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2003 has been a year of great activity and consolidation with the
Comnpany maintaining its strategic focus on the Central West
Ragion of MNew South Wales. While the Peak Hill gold oxide
operation was In wind down mode, a major drilling program
was directed to the Wyoming deposits within the Tomingley
Gold Project near Peak Hill. A resource of approximately
500,000 ounces of gold was defined and scoping studies are in
progress to determine an optimum development scenaric.
Further drilling has been scheduled to test new targets nearby
and to follow the mineralised systemn to depth.

Late in the year three prospects were acquired at Wyanga,
Bodangora and Cudal increasing the land tenure in the central
west to |,000km?®. The acquisition of these properties forms
part of a long term strategy of developing a substantial resource
base in the region capable of supporting expanded gold
operations.

A review of existing properties resulted in  some
relinquishments but re-emphasized the potentizl in the
Wellington and Molong tenements where earlier exploration
had demonstrated very interesting gold and copper intercepts.
Wellington also hosts the Gabwadgere deposit were previous
drifling had identified a 1.7 milion tonne resource grading
1.7% copper. Scout drilling at Moorilda gave additional
encouragement to the gold potential of this prospect.

The joint venture signed with rmajor zirconia producer, Astron
Limited, will enable the Dubbo Zirconia Project to proceed to
operation of the Demonstration Pilot Plant and, ultimately a
decision to develop this world class project.

In Western Australia, Jubilee Mines confirmed their

commitment to advance the exploration of the nickel joint
venture in the Leinster area, and they plan to follow up the
several high grade nicket sulphide intercepts recorded in 2001,

I
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TOMIMGLEY GOLD PROJECTY

Gold - New South Wales

Atkane Exploration Ltd 100% ([subject to separate royalty
agreements with Compass Resources Nt, Golden Cross Operations
Pty Ltd and Climax Mining Ltd)

The Tomingley Gold Project (TGP) extends over 40km from
near Farkes in the south, to north of Tomingley in the Central
West of New South Wales and covers a narrow sequence of
Ordaovician voleanic rocks. The Wyoming Praspect, within the
TGR is situated about 12km north of the Company’s Peak Hill
Gold Mine and immediately north of the historic 70,000 ounce
gold producing Myatls United Mine {(McPhails).

Wyomning is one of a number of prospects and gold oceurrences
located along this voleanic belt. Gold mineralisation at Wyoming
has a close spatial relationship to a feldspar porphyry which
intrudes into andesitic voleaniclastic rocks near their western
contact with a more pelitic sequence. Mineralisation is
associated with exterisive alteration and quartz velning of the
porphyry and volcanic rocks. Several distinct areas have been
identified to date within a 3km corridor extending from
MeLeans in the south to Wyoming Three in the north.




Wyoming Resource

Following the extensive reconnaissance drilling in 2001-2002, two areas, Wyoming One and Wyoming Three were identified as having
immediate resource potential. These two bodies are separated by approximately 700 metres containing the less well defined
Wyoming Two zone. Resource definition drilling commenced early 2003 and a total of 26,925 metres of drilling was comipleted in 138
RC and core holes to the end of October. Drilling in the TGP now totals 67,000 metres in 635 holes.

Many spectacular drif] results were reported during the year:

Wyoming One
22m @ 10.66g/t Auin WY4IID ncluding  2m @ 107 50g/t Au
[56m @ |.71g/t Auin WY48| tncluding 5m @ 7.02g/t Au
39m @ 3.47gt Auin WY4E2 including 6m @ 15.60g/t Au
tBm @ 7.96g/t Au in WY483 ncluding 6m @ 21.30g/t Au
8lm @ 4.26gt Auin WY469 including £5m @  16.44g/t Au
54m @ 3.80g/t Auin WY47| including 6m @ 12.16g/t Au
[20m @ 3.85g/t Auin WY478 including £2m @ 21.20g/t Au
99m @ 4.30g/t Auin WY497 including 6m @ 18.20g/t Au
T2m @ 3.76g/t Auin WY505 ncluding t5m @ 11.92g/t Au
2im @ B.63git Auin WY543 ncluding  6m @ 24.30g/t Au
54m @ 3.00gt Auin WY544 including 30m @ 5.02g/t Au

Wyoming Three
2im @ 5.40g7t Auin WY5I17 ncluding 9m @ 7.62g/t Au
2im @ 3.57gt Auin WY524 including 9m @ 5.i8g/t Au

FOm @ B.35g/t Auin WY 572D
F3m @ | 1.73g/t Auin WY 574

At Wyorning One resource definition drilling on a 25 metre by 20 mietre pattern covered an area of 150 metres by 250 metres down
to a depth of 250 metres on a north north-west trending porphyry associated velning and alteration systemn. At Wyoming Three the
resource drilling on the same pattern covered a more linear east-west system over an area of 300 mietres by 75 metres, with most
holes being less than 150 metres vertical depth.

The geological controls to the mineralisation at Wyoming One are reasonably well understood and the main porphyry intrusive
appears to be a near vertical, pinnacle shaped body with its fong axis aligned north-north-west and dimenisions of 40 metres by 100
metres near surface (200mRL), broadening to 80 metres by 225 mietres at depth (000mRL). The northern extent of the porphyry is
truncated by a vertical, east-west structure (376" which is strongly mineralised where in contact with the porphyry. The main zone
of mineralisation is overlain by approximately 30 metres of unmineralised transported clay cover.

The carapace (top) of the porphyry is strongly altered and veined, and is mineralised throughout. The contact of the porphyry with
the host volcaniclastic rocks is also altered, veined and mineralised, particularly on the eastern contact. At depth the mineralisation
appears to be controfled by specific structures, but the drifling is not yet extensive enough to accurately determine the orfentation of
these. An apparently stratigraphically controlled zone (the “hangingwall”} is focated 20-30 metres east of the porphyry contact and
this zone has been traced over a strike length of 300 metres. individual shoot like bodies control high grade mineralisation within the
hangingwall zone.
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Wyoming Three is currently interpreted to be a structurally controffed west-north-west trending sheeted quartz vein systemn
associated with major regional dislocation. The mineralisation is largely within the host volcaniclastic rocks and although porphiyry
bodies are present they are not extensively altered or mineralised as at Wyoming One. Overall the mineralised system is near vertical
and has plus g/t gold intercepts over a strike length of 300 metres with variable widths, but grades and widths can be substantial in
linking structures. The day cover at Wyomiing Three is generally tess than 10 metres.

o A oust ol

Wyoming One 3,365,000 2.52 770,000 3.36 380,000 445 4515000 2.83 410,225
Wyoming Three 730,000 2.35 15,600 237 745,000 2.35 56,304
TOTAL 4,095,000 2.49 785,000 334 380,000 445  57260,000 276 466,529

Fur oast o8

Wyoming One 4,020,000 2.25 1,010,000 277 520,000 349 5,550,000 2.46 439,148
Wyoming Three 815,000 2.20 15,000 2.32 830,000 2.28 58,772
TOTAL 4,835,000 224 1,025000 276 520,000 349 6,380,000 2.43 497,920

Resources were calcedated by Terry Ransted MAusifM (Principal, Muitl Metat Consuitants Pty Ltd} who fs a competent person as defined in the Austrafasian
Caode for Reporting of Mineral Resources and Ore Reserves, September 1999 and accurately reflects the information complied by the competent persan,
The fulf details are given i the attached Note 1.
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Scoping Study

Preliminary open pit shells have been developed for a range of gold
prices on the Wyoming One and Three ore bodies. While these still need
to be optimised to cover all possible development scenarios, a
conceptual 1 miltion torine per anrium mining modet and standard CIHL
gold recovery operation would give a production rate of 60,000 to
70,000 ounces per year.

Metallurgical test work completed to date has indicated that standard
grinding and cyanidation will genierate recoveries of 85% to 95% of the
gold with low reagent consumption. Further test work is planried and it
is thought that a longer or finer grind would be capable of providing
consistent plus 90% recovery.

Capital costs based on a new plant have been estimated at A$16 million
with pre-strip and other support infrastructure totalling AS7 million.
Operating costs are still being investigated.

The TGP is located in an area of substantial existing infrastructure with
the major Newell Highway transecting the project area linking a numiber
of towns with a regional population base exceeding 150,000, No camp
facilities are required and the workforce can be sourced locally. A natural
gas pipeline and railway are tocated 5 ko west of Tomingley, and power
is available from the New South Wales state grid. Water is one of the few
outstanding development issues with nearby surface and underground
supplies very limited but the Macquarie River is located 50km to the
north along the railway. The Macquarie is the dominant water source for

the region and is used for domestic and industrial consumiption, and very
{arge volumes are consurned for agricuftural irrigation.

Further Drilling

Wyoming
A program of core drilling is scheduled to test at depth the continuity of the mineralised system based on the geological and structural

models developed for the Wyomning ore bodies. The drilling will focus on the higher grade zones within Wyoming One and Three,
and will determine the potential for a longer term underground mining operation.

RC drilling will also be programmed to test the recently located Wyoming One South mineralisation, Myall's United extensions and
possibly deeper levels within Wyoming Two. Drilling will also be programmed to test the Mcleans target located 400 metres to the
south of the Myall's United mine where earlier drilling had located at least two mineralised zones.

Regionof

A migjor reconnaissance deilling program will commence early 2004 to advance target development on the many regional anomalies
located within 10km of Wyomning. Cf immediate interest is the Skm north-south structural corrider that includes the historic workings
at Tomingley {located 1.5km north-east of Wyoming Three), the partially tested Tomingley One target and another area of
mineralisation located by earlier reconnaissance dritling at the north end of the corridor.

BUBBO ZIRCONIA PROJECT (DEP)

Zirconia, yttria-rare earths, nichium-tantalum - NSW
Austrafian Zirconia Ltd (AZL) 100%

The Dubbo Zirconia Project (DZP) is located 20km south of the large regional centre of Dubbo, approximately 400km north west of
Sydney in the central west region of New South Wales. The DZP is based upon one of the world's largest in-ground resources of the
metals zirconium, niobium, tantalum, ytirium and rare earth elements. The project is capable of generating a suite of zirconium
chemicals, zirconia (ZrO:), niobium-tantalum concentrate and 2 yttriumi-rare earth concentrate which are used in the expanding
ceramic, electronics, engineering ceramic and specialty glasses and affoys industries.

The Cormnpany has carefully evaluated the commercial viability of the DZP since the discovery of the orebody and remains convinced
that the Project will become an important contributor to the zirconium chernicals industry over miany years and provide substantial
returns to Alkane.




Mo ground work was undertaken during the year and ldentified Mineral Resources remiained as:

{0-55m, 340mRL) 35.7 million tonnes £.96% ZrCn, 0.04%6 HO:, 0.46% NbO:,
0.03% Ta:Os, 0,14% YO, §.745% Total REO

(55-100m, 295mRL} 37.5 million tonnes Sirniilar grade
TOTAL 73.2 million tonnes Sirnilar grade

These resources were cateulated by Terry Ransted MAusiiM (Principal, Multi Metal Consultants Pty Ltd) who s a competent person defined by the
Austratasian Code for Reporting of identified Minerat Resaurces and Ore Reserves, September 1999, The fufl detaifs are given in the attached Note 2.

in October 2003, AZL entered into a development joint venture with Astron Limited, an Australian public industrial company with
substantial production and marketing faciities based at Shenyang in north east China.

The agreement requires Astron to:-
= Fund alf expenditures to complete the Final Development Plan (FDP} within three years of the commencement date.

»  The FDP will include the construction and operation of the Demonstration Pilot Plant (DPP} which will have an estimated
throughput of 60 kilogramis of ore per hour and produce a minimum of 300 kilograms of zirconium chernicals {with an equivalent
content of 100 kilograms of zirconia). Construction of the DPP rmust commerice within six months and production within twelve
months of the date of the agreement.

»  The FDP will include a detailed technical and financial update of the Definitive Feasibility Study completed in September 2002
and enable AZL and Astron to commit to commercial development.

= The FDP will also cover all environmental, social and infrastructure aspects, and applications for statutory approvals and consents
reguired to proceed to commercial developrment.

» AZL will be the manager of the FDP
= Astron will assist with access to financing options for the project.
At the completion of the FDR Astron will be entitled to a 50% interest in the DZR

Astron is an industrial company listed on Austratian Stock Exchange Ltd which has substantial production facilities in China for
zirconium specialty chemiicals and related advanced miaterials. From its base in 1989, Astron has grown strongly to become one of the
world's feading low cost zirconia and zirconium chemical producers with a very large range of products and technologies. It currently
supplies 259 of the world demand for zirconia.

In the financiat year 2002/03 Astron recorded turnover of A$BE.4 million with an after tax profit of A$6.24 million (before
extraordinary ftems), or 48.5 cents per share and reflects the substantial and growing basis of the company’s zirconium business’.

internationally Astron is recognized as a leading advanced materials manufacturer while in China the company has been recognized as
one of the country’s top foreign enterprises. Astron is the rarket feader for zirconia in China with a very farge and secure customer
base. The principal administration office is in Shenyang Lianoning province in the north east of the country and the company also has
# large customer service network at eleven locations, as well as offices in the USA and Europe.

Astron imports zircon {from mineral sands producers) for further refining and processing, and manufactures four groups of products
and also rmaintains a modern research and development facility. its product suite includes fused zirconia and sifica, zirconium chemicals
and chernicatl oxides, specialty zircon products and optical materials and coatings

Astron and AZLs technical tearns have reviewed the results of the DZP 2002 feasibility study with the aim of determining probable
improvemerits to the flow sheet and subsequent reductions in operating and capital costs. This program wilt enable planning for the
DPP to proceed and maxirmise the commercial viability of a development.

Alkane believes that this joint venture provides a unique opportunity to combine the strategically significant Dubbo resource with the
process and product development technology expertise of Astron, and ultimately to expand the existing markets of Astron to provide
a very strong joint Venture operation. The Dubbo resource has the capacity to supply the operation for hundreds of years.




PEAK HILL GOLD MIME

Gold - New South Wales
Alkane Exploration Ltd 100%.

The oxide mining operation of the Peak Hill Gold Mine was successfully completed fate 2002. Reticulation of existing heap leach pads
continued throughout the year with production of 5,645 ounces of gold with cash costs of A$279 per cunce and revenue of A$556
per ounce, generating A$1.6 million cash operating surplus. Over 150,000 ounces of gold have been recovered from Peak Hill since
operations commaenced in 1996,

Decomimissioning of the site continued and final rehabilitation of areas away from the heap leach stacks such as the open cuts, haul
roads ROM pad and waste rock emplacement were comipleted. It is expected that further decommissioning and gold recovery
operations will continue for most of catendar 2004. Production of two to three thousand ounces is forecast.

Exploration

The large gold-copper sulphide bedy below the current open pits remalns a miajor resource but with the Wyoming discovery the
evaluation of this complex mineralisation remains a lower priority.

As at December 31, 2003, Mineral Rasources were defined as:

INDICATED RESOURCES 9.44 million tonines 1.35g/t Au 0.11% Cu
INFERRED RESCURCES 1.83 million torines 0.98g/t Au 0.10% Cu
TOTAL 11.27 million tonnes 1.29g/t Au 0.14% Cu 467 570 ounces

INDICATED RESOURCES 4.46 million tonines 2.06g/t Au 0.16% Cu
INFERRED RESCURCES 0.45 million tonnes 1.95gft Au 0.23% Cu
TOTAL 4.%1 million tonnes 2.05¢/t Au 0.17% Cu 360,000 ounces

INFERRED RESOURCES 0.81 million tonines 4.40g/t Au 114,008 ounces

Reserves and Resources were calculated by Terry Ransted MAustMM (Principal, Mutti Metal Consultants Pty Ltd) who is a campetent person defined by the
Austratasian Code for Reporting of dentified Minerat Resaurces and Ore Reserves, September 1989, The full detaifs are given in the attached Note 3.

WELLINGTON

Gold - NSW
{ FE Resources NL 100%

The Wellington prospect is focated to the west and south of the town of Wellington and covers the Federal gold target and the
Gatwadgere volcanogenic massive sulphide deposit. A review of the base metal mineralisation at Galwadgere highlighted the
previously drilled Inferred Resource of 1.7 million tonnes grading 1.669% copper. The mineralisation is associated with Silurian-
Devonian feisic volcanies adjacent to the Nindethana Thrust, a major regional structure. The deposit also hosts gold and zing
mineralisation which has not been systematically evaluated. Intersections such as the following were recorded:

DDH 16 31.10m @ §.46% Cu, 3.279% Zn and | .86 g/t Au from 74.70m
DDH 37 7.30m (@ 2.88% Cu, 1.34% Zn and 2.45g/t Au from 54.90m
DDH | 18.50m @ 5.70g/t Au from 73.00m

DDH 19 543m @ 7.07% Cu and 5.82g/t Au from 159.63m

DDH 40 0.25m @ 5.50% Cu, 15.50g/t Au and 230g/t Ag from 390.93m

The mineralised system has a strike length of 300 metres and has been followed down plunge to a depth of 250 metres, although
much of the current resource is defined to a depth of only 150 metres. The body is covered to the north by younger Permian
sediments. A ground electromagnetic survey has been planned to test the system at depth and to the north, prior to further drilling.




ORANGE-MOLONG

Gold, Copper - NSW
{ FE Resources NL 100%

The Crange-Molong prospect is centred immediately to the north and west of the city of Orange and covers a number of monzonite
intrusive associated targets. Six reconnaissance RC holes (total 1,074 metres) targeted anomalous goid and copper in seils, historic
gold-copper workings and aeromagnetic lows within the Ordovician aged voleanics and intrusives of the Molong Volcanic Belt.

At the Galloway prospect, holes MRC022, 23 and 26 intersected strong pyrite mineralisation in silicified voleaniclastic sediments
overlying hematite-pyrite altered diorite and rmonzo-diotite intrusives. Weakly anomiatous values were returned, however | metre
grading 9.91g/t Au and 0.56%Cu from 39 metres in MRC023 has indicated that potential for ore grade systerns exists in the area.

At Mt Keenan, holes MRCD24, 25 and 27 targeted the historic copper mine and associated aeromagnetic lows. All holes intersected
significant magnetite-hematite altered monzonite intrusives, with minor sediments and voleanics. Wealdy anomalous results were also
returned for these holes.

The drilling confirmed the Molong Project area hosts a major dioritic to monzornitic intrusive complex, of the same age and
composition as those rocks that host the giant Cadia-Ridgway deposits. A auger-soil geochemical program has been schedule to assist
with further drilt testing of targets in the Charlies area where earlier drilling had intersected

tm @ 3.36g/t Au from 40m and Tm @ 9.60g/t Au from 1 7%m in MDDI{0

MOORILDA

Gold, Copper - NSW
{ FE Resources NL 100%

A five hole RC drilling program was completed at the Moorilda project which s located S5km east of Blayney, and about 30km
southeast of Orange in the Central West of New South Wales.

Mooriida straddles the structural contact between the Ordovician aged Molong Volcanic Belt in the west and the Siluro-Devonian
sediments and voleanics of the Hill End Trough to the east. Numerous historical gold workings are scattered along 60km of the
structure of which about 30km is held by the Company. An intrusive monzonite complex {Moorilda Cormnplex) is covered in the south.
The giant Cadia-Ridgeway gold-copper monzonite associated orebodies of Newcrest Mining are located 30km to the west while the
major historic producer at Lucknow {500,000 ounces of gold} is Skm to the northwest.

Recent exploration of the area has been sporadic with limited, shallow drill testing of some historic prospects during the 1980's and
regional surface sampling in the 1990's. Data compilation and review identified several prospects which had potential for gold
resources and three areas - two historic producers (Bright Star and Last Chance) and a previously untested magnetic anomaly - were
sefected for reconnaissance drill testing during this program. The hotes were designed to test and confirm the geological controls and
down dip extent of the gold mineralisation at the Bright Star and Last Chance mines, and to identify the source of the magnetic
ariemaly.

P 001 719045 6283680 2700 2] 1.62 {08 - 129 138 Bright Star
including 9 219 b8~ §27

KP 003 716470 6289850 245° 12 1.83 99 - 111 200 tast Chance
KP 005 718509 6289860 245° 3 1.56 96 - 99 200 Last Chance
and t 1.26 158 - 169

including 3 3.29 f66 - 169

Al holes drified at a nominal inclination of -6, Gold analysis by 50g fire assay of T metre rifffe spiit samples.

Many other prospects remain partially or not tested including the Confidence Mine and the McPhillamy’s Prospect where regoleach
soil samnpling has identified a broad gold-telurium anomaly covering some 2-3km strike and up to ban in width, The anomaly s
coincident with the Godolphin Fault where it is cut by north-east trending structures.

A more extensive evaluation program for the project is being considered.
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ACTGUISITIONS

As part of Allane’s strategic focus on the Lachian Fold Belt in the Central West Region of New Scuth Wales, the Company acquired
three new prospects. Two of the prospects, Wyanga and Cudal, are located adjacent to existing Allane projects at Tomingley and
Molong respectively and form logical extensions to the established geology and prospectivity of these areas.

The third prospect at Bodangora is focated | Sk north-east of the town of Wellingten and covers a very prospective sequence hosting
substantial historic mine production and a numiber of partially tested goid and gold-copper targets.

The prospects were separately acquired from Rio Tinto Exploration Pty Limited (Rio Tinto) and Clirnax Mining Ltd (Climax), and are
surnirriarised below.

BCDANGGRA (EL 4022) and CUDAL (ELl's 4155/5851} ~ Rio Tinto Exploration Pty Limited

Subject to a binding sale and purchase agreement, Alkane will acquire a 1009 interest in Exploration Licences’s 4022, 4155 and 5851
by:
I.  Payment of $100,000 cash;

2. Will pay Rio Tinto a 29 Net Smelter Return on afl minerals produced from with the tenement boundaries;

3. Should Allane discover Measured and Indicated Resources of § million ounces of gold or equivalent, Rio Tinto will have the option
to purchase 60% interest in the specific tenement by paying Alkane three times (3X) historical exploration expenditure from the
commencement date, capped at $20 million; and

4. Should Rio Tinto exerdse its option, then Alkane and Rio Tinto will form an unincorporated joint venture which will cover
standard joint venture terms and conditions.

Bodangora

EL 4022 covers an area of 65km® and is located |5k north-east of Wellington, and about 25km north of Alkane's Weilington
{Galwadgere) prospect. The tenement includes part of the northern end of the Ordovician aged Molong Voicanic Belt (MVEB) before
it is covered by younger sediments of the Great Australian Basin. The MVB hosts the monzonite intrusive gold-copper deposits of the
Cadia Valtey Operations (~20M oz} of Newcrest and several other advanced exploration projects.

Within the tenement area, the geclogy is dominated by an andesitic voleanic and voleaniclastic sequence with sporadic monzonitic
intrusives. This sequence is covered by Silurian-Devonian sedimerits and voleanics while the Nindethana Fault, a major crustal suture,
separates the Bodangora area from the Situro-Devonian Hill End Trough sediments and Carboniferous Wuuluman Granite to the east.

Over several years, Rio Tinto and partners identified a number of geochemical anomalies associated with monzonitic intrusives and
have targeted these as Northparkes type porphyry copper-gold rmodels. Surface geochemistry, shallow aircore and RC drilling have
defined several zones of low grade copper-gold mineratisation.

Alkane’s primary target in the area is structurally controfled gold deposits, exemplified by the historic Bodangora workings, which
cover an area of about Zkm by 2km. The main mineralised structure at Bodangora strikes north-west and has been mined over a
distance of 1300 metres, to a depth of 300 metres. The structure is generally evident as narrow high grade quartz veins dipping at
45° to the north-east. Historically Bodangora produced nearly 200,000 ounces of gold from 300,000 tonnes of ore in the years 1876
to 1917, Other high grade vein structures are known nearby but the Bodangora area has not been subject to modern and systematic
exploration.

To the north of the Bodangora mine area, Rio Tinto outlined several other targets which include skarn mineralisation and an extensive
zone of alteration at Comobella where RC drilling has indicated broad intercepts of gold-copper, with narrower high grade values.
intervals included |8 metres at 0.95g/t gold and 0.1 5% copper from 64 metres in NICRC 003, with 2 mietres grading 5.7g/t gold and
0.44% copper.

The tenement excludes a small area covering the low grade copper-gold Kaiser porphyry mineralisation.

Cudal

The two exploration licences (EL 4155 & 5851) cover a total of |32k, centred 25km west of the city of Orange, adjacent to Alkane’s
Molong prospect and the Cadia Valley Operations of Newcrest. The tenements are located on an outlier of MVB andesitic volcanics,
separated from the main belt to the east by the Columbine Mountain Fault, another major crustal structure. Remnants of a Tertiary
basalt sheet are scattered throughout the tenemernts.

Since 1991 Rio Tinto and partners have completed several exploration phases targeting Cadia-Ridgeway type monzonite hosted
porphyry copper-gold systems. This work included ground geophysics, surface geochemistry and 45 RC and 2 core drill holes. The




best results were returned from the Dairy Hill prospect where RC drilling of a quartz stockwork breccia in a dacite porphyry, with
dimensions of 550 metres by 150 metres, generated broad low grade intercepts such as 48 metres grading 0.35% copper and (.31
g/t goid. Much of the target area and its extensions remain undrilied.

Several other targets have been partially tested, including Bowen Park where a large surface geochemiical aniomaly (3.7km by 100-500
metres) returned high grade rock chip values within a broad alteration zone. RC drilling generated intercepts such as 33 metres at
0.21g/t gold and 0.31% copper; é metres grading 0.99g/t gold and 0.06% copper; and 2 metres at 2.73g/t gold and 0.66% copper.
Crher skarn targets and magnetic anomalies have not been tested.

Alkane views the potential of the Cudal prospect as very similar to its Moorilda project located approximately 50km to the south-east.
The target at Moorilda is structurally controlfed gold mineralisation associated with a miajor break and favourable lithologies.

WYANGA (EL 6085} — Climax Mining Ltd

The Wyanga Exploration Licence adjoins Alkane’s Tomingley Gold Project to the
north and north-west. Alkane and Chimax reached agreement for Alkane to
acquire 2 100% interest in EL 60B5 on the basis that Alkane maintains the
tenament in good standing, undertaking work programs including drilling and wilt
pay Chmax a production Royalty as follows:

{a) in respect of the first 500,000 tonnes of dry ore treated, 75 cents (A$0.75)
per dry torne of ore treated;

{b} inrespect of any subsequent ore treated, a three percent {3%) Net Smelter
Return of the gold and other minerals recovered from such ore unitit Alkane
has produced 150,000 ounces of gold {or equivalent) and thereafter a five
percent (5%) Net Smelter Return of the gold and other minerals produced
from such further ore.

The Exploration Licence covers an area of 6 tkm?, and includes the northern and
niorth western extensions of the Ordovidian andesitic volcanic sequence that
hasts the Wyoming gold deposits and the Peak Hill Gold Mine. As at Wyorning,
extensive transported clay sediments cover the volcanic stratigraphy and target
generation has been based upon interpretation of aeromagnetic and gravity data.

Exploration work by Climax and other partners which included reconnaissance
bedrock aircore drilling, with limited RC and core follow up, identified several
target areas. Of immediate interest is Tomingley Two {Greendale}, where RC
drifing had generated intercepts within a 60 metre wide quartz veined shear
zone of:

F6 metras grading |.00g/t gold (including 2m @ 5.00g/t Au) in WRC 3, and
4 matres grading |.60g/t gold in WRC 2

Tomingley Two is located |.6km north of Alkane's Tomingley One target where
drifling during 2003 has identified gold mineralisation over an open ended 200
metre fong zone. Both Tomingley One and Two are located within a Skm long
structural corridor which includes the historic Tomingley workings near its
southern extent.

At Allendale, centred 6km north-west of Wyoming, alrcore drilling by Climax defined a 2.5km x {.5km gold-copper bedrock
(saprolite} anomaly. Broadly spaced but deeper drilling in this area identified extensively altered sediments, volcanics and intrusive
rocks associated with fow grade gold and base metal values. Several other anomalous bedrock targets were defined by Chimax,
including Wyanga located 1 5km north-west of Tomingley, where drilling had intersected 2 metres grading 1 .42g/t gold. This area has
niot had follow up drilling.

KADUNGLE and WYALOKNG were relinquished.
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EXPLOBATION WA

LEINSTER REGION JOINT VERTURE

Nickel, gold - WA
Alkane Exploration Ltd - 489 lubifee Mines NL 57%

The four prospects — LEINSTER DOWNS, MIRANDA, McDONQUGH LOOKOUT and MT KEITH — are subject to a farm-in
agreement with Jubilee Mines NL {Jubilee} where jubilee can earn a 75% interest in the properties by spending $4.5 million before
March 2005,

Jubiilee reported that no fleld work was completed during the year but they are considering further follow up drilling to the nickel
sulphide mineralisation intersected at Miranda and Leinster Downs.

MULLAGIME and WAITANGE (NEW ZEALAND)} were inactive.




Unifess otherwise stated this report is based on information compiled by
Mr 01 Chalrners, FAusIMM, FAIG, a director of the Company, who is a
competent person as defined in the Australasian Code for Reporting of
tdentified Mineral Resources and Ore Reserves, September 1999, and
accurately reflects the information compiled by the competent person..

NOTE | - Specification to Accompany Wyoming One Resource
Statement for Tomingley Gold Project

drifling technique

the resource is based on reverse creulation and air core drill holes
completed by Alkane between May 200! and Cetober 2003
Several diamond drill holes have been completed during this time
to assist in the geological mterpretation. Two PQ diamond drill
holes have been completed at Wyoming One as a preliminary
geotechnical assessiaent,

drifling density

drifl holes were completed on both EW and NS sections
depending on the ore zone being evaluated. Sections spaced 25m
apart with drill holes at 2 nominal 20m intervals along these
sections.

drifl focations

afl drill hole collars were surveyed by DGPS to obtain X ¥ Z
position to 0. 1m.

down hole surveys

mast holes were surveyed down hole using a single shot camera.
Air core holes were surveyed at botrom of hole only however RC
and diamond holes were surveyed at a nominal 50m down hole
irterval,

sarnpling technique

RC and alr core hole samples were collected at one metre
imtervals and composited to 3m for initial assay. All composites
returning grades of = 0.2g/t Au were subsequently riffle splir and
approprizte sized samples bagged for despateh to the laboratory.
Diarmond drill core was halved.

sample density

afl analyses used in the resource caleulation are from sampling on
a b interval,

sarmple recovery

RC sarmple recovery was usually very good {>B09%). Samples
were usually dry. Core recovary was uscally > 90%.

assay technigle

samples were submitted to commercial [aboratories for
praparation by drying, grinding and sub-setting and then analysed
by industry standard Fire Assay techniques. 3m compasite RC and
air core samples were analysed from a 30g charge whilst the 1m
RC and AC resplits and half diarmond core were aralysed from a
50g charge.

cutting factors

no top cuts have been applied to the resource cakeulation but will
be incorporated into the reserve assessments.

specific gravity

specific gravity measurerments were completed by commardial
faboratories on core samples. Values recorded were:

2.75 tfrm3 fresh

2,18 t/m3 oxide

172 t/md saprolite

1.96 t/m3 alluvials,

estimation techniques

estirmations used a 3D pseudo-wireframe geological model as a
basis for inverse distance squared grade extrapolation into a block
model. Bloek size was 2.5m x 2.5m x 5.0m. Wireframes/ore zones
were constrained by boundaries defined by geology, structure and
a (.25 git Au grade envelope.

NOTE 2 - Specifications for Resource Statement for Toongi
deposit of the Dubbo Zirconia Project

Resource estimation using 2 computer based, 3D geological model
as a basis for inverse distance squared grade estimation (using 2
FOOm x [00m x 5m elfipse} into a block model having individual
cell size of Hm % [Om x 5em,

Sarnpling by riffle spht RC chips or half core, generally at one
metre intervals,

Reference and duplicare samples submitted at regular intervals as
laboratory and sampling method cheeks.

Bedk density estirmates based on [0 actual determinations of
surface samples {2.37) and drill core (2.54).

Analyses completed by pressed powder XRE at Arndel {Adelaide)
for Zr, M, Y, Nb, Ta, Ce, La, U, Th. Checks by fusion XRE HCP and
neatron activation completed at external laboratories.

Crther REE were analysed by neutron activation from PHDO0Y and
show a very consistent ratio between Ce 4+ La and Total REE
content. This ratio {constant) was used to caleulate the Total REOQ
vihtes guoted.

NOTE 3 - Specification to Accompany Sulphide Resource
Statement for Peak Hill

drilling rechnique

The reseurce s based on 11 diamond drill holes completed by
Aliane between 1996 & 1997, 5 diamond drill holes completed by
Goldfields in 1983-84 and, 1| RC holes drilled by Geopeko {1987},
Grade contrel drilling and oxide RC drill holes were also used for
the resource zone immediately below the Proprietary Pit.

drilling density

RC and Goldfields drill holes completed on EW sections spaced
25m apart. Alkane holes drilled on NE-SW sections spaced 40-
50m apart.

drill jocations

All drifl hole collars are surveyed to the mine grid. Alkane diamond
drill holes are surveyed down hole at appreximately 20 metre
intervals by single shot camara.

sarmpling technique

RC chip samples are rifffe split ar the rig and appropriate sized
sarmples bagged for despatch to the laboratory. Diamond drill core
was halved.

sarmple density

RC sample interval is 2 metres downhole. Alkane diamond” drill
core was sampled at |m intervals and Goldfield’s core at 2m
intervals.

sample recovery

RC sample recovery is usually very good {>B0%). Samples are
usually dry. Core recovery was usually very good.

assay technigue

Drlf samples were submitted to commercal laboratories for
preparation by drying, grinding and sub-setting and then analysed
by industry standard Fire Assay technigoes.

specific gravity

A5G of 3.0t/m3 s used based on numerous measerements from
throughout the are zones.

estirmation technigues

Estimations used a 30 wireframe geological model as a basis for
inverse distance squared grade excrapolation into 2 block model.
Block size s 2.5m x 5.0m x 5.0m.

Wirelramesfore zones are constrained by boundaries defined by
guology, structure and grade.

grade cots

22g/t gold assay cut was used.




ENVIROMNMERNTAL AND GCCUPATIONAL MEALTH AND SAFETY REVIEW

Alkane is committed in all its activities to compliance with all laws and regulations in relation to environment and occupational health
and safety. The Company strives to imiprove its standards in paraflet with industry best practice for both the Peak Hill Gold Mine
operations and exploration.

PEAK HILL GOLD MINE
Envirenmental Management System

An Environmental Management System (EMS) has been developed and implemented in order to integrate environmentat management
into the Comipany's daily operations, Jong term planning and other quality management systemns, and is based on the Australian and
New Zealand Standard for Environmental Management Systemns 15O 14001,

The Pealk Hill Gold Mine EMS comprises:

= An Environmental Policy Staterment

= An Enwvironment Plan

#  Rules on Implementation and Operation

= A bafety Management Plan

*  Methodelogy on Measurement and Assessmient

= EMS Review Procedures

Statutory Environmental Monitoring and Reporting

The Peak Hill Gold Mine has adopted the practice of producing a monthly Envirconment Report. This report contains all the monitoring
results in relation to each of the environmental aspects that are affected by the activities on the minesite including: water management;
water quality; soil conservation; flora and fauna; archaeclogy and heritage protection; progressive rehabilitation; hazard and risk
assessment; waste management; secio-economiic issues; and mine dosure. A summary of site activity, visitors, personnel and
occupational health and safety is also included. The report is distributed to the Environment Protection Authority, Department of
Mineral Resources and Parkes Shire Council.

The principal reporting documenit for the Peak Hill Gold Mine is the Annual Envirenmental Management Report. This document is
reviewed each year by the relevant regulatory autherities including the Department of Mineral Resources, Environment Protection
Authority, Department of Land and Water Corniservation, National Parks and Wildlife Service and Parkes Shire Cournicil.

The Peak Hill Gold Mine alse reports annually to the Enwironment Protection Agency’s National Pollutant Inventery. This report s
accessible to the public via the Internet.

Mine Closure

A mine closure plan for the Peak Hill Gold Mine encompassing stakeholder consultation, decommissioning, final rehabilitation and
maintenance and monitoring tock effect at the completion of mining in the third quarter of 2002,

A modern aspect of mine closure is to ensure there is an on going use for the land and that mining operations do not leave behind
any environmental or social liabitities. Allanie has made every effort to demonistrate sustainable developrent at Peak Hill.

The mined landscape at Peak Hill comprising five open cut voids has been developed into a tourist mine — The Open Cut Experience.
Walking trails, viewing platforms, interpretive signs, kiosk and a parking area have been constructed. Five tocal people have been
trained as tourist guides to tell the history of both modern and early mining in Peak Hill. Guided and self-guided tours are offered
seven days per week.

This facility was officially opened in March 2003 by the Minister for Mineral Resources, the Hon Eddie Obeid. Later that year, the
Open Cut Experience became a finalist in the 2003 NSW Tourism Awards for Business Excallence.

Peak Hill Gold Mine staff have been actively involved in carrying forward the recommendations of the Peak Hill Tourisrn Action Plan.
This report is a blueprint for the development of Peak Hill as a tourist destination from which to explore the local area.

Alkane, by virtue of helding the mining leases, controls tourist access and would be in a position to curtall tourism should it wish to
recommence mining.
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Occupational Mealth and Safety in 2003

The Peak Hill Gold Mine has an established Safety Policy and Safety Management Plan. The Comipany's objective is the elimination of
all incidents and practices which could result in personal injury or oceupational iliness.

The Company continues to work with the NSW Departrent of Mineral Resources in a review of the mine safety systems. Job Safety
Analyses and Safe Work Procedures are continually reviewed and revised where appropriate.

Alkane conducts pre-employment inductions, conducts regular safety and communications meetings, safety training and supplies
appropriate safety equipment to alt employees on the minesite in an attempt to achieve the occupational health and safety goals.

The number of personnet employed at the Peak Hill Gold Mine has contracted with mine closure. Exploration personnel continue to
access the Peak Hill Gold Mine facilities to support thelr activities on the Tomingley Gold Project 15km to the north of Peak Hill.

OHMES Results 2003

Alkane 44,558 | 5 32,959 { o 21,554 i 0
Contractors 68,133 o i 51,166 0 o 2,326 | 0
Visitors - - - - - i
Totat 112,688 | 6 84,125 { o 23,880 2 {

ENVIROMNMENTAL MANAGEMENT IN 2003

With mining completed in Gctober 2002, environmental works have centred on establishing final landforms — the mined landscape on
the hill and the waste rock emplacement. Monitoring continues as per the Mine Closure Plan.

There are currently in place |9 Approvals and Licences for the mining and processing operation, access to water and for pipeline
routes.

During 2003, the mine was in compliance with all consent conditions and approvals.
There were nio complaints received by the Company in 2003.

The Peak Hill community has been kept informed of new developments at the Peal Hill Gold Mine {rehabilitation of the mine site and
developrert of the tourist mine} through six-monthly public meetings and through the community newspaper.

Government Agencies and educational institutions conitinue to include the Peak Hill Gold Mine in tour programmes focussed on
industry “best practice’. The mine hosted three NSW Minerals Councit School Teacher Mining Seminar tours during 2003,

Alkane presented “best practise’ papers at the NSW Minerals Cournicil Environment Conference (Mudgee) and an ACMER confererice
on Mine Closure {Adelaide}.

The Peal Hill Gold Minie, despite closure, is still a significant contributor te the focal econormy and cormmunity. The mine employed
on average 10 personnel in 2003, 90% being original local residents. The mine also has an unwritten policy of shopping locally for
goods and services. Sixteen Jocal organizations and charities were assisted by the Pealk Hilt Gold Mine in 2003.

TOURESM AW ARE:
for BAUSENESE BECBLIEN







DIRECTORS’

The Directors present thelr report on the consolidated entity
consisting of Allane Exploration led (ACK 000 689 216) and
the entities it controfied at the end of, or during, the year ended
31 December 2003,

DIRECTORS

The following persons were Directors of Alkane Exploration
Lid during the whole year and up 1o the date of this report:

LR Cornelius (Chalrrren)
2.4 Chalmers

LA Colless

D Kennedy

A Lethizan

FRIMCIPAL ACTIVITIES

The principat activities of the Company during the course of the
fnandal year were mining and exploration for gold, and other
minerats and metals. There has been no significant change in the
nature of these activities during the financial vear,

RESULTS

The niet amoont of consolidated toss of the economic entity for
the financial year after income tax was $3,1381%9 (2002 toss
$3416,625).

CIVIDEMDS

Mo dividends have been paid by the Company during the
finandal vear ended 31 December 2003, nor have the Directors
recommended that any dividends be paid.

REVIEW OF OPERATIONS

A review of operadons for the Hnandal year together with
future prospects which form part of this report are set out on
pages 3 to 15 of the Annual Report,

SIGMNIFICANT CHAMNGES 1N STATE OF
AFFAIRE

The state of affairs of the Company was not affected by any
significart changes during the year

EVEMTSE SUBSEQUENT TO BALAMCE DATE

Other than as reported in the financial statements, no matters
or circurnstances have artsen since the end of the financial year
and to the date of this report which significantly affected or rray

significantly wifect the operations of the Comnpany, the results of

the Company, or the state of affalrs of the Company in the
tinancial years subsequoent to the financial yesr ended
31 December 2003,

REPORT

LIKELY DEVELOPMEMTS

The Company intends to continue exploration on its existing
tenerments, to acquire further tenements for exploration of aff
minerals, to seek other aress of investment in the resources
industry and to develop the resources on its tenements.

EMVIROMMENTAL REGULATION

The consolidated emity is subject to stgnificant environmental
regutation in respect to mining and exploration activities. These
are dealt with in detail in the Anncal Report in the Review of
Operations and on page 39,

PARTICULARSE OF DIRECTOHRS

tan Raymond {Inly) Cornelivs (Chalrman)

Mr Cornelivs, 63, bas nad over 40 years experience in the
minerals and petroteurn industry. He spent the first nine years
of his career with the Western Australian Department of Mines
befores leaving to rrurage his own tenement consulting business,
Since 1976 he has held senjor executive positions in & number
of public exploration and mining companles. in this capucity he
fay had extensive experience and success in the selecton,
managemment  and  development of deposits of  many
commadities.

Llavid fan Chalmers

Mr Chalemers, 55, 5 o geologist and graduate of the Western
Australian tnstitute of Technology, He alse has a Master of
Science degree from the University of Leicester in the United
Kingdor and s a Pelfow of the Australasian Instioute of Mining
and Metallurgy, Feliow of the Institute of Mining, Metallurgy and
Materizls (LHC, Fellow of the Sodety of Bconomic Geologists
{U5), Fellow of the Australian tnstitute of Geosclentists and a
Fellow of the Adgstrafian Institute of Company Directors. He has
worked I the mining and exploration industry for over 30
years, during which time he has had experience in alt facets of
exploration through feasibility and development o the
production phase. He s currently a prindpal in Mol Metal
Consuttants Pty Ltd and is also a director of AuldAX Besources
Lid and MNorthern Star Resources Lid

Lingdsay Arthur Colless

Mr Colless, 58, s a Chartered Accountant with 15 years
experience in the profession and a further 25 vears experience
in Commerce, most of which in the mineral and petroleum
exploration industry in the capacities of financial controfler,
company secretary and director e is a director andfor
secretary of a number of public fisted companies and is also
sacretary of the Company,




PARTICUBLARS OF DIRECTORE Continued

My Henry David Kennedy

M Kennedy, 68, has had » long asseciation with Australizn and
Mew Zealand resource companies and as a technical director
has been astrumnental in the formation and/or developrent of
a number of successful listed companies, including Pan Pacific
Perolewrn NL, MNew Zeatand O and Gas Limited, Minerat
Resources (N7} Lid and Ouer Exploration NL. As Chalrman
and Chief Executive of Kiwi international Resources NL and
Associated Gokd Felds ML, Mr Kennedy was involved in the
discovery and development of the Obotan gold project in
Ghana prior to the companies being merged with Resolute
Samanthz Ltd in May/june 1996, He is also a director of two
fisted overseas companies and the following Aostrafian listed
companies: Dragon Mining NL, Norwest Energy N
Pancontinental O#f & Gas MNL and Sub-Sahara Resources NL.

b Anthony Dean Lethlean

Mr Lethlean, 40, is a geologist with [0 years mining experience
including 4 years underground on the Golden Mile in Kalgoorfie,
fn fater years My Lethlean has been working as a resources
anabyst wdth various stockbrokers and currently consulis to
Cartesian Capital Pry Led, Mr Lethlean jolned the Board of
Allcane as a non-executive director i May 2002,

IRECTORS BEMEFITS

Since the end of the previous financial year no Director has
received or become entitded to receive any benefit {other than
a benefit included in the aggregate amount of emoluments
received or due and recelvable by Directors shown in the
accounts of the Company) because of a contract made by the
Company or a related body corporate with the Director or
with a firm of which the Director is a member or with an entity
i which the Director has a substantial financial interest other
than:

#)  consulting fees of $150,000 (2002 $135,000) paid or due
antt payable to Goldirek Pty Led as wrustee for the Lewls
Trust of which Mr Cornelius is a benefidary for services
orovided in the normal course of business and at noroal
commnerdal rates.

by geclogical consubting and management fees of 5541292
(2007 $398,093) paid or due and payable to companies in
which Mr Chatrmers has a sabstantial financial nterest for
services provided in the normal course of business and at
norrnal corvnercial rates.

¢)  adméristration, accounting and secretarial fees of 3170700
(2007 $138,900) paid or due and payable to a company in
which Mr Cofless has g sobstantial Bnandal interest for
services provided in the normat course of business and at
normal comvrercial rates.

d)  amounts of 208,160 (2002 $417,542) pald or due and
payable to Goldseat Assets Pry Lid, a company in which Mr
Kennedy has a substantia financial interest for royalty
payrments from the Peak Hill Gold Mine in accordance with
& purchase CONLFRCE

ey amounts of 388200 (2002 5652000 pad or due and
payuble to FRocky fises Pry L, a compuny in which Mr
Lethlean bas 2 substantial financial interest, for consulting
services provided in the normal course of business and at
normad cormmerdal rates,

DIREBCTORSE INMTERESTS

The interests of Directors in securities of the entity at 27th
February 2004 are:

Hrect Frdivect Oipstions
LE. Cornelius 7,500 710,000 2,004,427
£ 1. Chatmers 3,600 767 580 2,020,300
LA Colless 19330 237 B46 2,001 949
H.D Kennedy - 11,291,078 b.068,502
A Lethiear - - b 008,000

DIRECTORS MEETIMNGS

The following sets out the number of meetings of the
Company's directors held during the vear ended 31 December
2003 and the number of meetings sttended by each director,

Mumnber of mestings held 23

Mumber of mestings attended by:

LE. Cornelius 23
£ 1. Chatmers 23
LA Colless 23
H.D Kennedy 20
AD. Lethiean 2

DIRECTORE INDEMMITIES

Liuring the financial year, Allane Exploration Ltd paid a
premium to insure the directors and secretary of the Compary
and is Aostralizn based controfied entitles. The Habilities
Insured are costs and expenses that may be ncwred in
defending cvil or criminal proceedings that may be brought
aguinst the officers in thelr capacity as officers of entities in the
controbed antity.

CORPORATE GOVERMNANMNCE

The Company strives to comply with the ASX Principles of
Good  Corporate Governance  and  Best  Practice
Fecommendations and is dealt with on pages 38 and 39 of the
Armisal Report,




SHARE OPTIONS

Options 1o tale up ordirary shares in the capimal of Allane

The following options are exercisable at 45 cents each on or
before 29 May 2008:

Exploration Ltd have been granted as follows: G, Mentes 256,000
Outstanding as at 27th February 2004 5. Allison FRG,000
Public issue & 790,604 P4, Sutherland {56,000
Exercised during year D, 734 G, Morgarn 56,600
The above options are exercisable at 35 cents each at any time M. Morgan 25,600
oft o befora 31 March 2005. B Kot {50,000
The following options are exercisable at 35 cents on or belore 5. Woadham L0006
31 March 2005

£, Meates 56,006
Goldtrek Pry Lrd 1,000,000

{3, Moyses 56,600
Lesfab Pty Lid 1,000,000
Minerat Administration Services Pry Lid 1,000,000 ther than the public ssue options, none of the existing options

The following options are exerdsable at 40 cents each on or
before 24 May 2007

TW. & }. Ranseed
Bocky Rises Pry Led

50,000
250,000

The following are exercisable ar 45 cents on or befors 24 May
204, or 2t 50 cenns on or before 24 May 2006 or at 60 cents
oft or before 24 May 2007

are Hsted on Australian Stock Exchange Limited. No person
entited to exercise any option has or had, by virtue of the
option, a right to participate In any share issue of any other body
corporate,

Signied in accordance with a resolution of the Directors.

Lesfab Py Lid 1,000,000

Minersl Administradon Services Pry Led 1,000,000

Goldtrek Pry Lud 1,060,000 L. Coless

Sundowner international Limited 1,060,000 Ditrector

Bocky Rises Pry Led T50.008 Pated st Perth this 27th day of February 2004
M M M U M L 7 o I I 2 @ ] 3



STATEMENTS OF FINANCIAL PERFORMANCE
For The Year Ended 31 Decomber 2003

Hobe

Bevenue from ordinary activities
Bent received

Sale of Gold

Silver sales

Sharetrading revenue

nterest raceived or due and receivable
from other corporations

Other revenue

Expeonses from ordinary activities
Adrinistration expenses

Audit fees

Auditor - other services
Depreciation and amortisation

Cost of quoted shares sold

Gold production costs

Cose of assets sold

Exploration costs

Provision for investments

Provision for quoted shares written back

Write down in value of tenements purchused by way

of takkeover of subsidiary compandes in prior years

Frofit {oss) from ordinary activities

before ncome tax

fncome tax attributable 2
Frofit {ioss} after incomes tax

Minority interests

Frofic foss) after ncome tax attributable

to members of Albane Exploration Led b4

Accumpiated losses @ beginning of fimanciad vear

Accuruiated losses at end of financiat year

Larnings per share

The accompanying notes form part of these financial statements

COMEOLIDRATED PARERNT ERTITY
B3 piiiys B3 piiity)
% $ % $
19,877 14,145 19,877 14,145
3,190,123 10,254,567 3,190,123 10,254,567
3,518 25,911 1,515 25,911
297,756 967 609 PR 967 609
169,696 115,903 162,857 106,643
42,532 3,901 42,532 ¥
3,723,499 14,382,036 3,716,660 11,368,885
(E,401,504)  (1.046794)  {1,332,497) (898,243)
£25,000) (23,000) (15,000 (23,000)
(13,8145 . 16,000}
(141,486 (1,129.946) (136,204)  (1,116,689)
(806,959 (1,289.547) (B06,969  (1,289,547)
(3,895,407  (3.134508) (3895407}  (5.134.809)
. (5,958 . .
(501,542) (774,761 (163,561} (281,499
. 25,000 . 25,000
923,94 109,136 912,924 109,136
(5,861,798  (13,270618) (5,441,724}  (12.609,650)
(000,000 (1528043) (5,286,334)  (2.115.780)
(3,138,299)  (3A16.625) (R011398) (3356345
(3,138,299 (3416625 (3.811.398) (3356345
487 647 . .
(037,812 (3415978)  (3.001,398)  (3.356,54%)
(15,048,680  (11.630702) (14,812,004) (11455459
(18,186,492)  (15,048,680) (17,823,402)  (14,812,004)
(50.02) ($0.03) (50.07) 50.03




STATEMENTS OF FINANCIAL POSITION
Az A 31 December 2003

COMWEOLITATED PARENT ERNTITY
Mote iiin) Pty 253 pleiy)
% % % ¥
Current Assels
Cash 3,566,204 t,390,657 3E50,70% {350,271
Fecelvables 3 PEE Ry 450,403 161607 554,169
frventories 4 635,485 2,597,230 435 485 2,597,230
invastrnents Lt 961,794 §,699,040 814,892 {538,277
Fotal Current Assets & 44 BT 6,337,330 £, 262,689 6,039,947
bon-Currant Assets
vestments 5 “ - ¥4, 100 4,824 547
Property, Plant & Equipment & Q24,5103 B5E 699 L2L54% 570,667
Other 7 EE 476,331 2569 951 4,140,000 £,790,39¢
Fotal Mon-Current Assets §2,340,844 0,826,650 §2,686,650 P1,185.608
Fotal Assets £8, 782,651 P2 163,980 18,94%,23% 17,225,552
Current Liabifitias
Creditors and borrowings & &8G,9072 f.2t1,154 LG99 154 356
Fotal Current Liabilities S80G,902 211,154 L0919 {154,956
blon-current Liabiities
Craditors and borrowings # 176,382 115,736 176,353 115,736
Total Morn-current Liabilities 196,352 15,736 176,353 115,736
Fotal Liabilities BEY¥, 54 {326,890 FIe 2T §,270,692
Bot Assets E2,925, 397 5,837,090 18,170,068 15,954,860
Eguity
Contributed equity 9 35,993,470 30,766 864 15,993,470 30,766,864
Accusmustated losses (58,186,492 (150486800 (TREIZA0EF (14812004
Total parent entity interest b7 806 978 5,714,184 18,170,068 15954860
Crutside equity interests in controdled entites 118,419 118,904 - -
Fotal Eguity F¥. 925,397 5,837,090 18,070,068 15,954,860

The accompanying notes form part of these financial statements




STATEMENTS OF CASH FLOWS

For The Year Ended 31 Decembey 2003

Cash Flows from Operating Activities
Bent received

Proceeds from godd & silver sales
Payrients o suppliers

Other incoms

interest recetved

ket cash from operating activities

Cash Flows from Investing fotivities
Proceeds of sale of plant, property & equipment
Purchise of plant, property & equipment
Proceeds from sale of investrnent securities
Payrnents for ivestment securities

Payrnents for loans t subsidiaries

Exploration expenditure

bet cash provided for investing activities

Cash Flows from Financing Activities
Proceeds from ssue of shares and options
Cost of share lssues

biet cash How from Bnandng activities
ket increase (decrease) in cash held
Cash at haginning of year

Cash at the end of the financial year

The accompanying notes form part of thess financial statements

COMSOLHBATED PARENT ERMTITY

Moke B BEGE BEHEY piiity)
% % $ 5

19,877 10,672 19,877 5,533

3,193,638 14,073,822 3,193,638 11,073,822
(BATS550)  (10310233) (B396,018)  (9.820.144)
42,532 . 42532 .

169,467 115,503 162,857 106,643

16 {56,035) 890,164 11,886 {369,856
. 2,754 . .
(91,326) (30,294) 70,104} (3.331)

197,756 971,296 397,756 967,609
(141,559 (132,349) (159,660} (132,349)
. - (385907} (2.464,440)
(3,065,895  (3.299.655)  (L731,148)  (1.361,743)
(3,000,024)  (2488,248)  (3,049,058)  (2.894,254)
5,433,757 204,525 5,433,757 204,525
CI07,151) (1,958) (207,151) (1.558)
5,126,606 102,567 5,276,606 102,567
2,475 547 (L395517) 2,200,434 (1.320.831)
[,390,657 2,786,174 1,350,271 2,672,102

15 3,566,204 {390,657 3,550,705 {350,271
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NOTES TO THE FINANCIAL STATEMENTS

STATEMENT OF ACCOURNTING POLICIES

This general purpose financial report has been prepared in
ascordance with Accounting Standards, other authoritative
pronouncements of the Australian Accounting Standards
Board, Urgent fssues Group Consensus Views and the
Corporations Act, 2001, It is prepared in accordance with
the historical cost convention, except for ceraln ussets,
whidh, as noted, are at valuation, Unless otherwise stated,
the secounting policies adopted are consistent with those
of the previous yean

LCorsotidation

The consolidated accounts incorporate the assets and
tiabilities of afl entities controlied by Alkane Exploration Ltd
{“the Company™} as at 31 December 2003 and the resules
of alt controfled entities for the vear then ended. Alkane
Exploration Ltd and its controlled entities are referred to dn
this financial report as the economic entity. The effects of
aft transactions between entities in the econormic entity are
efirminated in full, Outside equity interests in the results and
equity of controfled entitles are shown separately in the
consolidated profit and logs account and balance sheet
respectively.

Where controf of an entity is obtained during a fnancial
year, s resuits are incleded in the consolidated profic and
toss secount from the date on which control commences.
Whers control of un entity ceases during s financial year its
resuits are included for that pare of the vear during which
control ceases,

Income Tay

Tax effect accounting procedures are {ollowed whereby
the ncome tax expense in the profit and loss sccount is
matched with the accounting profit after aliowing for
permanent differences. The future tax benefit refating to
tux losses is not carvied forward as an asset unless the
benefiy is virtually cerain of realisation. Income tax on
currnilative timing differences s set aside w the deferrad
income tax of the future income tax benelit accounts at the
rates which are expectes to apply when those tming
differences reverse. The current tax rates have been used
for this purpose.

Investmeants

fnvestments  in  corporations  other  than  related
corporations are valued at the lower of cost or directors'
waluation, Marketable securities held as inventory are
waiied af the lower of cost or net realisable valve as
determined in respect of esch security holding. Dividend
frcorme is recogrisad in the profic ang losz account.

dy  Cash

£}

For the purposes of the statement of cash flows, cash
includes cash on hand and at call deposits with banks or
financial institutions, met of bank overdrafts  and
investinents i money market instruments maturing within
tess than two months.

Erepreciation

Depreciadon is provided on plant and equipment and is
catcuiated on a straight ine basis 50 a3 to write off the net
eost of each asset during their expected usefid He of 3
years,

boing venturss

The economic entity’s proportionaste interests in the
assets, hubilities and expenses of a joint venture have been
Incorporated in the fHnanchal statements under the
appropriate headings. Where part of a joint venture
iterest is farmed out in consideration of the farminee
undertaking o incur further sxpenditure on behalf of both
the farmines and the economic entity in the joint venture
are of interest, exploration expenditure incurred and
carried forward prior to farmout continues to be carrfed
forward without asdisunent, unless the terms of the
tarmout indicate that the value of the ewploration
expenditure carried forward is excessive based on the
diluted interest retained or it s not thought appropriate to
do so. A provision iz made to reduce exploration
expenditure carried forward to s recoverable or
approprigte arnount, Any cash received in consideration
for farming out part of a joint venture interest is treated as
a reduction in the carrying value of the related minerat

PrOPErty.
Mineral hedying and trading

Medging 5 undertaken i order to avold or mindmise
possible adverse financisl or cash flow effects of
movernents in the gold price. Premiurns received or costs
arising upon entering into forward sale, option and other
derlvative contracts intended to hedge spaciic future
production, together with subsequent realised and
urresfised galns or losses, are deferred untll the hedged
production is delivered. in those dircumstances where a
hedging transaction is terminated prior to maturity because
the hedged production is no longer expected to be
produced, wy previously deferred gains and losses we
recogrised in the profit and loss account on the date of
termination. H the hedging transaction is terminated prior
to its maturity date and the hedged transaction is stilf
expected to occur, deferral of any gaing and losses which
arose prior to termination continues and those geins and
fosses are induded in the measurement of the hedged
transaction. The gross values of the underlying derivative
firancial instruments entered into for hedging are not
recognised i the financial staterments,
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Statement of Accounting Policies Comtinued

HBoyalties and other mining imposts

Ad valorem royalties and other mining imposts are acerued
and charged against earnings when the liability from
production or sale of the mineral crystafises. Profit based
rovalties are accrued on u basls which matches the annuat
rovalty expense with the profits on which the rovalties are
assessed {after altowing for permanant differernces).

Inventoriss

Inventories of broken ore, concentrate, work in progress
and metal are physically measured or estimated and valued
at the lower of cost and recoverable ammount (that s, net
realizable value).

Cost cornprises direct material, bour and transportation
expenditure in bringing such inventories to their existing
tocation and condition.

Recoverable amount is the amoent estimated to be
obtained from the sale of the item of inventory in the
normnal course of business, less any anticipated costs to be
incurred pHor o it sale,

Ewploration expenditure

Expenditure on acquisition, exploration and evaluation
relating to an area of interest s caried forward where
rights to tenure of the area of interest are current and;

it the area has proven comnmercially recoverable
reserves! or

if)  exploration and evalustion activitles are continuing in
ant arez of interest but have ot yvet resched a stage
which permits a reasonable assessment of the
existence or otherwise of economically recoverable
reserves.

At the end of each finenclal vear the Directors assess the
carrying value of the exploration expenditore carried
forward in respect of each srea of interest and where the
value is considerad to be in excess of (3} above the value of
the area of interest is written down or provided againse.

Mine bulldings, machinery and sguipment

The cost of each itern of bulldings, machinery and
equiprnent is written off over the expected economic tife
on # stralght fine method. Each item’s economic e has
due regard both to its own physical lfe bmitations and
present assessments of economically recoverable reserves
of the mine property &t which the fterr is Jocated, and to
possitde future variations in these assessinents. Estimates
of remuaining useful Hives are raade on a regubar basis for all
assets, with annual reassessments of major tems and the
current expected economic life = 4 years,

The total net curying value of mine bulldings, machinery
and equipment at each mine property Is reviewed regularly
and, to the extent to which these walues exceed their
recoverable amounts, that excess iz {ully provided
against/vericzen down In the financial vear in which this s
determined.

Mine properties

Mirte properties represent the accumutation of sl
actuisition, exploration, evaluation and development
expenditure Incurred by or on behalf of the entity in
refation to areas of interest in which mining of a mineral
resource has commenced,

When further development expenditure is incurred in
respect of a mine property after the commencesnent of
production, such expenditure is carried forward as part of
the cost of that mine property osly when substantial futore
econoimic benefits are thereby established, otherwise such
expenditure Is provided for in the year in which i i3
incurred.

Costg are ammortised proportional to the depletion of
esconornically recoverable reserves. The net carrying value
of each ming property is reviewed regulardy and, 1o the
extent to which this value exceeds its recoverable armount
that excess is fully provided forfwritten off in the financial
year i1 which this s determined,

Remaining mine Bfe

in estmating the remaining He of a mine at a mining
property for the purpose of amortisation/depreciation
catculations, due regard is given to the volume of rermaining
economically recoverable reserves,

Bastoration, rehabilitation and environment
expenditurs

Restoration, rehabilivation and  enviromrnental costs
necessitated by exploration and evaluation activides are
accrued at the tine of those activities and treated as
exploration and evaluation expenditore.

Restoration, rehabilitation and envirommental expenditure
necessitated by the developrnent and production activities
are acorued on an ongoing basis over the prodoction Hife of
the mining activity and treated as costs of production

Bestoration, rehubilitation and smwironmental obligations
recognised include the costs of reclamation, plant and
waste site dosure, current and subsequent monitoring of
the erpdroninent.

Earnings per share

Hasic earnings per share is determined by dividing the
operating profit after income tax attributable to membery
of Alkane Exploragion Ltd by the weighted average number
of ordinary shares outstanding during the year,




COMBOLIDATED PARENT BENTITY
o BEHEE o izt
% % $ $
3. IMOOME TAX
z)  Prima facie income tax expanse ot pre tax
accounting raconciles to the income tax expense
fes thie accounts as follows:
Crperating Profit (loss) £3,138 399 {3.416,625) {3.811,298) {3,365 545)
fncome tax benefit caleulated at 309% of
operating profit (loss) (33% 2000) (G4t A% {1,127.862) {303,419} {1,107 660)
Add tax effect of permanent differences:
Tax louses hot brooght to account
as future tax benefits G41,490 {127 862 S03.4L0 0T 460
{ncome tax atiributable to operating profit {foss) - - - -
by Future tax benefits.
Certain future tax benefits have not been
recogrised as an asset:
Artributable to tax losses, the benefits
of which are not certain of
realisation at 30% (339 2002} ER RN T 666137 FETE IR 7870094
c)  The benefit will only be obtained if the economic entity
derives future assessable income of a nature and of an
arnoont suffident to enable the benefit ro be realised,
continues to comply with the conditions for deductibility
imposed by taxation legistation and there are no changes
iy tax fegisiation adversely affecting the econormic entity
fey reatising the benefit
I, RECEIVABLES {Current}
Plebtors induding G5T refunds 2E8,324 50,403 61,607 554,169
4. IMYENTORIES
Cire stockpile snd gold in cireuit 635,488 2,597 230 635,485 2,597,230
., IMYESTMENTE (Carrent)
Cuoted shares at cost 10 82 { B6HE 493 E U0 862 t BAB,E93
Less: Provigion for diminution (244, 199 {168,125 {244,199} {1, 168,123
Duoted shares at lower of cost or market BEY 453 700,570 HEF 683 700,570
Shares in entities listed on overseas markets - 102,160 - 102,100
tess: Provision for diminution - (102,100 - {102,100)
ANOON U AL Fooo R o0 0z




COMEOLIDATED PABENT EMTITY
23 piiird 23 2587
% L3 % §
5. IMYESTMENMTS (Current) Continuad
Shares in unlisted entivies 25,000 4% 000 25 008 45 000
Less: Frovision for diminution (25,600 {45 0000 (5,000 {45 D03
Interest bearing deposits 104,137 98,470 GRY ALY 837,707
§.061,794 §,699,040 f884,89% t,538,277
Investments {MNon-current)
Shares in controfled entities (Mote 14 - - 4,015,565 6,115 565
Loans to subsidiaries - - 4,414,904 5629003
Lesz: Provision for diminution - - {4,256, 360 {2,920,0%8)
- - 24,108 8,824,542
G, PRHOPERTY, PLANT AND EQUIPMENT
Property, plant & equipment - at cost {143,661 1084336 T59,864 689,761
Less: Accumulated deprediation (219,038 (227 6373 {137,323} {119,094)
T4, 533 856,699 632541 570,667
¥, OTHER (Hon-Current)
Exploration and Development Expendiiure
Peak H#ll Mine development costs 5563738 5,462 481 E563,738 5,462 481
Less: depreciation and amortisation {5,563 7383 {5445 755} {5.563,738) {5,445,753)
Peale Hilt Project acquisition and exploration 5,668,009 5,662,393 3,537,241 3,531,545
Less: provision {3,03%.2410) (3,031,548 {3.037,241) {3,031,545)
Accurnutated contributions to other ongoing
exploration projects 9787246 8,533,174 4,432 849 2,122,266
Less: provision (E001,775) {2 H0LT99) {792,849} {848,598)
bE 476,331 2569 95 4,140,000 §,790.39¢6

The Company’s activities in the mining industry are subject to regulstions and approvals including mining, heritage, environmental
regutation, the irnplications of the bigh Court of Austrafia dedsions in what is known generally as the "Mabo" and the "Wil?" cases
and any State or Federal legisiation regarding native and mining tittes. Approvals, although granted In most cases, are discretionary.
The guestion of native title bas yet 1 be determined and could affact any mining title ares whether granted by the State or not.




COMEOLEDATED PARENT ERNTITY
23 piiird 23 pleiy)
§ § $ §
CREDITORS AND BORROWINGS
{Currant Liabilities)
Trade creditors 314,504 908,724 136,521 BY3 486
Provision {or annual leave 44,398 31,470 41,398 3,470
Provision for rebabilitation 325,000 250,000 325,000 250,000
Motor vehicle lease Habilivy - 20,960 . -
680,902 211,154 AR R {154,956
(lon-current Liabilities)
Provision for redundancy 196,382 115736 1¥6,35% 115,736
176,352 15,736 176,353 5736

* Macquarie Bank has guaranteed performance bonds to the Department of Mineral Resources in NSW for an amount of
5450000, which is secured by way of & deposit scoount with Macguarie Bando

PARENT EMYITY

2063 i1

Blurrher % Biurtiber %
SHARE CaAPITAL
Movements in ssued capltal
Batance at beginning of year 9418974 813,594 H2817474 29,169,069
Share Purchase Plan E 21,978 465 B0 - -
Yendor fssue 304 000 A4, 0040 - -
Placement £ 5 000,000 4,905,000 6,600,000 i 644 000
Exercise of options 0,734 KWy 1,500 YA
Balance at end of year 138,451,678 36,24% 351 112,418,974 0,813,594
Less: Costs of lisues - {53,881} - (46,7 30)
Hs per Btatement of Financlal Position P13, 180678 38,993,470 H2.418,974 10,766 864

The issue of 300,000 shares to a vendor was In relation to the purchase of tenements in previous years. The funds raised from
the Share Purchase Plan and the Placement were utiised to further the Company’s exploration projects snd for general working
capital.




For The Year Baded 3 December 2083
PARENT EHTITY
2003 iy
Burriber $ Bhuriber %
%. SHARE CAPITAL Conthusd
Options - Listed
Ewercisable at 35 cents explring 31 March 2005
Batance at beginning of yeur 8404 838 - 92602838 -
Exercised during year 10,734y - {1,560 -
Batance as at 31 December 2003 9,790,604 - 9,601,338 -
Options - Unlisted
Ewercisable at 35 cents explring 31 May 2008
fssued during year - - 3,000,000 -
Balance as at 3t December 2003 3,000,000 - 3,000,000
Ewercisable at 40 cents explring 24 May 2008
fssued during year - - 500,000 -
Batance 31 December 2003 00,000 - 500,000 -
Exercisable at 45 conts before 24 May 2004,
at 54 cents between 25 May 2004 and
%4 Play 2006, or at 60 cents between
25 bay 2006 and 34 May 2007,
fssued during year T56,000 - 4,600,800 -
Balance 31 Decemnber 2003 4, F50,000 . 4,000,000 -
Ewercisable at 45 cents cach explring 29 May 2008
fssued during year SR 000 - - -
Batarce 31 December 2003 PEEG00 - - -
COMBOUIDATED BARENT BERTITY
piiins Lot piiins ird
$ $ $ %

O REMUNERATION OF DIRECTORS

Toral income recelved, or due and recelvable by the
Directors or director related compantes L 196,352 £, 149 735 EO5E,358 941,036

MNumber of Directors whose remuneration was
within the loflowing bands:!

0 - 89999 H i i i
560,000 - $69.999 - i . i
380,000 - $89.999 H - i -
$HI0000 - $110.999 - - . i
F120,000 - §129.999 - - i -
FE30,000 - $139.999 - 2 . i
FE50,000 - $159.999 H - i -
FET0,000 - $179.999 H - . -
$200,000 - 3209999 - - . i
$240,000 - $249,999 H - i -
$390,000 - 5399999 - i . -
$410,000 - 5419999 - i . i




COMEOLHIATED PARENTY ENTITY
Pl 260032 Pl 2602
$ $ $ §
PO REMUMERAYION OF DIRECTORSE Contiwed
$420,000 - 3429999 - - ] -
$540,000 - $549,9599 § - “ .

The rames of Directors who have held office

during the financial year are:

Adkane Exploration Ld

tan R, Cornelius

2. lan Chalmers

Lindsay A. Colless

P Dravid Kennedy

Arthony L3 Lethiean

Subsidiaries

LFB Resources NL, Kiwi Australian Resources Pty Lidd,
Austratastan Geo-Data Pry Lid, Avstralian Zirconda Lid

LR Cornelius
3.4, Chalmers
AL Colless

Skyray Properties Lad {BYD, Ventron knterprises Lid
L. Thomas
Eyeeutives

The salaries of the five highest paid executives falt
within tha following bands:

FHO,000 - $119.999 2 Z p Z

Share options

Options were issued to the following persons
during the financial year:

Purnbey Exercise prive Walue atf grant Exorcise date
Directors

At Lethlzan 750,000 .45 $30,906 24 May 2004
Ewpeutives
Top five executives 300,000 G435 $34,404 29 May 2008

P SEGMENTAL INFORMATION

The economic entlity operates predominantly in one geographic locatior. The operations of the economic entity consist of
erining and exploration for gold, dizmonds and other minerals within Australia,




COMEOLEDATED PARENT ERNTITY
23 piiird 23 pleiy)
$ $ $ §
P2ORELATED PARTY TRANEACTIONS
Directors
Fepe of ransaction Bolated party  Ferms and condidons
- dirsctors

Marmgement consulting LR Comelivs Normal coramerdal 150,008 135,000 ERG 000 b35,000
Munagernent congulting D34, Chalmers  MNorrial corpmercial &,000 55,000 - -
Geological consulting,
tncluding geological and
sechnical support staff {34, Chalmers  MNormal commercial 488,2%2 338,093 426,758 203,894
Finmncial, adroinistration,
accounting and Comparny
Secretarial services
arid staff LA Colless  Normwd commerdial 170,408 §38,200 E2T, 200 bE9 400
Consulting AL Lethleans  MNormud cornmercial B, 200 65,200 8,200 65,260
Foyalty .0 Kennedy  MNormal commerdal 206,168 417,542 206,164 417,542
Consulting fees HLED. Kennedy faoreal cormwnercial 48,000 - 40,000 -

Shares and options

Aggregate number of shares and share options of Allane Exploration Lid scauired from the Company during the year by
Directors or thelr director-related entities:-

2863 2683
Chrdinary shares 9i,740 -
Cntions over ordinary shares TEE.000 4,000,000

The nurnber of options granted to Directors and the terms and conditions under which they were granted were approved by
special resolutions at the general meetings of the Company. The terms and conditions are described in note 9.

Aggregate numbers of shares and share options of Alkane Exploration Ltd held direcdy, indirectly or benefidially by Directors o
thelr director-related entities at balance date:

2083 e
Ordinary shares 11,996,934 T1,784,951
Oiptions 8,694,078 7094878

P 0OMMITMENTE FOR EXPEMNDITURE
Mineral Tessment Loases

in order to malntain current rights of tenure to mining tenements, the Company will be required to outlay in 2004 amounts of
approxirately $1, 134,500 (2003 3986,500) o respect of tenement lease rentale and exploradon expenditures to meet the
minimom expenditure requirements of the various Mines Departments in Australia, These obligations will be fulfilied In the
portnal course of operations,




MOOTERES TO TR
A COMNTROLLED ENTITIES
Book value Eqguity Contribution to Group
REarme fne  Class 2303 Z00% 003 2802 283 2563
¥ ¥ £ % ¥ ¥
Ventron Enterprises bed BVE Ord 250,000 2504600 jog 00 {7,928} {10,134)
Australian Zirconia Led W Ord £ t jog 00 AEERY N (B1,455)
Skyray Properties Ltd BVt Owd 2,366,000 2,300,000 jos 00 (5,599 {0474
Kiwi Austratian
Resources Pry Lid mEw Ord . - 00 G - -
LFB Resources ML BEW  Ord 3,558,700 3,558,700 o 00 (2FD65Yy (2071307
Austratasian
Geo-Liata Py Ld Gid Ord 6,864 &,864 4 74 {8,387 {1.843)
6,115,558 6,115,565
Contribution to Group
Profit (Loss) after minorities (ALRE4EY (L1750
Parent ~ Alikane Exploration Ltd {25064 (1,240,765
Profit {loss) for yesr - group (3837812 (3415978
Loans to {from) subsidiaries & 014,504 5629003
Provision for foss {4, 206,360 {2.920.046)
Parent net investment in subsidiaries F.924,10% 8,824,542
COMEOLEDATED PARENT ERNTITY
23 piiird 23 pleiy)
L2 L2 L2 §
I RECOMOILIATION OF CASH
For the purposes of the Statement of Cash Flows,
cash includes cash on hand and at call deposits with
banks or financial institutions, net of bank overdrafts
and investments in sioney market instruments mataring
within ess thun two mosths, Cash as at the end of the
fimancial year as shown in the Staternent of Cash Flows
is reconciied to the refated items in the balince shast
as follows:
Casht at bank 866,204 i, 040,657 BEGPO5 §,000,271
Calt deposits 3 F00.000 350,000 2,700,000 350,000
3,566,204 t,390,657 3,550,708 t,350,271




COMSOLITATED PARENT EMTITY
23 piiird 23 pleiy)
L3 L3 L3 §
6. RECOMCILIATION OF MET CASH
GUTFLOW FROM OPERATING ACUTIVITIES
TO GPERATIMG LOSS AFTER INCOME TAX
Operating Profit (Loss) {3,138,29% {3.416624) {3.011,398) {3,356,54%)
Write down in value of tenements in subsidiares b0, 000 PRS043 £ 206,334 2015780
Chawges to provisions {636,894} {,192,48% {GAL E65) 1,179,228
Exploration B0 542 74 TG 263,561 181499
Lows on shure trading BO9.212 321,938 LA 326938
Loss on sale of assets - 3,204 - -
Changes in net assets and labilities £, 714,404 486,417 617,343 827,856
Met cash provided for operating activities {0,035 890,164 A2,888 {369,856

The Company has no credic standby or financing facilides in place other than disclosed on the statement of financiat position,

COMNSOUIDATED PARENT ERMTITY
B3 BEHGE B3 piiity)
$ $ $ §
V. EARMINGS PER SHARE (“EPS™)

Basic earnings per share {802} {6.63) {8.07%) (0.03)
piien] 2003 PR 2002
Pfesrribros Bfuamibar Burvibier Mumber

The weighted average number of ordinary shares

or issue used in the calcutation of basic

earnings per share 29038 386 18,757 486 1298358 386 {18,757 486

The dituted sarnings per share is pot materially different from the basic earnings per share,

18, FINANCIAL INSTRUMENTS
{5 Significant accounting policles

Details of significant sccounting pofides snd methods adopted including the criteriz for recognition, the basis of measurement and
the basis on which revenues and expenses are recogiised, in respect of each class of financial asset, financial Hability and equity
iestrument are disclosed in Note | 1o the accounts.




PR, FINANCIAL INSTRUMENTS Coninued
(it} Interest rate risk

The following table detalls the Company’s exposure to interest rate rish as at the reporving date:

Hrmrage Wariable Fived intorast Horiniorest Yotat
friterest frterest Bate Maturity Bearing
Bate Rate Lesss than
fyear
% § ¥ % ]
2003 Financial assets
Cash 4.26 B3¥ 648 - 15,555 66,203
Term deposit 5.20 2000 « - 700,000
Security deposits 4.5% 546,183 133,698 « 1,070,881
Feceivables - . 178,334 1¥8,324
4,383,831 233,698 36,879 4,934,408
Financiaf labilities
Accounts payable - - {314,504} {114,504)
4,383,831 233,698 {615} 4,608,904
20072 Financial assets
Cash 188 1005 625 - 38,778 P04 403
Term deposit 4,50 - 350,000 - 350,400
Security deposits 445 - 241,884 14,000 155 884
Feceivables 415 736,851 - t.39258Y 2,129 840
1,742,476 591 684 442767 3777147
Financial liabiilties
Accourds payable - - {308,724, {208,724)
1,742,476 591 684 534,043 2,868,403

ity Credic sk
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financid loss to the
Company. The Company has adopted the policy of dealing with creditworthy counterparties and obtalning sufficient collateral or
other security where appropriate, as a means of mitigating the risk of financial toss from defaults. The Company mensures credit
risk on a falr value basis,
The Company does not have any significant credit risk exposure 1o a single counterparty or any group of counterparties having
sienilar characteristics.
The carvying amount of inandial assets recorded in the Hnanclal statements, net of any provisions for losses, represents the
Compary's masimurn exposure to credit risk without taking account of the i value of any collateral or other security obtained.
{iv) Met fair valus

The carrying amount of financial assets and financial abilities recorded in the francial staternents represents their respective net
falr values, determinad in sccordanes with the accourting policies disclosad in Note | o the scoounts,




DIRECTORS DECLARATION

The directors declare that the financial staternents and notes set out on pages 20 to 33
z)  comply with Accounting Standards, the Corporatons Regulations and other mandatory professional reporting requirements; and

by give u tue and falr view of the company’s and controlled entity’s financial posidon as at 3t December 2003 and of ther
performunces, as represanted by the results of thelr operations and their cash flows, for the financid year ended on that date,

in the directory’ opindon:
#)  the financial staterments and notes are In accordance with the Corporations Act; and

by there are ressonable grounds to balieve that the company will be able to pay its debes as and when they become due snd payable.

This declaration is made in sccordance with a resolution of the Directors.

L.dh, Colloss
Ihrector

Perth, 27 February 2004




INDEPENDENT AUDITORS REPORTY
Yo the Members of Athane Exploration Ltgd

SLOPFE

We have sudited the finandal report of Alliene Exploration Led (the Company) for the financial vear ended 31 December 2003 as set
out on pages 20 to 34, The Company's directors are responsible for the financial report which includes the financial staternents of the
Company and the consolidated financial statemnents of the consclidated entity comprising the Company and the entitles it controfled
at the end of, or during, the financial year, We have conducted an independent audit of the frandal report in order to express an
opirdon on it to the members of the Compary.

Owir agdit has been conducted in accordance with Austratian Auditing Standards to provide reasonable assurance as to whether the
firancial report is free of materdal misstatement. Our procedures included examination, on @ test basis, of evidence supporting the
amounts arvd other disclosures in the financial report, and the evaluation of accounting policies and significant accounting estimates.
These procedures have been undereaken to form an opinlon as to whether, in all marerial respects, the financial report s presented
fairly in accordance with Accounting Standards, other mandatory professional reporting requirements and the Corporations Act so as
to prasent a view which is consistent with our understanding of the Company's and the consclidated entity’s financial position, and
performance as represented by the results of their operadons and their cash flows,

The audit opinfon expressed in this repert as been formed on the above basis,

AUDIT OPIMNION
tn our opindon the financial report of the Company Is In accordance with:-
z)  the Corporations Act, including:

i giving = true and falr view of the Company’s and consolidated entity’s inanclal position as at 31 December 2003 and of their
performance for the findncial year ended on that date; and

if)  complying with Accounting Standards and the Corporations Hegulations; and

by other mandatory professionst reguirements,

Bothsay

Chartered Accountants

aG.R. Swan
Partner

Sydney, 27 February 2004




SUPPLEMENTARY INFORMATION

Additional formation included in sccordance with Listing Hules of the Australian Stock Exchange Limited,

P, SHARE HOLDING AT 5 MARCH 20064 - ALK

fay Distribution of Shareholders

Bumher of Holdors

Shore holding Fully paid ordinary shares
P 100G 2,366

1001 - 5,000 921
5001 - 10,000 524
FO,001  -100.000 893
00001 - over 125
""" 4,829

There are 2,474 shareholders who hold less than a sarketable parcel,

Voting rights are one vote per fully paid ordinary share

{b} The names of the substantial shareholders shown in the Company's Reglster ave:

Eharehoider Fumber of Bhares
Rockiield vestments Led F1,399.370
Resources Investment Trust Pl 8 500,000

A, TOP TWENTY SHAREHOLDERE AT 5 MARCH 20084

Shmrefiotdor Humiber Y% tssuad
of Shares Capital

Mational Mominees Limited 28,530,503 20.955
MSBEC Custody Mominses {Australia) Limited 8,600,877 6316
Golden Moment Resources Ld 5,085,804 3.735
Ellcofin BYBA 5,000,000 3672
ARZ Mominees Limited 4,990,128 i.e8s
MNEFCO hNominees Py Lid 4,667,520 3428
Sydriey Equities Pty Limited 4,100,000 .00
Chticorp Mominees Pry Limited 3,561,028 1615
Resowrces Capital Fond i LP 2,440,600 1792
Locksley Holdings Poy Ld 1,720,739 b.263
W Securities Pry Lid 1,550,000 b.138
Lampsac Fry Ld b 408,000 L.O28
Cyrtim Corporation bY 1000000 0.734
Teust Company Superannuation Services Lid 991,000 0.727
Tasrrean Asset Management Led FiE556 0.66%
3P Morgan Mominess Australia Lirdted 892,232 0655
M Moel Christopher Spink 883,244 0.648
Moondance Yertures Limited 858,000 0.630
Busschaery & Co B27.532 G.607
Leafals Pry Lid &77 290 0497
78,687,523 57.780




LDETION HOLDING AT 5 MARCH 2004 - ALKOB

Distribution of Option holders

BEurnber of Holders

Cption holding Options
P 100G 493
1001 - 5,000 262
5001 - 10,0600 23
FO,001  -100.000 92
00001 - over 23
"""" 891

Cintions are exercisable at 35 cents each expiring 31 March 2005

FTOP TWENTY OPTION HOLDERS AT § MARCH 20604

{ption holder Fusnber

of Oiptions % bssued
Mational Mominees Limiged TiB,693 442
Bretred Py Ld 578,393 5.207
M Peter Costello 400,000 4.085
M Richard Mitchell Dinond & Mrs Denize Rosshyn Dimond 400,006 4.G85
M Moel Christopher Spink 374,974 3.829
CGundire Pty Led 356,000 3.574
Moldex Nominees Poy Lid 250,000 2553
Chippelt Pry Lid 250,600 2.553
Lampsac Pry Lid 208,400 2128
Stnew Pry Lid 200,000 2.042
Brumac Fey Led 200,000 2.042
Mr Brian Anthony Conway 200,006 2.042
ANZ Nominees Limited 68,407 FA2G
M John Colin Whatan & Mrs Carol Rose Whelan 65,000 b.&8E
M Hugh Donaltd Mcliougall & Mrs Ehva Mary MeDougall b49.91 1 b.531
B A Conway Py Ld b4, 000 bAZS
Trust Company Superannuation Servces Lid t35,329 b.382
R M Dimond & Assodates Pry Led b16.606 boEEd
Longo Pty Ltd 05, GO0 irird
Tedic Adcatel (Australia) Pry Lid HO5, GO0 bO7Z

5,225,107 53.357




taption Mobding at 5 March 2004 . ALKAG

Total options exercisable at 35 cents each expiring 31 May 2005 3,060,600
Mumber of holders 3
Holdings of rmore than 209

Golderek Py Lid 1,000,000
Mineral Administration Services Pry Led 1000006
Lesfab Pry Lad 1,000,000
taption Helding at 8 March 2004 - ALKAL

Total options exercisable at 40 cents each expiring 24 May 2007 500,600
Mumber of holders 2
Foldings of more than 20%

TW & | Ransted {The Bansted Family Account) 250,000
fodky Rises Py Lad 250,000

ption Molding at 3 Mareh 2004 - ALKAG

Total options exercisable at 45 cents each on or before 24 May 2004,

at 50 cents between 25 May 2004 & 24 May 2006

at 60 cents between 25 May 2006 & the expiry date 24 May 2007 4,750,000
Murmber of holders 5

Holdings of rnore than 20%

Golderek Pry Led 1,000,000
Mineral Administration Services Pry Led 1,000,006
Leefab Pry Led 1,000,000
Sunddowner Internationat Led 1000000

taption Holding at § March 1004 - ALKAK

Total options exercisable at 45 cents each expiring 29 May 2008 975000
Mumber of holders g
Foldings of more than 209%

GR Meates & Associates Py Lid 250,000

RESTRICTED SECURITIES

Az ar the date of this report, there wers no securities subject to restrietion under the Listing Rutes of Australian Stock Exchange
Lirnited.

CORPORATE GOVEANANCE STATEMEMNT

The Directors of Aflane Exploration Led aspire to comply with ASX Prindiples of Good Corporate Governance and Best Practice
Recomynendations considersd appropriate to the Company's cireumstances,

An explanation of the droumstances where the Company's main corporate governance practices differ to those in the ARX
Recormynendations are set out below.

Becommendation 2

BOARD OF DIRECTORS

The Board of Divectors takes uitirste responsibility for corporate governance and operates in sccordance with the following
broud principles:

The Board comprises 5 directors. The Chalrman is executive and has a long association with the Company. The Finance Director
is responsible for the accounting, administration, financial and company secretarial areas and has also had 2 long sssociation with
the Company. The Techiieal Director s responsthle for aff technical and geological areas of the Company and has slso been
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assodiated with the Company for 2 long perlod. None of the executive directors are full-time employees but provide thelr
services through thelr specialiss consulting firms. Two other directors are non-executive, and have extensive experience with the
technical ared financial aspects of the Company. They also have 2 dose affinity with the business of the Company. The Bourd
consider it is best practice and in the Dest interests of alf shareholders for persons elected to the Board to mabke significant
contritritions to the Cornpany and its shareholders, The Board do not consider the Company to be of a size to warrant further
nor-executive directors, nor do they consider it either aconomic or good practice to expand the Board just for the purposes of
cosmatics. it is o principle of the Company for its Board to comprise persons who have a specific interest In the Company and
i its future.

Dretails of the directors are set out in the Directors’ Report under the heading "Particulars of Directors”,

Dhirectors are initially appointed by the full Board, subject to election by sharcholders at the next general meeting and re-election
by rotation i accordance with statutory regulations.

The Company belisves that the structore of the Board of this Company i such that it achieves Principle 2, Structure of the Board
o Add Vadue, In spite of the fact that s raajority of the Board does not comprise independent directors. it is further the opinion
of the Board, that in order for the Board to add value, the Chalrman should devote himself o the Company on an executive basks
ard not on & part-time basis. The Company does not consider that a nomination committes s justified as the whole Board carries
ot that rask.

MON-EXECUTIVE DIRECTORS

The performance of non-executive directors is reviewed by the Chalrman on sn ongolng basis. Nonexecutive directors are
expected o spend at least 20 days a year preparing for, and attending, Board meetings and associated actvities,

INDEPENMDENT PROFESSICNAL ADVICE

Directors have the right, In connection with their duties and responsibilities as directors, to seek independent professional advice
at the Company's expense, Prior approval of the Chalrman is required, which will not be unreasonably withheld,

Becommendation 4

The Company has an audit committee that comprises the two non-executive directors of the Board. The Company considers
this is an approgriate structure to achieve the principles of recormmendation 4, within the appropriate econormic boundaries and
without interfering with the integrity of the principles. The Board has given the audit committee all the power that the committes
considers necessary to carry out its task, including right of sccess to all management, @il books and records and to the auditors,
it s not considered necessary for a formal charter to be produced.

The audit committee comprites Mr AL Lethlean, Chabrrmme and My H.DL Kennedy, Qualifications of these directors are induded
irs the Lirectors’ Report.

Becomunendation 8

A performance evaluation s conducted by the whole Board on 2 contincing basis.

EMYIROMMENTAL REGULATION

The consolidated entity is subject to significant environmmental regulation in respect of its development, construction and mining
activities as set out below.

Mindng

During the vear there were inadvertent rninor breaches of the requirements relating to certain environmental restrictions at the
Compary's mine site operations at Peak Hill, NSW. Management has been working with the New South YWales Environment
Protection Authority to constantly monitor and rectify procedures to ensure compliance with the regulatory requirements. The
Compary employs a full trme environmental manager at the site,

Ewploration

The Company is subject to environmental controls and restrictions on al s mineral exploraton tenements relating to any
expioration activity on those tenements. Mo breaches of any environmentat restrictions were recorded during the year,

Genoral

The consofidared entity aspires 1o the highest standards of environmental managernent aod insists all its staff maintain that
standard.
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