung policies are appropriate
to the group's and company's circumstances, consistently applied and adequately disclosed
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African Consolidated Resources plc

Report of the independent auditors (continued)

We planned and performed our audit so as to obtain all the informaton and explanatons
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance that the financial statements are free from matenal misstatement,
whether caused by fraud or other irregulanty or error In forming our opinton we also
evaluated the overall adequacy of the presentation of information 1n the financial statements

Openzon
In our opinion

. the group financial statements give a true and farr view, 1in accordance with TFRSs as
adopted by the European Union, of the state of the group's affairs as at 29 February 2008
and of 1ts loss for the year then ended,

*  the parent company financial statements give a true and fair view, 1n accordance with
IFRSs as adopted by the European Union as applied in accordance wath the provisions of
the Companies Act 1985, of the state of the parent company's affairs as at 29 February
2008,

*  the financial statements have been properly prepared in accordance with the Companies
Act 1985, and

. the information given 1n the directors’ report 1s consistent with the financial statements

Emphasis of Matter - political and economic instability in Ztmbabwe

In forming our opinion, which 1s not qualified, we have considered the directors' assessment
(see basis of preparation 1n note 1) of the political and economic mnstability in Zimbabwe and
the impact on the Group and Company Current political unrest and vartable foreign control
policies and practices give rise to a significant uncertainty over the ability of the Group and
Company to realise the value of the Group's assets and the Company's nvestment in
Zimbabwe for the benefit of the Company's shareholders The financial statements do not
include the adjustments that would result if the cutrent political and economuc posiion 1n
Zimbabwe changed for the worse and the Group was unable to realse the aforementioned
assets

B0 Sty Nugwero

BDO STOY HAYW.
Chartered Accountants

and Repestered Aunditors
London

Date 21 July 2008
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2008 Group Annual Report and Financial Statements

Consolidated income statement
for the year ended 29 February 2008

Revenue

Admuustrative expenses
Operaung loss

Finance income

Loss before and after taxation

Loss attnibutable to the equity holders of the
parent company

Loss per share — basic and diduted

All amounts above relate to continuing operations

2008 2007
Group Group
£ £
Notes
(1,152,861) (1,809,334)
3 (1,152,861) (1,809,334)
5 160,813 102,077
(992,048) (1,707,257}
(992,048) (1,707,257}
9 (0 48) pence (0 96) pence

The accompanyng accounting policies and notes on pages 15 - 39 form an inregral part of these

financial statements
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Group Statement of Changes in Equaty
for the year ended 29 February 2008

Group

At 28 February 2006

Available for sale
mvestments
—valuation losses

Net income recogrused
directly 1n equity

Loss for the year

Total recogrused income
and expense for the year

Share options

Issue of share capital
(net of 1ssue costs of
£336,831)

At 28 February 2007

Available for sale
mnvestments

- valuation gamn

Net income recogmsed
directly i equity

Loss for the year

Total recognused income
and expense for the year

Share options

Issue of share capital
{net of 1ssue costs of

£135,000)
At 29 February 2008

Share Share Share Available Retained
capital premium option for sale earnings/
‘Total
account account reserve reserve (losses)
£ £ £ £ £ £

1,456,270 2,442,790 53,000 - (340,719) 3,611,341
- - - (10,866) - (10,866)
- - - (10,866) - (10,866)
- - - - (1,707,257)  (1,707,257)
(10,866)  (1,707,257) (1,718,123)
- - 434,194 - - 434,194
443,671 3,991,863 - - - 4,435,534
1,899,941 6,434,653 487,194 (10,866) (2,047,976) 6,762,946
- - - 16,157 - 16,157
- - - 16,157 - 16,157
- - - - (992,048)  (992,048)
- - - 16,157 (992,048) (975,891)
- - 244,458 - - 244,458
310,345 4,054,655 - - - 4,365,000
2,210,286 10,489,308 731,652 5,291 (3,040,024) 10,396,513

The accompanying accounung policies and notes on pages 15 to 39 form an integral part of these financial

statements
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Company Statement of Changes 1n Equity
for the year ended 29 February 2008

Share Share Share Retained
capital premium opticn earnings/ T
otal

account account reserve {losses)

Company
£ £ £ L £

At 28 February 2006 1,456,270 2,442,790 53,000 (329,449) 3,622,611
Loss for the year - - - (1,552,294) (1,552,294)
Total recogmised income - - - (1,552,294) (1,552,294)
and expense for the year
Share optrons - - 434 194 - 434,194
Issue of share capital
(net of 15sue costs of
£336,831) 443,671 3,991,863 - - 4,435,534
At 28 February 2007 1,899,941 6,434,653 487,194 (1,881,743) 6,940,045
Loss for the year - - - (534,321) (534,321)

Total recognised income - -
and expense for the year

(534,321) (534,321)

Share options - - 244 458 - 244,458

Issue of share capital
(net of 1ssue costs of

£135,000) 310,345 4,054,655 - - 4,365,000
At 29 February 2008 2,210,286 10,489,308 731,652 (2,416,064) 11,015,182

The accompanying accounting pohcies and notes on pages 15-39 form an mntegral part of these financial
statements
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Group and Company balance sheets

As at 29 February 2008

Assets

Non-current assets
Intangible assets

Property, plant and equpment
Available for sale investments

Investment in subsidianes

Current assets

Inventory

Recervables

Available for sale investments
Cash and cash equivalents
Total current assets

Total Assets

Equity and Liabilities

Capital and reserves antnbutable to
equity holders of the company

Called-up share capital
Share premium account
Avatlable for sale reserve
Share option reserve

Retained earmings

Total equity

Current habihties
Trade and other payables
Total current habilities

Total Equity and Liabilities

Note

1n
12
13
14

15
16
17
19

20
20
22
22
22

18

29 February 28 February 29 February 28 February
2008 2007 2008 2007
Group Group Company Company
£ £ £ £
5,841,604 4,962,150 528,924 216,358
403,419 372,749 33,382 37,219
34,655 6,606 394 394
- - 653 3
6,279,678 5,341,505 563,353 253,974
25,499 32,608 - -
162,945 84,632 6,545,497 5,350,025
37,038 20,891 - -
4,142,105 1,514,548 4,133,774 1,503,232
4,367,587 1,652,679 10,679,271 6,853,257
10,647,265 6,994,184 11,242,624 7,107,231
2,210,286 1,899,941 2,210,286 1,899,941
10,489,308 6,434,653 10,489,308 6,434,653
5,291 (10,866) - -
731,652 487,194 731,652 487,194
(3,040,024) (2,047,976) (2,416,064) {1,881,743)
10,396,513 6,762,946 11,015,182 6,940,045
250,752 231,238 227,442 167,186
250,752 231,238 227,442 167,186
10,647,265 6,994,184 11,242,624 7,107,231

The accompanying accountung pohicies and notes on pages 15 to 39 form an integral part of these financial

statements

The accounts on pages 10 to 39 were approved and authonsed for 1ssue by the Board of Directors on 21 July

2008 and were signed on its behalf by

e
/l,)’vbl (/t/([‘h,_
ne Ju{ﬂ 200%

Roy C Tucker
Director
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Group and Company cash flow statements

for the year ended 29 February 2008

CASH FLOW FROM OPERATING ACTIVITES
Loss for the year
Adjustments for
Depreciation
Write-off of deferred expenditure/intangible assets
Finance income
Profit on sale of available for sale investments
Profit on sale of property, plant and equipment

Share option charges

Changes tn worlang capital
Increase in recetvables
Decrease 1n inventories

Increase/ (Decrease) i payables

Cash generated from operations

Investing actvities
Payments to acquire intangible assets
Payments to acquite property, plant and equipment
Payments to acquire available for sale investments
Payments to acquire mnvestment in subsidiarses

Proceeds on disposal of property, plant and
equipment

‘ Proceeds on disposal of available for sale
mvestments

Interest recerved

Financing Activities

Proceeds from the tssue of ordmary shares, net of
15SUE COsTS

{Dectease) /Increase in cash and cash equrvalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

2008 2007 2008 2007
Group Group Company Company
£ £ £ £
(992,048) (1,707,257) (534,321} (1,552,294)
116,861 59,910 15,755 13,998
31,984 - 30,254 -
(160,813) (102,077) {160,797) (94,300)
2,186 (38,607) - -
(353) - - -
244458 409,461 244 458 409,461
234,323 328,687 129,670 329,153
(78,313) (30,647) (1,195,472) (2,892,911)
7,109 18,167 - 50,775
19,514 (752,207) 60,256 (792,582}
(51,690} (764,687) (1,135,216) (3,634,718)
(809,415) (2,143,257} (1,539,867) (4,857,859)
(911,438) (2,632,939 (342,820) (154,413)
(152,248) (305,279} {11,918) (11,435)
(59,432) (120,000} - -
- - (650) -
5,070 14,996 - -
29,207 163,517 - -
160,813 102,077 160,797 94,306
(928,028) (2,777,028} (194,591) (71,542}
4,365,000 4,460,267 4,365,000 4,460,267
2,627,557 (460,618) 2,630,542 469,134)
1,514,548 1,975,166 1,503,232 1,972,366
4,142,105 1,514,548 4,133,774 1,503,232

The accompanying notes and accounting polictes on pages 15 to 39 form an mtegral part of these financial

statements
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Statement of accounting policies
for the year ended 29 February 2008

1 Accounting Policies

Basis of preparation

The principal accounting polictes adopted 1n the preparation of the financial mnformation are set out
below The policies have been consistently applied throughout the current and prior year presented,
unless otherwise stated These financial statements have been prepared in accordance with
International Financal Reporung Standards (IFRSs and IFRIC mterpretations) issued by the
International Accounting Standards Board (IASB) as adopted by the European Union and with those
parts of the Comparnues Act 1985 applicable to compantes prepanng their accounts under IFRS

In the preparation of the financal statements the directors have considered the current political and
economic instability 1n Zimbabwe and the impact on the Group and Company

The presidental election run off on 27 June 2008, together with the soating inflation, lgh
unemployment and collapse of the value of the Zimbabwean dollar, and the strong opposition to
change 1 the country has attracted global critcism  There has been press speculation that mining
assets could be nationalised, but there have been no such actions to date that the Directors are aware
of

The foreign currency account approval process of the Central Reserve Bank does not, 1 pracuce,
operate 1 line with the published Central Reserve Bank terms of trade and adversely affects the
umimng of receipt of foreign currency for the Group

The directors have further considered the quality of the assets held by the Company through s
investment in its subsidiary undertakings i Zimbabwe and have concluded that the current political
and economic instability are not detrimental to the long term value of the assets to the shareholders
of the Company

Change 1n Accounting Pohcy

New standards, amendments to pubhlshed standards and interpretations to existing standards
effectve on 1 March 2007 adopted by the group

New and revised standards Standard Effecuve for

effective for 29 February 2008 annual periods

year-ends beginning on or
after

New Standard IFRS 7 — Finanaal Instruments Drsclosures 1 January 2007

The Group 1s in comphance with the
requirements of IFRS 7

Amendment LAS 1 — Presentation of Fenanaal Statements — 1 January 2007
Capetal Disclosures

There was no unpact on the adoption of IAS 1
on the results or net assets of the group

Interpretations IFRIC 7 — Applyeng the Restatement Approach under | 1 March 2006
LAS 29 Finanaal Reporting in Hyperenflationary
Ewnopnes
IFRIC 8 ~ Scope of IFRS 2 1 May 2006
IFRIC 9 — Reassessment of Embedded Dertvatives 1 June 2006
IFRIC 10 — Intennm Financal Reporting and 1 November 2006
Trpasrment
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Change in Accounting Policy (continued)

New standards, amendments to published standatds and mterpretations to existng standards m 1ssue
at 28 February 2008 but not yet effectve, that will be applicable to the group 1n the future

New and revised standards Standard Effectve for
issued but not effective for 29 annual perniods
February 2008 year-ends beginning on or
after
New Standard IFRS 8 — Operating Segments 1 January 2009
Amendment IFRS 3% — Bustuess Combinations 1 July 2009
IFRS 2% — Share-based Payment — Vesting Conditions | 1 January 2009
and Cancellations
LAS 1% — Presentation of Financal Statements — A 1 January 2009
revised Approach
1AS 23* — Borrowing Costs 1 January 2009
LAS 27% — Consolrdated and Separate Financal 1 July 2009
Statements

LAS 32 and 1% - Puttable Finanaal Insiruments and 1 January 2009
Oblgations Ansing on Leguedation

Iniprovements to IFRS* 1 July 2009
Interpretations IFRIC 11 — IFRS 2 Group and Treasury Share 1 March 2007

Transactions

IFRIC 12% - Serunce Concesstion Arrangements 1 January 2008

IFRIC 13*% - Customer Layalty Programmes 1 July 2008

IFRIC 14% - 1AS 19 The Limut on a Defined Benefir | 1 January 2008
Asset, Menamum Funding Requrements and therr

Interpretation

IFRIC 15% - Agreements for the Constractton of Real | 1 January 2009
Estate

IFRIC 16%* - Hedges of a Net Investment in a Ferewgn | 1 Ocrober 2008
Operaton

Items marked* had not yet been endorsed by European Union at the date that these financal
statements were approved and authonsed for 1ssue by the Board The standards listed above are not
yet effecuve and are not expected to have a significant impact on the Group

The preparation of the group financial statements 1n conformuty with generally accepted accountng
principles requires the use of estimates and assumptions that affect the reported amounts of assets
and habiities and disclosure of contingent assets and habilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period Although these
estimates are based on management’s best knowledge of cutrent events and actions, actual results
may ulumately differ from those esumates The estumates and assumptions that have a sigmficant nsk
of causing a matenal adjustment to the carrying amounts of assets and habilittes i the next financal
year are discussed below

2) Useful hves of property, plant & equpment

Property, plant and equipment are depreciated over their useful economic hves Useful economuc
lives are based on management's estimates of the pertod that the assets will be 1n operational use,
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Basis of preparation (continued)

which are peniodically reviewed for centinued approprateness Due to the long hife of certain assets,
changes to estimates used can result in sigmificant vanations m the carrying value More details,
including carrying values, are included 1n note 12 to the financial statements

b) Impairment of intangibles

The Group s required to test, on an annual basts, whether deferred exploration costs, mining options
and licence acquisition costs have suffered any impairment The recoverable amounts are determuned
based on an assessment of the economucally recoverable mineral reserves, the ability of the group 1o
obtain the necessary financing to complete the development of the reserves and future profitable
production or proceeds from the disposiion of recoverable reserves Actual outcomes may vary
More detauls, ncluding cartying values, are included 1n note 11 to the financial statements

c) Share based payments

The Group operates an equty settled share based remuneration scheme for key employees
Employee services recetved, and the corresponding increase 1n equity, are measured by reference to
the fair value of equuty mstruments at the date of grant The farr value of the share opuons 15
esumated by using the Black Scholes model on the date of grant based on certain assumptons
Those assumptions are described mn note 21 and include, among others, the expected volatihity and
expected hfe of the options

Basis of consolidation

Where the Company has the power, etther direcily or indirectly, to govern the financial and operating
policies of another entity or business so as to obtamn benefits from 1ts activaties, 1t 15 classified as a
subsidsary The financial information presents the results of the Company and s subsidiaries (the
“Group”) as of they formed a stngle entity Inter-company transactions and balances between Group
compantes are therefore elumunated 1n full

Business combinations

The financial mformaton mncorporate the results of bustness combinations using the purchase
method In the consolidated balance sheet, the acquiree’s 1dentifiable assets, habilities and contingent
habilities are mutially recogmsed at their fair values at the acqusiion date The results of acquired
opetations are included m the consohidated income statement from the date on which control 1s
obtained The licences acquired have been valued at therr fair value using appropriate valuation
techmiques and posted to intangible assets

Revenue
The Group and Company had no turnover duning the period

Forewgn currency

The funchonal currency of the Company and all of its subsidiaries, 15 Pounds Sterhing, which 1s the
cutrency of the pnmary economic environment in which the Company and all of 1ts subsidiartes
operate The Zimbabwean subsidiaries retain ledgers in the functional currency and where
transactons are denotmnated in Zimbabwe Dollars, they are translated at the best rate achievable
given all relevant circumnstances at the time

Transacnons entered into by the Group entities 1 a currency other than the currency of the primary
economuc environment in which 1t operates (the “functional currency’”} are recorded at the rates
ruling when the transactions occur Foreign currency monetary assets and habilities are translated at
the rates ruling at the balance sheet date Exchange differences arising on the retranslaton of
unsettled monetary assets and liabilities are simularly recognised immediately in the mcome statement,
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except for foreign currency borrowings qualifying as a hedge of a net investment 1 a foregn
operation

Prowviston for abandonment costs

Provision for abandonment costs are recogmsed at the commencement of muung The amount
recognised 1s the present value of the estimated future expenditure determuined 1n accordance with
local condinons and requiremnents The present value 1s calculated by discounting the future cash
flows at a pre tax rate that reflects current market assessments of the ume value of money at that
tume A corresponding property, plant and equipment asset of an amount equivalent to the provision
1s also created Thus 1s subsequently depreciated as part of the capital costs of production Any
change in the present value of the estumated expenditure 1s reflected as an adjustment to the
provision and the property, plant and equipment assets

Share-based payments

Where shate options are awarded to employees, the fair value of the options at the date of grant 1s
charged to the mcome statement over the vesting pertod Non-market vesting conditions are taken
into account by adjusting the number of equity instruments expected to vest at each balance sheet
date so that, ulumately, the cumulative amount recognised over the vesting period 15 based on the
number of options that eventually vest Market vesting condinons are factored mto the fair value of
the options granted As long as all other vesting conditions are sausfied, a charge 15 made trrespective
of whether the market vesting conditions are satisfied The cumulatve expense 1s not adjusted for
failure to achueve a market vesting condition

Where the terms and condiions of options are modified before they vest, the mncrease in the fair
value of the options, measured immediately before and after the modification, 1s also charged to the
income statement over the remaining vesting pcnod

Where equity wnstruments are granted to persons other than employees, the income statement 15
charged with the fairr value of goods and services recetved, except where 1t 1s In respect O costs
associated with the 1ssue of shares, in which case, 1t 15 charged to the share premmum account

Tax

The major components of mcome tax on the profit or loss include current and deferred tax

Current tax 1s based on the profit or loss adjusted for items that are non-assessable or disallowed and
15 calculated using tax rates that have been enacted or substantively enacted by the balance sheet date

Income tax 15 charged or credited to the mcome statement, except when the tax relates to items
credited or charged directly to equuty, in which case the tax 1s also dealt with i equuty

Deferred tax
Deferred tax assets and habilities are recognised where the carrying amount of an asset or hability 1n
the balance sheet diffess to its tax base, except for differences ansing on

* The 1ual recogninon of goodwill,

s  Goodwill for which amortisation 1s not tax deductible

® The mmtal recogmtion of an asset or hability 1in a transacuon which 15 not a business
combinatton and at the ume of the transacuon affects nerther accounting or taxable profit,
and

¢ Investments i subsidiaries and jointly controlled entiies where the group 1s able to control
the uming of the reversal of the difference and 1t 1s probable that the differences will not
reverse i the foreseeable future
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Recogmtion of deferred tax assets 1s restricted to those mstances where 1t 1s probable that taxable
profit will be available agamst which the difference can be unhsed

Deferred tax (continued)

The amount of the asset or habibty 1s determuned using tax rates that have been enacted or
substantively enacted by the balance sheet date and are expected to apply when deferred tax
liabilities / {assets) are settled/(recovered) Deferred tax balances are not discounted

Deferred development and exploration costs

In accordance with the full cost method, all costs associated with mining property development and
investment are capitalized on a project-by-project basts pending determination of the feasiblity of
the project Costs mcurred include appropnate technical and administrative expenses but not general
overheads If a murung property development project 1s successful, the related expenditures will be
amortised over the esumated life of the commercial ore reserves on a umt of production basis
Where a licence 15 relinquished, a project 1s abandoned, or 15 considered to be of no further
commercial value to the Group, the related costs will be written off

Unevaluated muning properties are assessed at each year end and where there are indications of
mmpatrment these costs are wrntten off to the income statement The recoverability of deferred
muung property costs and mnterests 1s dependent upon the discovery of economucally recoverable
reserves, the abihty of the Group to obtain necessary financing to complete the development of
reserves and future profitable production or proceeds from the disposition of recoverable reserves

If commercial reserves are developed, the related deferred development and exploration costs are
then reclassified as development and production assets within property, plant and equipment

Proved nuning properties
Deplenon and amorusanion of the full-cost pools 1s computed using the units-of-production method
based on proved reserves as determuned annually by management

Mineral rights

Mineral rnights are recorded at cost less amortisation and provision for diminution wmn value
Amortisation will be over the estimated life of the commercial ore reserves on a umt of production
basts

Licences for the exploration of natural resources will be amortised over the lower of the life of the
licence and the estumated hfe of the commercial ore reserves on a umit of producuon basts

Property, plant and equipment

Items of property, plant and equipment ate imtially recogrused at cost As well as the purchase price,
cost includes directly attributable costs and the esumated present value of any future costs of
dismanthng and removing ttems The corresponding hability 1s recogmsed within provisions

Plant 1s subsequently carmed at farr value, based on penodic {usually trienmial) valuations by a
professionally qualified valuer Changes in fair value are recognised m equuity (the “revaluation
reserve”) An appropnate transfer 1s made from the revaluanon reserve to retaned earnings when
plant 1s expensed through the income statement (eg through deprecianon, impairment or sale) All
other ttems of property and equipment are cartied at depreciated cost Depreciation 1s provided on
all other ttems of property and equpment 1s to write off the carrying value of ttems over thewr
expected useful economuc hives It 1s applied at the following rates
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Property, plant and equipment (continued)

Plant and machmery —  25% per annum, straight line
Fixtures and fitungs —  25% per annum, straght line
Computer equipment — 33% per annum, strajght line
Motor vehicles — 20% per annum, straight line

The depreciation on assets utibsed diecty for exploration activities 1s capualised as deferred
exploration costs Depreciation 1n respect of all other assets 15 charged to administrative expenses 1n
the income statement

Financial assets

The Group's financial assets consist of cash and cash equvalents, trade and other receivables and
available for sale investments The Group's accounung policy for each category of financial asset 15 as
follows

Loans and recewvables These assets are non-denvatve financial assets with fixed or determunable
payments that are not quoted 1 an active market They are mtially recogmsed at fau value plus
transacuon costs that are directly attributable to their acquisiton or 1ssue, and are subsequently
carrted at amornsed cost using the effective interest rate method, less provision for impairment

Impairment provisions are recogmised when there is objective evidence (such as significant financial
difficulties on the part of the counterparty or default or significant delay in payment) that the Group
will be unable to collect all of the amounts due under the terms recetvable, the amount of such a
provision being the difference between the net carrying amount and the present value of the future
expected cash flows associated wath the imparred recervable For receivables, which are reported net,
such provisions are recorded mn a separate allowance account with the loss being recogmised within
admistrative expenses i the mcome statement On confirmation that the recewable will not be
collectable, the gross carrying value of the asset 1s wntten off against the associated provision

The Group’s loans and receivables comprise other recewvables and cash and cash equivalents m the
balance sheet

There 1s no significant difference between the carrying value and fair value of recervables

Avatlable for sale Non-dertvattve financial assets not included 1n the categories above are classified
as avaiable-for-sale and comprnse the Group's strategic vestments 1n entiies not qualifying as
subsidiaries, associates or jomntly controlled entiies They are catried at fair value with changes in faur
value recogrused directly 1n equuty Where a decline in the fair value of an avadable-for-sale financial
asset consututes evidence of impairment, the amount of the loss 1s removed from equity and
recognsed 1n the income statement

Financial liabilities
The Group’s financial habilities consist of trade and other payables, which are mutially recogrused at
fair value and subsequendy carried at amortised cost, using the effective interest method

Inventories

Inventones are mitially recogmsed at cost, and subsequently at the lower of cost and net realisable
value Cost comprises all costs of purchase, costs of conversion and other costs incurred m brnging
the mnventories to thewr present location and condition Weighted average cost 1s used to determine
the cost of ordinanily inter-changeable 1tems
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Cash and cash equivalents

Cash comprses cash mn hand and balances with banks Cash equvalents are short term, highly hqud
accounts that are readidy converted to known amounts of cash They include short term bank
deposits onginally purchased with maturities of less than three months

Leased assets

Where assets are financed by leasing agreements that do not give nghts approximating ownership,
these are treated as operating leases The annual rentals are charged to the 1ncome statement on a
straight line basis over the term of the lease

Pension costs

Contributions to defined contribution pension schemes are charged to the mcome statement 1n the
year to which they relate
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2 Segmental analysis
The Group operates 1n one busimess segment, the exploration for and production of mineral assets

Afnican Consolidated Resources ple has mterests m one geographical segment being Southern Africa,
primanly Zimbabwe and Zambia

3 Group loss from operations
2008 2007
Group Group
£ £

Operating loss is stated after charging /{crediting)

Auditors” remuneration — audit 32,208 34,255
(Company £28,000) (2007 - £29,000)

Auditors’ remuneration — for services relating to

corparate finance transactions

(Company £ nd) (2007 - £32948)

- 32,948
116,861 59,910
Depreciation
Office lease 15,185 12,262
Foreign exchange gains (14,975) (17,380)
Share 1ssue and IPO related expenses ) 523,717
244,458 409,461
Employee share option expense
7,650 6,075
Employee pension costs
Wages and salares 206,342 179,026
(352) -
Profit on disposal of fixed assets
Loss/(Profit) on disposal of financial assets 2,186 (38,607
4 Auditors’ temuneration
For auditing of accounts of the Company pursuant to
legislation 28,000 29.000
For auditing of accounts of the subsidianies pursuant 4.208 5.255
to legislation
For services relating to corporate finance transactions - 40,000
32,208 74,255

Fees for services relating to corporate finance transactions include £7,052 relating to the
company’s Inittal Public Offering which have been set off against the share premmum
account
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5 Finance mncome 2008 2007
Group Group
£ £
Interest recerved on bank deposits 160,813 102,077

The amounts disclosed above represent the total interest ncome calculated using the effect
mnterest rate method

6 ‘Taxation

There 1s no tax charge arsing for the Group for the
year

The tax assessed for the year 1s lower than the
standard rate of corporation tax in the UK. The
differences are explaned

Loss before taxation (992,048) (1,707,257)

Loss before taxation at the standard rate of (297,614) (512,177}
corporation tax i the UK of 30% (2007 30%)

Expenses  disallowed for tax  (prmapally
depreciation, share 1ssue expenses and share optron
expenses)

Loss cartted forward 188,604 214,251

109,010 297,926

'Tax charge for the year - -

Factors that may affect future tax charges

At the 29 February 2008, the Company had UK tax losses of approxumately £1,170,000
(2007- £863,000) carned forward which can be utlised agamst future profits However
these losses are only recoverable against future profits, the tuning of which 1s uncertan
and as a result no deferred tax asset 1s bewng recognised in respect of these losses

Page 23




African Consolidated Resources ple and 1ts Subsidiaries
2008 Group Annual Report and Financial Statements

Notes to financial statements (continued)
for the year ended 29 February 2008

7 Employees

Staff costs (including directors) conssst of

Group Group Company Company
2008 2007 2008 2007

£ £ £ £
Wages and Salanies - management 186,636 156,125 178,440 143,125
Wages and Salaries — other 19,706 22901 - -

206,342 179,026 178,440 143,125
Consultancy fees 452,416 281,458 345,716 276,663
Social Security costs 1,782 639 1,756 639
Healthcare costs 3,222 - 3,222 -
Pension costs 7,650 6,075 7,650 6,075

671,412 467,198 536,784 426,502

The average number of employees (including directors) during the year was as follows

Group Group Company Company
2008 2007 2008 2007
Number Number Number Number
Management 7 6 6 6
Other operatons 44 8 - -
51 14 6 4]
8 Directors’ remuneration 2008 2007
£ £
Ditectors emoluments 178,440 143,125
Company contributions to pension schemes 7,650 6,075
Healthcare costs 3,222 -
Amounts pad to third parties 1n respect of directors’ services 137,409 188,488
326,721 337,688

The directors’ remuneration represents the emoluments paid to key management

Out of the share based payment charge (see note 3) of £ 244 458 (2007 £409,461), £168,407

(2007 £339,461) relates to directors

Emoluments paid to the highest paid director, mcluding amounts paid to thud parties in respect of
directors services 15 £89,292 (2007 - £82,500)

One director (2007  one} accrued benefits under a defined contnibution scheme dunng the year

No diectors (2007 i) exercised share options dunng the year
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10

Loss per share 2008
Group

Loss per Ordinary Share has been calculated using the
weighted average number of Ordinary Shares in 1ssue duning
the relevant financal period

The weighted average number of Ordinary Shares i 1ssue

for the year 15 208,014,788
Losses for the Group for the year are (£ (992,048)
Loss per share basic and diluted (0 48p)

The effect of all potentially dilutive share options 1s anti-
diluave Details of the share options which may dilute the
loss per share are disclosed i note 21 m the financial
statements

Loss for the financial year

2007

Group

177,289,260

(1,707,257)

(0 96p)

The Company has taken advantage of the exemption allowed under Section 230 of the
Companies Act 1985 and has not presented 1ts own mcome statement in these financral
statements The Group loss for the year includes a loss after taxation of £534,321 (2007 -
£1,352,294), whuch 15 dealt with 1n the financial statements of the parent company
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Intangible assets

Group

Cost at 28 February 2007
Addiions durmg the year
Disposals during the year
Cost at 29 February 2008

Company

Cost at 28 February 2007
Addinons during the year
Dasposals during the year
Cost at 29 February 2008

Group

Cost at 28 February 2000
Addiions durmg the year
Cost at 28 Febrary 2007

Company

Cost at 28 February 2000
Additions during the year
Disposals during the year
Cost at 28 February 2007

Deferred  Mining Licence Total
exploration options acquisition
costs costs
£ £ £ £
2,882,595 47,661 2,031,894 4,962,150
891,041 - 20,397 011,438
(1,873)  (30,111) - (31,984)
3,771,763 17,550 2,052,291 5,841,604
110,598 47,601 58,099 216,358
342,820 - - 342,820
(143)  (30,111) - (30,254
453,275 17,550 58,099 528,924
554,689 14,178 1,760,344 2,329,211
2,327,906 33,483 271,550 2,632,939
2,882,595 47,661 2,031,894 4,962,150
468,144 14,178 46,2N 528,613
109,122 33,483 11,808 154,413
{466,668) - - (466,668)
110,598 47,661 58,099 216,358

The balance of license acquisition costs at 28 February 2007 of £58,099 excludes an amount of
£252,742 which has been reclassified as an amount due from Group compantes and 13 now
mcluded m note 16 to the financial statements This reclassification has no impact on the total
assets and the net assets of the Company at either the current or the previous year end The
reclasstficaton has no impact on the Group financial statements
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12 Property, plant Plant and Fixtures, fitings Computer Motor Total

and equipment machinery and equipment assets vehicles
Group

£ £ £ £ £
Cost at 28 February
2007 183,562 18,741 31,481 209,118 442,902
Additions during 64,890 14,227 10,844 62,287 152,248
the year
Disposals during {2,176) - - (3.441) (5,617
the year
Cost at 29 February 246,276 32,968 42,325 267,964 589,533
2008

Depreciation at 28

February 2007 14,863 3,848 10,884 40,558 70,153
Charge for the year 52,294 6,032 12,535 46,000 116,861
Disposals during (499) - - (401} (900)
the year

Depreciation at 29 66,658 9,880 23,419 86,157 186,114
February 2008

Net book amount at 179,618 23,088 18,906 181,807 403,419

29 February 2008

Page 27




Aftican Consolidated Resources ple and 1ts Subsidiaries
2008 Group Annual Report and Financial Statements

Notes to financial statements (continued)

for the year ended 29 February 2008

12 Property, plant and Plantand  Fixtures, fittngs Computer Motor
equipment machinery  and equipment  assets vehicles Total
(continued)

Company £ £ £ £ £
Cost at 28 February

2007 11,483 3,953 26,574 12333 54,343
Addiions during the 1,419 4,154 3,608 2,737 11,918
year

Cost at 29 February 12,902 8,107 30,182 15,070 66,261
2008

Depreciation at 28

February 2007 3,760 1,234 10,205 1,925 17,124
Charge for the year 2,953 1,075 9,081 2,646 15,755
Deprectation at 29 6,713 2,309 19,286 4,571 32,879
February 2008

Net book amount at 6,189 5,798 10,896 10,499 33,382
29 February 2008

Group

Net book amount at

28 February 2006 13,275 10,215 21,632 97,254 142376
Addinons duning the

year 169,375 8,163 8,359 119,382 305,279
Dusposals during the

yeatr - - - (14,996) (14,996)
Charge for the year (13,951) {3,485) (9,394) (33,080) (59,910)
Net bock amount at

28 February 2007 168,699 14,893 20,597 168,560 372,749
Company

Net book amount at

28 February 2006 10,594 3,707 20,771 4,710 39,782
Addinons during the

yeat - - 4,335 7,100 11,435
Charge for the year (2,871) (988) (8,737) (1,402) (13,998)
Net book amount at

28 February 2007 7,723 2,719 16,369 10,408 37,219
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13 Available for sale investments 2008 2007 2008 2007
(Non curent) Group Group Company  Company
£ £ £ £
Faur value at the begintung of the year 6,606 17,472 394 394
Movement m fair value 28,049 (10,866) - -
Fair value at the end of the year 34,655 6,606 394 394

The available for sale investments represents investments in quoted compames The face value of
the Company’s available for sale investments 1s not matenally different to the market value at exther
the current or previous year end

14 Investment in subsidiarnies

Cost at the begmnning of the year 3 2
Additions duning the year 650 1
Cost at the end of the year 653 3

The principal subsidiaries of African Consolidated Resources ple, all of which are included 1n these
consolidated Annual Financial Statements are as follows

Company Country of Class  Proportion Proportion Nature of
registration held by held by business
group group
2008 2007
Abbarre Lumted Unated Ordinary 100% 100% Holding
Kingdom company
Millwall International BVI Ordmary 100% 100% Mining
Investments Limuted exploration and
development
Mimic Mining UK Usuted Ordmnary 100% 100% Holding
Lumuted Kingdom company
Afncan Consohdated Zambia Ordinary 100% - Mining
Resources (Zambia) exploration and
Limited development
Touzel Holdings Limited ~ BVI Ordmary 100% 100% Nominee
company
Canape Investments Zimbabwe Ordinary 100% 100% Mining
{Prvate) Lamited exploratton and
development
*  Breckndge Investments Zimbabwe Ordimnary 100% 100% Miming
(Povate) Limited exploration and
development
* Lescaut Investments Zimbabwe Ordinary 100% 100% Mining
{Prvate) Limited exploration and
development

* Indirectly held
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15

16

17

18

Inventory 2008 2007 2008 2007
Group Group Company Company
£ £ £ £
Matenal and supphes 25,499 32,608 - -

There 1s no matenial difference between the replacement cost of stocks and the amount stated
above

The amount of inventory recogmnized as an expense during the year was £140,900

{2007 - £448,298)

Receivables
Advance to Group Companies - - 6,403,447 5,275,577
Other recervables 162,945 84,632 142,050 74,448

162,945 84,632  6,545497 5,350,025

All amounts fall due for payment within one year
Advances to Group companies are repayable on demand, subject to relevant exchange
control apptrovals being obtained

Available for sale investments

(Current)

Fair value at the beginning of the 20,891 25,801 - -
year

Additions duning the year 59,432 120,000 - -
Disposals (31,393)  (124,910) - -
Movement m fair value (11,892 - - -
Fair value at the end of the year 37,038 20,891 - -

Available for sale mvestments compnse shares in quoted compantes The face value of the
Group’s available for sale investments was not matenially different to the market value at the
previous year end

Trade and other payables

Trade payables 38,739 59,848 33,480 10,642
Other payables 110,124 119,567 92,172 113,525
Other taxes and social security taxes 2,090 6,610 1,991 1,988
Accrued expenses 99,799 45,213 99,799 41,031

250,752 231,238 227 442 167,186

All amounts fall due for payment within one year
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Financial instruments — risk management

Stgnificant accounting policies

Details of the significant accounting polictes 1n respect of financial nstruments are disclosed
in Note 1 to the financial statements The Group’s financial instruments, comprse available
for sale mvestments financal assets (notes 13 and 17), cash and ttems amsing directly from 1ts
operanons such as trade recetvables and trade payables

Financial risk management

The Board seeks to munimise 1ts exposure to financial nisk by reviewing and agreeing policies
for managng each financal nisk and monitoring them on a regular basis No formal pobceies
have been put 1n place 1n order to hedge the Group and Company’s acuvities to the exposure
to currency risk or interest nsk, however this will be constdered penodically by the Board
No denvatives or hedges were entered into during the period

The Group and Company 1s exposed through its operations to the following financial risks
. Credit nsk

. Cash flow interest rate nsk
. Foreign currency nsk
. Liqudity nisk

The policy for each of the above risks 1s described 1n more detail below

The principal financial instruments used by the Group, from which financial instruments risk
artses are as follow

. Trade and other receivables

. Cash and cash equivalents

. Trade and other payables

. Available for sale investments

The fair value of all financal assets and financial llabihites 15 not matenally different to the
book value

Credit nisk

Financal assets which potennally subject the Group and the Company w0 concentrations of
credit sk consist prmcipally of cash, short term deposits and trade recewvables Cash
balances are all held at recogmsed financial mnsutuuons Trade receivables are presented net
of allowances for doubtful receivables Trade receivables currently form an msignificant part
of the Group’s and the Company’s business and therefore the credit nisk associated with
them 1s also msignificant to the Group and the Company as a whole

Maximum exposure to credit nsk
The Group’s maximum exposure to credit sk by class of financial instrument 1s shown 1n
the table below

2008 2007
Carrying Maximum  Carrying Maximum
value exposure value exposure
£ £ £ £
Cash and cash equivalents 4,142,105 4,142,105 1,514,548 1,514,548
Trade and other recervables 162,945 162,945 84,632 84,632
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Financial instruments — nsk management {continued)

The Company’s maximum exposure to credst nsk by class of financial mstrument 1s shown m
the table below

2008 2007
Carrying Maximum Carrying Maximum
value exposure value exposure
£ £ £ £
Cash and cash 4,133,774 4,133,774 1,503,232 1,503,232
equivalents
Trade and other 142,050 142,050 74,448 74,448
receivables
Advances to 6,403,447 6,403,447 5,275,577 5,275,577

Group Compantes

Cash flow interest rate nisk

The Group has adopted a non speculative policy on managing nterest rate risk  Only
approved financial mstituttons with sound capital bases are used to borrow funds and to
mnvest surplus finds i The Group and the Company had no borrowing facilities at esther the
cutrent ot previous year end

The Group and the Company seeks to obtain a favourable interest rate on 1ts cash balances
through the use of bank deposits At the year end the Group had a cash balance of
£4,142,105 (2007 £1,514,548) which was made up as follows

2008 2007
Group Group

£ £
Butish pounds 2,964,011 1,385,720
United States dollars 1,172,601 119,485
Zimbabwean dollars 5,373 9,343
Zambian Kwacha 120 -

4,142,105 1,514,548

Included withun the above are amounts of £144,625 and US$1,821,306 (2007 £1,044,253 and
US$nil) held withun fixed rate deposut accounts Interest rates are 2% to 5% based on bank
interest rates

The Group received interest for the year on bank deposits of £160,813 (2007 £102,0677)
The effect of a 10% reduction 1 mterest rates during the year would, all other variables held
constant have resulted i reduced mterest income of £16,081 (2007 — £10,208) Conversely

the effect of a 10% ncrease 1n mterest rates during the year would, on the same basis, have
increased nterest income by £16,081 (2007 — £10,208)
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19 Financial instruments — risk management (continued)

At the year end, the Company had 2 cash balance of £4,133,774 (2007 £1,503,232) which
was made up as follows

2008 2007
Company Company
£ £
Pounds Stething 2,964,011 1,385,720
Unuted States dollars 1,169,763 117,312
4,133,774 1,503,232

The Group and the Company has no mterest bearing debts at either the current or previous
year end

Liqudity nisk

Borrowing facilities are negotiated with approved financial mstitutions at acceptable interest
rates All assets and labilities are at the floating mterest rate The Group and the Company
secks to manage its financial nsk to ensure that sufficient hquudity 1s available to meet the
foreseeable needs both 1n the short and long term

Foreign currency risk
Foreign exchange risk 1s mherent m the Group’s and the Company’s activities and 1s accepted
as such The majority of Aftican Consolidated Resources Plc’s expenses are dencrunated 1n

Pounds Sterhing
At 29 February 2008 and 28 February 2007, the currency exposure of the Group was as
follows

UK uUs Other
At 29 February 2008 Stetling Dollats Currencies

£ £ £

Cash and cash equivalents 2,964,011 1,172,601 5,493
Trade and other receivables 136,339 22,424 4,182
Trade and other payables {164,590) (64,727) (21,435)
Avatlable for sale investments - - 71,693
Net assets 2,935,760 1,130,298 59,933
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At 28 February 2007 UK Us Other
Sterling Dollars Currencies
4 £ £

Cash and cash equivalents 1,385,720 119,484 9,344
Trade and other recervables 53,627 20,871 10,134
Trade and other payables (156,378) (57,138) (17,722}
Available for sale investments - - 27,497
Net assets 1,282,969 83,217 29,253

‘Lhe effect of a 10% strengthening of Stething aganst the US dollar at the balance sheet date,
all other varables held constant, would have resulted in increasing post tax losses by
£105,471 (2007 — loss of £7,565) Conversely the effect of a 10% weakemng of Sterlng
agamnst the US dollar at the balance sheet date, all other vanables held constant, would have
resulted 1 decreasing post tax losses by £128,191 (2007 — loss of £9,246)

At 29 February 2008 and 28 February 2007, the currency exposure of the Company was as

follows

At 29 February 2008

Cash and cash equivalents
Trade and other recervables
Advances to Group compantes

Trade and other payables

At 28 February 2007

Cash and cash equvalents
Trade and other recervables
Advances to Group comparnes

Trade and other payables

UK Us
Sterling Dollats
£ £

2,964,011 1,169,763
84,632 -
6,403,447 -
(162,715) (64,727)
9,289,375 1,105,036
1,385,720 117,512
74,448 -
5,275,577 -
(110,046) (57,140)
6,625,699 60,372

Capatal

The objective of the directors 1s to maxirmuse shareholder returns and munumse risks by
keeping a reasonable balance between debt and equity To date the Company and Group has
muumused rsk by bemg purely equity financed The capital employed by the Group and

Company 1s comprised of equuty attributable to shareholders
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20 Share capital Number of Nominal Share
shares value premium
£ £
Authorsed
Ordimary shares of £0 01 each 1,000,000,000 10,000,000 -
Issued
Called up, allotted and fully paid
As at 28 February 2006 145,626,980 1,456,270 2,442,790
Issued during the year 44,367,118 443,671 3,991,863
As at 28 February 2007 189,994,098 1,899.941 6,434,653
Issued durning the year 31,034,482 310,345 4,054,655
As at 29 February 2008 221,028,580 2,210,286 10,489,308
21 Shate based payments
Share Outstanding at Granted Outstanding at Final exercise
options 28 February 2007 dunng 29 February 2008 date
Exercise year
ptice
45p 2,500,000 - 2,500,000 Dec 2010
45p 1,111,111 - 1,111,111 June 2010
45p 11,000,000 - 11,000,000 june 2011
7 0p 1,500,000 - 1,500,000 March 2009
70p 37,500 - 37,500 June 2011
120p* 066,667 - 666,667 June 2009
120p * 5,500,000 - 5,500,000 June 201t
12 5p - 1,965,000 1,965,000 Dec 2010
14 5p - 1,945,000 1,945,000 June 2011
150p * 3,500,002 - 5,500,002 June 2011
180p * 5,499,998 - 5,499,998 June 2011
33,315,278 3,910,000 37,225,278

* These options outstanding at the 28 February 2007 were all granted 1n the previous year

No share options were exercised, lapsed or cancelled m the previous year
All share options have been valued using the Black Scholes method on valung options from the date
of grant No share options werte exercised, lapsed or cancelled 1n the current year
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Share based payments (continued)

The Company operates an unapproved share option plan for directors, sentor management
and staff consultants Detalds of the valuation basis and the grant and vestung dates are
contained below

Fazr value of options - Employees

Inputs to the valuation model

The fair values of awards granted under the Employee Share Option Plan have been calculated
using the Black Scholes pnaing model that takes into account factors speatfic to share incentive
plans such as the vesting peniods of the Plan, the expected dividend yield of ACR’s shares and
the esaumated volatility of those shares

4 5p 12p 12p 12p 14 5p 15p 15p 18p 18p
options options options options Options options OpUons Options options

Grant date June-  June June March  Jan June June June June
Nov 2006 2006 2007 2008 20006 2006 2006 2006
2005

Vesung pertods  June  June Dec Dec Dec  June Dec  June Dec
2007- 2006- 2007- 2007- 2008- 2006- 2007- 2006- 2007-

June  June June Dec  June June June  June  June

2011 2011 2011 2010 2011 2011 2011 2011 2011

Share price at 4 5p 12p 12p 77p  145p 12p 12p 12p 12p

date of grant
Exercise price 4 5p 12p 12p 12p 145 15 15p 18p 18p
Volaulity 30%  50% 50%  50%  50% 50%  50% 50%  50%
Option bfe  3years 2years 25 Jdyears 25 2years 25 2years 25
years years years years
Dividend yield ~ Nil Nil Nl Nil Nil Nit N1l N1l Nil
Rusk free 45% 45% 45% 486% 486% 45% 45% 45% 45%

investment rate

Volatility has been based on the volatiity of comparable listed comparues 1n the minung, oil and
gas sector, based on hustoncal share price information

Based on the above assumptions, the fair values of the options granted are estimated to be

4 5p 12p 12p 12p 14 5p 15p 15p 18p 18p
options OplIONs opnons OptIONs OpHuoOns options Ooptions options optons
Fair value 12p 37p 42p 13p 45p 28p 32p 21p 20p

Expense ansing from share-based payments

Based on the above farr values and ACR’s expectauons of employee turnover, the expense
ansing from equicy-settled share opuons and share awards made to employees was £244,458
(2007 £409 461)
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Share based payments (continued)

The Company has also granted share options to Geomnformatics Limited and Williams de Broe plc
m respect of geclogical and financial consultancy services provided to the company Details of the
valuaton basss and the grant and vesting dates are contamned below

Farr value of options - Commercial

Inputs to the valuation mode!

The fair values of awards granted under the commercial option agreements have been calculated
using the Black Scholes pricing model that takes mto account factors speaific to share mncentive
plans such as the vesting pericds of the Plan, the expected dividend yield of ACR’s shares and the
esttmated volaulity of those shares

Tp options 12p options

January 2006- February 2006 June
Grant date 2006
Vesting pertods June 2007- June 2011 June 2006- June 2009
Share price at date of grant 7 0p 12p
Exercise price 70p 12p
Volatdity 30% 50%
Option bife 3 years 2 years
Dividend yeld Nil Ni
Risk free investment rate 4 5% 4 5%

Volatihity has been based on the volatility of comparable listed compantes 1n the muung, o1l and gas
sector, based on hustorical share price informauon

Based on the above assumptions, the fair values of the options granted are estimated to be

7p options 12p
options
Fair value 18p 37p

Escpense arising from share-based payments

Based on the above fair values and ACR’s expectations of commercial realisation, the expense
ansing from equity-based commercial share options 1ssued for financal consultancy services was
£24.733, which has been debited to share premmum 1n the pnor penod
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23

Reserves

Details of the nature and purpose of each reserve within owners’ equity are provided below

The share premum account holds the balance of consideration recerved net of fund raising costs
1n excess of the par value of the shares

The share opuons reserve represents the accumulated balance of share benefit charges recognised
i respect of share options granted by the company

The avalable for sale reserve holds the gams/(Josses) ansing on recogmsing financial assets
classified as available for sale at fair value

The retained earnings reserve represents the cumulative net gamns and losses recogmsed in the
consolidated income statement

Related party transactions

Group
There were no related party transactions during the year 1n the group other than directors and key
management emoluments which are disclosed 1n note 8 and the following
0  Andrew Cranswick holds a 25% equity stake 1n FG Investments (Private)
Limited from which Canape Investments (Private} Limted incurred £8,832 (2007
nil) rental expense 1n the current financial year
¢ Canape Investments (Prvate) Lumited purchased two commercials vehicles
worth £38,606 (2007 ml) in which Andrew Cranswick had a 50% interest

Company
The Company emoluments to directors and key management are disclosed in note 8 to the
financial statements

At the year end, the Company had an outstanding loan to Canape Investments (Private) Limited
{a wholly owned subsidiary) of (3,237,224 (2007 £2,289,295) Dunng the year, mterest of
£114.820 (2007 £51,093) was accrued on this loan This 1s included 1n the balance payable by
Canape Investments (Private) Limuted at the year end

At the year end, the Company had an outstanding loan to Milwall Internatonal Investments
Limited {a wholly owned subsidiary) of £2,900,574 (2006 £2,733,538) Dunng the year, mnterest of
£110,205 (2007 £7,065) was accrued on thus loan This 15 mncluded 1in the balance payable by
Miltwall International Investments Limited at the year end

At the year end, the Company had an outstanding loan to Mirmic Mining (UK} Limuted (a wholly
owned subsidiary) of £242,742 (2007 [£242,742)

At the year end, the Company had an outstanding loan to African Consolidated Resources
(Zambia) Lirmuted (a wholly owned subsidiary) of £12,905 (2007 £Nu)

At the year end, the Company had an outstanding loan to Abbarre Limited (a wholly owned
subsidiary) of £2 (2007 [2)

These recewvables totalled £6,403,447 (2007 £5,275,577) at the year end and are included m note
16 to the financial statements

The Company also charged a management fee to Canape Investments (Private) Limited of
£10,000 (2007 £10,000) duning the year
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24 Contingent habilities and capital commitments

There 1s a contingent hability, which in the opimion of the directors 1s not hikely to exceed
£63,650, 1n respect of the Giant acqusitton made mn the period to 28 February 2006 relating
to resource ounces stll mn the process of being quantified

25 Lingation

Amongst intangible assets for the Group 1s mcluded £256,314 (2007 £95,307) representing
costs of ttle acquisiton and of exploration over a diamond deposit near Marange On 28
September 2006, the Group recetved nouficanon from the Zimbabwe Miuster of Mines
that he mtended to challenge the group’s legal title with respect to Marange The Group has
mutiated proceedmgs 1n the Zimbabwe High Court 1n order to confirm this title  Counsel
has advised that i hus opinion the Group’s title 1s good and therefore no provision against
loss of thus asset has been made

There 1s no other lingation involving any group company
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