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The directors of Havilah Resources NL submit herewith the annual financial report of the company for the financial
year ended 31 July 2004, In order to comply with the provisions of the Corporations Act 2001, the directors report
as foliows:

DIRECTORS

The names and particutars of the directors of the company during or since the end of the financial year are:

Keith Rebert Johnson (appointed 11 February 1897)

Christopher William Giles (appointed 11 February 1997)

Kenneth Graham Willlams {appointed 15 November 2003}

Howard Graham Walker (appointed 4 December 1997 and resigned 15 November 2003)

Detaits of the directors are:

Keith Robert Johnson {Executive Chairman) BSc{Hons), PhD, FAusIMM, aged 57

Dr Bob Johnson, a geologist, is one of the world's leading practitioners of the application of computers to
geological modeliing and mine ptanning.

His company, Maptek Pty Ltd, is a major supplier of technical mining software with a network of integrated offices
across Australia, North and South America, Africa and Europe marketing the interactive VULCAN mining system.
This experience has provided a broad understanding of crebodies and of the role of 30 geometry in structural

geology.

Dy Johnsen, a resident of Adelaide, is a Fellow of the Australasian Institute of Mining and Metallurgy and a
Member of the American Society of Mining Engineers. He is also a non-executive director of Ellex Medical Laser
Systems Limited.

Christopher William Gites (Executive Technical Director) 85c{Hons), PhD, MAIG, aged 51

Dy Chris Giles is an experienced geologist having supervised exploration programmes for a variety of
organisations all over the worid.

During his career he has worked on exploration teams that hiave been directly responsible for the discovery of
six operating gold mines. Prior to joining Havilah, he was a joint founder and investor in East African Gold Mines
Limited, responsible for ground selection and supervising initial exploration programmes that resulted in the
discovery of two substantial gold deposits in the Mara region of Tanzania, which have recently been brought into
production.

Dr Giles is a resident of Adelaide and a2 Member of the Australian Institute of Geoscientists.

Kenneth Graham Williams {Non-executive Director) BEcon{Hons), MApplFin, aged 43

Mr Ken Williams has extensive experience in mining finance and his skills will complement the technical skills of
Drs Johnson and Giles.

He has previously held roles in the treasury operations at Qantas Airways Limited and Normandy Mining Limited,
before becoming Chief Financial Officer of Normandy. Until March 2003, Mr Williams was Group Executive
Finance and Business Manager at Newmont Australia Limited. He currently is a director of Australian Magnesium
Corporation Lid.

Mr Williams is a resident of Adelaide and member of the Australian Institute of Company Directors and the
Finance and Treasury Association.

Howard Graham Walker (Non-executive Director) BSc, ARSM, MAuslMM, aged 51

Mr Howard Walker is a mining engineer with experience in gotd and basemetals in South Africa and also at

the Mount Isa operations. He jcined J B Were & Son in 1983 as a precious metals analyst specialising in the
Australian gold industry, and became manager of their resources research team in 1987. He was appointed as a
director of J B Were Corporate Services in 18990 and unti! his departure in 1996 was closely involved in numerous
capital raisings for various resource companies. Mr Walker has been a member of the management team of Lion
Selection Group Limited {"Lion") since its inception in 1997. He represented Lion on the Havilah Board and is also
a Lion nominated director of Spinifex Gold Limited, Gallery Gold Limited and MP1 Mines Limited.

Mr Walker is a resident of Melbourme and a member of the Australian Institute of Mining and Metatlurgy.

PRINCIPAL ACTIVITIES

The principal continuing activity of the company is the exploration for gold, basemetals and other economic
mineral deposits.




FINANCIAL RESULTS

The net result of operations for the year was a loss after income tax of $125,891.

DIVIiDENDS

No dividends were paid or declared since the start of the financial year, and the directors do not recommend the
payment of dividends in respect of the financial year.

REVIEW OF OPERATIONS

During the year the company carried out exploration on its tenements and applied for, or acquired, additional
tenements with the objective of identifying gold, basemetals and other economic mineral deposits.

A Review of Operations and the Chairman's Statement are contained elsewhere in the Annual Report.

CHANGES IN STATE OF AFFAIRS

During the financial year there was no significant change in the state of affairs of the company other than that
referred to in the financial statements or notes thereto.

SUBSEQUENT EVENTS

During August 2004 the directors successfully made a placement of the shorifall that occurred as a result of the
rights issue. The placement raised $812 818 as the resul of the issue of 3,380,801 shares at 27 cents per share.
This has not been reflected in the statement of financial position for the year ended 31 July 2004, There has been
no other matier or circumstance that has arisen since the end of the financial year, that has significantly affected,
or may significantly affect, the operations of the company, the resuits of those operations, or the state of affairs of
the company in future financial years.

ENVIRONMENTAL DEVELOPMENTS
The company carries out exploration activities on its exploration tenements in South Australia.

The company's exploration operations are subject to environmental regulations under the various laws of South
Australia and the Commonwealth. While its exploration activities to date have had a low level of environmental
impact, the company has adopted a best practice approach in satisfaction of the regulations of relevant
government authorities.

FUTURE DEVELOPMENTS

Disclosure of information regarding tikely developments in the operations of the company in future financial
years and the expected resuits of those operations is likely to result in unreasonable prejudice to the company.
Accordingly, this information has not been disclosed in this report.

SHARE OPTIONS

During the year options to acguire 350,000 ordinary shares in the company were granted to directors and
consultants under the company’s share option plan. Ne options were exercised or lapsed during the year. Details
of the batance in directors and consultants share option plan for the year are included in Note 22 in the financial
report.

During and since the end of the financial year 50,000 share options were granted to the following directors of the
company:

Directors Number of options granted issuing entity Number of shares under oplions
K G Wiliams 50,000 Havilah Resources NL 50,000

During the year options to acguire 1,500,000 ordinary shares in the company were granted to Lynch Mining Pty
Lid. Details of the balances in the other share option plan for the year are included in Note 22 in the financial
report.

DIRECTORS’ INTERESTS

The following table sets out each director’s relevant interest in shares and options of the company or a related
body corporate ag at the date of this report.

Directors Fully Paid Ordinary Shares Share options
K R Johnson 2,676,570 3,000,000
C W Giles 8,118,264 3,000,000

K G Wiliams 148,000 50,000




DIRECTORS’ AND EXECUTIVE REMUNERATION

The company has two executive directors and one non-executive director. There are no specified executives of
the company. Due to its size, the company does not have a remuneration committee. Director’s remuneration is
determined by the Board in line with industry practice and what is reasonable for the company.

The directors were paid in the form of consuiting fees to nominated companies in which the director has a
controlling interest.

Remuneration packages contain the following key elements:
ay Primary benefits — consulting fees
b) Equity - share opticns granted under the share option plan as disclosed in Note 22 to the financial statements

The following table discloses the remuneration of the directors of the company:

2004 Primary Consulfing Fees Equity Opfions Total

$ $ $
K R Johnson 106,800* 106,600
C W Giles 141,800* 141,600
K G Williams 12.500* 8.807 21,307
H G Walker 5,000% 5,000
Total 265 700 8,807 274 507

The above consulting fees are actual costs to the company.
* Consulfing fees paid fo nominated company in which the director has a conirolling inferest.

** Consulting fees paid directly to Selection (L5G) Management Ply Limited, a company in which
the direcfor has an interest.

The value for options issued has been calcutated using the Black-Schotes modet.

MEETINGS CF DIRECTORS

The following table sets out the number of directors’ meetings held during the financial year while the person was
a director and the number of meetings attended by each director (while they were a director).

Name Held Aftended
K R Johnson 8 8
C W Giles 8 8
K G Williams 8 B
H G Walker 2 2

Due o the company’s size and activities the company does not have audit or remuneration
commiiiees.

INDEMNIFICATICN OF OFFICERS AND AUDITORS

During the financial year the Company paid a premium in respect of a confract insuring the directors and

officers of the Company against a lability incurred as such by a director or officer to the extent permitted by the
Corporations Act 2001, The contract of insurance prohibiis disclosure of the nature of the liability and the amount
of the premium.

The Company has not otherwise, during or since the financial year, indemnified or agreed to indemnify an officer
or auditor of the Company or of any related body corporate, against a labiity, incurred as such an officer or
auditor.

Signed at Adelaide this 21st day of Oclober 2004 in accordance with a resciution of the directors.

K R Johnson

" Chairman




Financial ternents
HAVILAH RESOURCES NL
ABN 39 077 435 520
STATEMENT OF FINANCIAL PERFORMANCE
FOR THE FINANCIAL YEAR ENDED 31 JULY 2004
Note 2004 2003
$ $
Revenue from ordinary activities 2 206 278 247 672
{epreciation expense {45,326) {38,227
Amortisation expense {8,321) {7.026)
Travel expense (2,187 {2,298)
insurance expense {24,132 {4,514)
Management fees {(129,375) {155,950)
Consultant fees {17,500} -
Legal fees {12,056) {1.381)
Audit fees (11,060} {11,130)
ASX listing fees {21,688) (8,080)
Shareholder administration fees {31,311) {14,208)
Finance lease charges {2,278) {2,2086)
Printing expense {5,829) {6,504)
Computer charges {12,410} {11,700}
Other expenses from ordinary activities (8,776) {10,184)
Loss from ordinary activities before income tax expense {125,881) {26 ,006)
income tax expense relating to ordinary activities 3 - -
{125,891) (26,008}
Total decrease in equity other than those
resulting from transactions with owners as owners {125,881) {26,006)
Earnings per share
- Basic {cents per share} - foss 17 (0.222) {0.047)
- Diluted (cents per share) - loss 17 (0.222) {0.047)

The above statement should be read in conjunction with the accompanying notes.
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HAVILAH RESOURCES NL
ABN 39 077 435 520

STATEMENT OF FINANCIAL POSITION
AS AT 31 JULY 2004

Note 2004 2003
$ $

Current Assets
Cash and deposits 4 4333814 4,650 915
Cther assets 5 83,521 47 540
Total Current Assets 4. 307 335 4,608,455
Non-Current Assets
Exploration and evaluation expenditure 6 2,399,869 756,847
Property, plant and equipment 7 1,870 96,774
Total Non-Current Assets 2.491,530 853,621
TOTAL ASSETS 6,888,874 5,552,076
Current Liabilities
Payables 8 303,679 71,428
interest bearing liability 9 7.564 7.414
Total Current Liabilities 311,043 78,842
Non-Current Liahilities
interest bearing liability 9 19,839 27 501
Total Non-Current Liabilities 19,639 27.601
TOTAL LIABILITIES 330,682 106,443
NET ASSETS 6,558,192 5,445 633
Equity
Contributed equity 10 8,871,908 7,633,548
Accumulated fosses 1 {2,313,8086) {2,187 915}

6,558,192 5,445 633

The above statement should be read in conjunction with the accompanying notes.
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HAVILAH RESOURCES NL
ABN 39 077 435 520

STATEMENT OF CASH FLOWS
AS AT 31 JULY 2004

Note 2004 2003
$ $

Cash flow from operating activities
interest received 203,073 293,933
Payments to suppliers (292 ,195) {209,915)
interest paid {2,278) {2,206)
Cther recelpts 3,205 -
Net cash {used in} / provided by operating activities 21(b) {88,195) 81,722

Cash flow from investing activities
Payments for exploration and evaluation expenditure {1,133,901) {483,282)
Payments for plant and equipment {48,543) {20,366)
Proceeds from sale of plant and eguipment - 14,008
Net cash used in investing activities {1,182 444) {489 648)

Cash flow from financing activities
Proceeds from share issue 992,372 -
Share issue expenses {31,422) -
Finance lease repayments {7.412) {6,588)
Net cash provided by / {used in} financing activities 953,538 {6,588)
Net decrease in cash {317,101} {414,514}
Cash at beginning of financial year 4 650,915 5,065,426
Cash at end of financial year 21(a) 4333814 4,650,915

The above statement should be read in conjunction with the accompanying notes.
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SUMMARY OF ACCOUNTING POLICIES
FINANCIAL REPORTING FRAMEWORK

This financial report is a general purpose financial report which has been prepared in accerdance with the
Corporations Act 2001, Accounting Standards and Urgent Issues Group Consensus Views, and complies
with other requirements of the law.

The financial report has been prepared on the basis of historical cost and except where stated, does not take
inte account changing money values or cusrent valuations of non-current assets. Cost is based on the fair
values of the consideration given in exchange for assets.

SIGNIFICANT ACCOUNTING POLICIES

Accounting policies are selected and applied in a manner which ensures that the resulting financial
information satisfies the concepts of relevance and reliabifity, thereby ensuring that the substance of the
underlying transactions or other events is reported.

The following significant accounting policies have been adopted in the preparation of the financial report:
{a) Acquisition of Assets

Assets acquired are recognised at the cost of acquisition, being the purchase consideration determined as at
the date of acquisition plus costs incidental to the acquisition.

{b) Depreciation

Plant and equipment are depreciated at rates based upon their useful lives. Depreciation is calcutated on
a straight fine basis so as to write off the net cost of sach asset over the expected useful life. The following
estimated usefu lives are used in the caiculation of depreciation:

Piant and equipment: 30 5 years
Equipment under finance lease: 4 years

{c) Exploration, Evaluation and Development Expenditure

Exploration, evaltuation and development expenditures in relation to separate areas of interest for which
rights of tenure are current, are capitalised in the year in which they are incurred and are carried at cost. The
cost of acquisition of an area of interest and exploration expenditure relating to that area of interest is carried
forward as an asset in the statement of financial position where:

{i} itis expected that the expenditure will be recovered through the successful development and exploitation
of an area of interest or by its sale; or

{ify exploration activities are continuing in an area of interest and activities have not yet reached a stage
which permits a reasonable estimate of the existence or otherwise of economically recoverable ore
reserves.

Should a project or an area of interest be abandoned, the expenditure will be written off in the year in which
the decision is made. Where a decision is made to proceed with development, accumulated expenditure will
be amortised over the life of the reserves associated with the area of interest once mining operations have
commernced.

{d) Goods and Services Tax

Revenues, expenses and assets are recognised net of the amount of geoods and services tax {GST) except:

{i} where the amount of GST incurred is not recoverable from the taxation authority, it is recognised as part
of the cost of acquisition of an asset or as part of an item of expense; or

{it} for receivables and payables which are recognised inclusive of GS5T, the net amount of GST recoverable
from, or payable to, the taxation authority is included as part of receivables or payables.

Cash flows are included in the statement of cash flows on a gross basis. The ST compenent of cash flows
arising from investing and financing activities which is recoverable from, or payable to, the taxation authority
is classified as operating cash flows.




{e) Income Tax

Tax effect accounting principles are followed whereby income tax expense is matched with the accounting
resuits after allowing for permanent differences. The future income tax benefit relating to income tax losses
and timing differenices is not carried forward as an asset uniess the benefit is virtually certain of being
realised.

{f} Inferests in Joint Venture Operations

The company's proportionate interests in the assets, labilities, revenue and expenses of joint venture
operations are included in the financial statements under the appropriate headings. Details of the company's
joint venture interests are shown in Note 15.

{g) Receivables

Trade receivables and other receivables are recorded at amounts due less any aliowance for doubtful debts.
{h) Recoverable Amount

Non-current assets are written down to recoverable amount where the carrying value of any non-current
asset exceeds recoverable amount. In determining the recoverable amount of non-current assets, the
expected cash flows have not been discounted to their present value.

{i} Revenue Recognition

{isposal of Assets:

Revenue from the disposal of assets is recognised when the company has passed control of the asset to the

buyer.

interest Revenue:
interest revenue is recognised on an accrual basis.

{j} Accounts Payable

Trade payables and other accounts payabte are recognised when the company becomes obliged io make
tuture payments resulting from the purchase of goods and services.

{k) Provisions

Provisions are recognised when the company has a present obligation, the future sacrifice of economic
benefits is probable, and the amount of the provision can be measured reliably.

{1} Leased Assets

L.eased assets classified as finance leases are recognised as assets. The amount initially brought to account
is the present value of minimum lease payments.

Afinance lease is one which effectively transfers from the lessor to the lessee substaniially all the risks and
benefits incidental to ownership of the leased property.

Finance leased assets are amortised on a straight line basis over the estimated useful life of the asset.
Finance lease payments are allocated between interest expense and reduction of lease liability over the
term of the lease. The interest expense is determined by applying the interest rate implicit in the lease to the

outstanding lease liability at the beginning of each lease payment period.

Cperating lease payments are recognised as an expense on a basis which reflects the pattern in which
economic benefits from the leased asset are consumed.




REVENUE FROM ORDINARY ACTIVITIES
{a) Operating revenue:

interest - other entities

Other income

{b) Non operating revenue:
Proceeds from sale of plant and eguipment

INCOME TAX

{a) Prima facie income tax expense on pre tax accounting loss
reconciles to income tax expense in the financial statements
as follows:

Loss from ordinary activities

income tax benefit calculated at 30%
Permanent differences:

Legal fees

Share issues costs

Timing differences and tax losses not brought to account as
tuture income tax benefits

income tax attributable to logs from ordinary activities

(b} Net future income tax benefits not brought to account as assets:
Tax losses - revenue
Timing differences

The taxation benefits of tax losses and timing differences
niot brought to account will anly be obtained if:

{a) assessable income is derived of a nature and of amount

sufficient to enable the benefit from the deductions {0 be realised;

{b) conditions for deductibility imposed by the law are complied with;
and

{c) no changes in tax legisiation adversely affect the realisation
of the benefit from the deductions.

CURRENT ASSETS -~ CASH

Casgh on hand
{ash at bank

Cash on deposit

CURRENT ASSETS - OTHER

Prepaid expenses
GST refundable

2004 2003
$ $
203,073 233,672
3,205 -
206,278 233,672
. 14,000
206,278 247 872
(125,891) (26,006)
(37,767) (7.601)
3627 414
(20,788) (26,788)
63,028 37,715
1,223,782 831,551
(550,238) (222,074)
673,544 600,477
3 3
126,932 143,330
4206879 4,507,582
4333814 4650915
32,606 13,037
30,825 33,603
63,521 47,540
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2004 2003
$ $
NON-CURRENT ASSETS -
EXPLORATION AND EVALUATION EXPENDITURE
Cost brought forward 756,847 260,109
Expenditure incurred during the year 1,843,022 498,738
Cost carried forward 2,390,869 756.847
Plant and Equipment under
Equipment finance lease Total
2004 2004 2004
$ $ $
NON-CURRENT ASSETS -
PLANT AND EQUIPMENT
Gross carrying amount at cost
Opening balance 123,674 41,603 168,277
Additions 48,543 . 48 543
Disposals - - -
Closing balarice 172,247 41 603 213,820
Accumulated depreciation/amortisation
Opening balance 61,477 7,026 68,503
Depreciation/amortisation for the year 45328 8,321 53,647
Disposals - - -
Closing balance 106,803 15,347 122,150
Net book value
As at 31 July 2003 62,197 34,577 98,774
As at 31 July 2004 65,414 26,256 91,780
2004 2003
$ $
CURRENT LIABILITIES - PAYABLES
Trade payables 299,329 67,678
Accruals 3,750 3,750
303,079 71,428
INTEREST BEARING LIABILITIES
Secured current finance lease liability 7.964 7414
Secured non-current finance lease Hability 19,639 27,601

The above finance lease liabilities are secured by the assets leased,
the current market value of which exceeds the value of the finance lease hability.
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10 CONTRIBUTED EQUITY

b
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2004 2003
Issued Share Capital Number $ Number 5
Balance at beginning of the financial year 54,950,020 7,633,548 54,950,020 7,633,548
tssue of shares to:
Lynch Mining Pty Ltd at 18.5¢ 1,500,600 277,500 - -
tssue of shares pursuant
to Prospectus dated 7 April 2004 at 27¢ 3,675,452 992 372 - -
Costs associated with the issue of shares {31,422 - -
Balance at end of the financial year 60,128,472 8,871,808 54,950,020 7,633,548

Fully paid ordinary shares carry one vote per share and carry the right to dividends.

At the company's annual general mesting held on 19 December 2003, shareholders approved the issue on
8 October 2003 to Lynch Mining Pty Lid of 1.5 million fully paid ordinary shares and 1.5 mitlion options to
acquire fully paid ordinary shares in the Company for the transfer by Lynch Mining Pty Ltd to the Company
of its interest in 70% of Exploration Licences in the Curnamona Craton of South Australia and associated
mining data.

2004 2003
ACCUMULATED LOSSES $ $
Balance at the beginning of the financial vear (2,187,918 {2,161,909)
Net loss (125,891) (26.006)
Balance at the end of the financial vear (2,313,808) {2,187.915)

REMUNERATION OF DIRECTORS AND EXECUTIVES

The specified directors of Havilah Resources NL during the year were;
Keith Robert Johnson (Executive Chairman}

Christopher William Gites (Executive Technical Director)

Kenneth Graham Williams {Non-executive Director)

Howard Graham Walker {Non-executive Director)

There were no specified executives of Havilah Resources NL during the year.

{irectors’ remuneration packages are reviewed by the Board of Directors and determined with due regard to
current market rates and are benchmarked against comparable industry salaries, adjusted by a performance
factor to reflect changes in the performance of the economic entity,

2004 Primary Consulting Fees Equity Options Total
5 5 5

K R Johnson 106 800" - 106,600

C W Giles 141,600 - 141,600

K G Williams 12,500% 8,807 21,307

H G Walker 5,000* . 5,000

Total 265,700 8,807 274,507

The above consulling fees are actual costs to the company.

* Consufting fees pald o nominated company in which the director has a controlfing interest
** Consufting fees paid directly fo Selection (L3G} Management Ply Limited, a company in which the director has an inferest

The value for options has been calcutated using the Black-Scholes modet.




13 REMUNERATION OF AUDITOR 2004 2003
$ §
Auditing the financial report 11,000 11,130

14 RELATED PARTY DISCLOSURES

a} Equity interests in related parties

Equity interests in joint ventures

Details of interests in joint ventures are disclosed in Note 15 to the financial statements
b} Directors’ remuneration

Details of directors’ remuneration are disclosed in Note 12 to the financial statements

c} Transactions with specified directors

{uring the financial year, specified director related entities provided administration, drilling services
and assaying plant to the company on normal commercial terms and conditions totalling $615,355
{2003 $299,573). Details are set out below:

Director Type of Service Amount Terms and Conditions
$
KR Johnson  Administration 138,008  $11,500 per month for the provision of office space,
general administration and accounting services
KR Johnson  Drifling plant hire 414,517  Drilling services are charged at various rates per
metre ($16.50 to $40.00} and various hourly rates
(860 to $340)
KR Johnson  Construction of alluvial test 25,403  Actual cost of materials plus 180 hours of labour at
plant $45.00 per hour
KR Johnson  Administration 25,735  Preparation of annual report, prospectus and other
publications at hiourly rates varying from $75 to $130
KR Johnson  Maintenance for Vulcan 11,700  Yearly charge being 15% of original purchase price
software

d} Director equity holdings

Fully paid ordinary shares issued by Mavilah Resources NL:

Directors Balance at Issued pursuant to the Net other Balance at Balance heid
1 August 2003  rights issue of 7 April 2004 changes 31 July 2004 nominally
Number Number Number Number Number
K R Johnson 2,288,501 238,064 26,005 2,602 570 -
C W Giles 7,039,003 898 585 133,878 8,069,264 -
K G Witliams - - - - -

OCptions issued by Havilah Resources NL:

Directors Balance at 1 Issued Balance at Balance held
August 2003 during the year 31 July 2003 nominally
Number Number Number Number
K R Johnson 3,000,000 - 3,000,000 -
C W Giles 3,000,000 - 3,000,000 -
K G Williams - 503,000 50,000 -

15 JOINT VENTURE OPERATIONS

The company’s interests in unincorporated joint venture operations at 31 July 2004 are as follows:

2004 2003
Sandstone joint venture {EL 2239) 7.8% 7.8%
Benagerie joint venture (EL 2812, L 2864, EL 2878, £L 3151) 70% -

The above joint verdures are only involved in exploration activities.
The amount included in exploration and evaluation expenditure {Note 8) includes $1,163,678 {2003: $3,364)
relating to the above joint venture.
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16 COMMITMENTS FOR EXPENDITURE AND CONTINGENT LIABILITIES

{a} Capital Expenditure Commitments

2004 2003
& &
Plant and equipment Not longer than one year - 25403
Exptoration tenements  Not fonger than one year - 250,000

{b) Exploration Expenditure Commitments

The company has certain obligations to perform exploration work and expend minimum amounts of money
on such works on minerat exploration tenements.

These obligations will vary from time to fime, subject to statutory approval. The terms of current and future
joint ventures, the grant or relinquishment of licenses, and changes to license areas at renewal or expiry, will
aiter the expenditure commitments of the company.

Totat expenditure commitments at balance date in respect of minimum expenditure requirements not
provided for in the financial statements, excluding commitments where a joint venture party has agreed to
meet the company's obligations, are approximately:

2004 2003
$ $
No later than one year 1,300,000 565,000
Later than one year but not later than two vears 1,450,000 1,030,000
Later than two vears but not fater than five years 2,500,000 2,500,000
Total 5,280,000 4,085,000

{c} Management and Service Agreements

The company has entered into consultancy and service agreements with related entities of K R Johnson and
C W Giles. Should the agreements be terminated at an earlier date, a contingency exists for the contracted
amount payable to the end of the term. As at 31 July 2004, the company had a contingency in relation to
these agreements of $128,125 (2003 $433,867).

Details of management and service agreements outstanding as at 31 July 2004 are set out below. The
directors may terminate the agreement by giving one month's notice.

Director Type Details Term

K R Johnson Consultancy  Minimum of 750 hours per Three years from 18 March 2002 with
year at $85,000 per annum an option for the company to extend the
term for a further two years

C W Giles Consultancy  Minimum of 1600 hours per  Three years from 18 March 2002 with
year at $120,000 per annum  an option for the company to extend the
term for a further two years

{d) Native Title

Native title claims exist over some tenements in South Australia in which Havilah Resources NL has
interests. The company is unable to determine the prospects for success or otherwise of the claims and, in
any event, whether or not and to what extent the claims may significantly affect the company or its projects.

17 EARNINGS PER SHARE

2004 2003
cents per share cents per share
Basic eamings per share {0.222) {0.047)
Diluted earnings per share {0.222) {0.047)

Basic and Diluted Earnings per share

The earnings and weighted average number of ordinary shares used in the calculation of basic and diluted

earnings per share are as follows:
2004 2003

] $
Earnings {125 891) {26,0086)




18

Earnings used in the calculation of basic and diluted earnings per share agrees directly to net loss in the
statement of financial performance.

2004 2003
Number Number
Weighted average number of ordinary shares 58,814 530 54,950,020

The number of ordinary shares used in the calculation of diluted eamings per share is the same as the
number used in the calculation of basic earnings per share, as options are not considered dilutive. Details of
the share option plan are set cut in Note 22,

FENANCIAL INSTRUMENTS

{a) Significant Accounting Policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition,
the basis of measurement and the basis on which revenues and expenses are recognised, in respect of
each class of financial asset, financial liability and equity instrument are disclosed in Note 1 to the financiat
statemenis.

{b) Forward Foreign Currency Contracts

As at 31 July 2004 the Company does not have any outstanding forward foreign currency contracts.
{c) Forward Interest Rate Confracts

As at 31 July 2004 the Company does not have any outstanding forward interest rate contracts.

{d) Interest Rate Risk

The following table details the exposure to interest risk at the reporting date. All other financial assets and
liabilities of the Company are non interest bearing.

................................................... FixedinterestRateMaturity
e Average interest | Lessthan tyear | ftoSyears | o Totel t
rate $ $ 3
2004
Financial Assets
Cash at bank 3.25% 126,932 . 126,932
Term deposits 5.00% 4206879 . 4,206,879
............ Toml || asasen | - | asssen
Financial Liabilities
Finance lease liability 7.188% 7.864 19,630 27,603
............ @ | | 7ess | teesmm | zrems
2003
Financial Assets
Cash 3.28% 143,330 - 143,330
Term deposits 4.60% 4,507,582 - 4,507,582
............ Total | | " assoetz | - | assoe1z
Financial Liabifities
Finance lease liability 7.196% 7.414 27,601 35,015
PO ] I sata | s ®Oo15

{e) Credit Risk

The Company holds cash and term deposits with the Nationa! Australia Bank Lid, therefore it is considered
that the Company does not have any significant exposure to credit risk.

{f} Net Fair Value

The carrying amount of financial assets and financial liabifities recorded in the financial statements
represents their respective net fair values, determined in accordance with the accounting policies disclosed
in Note 1 to the financial statements.
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The Company operates in the mineral exploration industry in South Australia.

COMPANY STATUS

Havilah Resources NL is a no liability company incorporated and operating in Austratia.

NOTES TO THE STATEMENT OF CASH FLOWS

{a) Reconciliation of cash
Cash on hand
Cash at bank
Cash on deposit

{b) Reconciliation of operating loss after income tax
to net cash (used in}/provided by operating activities

Net foss

Depreciation and amortisation

Profit on sale of plant and equipment
Increasef{decrease) in payables
{Increase)/decrease in other current assets
Net cash from operating activities

{c) Non cash financing and investing activities

2004 2003
$ ]

3 3

126,932 143,330

4,206 879 4,507,582

4,333,814 4,650,915

(125,891) (26,006)

53,647 45,253

. (7,118)

30 40,542

(15,981) 29,051

(88,195) 81,722

{uring the year the company issued 1,500,000 fully paid ordinary shares at a deemed issue price of
18.5 cents, being the market price of the company's shares at date of issue, for an exploration tenement.

During the year ended 31 July 2003 the company acquired plant and eguipment under finance leases to

the value of $41,603.

The above transactions are not reflected in the statement of cash flows.

SHARE OPTION PLANS

{a) Directors and consultants share option plan

The company has an ownership based remuneration plan for directors and consuitants. In accordance with
the provisions of the ptan, as approved by shareholders, at an annual general meeting, directors may issue
options to purchase shares in the company to directors and consultants at an issue price determined by the
market price of ordinary shares at the time the option is granted. The share options are not listed, casry no

rights to dividends and no voting rights.

in accordance with the terms of the Plan, options may be exercised as follows:

« January 2002 series: at any time from the date of their issue to the date of their expiry.

« October 2003 series: one fifth of the options granted can be exercised in any one year and options not
exercised during a particular year will accumulate and may be exercised in subsequent years.

« November 2003 series: at any time from the date of their issue to the date of expiry.

The difference between the total market value of options issued during a financial year, at the date of issue,
and the total amount received from directors and consultants, is not recegnised in the financial statements.
Consideration received on the exercise of options is recognised in contributed equity. During the financial
year $nil 2003: $nil} was recognised in confributed equity arising from the exercise of options.

T 2004 2008
Number Nuember
Balance at beginning of the year (i} 6,000,000 6,000,000
Granted during the financial year (i) 350,000 -
Exercised during the financial year - -
Lapsed during the financial year - -
Balance at end of the financial year (i) 6,350,000 6,000,000




{i} Balance at the beginning of financial year

2004
."Optioﬂ Serigs Number ~ e Grant Date R - '.'Expiry Date = ."Exercise Price
January 2002 6,000,000 25 January 2002 25 January 2007 $0.28

{it} Granted during the financial year

2004
s _'_'_C}ption S ' S A Grant Z.I I L Expiry. -:_i_E_xercise__:'_" Fair Value
Series Number Date Date Price Received
Cctober 2003 300,000 § Gciober 2003 8 Cctober 2008 $0.25 -
November 2003 50,000 30 November 2003 | 30 November 2008 $0.40 -

{(i#ty Balance at the end of the financial year

2004
“option | ol e Grant el e Expiy | Exercise
Series Number Date Date Price
January 2002 6,000,000 25 January 2002 25 January 2007 $0.25
October 2003 300,000 8 October 2003 8 October 2008 $0.25
November 2003 50,000 30 November 2003 30 November 2008 $0.40
2003
Option Series = ""'.'Number (O] Grant Date Expiry Date S ‘Exercise Price
January 2002 6,000,000 25 January 2002 25 January 2007 $0.25

{b) Other share option plan

At the company’s annual general meeting held on 19 December 2003, shareholders approved the issue to
Lynch Mining Pty Ltd of 1,500,000 options to acqguire fully paid ordinary shares in the company.

The options are not listed, carry no rights to dividends and no voting rights. The opticns may be exercised at
any time from the date of issue to the date of their expiry.

The difference between the market value of options issued at date of issue and the total amount received is
not recognised in the financial statement. Consideration received on the exercise of options is recognised in

contributed equity.

e Ootion Plan S 2004 e e s L2008
hare Dption Plan Nurmber Nurmber
Balance at the beginning of the year - -
Granted during the year (i} 1,500,000 -
Exercised during the vear - -
Lapsed during the year - -
Balance at the end of the financial year (i) 1,500,000 -
{i} Granted during the financial year
2004
"'Option Series ""T:Number e ""T:"'Grarzt Date [ Expiry Date “Exercise Price
October 2003 1,500,000 8 Oclober 2003 8 October 2008 £0.20
{it} Balance at the end of the financial year
2004
" Option Series s ""'.:Number e ""'.:"Grarzt Date ""'.:Expiry Date""“:: “Exercise Price g
October 2003 1,500,000 8 Cclober 2003 8 October 2008 $0.20

R AT W
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LEASES

Finance Leases
{a) Leasing arrangements

Finance leases relate to plant and equipment with a lease term of four years. The company has an option to
purchase the equipment for a nominal amount at the conclusion of the lease.

Minimum Future Lease Present Value of Minimum

Payments Future Lease Payments
2004 2003 2004 2003
$ $ $ $
No later than 1 year 9,690 9,600 7.964 7.414
Later than 1 year and not tater than 5 years 20,899 30,589 19,630 27 601
Later than 5 years - - - -
Minimum lease payments 30,589 40,279 27,603 35,015
L.ess future finance charges 2,986 5,264 - -
Present vaiue of minimum lease payments 27 803 35,018 27,603 35,015
included in the financial statements as:
Current interest bearing liabilities 7.964 7414
Non current interest bearing liabifities 19,630 27 601
Principal outstanding as at 31 July 2004 27,603 35,015

SALE OF ASSETS

Sale of assets in the ordinary course of business has given rise to the following profits and losses:

2004 2003
$ $
Net Profit
Piant and equipment - 7,118
SUBSEQUENT EVENTS

{uring August 2004 the directors successiully made a placement of the shortfall that ocourred as a result of
the rights issue. The placement raised $912, 816 as the result of the issue of 3,380,801 shares at 27 cents
per share.

IMPACT OF ADOPTING AUSTRALIAN EQUIVALENT TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS

The company will be required to prepare financiat statements that comply with Australian equivalents to
interniational Financial Repotting Standards (“A-IFRS") for annual reporting periods beginning on or after

1 January 2005. Accordingly, the company’s first half-year report prepared under A-IFRS will be for the half-
year reperting period ending 31 January 2006, and its first annual financial report prepared under A-IFRS will
be for the year ending 31 July 20086,

The company has recently commenced the process of evaluating the high level impact of A-IFRS on the
entity and conseguently has not yet finallsed how they are going to manage the transition to A-IFRS. The
directors expect to complete the impact study and commence a plan to prepare the company to be A-IFRS
compliant shortly.

While no decision has yet been made as to the policy alternatives fo be applied or the extent to which # will
affect the company, the directors have identified the following as being the key accounting policy differences
expected to arise on fransitioning to A-IFRS. This does not represent an exhaustive list of the differences that
will arise, and further analysis may change the company's assessment of the importance or otherwise of the
various differences.




{a) First-time adoption of A-IFRS8

Oni first-time adoption of A-FRS, the company will be reguired to restate its comparative balance sheet such
that the comparative balances presented comply with the requirements speciiied in the A-IFRS. That is, the
balances that will be presented in the financial report for the half vear ending 31 January 2005 and year
ending 31 July 2005 may not be the balances that will be presented as comparative numbers in the financial
report for the following hailf year, and year end, as a result of the requirement to retrospectively apply the
A-IFRS. In addition, certain assets and Habilities may not qualify for recognition under A-IFRS, and will

need to be derecognised. Required adjustments on first-time adoption are to be made against opening
accumulated losses {1 August 2005).

{b) Capitalised exploration and development expenditure

An A-IFRS on extractive industries has not yet been issued. Consequently, the company is unable to
determine the change in policies and refated impacts, if any, that may arise on adoption of A-IFRS on its
extractive-related operations and balances at reporting date.

{c) Impairment testing

Under A-IFRS ali assets will be subject to impairment testing. The company will be required to test the
values attributed to current and non-current assets where impairment is indicated. Such testing will require
the company to identify the smallest group of assets generating independent cash inflows, called cash
generating units ("CGUs", and determine the recoverable amount for each CGU. Recoverable amounts are
determined using the higher of either value in use calculated using refiable estimates of future discounted
cash flows, or fair values. Where the carrying amount of a CGLU exceeds the recoverable amount, an
impatrment loss exists which will be recognised in the statement of financial performance. The company
has nct yet determined the impact, if any, of any impairment which may be required. # is not practicable to
determine the impact of the change in accounting policy for future financial reports, as any impairment or
reversai thereof will be affected by future conditions.

{d) income tax

The company currently recognises deferred taxes by accounting for the differences between accounting
prefits and taxable income, which give rise to ‘permanent’ and "timing’ differences. Under A-IFRS, deferred
taxes are measured by reference to the ‘temporary differences’ determined as the difference between the
carrying amount and tax base of assets ang liabiliies recognised in the balance sheet. Because A-IFRS has
a wider scope than the company’s current accounting policies, it is likely that the amount of deferred taxes
recognised in the balance sheet will increase.

Adjustments to the recognised amounts of deferred taxes will also result as a consequence of adiusiments to
the carrying amounts of assets and liabilities resuiting from the adoption of other A-IFRS. The likely impact of
these changes on deferred tax balances has not currently been determined.

{e} Financial assets and financial liabilities

Under current Australian GAAP, financial assets and financial iabilities are recognised at cost, at fair value,
or at net market value. On adoption of A-IFRS, the company will be required to classify these financial
instruments into varicus specified categories. The classification of the instrument will affect the instrument's
subsequent measurement — at amortised cost using the effective interest rate method, fair value with
movements recognised through equity or fair value recognised through the profit and loss. The company

is evaluating the different options available, but has not made any determination at reporting date of the
accounting to be adepted, and consequently, the impact of the change on the financial statements cannot yst
be quantified.

{f} Share-based payments

Share-based compensation forms part of the remuneration of directors and consultants of the company.

The company does not recognise an expense for any share-based compensation granted. Under A-IFRS,
the Company will be reguired to recognise an expense for such share-based compensation. Share-based
compensation will be measured at the fair value of the share options determined at grant date. The company
will not retrospectively recognise share-based payments vested before 1 February 2005 as permitted under
A-IFRS first time adoption. Post 1 February 2005, for any share-based compensation granted the company
will recognise an expense and a corresponding increase in share capital.
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The Directors declare that:
{a) The attached financial statements and notes thereto comply with Accounting Standards;

{b} The attached financial statements and notes thereto give a frue and fair view of the financial
position and performance of the Company;

{c} In the Directors’ opinion, the attached financial statements and notes thereto are in accordance
with the Corporations Act 2001; and

{d} inthe Directors’ opinion, there are reasonable grounds to believe that the Company will be able to
pay s debts as and when they become due and payable.

Signed in accordance with a resolution of the Directors made pursuant to Section 285{5) of the
Corporations Act 2001.

Oni behalf of the Directors

K R Johnson
Director

Adelaide, South Australia

21 October 2004
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INDEPENDENT AUDIT REPORT TO THE MEMBERS OF - Geloltie.com. a4

HAVH.AH RESOURCES NL

Scape

The financial report and divectors responsihility

‘The financial report comprises the statement of financial position, statement of financial performance, statement of cash Hows,
accompanying nodes to the financial statements, and the directors’ declaration for Havilah Resources N1, for the financial year ended
31 Juby 2004 as set out on pages (8o 33

The directors of the company are responsible for the preparation and true and fair presentation of the financial report in accordance with
the Corporations Act 2001, This includes responsibility for the maintenance of adeguate accounting records and internal controbs that are
designed to prevent and deteet fraud and error, and for the accounting policies and accounting cstimates inherent in the financial report.

Andit approach

We have conducted an independent audit of the financial report in order to express an opinion on it o the members of the company. Ouwr
awdit has been conducted in accordance with Austratian Auditing Standards 1o provide reasonable assurance whether the financial report

is free of material misstatement. The nature of an audit is influenced by factors such as the use of professional judgment, selective testing,
the inherent limitations of infernal controls, and the availability of persuasive rather than conclusive evidence. Therefore, an andit cannot
guarantee that afl material misstatements have been detected.

We performed procedures fo form an opinion whether, in all material respects, the financiad report is presented fairly in accordance with the
Corporations Act 2001 and Accounting Standards and ather mandatory professional reporting requirements in Australia 90 as to present a
view which is consistent with our understanding of the company’s financial position, and performance as represented by the results of i#s

operations and its cash flows.

Our procedures included examination, on a test basis, of evidence supporting the amounts and other disclosures in the financial report, and
the evaluation of accounting policies and signiftcant accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting when determining the nature and extent
of owr procedures, our audit was not designed to provide assurance on internal controls.

‘The audit opinion expressed in this report bas been formed on the above basis.
Independence

in conducting our audit, we followed applicable independence requirements of Australian professional ethical pronouncements and the
Corporations Act 2001,

Audit Opinion
1 owr opindon, the financial report of Havilah Resources NI is in accordance with:
{a} the Corporations Act 2001, including:

{iy giving a true and fair view of the company’s financial position as af 31 Juby 2004 and of its performance for the vear ended
on that date; and

{ii} complving with Accounting Standards in Austratia and the Corporations Regulations 2001, and

{b} other mandatory professional reporting requircments in Austrafia.

DELOITTE TOUCHE TOHMATSU T GG Biges
Partner
Chartered Accountants
Brishane, 21 October 2004
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The Hability of Deloitte Touche Tohmatse, is Haited by, and to the exlent of,
the Accoumtants” Scheme under the Protessionst Standards Act P99 (NEW




