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AUDITOR REVIEW

November 10, 2004

To the Shareholders of X-Cal Resources Ltd.

The Company’s independent auditor has not performed a review of these interim
financial statements for the period ended September 30, 2004, in accordance
with standards established by the Canadian Institute of Chartered Accountants
for a review of interim financial statements by an entity’s auditor.

[

X-Cal Resources Lid. :
“John M. Arnold”

John M. Arnold
Chief Financial Officer
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X-Cal Resources Ltd.
Consolidated Balance Sheets
(unaudited — prepared by management)

September 30, 2004

March 31, 2004

(unaudited) ~ (audited)
Assets
Current
Cash and term deposits 6,003,696 10,065,889
Receivables and prepayments 342,852 387,484
6,346,548 10,463,373
Funds held in trust (Note 3) 1,642,138 1,697,293
Mineral property interests (Note 3) 17,065,136 13,233,332
Capital Assets (Note 4) 172,884 187,780
| 25,226,706 25,581,778
Liabilities
Current
Payables and accruals 518,431 368,768
Current portion of term debt 4,404 5,827 .
522,835 374,595
Term Debt 10,690 12,174
Reclamation and environmental obligations 1,951,413 2,016,165
{Note 3)
2,484,938 2,402,934
Shareholders’ Equity
Capital Stock, net of issuance costs (Note 5) 33,642,662 33,527,643
Contributed Surplus 1,068,949 1,079,194
Deficit (11,968,843) (11,427,993)
22,741,768 23,178,844
25,226,706 25,581,778

(See accompanying notes to the consolidated financial statements)

On behalf of the board:

"Shawn Kennedy”
Director

"John Arnold”

Director



X-Cal Resources Ltd.

Consolidated Statements of Loss and Deficit
(unaudited — prepared by management)

Three Months Ended

Six Months Ended

September 30 September 30
2004 2003 2004 2003

General and
administrative expenses
Automobile | $ 1,318 $ ... 862 $ 2,509 $ 3,438
Consulting 15,028 - 24,057 18,028 35,484
Depreciation 13,557 5,333 26,561 10,601
Investor relations 39,805 18,587 75,682 81,025
Shareholder 993 9,368 14,967 21,703
communications
Legal, accounting and audit 77,009 27,152 96,752 65,049
Office and other o 78,571 - 7,757 128,191 21,329
Registrar and transfer agent 3,682 3,648 8,774 8,603
Rent 15,289 11,495 30,797 23,802
Salaries and directors’ iees 86,392 . 19,250 173,292 59,725
Stock exchange fee . 13,535 7,271 16,865 10,626
Telephone 12,414 6,879 19,192 12,430
Travel 20,072 23,156 61,668 34,051

377,665 165,215 673,278 387,866
Other ) i . ‘ :
Foreign exchange gain 161,736 {14,407) (39,806) 111,052
{loss)
Interest income (47,523) ~ (5,666) .- (92,622) {13,206)

114,213 (20,073) (132,428) 97,846
Net loss for the period 491,878 145,142 540,850 485712
Deficit, beginning of 11,476,965 10,035,906 11,427,993 9,695,336
period
Deficit, end of period $11,968,843  $10,181.048 $11,968,843  $10,181,048
Net loss per share, basic o - '
and diluted $ 0.006 $ 0.002 $ 0.007 $ 0.008
Weighted average common
shares 76,110,255 65,143,160 75,869,682 64,602,115

Outstanding

(See accompanying notes to the consolidated financial statements)




X-Cal Resources Ltd.
Consolidated Statements of Cash Flow
(unaudited — prepared by management)

Three Months Ended

Six Months Ended

September 30 September 30
2004 2003 2004 2003
Cash derived from (applied to)
Operating
Netloss - : (491,878) (145,142) (540,850) (485,712)
Stock-based compensation 10,245 - 10,245 82,504
(Note 5(e)) ; ' B
Depreciation _ 13,557 +5:333 26,561 10,601
Changes in receivable and {644,225) {67,035) (93,608) {48,697)
payables ;
(1,112,302)  _ (206844) _ (597,652) __ (442,304)
Financing
Repayment of term debt (43) A e (1,484) -
Shares issued for cash - 345,250 326,500 352,750
(43) 345,250 325,016 352,750
lnvesting : |
In trust deposits 87,208 - 53,912 -
Mineral property interest (1,999,094) (667,098) (3,831,804) (1,221,956)
Acquisition of capital assets (3,104) (2,175) (11,665) (8,717)
(1,914,990) (669,273) (3,789,557) (1,230,673)
Net increase (decrease) in cash (3,027,335) (530,867) (4,062,193) (1,320,227)
Cash and term deposits _
Beginning of period (3,027,335) - {530,867) (4,062,193) (1,320,227)
End of period $6,003,696 $1,444,193

$6,003,696 _$1,444,193

(See accompanying notes to consolidated financial statements)




X-Cal Resources Ltd.

Notes to the Consolidated Financial Statements
September 30, 2004
(unaudited)

1. Operations

The company is engaged in the exploration of its mineral propenty interests and has not
determined whether its properties contain reserves that are economically recoverable. The
business of exploring for resources involves a high degree of risk. Few properties that are
explored ultimately are developed into producing mines. Major expenses may be required to
establish cre reserves, to develop metallurgical processes, and te construct mining an
processing facilities at a particular srte There is no assurance that the company wrh be
successful in |ts search - S

Although the company has taken steps to verify title to its mineral property interests in
accordance with industry standards, these procedures do not guarantee the company’s title.

. Property titie may be subject to unregistered prior:agreements and-non-compliance: with
regulatory requrrements

The recovery of the amount recorded for mineral property mterests is dependent upon the
ability of the company to obtain the financing necessary to complete exploration and
development of the properties, future mineral prices, and upon future profitable production.

2, Significant Accounting Policies

These interim consolidated financial statements have been prepared in accordance with
generally accepted accounting principles. (“GAAP”) in-Canada: The accounting policies
. followed in preparing these financial statements are those used by the company as set out in
the audited financial statements for the year ended March 31, 2004. Certain information and

note disclosure normally included in annual audited consolidated financial statements
- prepared in accordance with GAAP has been omitted. . These interim consolidated financial
. statements should be read in conjunction with the. Company's audited consolidated financial
-statements and notes thereto for the year °nded March 31, 2004

in the opinion of management, all adjustments consrdered necessary for fair presentatlon
have been included in these consolldated financial statements. .

Certain comparatlve flgures have been reclassrfled to conform to the current year's
presentation. R . .



X-Cal Resources Ltd.

Notes to the Consolidated Financial Statements
September 30, 2004
{unaudited)

3. Mineral Propenrty interests

September 30, March 31
2004 2004
Battle Mountam Treaa Nnvada USA
Sleeper Gold Proiect : C
Acquisition and expioration (Scheduie) T $ 20,140,904 § 17,907,908
Prepaid reclamation and legaliability insurance = o 1,284,854 1,375,593
Funds held by insurer for payment of potential liabilities 1,956,322 2,053,771
Deferred environmental cost 2,016,165 2,016,165
: ; P A 25,398,285 23,353,437
Less recovery through joint venturereas.h contribu'rion- - 10,259,200 10,259,200
Net investment in Sleeper Gold Project 15,139,085 13,094,237
Pipeline area - Mill claims: (Echedule) " C . : 1’,926,051 139,095

$ 17,065,136 $ 13,233,332

Sleeper Gold Prolect

From December 1993 to DecemLer 2003, the Compdn y acqurred rights to explore. and develop
the Sleeper Gold- Project properties. In addition, the Company had an optlon o purchase the
interests of a Jornt venturer that had a 50% int eresl in the propemes .

In January 2004 pursuant to an agreement made in December 2003 the Company purchased
the interest of the former joint venturer Kinross Gold Corporation and formed a new joint venture
with New Sleeper Gold Corporation to finance exploration of the property. Certain details related
to the terms of the new joint venture are set out below

+ New Sleeper Gold Corporatrow contnbuted US $20 000,000 in cash to the ioint venture.

» The Company contributed its rnterest in the Sleeper Gold Project properties to the joint
venture.

e The US $20,000,000 cash contnbutlon by New Sieeper Gold Corporation was applied

i) US $4 million to exercise the option to purchase Kinross Gold Corporation’s
interest in the properties;

ii) US $5.3 million to fund a reclamation and pollution legal liability insurance
policy and a reclamation reserve; and

i) The balance of US $10.7 million available for exploration purposes and
general operating purposes.



X-Cal Resources Ltd.

Notes to the Consolidated Financial Statements

September 30, 2004
{(unaudited)

e If additional funds are required for exploration and general operating purposes, the
Company and New Sleeper Gold Corporation have agreed tc make additional equal
capital contributions. Should either party not meet its capital contributions commitment,

the interest of that party will be subject to dilution.

(a) These consolidated financial statements include the Cémpany's share expressed in

Canadian dollars, of the net assets and income and expenses of New Sleeper Gold LLC joint
venture as at and for the period from inception to September 30, 2004 as shown below in US

dollars:

Assets

Cash balances
General funds
Funds held in trust (b)

Receivables and prepayments

Mineral property interests
Exploration costs . ‘ o
Prepaid reclamation and legal liability insurance
Funds held by insurer for payment of potential liabilities (c)
Deterred environmental costs (d)

Property equipment

Liabilities and equity
‘ Payables and accruals
Environmental obligation (d)
" Retained earnings

Net assets
Operations
~ “Interest income
Administration expenses
Foreign exchange gain (loss)

Net earnings related to the joint venture

Retained earnings, beginning of period
Net earnings

Retained earnings, end of period

“U.S. FUNDS

3,693,800
2,603,262
276,900

3,391,138
2,036,927
3,101,335
2,016,165

105,835

17,225,362

680,725
3,093,553
318,542

4,092,820

13,132,542

70,241
(388,783)
124,733

193,809

156,310
193,809

350,119

(b) The funds remaining in the trust will be released to the joint venture for general operating
purposes when all of the Kinross Gold Corporation permits have been transferred to the joint

venture and when the applicable US environmental agencies release Kinross from its

reclamation and pollution liability bond.




X-Cal Resources Ltd.

Notes to the Consolidated Financial Statements

September 30, 2004
(unaudited)

{c) The funds held by the insurer earn interest at the one year treasury bill rate and will be used

to pay reclamation costs and’ other indemnity claims that may be paid by the joint venture.

(d) The joint venture has recognlzed the fair value of the estimated liability for future closure and
reclamation costs W|th a correspondmg increase to the carrymg value of the property.

The Sleeper Jomt Venture haa a 2004 exploration budget of US$6,000,000. During the Quarter
ended September 30, 2004 the expenditure rate was approximately US$500,000 per month by
the Joint Venture. The Joint Venture operates with its own capital, separate from X-Cal's treasury.

Mill Creek Gold Property

The Mill claims were acquired by staking in 1992. X-Cal owns 100% interest in this 640 acre
group of lode mineral claims. In April 2004, the company received ali necessary approvals to
commence a drill program on the property and has completed a Phase | US$1,500,000
(approximately) exploration program. The initial results, which are pending at the time of this
..report will be reviewed to determine budgetmg and p|ann|ng for Phase Il.

- 4. Capital Assets

September 30, March 31,

2004 2004

Accumulated Net Net

Depreciation Book Value Book Value

Vehicles $ 178,683 76,426 $ 102,257 §$ 114,417

Office equipment 148,148 81,185 66,963 68,617
‘Leasehold

improvements 21,848 18,184 3,664 4,746

$ 348,679 175,795 $ 172,884 §$ 187,780

5. Capital Stock .
a) Authorized:

200,000,000 without par value




X-Cal Resources Ltd.

Notes to the Consolidated Financial Statements
September 30, 2004
(unaudited)

6. Capital Stock (cont’d)

b) Issued: '
Shares Value
Balan;:el, March 31, 2003 T 164,412,916 $ 27,600,003
For cash - private placements(net of |ssue costs) 6,500,000 4,413,200
Exercise of stock options . 1,792,500 643,614
Exercise of warrants : 2,329,839 574,460
_ Stock options expired - 73,641
Balance, March 31, 2004 75,035,255 § 33,304,918
Exercise of stock options 50,000 29,244
Exercise of warrants 1,025,000 307,500
Balance, September 30, 2004 B 76110255 $ 33,641,662

¢) Stock Options

The company has a stock option plan:under which directors, officers and other key employees
and consultants to the corporation and its subsidiaries may be granted options to purchase
shares. The number of common shares subject to options granted under the Pian is 5% of the
issued capital at the date of the grant with respect to any one optionee. During the fiscal year
ended March 31, 2004, the total number of common shares subject to options granted under
the Plan was increased from 5,000,000 to 6,5000,000 common shares in aggregate. Options
issued under the Plan may be exercised during a period determined by the board of directors,
which cannot exceed five years. -

A summary of the status of the 'compéhy’s' stock option plan as of September 30, 2004 and
2003 and changes during the six-month periods ending on those dates is presented below.

2004 2003

Weighted Weighted

: Average Average

Shares  Exercise Price Shares Exercise Price
QOutstanding, beginning 4,315,000 $0.68 3,687,500 $0.29
Granted - - 300,000 $0.53
Exercised (50,000) $0.38 (57,500) $0.30

(125,000) $0.30
Outstanding, ending ' 4,265,000 - $0.68 3,805,000 $0.43
SE NIRRT E S IR o S Y B encssseese—

Expired




X-Cal Resources Ltd.

Notes to the Consolidated Financial Statements

September 30, 2004
(unaudited)

¢) Stock Options (cont’d)

As at September 30, 2004, the Company had outstanding stock options, enabling the holders
to acquire further shares as follows:

Number of Shares Exercise Price

Expiry Date

25,000 $0.47 December 06, 2004
.~ 1,450,060 $0.47 December 08, 2006
50,000 $0.50 April 30, 2005
.7 100,000 $0.70 March 24, 2005
40,000 $0.70 April 10, 2005
100,000 $0.75 February 5, 2005
750,000 $0.80 March 11, 2007
1,750,000 $0.81 December 08, 2005

d) Warrants 3

For the six months ended September 30, 2004 and 2003.

2004

2003

Weighted Weighted

Average Average

Shares - - - Exercise Price Shares Exercise Price
Cutstanding, beginning 6,744,667 - .- ..$070 . 6,224,507 $0.44
Granted e . . -
Exercised . .{(1,025,000}. - $0.30 (1,465,000) . $0.23-
Expired ., (750,000} -- - .- -$0.60 -, . - -
Quistanding, ending 4,969,667 . $ 0.73 4,758,507 $0.50

As at September 30, 2004 the company had ‘thfe‘following‘warrants outstanding:

Number of Shares " Exercise Price | Expiry Date

130,306 0.65 December 16, 2004
955,532 0.75 February 10, 2005
350,180 0.75 February 21, 2005
283,649 0.75 March 01, 2005
3,250,000 10,72 December 15, 2005

e) Stock-based Compensation

Stock-based compensation awards granted to employees, directors and non-employees are
recorded as an expense, capitalized in mineral, properties, or charged to capital stock,
depending upon the nature of the award, based on the fair. value estimated using the Black-
Scholes Pricing Model.



X-Cal Resources Ltd.

Notes to the Consolidated Financial Statements
September 30, 2004

(unaudited)

e) Stock-based Compensation (cont’'d)

For the six months ended September 30, 2004, there were no stock options granted. The fair-
value of stock-options granted in the six months ended September 30, 2003 was $82,504
using the Black-Scholes Option. Pricing Model with the following welghted average
assumptions: . .

Risk — free interest rate 3.69%

Expected dividend yield Nil
Expected stock price volatility 103%
Expected optlon life in years .. - 2.0

Option pncmg models reqwre the mput of hlghly subjective assumptions including the
expected price volatility. Changes in the subjective input assumptions can materially affect
the fair value estimate, and therefore the existing models do not necessarily provide a reliabie
single measure of the faxr value of the Companys stock options granted/vested during the
period.

7. Related Party Tfaﬁ'ﬁsa‘cﬁoné .

During the six months ended September 30, 2004 the Company incurred lega!l fees of $6,667
(September 30, 2003 - $3,000) to a law firm with which a director of the company is
associated. The compary also paid $6,000 (September 30, 2003 - $Nil).in consuiting fees to
a director of the company.
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MANAGEMENT DISCUSSION AND ANALYSIS
{for the six months ended September 30, 2004)

This interim Management Discussion and Analysis (“MD & A”) reviews the operating results and
financial position of X-Cal Resources Ltd. (“X-Cal” or the “Company”) and compares the financial
results for the second quarter ending September 30, 2004 with those of the corresponding
quarter of 2003. lt is also an update to the Company's annual MD&A for the year ended March
31, 2004 and interim MD&A for the period ending June 30, 2004, and should be read in
conjunction with the audited and unaudited financial statements and accompanying notes for all
relevant periods, copies of which are filed on the SEDAR website. The Company prepares its
financial statements in accordance with generally accépted accounting principles in Canada
(“Canadian GAAP"). These interim financia! statements have been prepared following the same
accounting policies and methods of computation as the Consolidated Financial Statements for the
year ended March 31, 2004. All dollar figures included! therein and in the following discussion
and analysis are quoted in Canadian dollars.

The information in this interim MD & A contains forwvard-looking statements. These statements
are subject to certain risks and uncertainties .that could cause actual results to differ materially
from those included in the forward-looking statements The forward-looking statements are made
as of November 01, 2004. : =

Additional information relating to the Compat'\riy, "'i-nélu"ding the Company’s Annual information
Form (AIF), is available on Sedar at www.sedar.com.

All references to “2004” refer to the six months ended September 30, 2004 and all references to
“2003" refer to the six months ended September 30, 2003.

General

The Company is an active resource exploration company focused the identification and
delineation of gold and silver mineral resources-on -its, Sleeper and Mill Creek properties in
Nevada. X-Cal has controlied these properties since 1993 and 1992, respectively. The Company
depends on private placements and joint ventures to fund its corporate activities. These proceeds
are used for investigation and appraisal of targéted mineral zones on its concessions, the
administration and maintenance of the company's operations, and compliance with all regulatory
requirements.

Predictions about the direction of the gjoldE price either upwards or downwards are just that:
predictions. However, the opinion of management is that the industry must replace its reserves.
Nevada is one area where the investment'in infrastructure has already been made. Nevada is a
prime location for reserve replacement where low cash cost ounces have historically been found.
Higher gold prices, if they occur, would be a bonus. Nevada, in terms of geology and resources,
political risk, and cost-efficiency, is a practical area in which to focus exploration activity.
Therefore the Company concentrates thé majerity of iis time, effort, and resources on mineral
exploration opportunities in this gold producmg state

The Company’s mandate is to develop our: go|d properttes X-Cal's management, directors and
consultants are applying their combined eXpe«te'tce and expertise to exploration of the
Company's Nevada Gold Properties.

Sleeper Gold - Joint Venture

The Sleeper Gold Project is a 30 square mile gold district located in Humboldt County, Nevada.
A 50% interest in the Sleeper project has been acquired by New Sleeper Gold Corporation, a

Management Discussion and Analysis MD&A Page I
(for the period ended September 30, 2004)




publicly traded reporting issuer (NWS.V) in return for providing initial funding to the Sleeper Joint
Venture (50% X-Cal/50% New Sleeper). The joint venture to explore the Sleeper Gold Project
was capitalized with US$20,000,000 and a US$6,000,000 work program for the 2004 caiendar
year has been initiated which is being managed by New Sleeper. The joint venture company
treasury is independent of both Companies. The Sleeper Joint Venture is operated by a
committee composed of members from each Company. A National Instrument 43-101-compliant
technical report has been submitted by each party. The technical reports can be viewed on the
Companies’ web sites and are also available on Sedar at www. sedar com

The Sleeper Joint Venture provided its first progress report in a press release dated June 1, 2004
which highlighted progress at the West Wood Area where drill results confirmed breccia hosted
gold mineralization as previously reported by X-Cal. The detailed contents of the June 1* release
are available at the Company's website www.x-¢al.com. -On 'June 30, 2004 the Joint Venture
reported encouraging drill hole results from core holes WW14 and WW18 into the West Wood
area.

Core drilt hole #WW-14 intercepted 179; 3 ﬁ averaglng 0.35 oz pér ton gold (12.1 grams per ton
Au) with 6.9 oz per ton avg. silver (239.4° grams per ton Ag) for the entire 179.3 fi. interval. Core
hole #WW-18 (located 100 ft. rorth of #WW_14) intercepted 89.7 ft. averaging 0.30 oz per ton
gold (10.6 grams per ton Au) with silver averaging 3:11 oz per ton Ag (106.6 grams-per ton Ag)
for the 89.7 ft. length of the intercept. #WW-14 and #WW-18 were both -60° core holes, parallel
to each other and separated by 100 ft., in the West Wood area at Sleeper. The detailed charts in
the June 30, 2004 release show consrstency of the values in #WW-14 and #WW-18. The true -
width of these drill intercepts is uncertain at thls tlme as more follow -up drilling will be requured to
establish this. :

A plan view map is available in the Current News Section of X-Cal’s website at www.x-cal.com. A
technical report, prepared in accordance with National Instrument '43-101 and which provides
detailed background material, is aiso available on the Compariy’s* website and at www.sedar.com.

At the time of this report, the Company is awaiting ‘an updating report on the results from its
current program. These results will be disclosed when they are made available from the Joint
Venture. This information will then be made available on X-Cai's website and also at
www.sedar.com. The Sleeper Joint' Venture is managed by New Sleeper Gold Corporation.
Press releases by the Joint-Venture must be approved by both X-Cal and New Sleeper under the
terms of the Joint Venture Agreement. X-Cal has received a number of calls from our
shareholders requesting a more dense flow of general information from the Sleeper Gold Project
in addition to drill data and other types of news. The comments from our shareholders have been
passed on to the project manager along wrth a request from X:Cal for the Joint Venture to
develop and implement a policy for origoing disclosure.  The current view of the Sleeper Gold
Project which is held by the management of X-Cal Resources ‘is ‘expressed in the recently
published 2004 X-Cal Annual Report and related Nl 43 101reports WhICh are available on Sedar
and the company website: www.x- cal com.

The Joint Venture has made good strides and created a foundation for ongoing work at Sleeper.
New Sleeper Gold Corporation have brought an additional level of organization to the Project,
which is necessary for the increased expenditure rate associated with aggressive exploration.
The Sleeper Joint-Venture is debt free and has sufficient funds to continue exploration throughout
2005 at the current rate of expenditure.

Mill Creek Property
The Miil Creek Gold Property is owned 100% by X-Cal. The property, located in Lander County,

Nevada, is an early stage (grass roots) gold project. ‘The Mill Creek property is located in an area
where commercial gold deposits, such as Placer Dome’s Cortez and Pipeline projects are known
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to occur. The gold area is also known as the “Cortez Area" within the Battle Mountain-Cortez-
Eureka Trend. A US$1,000,000 exploration work program that included drilling, mapping,
sampling and gecphysics is being completed on the Mill Creek property during the period. The
program costs were anticipated to be US $1,000,000, the initial Phase 1 program had cost
overruns of approximately US $500,000. This was largely due to drilling costs at Mill Creek being
significantly higher than anticipated. Three out of five reverse circulation drill holes that were
attempted at Mill Creek did not reach their targeted depths, and as a result this less costly form of
drilling was set aside. Subsequent research based on drilling by a neighbour in the area has
indicated that X-Cal may be able to use this form of drilling in the future it we run continuously
until the holes are completed. :

Out of a total (including the abandoned. RC holes) of 11 drill holes, 6 diamond drill holes were
drilled with core rigs. The completion rate was much hngher with the coring, but at significantly
greater cost than anticipated. X-Cal is negotiating for"a percentage reduction from the drili
contractor. The outcome of this discussion is not known at this time.

The Mill Creek data is being compiled and interpreted at this time. A major gold company is
participating in this process with X-Cal though a data-sharing agreement. The agreement does
not confer any special rights to the major companv but does provide a mutual benefit to our
developing uraderstandmg of the Mill Creek (Goat. erqe Wmdow) area and allows us to compare

notes and share opinions about what should-be done next with the property ‘

X-Cal has commissioned R'chard Redfern M Sc who is a qualified person as defined by NI-43-
101, to produce a new technical report of the. Mill CreeK Gold Property which will be filed to Sedar
and posted to the company website: www.x-cal.con. Mr Redfern has also reviewed the geologic
information contained in this report.

in general terms, the geophysrcal and geologrc settrng of this property is attractive and exhibits

numerous geologic features in common with the “Cortez Hills" type of environment. Our drilingto -

date has consistently detected gold and silver, mineralized skarns, and located a number of
structures which contain elevated goId and silver values.

The Geologrc Information System whrch rs berng assembled and mterpreted should assist with”
determining the most likely areas-for. ongoing work. The data indicates that further work is
justified. Management will await .the . Geologlc !nformatron System Phase | compilation to
determine its next course of action.- .

On July 15, 2004, X-Cal pubhshed the results of geophysrcal work which indicated the similarity of
the setting at Mill Creek to the other. parts of the Cortez Area where known economic gold
deposits occur. The press release, mcludmg ?he geophysrcal images, can be seen at www.x-
cal.com and on Sedar at www. sedar com.

A technical report on the Mill Creek Gold' Property, prepared by Richard R. Redfern, M.Sc.,
C.P.G,, in accordance with National Instrument 43-101, was filed by the Company on April 2,
2004. (The full report is available on the Company's website and at www.sedar.com, or can be
obtained from the Company’s Vancouver office (manhng address is PO Box 48479 Bentall Centre,
Vancouver, BC V7X 1A0; email address is invrel@x-cal.com)). An updated report will be filed
and posted to the Company's website at the earl»eet o_pportumty

Snowbird Property

The policy of concentrating on the Sleeper and Mill Creek Gold properties in Nevada contributed
to the decision to dispose of the dormant Snowbird Property located in British Columbia, Canada.
The Snowbird property was sold to a private. company (Omineca Gold Ltd.) by X-Cal for
$1,600,000 following an independent appraisal and shareholder approval.
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Funding the Company’s exploration work programs is dependent on certain factors, not all of.
which are under the Company’s control. The general liquidity of the markets, which are in turn
dependent on the price of gold and other commodities, is a major factor affecting the Company's .
on-going objectives. The profitability of the Sleeper and Mill Creek Gold Projects and other gold
mining projects is dependent upon the market price of gold, silver and other concentrates
produced and changes in currency.exchange rates and the Canadian and United States dollars.
The prices of precious and hase metals.and currency exchange rates have fluctuated significantly
and are affected by numerous factors.beyond the Company’s control, including but not limited to,
international economic and political conditions, global and regional consumption patterns,
speculative trading activities, levels of supply and demand, availability and costs of metal
substitutes, metal stock levels maintained by producers and others, inventory carrying costs and"
inflation and interest rates. These tfactors affect the price of precious and base metals, and
therefore the economic vaablhty of the. Compary $,mining interests, and they cannot accurately be
predicted.

Results of Operatmns

The following is a summary of unahdlted quarterly fmancxal information for the two years ended
September 30, 2004. Figures reported in thousands of dollars, except per share data.

R } . Three months ended o . ]
- Sep:30, - Jun 30, - Mar3i, De031, Sep30 - Jun 39, Mar 31, Dec 31,

2004 - 2004 - 2004 2004 _ 2003 . 2003 2003.. 2003
Interest - - . $48 - $ 45 $. 50 .% 5 5 6. § 7 $ 18 . § 1
income S S . o '
Net loss $ 492 $ 49  $692 $.555 $ 145 . § 341 $382 ¢ 272
Lossper ~ $0.006 $0.001 . "$0.01 . $0.01  $0.002 $0.005 $ 0.01  $0.004
share” ’ : o s ‘

*Basic and diluted

Included in these unaudited consolidated financial statements for 2004 are the Company’s 50%
share of the net assets and income and expenses of New Sleeper Gold LLC (“NSG LLC") joint
venture as at and for the period from inception to September 30, 2004. Please refer to Note 3(a)
of the *Notes to the Consolidated Financial Statéments” for September 30, 2004 for a detailed -
listing of NSG LLC’s net assets, mcome and- expenses mcorporated into X-Cal's unaudited
consolidated financial statements. '

During the three months ended September 30 2004, X-Cal recorded a net loss of $491 878 or
$0.006 per common share compared to a net loss of $145,142 or $0.002 per common share for
the comparable three-month period of 2003.

Interest income earned in the period ended September 30, 2004 from cash and short-term
monetary investments was $47,523 (2003 — $5, 666) of which $25,704 is attributable to X-Cal's
50% share of the NSG LLC joint venture.. The remaining $21,819 was generated from X-Cal's
cash on hand. This increase was due to hlgher cash balances on hand throughout the quarter in
2004 compared to 2003. ’
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General and administrative expenses for the three months ended September 30, 2004 were
$377,665 (2003 — $165,215). Included in the 2004 amount is $111,286 of NSG LLC expenses.
The overall increase in these costs include significant accounting and legal costs associated with
analysis of the Sleeper Joint Venture agreements, some administrative ‘costs directly related to
the Sleeper Joint Venture and also reflect an overall increase in business activity for the period.
In 2004, the Company incurred $3,000 (2003 - $nil) in consulting fees to a director of the
Company. " investor relations costs for the current quarter were $39 805 (2003 - $18,987) of
which $20,592 was X-Cal's 50% share of the NSG LLC joint venture.” In 2004, accounting and
legal costs of $77, 009 (2003 — $27,152) were incurred and saw an increase due to additional
costs associated with the Joint Venture. Included in “the 2004 amount are $4,195 of NSG LLC
expenses. Office expenses in 2004 were $78,571 (2003 - $7,757) of which $6,495 relates to
NSG LLC joint venture. Salaries and directors’ fees in“2004 were $86,392 (2003 $19,250) of
which $29,082 is attributable X-Cal's share of the NSG'LiC joint venture.

For the three months ended September 30, 2004, X-Cal recorded an unrealized foreign exchange
gain of $161,736 compared to a loss of $14,407 in 2003. The Company generated a gain in 2004
compared to a loss in 2003 due to the strengthened: position of the CDN dollar against the U.S.
dollar during the quarter, whereas in the comparable 2003 quarter the reverse had occurred.

Liquidity and Capital Resources

As at September 30, 2004, the Company had a working capital balance of $5,823,713. Of this
amournit $1,841,839 is attributable to the NSG LLC joint'venture, leaving a working capital balance
of $3,981,874 to fund X-Cal's independent exploration activities and-general operating expenses.
X-Cal expected to expend approximately US$1,000,000 on a Phase 1 drill program at Mill Creek
and by the end of September 2004 had expended approximately US $1,500,000. Additional
drilling, if warranted from the results of Phase 1 drilling, will result in additional expenditures of
US$500,000 — US$1,000,000. The Company has sufﬂment monies at hand to fund the Mill Creek
drill program and its general operating expenses.

As at September 30, 2004, X-Cal had cash and short-term investments of $6,003,696 of which
$2,330,049 is X-Cal's 50% share of the NSG LLC joint venture. At September 30, 2004, the
Company held $3,465,165 in guaranteed investment certificates and term deposits with the Bank
of Montreal. .

For the three months ended September 30, 2004, contractual property acquisition and holding
costs were $Nil and also $Nil in 2003. In January 2004, NSG LLC joint venture was formed and
future advance royalty payments due under the Sleepor Gceld project are to be paid by the joint
venture. PR

Deferred exploration and annual property costs_ funded only by X-Cal in 2004 were $1,786,956
(2003 — $1,194,109). The entire amount, $1,786,956 (2003 — $10,483) was incurred on the Mill
Creek property and $Nil (2003 - $29,095) on the Snowbird Group property. In March of 2004, the
Snowbird Group mineral interests were sold to Omineca Gold Ltd. The NSG LLC joint venture is
now funding exploration expenditures on the Sleeper Gold property and X-Cal's 50% share of the
expenditures were $2,232,996 for 2004. ‘

The significant increase in exploration expenditures during this reporting period was related to an
expanded program of drilling, assays, consulting and contract geologists utilized in the completion
of Phase 1 exploration on the Mill Creek property The costs of core drilling at Mill Creek were
more than 25% over the highest pre-program estimate for core work. The cost overruns were in
fact due to ground conditions at Mill Creek. X-Cal is-also requesting an adjustment in the overall
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drilling invoice from the contractor. It is unknown whether an adjustment in the Company's favor
will be forthcoming. o

The following table summarizes selected financial data from the Company's audited consoiidated -
financial statements for the three years ended March 31, 2004.

2004 2003 2002
Total revenues $ 68,038  §$ 19,158~ " §° 965
Net loss for the year - $ 1,732,857 $ 969,467 - $ 429,035
Losspershare . .'$ . 03§ .02 $ 01
Cash and cash equivalents:  § . 10,065,889 _ '$ 2764420 § 20,561
Total assets - $ »2‘5,581‘,778‘ -$ 18,576,353 $ 14,870,674
Total long-term liabilities . ; $ 2028339 . §$ 18,001  $ Nil
Total shareholders’ equity $ 23,178,844 $ 18,301,391 $ 14,660,558
"Cas_h‘diiviqends’per share  § CNITOC$ o N g Nil

Related Party Transactions

For the six months ended September 30; 2004, the Company paid legal fees of $6,667 (2003 ~
$Nil) to a law firm in wh:ch William E. Bateman who is a director of the Company, is a partner.
The Company also paid $6,000 (2003 -~ $Nil) in consulting fees to John M. Arnold who is a
director of the Company.

Critical Accounting Estimates and Signiﬁcant Accounting Policies

X-Cal has adopted the policy of deferring acquisition and exploratlon costs ralating to its mineral
property interests. The Company reviews the status of its rineraf property interests on a regular
basis. Expenditures relating to properties, which' havé been abandoned or are considered
uneconomic in the foreseeable future -are written off. Had the Company adopted a policy of
expensing all exploration costs in the period they were incurred, X-Cal's asset base,
shareholders equity, and loss for the year wouldbe matenally dlfferent

The Company adopted the recommendations of CICA Handbook Secnon 3870 “Stock Based
Compensation and Other Stock-Based Payments”, effective April 1, 2002. Accordingly, the
Company recorded stock-based compensation to non-employees and adopted the disclosure
only provision for stock options granted to employees and directors in fiscal 2003.

Effective Aprit 1, 2004, the Company prospectively adopted the amended recommendations of
the CICA Handbook Section 3870.- The amended standard requires that.all stock-based awards
to employees and directors be measured and recognized using the fair-value based method. The
Company uses the Biack-Scholes Option. Pricing Model:to calculate the fair value of the options.
Option pricing models require the input of highly subjective assumptions including the expected
price volatility. Changes in the subjective input assumptions can materially affect the fair value

Management Discussion and Analysis MD&A Page 6
(for the period ended September 30, 2004)




estimate, and therefore the existing models do not necessarily provide a reliable single measure
of the fair value of the Company’s stock options.

Financial Instruments

The fair value of the Company’s current financial assets and iiabilities approximate the carrying
values, due to their short term maturities.

Outlook
Exploration Expenditures

The gold. production industry has consolidated and now faces the need for reserve replacement,
as predicted in our 2002 and 2003 annual reports. X-Cal has assembled and documented the
Sleeper Gold Project over a period of years beginning with the first land acquisitions in the area in
December 1993. The Sleeper Joint Venture (50% X-Cal/50% New Sleeper Gold Corporation) is
currently testing exploration targets throughout the Sleeper Gold District. The Sleeper Joint
Venture is utilizing an industry-recognized team to carry out exp!oration work at Sleeper. - The
team has reported positively on the potential of this property and is carrying on exploration, which
will continue throughout 2004 with a current budget of US$6,000,000. The Joint Venture is debt
free and has sufficient funds to continue explorat|on at current levels of expenditure throughout
2005. ~ . S

The Mill Creek Property is located in the Cortez Joint Venture Area of Nevada where Placer
Dome Inc. has announced new discoveries. The general area is now the subject of increased
exploration activity by several major and junior companies. The current work on X-Cal’s Mill
Creek Property, has increased the Company’s knowledge of this early stage project. The
Company is awaiting completion of a new Geologic Information System (GIS) database and
subsequent interpretation. Management is encouraged by the geologic and geophysical setting
of the Mill Creek Gold Property, which has a number of geologic teatures analogous to the
recently discovered “Cortez Hills” setting. Mill Creek is at.a very early stage in the exploration
process and cannot be compared in the category of the drill mtercepts to the prolific Cortez Hills
Gold Deposit. The GIS under development by X-Cal.is a good foundatlon for ongoing work.

Potential for Corporate Developments

X-Cal is continually evaluatlng potenttal transactlons and corporate opportunmes ‘which could
improve the Company’s relative posmon either by exposing it to prospective new areas, or by
seeking alliances or partnerships in order to investigate its properties more cost effectively. This
could include the addition of, new properties via acquisitions, mergers or joint ventures, or the
seeking out of corporate partners. - As a consequence X-Cal has, announced, subsequent to the
period under review, that it has retained Capital Markets .Advisory, a Toronto based corporate
advnsory firm, to evaluate growth opportunities. Capital, Markets Advisory has particular expertise
in the areas of mergers, acqulsmons and fmancmgs The consultmg firm will work closely with X-
Ca! management. c \ : e .

Risks and Uncertainties

X-Cal is a gold exploration company and is exposed to a number of risks and uncertainties that
are common to other companies in the mineral exploration-business. The exploration for, and of,
mineral deposits involves significant financial: risks over an extended period of time. There is no
guaraniee that even with careful geological evaluation, experience and knowledge-that the
Company will be successful in its search or t‘nat ex')endlture of funds wili result in the discovery of
an economic mineral deposit. :
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Although the Company has taken steps to verify title to its mineral property interests in
accordance with industry standards, these procecures do not guarantee the Company’s title.
Property title may be subject to unregistered prior agreements and non-compliance with
regulatory requirements.

X-Cal is dependent upon equity financing to continue to fund its exploration activities and general
operations. The Company believes that the current funds on hand should be sufficient to finance
its operations and capital needs until the end of fiscal 2004.. However, the Company’s funding
needs may vary depending upon results obtained from current exploration activities. X-Cal's
ability to raise future capital will be in part affected by capital markets and market prices for gold
There is no assurance that such additional financing will be available. , ,

Outstanding share data as at November 12, 2004 -

X-Cal has 76,110,255 shares outstanding or 85,344,922 shares on a fully dilited basis. If the
Company were to issue all 9,234,667 shares issuable upon conversion of all warrants and
exercise of all incentive stock options: outstandmg, it would raise appr oxrmately $€,525,470.

v

ltems Subsequent to Ouarter—End N

- In the opinion of management there are no matenal rtems since the end of the second quarter
that require discussion in the MD&A than otherwrse drsc.osed herein.
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FORM 52-109F2 —- CERTIFICATION OF INTERIM FILINGS: CEO

I, Shawn M. Kennedy, Chlef Executive Officer of X Cal Resources Ltd., certify that:

1. "I have rewewed the mterlm ﬁhngs (as this term is deﬁned in Multllareral Instrument 52-
109 Certification of . Disclosure. in Issuers’ Annual and_ Interim Filings) of X- Cal
Resources Ltd. (the issuer) for the interim perlod endmg September 30, 2004,

2. Based on my knowledge, the interim filings ‘donot contain any untrue statements of a

material fact or omit to state a material fact required to be stated or that is necessary to

" make a statement not, mrsleadmg in hght of the crrcumstances under which it was made
with respect to the penod covered by the mtenm  filings; . '::‘.‘

3. Based on my knowledge, the interim financial statements -together, K with the other
financial information included in the interim filings fairly present in all material respects
the fihancial condition, results of operatrons ‘and cash flows of the 1ssuer as of the date
and for the periods presented in the interim ﬁlmgs o

Date: November 12, 2004
""Shawn Kennedy"

Shawn M. Kennedy
Chief Executive Officer
X-CAL RESOURCES LTD.







FORM 52-109F2 — CERTIFICATION OF INTERIM FILINGS: CFO

I, John M. Arnold, Chief Financial Officer of X-Cal Resources Ltd., certify that:

1. I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers’ Annual and Interim Filings) of X-Cal
Resources Ltd. (the issuer) for the interim period ending September 30, 2004;

2. Based on my knowledge, the interim filings do not contain any untrue statements of a
material fact or omit to state a material fact required to be stated or that is necessary to
make a statement not misleading in light of the circumstances under which it was made,
with respect to the period covered by the interim filings;

3. Based on my knowledge, the interim financial statements together with the other
financial information included in the interim filings fairly present in all material respects
the financial condition, results of operations and cash flows of the issuer as of the date
and for the periods presented in the interim filings.

Date: November 12, 2004
" John M. Arnold"’

John M Arnold ,
Chief Financial Officer
X-CAL RESOURCES LTD.
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