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AUDITORS' REPORT TO THE SHAREHOLDERS

We have audited the balance sheets of UEX Corporation as at December 31, 2002 and 2001 and the
statements of operations and deficit and cash flows for the years then ended. These financial
statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance whether
the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position
of the Company as at December 31, 2002 and 2001 and the results of its operations and its cash
flows for the years then ended in accordance with Canadian generally accepted accounting
principles.

KPMG LLP (signed)
Chartered Accountants

Vancouver, Canada

March 14, 2003

KPMG LLP, a Canadian owned limited liability partnership established under the laws of Ontario,
is the Canadian member firm of KPMG International, a Swiss nonoperating association.



UEX CORPORATION

Balance Sheets

December 31, 2002 and 2001

2002 2001
Assets
Current assets:
Cash $ 39,779 $ -
Short-term investments 1,325,000 -
Amounts receivable 113,231 -
Prepaid expenses 8,709 -
Pre-acquisition property costs (note 2(b)) - 165,886
Deferred financing charges (note 2(c)) - 160,378
1,486,719 326,264
Mineral properties (note 3) 12,384,240 -
$ 13,870,959 $ 326,264
Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable and accrued liabilities $ 187,255 $ 126,513
Due to Pioneer Metals Corporation - 199,750
187,255 326,263
Future income taxes 4,331,000 -
Shareholders' equity:
Share capital (note 4) 9,591,506 1
Stock options (note 4(c)) 17,594 -
Deficit (256,396) -
9,352,704 1
$ 13,870,959 $ 326,264
Nature of operations (note 1)
Commitments (notes 3 and 4(d))
See accompanying notes to financial statements.
Approved on behalf of the Board:
“Stephen H. Sorensen” Director “Graham C. Thody” Director




UEX CORPORATION

Statements of Operations and Deficit

Years ended December 31, 2002 and 2001

2002 2001
Revenue:

Investment and other income $ 20,136 $ -

General and administrative expenses:
Bank charges and interest 1,639 -
Filing fees and stock exchange 21,623 -
General and administration 11,601 -
Insurance 999 -
Legal and accounting 17,455 -
Office 2,431 -
Rent 28,610 -
Salaries and benefits 184,944 -
Telephone 3,757 -
Travel and promotion 3,473 -
276,532 -
Loss for the year, being deficit, end of year $ (256,396) $ -
Basic and diluted loss per share $ (0.01) $ -
Weighted average number of shares outstanding 93,674,259 1

See accompanying notes to financial statements.



UEX CORPORATION

Statements of Cash Flows

Years ended December 31, 2002 and 2001

2002 2001
Cash provided by (used for):
Operations:
Loss for the year $ (256,396) $ -
Change in non-cash operating working capital:
Amounts receivable (113,231) -
Prepaid expenses (8,709) -
Accounts payable and accrued liabilities 60,742 126,513
(317,594) 126,513
Investments:
Pre-acquisition property costs - (165,886)
Deferred financing charges - (160,378)
Short-term investments (1,325,000) -
Mineral properties, net of non-cash stock-based
compensation (1,773,383) -
(3,098,383) (326,264)
Financing:
Share capital 3,655,506 1
Due to Pioneer Metals Corporation (199,750) 199,750
3,455,756 199,751
Increase in cash during the year $ 39,779 $ -
Supplementary information:
Interest received $ 9,378 $ -
Non-cash financing and investing activities:
Share capital issued for mineral properties 6,618,377 -

See accompanying notes to financial statements.



UEX CORPORATION

Notes to Financial Statements

Years ended December 31, 2002 and 2001

1. Nature of operations:

The Company was incorporated under the Canada Business Corporations Act on October 2,
2001. On October 23, 2001, the Company entered into an agreement with Pioneer Metals
Corporation (“Pioneer”) and Cameco Corporation (“Cameco”) to establish the Company as a
public uranium exploration company. On July 17, 2002, under a plan of arrangement with
Pioneer, Pioneer transferred to the Company its uranium exploration properties and all related
assets, including the Riou Lake Uranium, Black Lake and Serendipity Lakes Projects (“‘Riou
Lake”). On the same date, Cameco transferred its Hidden Bay uranium exploration property and
certain related assets, in exchange for shares of the Company.

The Company is in the process of exploring its mineral properties and has not yet determined
whether its mineral properties contain ore reserves that are economically recoverable. The
recoverability of amounts shown for mineral properties is dependent upon the discovery of
economically recoverable ore reserves in its mineral properties, the ability of the Company to
obtain the necessary financing to complete exploration and development, confirmation of the
Company’s interest in the underlying mineral claims and upon future profitable production from or
the proceeds from the disposition of its mineral properties.

2. Significant accounting policies:
(a) Short-term investments:

Short-term investments consist of liquid money market instruments with terms to maturity of
greater than 90 days and less than one year on acquisition.

(b) Pre-acquisition property costs:

The pre-acquisition property costs represent exploration expenditures to December 31, 2001
related to the mineral properties prior to implementation of the acquisition from Pioneer and
Cameco (note 1). These costs were re-allocated to the mineral property to which they relate
on completion of the acquisition in 2002 (note 3).

(c) Deferred financing charges:

The deferred financing charges represented costs incurred to December 31, 2001 by the
Company during the process of a public offering and the listing of its shares on the Toronto
Stock Exchange. Upon completion of the initial public offering in 2002, these costs were
charged against share capital as share issuance costs.



UEX CORPORATION

Notes to Financial Statements

Years ended December 31, 2002 and 2001

2. Significant accounting policies (continued):

(d)

(e)

Mineral properties:

All acquisition, exploration, development and start-up costs are capitalized until such time as
the project to which they relate is put into commercial production, sold, abandoned or
recovery of costs is determined to be unlikely. Upon reaching commercial production, these
capitalized costs are amortized over the estimated ore reserves on a unit-of-production basis.
For properties which do not yet have proven reserves, the amounts shown represent costs to
date and are not intended to represent present or future values. The underlying value of all
properties is entirely dependent on the existence and economic recovery of reserves in the
future.

Earnings (loss) per share:

Basic earnings (loss) per share is calculated using the weighted average number of common
shares outstanding and the treasury stock method is used to calculate diluted earnings per
share. However, there are no dilutive effects on basic loss per share for 2002 due to the
Company’s loss for the year.

Financial instruments:

The carrying amounts of accounts receivable and accounts payable and accrued liabilities
are a reasonable estimate of their fair values because of the short period to maturity of these
instruments.

Use of estimates:

The preparation of financial statements, in conformity with Canadian generally accepted
accounting principles, requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Significant areas requiring the use of management
estimates relate to the valuation of mineral properties. Actual amounts may differ from such
estimates.



UEX CORPORATION

Notes to Financial Statements

Years ended December 31, 2002 and 2001

2. Significant accounting policies (continued):

(h) Stock-based compensation plan:

(i)

The Company has a stock-based compensation plan which is described in note 4(c).

Effective January 1, 2002, the Company adopted the CICA’s new handbook section 3870,
“Stock-Based Compensation and Other Stock-Based Payments”. Under the new standard,
stock-based payments to non-employees, and employee awards that are direct awards of
stock, call for settlement in cash or other assets, or are stock appreciation rights that call for
settlement by the issuance of equity instruments, granted on or after January 1, 2002, are
accounted for using the fair-value based method. No compensation costs are required to be
recorded for all other stock-based employee compensation awards. Consideration paid by
employees on the exercise of stock options is recorded as share capital. The Company
discloses the pro forma effect of accounting for these awards under the fair-value based
method. The adoption of this new standard has resulted in no changes to amounts
previously reported.

Prior to adoption of the new recommendations, no compensation expense was recorded at
the time options were granted, when the options are granted at market prices. Any
consideration paid by employees or directors on exercise of stock options were credited to
share capital.

Income taxes:

Income taxes are accounted for under the asset and liability method. Under the asset and
liability method, future tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the financial statement carrying amounts
of existing assets and liabilities and their respective tax bases. Future tax assets and
liabilities are measured using substantively enacted tax rates expected to be recovered or
settled. The effect on future tax assets and liabilities of a change in tax rates is recognized in
income in the period that substantive enactment occurs.

The future income tax effect of eligible mineral property expenditures funded by proceeds
from the issuance of flow-through shares is charged to share issuance costs at the time the
expenditures are incurred.



UEX CORPORATION

Notes to Financial Statements

Years ended December 31, 2002 and 2001

3. Mineral properties:

The continuity of expenditures on mineral properties is as follows:

Riou Hidden

Lake (a) Bay (b) Total

Balance, December 31, 2001 $ - $ - $ -

Acquisition costs for shares 2,168,377 4,450,000 6,618,377
Future income taxes relating to the

above acquisition - 3,809,000 3,809,000

Pre-acquisition property costs 99,532 66,354 165,886

Exploration and development expenditures 406,164 1,384,813 1,790,977

Balance, December 31, 2002 $ 2,674,073 $ 9,710,167 $ 12,384,240

The mineral properties comprise the uranium exploration properties and all related assets that
Pioneer and Cameco each transferred to the Company following the completion of the plan of
arrangement with Pioneer, the acquisition agreement with Cameco and the initial public offering
(note 4(b)). The pre-acquisition property costs (to December 31, 2001) that were incurred prior to
the completion of the plan of arrangement have been re-allocated to the mineral properties to
which they relate (note 2(b)).

The Company’s agreement with Cameco regarding the Hidden Bay property allowed Cameco to
designate the tax basis of the Hidden Bay property to the Company, and the tax basis of the
shares of the Company issued to Cameco on this exchange. As Cameco elected a tax basis of
$1, this gives rise to a taxable temporary difference that results in the recognition of a future
income tax liability of $3,809,000 at the time of the acquisition, which has been added to the cost
of the Hidden Bay mineral property in accordance with generally accepted accounting principles.

(a) Riou Lake Project:

The Riou Lake, Black Lake and Serendipity Lakes properties (referred to as the “Riou Lake
Project”) are located on the northern rim of the Athabasca Basin near Stony Rapids,
Saskatchewan. The properties have common boundaries and form a land package totalling
56,851 hectares.

() Riou Lake:

The Company has a 100% interest, subject to a 2% Net Smelter Returns Royalty, in this
uranium exploration project.



UEX CORPORATION

Notes to Financial Statements

Years ended December 31, 2002 and 2001

3. Mineral properties (continued):
(a) Riou Lake Project:
(ii) Black Lake:

Pursuant to the agreement entered into by Pioneer with UEM Inc., the Company can
earn a 60% interest in the Black Lake Project Lands, by spending $2,500,000 by
December 31, 2007 as follows:

2001 $ 250,000
2002 -
2003 350,000
2004 400,000
2005 500,000
2006 500,000
2007 500,000

Under the agreement, the Company may terminate the option on 30 days notice provided
that the Company will retain no interest in the project lands.

(i) Serendipity Lakes:

Pursuant to the agreement entered into by Pioneer with D.F. Exploration Uranium Ltd.,
the Company can earn up to a 60% interest in this project. The Company will earn a 1%
interest in the project for each $29,167 expended. Under the agreement, the Company is
required to spend $1,750,000 by December 31, 2007 as follows:

2001 $ 125,000
2002 -
2003 175,000
2004 200,000
2005 250,000
2006 500,000
2007 500,000

Under the agreement, the Company may terminate the option on 30 days written notice,
at any time.

(b) Hidden Bay Project:

The Company’s 100%-owned Hidden Bay assets consist of 57,000 hectares and are located
immediately west of Wollaston Lake in Saskatchewan.



UEX CORPORATION

Notes to Financial Statements

Years ended December 31, 2002 and 2001

4. Share capital:

(@)

Authorized:

The authorized share capital of the Company consists of unlimited number of common
shares and unlimited number of preferred shares issuable in series, of which 1,000,000
preferred shares have been designated series 1 preferred shares.

Issued - common shares:

During the period, the Company issued the following common share capital:

Number
of shares Value
Issued in 2001:
For cash, being balance, December 31, 2001 1 $ 1
Issued in 2002:
For the Riou Lake Project (note 3(a)) 46,534,309 2,168,377
For the Hidden Bay Project (note 3(b)) 31,022,869 4,450,000
For cash on initial public offering, net of share
issuance costs and future income taxes on
flow-through expenditures incurred 16,003,665 2,953,208
For cash on exercise of stock options (note 4(c)) 166,000 19,920

93,726,844 $ 9,591,506

The value ascribed to the shares issued for the Riou Lake Project is equal to the historic
carrying value on the books of Pioneer as a result of Pioneer shareholders receiving in
excess of 50% of the shares of the Company at the time of transfer.

The value ascribed to the shares issued for the Hidden Bay Project is equal to the estimated
fair value of that project at the time of the agreement. Management has ascribed a value of
$0.14 per share to this acquisition, based upon the trading value of the Company’s common
shares during the period following the initial public offering.

The Company issued 7,003,665 flow-through common shares at $0.30 per flow-through
common share and 9,000,000 non-flow-through common shares at $0.25 per non-flow-
through common share on the Company’s initial public offering. The value of shares issued
is the net amount received as a result of the July 2002 public offering, less share issuance
costs of $875,892 and $522,000 of future income taxes relating to flow-through expenditures
incurred to December 31, 2002. In connection with the initial public offering, the Company
issued 1,062,608 share purchase warrants to the agents entitling the agents to purchase one
common share of the Company at a price of $0.25 per share. These warrants expire on
July 17, 2004.



UEX CORPORATION

Notes to Financial Statements

Years ended December 31, 2002 and 2001

4. Share capital (continued):
(c) Stock-based compensation:

Under the Company’s stock-based compensation plan, the Company may grant options to its
key employees, directors, officers and others providing services to the Company for up to
11,000,000 common shares. Under the plan, the exercise price of each option shall be fixed
by the board of directors but shall not be less than the quoted market value of the shares on
the Toronto Stock Exchange at the time the option is granted and an option’s maximum term
is 10 years. The shares subject to each option shall become purchasable at such time or
times as may be determined by the board of directors.

A summary of the status of the Company’'s stock-based compensation plan as of
December 31, 2002 and 2001, and changes during the years ended on these dates are
presented below.

Number Weighted-average

of shares exercise price

Outstanding, beginning of year - $ -
Issued in connection with the initial public offering

based on Pioneer options held 3,750,000 0.15

Granted 1,266,000 0.15

Exercised (166,000) 0.12

Outstanding, end of year 4,850,000 $ 0.15

Options exercisable, year end 4,850,000 -

At December 31, 2002, the Company had reserved a total of 4,850,000 common shares
related to the director and employee options:

Number Weighted-average

outstanding at remaining

Exercise prices December 31, 2002 contractual life
$ 0.10 166,000 10.0 years
0.12 1,784,000 4.0 years
0.16 1,900,000 6.1 years
0.18 1,000,000 9.0 years
4,850,000 6.1 years

10



UEX CORPORATION

Notes to Financial Statements

Years ended December 31, 2002 and 2001

4. Share capital (continued):

(c)

Stock-based compensation (continued):

During 2002, the Company granted 166,000 options with an exercise price of $0.10 per share
and an expiry date of December 19, 2012 pursuant to consulting agreement with a party
performing geological services. The Company recorded stock-based compensation expense
of $17,594, being the estimated fair value of the options granted to this consultant using the
Black-Scholes options pricing model with the following assumptions:

Volatility percentage 125%
Risk-free interest rate 4.5%
Dividend yield -
Expected life of options 10 years

The weighted average grant date fair value of options granted during the year ended
December 31, 2002 was $0.21 per share.

Pro-forma information, with respect to the impact of the fair value of stock options at the date
of grant on reported loss for the year ended December 31, 2002, is as follows:

Loss for the year, as reported $ (256,396)
Additional stock-based compensation expense (213,654)
Pro-forma loss for the year $ (470,050)
Pro-forma basic and diluted loss per share $ (0.01)

Flow-through shares:

During 2002, the Company raised $2,101,100 by way of flow-through common shares. Once
renounced by the Company, flow-through shares provide shareholders with the tax
deductions associated with qualified exploration expenditures. At December 31, 2002, a total
of $968,760 of flow-through funds raised in 2002 remained to be spent.

5. Income taxes:

Income tax expense attributable to income from operations was nil for the year ended
December 31, 2002 (2001 - nil). Substantially all of the difference between the expected tax
recovery, based on the federal and provincial statutory tax rates, and the amount reported is due
to the impact of losses not recognized.

11



UEX CORPORATION

Notes to Financial Statements

Years ended December 31, 2002 and 2001

5. Income taxes (continued):

The tax effects of temporary differences that give rise to significant portions of the future tax
assets at December 31, 2002 and 2001 are presented below:

2002 2001
Future tax assets:

Net operating loss carry forwards $ 145,000 $ -
Mineral properties 54,000 -
Share issuance costs 323,000 -
Valuation allowance (522,000) -
Net future tax assets - -

Future tax liabilities:
Mineral properties 3,809,000 -
Flow-through share issuance costs 522,000 -
4,331,000 -
Net future tax liabilities $ 4,331,000 $ -

In assessing the realizability of future tax assets, management considers whether it is more likely
than not that some portion or all of the future tax assets will not be realized. The ultimate
realization of future tax assets is dependent upon the generation of future taxable income during
the years in which those temporary differences become deductible. Management considers the
scheduled reversal of future tax liabilities, projected future taxable income, and tax planning
strategies in making this assessment. In order to fully realize the future tax asset, the Company
will need to generate future taxable income of approximately $1,100,000 prior to the expiration of
the net operating loss carryforwards starting in 2009. Taxable income for the years ended
December 2002 and 2001 was nil. Based upon taxable income and projections for future taxable
income over the years that the future tax assets are deductible, management has provided a full
valuation allowance for the future tax assets.

At December 31, 2002, the Company has $315,000 of net operating loss carry forwards for
federal income tax purposes that are available to offset future federal taxable income. These
operating losses expire in 2009.

6. Related party transactions:

During 2002, fees for legal and accounting services in the amount of $260,305, a portion of which
were share issuance costs, were paid to firms of which directors of the Company are partners or
owners.

12



