THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. PART 3
OF THIS DOCUMENT COMPRISES AN EXPLANATORY STA TEMENT IN COMPLIANCE WITH
SECTION 426 OF THE COMPANIES ACT 1985, If you are in any doubt as to the action you should take,
You are recommended to seek your own personal financial advice from Your stockbroker, bank manager,
solicitor, accountant or other financial adviser (who in the UK should be authorised under the Financial
Services and Markets Act 2000,

It you have sold or otherwise trunsferred all of vour E1 Oro Stock Unilts. please send this document, together
with the accompanying documents, as soon as possible to the purchaser or transferee, or to the stockbroker,
bank or other agenl through whom the sale or transfer was effected, for delivery 1o the purchaser or
transicree. If you have sold or otherwise transferred part of your registered holding of El Oro Stock Units,
please retain these documents and consult the stockbroker, bank or other agent through whom the sale or
transfer was effected. However such documentis should not be distributed, forwarded or transmitted in, or inta,
the United States, Canada, Australia or Japan,

Proposed disposal of Danby Registrars Limited to a
newly incorporated company owned by Robin Parish
to be effected by a recommended reconstruction of

El Oro and Exploration Company p.l.c.

{ incarporated and registered in England and Wales under the € wipranies Acts 1862 190
el i registered number 80408 )

by means of a scheme of arrangement under Section 425 of the Companies Act 1985
and a reduction ol capital under Section 135 of the Com panies Act 1985

Your attention is drawn to the letter from the Independent Directors of El Oro set out in Part 2 of this
document which contains the reasons for the Disposal and refers to the recommendation of BDO Stoy
Hayward Corporate Finance to approve of the Disposal of Danby pursuant to the Scheme and to vote in
favour of the resolutions Lo be proposed at the Court Meeting and the El Oro EGM referred 1o below.

Notices of the Court Meeting to approve the Scheme and the El Oro EGM. which will be held at The Cavalry
and Guards Club, 127 Piceadilly, London W1LJ 7PX on 29 November 20iM, are set oul al the end of this
document, The Court Meeting will start at 11.00 a.m. and the EI Oro FGM will start at 1105 wm. (or, if
later, immediately following the conclusion or adjournment of the Court Meeting).

BDO Stoy Hayward Corporate Finance, a division off BDO Sioy Hayward LLP, Chartered Accountanis.
which 1s authorised and regulated in the United Kingdom by the Financial Services Authority, is acting for
El Oro as financial adviser in connection with the Disposal (but not on the terms of the Scheme) and no-ong
else and will not be responsible Lo anvone other than El Oro for providing the protections afforded 1o clients
of BDO Stoy Hayward Corporate Finance nor for providing advice in relition to the Disposal.

You will find enclosed with this document 3 BLUE Form of Proxy in respect of the Court Meeting and a
WHITE Form of Proxy in respect of the FI Oro EGM which you are asked to complete and sign in
accordance with the instructions printed thereon and return them cither by post or by hand to Lloyds TSB
Registrars at The Causeway, Worthing, West Sussex BN99 671 so as to be received as soon as possible and
in any event at least 48 hours before the time fixed for the relevant meeting (although the BLUE Form of
Proxy for the Court Meeting may be handed to the chairman of the Couri Meeting immediately prior to the
Court Meeting). The completion and return of a Form of Proxy will not prevent you from attending the Court
Mecting and the El Oro EGM and voting in person, should you so wish. Further details on the action you
should take are set out in paragraph 9 of Part 2 and paragraph 14 of Part 3 of this document,
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EXPECTED TIMETABLE OF KEY EVENTS

All references to time in this document are to UK time,

Voting Record Time

Latest time for lodging BLUE forms of proxy for the

Court Meeting to approve the Scheme'"’

Latest time for lodging WHITE forms of proxy for
the El Oro EGM'"!

Court Meeting of Courl Meeting Stockholders
El Oro EGM

Court hearing of petition to sanction the Scheme
and confirm Reduction'”’

Scheme becomes effective (Effective Date)®!

Motes:

6.00 p.m. on 27 November 2004 or, if the Court
Meeting is adjourned, 48 hours before the time
fixed for such adjourned meeting

11.00 a.m. 27 November 2004
11.05a.m. 27 November 2004

11,00 a.m. 29 November 2004

11,05 a.m. 29 November 2004 (or if later,
immediately following the conclusion or
adjournment of the Court Meeting of Court
Meeting Stockholders)

11 January 2005

14 January 2005

| It is requested that BLUE Forms of Proxy be lodged at Jeast 48 hours prior to the time appoinied for the Court Meeting, ulthough
BLUE Forms of Proxy not <o lodged muy be handed to the chuirman of the Court Meeting immedintely prior to the Court Meeting
amvd will still be valid. The WHITE Forms of Proxy musl be Joudpedd ot beast 48 hours before the time appeinted for the El Crro EGM

and may not be honded 1o the chainnan at the El Oro EGM

3 These times and dates are indicative only and will depend. nmongst other things, on the date upon which the Couwrt sametions the

Scheme.



PART |

DEFINITIONS

The following definitions apply throughout this document, unless the context requires olherwise:

“Act”
*Additional Danby

Shareholders”

“Austraha”™
e Shares”

RO Stoy Hayward Corporate
Finance™

“RBrickleal

" Business Day™

“Canadn®™

scertificated” or “certificated
form™

“Cheval Place”

“Court™

“Court Meeting”™

“Court Meeting Stockholders™

“Court Order”

“CREST”

“CRESTCo"”

“Danby™

“Danby Stock Units™

“Deed of Warrunty™

the Companies Act 1985 (us amended)

William Fraser, Suzanne Kumaramangalam and Robin Parish (each of
whom holds one ordinary share of £1 in Danby as nomince for the
Company)

the Commonwealth of Australia, its states, lerrilories and possessions
the RP Stock Units as redesignated pursuant to clause | of the Scheme

BDO Stoy Hayward Corporate Finance, a division of BDO Stoy
Hayward LLP, Chartered Accountants, which is authorised and
regulated in the United Kingdom by the Financial Services Authonly.
financial adviser 1o El Oro

Brickleal Limited a wholly owned subsidiary of El Oro registered in
Engluand and Wales with company number 5243664

any day on which lending banks in the London inter-banking sterfing
markets are open for general non-uutomated business in the City of
London

Canada, its provinces and territories and all areas subject to ils
jurisdiction and any political sub-division thereol

a share or other security, which is not in uncertificated form (that is, not
in CREST)

the frechold property known as 41 Cheval Place, London SW7 1IEW
and which is also the registered office of El Oro

the High Court of Justice of England and Wales

the meeting of Court Meeting Stockholders convened by an order of
the Court pursuant to Section 425 of the Act, including any
adjournment thereol

all El Oro Stockholders except Robin  Parish, The Hon.
Mrs. E. C. Parish, Suzanne Kumaramangalam, Danby and [&M

the order of the Court sanctioning the Scheme and confirming the
Reduction

the relevant system (as defined in the Regulations) in respect of which
CRESTCo is the Operator (as defined in the Regulations) in
accordance with which securitics may be held in uncertificated form
CRESTCo Limited

Danby Registrars Limited, registered in England and Wales with
company number 342210

154,535 El Oro Stock Units currently owned by and held in the name of
Danby which are to be cancelled pursuant to the Reduction

the deed of warranty entered into by Robin Parish for the benefit of the
Company dated 5 November 2004 and described at paragraph 5.6 of
"yrt B of this document
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“Disposal”

“Effective Date™

“El1Oro” or the “Company”
“E1 Oro Directors™ or “Board™
“El Oro EGM™

“El Oro Group™

“El Oro Stockholders™

“El Oro Stock Units”

“EPS”

“Explanatory Statement”

“Form(s) of Proxy™

“FPDSavills™

“FTSE All Share™

“Heads of Terms™

“lE&EMT

“1CTA 988"
“tmmediate Famly™

“Independent Directors”

“Liguidator™

“Listing Rules™

“London Stock Exchange™

the disposal by El Oro of Danby by means of an indirect transfer of
Danby 1o Perceval pursuant to the terms of the Scheme

the date the Court Order is registered by the Registrar of Companies
and the Scheme becomes effective and *Effective Time™ means the time
at which the Scheme becomes effective as aforesaid

El Oro and Exploration Company p.le. registered in England and
Witles with company number 80408

the directors of El Oro as set out at paragraph 2.1 of Part 8 of this
document

the extraordinary general meeting of El Oro Stockholders convened for
the purposes of, inter alia, approving the Scheme, notice of which is
attached at the end of this document

El Oro, its subsidiaries and subsidiary undertakings
holders of El Oro Stock Units

stock units of Speach in the capital of E1 Oro
earmings per El Oro Stock Umit

the explanatory statement comprised in this document in compliance
with Section 426 of the Act

the BLUE Form(s) of Proxy and/or the WHITE Formis) ol Proxy
enclosed herewith in respeet of the Court Meeting and the El Oro EGM
deseribed in the attached Notice of Court Meeting and Motice of
El Oro EGM respectively

FPDSavills Limited, West Midlunds Office

the Financial Times and the London Stock Exchange capitalisation
weighted index comprised of the FTSE 350 and the FTSE small cap
indices

the legally binding heads of terms entered into between the Company
and Robin Parish (on behall of himsell and as trustee for Perceval)
duted 15 October 2004 (as supplemented by a legally binding letter ol

agreement between such parties dated 5 November 2004) in connection
with the Disposal

Investigations & Management Limited, registered in England and
Wales with company number 408133

Income and Corporation Taxes Act 1988
spouse and children

David Richard Lindsay Hunting, Robert Elmer Wade and James
Anthony Wild

Malcolm Cohen of BDO Stoy Hayward LLP (or another liquidator
from that LLP) who is 10 be appointed liquidator of Brickleal pursuunt
1o 1 member’s voluntary liquidation

the listing rules made by the UK Listing Authority under Section 74 of
the Financial Services and Markets Act 2000

London Stock Exchange ple
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“Market Price™

“Official List™

“Overseas Stockholders™

“Parish Family™

“Perceval”

“Perceval Shares™

“Reconstruction”
“Redesignation”

“Reduction™

“Registrar of Compamies™
“Regulations”

*Relationship Agreement™

“Remaining Stockholders™

“RP Stock Uniis™

“2eheme™

“Scheme Stock Units™

"SPAT

“Spital Loan™

“Sterhing” or "L"

“TCGA 19927

the average closing mid-market price of an El Oro Stock Unit for the
ten dealing Business Days prior to the announcement of the proposed
Scheme on 15 October 2004

the list maintained by the UK Listing Authority pursuant to Part VI of
the Financial Services and Markets Act 2000

persons resident in, or citizens or nationals of, jurisdictions outside the
UK holding EI Oro Stock Units

Robin Parish {the chairman and managing director of the Company)
and his Immediate Family, Emma Woodbine Houston (his sister) and
her Immediate Family, The Hon. Mrs. E. C. Panish (his mother),
Caroline Zegos (his sister) and her Immediate Family and Suzanne
Kumaramangalam (his sister) and her Immediate Family (and their
respective nominees and/ or related trusts)

Perceval Limited (formerly Matchtape Limited), registered in England
and Wales with company number 5243618, the registered office of
which is at Walcot Hall, Lydbury North, Shropshire 5Y 7 S8AZ and the
share capital of which is wholly owned by Robin Parish

ordinary shares of £1 each in the capital of Perceval

the proposed reconstruction of El Oro to be effected by way of the
Scheme described in this document

the proposed redesignation of the RP Stock Units as “B” Shares

the proposed reduction of the share capital of El Oro by the
cancellation of the Scheme Stock Unils by way of a capital reduction
under Section |35 of the Act

the Registrar of Companies in England and Wales
the Uncertificated Securities Regulations 2001 (SI Mo. 2001/37535)

the agreement concerning the relationship between the Company and
its controlling stockholders dated 1 July 2003 between the Company,
Robin Parish, Emma Houston, The Hon. Mrs. E. C. Parish, Caroline
Zegos and Suzanne Kumaramangalam

all El Oro Stockholders except Robin Parish

§37.662 of the FI Oro Stock Units currently held by Robin Parish
which are to be redesignated as B Shitres and then cancelled pursuant
to the Scheme

the scheme of arrangement of El Oro under Section 425 ol the Act in
order to effect the proposed Reconstruction of El Oro

the RP Stock Units (as redesignated) and the Danby Stock Units

the share purchase agreement entered into between El Oro and
Brickleal in respect of the entire shire capital of Danby together with a
related tax deed ol covenant

a loan in the sum of £24.999 repayable to Danby by Spital Squire
Limited which is and shall remain an asset of Danby for the purposes of
the proposed Scheme

pounds sterling and reference 1o “pence’™ and *p'* shall be construed
accordingly

Taxation of Chargeable Gains Act 1992
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“uncertificated” or “in
uncertificated form”

“UK™ or “United Kingdom"
“UJK Listing Authority™

“US”, “United States of
America” or *United Slates”

“Voting Record Time”

swalcot Hall and Estate”
ar“Waleot™

For the purpose of this document.

set out i the Act.

recorded on the relevant register as being held in uncertificated form in
CREST and title to which may be transferred by means of CREST

the United Kingdom of Great Britain and Northern Ireland

the Financial Services Authority as the competent authority for listing
in the United Kingdom under Part 6 of the Financial Services and
Markets Act 2000

the United States of America, s territories and possessions, any state
of the United States of America, the District of Columbia, and all other
areas subject to its jurisdictions

.00 p.m. on 27 November 2004 or, if the Court Meeting is adjourned,
48 hours before the time fixed for such adjourned meeting

the frechold property known as Walcot Hall and Estate, Lydbury
North, Shropshire SY7 8AZ (including its contents, relevant fixtures
and fittings and the Powis Arms public house and its contents. fistures
and fittings) further details of which are set out in Part 7 of this
document

“gubsidiary”” and “subsidiary undertaking” have the respective meanings
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LETTER FROM THE INDEPENDENT DIRECTORS OF EL ORO

El Oro and Exploration Company p.l.c.

{ incorporated and registered in England ared Wales under
the Companies Acts 1862- 1900 with registered mumber 80405

Diregtors Registered Office:
CRW Parich { Chairman ami Managing Director ) 41 Cheval Place
The Hon. Mis. EC Parish ( Executive Direcior ] London
EW Houston | Non-Executive Direcior) SW7 IEW

DRL Hunting | Non-Executive Divector)
RE Wade | Non-Executive Director)
1A Wild ¢ Nan-Execuiive Drector)

5 Movember 2004

T El Ore Stock holdders

Dear El Oro Stockholder.

Proposed Disposal of Danby
Proposed Reconsl ruction of El Oro and Exploration Company p.l.c.
by means of a scheme of arrangement under Section 425 of the Act
involving a reduction of ca pital under Section 135 of the Act

1. Introduction

The Independent Directors of £l Oro announced on 15 October 2004 that they had reached agreement in
principle on the lerms of the Disposal of Danby, on a debt free, cash free basis, 10 Perceval, a newly
incorporated company wholly owned by your Chairman, Robin Parish.

The value of Danby has been agreed al £3.215 million. 1t is proposed that 817.662 El Oro Stock Units
presently owned by Robin Parish be redesignated and cancelled pursuant 1o the Scheme. As announced on
15 October 2004, the number of RP Stock Units to be redesignated and cancelled was calculated by reference
1o the Market Price. namely 385p.

The Disposal is therefore Lo be implemented via a scheme of arrangement unter Section 425 of the Act
pursuant 1o which the RP Stock Units will be redesignated and ca neelled by way of a reduction of capital in
consideration for Danby wlimately being transferred 1o Perceval.

This transaction is a related party transaction due to the fact that Robin Parish, a substantial sha reholder in
El Oro and an El Oro Director, has a significant interest in Perceval. 1t is also a related party transaction in
respect of Robin Parish’s mother, The Hon. Mrs. E. C. Parish, a likely protecied tenant of Walcot {Danby’s
principal asset) and an El Oro Director. The Disposal 15 therelore subject 1o independent approval ol the
El Oro Stockholders in respect of these related party transactions and in respect of the fact that 1 is a
cubstantial properly transaction between El Oro and Robin Parish (and his conneeted persons) under
Section 320 of the Act.

in view of the involvement in this transaction of Robin Purish and his mother, The Hon. Mrs. E. C. Parish,
the Independent Directors have considered the merits of the Disposal on behall of Court Meeting
Srockholders and we are now writing to provide you with information on the background to and reasons for
the Disposal and to summuarise the mechanics of the Scheme and, n particular, to explain why the
Independent Direclors consider the Disposal to be in the best interests of the Company and Courl Meeting
Srockholders. Robin Parish has not participated in the private discussions that the Independent Directors

have had in relation 1o the Disposal.

The Disposal 1 conditional. amongst other things, upon the approval of the Cour Meeting Stockholders al
the Court Meeting convened by the Court and the El Oro Stockholders at the El Oro EGM which are to be
held on 20 November 2004 and also on the sanction of the Seheme by the Court. Further details of the
Scheme and the Court process are set out in the Explanatory Stalement in Part 3 of this document.
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Alter the Disposal, the Company will hold its existing portfolio of listed and unlisted investments and its
investment in 1&M, 1t will continue to hold its existing property portfolio, including Cheval Place which has
been transferred out of Danby lor cash, as described below.

2. Background to the Disposal
As al the date of this document, the assets of Danby comprise the following:

{a) Walcot Hall and Estate (including certain fixtures and fittings) which have been valued by FPDSavills
at E3.1 mullion;

(h) farming stock and debtors of approximalely £6,000;
(c) the Spital Loan:

(d) one ordinary share of £1 (representing a 20 per cent. sharcholding in the capital of Spital Square
Limited): and

fed  the Danby Stock Units,

On | November 2004, Cheval Place was bought for cash by El Oro from Danby for an agreed valuation of
£750,000. The cash proceeds received by Danby from El Oro for Cheval Place will be used to settle creditors
and other liabilities. Any remaining cash will be distributed 10 El Oro by way of dividend. There will be no
cash in Danby at the Effective Date of the Scheme, save for that left 1o discharge outstanding liabilities.

Wieleor Hall and Extate

Walcot Hall and Estate, which is owned by Danby, is the family home of the Parish family. It was purchused
by Rohin Parish’s father in 1956 for Danby with money loaned to Danby by The Hon. Mrs. E. C. Pansh.

The purchase was made at a time of international tension following the Korean War in 1952, the Suez Crisis
in 1956 and the ongoing Cold War. It was intended to be a base for other companies in the event of an
evacuation o London and also to provide office accommodation and filing space for the El Oro Group's
investment business.

A lease has existed since 1957 between the Company and The Hon. Mrs. E. C. Parish, allowing her to live al
Walcot as a tenant. Robin Parish and his wife and children have lived at Walcot since 1999 and pay an
annual rent. In addition, Suzanne Kumaramangalam, the eldest daughter of The Hon. Mrs, E. C, Panish,
and her family have for a considerable number of years also lived at Walcol.

The Independent Directors have received legal advice that the assumption made in FPDSavills’ valuation of
Walcot set oul in Part 7 of this document, that the tenancy of The Hon. Mrs. E. C. Parish is a protected
tenancy, is extremely likely 1o be correct, although due (o the absence of information on apphicable ruteable
values for the time of grant of the tenuney in 1957, this cannot be stated with absolute certamty.

Initially. the stable block and outbuildings of Walcot were subdivided into flats which were on residential
leases. More recently, part of Walcot and some of these apartments have been adapted for holiday
accommodation and a1 weddings business. Danby receives income from the lease of the Powis Arms public
house and agricultural income from the farming business. A staff of six is employed by Danby to manage and
run Walcot,

In addition to Walcol estate’s need for capital expenditure and maintenance ¢ach year, the businesses
described above operate al a loss, all of which require funding by the Company and cause diversion of
management time.

For some time now, the Board, including Robin Parish himself, has recognised that it is not appropriate for
the Company, as a listed entity, 1o own the Parish family home. In addition, from a management point of
view, Danby is primarily a trading and agricultural concern which has not sat casily within El Oro with its
locus as a share and securities dealing company.

Walcot has been valued by FPDSavills, on the basis of its existing condition, certain fixtures and fittings and

the likely protected tenancy, at £3.1 million, FPDSavills” valuation report is set out in Part 7 of this document
and is available for inspection by El Oro Stockholders at the registered office of the Company.

Danby Stock Unirs

The Danby Stock Units will be cancelled as part of the Scheme without a repayment of capitul. The amount
arising in the Company’s balance sheel as a result of the cancellation of the Danby Stock Units will be
transferred 1o the Company's distributable reserves.,



3. The Implementation of the Scheme

It is proposed that Danby will be transferred to Perceval by means of a scheme of arrangement under

Section 425 of the Act. The Scheme will involve & reduction of capital under Section 135 of the Act. Prior 1o

that part of the Reconstruction requiring Court sanction taking effect. the following steps are expected 1o

have taken place as part of the overall Reconstruction:

I.  the entire issued share capital of Danby will be ransferred to Brickleal (a newly incorporated wholly
owned subsidiary of El Oro) in exchange for an issue of shares by Brickleal to El Oro (and to the
Additional Danby Shareholders in proportion to their current shareholdings in Dunby) upon the terms
of the SPA between El Oro and Brickleal (which shall include an indemnity given by El Oro (o
Brickleaf in relation to certain tax and other liabilities of Danby). Further details of the SPA are set oul
in paragraph 5.5 of Part 8 of this document; and

§=d

Brickleal will be placed into a member’s voluntary liguidation and a Liguidator will be appointed over
the assets of Brickleal. The reason for liquidating Brickleal as part of the Reconstruction is in order
that the transfer of Danby to Perceval will constitute a capital, rather than income, distribution for tax
purposes. The inclusion of this step is not expected o add significantly to the cost of the transaclion.
Pursuant to the Scheme, the following steps are expected to take place:

| the RP Stock Units will be redesignated (as deseribed at step 2 below) and cancelled by way of a
reduction of capital pursuant to the Scheme. As a consequence Rabin Parish's holding in E1 Oro will be
reduced from 14,10 per cent. of the issued share capital of El Oro to 7.72 per cent. (luaking into account
the cancellation of the Danby Stock Units described at step 4 below);

prior to the Reduction, the RP Stock Units shall be redesignated as “B” Shares. The market value of
the R Stock Units (as redesignated) cancelled (judged by reference Lo the Market Price) will equate to
the agreed value of Danby, £3.225 million, rounded up to the nearest El Oro Stock Unit (taking into
account the cancellation of the Danby Stock Units described at step 4 below),

3 at the direction of the Liguidator, Brickleal shall transfer the assets of Brickleal availuble for
distribution in its winding up to Pereeval and shall assign the benefit of the SPA to Perceval

the Danby Stock Units will also be cancelled pursuant to the Reduction; and
5 Perceval will issue 50 additional shares in the share capital of Perceval 1o Robin Parish in consideration
of the transfer at step 3 above.
Upon the Scheme becoming effective, Danby will become a wholly owned subsidiary of Perceval.
The Scheme is subjeet to 4 number of conditions, including approval by the Court Meeting Stockholders and
the sanction of the Court, The full conditions to the implementation of the Scheme are set out in Part 5 of this
document.

I

4. Reasons for the Disposal

The Independent Directors consider that the Disposal and the Scheme are in the best interests ol Court
Meeting Sharcholders for the following reasons:

fal Investor percepiion

As outlined above, Walcot and its associated activities are incompatible with and divert management lime
from the core El Oro business. The Board 15 also concerned that continued ownership of Walcol by El Oro is
unsatisfactory and unacceptable in the views of investors and potential investors in the Company.

(b Elfmination of lesses

A< described above, Danby has sustained a trading loss in each of the last five years which has averaged
£57.000 per annum and it is expected to continue 1o do so in the foreseeable future. For the year ended
3] December 2003, the loss on ordinary activities before tax was £91,084. The Disposal will result in the
climination of such losses for the El Oro Group going forwird.
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fe)  Enhanced EPS and net assets per Ef Oro Stock Unit

The cancellation of the Scheme Stock Units will lead 1o a reduction in the issued share capital of El Oro and
hence an immediate increase in EPS and net assets per El Oro Stock Unit. Set out below is a pro forma
caleulation based upon the unaudited interim results of the El Oro Group for the six month period ended
30 June 2004:

Mt assets as at 30 June 2004 £26.2 million
MNumber of El Oro Stock Units in issue 11,933,248
Nel assets per El Oro Stock Unit as at 30 June 2004 219p
Adjusted net assets as at 30 June 2004 (1o reflect the net assets of Danby leaving the

El Oro Group) E24.9 million
Adjusted number of El Oro Stock Units inissue (1o reflect the cancellation of the

Scheme Stock Units) 10,941,051
Adjusted net assets per EI Oro Stock Unit as at 30 June 2004 228p
Percentage increase in net assets per El Oro Stock Unit 4.1

The pro forma financial information has been extracted from the unaudited pro forma statement of net
assets of the El Oro Group set out in Part 4 of this document. All figures above are at book value and not
adjusted to reflect the market value of the investments held.

In the view of the Independent Directors, this illustrative increase in net assets per El Oro Stock Unit should
flow through to the market share price for each El Oro Stock Unit.

El Oro Stockholders should read the whole of this document and not just rely upon the key or summarised
information sel out above.

(i) Redweed dividend cost

The cancellation of the Scheme Stock Units pursuzant to the Scheme will lead to a reduction in the dividend
cash outlay to El Oro Stockholders. The dividend paid for the year ended 31 December 2003 was 11 pence
per El Oro Stock Unit. At that level of dividend. the cancellation of the Scheme Stock Units would save the
Company approximately £109,142 per annum.

fe)  Considerarion of alternative options

As an allernative to the Scheme, the Independent Directors have considered the possibility of marketing
Walcot more widely and selling it to a third party. However, they have also taken account of the following
(actors:

e although Walcot is perceived to be a “trophy asset™, the absence of vacant possession due 1o The
existing likely protected tenancy. at a time of a weakening property market generally, may, in the view
of the Independent Directors, be a significant deterrent (o a prospective buyer,

. Walcol itsell is in need of substantial modernisation and redecoration which would be lor the account
of 4 new purchaser. In particular, there is extensive asbestos throughout the house which would be both
hazardous and expensive Lo remove: and

o itislikely that a third party buyer may prefer to acquire Walcot Hall rather than Danby, which would
leave Fl Oro 10 deal with the ongoing loss making accommodation and agricultural businesses.

4, Tax implications

The Independent Directors are advised that the proposed transactions are believed to constitute a scheme of
reconstruction for the purposes of Section 139 TCGA 1992. Where this Section applies, the transfer of
Danby from Brickleal 1o Perceval will be treated as taking place on a tax neutral basis (i.e. no gain or loss
arises) lor the purposes of corporation tax on chargeable gains and no liability will therelore arise on
Brickleal or the El Oro Group.

This treatment will not apply if the scheme of reconstruction is not effected for bona fude commercial
purposes and if the main purpose (or one of the main purposes) of the arrangements is the avoidance of
corporation tax. income tax or capital gains tax. The Independent Directors are pleased to confirm that
clearance has been received from the Inland Revenue that, in its view, the proposed arrangements do not



constitute such an avoidance scheme and Section 139 TCGA 1992 above should not, on those grounds, be
prevented from applving.

The Independent Directors are further advised that in accordance with its practice. the Inland Revenue will
not give confirmation that the proposed arrangements constitute i scheme of reconstruction for the purposes
of Section 139 TCGA 1992 because such confirmation does not form part of the statutory clearance
procedure, but it is believed that it is exceedingly rare for the Inland Revenue to grant such a clearance in
cases which it has reservations as 1o whether they fall within the definition of & reconstruction for these
purposes.

Accordingly. the Independent Directors believe that the transactions ought not to give rise to any tax hability
on the El Oro Group on its disposal of Danby.

In addition, the Infand Revenue has given notice under Section 707 ICTA 1988 that it is satisfied that the
provisions of Section 703 ICTA 1988 (cancellation of tax advantages from certain transactions in securities)
ought not to apply to the proposed arrangements.

The reason for liquidating Brickleaf as part of the Reconstruction is in order that the transfer of Danby to
Perceval will constitute a capital, rather than income, distribution lor tax purposes.

6. Conclusion of the Independent Directors

The Independent Directors accordingly consider that the proposed Disposal of Danby pursuant to the Scheme
af the present time is a long overdue resolution to an unsatisfactory situation and provides certainty on terms
which are attractive to the Company and in the interests of Court Meeting Stockholders.

7. Current trading and future prospects for El Oro

On 15 September 2004, EI Oro announced its unaudited interim results for the six month period ended
30 June 2004 1n that period. the El Oro Group’s profit on ordinary activities before tax was £437,357 {2003
£801,684). Group net assets, taking investments at market value, were £61,544.417 (equal to 516p per El Oro
Stock Unil) against £64,963,076 at 31 December 2003 (equal to 544p per El Oro Stock Unit) u decrease of
£3.418.659 and a decrease of 5.26 per cent. compared with a rise of 0.96 per cent, for the FTSE All Share over
the same period. These figures have been extracted without material adjustments from the unaudited interim
results for the six months ended 30 June 2004

The Board considers that El Oro has a balanced portfolio of investments and is well placed o weather
uncertain market conditions. Consequently, the Board views the future prospects of El Oro with confidence
and in line with the El Oro Directors” expectations for the remainder of the current financial year.

El Oro Stockholders should read the whole document and not just rely on the key or summarised
information.

8. Mectings in commection with the Scheme
fa) Courr Meeting

[ue to his interests in and association with El Oro and Perceval, his interests under the proposed Scheme,
and in order to ensure that each group of El Oro Stockholders whose interests and rights are similar are able
1o consult as to their common interests in connection with the Scheme and that the approval of the Scheme
fairly represents the views of cach such group, Robin Parish is treated as being in a separate cluss [rom the
other El Oro Stockholders for the purposes of approving the Scheme. Also, in view of The Hon.
Mrs. E. C. Parish’s tenancy of Walcot and her daughter Suzanne Kumaramangalam having been a resident
of Walcol for some years, they are being treated as being in a separate class from the other El Oro
Stockholders. In addition, as it is proposed 1o reduce and cancel the Danby Stock Units pursuant to the
Scheme, Danby is also treated as being in a separate class from the other El Oro Stockholders. Inany event,
Danby is prohibited under Section 23 of the Act from voting its El Oro Stock Umits at any meeting of the
Company or any class of its members as El Oro is its holding company.

Similarly, 1&M is prohibited under Section 23 of the Act from exercising any right to vote its El Oro Stock
Units at any meeting of the Compuny or any class of its members, by virtue of it being a wholly owned
subsidiary of the Company

Accordingly there will be one Court Meeting of Court Meeting Stockholders 1o approve the Scheme
comprised of all El Oro Stockholders except for Robin Parish, The Hon. Mrs. E C Parish.
Suzanne Kumarnmangalam, Danby and 1&M. However, in view of the cxistence of the Relationship
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Agreement, described further in paragraph 5.2 of Part 8 of this document, none of the Parish Family will
participate in the vote at the Court Meeting. The Scheme will require the approval of the Court Mecting
Stockholders. Robin Parish, The Hon. Mrs. E. C. Parish, Suzanne Kumaramangalam. Danby. William
Fraser. 1&M and Perceval have undertaken, and the Liguidator will undertake, to be bound by the Scheme.

Pursuant to an order of the Court, the Court Meeting has been convened for 29 November 2004 at 1100 a.m.
at which meeting, or at any adjournments thereof, Court Meeting Stockholders (other than the Parish
Family) will consider and, if thought fit, approve the Scheme. The Court Meeting will be held at The Cavalry
and Guards Club, 127 Piceadilly, London W11 7PX.

Your attention is drawn to the notice of Court Meeting contained in Part 9 of this document.

Al the Court Meeting, voting will be by poll and each Court Meeting Stockholder entitled to attend (and nol
otherwise ineligible 1o vote) and who is present in person or by proxy will be entitled to one vote for cach El
Oro Stock Unit held, The statutory majority required to approve the Scheme al the Court Meeting is a
simple majority in number of those Court Meeting Stockholders present and voting either in person or by
proxy) at the Court Meeting representing not less than 75 per cent. in nominal vialue of El Oro Stock Units
held by such Court Meeting Stockholders.

It is particularly important that as many votes as possible are cast at the Court Meeting so that the Court may
be satisfied that there is a fair representation of El Oro Stockholder opinion. Court Meeting Stockholders are
therefore strongly urged to return their completed and signed BLUE Forms of Proxy as soon as possible
whether or not they intend to be present ai the Court Meeting,

If the Scheme becomes effective, it will be binding on all El Oro Stockholders irrespective of whether (if so
entitled) they attended the Court Meeting and irrespective ol the manner in which they voted.

ib) El Ora EGM

For the purpose of giving effect to the Scheme, the E1 Oro EGM has been convened for 29 November 2004 ul
11.05 wm. (or. if later, immediately following the conclusion or adjournment of the Court Meeting). At the
El Oro EGM. or al any adjournment thereof, El Oro Stockholders (who are not ineligible 1o vote) will
consider and, if thought fit, pass the resolutions set out in the notice of the El Oro EGM. The El Oro EGM
will be held at The Cavalry and Guards Club, 127 Piccadilly, London W1 7PX.

Your attention is drawn to the notice of the El Oro EGM contained in Part 10 of this document.
A special resolution is proposed to be passed ut the EI Oro EGM to approve the following:

(i) the Scheme,

(i) the Redesignation; and

(iii)  the Reduction.

In order to pass the special resolution. not less than 75 per cent. of the votes cast by El Oro Stockholders
must be in favour,

Ordinary resolutions are proposed to be passed at the EI Oro EGM in comnection with the following:

(i) toapprove cach of the related party trunsictions inherent in the proposed Scheme: and

(ii) 1o approve the substantial property transaction inherent in the proposed Scheme.

In order Lo pass ordinary resolutions, more than 50 per cent. of the votes cast by El Oro Siockholders must
be in favour

I is proposed that the voting at the E1 Oro EGM will be conducted by way of poll, and accordingly. save as
set out below, El Oro Stockholders present in person or by proxy will be entitled to one vote For each El Oro
Stock Unit held by them in respect of each resolution.

Robin Parish and The Hon, Mrs. E. C. Parish will abstain, and will take all reasonuble steps to ensure that
their respective associates abstain, from voting on the ordinary resolution relating to their respective related
party transaction,

In view of the existence of the Relationship Agreement, none of the Parish Family will participite in voting
at the El Oro EGM. In addition, as described above, as El Oro is the holding company of Danby and 1&M,
Danby and 1&M are prohibited under Section 23 of the Act from exercising any right to vote their El Oro
Stock Units at any meeting of the Company.
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Implementation of the Scheme will also require the subsequent sanction of the Court at a hearing at which all
Court Meeting Stockholders who are entitled to attend and vote at the Court Meeting may be present and
heard in person or by counsel 10 support or appose the sanctioning of the Scheme, The order of the Court
sanctioning the Scheme will need to be registered by the Registrar of Companies in England and Wales in
order for the Scheme to become effective.

9,  Action to be taken
you will find enclosed with this document:

{a) a BLUE Form of Proxy (il you are a Court Meeting Stockholder eligible 1o vote) for use in respect of
the Court Meeting to approve the Scheme; and

(b} a WHITE Form of Proxy (il you are eligible to vote) for use in respect of the E1Oro EGM.

Please complete and sign both Forms of Proxy i accordance with the instructions printed thereon and return
them either by post or by hand to Lloyds TSB Registrars at The Causewny, Worthing, West Sussex
RBNYY 6ZL so as 1o be received as soon s possible and in any event by no later than 11,00 a.m. in respect of
the Court Meeting, and 11,05 a.m. in respect of the El Oro EGM., in each case on 27 November 2004.

If the BLUE Forms of Proxy for use at the Couri Meeting are nol Jodged by the relevant time, they may be
handed to the chairman of the Court Meeting immediately prior to the Court Meeting. However, il the
WHITE Forms of Proxy for use at the El Oro EGM are not lodged so as 1o be received al least 48 hours
before the El Oro EGM and in accordance with the instructions printed thereon they will be mvalid.

The completion and return of a Form of Proxy will not prevent you from attending and voting in person al
the Court Meeting and the El Oro EGM, or any adjournments thereof. 1 you so wish.

10,  Further information
Y our attention is drawn in particular to the Explanatory Statement set out in Part 3 of this document which
pives further details of the Scheme, the unaudited pro forma statement of net assets of the El Oro Group set
oul in Part 4 of this document and the valuation of Walcot Hall and Estate by FPDSavills set out in Part 7 of
this document.

We set oul below a reconciliation between the existing market value and the book value of Witlcot and Powis
Arms included in the Company’s latest published annual accounts:

Walead
i exchiding
Powis Arms ) Powis Armx

Book value per linancial statements for the year ended 31 December 2003 £529,194 £350,000
Uplift in market value £2,220,806 il
Market value as at 4 October 2004 per FPDSavills’ independent valuation £2.750.,000 E350,000

=—;—l

11. Recommendation

The Independent Directors, who have been so advised by BDO Stoy Hayward Corporate Finance. consider
that the terms of the Disposal are fair and reasonable so far as the EI Oro Stockholders are concerned and
that all the matters contained in the resolutions set out in the notice of the E1 Oro EGM are in the best
interests of the EI Oro Stockholders as a whole. In providing its advice, BDO Stoy Hayward Corporate
Finance has taken into account the commercial assessments of the Independent Directors.

Accordingly the Independent Directors gnanimously recommend that Court Meeting Stockholders vote in
favour of the resolution to be proposed at the Court Meeting and the resolutions to be proposed at the El Oro
EGM as they intend to do in respect of their own aggregate beneficial holdings of 75,960 El Oro Stock Units,
representing approximately 0.64 per cent. of the existing issued E1 Oro Stock Units and approximately
1.44 per cent. of the existing ¥l Oro Stock Units held by the Court Meeting Stockhalders (eligible to vote in
view of the existence of the Relationship Agreement).

The Independent Directors consider the terms of cach transaction with a related party as described in
paragraph 1 above to be Fair and reasonable os far as Court Meeting Stockholders are concerned and in the
best interests of the EIl Oro Stockholders as a whole. The Independent Directors unanimously recommend that
El Oro Stockholders vote in Favour of resolutions 2 and 3 at the E1 Oro EGM as they intend to do in respect of
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their own aggregate beneficial holdings of 75,960 El Oro Stock Units (representing approximately (.64 per
cent. of the existing EI Oro Stock Units and approximately 1.44 per cent. of the existing issued EI Oro Stock
Units of El Oro Stockholders (eligible to vote in view of the existence of the Relationship Agreement),

Yours faithfully

Anthony Wild David Hunting Robert Wide



PART 3

EXPLANATORY STATEMENT FROM BDO STOY HAYWARD CORPORATE FINANCE
{in compliance with Section 426 of the Companies Act 1985)

BDO Stoy Hayward LLP
8 Baker Street London Wi 3LL
Telephone: +44 (0120 7486 5888
Facsimile: +44 (020 7487 3684
BDO Stoy Hayward
Corporate Finance

5 November 2004
To Ef Oro Stockholders

Dear Sir or Madam,

Proposed Disposal of Danby
Proposed Reconstruction of El Oro and Exploration Company p.l.c.
by means of a scheme of arrangement under Section 425 of the Act
involving a reduction of capital under Section 135 of the Act

1. Introduction

The Independent Directors of El Oro announced on 15 October 2004 that they had reached agreement in
principle on the terms of the Disposal of Danby, on u debt free, cash free basis, (o Perceval, a newly
incorporated company wholly owned by your Chairman, Robin Parish.

The Disposal is to be effected by means of a scheme of arran gement of El Oro under Section 425 of the Act
and is subject, amongst other things. to the sunction of the Court, I the Scheme becomes effective, Dunby
will become a wholly-owned subsidiary of Perceval.

Ihis Explanatory Statement sets out a summary of the provisions of the Scheme. A copy of the Scheme 1s sl
out in full in Part 6 of this document. You are recommended 1o read the whole of this document, all of which
forms part of this Explanatory Statement,

2. Pre-Scheme Events

Prior to the Court sunctioned aspects of the Scheme taking effect, the following steps are expected 1o have
tuken place as part of the overnll Reconstruction:

() the entire issued share capital of Danby will be transferred to Brickleal (a newly incorporated wholly
owned subsidiary of El Oro) in exchange for an issue of shares by Brickleal 1o El Oro (and 1o
Additional Danby Shareholders in proportion to their current shareholdings in Danby) upon the terms
of the SPA between El Oro and Brickleal (which shall include an indemnity given by El Oro 1o
Brickleal in relation to certain tax and other liabilities of Danby); and

(b)  Brickleal will be placed into a member’s voluntary liquidation and the Liquidator will be appointed
over the assets of Brickleal for the reasons described in paragraph 3 of Part 2 of this documeni.

J. Summary of the terms of the Scheme
Pursuant to the Scheme. the following steps are expected 10 take place:

(i) the RP Stock Units will be redesignated (as described at step (b) below) and cancelled pursuani 1o the
Reduction. As a consequence, Robin Parish’s holding in El Oro will be reduced from 14.10 per cent, of
the issued share capital of El Oro to 7.72 per cent. (taking into account the cancellation of the Danby
Stock Units described at step (d) below). The markel value of the RP Stock Units (as redesignuted as
"B Shares and cancelled) judged by reference to the Market Price, will equate to £3.225 million, the
agreed value of Danby rounded up to the neirest El Oro Siock Unit (takin £ into account the
cancellation of the Danby Stock Units described at step (d) below);

th)  prior 1o such Reduction, the RP Stock Units shall be redesignated as “B" Shares;
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{c) at the direction of the Liquidator, Brickleal will transfer the assets ol Brickleal available for
distribution in its winding up to Perceval and shall assign the benefit of the SPA 1o Perceval:

(d)  the Danby Stock Units will also be cancelled pursuant to the Reduction; and

(¢} Perceval will issue 30 additional shares in the share capital of Perceval to Robin Parish in consideration
of the transfer ut step 3c) above.

4.  Conditions

The Scheme is subject to the conditions set out in Part 5 of this document., including the approval of the terms
ol the Scheme by the requisite majority of Court Meeting Stockholders at the Court Meeting and the El Oro
EGM and the sanction of the Scheme by the Court, further details of which are set out at paragraph 13 of
this Part 3.

The Scheme also requires the approval of the El Oro Stockholders because it constitutes a substantial
property transaction between El Oro and one of its directors (and his connected persons) under Section 320
of the Act and because it constitutes a related party transaction in respect of Robin Parish and in respect of
The Hon. Mrs. E. C. Parish.

The Scheme will not become effective until the registration by the Registrar of Companies of the relevant
Court order which, subject to the sanction of the Scheme and confirmation of the Reduction by the Court, is
expected Lo occur on 14 January 2005,

The Reduction requires the approval of the El Oro Stockholders and the confirmation of the Court unider the
Act and will not take place unless the Scheme becomes effective,

The Scheme will not become effective unless all the conditions of the Scheme have been satisfied by close of
business on 31 March 2005, or such later date (F any) as the Court may approve.

The Compuny will pul in place such form of creditor protection (if any) in respect of the proposed reduction
of capital as the Court may direct,

5. The Heads of Terms, the SPA and the Deed of Warranty

Pursuant 1o the SPA entered into belween El Oro and Brickleal the entire share capital of Danby was
transferred to Brickleal in consideration of the allotment by Brickleal of ordinary shares in its share capital.

The terms of the SPA are based on the Heads of Terms which also form the basis of the terms of the Scheme,
Pursuant (o the Heads of Terms, the Company agreed with Robin Parish to the indirect disposal of Danby 1o
Perceval in considerution of the reduction of the RP Stock Units (as redesignated). The Company
additionally agreed to provide an indemnity to Brickleaf tand its assignee) in respect of liabilities incurred by
Danby in connection with certain potential tax linbilities of Danby, but excludes. among other items,
liabilities associated with the ownership of Walcot.

It is intended that the SPA will be assigned to Perceval pursuant to the Scheme. The terms of the SPA are
summarised at paragraph 5.5 of Part 8 of this document.

Rohbin Parish has entered into a Deed of Warranty for the benefit of the Company, pursuant to which Rabin
Parish warrants that he s not gware of any items of fine art or antigues located al Walcot Hall and belonging
to Danby in respect of which there is an erroneous attribution and that he knows or believes to be of a value
significantly in excess of that reflected in the audited accounts of Danby for the year ended 31 December 2003
or taken into account by the Independent Directors in reaching agreement over the value of Danby [or the
purposes of the Disposal,

The Heads of Terms, the Deed of Warranty and the SPA are available for inspection as set out in Part 8 of
this document.

6.  Related Party Transactions

Robin Parish is a related party of El Oro (ag defined in the Listing Rules) and the Disposal of Danby to
Perceval (an “associate’ as defined in the Listing Rules) pursuant 1o the Scheme will be o transaction with a
related party, which will require the approval of El Oro Stockholders. The Disposal to Perceval, a company
wholly owned by an associate of The Hon. Mrs. E. C. Parish (a likely protected tenant of Walcot and an El
Oro Director), will also be a transaction with a related party (as defined in the Listing Rules), which will
require the approval of El Oro Stockholders. These approvals will be sought at the El Oro EGM in respect of
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the related party transactions. Robin Parish, The Hon. Mrs. E. C. Parish and their associates will not be
voting on these or any resolutions at the El Oro EGM,

7. Information on El Oro

Information on current trading and future praspects of Fl Oro is included in paragraph 7 of the Independent
Directors’ letter in Part 2 of this document.

8.  Financial Effects of the Reconstruction on Scheme Stockholders

Your attention is drawn to Part 4 of this document, which contains an unaudited proforma statement of net
assets of the El Oro Group to illustrate the effect of the Disposal as if it had taken place on 30 June 2004,
Further, the financial effect upon the net assels per El Oro Stock Unit is outlined in paragraph 4(c) of Part 2
of this document.

9. The El Oro Directors and the effeet of the Scheme on their interests

El Oro Stock Units held by El Oro Directors will be subject 10 the Scheme although for the purposes of the
Court Meeting and the El Oro EGM, those El Oro Directors who are members of the Parish Family, numely
(Robin Parish, The Hon. Mrs. E. C. Parish and Emma Woodbine Houston) and their associates will not be
participating in the votes.

The effect of the Scheme on the interests of the El Oro Directors other than Robin Parish and The Hon.
Mrs. E. C. Parish does not differ from its effect on the like interests of any other person.

There is no proposal to change the Board of El Oro.

10, Management and Employces

No chunge will be made 1o the employment terms and rights of the management and emplovees of Fl Oro or
Danby following the Reconstruction,

11. Taxation

The following comments in relation to UK legislation and Inland Revenue practices are intended as a general
guide only and are based on the understanding of the El Oro Directors of UK revenue law and published
practice in effect as at the date of this document. This revenue law and published practice may be subject to
change, including changes with retrospective effect. In relation to the UK, these comments deal only with the
position of El Oro Stockholders who are resident or, in the case of individuals, ordinarily resident in the UK
for tax purposes at all relevant times, who are the absolute beneficial owners of their EI Oro Stock Units, in
circumstances where any dividends paid are regarded for UK taxation purposes as that person’s own income
(and not the income of some other person), and who hold their El Oro Stock Units as an investment. In
addition. in relation to the UK, these comments do not deal with certain types of stockholder, such as
persons holding or acquiring shares in the course of a trade, collective investment schemes and insurance
companies, This summary does not purport to be a complete analysis or listing of all the potential tax
consequences of the Scheme.

fa) UK Taxation

The proposed transactions are believed 1o constitute a scheme of reconstruction for the purposes of both
Sections 136 and 139 TCGA 1992,

The Remaining Stockholders, whilst being interested partics whose investments might increase in value as u
result of the Reconstruction, are nonetheless not themselves directly participating in the transactions
involved in the proposed arrangements and thus are unaffected by the transactions for lax purposes.

Where Section 126 TCGA 1992 above applics, the transactions will be treated as a reorgamisation of the
share capital of El Oro so far as Robin Parish is concerned, and as such involving no disposal for the
purposes of capital gains tax of Robin Parish’s holding in El Oro to the extent that his RP Stock Units are
redesignated and cancelled. The shares Robin Parish receives in Perceval in exchange for his cancelled RP
Stock Units (as redesignated) will be treated for the purposes of capital gains tax as the same asset as his
orginal cancelled El Oro stockholding.

Where Section 139 TCGA 1992 applies, the transfer of Danby from Brickleal to Perceval will be treated as
taking place on a tax neutral basis (i.e. no gain or loss arises) for the purposes of corporation tax on
chargeable gains and no liability will therefore arise on Brickleal or the El Oro Group.
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LLOO a.m. on 29 November 2004, The implementation of the Scheme will also require the passing by El Oro
Stockholders (eligible to vote) of the special and ordinary resolutions to be proposed at the El Oro EGM 1o
be held at 11.05 a.m. on 29 November 2004 (or. if later, immediately following the conclusion or
adjournment of the Court Meeting).

Notices of both the Court Meeting and the El Oro EGM are sel out al the end of this document. If the
Scheme becomes effective, it will be binding on all El Oro Stockholders, irrespective of whether they attended
the Court Meeting or the El Oro EGM or whether or not they voted in favour of the Scheme.

fa})  Court Mevcting
Pursuant to an order of the Court. the Court Meeting for Court Mecting Stockholders has been
convened for 11.00 a.m. on 29 November 2004 1o enable the Court Meeting Stockholders (other than
the Parish Family) to consider and. if thought fit, approve the Scheme. The Court Meeting will be held
at The Cavalry and Guards Club, 127 Piccadilly. London W11 7PX. Your attention is drawn to ihe
notice of the Court Meeting contained in Part 9 of this document.

Al the Court Meeting, voting will be by poll and each Court Meeting Siockholder present in person or
by proxy will be entitled to one vote for each El Oro Stock Unit held (but the Parish Family will not
participate in the vote at the Court Meeting in view of the existence of the Relationship Agreement).
Further details of persons not entitled to vote at the Court Mecting are set out at piaragraph 8{a) of
Part 2 of this document. The approval required at the Court Meeting is that those voling to approve the
Scheme must:

() represent a simple majority in number of those Court Meetin g Stockholders present and voling in
person or by proxy; and

(i) also represent not less than three-quarters in nominal value of the El Oro Stock Units held by
those Court Meeting Stockholders present and voting in person or by proxy.

It is particularly important that as many votes as possible are cast at the Court Meeting so that the
Court may be satisfied that there is a fair representation of El Oro Stockholder opinion. You are
therefore strongly urged to return vour com pleted and signed BLUE Form of Proxy as soon as possible
whether or not you intend to be present at the Court Meeting. Details of the action vou should take and
instructions on completing the Forms of Prox y are given in paragraph 14 below.

ihl  ElOro EGM

The approval of El Oro Stockholders is required beeause the Disposal constitutes a substantial
property transaction between El Oro and Robin Parish (and his connected persons) under Section 320
of the Act and because it constitutes separate related party transactions (as defined in the Listing Rules)
between El Oro and Robin Parish and also between Fl Oro and The Hon, Mrs. E, C. Parish. Both the
Scheme and the Reduction require the approval of the El Oro Stockholders under the Act.

The El Oro EGM has been convened for 11.05 a.m. on 29 November 2004 (or, if later. immediately
following the conclusion or adjournment of the Court Meeting) to enable eligible El Oro Stockholders
to consider and, if thought fit, pass the following resolutions:

*  Resolution | will be proposed as an ordinary resolution to approve the Disposal from El Oro to
Perceval (of which Robin Parish is the sole sharcholder) as o substantial property transaction
under Section 320 of the Act;

L] Resolutions 2 and 3 will be proposed as ordinary resolutions 1o approve the Dhisposal 10 an
associate of Robin Parish (being a transaction with a related party) and to approve the Disposal
to Perceval, a company wholly-owned by an associate of The Hon. Mrs. E. C. Parish (such
Disposal being a transaction with a related party), respectively. Robin Parish, The Hon, Mrs. E.
C. Parish and their associates will not be votin g on these resolutions; and

& Resolution 4 will be proposed as a special resolution to approve the Scheme and to approve the
Redesignation and the Reduction.,

The special resolution requires approval by not less than 75 per cent. of the votes cast in person or by
proxy and the ordinary resolutions require approval by more than 50 per cent. of the votes cast in
person or by proxy,
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It is proposed that the voting at the El Oro EGM will be conducted by way of u poll and, accordingly,
subject as set out below, each El Oro Stockholder present in person or by proxy will be entitled 1o one
vote for each El Oro Stock Unit held.

The Parish Family will not participate in the votes at the El Oro EGM in view of the existence of the
Relationship Agreement.

As El Oro is the holding company of Dunby and 1&M. Danby and 1&M are prohibited under
Section 23 of the Act from exercising any right to vote their Fl Oro Stock Units at any meeting of the
Company.

14.  Action to be taken
You will find enclosed with this decument:

(a} a BLUE Form of Proxy (il vou are a Court Meeting Stockholder eligible to vote) for use in respect of
the Court Meeting to approve the Scheme: and

(b)  a WHITE Form of Proxy (if you are eligible 1o vote) for use in respect of the Bl Oro EGM,

IF you are a holder of El Oro Stock Units, whether or not you intend to attend these meetings in person, you
are requested to complete and sign both Forms of Proxy in accordunce with the instructions printed thereon
4s so0n as possible and return them either by post or by hand to Lloyds TSB Registrars at The Causeway,
Worthing, West Sussex BN99 671 50 as to be received as soon as possible and in any event by no later than
PLOU a.m. in respect of the Court Meeting for Court Meeting Stockholders and by no later than 11.05 o.m. in
respect of the El Oro EGM, in cach case on 27 November 2004 being the date 48 hours before the time fixed
for the relevant meeting,

If the BLUE Form of Proxy relating to the Court Meeting is not lodged by the relevant time, it may be
handed to the chairman of the Court Meeting immediately prior to the Court Meeting. However, in the case
ol the El Oro EGM, unless the WHITE Form of Proxy is lodged so as 1o be received by the time mentioned
above und in accordance with the instructions on that Form of Proxy, it will be invalid.

The completion and return of & Form of Proxy will not prevent you from attending and voting in person at
the Court Meeting or the El Oro EGM, or any adjournments thereof, if you so wish.

In relation to the WHITE Form of Proxy for the El Oro EGM, if you do not give specific voting instructions
on the special and ordinary resolutions to be considered at the El Oro EGM by plucing & mark in the
appropriate boxes, your proxy will be free 1o vote or abstain in relation to the special and ordinary
resolutions us he or she thinks fit. Unless you specifically instruct otherwise, your proxy may also vote or
abstain as he or she thinks fit on any other business (including any amendments to the special and ordinary
resolutions to be proposed ai the El Oro EGM) which miy properly come before the Bl Oro EGM, In
relation to the BLUE Forms of Proxy for the Court Meeting, # proxy appointed to vote in favour of the
Scheme may vote or abstain as he or she thinks fit on any modifications Lo the Scheme,

15, Further Information
The terms of the Scheme are set out in Part 6 of this document. Additional information regarding El Ovo is
set out in Part 8 of this document.

It is particularly important that as many votes as possible are cast at the Court M ceting so that the Court may
be satistied that there is a fair representation of EI Oro Stockholder opinion. You are therefore strongly urged
to return your completed and signed BLUE Form of Proxy as soon as possible whether or not vou intend to he
present at the Court Meeting.

Yours faithiully

BDO Stoy Hayward Corporate Finance



PART 4

UNAUDITED PRO FORMA STATEMENT OF NET ASSETS OF THE EL ORO GROUP

The following unaudited pro forma statement of net assets of the El Oro Group has been prepared for
illustrative purposes only lollowing the Disposal, It has been prepared to provide information about the
impact of the Disposal on the El Oro Group and because of its nature may not give a true reflection of the
financial position of the El Oro Group following the Disposal, It has been prepared on the basis that the
Disposal had been undertaken as at 30 June 2004 and on the basis set out in the accompanying notes.

Prio forenu
Aulfusementx poxi
Elive — Disporsianl
dih e Pre Dusposal 20 Hine
X Framsactions Dispasal Consolidation Consideraiion Cosry g
{ Nore 1) { Neie2) { Nevre 3 [ Nated ) { Note §) (Nared ) { Newe 7)
L0 £l LN £ £iNN) L0000 £iwi
Fixed asseis
Frechold property 390 89 (390 — Ei
Investment property 65 - {3500 = 255
Fixtures, fittings and
office equipment 275 5 (247 - 13
1.270 94 (987) - i
Currend asseis
Debtors due within one
yeur L] - if) — B95
Debtors duc over one
year 249 — - 9
Investments 17,904 - {159 152 — - 37,867
Cash and bank balances 122 {3055 i — (3300) {514)
38,954 (305) { 196) 152 - {330) IR
Creditors: due within
ane yesr (14,047 0 {380} — i13,741)
Nel curreni asseis 24,909 (305) 4910 {228) - 1330) 24,536
Net assels 26,179 (21 (4497) (228) = (330) 24,913
—_— e e PSS ke (P
Issued number of El
Oro Stock Units 11,933,248 -- (992, 197) 10,941,051
——— | —— —— — | ——
Mt assets per El Oro
Stock Unit 219p 228p
e — —
Noles:

The unaudited pro forma statcment of sl axsets has been prepeoeed on the following basis:

5

The net assets of the El Oro Group at 30 June 2004 have been exiracied from ihe unaudited interim resulis announeed on
13 Seprember 20604,

This represents the transfer of Cheval Plaoe amd its fixtures and fintings s book valie as at 30 June 2094 rom Danby 1o El Ovo for
LT50,000 in cash, This cash will be used 1o pay creditons of Danby (£24 10000 and inter-company halances (£ 180,000 1o elfect the
Pispeisinl on o debt free cashi frec basis an described in Par 2 of this document. The cash outfiow of E305 000 rellecis ihe net cach
leaving the El Oro Group being the payment Lo creditors nnd E6,000 retained 1o discharze Mture Habilities

The book vilue of the assets kaving the B Oro Growp with the Disposal, 15 the net assers of Iranby as o 30 June 2004 58 extriacted
from the eonsolidation schedules of ENOro for the interim period ended W0 Jume 2004,

This represents the reversal of consolilation adjustments no langer reguired following the Disposal,

This represenis the cancellation of the Dhanby Stock Unos hield by Danby for nil considerntion and the RP Stock Unils (as
redesipnated) in eonsiderstion for the transfer of Dunby 10 Brckleal, amounting to o nomimal value of E49,610: 5 corresponding
ummount being credited 1o the capitol redemprion reserve.

Estimated expenses relating 1o the Dispaosal

Noadjustments have been made to reflect the trading results of the El Oro Group since 30 Juse 2004

ke
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Set out below is a letter from BDO Stoy Hayward LLP in vespect of the unaudited pro forma statement of
net asscls.

B0 Stoy Hayward LLP
B Baker Streel
London WIL 311

B Stoy Hayward
Chartered Accountants

The Directors

El Oro and Exploration Company p.l.c.
41 Cheval Place

London

SW7IEW

5 Mowvember 2004
Dear Sirs
El Oro and Exploration Company p.lLe. (the “Company™)
Unaundited pro forma statement of net assets

We report on the pro forma statement of net assets set out in part 4 of the circular dated 5 November 2004
which has been prepared. for illustrative purposes only, 1o provide imformation about how the Disposal of
Danby Registrars Limited might have affected the financial information presented.

Responsibilities

It is the responsibility solely of the directors of El Oro and Exploration Company p.le. (“Directors™) to
prepare the pro forma stutement of net assets in accordance with paragraph 12.29 of the Listing Rules of the
LK Listing Authority (*Listing Rules™).

It is our responsibility 1o form an opimion, as required by the Listing Rules, on the pro forma statement of net
assets and 1o report our opinion to you. We do not accept any responsibility for any reports previously given
by us on any financial information used in the compilation of the pro [orma statement ol net assets bevond
that owed to those 1o whom we addressed those reports at the date of their issue.

Basis of opinion

We conducted our work in accordunce with the Statements of Investment Circular Reporting Standards and
Bulletin 1998/8 “Reporting on pro forma finuncial information pursuant to the Listing Rules™ issucd by the
Auditing Practices Board,

Our work, which involved no independent examination of any of the underlying financial information,
consisted primarily ol companing the unadjusted financial information with the source documents,
considering the evidence supporting the adjusiments and discussing the pro Forma statement ol net assels
with the Directors.

Oypinion

In our opinion:

() the pro forma statement of nel assets has been properly compiled on the basis stated;

(b)  such basis 15 consistent with the accounting policies of the Company; and

{c)  the adjustments are appropriate for the purposes of the pro forma statement of nel assels as disclosed
purswant to paragraph 12.29 of the Listing Rules,

Y ours faithfully

BDO Stov Hayward LLP
Chartered Accountants



PART 5

CONDITIONS TO THE IMPLEMENTATION OF THE RECONSTRUCTION

The Reconstruction will not become eflective unless all the conditions of the Scheme have been satisfied by
the close of business (if required) on 31 March 2005, or such later date (if any) as the Court may approve.

[ B

The Scheme is conditional on:

(a)

(b)

<)

{d})

()

the approval by a simple majority in number of the Court Meeting Stockholders present and
voting at the Court Meeting, either in person or by proxy, representing not less than three-
quarters in value of the El Oro Stock Units held by such holders:

the special and ordinary resolutions required to approve and implement the Scheme and set out in
the attached notice of the El Oro EGM being passed by the requisite miygority at such El Oro
EGM:

the appomtment of the Liquidator over the assets of Brickleal pursuant to a members’ voluntary
winding up;
the sanction of the Scheme and confirmation of the Reduction which forms part of it by the

Court, in both cases with or without modification of or addition to the Scheme or to any
condition which the Court may think fit 1o approve or impose; and

an office copy of the Court Order, and the relevant minute, being delivered for registration to the
Registrar of Companies and being registered by him.

The Scheme is governed by Englhish law and will be subject 1o the jurisdiction of the Courts of England.
The Listing Rules apply to the Scheme.



PART 6
SCHEME OF ARRANGEMENT

INTHE HIGH COURT OF JUSTICE Mo, 6535 of 2004
CHANCERY DIVISION
COMPANIES COURT
INTHEMATTER OF ELORO AND EXPLORATION COMPANY P.L.C.
il

INTHE MATTER OF THE COMPANIES ACT 1985

SCHEME OF ARRANGEMENT
{under Section 425 of the Companies Act 1985)

between
ELORO AND EXPLORATION COMPANY P.L.C.
and

THE HOLDERS OF EL ORO STOCK UNITS
{as hereinalter defined)

Preliminary

{A) In this Scheme, unless inconsistent with the subject or context, the following expressions shall bear the
following meanings:

“Act” means the Companies Act 1985, as amended:

“Additional Danby Shareholders” means William Fraser, Suzanne Kumarumangalam and Robin
Parish (each of whom holds one ordinary share of £1 each in Danby as nominee for EI Oro);

“*“RB" Shares” means the RP Stock Units as redesignated pursuant to clause 1 hereof;

“Brickleal” means Brickleal Limited a wholly owned subsidiary of El Oro registered in England and
Wales with company number 5243664;

“Business Day™ means any duy on which lending banks in the London inter-banking sterling markets
are open [or general non-automated business in the City of London:

“certificated form™ or “in certificated form™ means a Stock Unit or other security which is not in
uncertificated form (that is, not in CREST);

“Court Meeting”™ means the meeting of Court Meeting Stockholders convened by order of the Court
pursuant to Section 425 of the Act, including any adjournment thereof:

“Court Meeting Stockholders” means all El Oro Stockholders except Robin Parish, The Hon.
Mrs. E. C. Parish, Suzanne Kumaramangalam. Danby and 1&M:

“Court” means the High Court of Justice in England and Wales;

“CREST™ means the relevant system (as defined in the Uncertificated Securitics Regulations 2001
($1 No. 2001/3755) in respect of which CRESTCo is the Operator (as defined in such Regulutions) in
accordance with which such securities may be held in uncertificated form:

“CRESTCo” means CRESTCo Limited;

“Danby” means Danby Registrurs Limited, registered in England and Wales with company
number 342210 (an associated undertaking of El Oro);

“Effective Date” the date the Court Order is registered by the Registrar of Companies and the Scheme
becomes effective in accordance with clause 5 below;

“El Oro™ means El Oro and Exploration Company p.lc., registered in England and Wales with
company number 80408,



(B)

()

(1}

(E)

“ElOro Stock Units™ means stock units of § pence each in the capital of El Oro;

“Explanatory Statement” means the explanatory statement in compliance with Section 426 of the Act
comprised in the Scheme Document:

“Hearing”™ means the hearing by the Court of the petition to sanction this Scheme and confirm the
Reduction which lforms part of it;

“holder™ means a registered holder of Stock Units and includes any person entitled by trinsmission:

“1&M™ means Investigations & Management Limited, registered in England and Wales with company
number 408133;

“Liguidator” means Malcolm Cohen of BDO Stoy Haywird LLP (or another liquidator from that
LLP) who shall have been appointed as liquidator of Brickleal pursuant to a members’ voluntary
winding-up;

“London Stock Exchange” means London Stock Exchange ple:

“Market Price” means the averuge closing mid-market price of an El Oro Stock Unit for the ten
dealing Business Days prior to the date of announcement of the proposed Scheme, namely 15 October
2004:

“Perceval” means Perceval Limited registered in England and Wales with company number 5243615
the share capital of which is wholly owned by Robin Parish:

"Regulations” means the Uncertificated Securities Regulations 2001 (851 No, 2001 /3735);

“Scheme™ means this Scheme in its present form or with or subject to any modification, addition or
condition which the Court may think fit Lo approve or impose;

“Scheme Document” means the circular 1o El Oro Stockholders dated 5 November 2004 of which this
Scheme lorms part;

“Scheme Stock Units™ means the 837,662 El Oro Stock Units held by Robin Parish (as redesignaled)
and the 154,535 El Oro Stock Units held in the name of Danby which are (o be cancelled pursuant 1o
the Reduction;

“SPA"™ means the share purchase agreement between El Oro und Brickleal dated 5 November 2004
transferring the entire issued share capital in Danby to Brickleal in consideration of the issue of 496
shares in Brickleal directly to El Oro (and one share in Brickleal to each of the Additional Danby
Sharcholders) together with a related tax deed of covenant;

“uncertificated”” or in “uncertificated {form” means recorded on the relevant register as being held m
uncertificated form in CREST and vitle 1o which may be transferred by means of CREST: and

*Voting Record Time™ means 6.00 p.m., on 27 November 2004 or. if the Court Mecling 15 adjourned,
48 hours before the time fixed For such adjourned meeting.

The authorised share capital of El Oro as al the close of business on 4 November 2004 (being the latest
practicable date prior to the date of this Scheme) was £994,500.11 divided into 7,947,075 ordinary
shares of Sp each and 11,942,927 El Oro Stock Units of 5 pence each of which 11,933,248 El Oro Stock
Units are issued and Tully paid up and held as indicated below. No ordinary shares are currently in
Issue.

As at the close of business on 4 November 2004 (being the latest practicable date prior to the date of
this Scheme), Robin Parish owned 1,682,481 El Oro Stock Units and Danby owned 154,535 El Oro
Stock Limits,

Each of Danby, Robin Parish, The Hon. Mrs. E. C. Parish, Suzanne Kumaramangalam, William
Fraser, [&M and Perceval have, and the Liquidator shall have, agreed 1o appear by Counsel on the
hearing of the petition to sanction this Scheme and 1o undertake (o the Court (o be bound thereby and
to execute and do or procure to be executed and done all such documents, acts and things as may be
necessary or desirable to be executed or done by it for the purposes of giving effect to this Scheme.

As at the close of business on 4 November 2004 (being the lalest practicable date prior to the date of
this Scheme), the Court Meeting Stockholders owned 5,079,802 El Oro Stock Unils in agaregale.
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The Scheme
Whereas

(A} The entire issued share capital of Dan by having been transferred to Brickleaf in exchange for the issue
of 496 ordinary shares in Brickleaf by Brickleal to El Oro (and the issue of one ordinary share in
Brickleaf to each of the Additional Danby Sharcholders) u pon the terms of the SPA (which includes an
indemnily given by El Oro to Brickleal in relation to certam tax and other labilities of Dianby )

(B) The Liguidator having been appointed over the assets of Brickleaf pursuant to a4 member's voluntary
winding up; and

(C)  Robin Parish having entered into a Deed af Warrunty with El Oro in the agreed form, subject 1o a
condition precedent that the Scheme takes effect.

1. Redesignation

The RP Stock Units shall be redesignated as **B* Shares which shall rank n all respects pari passi with the
El Oro Stock Units save that they shall not be admitted to Listing on the OfMicial List of the UK Listing
Authority or to trading on the London Stock Fxchan ge.

2. Reduction of Capital
2.1 The share capital of El Oro shall be reduced by cancelling and extinguishing the “B" Shares in
consideration of the transfer a1 2.2 below.

2.2 Brickleaf shall transfer all assets available for distribution to members inats winding up to Perceval and
shall assign the benefit of the SPA 1o Perceval.

2.3 The share capital of El Oro shall be Turther reduced by cancelling and extinguishing the Danby Stock
Units for no consideration.

3. Allotment of shares in Perceval by Perceval

Perceval will issue 50 additional ordinary shares of £1 each in the share capital of Perceval 1o Robin Parish in
consideration of the transfer at 2.2 above.

4.  Scheme Stock Units

On the Effective Date, each existing certificate representing Scheme Stock Units shall cease 1o be valid in
respect of such holding and cach holder of Scheme Stock Units shall be bound at the request of El Oro to
deliver up the same to El Oro or to any person appointed by El Oro 10 receive the same for cancellation or to
destroy such share certificates. On the Effective Date. in respect of those holders of Scheme Stock Units held
in uncertificated form in CREST, CRESTCo shall be instructed to cancel such holders’ entitlement to such
Scheme Stock Units with effect from such date.

5. The Effective Date

This Scheme shall become effective as soon as an office copy of the Order of the Court sanctioning this
Scheme under Section 425 of the Act and confirming under Section 137 of the Act the reduction of capitial
provided for by this Scheme shall have been delivered 1o the Registrar of Companies in England and Wales
and registered by lam,

Unless this Scheme shall have become effective on or before the close of business (London time) on 31 March
2005, or such later date (if any) as the Court may approve, this Scheme shall never beeome effective.

6.  Maodification
El Oro may consent on behall of all persons concerned 1o any modification of or addition to this Scheme or
toany condition which the Court may think fit to APPIOVE OF IMpose.

7.  Costs

ElOro is authorised to and permitted to pay all its costs and expenses relating to the negotiation. preparation
and implementation of this Scheme.

5 November 20404



PART 7

VALUATION OF WALCOT HALL AND ESTATE

FPDsavills

5 November 2004 INTEBMATIONAL PROPERTY CONSULTANTS

Hall Coun
Talord TF3 4MF
Tal: +44 (0] 1852 238 500

The Directors

El Oro and Exploration Company p.le.
41 Cheval Place

Direct Line: +44 (0) 1952 238511
Dhiract Fax: «44 (0) 1952 238501

London Email
SWTIEW cheer@pdsavills co.uk
wew [pdsavills co.uk

FPDSaVillS| intemational

Dear Sirs,

Walcot Hall & Walcot Estate, Lydbury North, Shropshire

I‘i
1.1

.F-.I
'

Instructions

Further to your letter of instruction dated 23 September 2004, we have been instructed to provide you
with our opinion as to the Market Value (MV) (was Open Market Value) (being “the estimated
amount for which a property should exchange on the date of valuation between a willing buyer and a
willing seller in an arm’s length transaction after proper marketing wherein the parties had each acted
knowledgeably, prudently and without compulsion™) of the frechald interest in the subject properties
(s detailed in Schedule One), as at the 4 October 2004 subject 1o the existing lenancies.

We understand this advice is required for the purposes of inclusion in @ circular, The basis of our
valuation is Market Value, as per UKPS 1.1,

RICS Practice Statements

Complianee

We confirm that our valuation has been undertaken in accordance with the latest edition of the RICS
Apprisal and Valuation Stndards (Filth Edition) ( The Red Book) issued as at 1 May 2003,

Srarus of the Valuver and Independence

We value as external valuers because we have no material links with the client, company or the subjeet
of this assignment. A valuation was undertaken by the West Midlands Oflice in October 1999 and April
2004,

Standard Conditions and Assumpitons
Owr valuations have been carried out on the basis of the following standard conditions

231 We have made an allowance for the election Lo opl to VAT, We have made no allowance for any
capital gains tax or other taxation lability that might arise upon a sale of the properties.

232 Noallownnce has been made for any expenses of realisation.

Oificas in Europe, Asia, Australasia. Africa. Stralegic alliance with Trammall Crow Company in the USA and Canada

POty Lot} (Crateradd Sarsopors & ibsanbory of Sociy pie (lsgaasne = Engiond s 05108 Magasesnd (Mlor 20 Coopenter Ml Dy Sgomin Lovden WK a0
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2.3.3  Excluded from our valuations is any additional value attributable to goodwill, or 1o fixtures and
fittings which are only of value in situ to the present occupier,

2.34  No allowance has been made for rights, obligations or liabilities arising under the Defective
Premises Act 1972, and it has been assumed that all fixed plant and machinery and the
stallation thereof complies with the relevant UK and EEC legislation,

Our valuation has been carried out on the basis of the following assumptions, which we have nol
verified, I any of them are subsequently found not to be valid, we may wish to review our valuation as
there may be an impact on our valuation.

2.3.5 That the Frechold interest is not subject to any unusual or especially onerous restrictions.
encumbrances or outgoings and good title to be shown. Should there be any morigages or
charges, we have assumed that the property would be sold free of them. We have not inspected
the Title Deeds or Land Regisiry Certificate. We have spoken to the Company's Property
Lawyers, who have informed us that from an overview of the title deeds, the Company has good
title and that there are no factors that may have a material effect on value.

2.3.6  That we have been supplied with all information likely to have an effect on the value of the
properties. and that the information supplied to us and summarised in this report is hoth
complete and correct.

2.3.7 That the buildings including extensions or alierations has/have been constructed and are used
in accordance with valid planning permissions, all statutory and bye-law requirements, and that
there are no breaches of planning control. Likewise, that any future construction or use will be
lawful {other than those poinis referred to above).

Fd

A8 That the properties are not adversely affected, nor are likely to become adversely affected, by
any highway, town planning or other schemes or proposals, and that there are no matlers
adversely affecting value that might be revealed by it local search (or their national equivalent),
replies to usual enquiries, or by any statutory notice (other than those points referred 1o above)
and that its condition, its use or intended use is not or will not be unlawiul,

[£%)

-39 That the buildings are structurally sound, and that the services operate efficiently. That there
arc no structural, latent or other material defects, including rot and inherently dangerous or
unsuitable materials or techniques, whether in paris of the buildin 25 we have inspected or not,
that would cause us to make allowance by way of capital repair (other than those points referred
to above) or materially alter our valuation. Our inspection of the property and this repori do
not constitute a building survey,

2.3.10 That the properties are connected, or capable ol being connected without undue expense, Lo the
public services of gas, electricity, water, telephones and sEwWeriage.

2.3.11 In cases where properties lie within or close to a flood pluin or have a history of flooding our
valuation assumes that building insurance is available without payment of an excessive
Premium or excess.

Knowledge and Skills of the Valuer

2.4.1  The valuer is qualified and employed by FPDSavills Lid, which is the subsidiary of Savills ple
dedicated to residential, rural and leisure property. The valuer, Clive Beer, is a member of (he
Royal Institution of Chartered Surveyors and is based at the FPDSavills West Midlands office
at Hall Court, Tellord TF3 4NF.

242 The valuer is employed within the Rural Management und Professional Department which is a
specialist department dealing with all types of residential and rural property.

243 We confirm the valuer has the necessary current knowledge 1o undertake the valuation
competently.

Information provided and relied upon and investigations undertaken
We confirm that we have relied upon information supplied by the following sources:

(1) Robhin Parish Esg.;

(b} Tenancy and Licence Documentation provided by Messrs, Balfours and Messrs, MeCartneys;
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4.1
4.2

5.3

54

(€) Ourown knowledge of comparable properties, together with comparables from a number of local
and national estate agents:

{d) Expertise rom within FPDSavills Lid.: and
e} Local Planning Officers {South Shropshire District Council).

Date and extent of inspection and date of valuation

The date of valuation is 4 October 2004,

The property was inspected by Clive D. Beer MRICS (Director) who is head of the rural management
and professional departments based in the FPDSavills West Midlands Office, and Sarah Jackson,
assistant to C, Beer, on Friday 9 January 2004, Walcot Hall was inspected internally and externally.
We did not inspeet all of the residential properties internally and caveal our report accordingly. We

have been informed of changes (o the estate property since our inspection and we have taken these into
account in undertaking this valuation.

Description
Location aned Antenitics

The property is located approximately 10km (6.2 miles) west of Craven Arms in the district of South
Shropshire in a relatively remote and scenically attractive area.

Type af Properiy and Use

A schedule of properties valued is briefly described in Schedule 1. In summary the estate comprises:
o anextensive mansion house of national importance

o aballroom, walled garden, extensive gardens and arboretum, and ancillary buildings

e alargestable block and courtyard which has been partly converied into residential units

e o number of other residential propertics

&  pasture and park land

s Woodland

. two Lakes and boathouse

™ Powis Arms Public House

Welcor Hall

Walcot Hall dates back to Tudor times, though in 1763 Lord Clive of India bought the house and
undertook extensive re-modelling commissioning Sir William Chambers to re-design the house, The
principal block is of red brick, has symmetrical Georgian clevation with parapet walls and sash
windows, The main fucade has eleven bays, the flank lacades having eight bays, the property being lwo
storeys with substantial cellars and atues.

The stable block and court vard is also large and impressive with twin bell towers. These buildings date
back to 1763, being built simultancously with the hall, and have a number of C19 alterations. This has
been converied into a number of short term and holiday Jets, and is being gradually modernised.

Subsequent occupiers have altered the property, particularly the courtyard area and the addition of the
ballroom added in the 1800s, Substantial garden remodelling also took place during this period with
the creation of an Arboretum and the extension of the mile long lake. In 1933 extensive alterations look
place, radically altering the entrance hall and staircase, though some of the original [eatures, such as
the drawing room ceiling have been retained.

Parkland, Pastureland and Woodland
The land 1o be included in this valuation s as follows:

e  214.49 acres of parkland and pasture land either managed in hand or let on annual grazing
licences as per Schedule One.

e Two lakes extending in total (o 56 acres.
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e  Roundabout Wood — An unmanaged malure broadleal wood extending to 83.6 acres (managed

in hand).
o Jeffrey's Wood (approximately 6 acres) is also retained by the estate.

s Plassey Wood (approximately 187 acres) — let 1o the Forestry Commission on o 199 vear lease
dating from the mid 1930°s.

Kervices
5.5.1 Electricity

We understand that the property has the benefit of mains electricity. We understand  that
approximately 5 rds have been re-wired throughout the hall, though some still rematins from the 19300
alterations and will need to be replaced. Some of the cottages have been rewired, though we understand
that some will need attention and are scheduled for improvement in the future.

5.5.2 Water
We understand that there is a private water supply, originating from a source owned by the estale.

5.5.3 Drainage
It is understood that the internal estate drainage feeds into a mains supply in the park.

Condition
We have no commented on the structural condition of the property since this is bevond the scope of our
instructions,

A key problem 1o be considered is the extensive asbestos located throughout the house, which
potentially is hazardous and expensive Lo remove. OF particular concern is exposed ashestos lagging,

The house overall is in need of modernisation and redecoration, should the property be offered for sale.
an incoming purchaser would account for the works required.

Tenure and Interest 1o be Valued
5.7.1 We understand that the Subject Property is owned frechold by Danby Registrars Limited.

5.7.2 The Hon. Mrs. E. C. Parish has oceupied the ground and first floors of the property since April
1957 and has paid an annual rent to the frechold owners. The rent remains as passing in 1995 al
£5.000 per annum, with the landlord paying for all insurance, decoration, heating. lighting, fuel
and stall (two cleaners and a handyman).

I.J ]
=
e

It is likely that The Hon. Mrs. E. © Parish enjoys the status of a protected tenant, falling under
the statutory provisions of the Rent Act {1977), and for the purpose of this valuation we have
confirmed that this assumption is reasonable.

5.7.4 Mrs. Suzanne Kumaramangalam (nee Parish) has also occupicd areas of the subject property
since approximately 1989, and has also paid a rent on a similar basis (o that of The Hon.
Mrs. F. C. Parish. Rent currently passing is set at £7,930 p.a. We have assumed that this tenant is
likely to come under the protection ol the Housing Act 1988, though may ulso benefit from
succession of The Hon. Mrs. E. C. Parish’s tenancy.

5.7.5 Robin Parish Fsq. and his family have occupied the property sinee 1999 and pay an annual renl
of £2,000.

5.7.6 Schedule 1 details other occupancies, licences and tenancies, and our assumptions relating 1o the
status and terms of these lemancies.

5.7.7 We have been informed that there is no intragroup lease in place.

Town Planning
5.8.1 The property lies within the Shropshire Hills AONB and is Grade 11* Listed.

5.8.2 The Planning Officer we spoke to was not aware of any major local authority or private planning
proposals in the immediate vicinity that are likely 1o adversely alfect the subject property in the
foresecable future. The Local Plan in that area is atl the Public Enquiry stage at the date of
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6.2

6.3

6.4

6.5

h.b

6.7

inspection, and it is likely that the plan will allow only infilling development in the village of
Lydbury North,

5.8.3 For the purpose of this valuation, we have been informed that the necessary planning
permissions, statutory consents and building regulations have been granted and complied with
for all conversions, and that there has been no material confruvention.

Environmental Considerationy
5.9.1 Inaccordance with your instructions we have not commissioned our Environmental Audit.

5.9.2 Having regard to our enguiries and the nature of the property we have found nothing which
causes us undue coneern.

Valuation Considerations

Should Walcot Hall be offered to the market it would be a sale of national importance, especially in the
county of Shropshire where estates and houses of this quality and importance are limited and rarely
come up for sale. The house combined with the spectacular setting and ownership of the stable block
would make the property highly marketable, despite the need for substantial refurbishment.

It should be noted that Walcot Hall, although a house of national importance is of a medium size for a
mansion house and fundamentally is a house that can be lived in. I therefore would appeal to a large
spectrum of the trophy house market.

However. we have valued on the assumption that the property is subject 1o a protected tenancy, and
therefore vacant possession could not be guaranteed due to the potential for succession rights on these
tenancies. A potential investor or purchaser is liable for the heating, maintenance, staffing and all
repairs on the property, which commercially must be taken into account.

[t is our view that an election to opt for VAT (i.e. VAT be chargeable on the purchase) would greatly
affect the marketability of the property, if offered with full vacant possession.

The location, character and historical association of the cottages currently let on holiday and short
term lets suggests that these will be well received by the market should they be offered for sitle
independently, They are also very attractive [rom an investment perspective and will appeal to buyers
wanting to preserve the traditional estate.

We have assumed that the user for the Powis Arms has remained unaltered over the period of the
valuations for investment purposes.

In respect of residential properties excluding the hall, these have been valued on a cumulative basis.

Market Conditions

The country house market is relatively difficult to predict at present, There are distinct signs of the
market slowing down and indeed prices are unlikely to rise in the short to medium term, although there
is no sign of any wholesale reduction in prices in Shropshire. In this location there are more people
looking for quality country houses than there are houses available. We do however need to be mindful
of general market sentiment, particularly in the south where market conditions have begun to weaken
significantly. As with any market, the country house sector relies on confidence. This in the short term
is not helped by the barrage of relatively unhelpful press comment, concerns over the level of oil prices
and the impact that this may have on the economy. Our considered view is that we should have a
reasonably good market this autumn but market conditions thereafter may prove o be more difficult.



8.1

Valuations
Having given the matter our careful consideration we are of the opinion that:

The MV as at 4 October 2004 in its existing state subject to the protected tenancies and an election 1o
optio VAT s

Walcot Hall with 50 acres £1,100,000
{One million, one hundred thousand pounds)

Residential Properties (including stable vard lats and cottages) £1,100,000
{One million, one hundred thowsand pounds)

Land (including parkland, farmland, farm and estate buildings, woodland and lakes) £550,000
(Five hundred and filty thousand pounds)

Powis Arms Public House L£350,000
(Three hundred and iy thousand pounds)

Consent

We consent to the inclusion in the circular to El Oro Stockholders of this report and accept
responsibility for this report for the purposes of Schedule 8 of the Listing Rules.

Neither the whole nor any part of this valuation report nor any reference thereto may be included in
any other published document, circular or statement, nor published in any way without our written
approval of the form and context in which it is to appeur.

Yours Gathiully

’-—'—’-'-""rfﬁ

Clive Beer MIRICS
Director
For and on behall of FPDSavills



Schedule |

Waleor Hall and Estate

The estate extends in total to approximately 548.3 acres and broadly includes:

(a) Residentinl roperty

Praperty Descriprion, Age and Temure

Waleot Hall O principal reception rooms,
1l bedrooms and 9
bathrooms, plus 3 self-
contuined Mats (s below),
Current main building buill in
1763 with later additions.

Ballrosm Late 18th-Century, Georginn
ballroom, with main
beallrosom, anteroom and

maxdern kitchen
Stahle Yard Flats Flat One
{huilt approximately
1763)

Flat Tw

Flat Three

Fermy of Exicting Tenaneies

Likely protecied tenancies in favour of The
Hon. Mrs. E.C. Parish and Mrs. Suzanne
Kutiaramangalam. No lenancy agreements
in place sowe have assumed standard terms
us prescribed by the Rent Act 1977 and
Huousing Acts 1988 and 1996 apply

An Assured Shorthold Tenancy in favour of
Robin Panish Esq, No tenancy agreements in
place so standard terms prescribed by
Housing Acts apply,

Vacant Possession

Assured Shorthold Tenancy (“AST™)
commencing 8 Tune 2001, lor a term of
6 months together with stntutory extension.

Standard AST agreement: Tenant
responsible for all rmies (with the exception
of water which is recharged via the rent),
charges rates and all other outgoings. Tenant
responsible for interior fixtures and fittings,
decoration and appliincees for waler
electricity and gas, and to keep in good
lenantable repuir and condition. Tenani 1o
Keep gutters clear and service seplic tank
installations. Tenant 1o decorate intermally in
Iast three months of tenancy iFtotal term
exceeds three vears, or on lermination 1w pay
the landlord the cost of decoration to ', of
annual rent. Probibition agamst subletting
and assignment, and alterations and
additions without landlords consent. Lise
restricted to private dwelling.

Landlord responsible for repairs as
prescribed by Schedule | of the Landlord
and Tenamt Act 1985, Landlord responsible
for butkding msurance. Landlord and tenant
toserve a mmmum of fwo months” notiee (o
termuniie the agreement Lo expine on a lerm
date, alter the initind & month term, Deposit
Laken.

Rent review clause allows for the rent to be
reviewed annually in line with the
commencement date 1o open marketl vilue,

Assured Shorthold Tenaney commencing

T October 2004 for o six month term together
with any statutory extension. Other cliuses
in line with standard AST agreement as
detailed at Flat One.

Assured Shorthold Tenancy commencing

19 January 2000 far a six month erm with
any statutory extension. Other clavses in line
with standard AST agreement as detailed m
Flat Ome.

M

Net Annual
Renix

E12950

£2.000

NIA

4,068

£4.320

£4.068



Praperiy

Ciarden House

Gareho

Descriprion, Age and Tenure
Flat Four

Flat Five

Flat Six
Flat Seven
Flai Eight

Flat Mine

Flat Ten

Flat Eleven
Flar Twelve

Flat Fourteen

A-bedroomed cotiage

Hexagonal folly 1ype building
with single bedroom, kitchen
and bathroom

ferms af Existing Temircies

Protected tenancy commencing 23 December
1974, Temant responsible for serving of all
apparatus and appliances, decoration,
sunitary and waler systems, glass and all
fixtures and fittings. Tenant to keep premises
both external and internally (but not the
muin witlls roof timber or outside structure)
in goanld tenantable cepair. Prohibition on
assignmeni or subletting. Property to be used
only as i private residence.

Assured Shorthold Tenaney commencing
22 Muay 1995 Tor 2 six month term logether
with any statutory extension. Rent reviewed
February 2002, Other clauses in line with
standard AST agreement as detaibed at Flat
e,

Holiday Let
Huolwday Let

Assured Shorthold Tenancy commencing

I September 1993 for a six month term
together with any statutory extension. Other
clouses in line with standiard AST agreement
as detailed ot Flarn One.

Protected Tenancy. Rent last reviewed

1 August 2001

Tenant responsible for both external {wath
the exception of the main walls roofl timber
or ontside structure) and intermal repairs,
including decoration, glass, appliances and
their servicing, and sanitary /wiler
Apparatus.

Assured Shorthold Tenancy commencing

I December 1996 for a six month term
togeiher with any statutory extension. Other
clises i line with standard AST agrecment
as detailed at Flut One.

Huoliday Let

Protected tenancy. Tenant responsible for
serving of all apparatus and appliances,
decoration, sanitary and water systems, glass
and ol fixtures and fittings. Tenant o keep
premises both external and mternally { but
nal the maim walls ool imber or outside
structure) in good tenantable repair.
Prohibition on assignment or subletting.
Property to be nsed only as a private
restdence, Landlord responsible lor
structural iems of repair.

Assured Shorthold Tenancy commencing

15 December 2001 {or a six month term
together with any statmory extension, Other
clausges in hine with standard AST agreement
as detailed at Flan One.

Assured Shorthold Tenancy commencing

I June 1994, Standard docament as per flat
one.

Assured Shorthold Tenaney commencing
22 August 2003 for asix month term
toethier with any stalutory extension. Other
clauses in line with standard AST agreement
as detailed an Flar One.

Ner Arsricl
Rents

£2.236

L3924

Haoliday Let
Holiday Let
E2. 800

£2.200

£2 6

Haliday Let
£2.244

£3.216

£, 5HbE

E4.90



Property Deseription, Age and Tenure
Springhend Small cottage
The Clock Tower Flat 1

comprising | bedroom, sitling
rowom and Kitchen

Flat 2
Small Flat recently renovated

Flat 3
| bedroom, sittmg room and
katchen

Garden Cottage Collage

Bell Tower Flat |

Flat 2

Total income from residential short term leis

(b} Holiday Accommodation

Ferms of Exizting Temanciex

Assured Shorthold tenancy commencing

I 1 September 2000 for i s1x month term
together with any statutory extension, Other
clanses in line with standurd AST ugreement
as detailed at Flat One.

Assured Shorthold tenancy commaneing

9 June 1995 for a six menth term together
with any statutory extension. Other clauses
in line with standard AST agreement os
dietailed ar Flat One,

Holiday Let (ARCOT)

Assured Shorthold Tenuney commencing

19 July 2002 for a six month term together
with amy stalutory extension. Other clauses
in linee with stundard AST agreement us
detmbed ai Flat One.

Assured Shorthold Tenancy commencing

19 Ogrober 2000 for a six month ierm
together with any statutory extension, Other
clowses in hine wath standard AST apreement
s detailed at Flat Cne,

Assured Shorthold wenancy for o six month
term together with any statulory extension
Other cliuses in ling with standard AST
agreement as detailed st Flat One.

Aszured Shorthold wenaney (or a six month
term together with any statutory extension
Other clauses in line with standard AST
agreement as detailed at Flar One,

Accommodation converted into holiday Muts within the main building of Walcot Hall:

Property Deseviption, Age and Tenare
Second Floor (1) Montlort

(23 Arm

i 3) Styche

Three independent bedrooms
West Wing Berkeley

Toriis of Exisring Temancies

Two Bedrooms, Kitchen/sitting room.
heuthrowsm.

Two Bedrooms, Kitchen/silling room,
hq'lﬂ“’lﬂ'"rl 5 N.!rl:l!.'-;! e FIIllT“'I:r.-

Living room, Calley kitchen/dining room,
twis hedrooms hathroom.

3 bedrooms, sitting room, bathroom and
shower room, kitchen/diming room,

Net Annuel
Rimis

4416

£3.504

Holiday Let

£4.188

£4.908

£1.23%6

£3,108

£79,898

Net Amienard

Rirnta
Holiday Let
Holiday Let
Huolickiiy Let

Haolday Let
Haliday Let

For the purposes of this valuation the flats and cottages let under assured shorthold tenancies, vacani
possession can be achieved by terminating the agreements on the service of notice by the landlord in a
minimum 2 months. In the properiies occupied under protected tenancies, the tenant benefits from statutory
protection and vagant possession cannot be achieved within a short timescale.

{¢)  Walled Garden and other garden areas surrounding the main house

(d)  Agricultural Buildings and Coach House
All buildings available with vacant possession.



(e} [Pasture Land

As detailed below:
Paxeire Land Area Terms of Oceuparion Licence Fee
Powis 3,664 ha Satle of grass keep from 20 April 2004 1o 25 Decernber 2004, E6(H)
19.05 ac) For grazing of Cattle and Sheep only. Licensor reserves
sporting nghts, use of buildings and eccupation and is
responsible for all rates taxes tithes and outgomgs, Break
clawse il 31 Detober. We understand that this has not been
exercised. Licensee responsible Tor stock proof fencing.
Prohibition on subletting or re-selling of grass keep,
Cricket 344 ha In bl In hand
(B.5ae)
The Moors (pt) E.754 ha Sale of grass keep from 20 April 2004 1o 30 November 2004, £780
(2163 ac) For grazimg of Catile and Sheep only. Licensor reserves
sporting rights, use of buildings and occupation and is
responsible for all rates taxes tithes and outgoings. Break
clanse al 31 October, We understand that this has not been
exercised. Licensee responsible for stock proof fencing,
Prohibition on subletting or re-selling of grass keep,
The Park 6.39 ha Sale of grass keep from 20 April 2004 10 25 December 2004, £1,300
(15.7%ac) For grozing of Cattle and Sheep only, Licensor reserves
sparting righis, use of buildings and occupation and is
responsible for all rates taxes tthes and outgoings. Break
clavse at 31 October. We understand that this has not been
exercised. Licensee responsible for stock prool fencing.
Prohibition on subletting or re-selling of grass keep.
Middle Lake 6.730 ha Sale of grass keep from 20 Aprl 2004 to 25 December 2004, L300
(1663 ac) For grazing of Cattle and Sheep only. Licensor reserves
sporting nghts, use of buildings and occupation and is
respemsible for all rmtes taxes tithes and outgoings, Break
cluuse at 31 October. We understand that this has not been
exervised. Licensee responsible for stock proof fencing.
Prohibition on subletting or re-selling of grass keep.
The Deprons Jdd ha In hand It hand
(8.5:c)
Bronie 303 ha Let via orial agreement for seasonal term. Mo wrillen £1.267.50
(7.5uc) documentation in place, Vacant possession achievable ut end
Gireen Lane 4.45 ha of term. Rent reviews by negotintion,
(11 ac)
Brickyard 12.2 bn Sale of gruss keep from 20 April 2004 10 25 Decomber 2004, El120

(30,15 ae) For grazing of Catile and Sheep only. Licensor reserves
sporting rights, use of buildings and occupation and is
responsible for all rates taxes tithes and outgoings. Break
clawse it 31 October. We understamd that this has not been
exercised, Licensee responsible for stock proof fencing.
Prohibition on subletting or re-selling of grass keep.
Lower Garders 15.26 ha Let vin oral agreement for seasonal term. No written £2.400
(37.71 ac) documentation in place. Vacant possession achievable at end
of 1erm. Remt reviews by negotintion,

Colebateh (A) 275 ha Let via oral agreement for seasonal term. No written £750
(6.7%c) documentation in place, Vacant possession achievable ot end

Colebatch (B) 1.92 ha of term. Rent reviews by negotintion,
(.74 nch

Clungunford 5.77 ha Let vin oral agreement for seasonal teem. No wrillen £750

(14.25 ac) documentation in place. Vacant possession achievable at end
of tlerm, Renl reviews by negotiation.

Poores 374 ha In hand In hand
(925 nc)
Moores 5.26 ha In hand In hand
{ Lakeside) (13ac)
Total KK ha
(214.49 ac) £9.767.50
—_—

No security of tenure is afforded 1o the licensees, with the Estate remaining in occupation. We have therefore
valued this land assuming full vacant possession is achievable within a maximum of 12 months,

kY



(N Woodland

Including:

Roundabout Wood Bibacres  Manuged in-hand

Jelfrey’s Wood fracres  Muonaged in-hand

Plassey Wood 187 acres  Forestry Commission (999 vear lease)
{(g) Lakes

2 lakes together with a boathouse,

East Lake 305 acres  Birmingham Angling Club (£35 pa)
West Lake Zoucres  Ludlow Angling Club (£1,750 pa)

'Il’hr.: lease of the East Lake is for a term of 999 years, commencing on | January 1960 and relates to the lishing
rights over IH,IS.} acres upon a strip of land extending 1o 5,648 acres or thereabouls, together with the
respective pedestrian and vehicular rights of access. All repairing obligations are placed upon the lessee. The

lessor has reserved certain recreational rights.

We have not had sight of the lease relating to the West Lake and caveat our report accordingly. We
understand however that the fishing rights are let on an annual basis to Ludlow Angling club, under a
common law agreement, and for the purpose of this valuation are assuming that the lessee does not benefit
from security of tenure, and vacant possession could be achieved following the necessary notice period.

(hy Powis Arms Public House

FPraperty Dreseription, Age and Teaure

Powis Arms Public This property dates back to

House the 18th century, bul was
Largely rebauild in mid-

19th century. Grade I listed

Terms of Exixting Tendanefes

Let on a5 vear term under the Landlord and
Tenant Act 1934 commencing on

18 Seprember 2000, Tepant responsible for
keeping in good and substantial repair and
condition all internal parts including wall
ceiling and floor finishes plus all Axtures and
fintings. Tenant responsible for gutlers,
downpipes, acoess wiys parking and service
areas (in present condition), imerior and
exterior decoration (at least every three
years), Use is as a business within Class A3
of Schedule to Town and Country Planning
(Ulse Classes Order) 1987, Prohibition
against subletting or assignment of part
tother than the business of bed and break Gust
necommodation), Prohibition of assigning
the whaole without consent. No alterations or
additions withow consent. Rent review 1o
mirket rent every three vears falling on term
dlates,

(i) Orther miscellancous properties (i.c. the Coach House, Potting Shed and Icehouse)
All have Tull vacant possession as at the date of the valuation, and are dated pre 1900,

38

Ner Amnnal
Rents

£ 16 9000 pay



PART 8
ADIMTIONAL INFORMATION

1.  Responsibility

The El Oro Directors, whose names are sl out in paragraph 2.1 below, accept responsibility for the
information contained in this document. To the best of the knowledge and beliel of the directors of El Oro
(who have taken all reasonable care to ensure that such is the case), the miormation contained in this
document for which they are responsible is in accordance with the facts and does not omit anything likely to
affect the import of such information.

2. Directors and registered office
2.1 The E1Oro Directors and their respective funcuiions are as follows:

Clement Robin Woodbine Parish Chairman and Managing Director
The Hon. Mrs. Elizabeth Campbell Parish Exceutive Director

Emma Woodbine Houston Non-Executive Director

David Richard Lindsay Hunting Non-Executive Director

Robert Elmer Wade Non-Executive Director

James Anthony Wild Mon-Executive Director

L
bt

The business address of cach of the El Oro Directors is El Oro’s head oflice referred to i paragraph 2.3
below.

2.3 The principal and registered office of El Oro is at 41 Cheval Place, London SW7 1EW,

3 Related Party Transaction Information
L1l Perceval
11,1 The registered office of Perceval Limited is situate at Walcot Hall, Lydbury North, Shropshire
S5Y78AZ.

31.1.2 Robin Parish is the sole shareholder of Perceval (950 issued ordinary shares of £1).
1.1.3 Perceval has no material contracts.
1.1.4 The ageregate value of the consideration for the Disposal is £3,225,000,00,

1.1.5 The emoluments of the Perceval directors will nol be varied as a resull of the Scheme or any
associnted transaction.

3.1.6 Perceval has not truded since its incorporation on 28 September 2004,

3.1.7 Perceval will aequire Danby pursuant to the Scheme.

1.2 Robin Parish
1.2.1 Robin Parish is the sole shareholder of Perceval.

1,2.7 Robin Parish does not have a service contract with the Company.

e
i

Lucinda Parish

3.3.1 Lucinda Parish (Robin Parish's wife) and Robin Parish are the two directors of Perceval. Lucinda
arish 15 also the company secretary of Perceval,

34 The Hon Mrs. E. C. Parish
14,1 The Hon, Mes, E. C. Parish is the mother of Robin Parish,

3.4.2 The Hon. Mrs, E. C. Parish does not have a service contract with the Company.
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4.3

Stockholders

Interests in El Oro Stock Units

4.1.1 At the close of business on 4 November 2004 (being the latest practicable date prior o the
publication of this document), the interests of Robin Parish, his Immediate Family and related
trusts in relevant securities of El Oro (which have been notified pursuant to Sections 324 and 328
of the Acts) as shown in the register of such interests required to be maintained under the
provisions of Section 325 of the Act, or are interests of a connected person which would il the
conneeted person were an El Oro Director, be required for disclosure above and the existence of
which is known to or could with reasonable diligence be ascertained by Robin Parish, all of which
are beneficinl (unless otherwise stated), were as follows:

Number of Percentage of tsuwed
£1 Oro Stock Units El Chro Srock Units
Before Afrer Befory Afrer
Lirector Effective Date  Effective Date  Effective Date  Effective Dare
Robin Pansh 1,682,481 H44.519 14.10 1.72
The Hon. Mrs. E. C. Parnsh Ih2.851 362,851 104 332

4.1.2 As at close of business on 4 November 2004 (being the latest practicable date prior to the
publication of this document) Danby owned 154,535 El Oro Stock Units.

4.1.3 El Oro agreed to purchase 92,350 Fl Oro Stock Units from Jove Investment Trust ple (“Jove™)
on 22 October 2004 at the price of 385p per El Oro Stock Unit with a view to cancelling them,
The anticipated settlement date for that transaction is 22 November 2004. In addition, Robin
Yarish, members of his Immediate Family and Robert Wade agreed to purchase in aggregate
147.650 El Oro Stock Units from Jove.

4.1.4 Major interests in the El Oro Stock Units of the Company include the following:

As at the close of business on 4 November 2004 (being the latest practicable date prior to the
publication of this document) so far as the Fl Oro Directors are aware, the persons listed below
{other than directors of El Oro or El Oro itsell by virtue of it holding treasury shares) were
interested, direetly or indirectly, in three per cent. or more of the capital of El Oro (calculated
exclusive of treasury shares):

Number af Percentuge of {ssued
El Oro Stock Units Ef Oro Srock Unirs

Before After Before After
Effective Effective Effective Effective
Dare Dente Duaie Date
Mr. W. B, & Mrs. P. Fraser 1.831.994 1,831,993 15.35 16.74
J. M. Finn Nominees Limited 1,821,290 1,821,290 15.35 16.65
Mr. G. & Mrs. T, W. Zegos 1,185,770 1,185,770 994 10,84
Mr. S. B. & Mrs. S.W. Kumaramangalam 1,392,879 1.592.879 13.35 14.56

Tinterests in Perceval shares
Al the close of business on 4 November 2004 (being the litest practicable date prior to the publication
of this document), the interests of Robin Parish, a director of Perceval (who is also u director of El
Oro), his Immediate Family and related trusts in relevant securities of Perceval (which have been
notified pursuant 1o Section 324 und 328 of the Act), as shown in the register of such interests required
to be maintained under the provisions of Section 325 of the Act, all of which are beneficial. were as
Follows:
Numher of
shares

Robin Parish 950

Save as sel oul in paragraphs 5, 7.3 and 7.4 below. no El Oro Director has or has had any interest in any
transactions which are or were unusual in their nature or conditions or are or were significant to the
business of the El Oro Group in the current or immediately preceding financial year or which were
effected during an earlier financial year and which remain in any respect outstanding or
underperformed.

4



3.3

Materinl Contracis

Save as disclosed below and other than contracts in the ordinary course of business, no member of the
El Oro Group has (a) in the two years preceding the date of this document. entered into any contract
which is or may be material 1o the E1 Oro Group or (b) entered into any contract containing Provisions
under which any member of the El Oro Group has any obligation or entitlement which is material 1o
the El Oro Group as at the date of this document.

The Company entered into the Relationship Agreement dated 1 July 2003 with Robin Parish, Emma
Woodbine Houston, The Hon. Mrs. E.C. Parish, Suzanne Kumaramangalam and Caroline Zegos (the
“"Controlling Sharcholders™) whereby the Controlling Shareholders agreed to undertake not to use the
rights attached to their EI Oro Stock Units, in a way that would prohibit the Company carrying on its
business independently of them and 1o ensure that the relationship between the Controlling
Shareholders (and their respective associates) and the Company is at all times at arm’s length and on a
normal commercial basis,

Each of the Controlling Sharcholders gives certain confirmations and undertakings in El Oro in order
to ensure that the Company will operate independently of them, namely that:

3.1 all transactions or relationships entered into between the Company and the Controlling
Sharcholders or any of them or their respective associates be entered at arm’s length and on, a
normtl commercial basis;

5.2.2 no activity be undertaken by them in conflict with those of the Company which may render the
Company unsuitable for continued lsting on the Official List:

5.2.3 all such steps be taken as may be necessary 1o ensure that the Company is at all times able 1o
carry on its business independently, where an actual or polential conflict of interest exisis
between any Controlling Sharcholder or his/her associates and the Company;

3.2.4 the Controlling Sharcholders and all associates exercise all powers and rights available 1o them
from time to time $o0 as lo ensure the continued independence of the Board, that the terms of the
Relationship Agreement are implemented in full and the Company’s obligations in that regard
performed and complied with (along with its articles of association) and that no variations to the
articles of association of the Company are made which would be contrary to the terms of the
Relationship Agrecmeni:

5.2.5 not use any power or right to control the operations or decisions or policy of the Board on any
matter or in any way and in particular that no rights be exercised in order to appoint or remove
persons as directors of the Company, other than in accordance with a resolution or
recommendation of a majority of the Independent Directors or to modify the Company’s articles
ol association in that regard: and

5.2.6 no voting rights be exercised or counted in any quorum at any general meeting of the Company
or and that no direcior of the Company representing the Controlling Shareholders or any of
them or any of his/her associates or his/her allernate votes or is counted in any quorum in
relation Lo any actual or proposed transaction between the Company and the Conirolling
Shareholders or any of them; or any matter in which any of the Controlling Shareholders is
interested: or any decision by the Company concerning the enforcement ol his/ her rights under,
and the operation of, the Relationship Agreement.

The agreement terminates either upon the El Oro Stock Units ceasing 1o be listed on the Oflicial List or
the Controlling Sharcholders and their respective associales (or any of them) ceasing to have control of
the Company.

The Company entered into an intra group assets acquisition agreement dated 17 March 2004 with
El Oro Mining & Exploration Company ple (company number 424098) (now re-registered as a private
limited company) whereby the assets and liabilities of El Oro Mining & Exploration Company plc were
hived up to the Company in order to simplify the El Oro Group structure. Such assets included, inter
alia, El Oro Mining & Exploration Company ple’s holding in Danby in consideration of £10,083.33
and in 1&M in consideration of £1,830.42. Such consideration was lefl outstanding as an inter company
debt. Cash. trade debtors and trade creditors were excluded from the intra group assets acquisition
ngrmmcnt.
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6.

The Company entered into Heads of Terms with Robin Parish {on behalf of himsell and as trustee for
Perceval) whereby the Company agreed with Robin Parish to the indirect disposal of Danby to
Perceval in consideration of the reduction of the RP Stock Units (as redesignated). The main provisions
of the Heads of Terms are reflected in the SPA, which is summarised in paragraph 5.5 below.

The Company entered into the SPA on 5 November 2004 with Brickleal pursuant to which Brickleal
acquired the entire issued share capital of Danby, in consideration for the issue of shares in Brickleaf to
the Company. Pursuant to the 5PA, El Oro agrees 1o indemnify Brickleal in respect of any liability
incurred by El Oro arising out of or connected with the past ownership or disposal of Cheval Place by
the Company and in respect of any other contingent fabilities (excluding any such liability to tax of the
Company relating to the period up to and including the Efective Date or crystallised as a result of the
Scheme), The indemnities do not, however, cover (a) liabilities (tax or otherwise) (i) associated with
ownership of Walcot or (ii) resulting from or connected with or arising out of the occupation of the
property by Robin Parish or members of his extended family; (b) trading habilities incurred n the
ordinary course of business; (¢) tax linbilities resulting from or connected with or arising out of the past
actions of Robin Parish which were voluntarily undertaken by him and which he actually knew or
suspected might give rise 1o a tax liability: (d) tax liabilities a rising as a resull of the disposal of certain
assets (other than Cheval Place) by Danby 1o Robin Parish or any pension fund of Robin Parish prior
to the execution of this agreement; or (¢) any matier to the extent covered by (and reimbursed out of the
proceeds of) insurance effected by Danby prior to the Effective Date; and (1) other matters set out in the
associted deed of tax covenant. The agreement limits the liability of El Oro in connection with the
deed of tax covenant and the indemnities under the SPA to 50 per cent. of the first £100,000 of valid
indemnity claims. Once valid claims exceed £100,000, El Oro is liable for 100 per cent. of the amount of
such excess up to a total aggregate liability of £1,000,000 (save for any claims arising out ol or
conneeted with the previous ownership by Danby of Cheval Place or its sale by Danby to EI Oro which
shall be unlimited in amount), The SPA is not conditional upon the Scheme becoming effective,

On 5 November 2004 Robin Parish entered into the Deed of Warranty for the benefit of the Company
pursuant to which Robin Parish warranis that. as at thal date, he is not aware of any items of [ine art or
antiques located a1 Walcot and helonging to Danby in respect of which there is an erroneous
attribution and that he knows or believes 1o be of value significantly in excess of that reflected in the
audited accounts of Danby for the year ended 31 December 2003 or taken into account by the
Independent Directors in reaching agreement on the vitlue of Danby for the purposes of the Disposal.

Brickleal

Brickleaf was incorporated on 28 September 2004, 1ts registered office is 41 Cheval Place London SW7 IEW.
El Oro is the sole sharcholder of Brickleal. The directors of Brickleal are Robin Parish, Robert Wade,
Anthony Wild and David Hunting. The secretary is Christopher Burman. Brickleal has not traded since its

incorporation.

7. Other information

71 Save as disclosed in this document, no agreement, arrangement or undertaking (including any
compensation arrangement) exists between El Oro or any person acting in concert with El Oro and any
of the El Oro Directors or recent directors, El Oro Stockholders or recent El Oro Stockholders having
any connection with or dependence on the Scheme.

7.2 The expenses of or incidentul 1o the Scheme will be paid by El Oro save that Robin Parish has agreed
under the Heads of Terms to contribute (o the costs of the Scheme in the event that professional costs
exveed a certain threshold.

73 The following quoted investments of Danby (a subsidiary undertaking of El Oro for the purposes of

Rule 11.10(h) of the Listing Rules) were sold by Danby to a pension fund of Robin Parish at market
value on 27 Seplember 2004:

e  convertible bonds in British Airways ple (£E173);
. shares in Bertam Holdings ple (£23,344); and
e  preference shares in Fishguard & Rosslare Railways and Harbours Company (£4,432)

for the aggregate price of £27,949.
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1.5

1.6

1.7

1.8

7.9

Certain other stocks held by Danby in unlisted entities were purchased directly by Robin Parish on
19 October 2004 at market value for the aggregate price of £1,283. The market value was derived from
an open offer price per share from the De Beers Group.

There has been no significant change in the linancial or trading position ol the El Oro Group since
30 June 2004 (the date 1o which the katest unaudited interim accounts have been drawn up).

There has been no significant change 1o the valuation of Walcot from 4 October 2004, the effective date
of the valuation,

BDO Stoy Hayward Corporate Finance is a division of BDO Stoy Hayward LLP. BDO Stoy Hayward
LLP has given and has not withdrawn its written consent 1o the issue of this document with the
inclusion of the letters set out at Part 3 and Part 4 of this document and the references 1o such letters
and to its name and to the name BDO Sioy Hayward Corporate Finance in the form and context in
which they appear.

FPDSavills has given and has not withdrawn 1s written consent 1o the issue of this document with the
inglusion of the valuation set out at Part 7 of this document and the references to such valuation and 1o
the name of FPDSavills in the form and context in which they appear.

On 29 June 2004, 1&M acquired 7,000 El Oro Stock Units in an inadvertent breach of Section 23 of the
Act, but it will not be voting those or any El Oro Stock Units in any event in connection with the
Scheme as it is prohibited under Section 23 of the Act from voting any El Oro Stock Units in view of the
fact that it is a subsidiary of the Company. The consequence of the breach is that the transaction is
voidable, However, pending resolution ol the ownership ol the said 7,000 El Oro Stock Units (which
were bought by I&M in the market), for the purposes of calculating percentage ligures sel outl in this
wilness statement, the scheme document and all other associaled documentation, those 7,000 Bl Oro
Stock Units are treated as owned by 1&M. The Independent Directors consider that this 15 a [air
approach in view of 1&M’s inability to vole the said or any Stock Units and that the number of El Oro
Stock Units involved is immaterial in the context of the number of the Company’s issued El Oro Stock
Units, mamely 11,933,248,

Documents available for inspection

Copies of the following documents will be available for inspection during normal business hours on any
weekday (public holidays excepted) ut 41 Cheval Place, London 5W7 1EW from the date of publication of
this document until the Effective Date:

8.1 the memorandum and articles of pssocintion of B Oro and Perceval;

8.2 the written consents referred to in paragraphs 7.7 and 7.8 above;

8.3 this document and the accompanying BLUE and WHITE Forms of Proxy;
8.4 the material contracts relerred toin paragraph 5 above; and

B.5  the valuation report of Walcot Hall and Estate by FPDSavills.

5 Movember 2004



PART 9
NOTICE OF COURT MEETING FOR COURT MEETING STOCKHOLDERS

INTHE HIGH COURT OF JUSTICE No. 6335 of 2004
CHANCERY DIVISION
COMPANIES COURT

INTHEMATTER OF EL ORO AND EXPLORATION COMPANY P.L.C.
and
INTHE MATTER OF THE COMPANIES ACT 1985

NOTICE 1S HEREBY GIVEN THAT. by order dated 29 Oclober 2004, made in the above matters, the
High Court of Justice of England and Wales (the “Court™) has directed a meeting to be convened of the
Court Meeting Stockholders (as defined in the Scheme of Arrangement referred to below) [or the purpose of
considering and. il thought fit. approving a scheme of armangement proposed to be made between the above
named El Oro and Exploration Company p.l.c. (the “Company”') and the holders of the El Oro Stock Units
(as defined in the Scheme of Arrangement referred 1o below) in its original form or with or subject to any
modification approved or imposed by the Court (the “Scheme of Arrangement™) and that such meeting will
be held at The Cavalry and Guards Club, 127 Piccadilly, London WL TPX at 11.00 a.m. on 29 November
2004 at which place and time all Court Meeting Stockholders are requested Lo atlend.

A copy of the said Scheme of Arrangement and a copy of the statement required to be furmished pursuant to
Section 426 of the Companies Act 1985 are incorporated in the document of which this notice forms part.

Holders of El Oro Stock Units who are Court Mecting Stockholders (as defined in the Scheme of
Arrangement) entitled to attend and vote at the meeting may vote in person at the meeting or they may appoint
another person as their proxy {o attend and vote in their stead. A proxy need not be a member of the Company.
A BLUE form of proxy for use at the meeting is enclosed with this notice. Completion and return of a BLUE
form of proxy will not prevent a Court Meeting Stockholder Trom attending and voting at the Court Mecting
{as detined in the Scheme of Arrangement), or any adjournment thereof, in person il he wishes to do so,

In the case of joint holders of El Oro Stock Units, the vote of the senior who tenders a vote, whether in
person or by proxy, will be accepted to the exclusion of the vote(s) of the other joint holder(s) and for this
purpose seniority will be determined by the order in which the names stand in the register of members of the
Company in respect of the joint holding.

It is requested that the BLUE forms of proxy be lodged with Lloyds TSB Registrars, The Causeway,
Worthing, West Sussex BN 671 not less than 48 hours belore the time appointed for the meeting but if
forms are not so lodged they may be handed 1o the chairman al the meeting,

Entitlement to vote at the meeting or any adjournment thereof, and the number of votes which may be cast
thereat. will be determined by reference to the register of members (other thun members ineligible Lo vote) of
the Company at 6.00 p.m. on 27 November 2004 or, il the mecting 15 adjourned, 48 hours belore the time
lised for such adjourned meeting,

By the said order. the Courl has appainted Anthony Wilkd or, Tailing him, David Hunting, or failing him
Roberi Wade to act as chairman of the meeting and has directed the chairman to report the result of the
meating to the Court,

The said Scheme of Arrangement will be subject to the subsequent sanction of the Court.

Dated 5 November 2004

MeDermott Will & Emery
T Bishopsgule

London EC2N AR
Solicitars to e Company



PART 10

El Oro and Exploration Company p.l.c.

{ Regixtered in England and Wales No, 80408 )

NOTICE OF EXTRAORDINARY GENERAL MEETING

Notice is hereby given that an Extraordinary General Meeting of E1 Oro and Exploration Company p.l.c.
{the “Company™) will be held at The Cavalry and Guards Club, 127 Piccadilly, London W1 7TPX a1
11.05 a.m. on 29 November 2004 (or. if later. immediately following the conclusion or adjournment of the
meeting of the Court Meeting Stockholders (as defined in the Scheme of Arrangement referred to below)
convened for 11.00 2.m. on the same day, and at the same place, by an order of the High Court of Justice in
England and Wales) (the *Court”) for the purpose of considering and, if thought fit, passing the following
resolutions, of which resolutions 1 to 3 shall be passed as ordinary resolutions and resolution 4 as a special
resolution:

)

Ordinary Resolutions

that the transfer to Perceval Limited (of which Robin Parish is the sole sharcholder and a director) of
the entire shareholding of Danby Registrars Limited pursuant 1o the Scheme of Arrangement, bemng a
substantial property transaction involving a director under Section 320 of the Com panies Act 1985, be
and is hereby approved,

that the transfer to an associate (as defined in the Listing Rules) of Robin Parish ol the entire
shareholding of Danby Registrars Limited pursuant to the Scheme of Arrangement, be and is hereby
approved;

that the transfer 1o Perceval Limited. a company wholly owned by an associate (as defined in the
Listing Rules) of The Hon. Mrs. E. C. Parish. of the entire shareholding of Danby Registrars Limited
pursuant to the Scheme off Arrangement, be and is hereby approved.

Special Resolution

that the Scheme of Arrangement dated 5 November 2004 between the Company and the holders of its
El Oro Stock Units (as defined in the said Scheme of Arrungement, the terms of which are set forth in
the circular to the Company’s stockholders dated 5 November 2004) in its original form or with or
subject to any modification, addition or condition approved or imposed by the Court. be approved and
the directors of the Company be authorised to take all such action as they consider necessary or
appropriate for carrying the Scheme of Arrangement into effect and for the purpose of giving effect Lo
the Scheme of Arrangement:

(1) the RP Stock Units (as defined in the said Scheme of Arrangement) shall be redesignated as B
Shares, which shall rank in all respects pari passu with the El Oro Stock Units save that they shall
not be admitted 1o Listing on the Official List of the UK Listing Authority or to trading on the
London Stock Exchange:

(b)  the share capital of the Company be reduced by cancelling und extinguishing all the *B" Shares
{as defined in the Scheme of Arrangement); and

(¢)  the share capitul of the Company be reduced by cancelling and extinguishing all the Danby Stock
Units (as defined in the Scheme ol Arrangement).

Registered office: By order of the Board
41 Cheval Place Christopher Burman
London Secretary

SWTIEW

5 November 2004
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PART 10

El Oro and Exploration Company p.l.c.

{ Registered in England and Wales No. 80408 |

NOTICE OF EXTRAORDINARY GENERAL MEETING

Notice is hereby given that an Extraordinary General Meeting of El Oro and Exploration Company p.le
(the “Company™) will be held at The Cavalry and Guards Club, 127 Piccadilly, London W1J 7PX at
11.05 a.m. on 29 November 2004 (or, il later, immediately following the conclusion or adjournment of the
meeting of the Court Meeling Stockholders (as defined i the Scheme of Arrangement referred to below)
convened for 11.00 a.m. on the same day, and a1 the same place, by an order of the High Court of Justice in
England and Wales) (the “Court™) for the purpose of considering and, if thought fit, passing the following
resolutions, of which resolutions 1 to 3 shall be passed as ordinary resolutions and resolution 4 as a special
resolution:

Ordinary Resolutions

that the transfer to Perceval Limited (of which Robin Parish is the sole shareholder and a director) of
the entire shareholding of Danby Registrars Limited pursuant to the Scheme of Arrangement, being a
substantial property transaction involving a director under Section 320 of the Companies Act 1985, be
and 15 hereby approved;

that the transfer to an associate (as defined in the Listing Rules) of Robin Parish of the entire
shareholding of Danby Registrars Limiled pursuant to the Scheme of Arrangement, be and is hereby
approved;

that the transfer to Perceval Limited, a company wholly owned by an associate (as defined in the
Listing Rules) of The Hon. Mrs. E. C. Parish, of the entire sharcholding of Danby Registrars Limited
pursuant to the Scheme of Arrangement, be and is hereby approved.

Special Resolution

that the Scheme of Arrangement dated 5 November 2004 between the Company and the holders of its
El Oro Stock Units (as defined in the said Scheme of Arrangement, the terms of which are set forth in
the circular to the Company’s stockholders dated 5 November 2004) in its original form or with or
subject to any modification, addition or condition approved or imposed by the Court, be approved and
the directors of the Company be authorised 1o take all such action as they consider necessary or
appropriate for carrying the Scheme of Arrangement into effect and for the purpose of giving effect to
the Scheme of Arrangement:

(a)  the RP Stock Units (as defined in the said Scheme of Arrangement) shall be redesignated as *B"
Shares, which shall rank in all respects pari passu with the El Oro Stock Units save that they shall
not be admitted to Listing on the Official List of the UK Listing Authority or to trading on the
London Stock Exchange,

{b)  the share capital of the Company be reduced by cancelling and extinguishing all the “B" Shares
(s defined in the Scheme of Arrangement); and

(¢)  the share capital of the Company be reduced by cancelling and extinguishing all the Danby Stock
Units (as delined in the Scheme of Arrangement).

Registered affice; By order of the Board
41 Cheval Place Christopher Burman
London Secretary

SW7I1EW

5 November 2004



