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Southern Cross Resources Inc. (listed as “SXR” on the Toronto Stock Exchange) is dedicated 

to the acquisition, exploration and development of uranium properties to create value for 

shareholders. With a commitment to achieving the highest level of professionalism in the 

conduct of its business practices, the focus of the Company is to grow and to develop a 

diversifi ed portfolio of assets, including the permitted Honeymoon Project and exploration 

properties in both Canada and Australia.

SXR is a Canadian company located in Toronto, Canada, with its subsidiary, Southern Cross 

Resources Australia Pty. Ltd., located in South Australia. Since incorporation in 1997, SXR 

has acquired Exploration Licences (ELs) in South Australia and entered into Joint Ventures 

(JVs) in South Australia and Canada. Current licences include Yarramba, South Eagle, 

Goulds Dam, Katchiwilleroo, Ethiudna (a JV with Equinox Resources Ltd.), and Karkarook 

(a JV with Olliver Geological Services Pty. Ltd.). In Canada, SXR has a JV with Pitchstone 

Exploration Ltd. in the Athabasca Basin.

Having secured Honeymoon as a fully permitted operation with minimal startup time, the 

focus in 2004 was exploring for additional uranium resources on the Honeymoon mining 

license and assessing development options for the Honeymoon Project. Th roughout the year, 

the Company also began exploration in Canada and began planning for exploration on newly 

acquired properties in South Australia.
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• Achieved debt free status through a series of transactions with lender Resource Capital

 Fund (RCF), leaving the Company with a broader shareholder base and $5.4 million in

 cash as of December 31, 2004.

• Drilled scoping holes at Honeymoon which confi rmed the presence of a high-grade 

 Tertiary uranium deposit suitable for in-situ leach mining. It was also concluded that 

 resources at Honeymoon and East Kalkaroo, which total 9.3 million pounds of U3O8,

 are unlikely to increase signifi cantly with further drilling.

• Signed a Heads of Agreement with Equinox Resources Ltd. to explore for Tertiary 

 uranium on Equinox’s Exploration Licence “Ethiudna” adjacent to SXR’s Goulds Dam 

 and Katchiwilleroo licences. SXR has exclusive rights to explore for Tertiary-hosted 

 uranium mineralization. 

• Completed drill testing of the zone of mineralization between the Honeymoon resource 

 and Brooks Dam confi rming the presence of basal sand mineralization downstream 

 from Honeymoon, although mineralization was not of suffi  cient grade to be considered 

 a resource.  

• Signed a Letter Agreement to earn a 50% interest and form a Joint Venture covering a 

 number of Pitchstone Exploration Ltd.’s Athabasca properties. Th e Agreement covers 

 23,551 ha of properties, including: Darby/Candle, Waterfound, Moon Lake, and Lynx Lake. 

• Commissioned a cost and engineering study with Ausenco Ltd. to determine the costs

 of a new commercial plant at Honeymoon with production capacity of 400 tonnes 

 (880,000 pounds) per annum of U3O8. Based on the results, a decision was made to 

 keep the Honeymoon Project on hold until uranium prices increase to a level that 

 would support a production decision based on shareholder value and conservative 

 management of production startup risks.  

• Completed drilling 117 holes at Goulds Dam, which is considered suffi  cient to recalculate 

 a resource for the area drilled. All holes were logged using SXR’s Prompt Fission Neutron 

 (PFN) tool. A revised resource fi gure for Goulds Dam, complying with both JORC and 

 NI 43-101 reporting standards, will be published in the second quarter of 2005. 

• Maintain readiness for construction of a commercial plant at the Honeymoon Project, 

 while continuing exploration in South Australia and Canada and assessing new projects.

• Publish a resource fi gure for Goulds Dam Prospect (0.9 km2) in compliance with 

 NI 43-101 reporting standards.   

• Restart drilling in the second quarter in the broader Goulds Dam area (1900 km2). 

• Re-log previous drill core at the Karkarook JV property, acquired in January 2005, and 

 interpret existing geophysical data to identify exploration targets. Th is property has the 

 potential to contain unconformity-type uranium mineralization similar to deposits in 

 northern Australia and the Athabasca Basin. A drill test is planned for 2005. 

• Accelerate exploration at the Pitchstone Project in the Athabasca Basin. Flow-through 

 funding, obtained for exploration in 2005, has resulted in the successful completion of 

 extensive geophysical work which has refi ned existing drill targets and identifi ed new 

 ones. Plans are underway to commence drilling in the second half of 2005 at Water-

 found, where there is year round road access, followed by drilling at Darby/Candle in 

 January 2006 and onward, as climatic conditions permit. 

SXRin2004

SXRin2005
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Southern Cross Resources is pleased to present its eighth Annual Report to shareholders. 

Overall, this was a year of transition in which we repositioned the Company in the market 

place, establishing a solid, realistic foundation on which to build shareholder value. Th is 

repositioning was based on key initiatives, including: drilling to confi rm existing resources 

at Honeymoon and Goulds Dam; putting the Honeymoon Project on a stronger technical 

footing; and adding two promising new exploration projects in Australia and Canada where 

the targets are massive unconformity-style uranium deposits. 

As shareholders are aware, however, the year was not without disappointment. SXR’s share 

price did not perform as hoped over the year as the market re-rated the Company during 

this period of transition. Despite the share price disappointment, we believe the transition 

will enhance SXR’s unique position among new uranium companies – a position of having 

cash fl ow visibility, excellent upside exploration potential, and a growing and diversifi ed 

portfolio of assets. 

In 2004, eff ort was dedicated to refi ning the Honeymoon Project. Drilling on the Honeymoon 

Mining License increased confi dence in the resources but also indicated that a signifi cant 

increase beyond 9.3 million pounds was not likely. In August, Ausenco, an independent 

engineering fi rm, was engaged to complete a cost and engineering study for a commercial-

messagetoshareholders
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scale plant at Honeymoon with a design capacity of 400 tonnes (880,000 pounds) per 

annum of U3O8. Given increases in capital and operating cost estimates, project returns 

were not seen as creating suffi  cient shareholder value with 2004 uranium prices; hence, it 

was decided to maintain the project on hold. Honeymoon, as a re-sized project, remains 

in a state of production-readiness as uranium prices are forecast to increase to a level that 

would support a production decision based on shareholder value and conservative 

management of production startup risks. 

First phase drilling was completed in December to scope the stated indicated resource of 

2,500 tonnes (5.5 million pounds) of U3O8 at Goulds Dam Prospect, an area of 0.9 km2 in 

the total 1,900 km2 Goulds Dam Project area. A revised resource for Goulds Dam Pros-

pect will be published early in the second quarter of 2005 and exploration drilling at the 

larger Goulds Dam Project area is scheduled to recommence during the second quarter. In 

addition, a new tenement (Ethiudna) was added to SXR’s ground position through a Joint 

Venture, and plans are in hand to test prospective targets during the year. 

Th e Company advanced its goal of diversifying technically and geographically by 

adding two promising new projects to its exploration portfolio by way of Joint Venture 

– the Pitchstone Project in Canada and the Karkarook Project in South Australia. 

Th e Pitchstone properties are superbly located in a region that hosts over 30% of the 

world’s uranium production and some of the largest and highest grade uranium resources 

in the world (see Map, Page 7). Previous exploration on the properties highlighted the 

potential for signifi cant discoveries and, by end of year, SXR’s airborne surveys allowed de-

tailed interpretation of basement geology. Th e results, which showed clearly defi ned gravity 

responses coinciding with electromagnetic conductors and magnetic lows, have identifi ed 

and refi ned new drill targets for 2005. Drilling is scheduled to commence in the fall of 

2005 and to continue throughout 2006. 

SXR commenced an important new phase of exploration in Australia with the Karka-

rook Project, whose geological setting is similar to the Athabasca Basin. Using geological 

knowledge and techniques developed in the Athabasca Basin, SXR will begin exploration 

at Karkarook in 2005, targeting unconformity-type mineralization – with the associated 

potential of discovering large, high-grade Athabasca-type deposits. 

Importantly, the project generation initiative that yielded these new projects will continue 

in 2005 and the Company will pursue growth opportunities where value can be added. 
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Th e Company’s balance sheet is healthy, with cash of $5.4 million and no debt at year end.

In February, the Company exercised its right to require Resource Capital Fund (RCF) to 

exercise its 6.3 million share purchase compensation warrants, with the proceeds used to 

repay the $4.08 million debt to RCF. In October, a private placement of 1 million common 

shares (one half in fl ow-through shares) increased the Company’s gross cash position by 

$1.2 million. 

Progress was also made amending the Company’s sales contracts. An amended contract 

was fi nalized with exposure to increasing uranium prices, and indications are that 

remaining contracts can be amended in a similar way to support development of the 

Honeymoon Project. 

In the uranium market, supply and demand fundamentals have driven strong price 

increases in the spot and term markets in 2004, and appear set to drive continued, 

sustainable price increases in the foreseeable future. With the best uranium market in 

decades, the future looks exceedingly bright for uranium companies with near-term 

production prospects and exploration potential. 

Th e Company’s vision is to become recognized as the best junior uranium exploration 

and development company in the world. Our aim is to develop a growing, diversifi ed 

and well-managed portfolio of projects that create value for shareholders. In continuing 

pursuit of this vision, our strategy is to:

• develop Honeymoon to provide sustaining cash fl ow when the economics are right

• continue exploration for Tertiary uranium in South Australia

• commence a substantial drilling campaign in the Athabasca

• plan and progress exploration on the new Australian unconformity-type uranium project

• continue project generation eff orts by way of staking claims, acquisition or merger 

Although the Company may not have met market expectations in 2004 with its reposi-

tioning and expansion of projects, we believe SXR is in a stronger position in the market 

place and stands out among uranium companies with its signifi cant leverage to increasing 

uranium prices. Few companies can off er both the possibility of sustaining, operating cash 

fl ow, dependent only on higher uranium prices, as well as a premier exploration portfolio 

with projects in the two best uranium exploration locations – Australia and Canada. 

Th e coming year promises to be exciting for Southern Cross and its shareholders as we 

implement plans and move closer to achieving our vision. We thank you for your continued 

interest and invaluable support. 

“Signed”

Mark Wheatley

Chairman and Chief Executive Offi  cer

April 11, 2005
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Th e Honeymoon Project, on Mining Lease 6109, is fully permitted and highly leveraged 

to increased uranium prices, with an estimated lead time to production of less than 18 

months. Honeymoon has a mining lease which is valid for another 21 years, and has 

produced 65,000 pounds of U3O8 through operation of a demonstration plant. 

In 2004, $1.6 million was invested in exploration and a cost and engineering study. Using 

SXR’s state-of-the art PFN logging tool, 49 holes were drilled and logged confi rming the 

presence of high grade ISL-amenable mineralization at Honeymoon. Th e results suggested 

that further drilling would be unlikely to signifi cantly change the Indicated Mineral Re-

source of 4,200 tonnes (9.3 million pounds) of U3O8. 

In August, Ausenco, an independent engineering fi rm, was engaged to complete a cost 

and engineering study for a plant at Honeymoon with a design capacity of 400 tonnes per 

annum (880,000 pounds) U3O8 and a mine life of six to eight years. Using an exchange 

rate of US$1 = A$0.70, this study determined that construction costs would be US$24.6 

million and working capital requirements would be US$6.3 million (for a total capital 

requirement of US$30.9 million) and that the average cash operating cost per pound 

is expected to be US$12.40 over the life of the mine. From these results, the Company 

decided to continue the project on care and maintenance ready to proceed into produc-

tion when higher uranium prices materialize. With an estimated lead time to production 

of less than 18 months and more than half of its planned annual production expected to 

remain uncommitted, the project is highly leveraged to increasing uranium prices. 

Th e Goulds Dam Project has tenements covering 1900 km2 and includes Goulds Dam, 

Katchiwilleroo and Ethiudna, which is a JV with Equinox Resources Ltd. Goulds Dam 

is located 75 km from Honeymoon (see Map, Page 6). In the 1970s, resources were esti-

mated using gamma logging methods, and consisted of an Indicated Mineral Resource of 

5.5 million pounds of U3O8 at Goulds Dam Prospect, and an Inferred Mineral Resource 

of 7.9 million pounds of U3O8 at Billeroo which lies within the Goulds Dam tenement.

In the last quarter of 2004, 117 holes were drilled at the Goulds Dam deposit, an area of 

0.9 km2 in the total Goulds Dam ground position of approximately 1,900 km2. Th e holes 

were drilled on uniform 80 metre spacing to scope the existing stated Indicated Mineral 

Resource. Th e deposit has a length of about 1 km and occurs in a largely untested buried 

palaeodrainage system which has an aggregate length of more than 100 km on SXR’s tene-

ments. Th e resource at the Goulds Dam deposit is judged from previous drilling to be too 

projectupdate

Honeymoon 

Australian Exploration
– Goulds Dam 
and Karkarook 
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small to be developed on its own. However, the larger Goulds Dam area off ers potential 

to host uranium mineralization and Honeymoon type deposits, particularly where SXR’s 

airborne electromagnetic and ground gravity surveys have indicated structural traps in the 

palaeodrainage. A revised mineral resource estimate will be completed and published dur-

ing the second quarter of 2005, during which exploration at the Goulds Dam Project area 

is also scheduled to recommence. 

Th e Karkarook Project, on EL 3214, has an area of 180 km2 on the Eyre Peninsula and is 

contiguous with tenements being claimed by Cameco Australia Pty. Ltd. Prospecting and 

aerial surveying in the 1950s revealed that salt lakes on the property are radioactive and 

scintillometer readings in 1979 returned anomalous values of up to 18,000 cps (natural 

background levels are less than 500 cps). Prior to 1983, explorers including Pancontinental 

Mining Ltd. and PNC Exploration Pty. Ltd., recognized that the geological setting on the 

Eyre Peninsula was similar to that of many northern Australian deposits. However, explora-

tion activity was curtailed due to restrictive government policies and weakness in the price 

of uranium. In early 2005, SXR signed a Letter Agreement for a JV with Olliver Geological 

Services Pty. Ltd. (OGS) for SXR to conduct uranium exploration. OGS retains rights to 

gypsum and other near-surface minerals. SXR has a 90% interest in all uranium and OGS 

will have a 10% free-carried interest until SXR has expended A$1 million. At that point, 

OGS must spend its 10% share of expenditure or be diluted to 1%. It is planned to drill 

test the radioactive anomalies during 2005.

Stratigraphic Mineral Resource Statement – (Unchanged from 2003)1

Deposit Tonnes Avg. Grade Avg. GT U3O8 U3O8 Resource

 (million) (% U3O8) (m% U3O8) (tonnes) (million lbs) Classifi cation

 Honeymoon 2.8 0.12 0.84 3,300 7.3 Indicated

 East Kalkaroo 1.2 0.074 0.38 910 2.0 Indicated

 Goulds Dam 2 5.6 0.045 0.38 2,500 5.5 Indicated

 Total Indicated    6,710 14.8

 Billeroo 12.0 0.03 0.23 3,600 7.9 Inferred

1. Upper and Lower Basal Sands only.  Resources stated at a 0.01% U3O8 cut-off  and a 0.2m% U3O8 GT secondary cut-off .

2. To be revised in Q2/05

Th e Pitchstone Project originated in September 2004 when a Letter Agreement was 

signed with Pitchstone Exploration Ltd., a private Canadian company. Th is investment, as 

part of SXR’s global expansion plan, has expanded exploration into a region which hosts 

over 30% of the world’s known uranium deposits. Th e agreement includes fi ve properties 

known as the Darby, Waterfound, Moon Lake, Lynx Lake and Candle. Pitchstone holds a 

100% interest in the Darby, Waterfound, Moon Lake, and Lynx Lake mineral exploration 

properties as well as an option to earn a 75% interest in the Candle property. Exploration 

is funded and managed as a separate stand-alone project, with Ted Trueman, President 

of Pitchstone, as the operator. Ted Trueman is a highly respected geologist with over 35 

years in mineral exploration and production, including extensive experience in uranium 

Current Mineral 
Resources in 

South Australia

Athabasca Basin 
Exploration 

– Pitchstone 

SXR’s South Australian Properties
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exploration within the Athabasca Basin. 

Previous exploration has identifi ed over 60 km of Electro-Magnetic (EM) conductors on 

these properties. Darby/Candle (15,993 ha), with 53 km of conductors, is located directly 

between Cameco’s Cigar Lake and McArthur River mines (10 km from Cigar Lake and 

20 km from McArthur River) and adjoins Cogema’s Close Lake Project. Historic drilling 

has indicated several off sets of the unconformity, a zone of discrete faulting, and numer-

ous graphitic-pyritic pelite horizons in the basement. Waterfound (1,694 ha) includes 5 

km of conductors and is located 55 km north of Darby/Candle. Lynx Lake (1,274 ha) 

has 1 km of conductors (untested) and lies along strike from McArthur River. Moon Lake 

(4,590 ha) possesses 5 km of conductors and is contiguous with the Cameco-JCU-Co-

gema property hosting the Millennium deposit. Cameco recently reported an Indicated 

Mineral Resource of 35 million pounds of U3O8 and an Inferred Mineral Resource of 16 

million pounds U3O8 at the Millennium Deposit, which is 1 km from the Moon Lake 

property boundary.

Extensive geophysical work has been successfully completed under the JV, with gravity 

surveying at Darby/Candle and Waterfound showing clearly defi ned gravity responses 

coinciding with signifi cant EM conductors and magnetic lows, highlighting attractive 

locations for drilling. Results to date have allowed for refi ning and prioritizing of existing 

drill targets and identifying new targets for drilling later in 2005 and into 2006.  

During the year, SXR began compiling and analyzing a comprehensive global database of 

uranium deposits and occurrences. Th is database, which focuses on the technical aspects 

of the global distribution of uranium, is being used to identify the best projects worthy of 

joint ventures or mergers. In addition, the database is being used to develop new con-

ceptual uranium projects in areas with little historical exploration which possess the key 

ingredients seen in uranium provinces elsewhere.

SXR’s recently acquired Karkarook Joint Venture is an example of this conceptual project 

generation. Karkarook is only part of a much larger project currently being generated by 

SXR in South Australia which is applying principles adopted from the Athabasca and 

Northern Australian unconformity-style uranium deposits. Ongoing work includes apply-

ing for exploration licences, re-logging historical drill core, researching open fi le reports 

and reprocessing existing geophysical datasets. 

Project Generation

The SXR/Pitchstone Athabasca 
Properties
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Th e spot price of uranium has been on an uneven but strong overall upward trend from 

its historic lows of US$7.10 at the end of 2000. By the end of 2004, the spot price had 

reached $20.70, an increase of 43% from $14.50 at the end of 2003. By April 11, 2005, 

when this report was written, the spot price had reached $23.20 per pound – more than 

triple the price at the end of 2000. Th is remarkable escalation in spot prices was more 

than matched by increases in long-term contract prices. Th e long-term price increased 

from $18.00 on May 31, 2004 (when Ux Consulting began publishing term prices), to 

$25.00 at the end of 2004, a 28% increase over 6 months. By April 11, the long-term 

contract price was US$27.00, constituting an unprecedented gap between the spot price 

and the long-term contract price.

Th e sustained increase in uranium prices refl ects a fundamental reality. Th ere is insuffi  -

cient primary uranium production from mines to meet existing demand. Th e level 

of world production – about 92 million pounds in 2004 – met less than half of the 

approximately 172 million pounds required by nuclear utilities over the year and has 

been shown over recent years to be at risk of interruption or closure. Further, just as 

readily-available surplus inventory has cleared the market, demand is increasing with 

power up-rates of existing reactors and the addition of new reactors worldwide. 

Indeed, nuclear power is set to play a larger role in meeting base load energy requirements, 

which are estimated by the World Energy Council to almost double from 1990 levels in 

the next 15 years. 

uraniummarketoverview

 Year Spot Price  Change  
  at Year End During

 2000 $7.10 
 2001 $9.30 +31%
 2002 $10.20 +10%
 2003 $14.50 +42%
 2004 $20.70 +43%
 April 11/05 $23.20

Uranium Spot Price, 2000-2004
data from: The Ux Consulting Company, LLC at www.uxc.com
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Also, as nuclear power is the only form of base load generation producing no CO2 emis-

sions, its role in addressing global environmental priorities is increasingly recognized by 

governments and non-governmental organizations as essential to energy planning.  

In addition to the depletion of surplus inventory, there are other important stories from 

2004. Th ese include: 

• Russia’s continuing need to take back feed from the highly enriched uranium (HEU)

 deal for its own increasing requirements 

• further weakening of the US dollar

• the emergence of major reactor build programs in China and India, accompanying

  ongoing construction elsewhere in Asia

• 25 new commercial power reactors currently under construction and 37 on order or planned

• a major shift towards public, governmental and non-governmental acceptance of

 nuclear energy 

• the construction of a new reactor in Europe (with plans for additional reactors) 

• utility submissions of early site permit applications for new reactors in the United States

• Advanced reactors being developed in Japan, France, Germany, Russia, Canada and the

 U.S., with some designs already in commercial operation.

Emerging trends that may aff ect the market and prices going forward include the entrance 

of new market traders in uranium as a commodity and the emergence of junior uranium 

exploration companies, although it may be some time before new production comes on 

stream from these sources. All these factors have focused attention on the availability of 

uranium, security of supply – and the potential for shortages. 

With continuing upward pressure on both spot and long-term price at this time, most 

industry forecasters expect uranium prices to reach and maintain signifi cantly higher levels 

as utilities proceed to fi ll uncovered demand in the face of limited commitments of future 

supplies by producers and intermediaries. With the combination of current and future 

market fundamentals, the future looks bright for uranium companies with economic 

resources and near-term production prospects.

Spot in 2004 dollars = $110

Apr 11/05 spot price = $23.20 
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managementdiscussion
andanalysis

Th e following discussion of performance, fi nancial condition and future prospects should 

be read in conjunction with the consolidated fi nancial statements of the Company and 

related notes thereto for the year ended December 31, 2004, which have been prepared in 

accordance with Canadian generally accepted accounting principles. Th is discussion covers 

the last completed fi nancial year ended December 31, 2004, and up to February 20, 2005. 

All dollar amounts are Canadian dollars unless otherwise indicated.

In 2004, the Company invested $1.6 million in exploration and a cost and engineering 

study for the Honeymoon Project. A total of 307 holes (37,425 metres) were drilled in 

South Australia during the year, including 190 holes at Honeymoon and 117 holes at 

Goulds Dam using the Company’s new prompt fi ssion neutron tool. Th e drilling results 

on Honeymoon Mining Lease 6109 suggested that further drilling would be unlikely 

to signifi cantly change the previously stated indicated resource of 4,200 tonnes (9.3 

million pounds) of U3O8. In August 2004, the decision was made to engage Ausenco, 

an independent engineering fi rm to complete a cost and engineering study for a plant at 

Honeymoon with a design capacity of 400 tonnes per annum (880,000 pounds) U3O8. 

Th is rate of production equates to a mine life of six to eight years. Construction and 

working capital requirements were estimated to be US$31 million and a total unit cash 

operating cost over the life of the mine of US$12.40 per pound based on an exchange 

rate of US$1 = A$0.70. From these results, the Company decided to maintain the project 

in a status ready to proceed into production when higher uranium prices materialize. 

Th e project is highly leveraged to higher uranium prices given the estimated lead time to 

production is less than 18 months and more than half of its planned annual production is 

expected to remain uncommitted. 

Drilling at the Goulds Dam prospect covering an area of 0.9 square kilometers out of a 

total area of approximately 1,800 square kilometers was conducted prior to year end to 

scope the existing stated indicated resource of 2,500 tonnes (5.5 million pounds) of U3O8. 

Th is drilling was conducted on a uniform 80 metre spacing and a revised resource will be 

published at the end of the fi rst quarter in 2005. Exploration at the Goulds Dam Project 

area is scheduled to recommence in the second quarter of 2005. 

General

Overall Performance
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In September 2004, as part of the Company’s global expansion plan, a Letter Agreement 

with Pitchstone Exploration Ltd. was signed to earn a 50% interest in properties in the 

Athabasca Basin of Northern Saskatchewan. Th is investment has expanded the Company’s 

exploration portfolio in a region which hosts over 30% of the world’s known uranium 

deposits. By year end, high resolution airborne geophysical surveys of the properties 

providing detailed interpretation of basement geology and structural architecture 

had been completed. Th e results show clearly defi ned gravity responses coinciding 

with electromagnetic conductors and magnetic lows, which has refi ned and identifi ed 

additional drilling targets. Logistical preparations of the target areas will continue during 

the fi rst half of the year with drilling scheduled to commence in the fall of 2005 and 

continue throughout 2006. 

Interest income increased by $279,634 from the previous year as the Company main-

tained a higher cash position in 2004 compared to 2003. As a result of an asset review 

in December 2004, $1.05 million of plant, property and equipment was written off . 

An additional charge of $1.14 million was recorded for assets purchased during the 

permitting phase that were not depreciated from their original acquisition date. Th ese 

transactions were the most signifi cant contributor to the total expenses of $4.2 million in 

2004. Th e remaining assets will be used in exploration activities and depreciated according 

to their use and remaining lives. 

During 2004, both the spot and contract prices of uranium continued to increase. By 

February 20, 2005, the spot price had increased to US$21.10 from US$14.50 at the 

start of 2004, a 45% increase. Th e long term contract price of uranium increased even 

more substantially, escalating from US$18.00 on May 31, 2004 (the date when Ux 

Consulting began tracking long term uranium prices) to US$26.00 by February 20, 

2005. Th is represents a 45% increase similar to that in the spot market, but over a shorter 

time period. Supply and demand fundamentals appear to be strong in the long-term and 

favourable for continued price increases. Market analysts such as Ux Consulting state that 

there is continuing upward pressure on both spot and long-term price at this time.

Th e following table provides selected consolidated fi nancial information that should be 

read in conjunction with the consolidated fi nancial statements of the Company. All dollar 

amounts are stated in Canadian dollars.

YEAR ENDED DECEMBER 31 2004 2003 2002

Revenues 357,089 76,609 8,948

Net loss 3,812,257 259,054 618,852

Loss per share 0.06 0.01 0.02

Total long-term liabilities – 4,080,000 –

Total assets 41,155,428 41,371,530 15,574,836

During the exploration and development stage, revenues are derived mostly from interest 

earned on the balances of cash held on deposit. Th e increase in interest earned of $279,634 

during 2004 was the result of the average cash position being higher than 2003 and 2002.

Total expenses for 2004 were $4,169,346 versus $335,663 in 2003 with the increase in 

2004 being aff ected by one-off  transactions. Th e 2004 expenses include property, plant 

and equipment write-off  and an additional depreciation amount totaling $2.2 million. In 

2003, the expenses included a foreign exchange gain of $1.64 million as a result of a debt 

conversion and a depreciation expense of $220,237. Removing the one-off  transactions, the 

2004 expenses are $1,725,832 compared to $1,755,210 for 2003, resulting in an eff ective 

decrease in total expenses of $29,378 in 2004.

Selected Financial 
Information

Results of Operations

MD&A
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An analysis of the net decrease of $29,378 shows that a sales renegotiation charge of 

$243,094 incurred in 2003 and a reduction of offi  ce rent during 2004 totaling $62,086 

were off set by increases in 2004 of non-cash stock-based compensation expense (derived 

from Black-Scholes valuation model) of $214,907 and salaries of $96,156.

Th e following table provides selected consolidated fi nancial information that should be 

read in conjunction with the consolidated fi nancial statements of the Company. All dollar 

amounts are stated in Canadian dollars.

2004 Q4 Q3 Q2 Q1

Revenues 60,712 79,425 81,448 135,504

Net loss (profi t) 2,581,630 356,689 812,912 61,026

Loss (earnings)/share 0.04 0.00 0.02 0.00

2003 Q4 Q3 Q2 Q1

Revenues (1,232,735) 1,267,227 3,949 38,168

Net loss (profi t) 719,102 (985,850) 60,289 (52,595)

Loss (earnings)/share 0.00 (0.02) 0.02 0.00

Th e above table shows amounts as published in the interim consolidated fi nancial 

statements for the applicable period.

In 2004, the net loss presented in Q2 included an unrealized foreign exchange conversion 

loss of $404,631 as the Canadian dollar commenced a sharp appreciation against the 

Australian dollar which continued through to the end of the year. In Q4, a $248,000 

unrealised foreign exchange loss on cash balances and the review of property, plant and 

equipment resulting in a write-off  and depreciation of $2.2 million, accounted for the 

majority of the loss in the period of $2.6 million.

In 2003, the variance in revenues from Q3 to Q4 is due to a reclassifi cation at year end 

in relation to a realized foreign exchange gain on converting debt into equity. Th e Q3 

revenues were reclassifi ed to deferred exploration and development on fi nal audit revue 

in Q4. Also in 2003, Q1 profi t of $52,595 was due to an unrealized foreign exchange 

conversion gain of $106,457.

 

On February 17, 2004, the Company exercised its right to require Resource Capital Fund 

(“RCF”) to exercise its 6,276,923 share purchase compensation warrants valued at $0.65 

with the proceeds used to repay the $4,080,000 debt to RCF. After this transaction, the 

Company became debt free. In October 2004, a private placement of 1 million common 

shares (1/2 fl ow-through shares) increased the Company’s cash position by $1,150,475 

net of fees totaling $74,525. 

Th e Company’s net cash position of $5.2 million at the end of December 2004 is 

suffi  cient to cover the Company’s planned activities beyond 2005. On the basis that 

8,423,319 warrants outstanding at $0.65 (8,173,319 expiry July 11, 2005 and 250,000 

expiry August 8, 2005) are exercised, the cash position will increase by approximately 

$5.5 million. Under the Letter Agreement with Pitchstone Exploration Ltd. the Company 

plans to commit a minimum of $1 million during 2005. 

Based on the 2004 Ausenco cost and engineering study, a capital injection of US$31 

million (US$1 = A$0.70) will be required when a decision is made to construct and 

commission the 400 tonne per annum Honeymoon in-situ leach plant.

Summary of 
Quarterly Results

Liquidity and Capital 
Resources

MD&A
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Critical accounting estimates used in the preparation of the consolidated fi nancial 

statements include the Company’s estimate of recoverable value of its mineral properties 

and related deferred expenditures as well as the value of stock-based compensation. 

Both of these estimates involve considerable judgment and are, or could be, aff ected by 

signifi cant factors that are out of the Company’s control.

Th e factors aff ecting stock-based compensation include estimates of when stock options 

and compensation warrants might be exercised and the stock price volatility. Th e timing 

for exercise of options is out of the Company’s control and will depend upon a variety of 

factors including the market value of the Company’s shares and fi nancial objectives of the 

stock-based instrument holders. Th e Company used historical data to determine volatility 

in accordance with the Black-Scholes model, however the future volatility is uncertain and 

the model has its limitations.

Th e Company’s recoverability of the recorded value of its mineral properties and 

associated deferred expenses is based on market conditions for minerals, underlying 

mineral resources associated with the properties and future costs that may be required for 

ultimate realization through mining operations or by sale. Th e Company is in an industry 

that is dependent on a number of factors including environmental, legal and political 

risks, the existence of economically recoverable reserves, the ability of the Company and 

its subsidiaries to obtain necessary fi nancing to complete the development, and future 

profi table production or the proceeds of disposition thereof.

In South Australia, the Company completed the fi rst phase of drilling at Goulds Dam 

covering an area 0.9 square kilometers. Th e summer break has provided the opportunity to 

fully assess the results and determine the next stage of exploration in the area. Th e Company 

also commenced a new phase of exploration in Australia by signing a Letter Agreement to 

exclusively explore for uranium mineralization on Exploration Licence 3214 “Karkarook” 

in the Eyre Peninsula. Th is project has a similar geological setting to the Athabasca Basin in 

Canada and exploration will target unconformity style of uranium mineralization. Research 

and target defi nition of the area will continue during the fi rst half of 2005.

In Canada, the Company, through its Joint Venture partner Pitchstone Exploration Ltd., 

fl ew airborne geophysics over its Athabasca Basin properties. As discussed in the “Overall 

Performance” section the results have defi ned and identifi ed additional targets on the 

properties for drill testing. 

Stock-Based Compensation

In 2003, the Company adopted the recommendations for fair value accounting of 

employee stock option grants under section 3870 of Canadian Institute of Chartered 

Accountants Handbook. Th ese recommendations require compensation costs, for 

stock options granted to employees, be recorded in earnings based on the fair value of 

the options on the grant date. Previously these costs were disclosed in the notes to the 

consolidated fi nancial statements. Th is policy change was adopted on a prospective basis 

and an expense was recorded in 2003.  Th e expense for 2004 recorded as a result of this 

policy is $341,090.  

  Less than   After 

Contractual Obligations Total 1 Year  2 Years 3 Years 3 Years

Leasing payments 268,102 156,229 52,564 59,309             –

Pitchstone – exploration 3,767,200 767,200 1,000,000 2,000,000 –

Pitchstone – participation 262,500 87,500 87,500 87,500 –

Critical Accounting 
Estimates

Fourth Quarter 
2004 – Review

Changes in 
Accounting Policies

Commitments

MD&A
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Th e company has future obligations under leasing arrangements of $268,102 in relation 

to offi  ce premises and motor vehicles. 

On September 7, 2004, the Company entered into a Letter Agreement, (the “Joint 

Venture”) with Pitchstone Exploration Ltd. (“Pitchstone”). Th e Company has an option 

to earn a 50% interest in the four properties located in the Athabasca Basin of Northern 

Saskatchewan for $4.35 million over a period of 3 years. Th e Company must invest 

$4 million in exploration on the properties and make cash payments to Pitchstone of 

$350,000 to acquire the 50% interest. Th e Company will invest $3 million over the fi rst 

3 years with a maximum of $1 million during the fi rst year, a minimum of $1 million in 

the second year and the balance in the third year. Th e remaining $1 million is expected 

to be spent during the third year but the Company and Pitchstone can negotiate and 

mutually agree on an extension. If the Company terminates the 50% option prior to 

exercising, it will be required to pay the balance of $3 million dollars less expenditures 

incurred to the date of termination. As at December 31, 2004, the Company had incurred 

$232,800 of qualifying exploration expenses in connection with the Joint Venture.

During the past two years, the Company had fi nancial transactions in relation to the 

provision of long-term debt from Resource Capital Fund (“RCF”). On February 17, 

2004, this debt was extinguished. A company director, Mr James McClements, is also a 

senior partner of RCF. 

On February 8, 2002, following resolution of Native Title agreements, the State 

Government of South Australia issued Mining Licence 6109. All regulatory approvals 

required to proceed into commercial production at Honeymoon have been obtained.  

Th e future revenue and earnings of the Company will depend on its ability to fi nance 

development of the Honeymoon Project and to profi tably produce and market uranium.

Th e market price of uranium is infl uenced by a number of factors including demand 

from nuclear power reactors, inventory levels (including inventory made available 

under international agreements for the decommissioning of military weapons) and the 

production levels and operating and capital costs of mining companies.

Most uranium is sold by producers under medium to long-term contracts with nuclear 

utilities. Th e Company has entered into agreements for the sale of uranium to customers 

in North America and Europe and the fulfi lment of the contracts will depend on the 

Company being able to enter into commercial production.

Currency fl uctuations could signifi cantly infl uence profi tability of the Company as 

revenue from uranium sales will be received in US dollars while operating costs will be 

primarily in Australian dollars.

In the event the Company proceeds with production at Honeymoon, additional fi nancing 

will be required on commercially acceptable terms. 

Related Parties

Permit and 
Licensing Status

Risks and 
Uncertainties

MD&A
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In South Australia, the Company will commence drilling to assess the potential to expand 

resources at Goulds Dam. Th e company has also recently signed a Letter Agreement to 

exclusively explore for uranium mineralization on Exploration Licence 3214 “Karkarook”, 

which has a similar geological setting to the Athabasca Basin in Canada. Dependant on 

the outcome of further research of results from past explorers prior to 1983 and new 

geophysical surveys, drilling may commence during 2005.

In Canada, the Company and its Joint Venture partner, Pitchstone Exploration Ltd., 

started exploration of their properties in the Athabasca Basin through the application of 

airborne geophysics. Drilling is scheduled for the fall of 2005.

Th e Company will also pursue the acquisition of new projects where value can be added 

and/or synergies exist. 

General

Th e Company also discloses information related to its activities in the Annual Information 

Form. Additional information on the Company, including its Annual Information Form 

is available on SEDAR at www.sedar.com.

Outstanding Share Data

As of February 20, 2005, the Company had 62,408,989 shares outstanding and 75,803,098 

on a fully diluted basis (December 2003 – 52,372,879 and 71,733,098 respectively). Th e 

major component of this increase in shares outstanding was the exercise of 6,276,923 

warrants by Resource Capital Fund (“RCF”). Th e proceeds of $4,080,000 were used to 

repay the balance of the loan payable to RCF. From that date, the Company has remained 

debt free. In addition, the Company issued 1,000,000 common shares following signing 

of the Letter Agreement with Pitchstone Exploration Ltd. In October 2004, the Company 

closed a private placement consisting of 500,000 common shares at $1.10 and 500,000 

fl ow-through shares at $1.35. Th e balance is attributable to the exercise of 687,500 Series 

C warrants, 681,687 broker warrants and 390,000 employee stock options which were 

exercised by a former employee.

Future Prospects

Others

  Options Outstanding Options Exercisable

 Range of  Number Outstanding Weighted Avg Weighted Avg Number Exercisable Weighted Avg

 Exercise as at February 20, Remaining Exercise Price as at February 20,  Exercise Price

 Prices 2005 Life (years) $ 2005 $

 $0.38 – 0.40 450,000 3.47 0.38 316,667 0.38

 $0.62 50,000 3.74 0.62 50,000 0.62

 $0.75 – 0.85 860,000 1.47 0.76 860,000 0.76

 $0.92 – 1.00 1,145,000 3.16 0.96 798,333 0.98

$1.20 550,000 2.03 1.20 550,000 1.20

   3,055,000 2.54 0.86 2,575,000 0.80 

 Total Outstanding Exercise Price $ Expiry Date

 Series C warrants      3,316,176 0.65 July 11, 2005

 Series C warrants      250,000 0.65 August 8, 2005

 Conversion warrants 4,857,143 0.65 August 31, 2005

 Pitchstone warrants  1,500,000 1.39 September 16, 2007

 Share Purchase Warrants 9,923,319  

 Broker warrants 315,790 1.15 December 16, 2005

 Broker warrants 100,000   1.35 October 5, 2006

 Compensation Warrants 415,790  

 Total 10,339,109  

Th e table below summarizes 

information about the stock 

options outstanding as at 

February 20, 2005:

Th e table to the right sum-

marizes information about 

the outstanding warrants as 

at February 20, 2005:

MD&A
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Forward-Looking 
Statements

Th is annual report contains certain forward-looking statements relating but not limited to 

the Company’s expectations, intentions, plans and beliefs. Forward-looking information can 

often be identifi ed by forward-looking words such as “anticipate”, “believe”, “expect”, “goal”, 

“plan”, “intend”, “estimate”, “may” and “will” or similar words suggesting future outcomes, 

or other expectations, beliefs, plans, objectives, assumptions, intentions or statements about 

future events or performance. Forward-looking information may include reserve and resource 

estimates, estimates of future production, unit costs, costs of capital projects and timing of 

commencement of operations, and is based on current expectations that involve a number of 

business risks and uncertainties. Factors that could cause actual results to diff er materially from 

any forward-looking statement include, but are not limited to, failure to establish estimated 

resources and reserves, the grade and recovery of ore which is mined varying from estimates, 

capital and operating costs varying signifi cantly from estimates, delays in obtaining or failures 

to obtain required governmental, environmental or other project approvals, infl ation, changes 

in exchange rates, fl uctuations in commodity prices, delays in the development of projects and 

other factors. Forward-looking statements are subject to risks, uncertainties and other factors 

that could cause actual results to diff er materially from expected results.

Potential shareholders and prospective investors should be aware that these statements are 

subject to known and unknown risks, uncertainties and other factors that could cause actual 

results to diff er materially from those suggested by the forward-looking statements. Shareholders 

are cautioned not to place undue reliance on forward-looking information. By its nature, 

forward-looking information involves numerous assumptions, inherent risks and uncertainties, 

both general and specifi c, that contribute to the possibility that the predictions, forecasts, 

projections and various future events will not occur. Th e Company undertakes no obligation 

to update publicly or otherwise revise any forward-looking information whether as a result of 

new information, future events or other such factors which aff ect this information, except as 

required by law.

MD&A
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Th e accompanying consolidated fi nancial statements of Southern Cross Resources 

Inc. were prepared by management in accordance with Canadian generally accepted 

accounting principles. Management acknowledges responsibility for the preparation 

and presentation of the consolidated fi nancial statements, including responsibility for 

signifi cant accounting judgments and estimates and the choice of accounting principles 

and methods that are appropriate to the Company’s circumstances. Th e signifi cant 

accounting policies of the Company are summarized in note 2 to the consolidated 

fi nancial statements.

Management has established systems of internal control over the fi nancial reporting 

process which are designed to provide reasonable assurance that relevant and reliable 

fi nancial information is produced.

KPMG LLP, the Company’s independent auditors, conduct an audit of the consolidated 

fi nancial statements in accordance with Canadian generally accepted auditing standards. 

Th eir audit includes an examination, on a test basis, of evidence supporting the amounts 

and disclosures in the fi nancial statements. As well, they make an assessment of the 

accounting principles used and signifi cant estimates made by management and they 

evaluate the overall fi nancial statement presentation.

Th e Board of Directors is responsible for reviewing and approving the consolidated fi nancial 

statements and for ensuring that management fulfi lls its fi nancial reporting responsibilities. 

Th e Board of Directors is assisted in these responsibilities by its Audit Committee, whose 

members are not offi  cers of the Company. Th e Audit Committee meets with management 

as well as with the independent auditors to review the internal controls over the fi nancial 

reporting process, the consolidated fi nancial statements and the auditors’ report. Th e 

Audit Committee also reviews the Annual Report to ensure that the fi nancial information 

reported therein is consistent with the information presented in the fi nancial statements. 

Th e Audit Committee reports its fi ndings to the Board of Directors for its consideration in 

approving the consolidated fi nancial statements for issuance to the shareholders.

Management recognizes its responsibility for conducting the Company’s aff airs in 

compliance with established fi nancial standards, and applicable laws and regulations, and 

for maintaining proper standards of conduct for its activities.

“Signed”      “Signed”

Mark Wheatley Leigh Curyer

Chairman and Chief Executive Offi  cer Chief Financial Offi  cer

management’sresponsibility
forfi nancialreporting
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We have audited the consolidated balance sheet of Southern Cross Resources Inc. as at 

December 31, 2004 and the consolidated statements of operations and defi cit and cash 

fl ows for the year then ended. Th ese fi nancial statements are the responsibility of the 

Company’s management. Our responsibility is to express an opinion on these fi nancial 

statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing 

standards. Th ose standards require that we plan and perform an audit to obtain reasonable 

assurance whether the fi nancial statements are free of material misstatement. An audit 

includes examining, on a test basis, evidence supporting the amounts and disclosures in 

the fi nancial statements. An audit also includes assessing the accounting principles used 

and signifi cant estimates made by management, as well as evaluating the overall fi nancial 

statement presentation.

In our opinion, these consolidated fi nancial statements present fairly, in all material 

respects, the fi nancial position of the Company as at December 31, 2004 and the results 

of its operations and its cash fl ows for the year then ended in accordance with Canadian 

generally accepted accounting principles.

Th e consolidated fi nancial statements as at December 31, 2003 and for the year then 

ended were audited by another fi rm of chartered accountants, who expressed an opinion 

without reservation on those statements in their auditors’ report dated February 27, 2004.

“KPMG LLP”

Chartered Accountants

Toronto, Canada

February 3, 2005

auditors’reporttotheshareholders
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Assets

Liabilities

Shareholders’ Equity

Consolidated Balance Sheets  

As at  December 31 (Canadian dollars) 2004 2003

Current   

 Cash and cash equivalents  4,362,557  7,312,208 

 Short-term investments  1,000,000  – 

 Accounts receivable and other  244,885  186,684 

  5,607,442  7,498,892 

    

Property, plant and equipment (note 3)  35,547,986  33,872,638 

  41,155,428  41,371,530

Current     

 Accounts payable and accrued liabilities  412,282 691,415 

Non-Current     

 Loan payable (note 5)  –  4,080,000 

  412,282 4,771,415

 

 Share capital (note 6(a))  48,485,894 40,287,352 

 Warrants (note 6(c))  697,362  1,281,706 

 Contributed surplus (note 6(b)) 467,273  126,183 

 Defi cit  (8,907,383) (5,095,126)

    

  40,743,146  36,600,115 

    

  41,155,428  41,371,530 

Basis of presentation (note 2)   

Commitments (notes 4 and 9)   

Subsequent event (note 12)

See accompanying notes to the Consolidated Financial Statements 

 

Approved on behalf of the Board of Directors 

“Mark Wheatley” “Don Falconer”

Director Director

February 3, 2005
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Notes

Consolidated Statements of Operations and Defi cit 

For the years ended December 31 (Canadian dollars)   2004  2003

Interest income  293,089  13,455 

Other income  64,000  63,154 

 357,089  76,609 

 

Salaries and benefi ts 654,754  558,598 

General and administration  469,002  778,535 

Compensation expense (note 6(b)) 341,090  126,183 

Rent   108,319  170,405 

Consulting fees  11,264  42,734 

Travel  141,403  78,755 

Depreciation  1,142,060  220,237 

Plant and equipment write-off   1,053,354 –

Foreign exchange loss (gain)  248,100  (1,639,784)

Total expenses  4,169,346  335,663 

Loss for the year  3,812,257  259,054 

Defi cit, beginning of the year  5,095,126  4,836,072 

Defi cit, end of the year  8,907,383  5,095,126 

Basic and diluted loss per common share  $           0.06  $           0.01 

Weighted average number of basic 

   and diluted common shares outstanding  59,366,732 38,074,275 

    

See accompanying notes to the Consolidated Financial Statements   

Revenues

Expenses
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Operating Activities

Financial Activities

Investing Activities

Consolidated Statements of Cash Flows  

 For the years ended December 31 (Canadian dollars)  2004  2003

Loss for the year  (3,812,257) (259,054)

Depreciation 1,142,060  220,237 

Non-cash compensation expense  341,090  126,183 

Write-off  of plant and equipment  1,053,354  –

Foreign exchange gain  –  (754,394)

Changes in non-cash working capital balances  (337,334) (42,074)

Cash used in operating activities  (1,613,087) (709,102)

     

Shares issued – net of issue costs  6,487,948  8,549,661 

Repayment of loan payable  (4,080,000) – 

Cash provided by fi nancing activities  2,407,948  8,549,661 

     

Short-term investments  (1,000,000) –

Mineral properties  (496,396) – 

Deferred exploration and development costs  (1,993,806) (626,111)

Acquisition of plant and equipment  (254,310) (302,820)

Cash used in investing activities  (3,744,512) (928,931)

     

Increase (decrease) in cash and cash 

 equivalents during the year (2,949,651) 6,911,628 

  Cash and cash equivalents – beginning of the year  7,312,208  400,580 

     

Cash and cash equivalents – end of the year  4,362,557  7,312,208  

Supplemental cash fl ow information     

  Interest paid  10,368  120,990 

     

Supplemental disclosure of non-cash investing 

 and fi nancing activities 

  Common shares and warrants issued in 

   connection with the investment in joint venture 

   with Pitchstone Exploration Ltd.  1,126,250  – 

     

 See accompanying notes to the Consolidated Financial Statements 

Notes
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Notes

Notes to Consolidated Financial Statements
December 31, 2004

1. NATURE OF OPERATIONS

 Southern Cross Resources Inc. (the “Company”) is a Canadian corporation engaged in the acquisition, exploration and 
development of properties for production of uranium in Australia and Canada. Th e Company has a fully permitted 
project in Australia on Honeymoon Mining Lease 6109 with an indicated resource of 4,200 tonnes (9.3 million pounds) 
of U3O8 and its exploration activities are ongoing at its Goulds Dam Project which has an indicated resource of 2,500 tonnes 
(5.5 million pounds) of U3O8 and inferred resource of 3,600 tonnes (7.9 million pounds) of U3O8. Th e Company also has 
an exploration project in the Eyre Peninsula region of South Australia called Karkarook, which has a similar geological setting 
to the Athabasca Basin. In Canada, the Company’s activities are located in Northern Saskatchewan in the Athabasca Basin 
and managed by its Joint Venture partner, Pitchstone Exploration Ltd.

 Th e exploration and development of mineral properties involves signifi cant fi nancial risk. In the event these properties 
are determined to be commercially viable, additional fi nancing will be required. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

 Basis of presentation
a) Going concern
Th ese consolidated fi nancial statements have been prepared on a going concern basis in accordance with Canadian 
generally accepted accounting principles. Th e going concern basis of presentation assumes that the Company will continue in 
operation for the foreseeable future and be able to realize its assets and discharge its liabilities and commitments in the normal 
course of business.

Th e ability of the Company to continue as a going concern and to realize the carrying value of its assets and discharge 
its liabilities when due is dependent on the successful fi nancings, which management believes will mitigate the conditions and 
events which would otherwise raise doubts about the going concern assumption used in preparing these fi nancial state-
ments. As such, these consolidated fi nancial statements do not refl ect any adjustments which may be necessary should the 
Company not be able to continue normal operations, in which case amounts realized for assets maybe materially less than 
the amounts appearing in the balance sheet.

b) Consolidation
Th ese consolidated fi nancial statements have been prepared in accordance with accounting principles generally accepted in 
Canada. Th e consolidated fi nancial statements include the amounts of the Company and all of its subsidiaries. All signifi cant 
intercompany balances and transactions are eliminated on consolidation.

Use of estimates
Th e preparation of these audited consolidated fi nancial statements in accordance with generally accepted accounting 
principles requires management to make estimates and assumptions that aff ect the reported amounts of assets and liabilities 
and disclosure of contingent liabilities at the date of the audited consolidated fi nancial statements and the reported amount of 
revenues and expenses during the reporting period. Actual results could diff er from those reported.

Foreign currency translation
Th e Company’s transactions and integrated operations denominated in foreign currencies are translated into Canadian dollars 
as follows: monetary assets and liabilities are translated at the exchange rate in eff ect at the balance sheet date; non-monetary 
assets and liabilities are translated at rates prevailing at the respective transaction dates; revenues and expenses are translated at 
average rates prevailing during the year; and translation gains and losses for the year are refl ected in the consolidated statements 
of operations and defi cit. 

Financial instruments
Th e carrying amounts for cash and cash equivalents, short-term investments, accounts receivable and other and accounts 
payable and accrued liabilities approximate fair value due to the short maturities of these instruments.

Mineral properties and deferred exploration and development
Th e Company considers its exploration costs to have the characteristics of property, plant, and equipment, and as such, 
all costs related to the mineral exploration are capitalized on a property-by-property basis. Such costs include acquisition, 
exploration and development net of recoveries. Until the mineral properties are explored to a point where it has been 
determined that the mineral properties are or are not capable of being economically developed through assessable exploration 
results or measurable reserves, in management’s opinion, it is impractical to assess the realization of the exploration and 
development costs capitalized to the mineral properties. Th ese costs will be depreciated over the estimated useful life of 
the mineral properties following commencement of commercial operations. Deferred costs relating to mineral properties 
sold or abandoned are written-off  and the net gain or loss is refl ected in the consolidated statement of operations. 
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Administrative costs incurred in Australia since the removal of the yellowcake in February 2003 that was produced during the 
fi eld leach trial and administrative costs in Canada are expensed in the year incurred along with the cost of care and mainte-
nance associated with maintaining its Australian properties.

Th e recoverability of amounts shown as mineral properties is dependent on the identifi cation and determination of 
economically recoverable reserves, the ability of the Company to obtain the necessary fi nancing to complete the development 
and upon future profi table operation.

Plant and equipment
Plant and equipment, which includes offi  ce furniture and equipment, are recorded at acquisition cost. Depreciation of offi  ce 
furniture and equipment is provided on straight-line basis over a three year period. Th e cost of plant and equipment relating 
to operations will be depreciated straight line over their estimated useful lives of 2 1⁄2 to 4 years following commencement of 
commercial production.

Capitalization of interest
Net interest costs incurred during the development, construction and startup phase of major projects are capitalized.

Other assets
Th e Company’s interest in process technology is carried at acquisition cost and is being amortized on a straight-line basis 
over a twenty year period.

Asset retirement obligations
On January 1, 2004, the Company adopted the new CICA accounting standard for asset retirement obligations. Under this 
new standard, the Company recognizes the fair value of a future asset retirement obligation as a liability in the year in which 
it incurs a legal obligation associated with the retirement of tangible long-lived assets that results from the acquisition, construc-
tion, development, and/or normal use of the assets. Th e Company concurrently recognizes a corresponding increase in the 
carrying amount of the related long-lived asset that is depreciated over the life of the asset. Th e fair value of the asset retirement 
obligation is estimated using the expected cash fl ow approach that refl ects a range of possible outcomes discounted at credit-
adjusted risk-free interest rate. Subsequent to the initial measurement, the asset retirement obligation is adjusted at the end of 
each year to refl ect the passage of time and changes in the estimated future cash fl ows underlying the obligation. Changes in 
the obligation due to the passage of time are recognized in income as an operating expense using the interest method. Changes in 
the obligation due to changes in estimated cash fl ows are recognized as an adjustment of the carrying amount of the long-lived asset 
that is depreciated over the remaining life of the asset. Th e impact of this change in accounting policy was not material. 

Impairment of long-lived assets
Long-lived assets, including property and equipment and other assets, are reviewed for impairment whenever events or 
changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to 
be held and used is measured by a comparison of the carrying amount of an asset to estimated undiscounted future cash 
fl ows expected to be generated by the asset. If the carrying amount of an asset exceeds its estimated future cash fl ows, an 
impairment charge is recognized by the amount by which the carrying amount of the asset exceeds the fair value of the asset. 

Loss per share
Basic loss per share is computed by dividing loss available to common shareholders by the weighted average number of com-
mon shares outstanding during the year. Th e treasury stock method is used to calculate diluted loss per share. Diluted loss per 
share is similar to basic loss per share, except that the denominator is increased to include the number of additional common 
shares that would have been outstanding assuming that options and warrants with an average market price for the year greater 
than their exercise price are exercised and the proceeds used to repurchase common shares. As a result of the loss for each of 
the reporting years, the potential eff ect of exercising stock options and warrants has not been included in the calculation of 
diluted loss per share as to do so would be anti-dilutive.

Cash and cash equivalents
Cash and cash equivalents consist of cash on hand, bank balances and certifi cate of deposits with a remaining maturity of 
three months or less.

Future income taxes
Th e Company utilizes the asset and liability method of accounting for income taxes. Under the asset and liability method, 
future tax assets and liabilities are recognized for the future tax consequences attributable to diff erences between the fi nancial 
statement carrying amounts of existing assets and liabilities and their respective tax bases reduced by a valuation allowance 
to refl ect the recoverability of any future income tax asset. Future tax assets and liabilities are measured using enacted 
or substantively enacted tax rates expected to apply when the asset is realized or the liability settled. Th e eff ect on future 
tax assets and liabilities of a change in tax rates is recognized in income in the year that enactment or substantive enactment 
occurs.

Notes
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Notes

Stock-based compensation
Th e Company has a stock option plan, which is described in Note 6. Th e Company accounts for stock based compensation 
using the fair value method. Under the fair value method, stock-based payments are measured at the fair value of equity 
instruments and are amortized over the vesting period. Th e off set to the recorded cost is contributed surplus. 

3. PROPERTY, PLANT & EQUIPMENT

  As at December 31, 2004 As at December 31, 2003

   Accumulated Net Book    Accumulated Net Book
   Cost  Depreciation Value Cost Depreciation  Value

 Mineral properties 7,852,146 – 7,852,146 6,229,500 – 6,229,500
 Deferred exploration 

 and development 26,471,304 – 26,471,304 24,477,498 – 24,477,498
 Plant and equipment 2,658,831 1,555,128 1,103,703 3,635,928 601,122 3,034,806
 Other assets 200,000 79,167 120,833 200,000 69,166 130,834

   37,182,281 1,634,295 35,547,986 34,542,926 670,288 33,872,638

  Mineral Properties Deferred Exploration and Development

   December 31, 2004 December 31 2003 December 31, 2004 December 31, 2003

 Honeymoon, Australia 6,229,500 6,229,500 25,324,080 24,079,160
 Goulds Dam, Australia – – 902,422 398,338
 Karkarook, Australia – – 1,813 –
 Athabasca, Canada 1,622,646 – 242,989 –

   7,852,146 6,229,500 26,471,304 24,477,498

4. JOINT VENTURE AGREEMENT

 On September 7, 2004, the Company entered into a Letter Agreement, (the “Joint Venture”) with Pitchstone Exploration 
Ltd. (“Pitchstone”). Th e Company has an option to earn a 50% interest in the fi ve properties located in the Athabasca Basin 
of Northern Saskatchewan for $4.35 million over a period of 3 years. Th e Company must invest $4 million in exploration 
on the properties and make cash payments to Pitchstone of $350,000 to acquire the 50% interest. Th e Company will invest 
$3 million over the fi rst 3 years with a maximum of $1 million during the fi rst year, a minimum of $1 million in the second 
year and the balance in the third year. Th e remaining $1 million is expected to be spent during the third year but the Company and 
Pitchstone can negotiate and mutually agree on an extension. If the Company terminates the 50% option prior to exercising, 
it will be required to pay the balance of $3 million dollars less expenditures incurred to the date of termination. Th e terms of 
the Joint Venture included the issuance of 1 million common shares and 1.5 million share purchase warrants, half upon TSX 
approval and the balance by January 10, 2005. Pitchstone is the operator of the Joint Venture and is responsible for managing 
exploration programs on the properties as jointly agreed. Th e Company has the right to become operator under a number 
of conditions including if its interest in the Joint Venture increases to over 50%. Th e fi rst tranche of shares and warrants 
(500,000 and 750,000 warrants respectively) issued in relation to the Joint Venture were valued at $635,000 and $491,250 
respectively. Th e second tranche of shares and warrants issued on January 4, 2005, were valued on the same basis as the fi rst 
tranche (note 12). As at December 31, 2004, the Company had incurred $232,800 of qualifying exploration expenses in 
connection with the Joint Venture.

5. LOAN PAYABLE

 On February 17, 2004, after the expiry of a 30 trading day period during which the Company’s share price averaged greater 
than $1.14 per share, being 175% of the $0.65 exercise price of the share purchase warrants granted to Resource Capital Fund 
L.P. (“RCF”), the Company exercised its right to require RCF to exercise its 6,276,923 share purchase compensation warrants 
(the “RCF Warrants”). Th e $4.08 million of proceeds received from the exercise of the RCF Warrants was then used to repay 
the $4.08 million long-term debt owed to RCF. 

 At December 31, 2003, the loan from RCF was $4.08 million bearing interest at LIBOR plus 1% with interest payable 
semi-annually, due June 1 and December 1, and was secured by the Honeymoon Project. Interest of $10,368 (2003: $120,990) 
was incurred and capitalized during the year. Pursuant to the terms of the RCF loan agreement, the Company elected to 
pay interest by the delivery of common shares for the interest payable for a period from June 2002 to June 2003 by issuance 
of 621,052 common shares valued at $175,442 ($0.282 per share). Interest for the six months ending December 1, 2003, 
amounting to $50,125, was paid in cash and an amount of $7,208 was included in accrued liabilities at December 31, 2003. 
On February 17, 2004, the Company paid interest amounting to $17,576 representing the amount owing at December 31, 
2003 and interest expense for the period January 1, 2004 to February 17, 2004. 
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 A Company’s director, Mr. James McClements, is also a senior partner of RCF and therefore this loan represents a related 
party transaction.

 On July 1, 2003, the Company renegotiated its US$5 million loan facility with RCF. RCF converted US$2 million of the 
US$5 million loan into 6,476,190 units at a conversion price of $0.42 per unit, with each unit consisting of one common 
share and three-quarters of a common share purchase warrant. Each whole warrant is exercisable at $0.65 until July 11, 2005. 
Th e term of the remaining US$3 million of the loan was extended from December 31, 2003 to August 31, 2005 and was 
redenominated into $4.08 million. In consideration of such extension, the Company issued 6,276,923 common share 
purchase warrants, exercisable at $0.65 until August 31, 2005.

6. SHARE CAPITAL

a) Authorized and issued
Th e Company is authorized to issue an unlimited number of common shares.

Th e following table summarizes the movements in the Company’s outstanding issued shares:

  Year Ended Year Ended
Share Capital December 31, 2004 December 31, 2003

 Number  Number
 of Shares $  of Shares $

Balance, beginning of the year 52,372,879 40,287,352 30,452,487 29,113,371
Issued for cash during the period 2,759,187 2,472,957 14,823,151 8,278,539
Issued on exercise of RCF warrants (note 5) 6,276,923 5,090,585 6,476,190 2,720,000
Issued for interest payable (note 5) – – 621,051 175,442
Pitchstone Agreement (note 4) 500,000 635,000 – –

Balance, end of the year 61,908,989 48,485,894 52,372,879 40,287,352

i) Share capital transactions in 2004:
Shares issued for cash in 2004 includes the conversion of 1,369,187 warrants at a price of $0.65 combined with the exercise 
of 390,000 employee stock options at an average price of $0.94.

On October 6, 2004, the Company completed a private placement consisting of 500,000 common shares at a price of $1.10 
and 500,000 fl ow-through shares at a price of $1.35. Net proceeds from this private placement amounted $1,150,475, net of 
cash issue cost of $74,525.

ii) Share capital transactions in 2003:
During 2003 a total of 14,823,151 shares were issued, pursuant to two private placements. Total proceeds amounted to 
$9,426,760 before issuance costs of $1,148,221 of which $271,121 arose from the valuation of compensation warrants.

On July 11, 2003 the Company, pursuant to a private placement, issued 6,816,875 units at $0.40 per unit for proceeds 
of $2,726,750 and 1,190,476 units at $0.42 per unit for proceeds of $500,000. On August 6, 2003, an additional 
500,000 units were issued at $0.40 for gross proceeds of $200,000 as part of the July placement. In all cases, each unit 
consists of one common share and one half a share purchase warrant. Each whole share purchase warrant entitles the holder 
to purchase one common share at $0.65 for a period of two years from the issue date. In addition, 681,687 compensation 
warrants were issued.

 On December 16, 2003, the Company, pursuant to a private placement, issued 6,315,800 units at $0.95 per unit for pro-
ceeds of $6,000,010. Each unit consists of one common share only. In addition, 315,790 compensation warrants were issued.

b) Stock options
 Th e Company has a stock option plan (the “Plan”) which was approved by shareholders on January 3, 1997 and modifi ed by 
shareholders on June 10, 2002. 

 Options granted under the Plan are non-assignable and may be granted for a term not exceeding ten years. Th e Plan is 
administered by the Board of Directors, which determines individual eligibility under the Plan, number of shares reserved 
for optioning to each individual (not to exceed 5% of issued and outstanding shares to any one individual) and any vesting 
period which is generally 1⁄3 on grant date, 1⁄3 on the fi rst anniversary of the grant date and the remainder on the second 
anniversary of the grant date. Th e maximum number of shares of the Company that are issuable pursuant to the Plan is 
limited to 5,000,000 shares.

Notes
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During the year ended December 31, 2004, the Company recorded stock-based compensation expense of $341,090 (2003: 
$126,183).

Th e fair value of the stock options granted was estimated at the date of grant using the Black-Scholes option pricing mod-
elwith the following assumptions: risk free interest rate of 3.47% (2003: 3.47%), expected dividend yield of nil (2003: nil), 
expected volatility of 100% (2003: 100%) and expected option life of fi ve years (2003: fi ve years). Under this method of 
calculation, the weighted average fair value of the stock options granted was $0.69 (2003: $0.39). 

Options to purchase common shares of the Company have been granted in accordance with the Plan, as follows:

  Year Ended Year Ended
  December 31, 2004 December 31, 2003

   Weighted Average  Weighted Average
  Options Exercise Price $ Options Exercise Price $

 Opening balance 2,975,000 0.86 2,485,000 0.98
 Granted 560,000 0.91 690,000 0.52
 Exercised (390,000) 0.94 – –
 Expired (90,000) 0.77 (200,000) 1.25

 Outstanding, end of period 3,055,000 0.86 2,975,000 0.86
 Options exercisable at end of period 2,575,000 0.80 2,508,333 0.91

 Th e following table summarizes information about the stock options outstanding as at December 31, 2004:

  Options Outstanding Options Exercisable

  Number  Weighted Weighted Number  Weighted
 Range of Outstanding as at  Average  Average  Exercisable as at  Average 
 Exercise December 31, Remaining Exercise Price December 31, Exercise Price
 Prices 2004 Life (years) $ 2004 $

 $0.38 – 0.40 450,000 3.60 0.38 316,667 0.38
 $0.62 50,000 3.86 0.62 50,000 0.62
 $0.75 – 0.85 860,000 1.61 0.76 860,000 0.76
 $0.92 – 1.00 1,145,000 3.29 0.96 798,333 0.98
 $1.20  550,000 2.16 1.20 550,000 1.20

   3,055,000 2.67 0.86 2,575,000 0.80

c) Warrants 

    Number of Allocated Average Exercise 
     Warrants  Value Price $

 Balance, January 1, 2003 7,386,615 – 1.24
   Issued on private placements to:     

  Shareholders 4,253,676 – 0.65
    Brokers 997,477 271,121 0.81
   Conversion warrants issued to RCF (note 5) 4,857,143 – 0.65
   Extension warrants issued to RCF (note 5) 6,276,923 1,010,585 0.65
   Warrants expired (7,386,615) – 1.24

 Balance, December 31, 2003 16,385,219 1,281,706 0.66
   Issued – Pitchstone Joint Venture (note 4) 750,000 491,250 1.39
   Issued on private placement to brokers 100,000 55,100 1.35
   Warrants exercised:     

  Extension warrants issued to RCF (6,276,923) (1,010,585) 0.65
    Other (1,369,187) (120,109) 0.65

 Balance, December 31, 2004 9,589,109 697,362 0.73

Notes
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 At December 31, 2004 outstanding warrants to purchase common shares were as follows:

  Total Outstanding Exercise Price $ Expiry Date

 Series C warrants  3,316,176 0.65 July 11, 2005
 Series C warrants  250,000 0.65 August 8, 2005
 Conversion warrants 4,857,143 0.65 August 31, 2005
 Pitchstone warrants (note 4) 750,000 1.39 September 16, 2007

 Share Purchase Warrants 9,173,319   

 Broker warrants 315,790 1.15 December 16, 2005
 Broker warrants 100,000  1.35 October 5, 2006

 Compensation Warrants 415,790  

 TOTAL 9,589,109  

 During the year ended December 31, 2004, 6,276,923 compensation warrants were exercised by RCF for proceeds of $4.08 
million (note 5). 687,500 Series C warrants were also exercised as well as 681,687 broker warrants at $0.65. All proceeds were 
credited to share capital. A total of 850,000 warrants were issued in 2004, 750,000 to Pitchstone (note 4) and 100,000 as 
broker warrants in relation to the October private placement.

 Th e fair value of the compensation warrants granted was estimated to be $55,100 (2003: $1,281,585) at the date of grant, 
using the Black-Scholes option pricing model with the following assumptions: risk free interest rate of 3.47% (2003: 3.47%), 
expected dividend yield of nil (2003: nil), expected volatility of 100% (2003: 100%) and expected warrants term of two years 
(2003: two years)

7. INCOME TAX

 Th e provision for income taxes diff ers from the amount that would result by applying Canadian statutory income tax rates 
of approximately 36% (2003: 36%) to earnings as described in the table below

  2004 2003
  $  $ 

 Net loss for year (3,812,257) (259,054)

 Expected recovery (1,372,000) (93,000)
 Non-deductible compensation expense 123,000  45,000 
 Non-deductible/taxable foreign exchange loss (gain) 89,000  (590,000) 
 Losses not tax benefi ted 1,160,000  638,000 

  –  – 

 Th e components of the Company’s Canadian future income tax assets are as follows:

  2004 2003
  $  $ 

 Non-capital losses 1,790,000 1,847,000
 Share issuance costs 282,000 363,000 
 Property, plant and equipment 110,000 116,000 

 Future income tax asset 2,182,000 2,326,000 
 Valuation allowance (2,182,000) (2,326,000) 

 Net future income tax asset – – 

Notes
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 As at December 31, 2004, the Company had $5,245,000 of non-capital losses to be carried forward and applied against 
taxable income of future years. Th e benefi t of these loss carry-forwards has not been recognized for accounting purposes. 
Th e non-capital losses have expiry dates as follows: 

  2005 761,000
  2006 258,000
  2007 578,000
  2008 808,000
  2009 877,000
  2010 1,156,000
  2011 807,000

   5,245,000

 In Australia, the Company has loss carry-forwards for income tax purposes of approximately $24 million which may be used 
to reduce future taxable income. Th ese losses may be carried forward indefi nitely.

 Management reviews the valuation allowance of the future income taxes on an ongoing basis and adjusts the valuation 
allowance, as necessary, to refl ect its anticipated realization.

8. SEGMENTED INFORMATION 

 Substantially all of the Company’s working capital balances and capital assets are situated in Australia.

9. COMMITMENTS

 Th e Company has several non-cancellable lease obligations primarily for general offi  ce facilities that expire over the next 
three years. Future minimum payments under these leases are as follows:

  Less than 1 year $156,229 
  More than one year but less than two $52,564 
  More than two years but less than three $59,309 

10. NATIVE TITLE CLAIMS

 Th e Company’s interests in the Honeymoon and Goulds Dam properties are subject to two Native Title claims. Agreements 
have been secured with both groups, whereby the Company pays annual administration fees to each claimant group.

11.  COMPARATIVE FINANCIAL STATEMENTS

 Certain numbers in the comparative fi nancial statements have been reclassifi ed to adopt presentation as at December 31, 2004.

12. SUBSEQUENT EVENT

 Pursuant to the Joint Venture with Pitchstone (note 4), the Company issued 500,000 common shares along with 750,000 
purchase warrants to Pitchstone on January 4, 2005.

Notes
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