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AUDITORS' REPORT

To the Shareholders of
Blue Lightning Ventures Inc.

We have audited the Balance Sheet of Blue Lightning Ventures Inc. as at September 30,
2004, and the Statements of Income, Retained Earnings (Deficit), and Cash Flows for the
year ended September 30, 2004. 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 audit.

We conducted our audit 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 September 30, 2004 and the results of its
operations and the cash flows for the year ended September 30, 2004 in accordance with
Canadian generally accepted accounting principles applied on a consistent basis.

The audited financial statements as of September 30, 2003 and September 30, 2002 and
for the years then ended for Blue Lightning Ventures Inc. were audited by other auditors

who expressed no reservation in their opinion to the financial statements dated February
7, 2004, and February 7, 2003, respectively.

“Moen and Company”
Chartered Accountants

Vancouver, British Columbia, Canada
January 17, 2005

“Sndependent @ocountants and @uditors”



BLUE LIGHTNING VENTURES INC.

(a Development Stage Company)
BALANCE SHEET

September 30, 2004
(With Comparative Figures as at September 30, 2003)
(In Canadian Dollars)
2004 2003
ASSETS
Current Assets
Cash (Note 2(g)) $ 44,455 § 113,305
Security deposit (Note 2(g)) 5,750 5,750
GST receivable 12,623 10,132
Prepaid expenses (Note 6) 108,300 108,300
TOTAL CURRENT ASSETS 171,128 237,487
Fixed Assets, net (Note 2(a)) 3,277 4,177
Investment in mineral property (Note 5) 272,500 272,500
TOTAL ASSETS $ 446,905 $ 514,164
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Accounts payable and accrued liabilitie $ 6,011 $ 69,466
Loans from related parties (Note 4) 194,928 64,499
TOTAL CURRENT LIABILITIES 200,939 133,965
Shareholders' Equity
Share capital (Note 3)
Authorized:
100,000,000 common shares without par value
Issued:
11,687,218 common shares 4,246,525 4,246,525
Retained earnings, accumulated during the
development stage (4,000,559) (3,866,326)
TOTAL SHAREHOLDERS' EQUITY 245,966 380,199
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 446,905 $ 514,164

APPROVED ON BEHALF OF THE BOARD:

"W. Brent Peters" Chief Executive Officer, Director

"Ryan Krell" Chief Financial Officer, Director

See Accompanying Auditors' Report and Notes to Financial Statements



BLUE LIGHTNING VENTURES INC.

(a Development Stage Company)

STATEMENT OF INCOME

For the Year Ended September 30, 2004

(With Comparative Figures for the Year Ended September 30, 2003)
(In Canadian Dollars)

Year Ended
September 30
2004 2003
REVENUE
Interest income $ 646 $ 1,883
GENERAL AND ADMINISTRATION EXPENSES
Amortization 900 986
Bank charges and interest 456 856
Consulting 11,000 1,300
Filing and transfer agent fees 10,059 4,947
Legal and accounting fees 4,393 16,159
Management fees 60,000 60,000
Office expense 27,117 31,283
Telephone and utilities 7,420 9,234
Travel and promotion 13,534 25477
134,879 150,242
LOSS BEFORE BELOW ITEM (134,233) (148,359)
Write off interest in mineral claims droppe: -- (372,700)
NET LOSS FOR THE YEAR $ (134,233) §  (521,059)
Weighted Average Number of Shares Outstanding
Basic 11,687,218 11,687,218
Diluted 11,687,218 11,687,218
NET PROFIT (LOSS) PER SHARE
Basic $ (0.01) $ (0.04)
Diluted $ (0.01) $ (0.04)

See Accompanying Auditors' Report and Notes to Financial Statements



BLUE LIGHTNING VENTURES INC.
(a Development Stage Company)
STATEMENT OF RETAINED EARNINGS

September 30, 2004
(With Comparative Figures for the Year Ended September 30, 2003)
(In Canadian Dollars)
Year Ended
September 30
2004 2003
Net loss for the year $  (134233) §  (521,059)
Retained earnings (Deficit), beginning of year (3,866,326)  (3,345,267)
Deficit, end of year $ (4,000,559) $ (3,866,326)

See Accompanying Auditors' Report and Notes to Financial Statements



BLUE LIGHTNING VENTURES INC.
(a Development Stage Company)
STATEMENT OF CASH FLOWS

For the Year Ended September 30, 2004

(With Comparative Figures for the Year Ended September 30, 2003)

(In Canadian Dollars)

Year Ended
September 30
2004 2003
FUNDS DERIVED FROM (APPLIED TO)
Operating activities
Net loss for the year $ (134,233) §  (521,059)
Items not requiring use of cash
Amortization 900 986
Write off interest in mineral claims dropped -- 372,700
Changes in non-cash working capital items
GST receivable (2,491) 66,496
Accounts payable and accrued (63,455) -
Cash used for operating activities (199,279) (80,877)
Investing activities
Purchase of fixed assets -- (3,292)
Cash used for investing activities -- (3,292)
Financing activities
Loans from related parties, net 130,429 --
Cash derived from financing activities 130,429 --
CASH (DECREASE) DURING THE YEAR (68,850) (84,169)
CASH, BEGINNING OF YEAR 113,305 197,474
CASH, END OF YEAR $ 44,455 § 113,305

See Accompanying Auditors' Report and Notes to Financial Statements



BLUE LIGHTNING VENTURES INC.
Notes to Financial Statements
September 30, 2004

Note 1.

Note 2.

NATURE AND CONTINUANCE OF OPERATIONS

Blue Lightning Ventures Inc. (the “Company’’) was incorporated on February 6, 1986, in
the name of Atlar Resources Ltd. had further name changes on March 13, 1987 to Tatlar
Resources Ltd., to Opact Resources Ltd. on July 22, 1991, and to Blue Lightning Ventures
Inc. on July 21, 1999. The Company is in the development stage relating to exploration
and development of mineral properties and has not generated any revenues from its
planned operations. The deficit has been accumulated during this development stage.

These financial statement have been prepared in accordance with Canadian generally
accepted accounting principles applicable to a going concern which assume that the
Company will realize its assets and discharge its liabilities in the normal course of
business. The Company has incurred losses since inception of $4,000,559 and has a
working capital deficit at September 30, 2004 of $29,811. These factors create doubt as to
the ability of the Company to continue as a going concern unless sufficient funds are raised
for the payment of its current liabilities and for ongoing operations. Realization values
may be substantially different from the carrying values as shown in these financial
statements should the Company be unable to continue as a going concern.

SIGNIFICANT ACCOUNTING POLICIES
a) Fixed assets and amortization

Capital assets are recorded at cost and amortized over their estimated useful lives.
Amortization is provided on a declining balance method at the following rates:

Office equipment 20%
Computer equipment 30%
September 30, 2004 September 30
Accumulated 2003
Cost Amortization Net Net
Computer equipment $ 4,680 $ 1,872 2,808 $ 3,625
Office equipment 1,199 730 469 552
$ 5,879 $ 2,602 $ 3277 $ 4,177

b) General and administration expenses
General and administration expenses are written off to operations as incurred.

¢) Financial Instruments
The Company’s financial instruments consist of cash, GST receivable, and current
liabilities. It is management’s opinion that the Company is not exposed to significant

interest, currency or credit risks arising from these financial instruments. The fair
value of these financial statements approximates their carrying values.



BLUE LIGHTNING VENTURES INC.
Notes to Financial Statements
September 30, 2004

Note 2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)
d) Translation of Foreign Currency
The accounts of the Company are translated into Canadian dollars on the following basis:

-monetary assets and liabilities are translated at the rate of exchange in effect at the

balance sheet date

-non-monetary assets and liabilities are translated at the rate prevailing when the

transaction occurred

-revenue , general & administration expenses, and gains and losses are translated at the

average exchange rate in effect during the period

-exchange gains or losses from conversion are included in the current net income.
-depreciation or amortization of assets translated at historical exchange rates are

translated at the same exchange rates as the assets to which they relate;

e) Use of estimates

The preparation of financial statements in accordance with Canadian generally
accepted accounting principles requires management to make estimates that affect
certain reported amounts and disclosures. Estimates are used for, but are not limited
to, the accounting for doubtful accounts, amortization, income taxes, and the
recoverability of non-producing mining property capitalized costs and deferred
exploration expenditures. Actual results may differ from those estimates.

f) Stock-based compensation plan

Effective January 1, 2002 the Company adopted, on a prospective basis, CICA HB
3870 stock-based compensation and other stock-based payments, which established
standards for the recognition, measurement, and disclosure of stock-based payments
made in exchange for goods and services. Stock-based compensation and other stock-
based payments require that stock-based payments to non-employees be accounted for
using a fair value based method of accounting.

The new standards permit, and the Company has adopted, the use of the intrinsic value
based method, which recognizes compensation costs for awards to employees only
when the market price exceeds the exercise price at date of grant, but requires pro
forma disclosure of earnings and earnings and earnings per share as if the fair value
based method had been adopted. No stock options were issued during the period.

g) Cash and security deposit

Cash consists of $44,455 cash deposit in bank. There is a credit card security deposit
of $5,750 at September 30, 2004.

Note 2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)



BLUE LIGHTNING VENTURES INC.
Notes to Financial Statements
September 30, 2004

h) Mineral Properties

Acquisition costs of mineral properties are capitalized by the Company, and are dealt
with in the same manner as deferred exploration costs. Mineral property sale
proceeds or option payments received for exploration rights are credited firstly to
mineral property costs, secondly, as a recovery of deferred exploration costs, and
thereafter, recognized as a gain or loss in current operations.

1)  Values

The amounts for deferred exploration costs and mineral properties represent costs
incurred to date and are not intended to reflect present or future values. The
recoverability of the amounts shown for mineral properties and deferred exploration
costs is dependent on the confirmation of economically recoverable reserves, the
ability of the Company to obtain the necessary financing to successfully complete
their development, including compliance with the requirements of lenders who may
provide this financing from time to time, and upon future profitable operations.

Note 3. SHARE CAPITAL
a) Authorized: 100,000,000 common shares without par value

b) Issued and outstanding:

Year Ended September 30
2004 2003
Shares $ Shares $
Number of Total of ~ Number of Total of
Common Capital Common Capital
shares stock shares stock
Unchanged balance

from September 30, 2002
to September 30, 2004 11,687,218 $§ 4,246,525 11,687,218 $ 4,246,525

Note 4. RELATED PARTY TRANSACTIONS

(a) Loans from related parties of $194,928 as at September 30, 2004 ($64,499 —



BLUE LIGHTNING VENTURES INC.
Notes to Financial Statements
September 30, 2004

September 30, 2003) are unsecured, non interest bearing, with no specific terms of
repayment, and are payable to DK Financial Consultants and Mr. Darcey Krell.

(b) Management fees incurred and expenses paid on behalf of the Company for the fiscal
year ended September 30, 2004 are as follows:
Management Office
Fees Expenses Total
DK Financial Consultants $ 60,000 $ 18,000 $ 78,000

Note 5. INVESTMENT IN MINERAL PROPERTY
MT Spencer Property, British Columbia
By agreement dated January 11, 2000 and amended May 24, 2000, the Company acquired a

97% undivided interest in six mineral claims located in the Port Alberni-Nitinat River area
of Vancouver Island for the amount of $195,000.

September 30
2004 2003
Acqusition Costs
Cash $ 195,000 $ 195,000
Finders' fee 9,500 9,500
Total Acquisition Costs 204,500 204,500
Deferred Exploration Costs
Line cutting 8,000 8,000
Survey 35,200 35,200
Samples 14,080 14,080
Mapping 10,720 10,720
Total Deferred Exploration Costs 68,000 68,000
Total - Unchanged from September 30, 2002 $ 272,500 $ 272,500

Note 6. PREPAID EXPENSES

The prepaid expense of $108,300 as at September 30, 2004 is an advance for exploration
work to be undertaken for the Company. If the work is not undertaken the funds well be
refunded to the Company.

Note 7. INCOME TAXES

The Company does not have any income tax liabilities during the current year and,
accordingly, no income taxes are recorded. The potential income tax benefits associated
with losses incurred by the Company have not been recorded in the accounts as future
taxation.

Note 8. SUBSEQUENT EVENTS

(a)  Private Placement




BLUE LIGHTNING VENTURES INC.
Notes to Financial Statements
September 30, 2004

On December 21, 2004, the Company announces that is proceeding with a private
placement of up to 3,000,000 units at $0.20 each. Each unit will consist of one common
share and one half of a six-month non transferable share purchase warrant. Each full
warrant will entitle the holder to acquire an additional common share of the Company for
$0.25. The proceeds of the private placement will be used for mineral property
investigation and acquisition costs and general working capital. The private placement and
any finder’s fee payable in connection with the private placement will be subject to TSX
Venture exchange acceptance.

(b) Incentive Stock Options

On December 21, 2004, the Company announces that it granted incentive stock options on
1,100,000 common shares in its capital stock, exercisable for up to five years at a price of
$0.20 per share.

(c) Management

On December 2, 2004, Mr. Steve Chan has been appointed as a director of the Company to
replace Lou Rene Legge as the latter has resigned.
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At September 30, 2004, the Company had $44,455 in cash on hand, which should be sufficient to cover
expected administrative expenses for approximately four months. In addition, the Company has prepaid
$108,300 for exploration expenditure work on the MT Spencer property.

Subsequent to the fiscal year, the Company received $108,300 due to the return of the exploration advance and
used these funds to pay outstanding liabilities. In addition, the Company completed a financing consisting of the
sale of 3,000,000 units at $0.20 each. Each unit consists of one common share and one half of a six-month
non-transferable share purchase warrant. Each full warrant entitles the holder to acquire an additional
common share of the Company for $0.25. The proceeds of the private placement will be used for mineral
property investigation and acquisition costs and general working capital.

Blue Lightning does not currently have a specific plan regarding how it will obtain future funding; however,
management anticipates that additional funding will be in the form of equity financing from the sale of the
Company’s shares. The Company may also seek short-term loans from its directors, although no such
arrangement has been made.

CAPITAL RESOURCES
Blue Lightning does not have any commitments for future capital expenditures.
MANAGEMENT AND RELATED PARTY TRANSACTIONS

Blue Lightning's Board of Directors consists of Clive Massey, Brent Peters, Steven Chan and Ryan Krell. Mr.
Massey acts as President and Chief Executive Officer.

During the period, the Company accrued a total of a $60,000 for management fees and $18,000 in office rent to
Mr. Darcy Krell, a former director of the Company.

SHARE DATA

As of the date of this Management Discussion, Blue Lightning has 14,687,218 common shares without par
value issued and outstanding. In addition, there are 1,500,000 share purchase warrants outstanding entitling
the holders to acquire an additional common share of the Company for $0.25 until August 3, 2005. The
Company also has incentive stock options outstanding whereby directors, officers, employees and consultants
may acquire up to 1,100,000 common shares of the Company for $0.20 each until December 21, 2009.

INVESTOR RELATIONS

No investor relations activities were undertaken by or on behalf of the Company during the fiscal year.

ADDITIONAL INFORMATION

Additional information relating to Blue Lightning Ventures Inc. is located at www.sedar.com.




