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CHIEF EXECUTIVE’S STATEMENT

increasing:

The Group delivered a year of
continued growth, reporting record
sales up 30% to £70.5 million
(20006 restated: £54.1 million).

Review of the period

The Group delivered a year of continued
growth, reporting record sales up 30% to
£70.5 million (2006 restated: £54.1 million),
with profit before interest, tax, depreciation
and goodwill amortisation growing by over
30% to a record high of £25.1 million

(2006 restated: £19.2 million). Operating

cash flow of £23.6 million was generated to
fund the continued expansion of the business.

Operational review

Surface Mining

The Surface Mining business continues to
grow steadily in line with the Group’s strategy.
During the year, the Group brought two new
mines at Glenmuckloch and Laigh Glenmuir
into production and both mines operated
ahead of expectations. In addition, 16km

of overland conveyors linking the sites to the
rail loading facility at Crowbandsgate were
constructed with the assistance of a £2.2 million
Freight Facilities Grant provided by the Scottish
Executive. The conveyors, which can handle
up to 500 tonnes of coal per hour, remove over
50,000 lorry loads of coal from local roads and
significantly reduce the environmental impact
of these sites.

The Grievehill mine finished production

on existing reserves in November 2007.

An application for a further one million tonne
extension was approved by the Local Planning
Authority in November 2007 and ratification

of this decision by the SEPD is awaited,

with mining expected to re-commence

in February 2008.
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In addition to Grievehill, a Surface Mining
planning application was submitted for Rigg

in Dumfries and Galloway for 1.3 million tonnes
and an extension of 0.7 million tonnes to the
Glenmuckloch mine was identified. During
2008, the Group expects to submit at least

two further new planning applications for

2.1 million tonnes of surface mine reserves.

The Surface Mining business has an
estimated 7.9 million tonnes of proven

and probable reserves. Subject to the
approval of the Grievehill extension these

are sufficient to satisfy production at current
capacity levels for over three and a half years.
This is approximately double the reserve life
that the Company had when it came to

the Stock Market.

Regeneration

ATH Regeneration continues to operate
ahead of expectations at its coal washing
plant at Grimethorpe utilising its unique
natural medium coal recovery techniques.
Coal is being extracted from the coal tip at
rates and qualities higher than anticipated at
the time of acquisition in 2006. Coal recovery
at Grimethorpe is expected to cease during
2008 with the site entering a period of restoration.

In March 2007, the Group acquired 12.3 acres
of development land at Pinxton in Derbyshire
to facilitate the access and washing of the
Langton coal tip which was part of the 2006

Site preparation for a new coal processing plant
installed at Garleffan. All coal produced is cleaned
and sorted into different grades prior to despatch
to customers.

The Group has a dual
strategy of growing coal
reserves organically...whilst
continuing to identify suitable
complementary acquisitions.

acquisition. A planning application has been
submitted and the operations are expected
to commence in 2008.

Several new tip washing opportunities

have been identified and negotiations with
prospective partners where the necessary
planning permission is in place are ongoing
on two further projects. On agreement of terms
with these partners, 1.3 million tonnes would
be added to either the reported proven
reserves or future order book. Progress is
also being made on two further tip washing
operations expected to commence in the UK
in the next two years.

In addition, a number of projects are being
actively pursued in Australia. The Directors
have identified a clear opportunity to build a
presence in this much larger coal production
market, where the Group’s successful coal
recovery techniques are not presently employed.

France

The Group continues to pursue its
development opportunities in France.

The Administrative Court in Toulouse has
found in the Group’s favour on litigation
brought against the French State after their
refusal of applications to transfer concessions
at Bertholene in 1997. The Directors hope that
this ruling will have significance in progressing
the French State’s determination of the Group’s
long outstanding application for a concession
at Commentry.
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The Surface Mining business proudly commissioned its overland conveyor this year. The 16km
conveyor system quietly and efficiently transports coal from the mines to the Company’s rail
loading facility in East Ayrshire. Through this innovation the majority of the Company's coal
can reach its power station customers without using the road system — a saving of hundreds

of thousands of lorry journeys over the next few years — providing a beneficial community and
environmental solution.

With imports of coal at record levels, the Company plays an important role in producing local
coal to the high environmental standards necessary in our modern and sophisticated economy.

The business plays an active part in the local communities in which it operates and has donated
over £2 million to local community schemes over the last ten years.
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