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Management’s Discussion and Analysis
of Financial Condition and Results of Operation
Nine months ended May 31, 2004
(In Canadian Dollars)

The Management’s Discussion and Analysis of Financial Condition and Results of
Operation (“MD&A”) for Tan Range Exploration Inc. (the “Company”) should be read in
conjunction with the unaudited Interim Consolidated Financial Statement for the nine
months ended May 31, 2004.

The financial information in the MD&A is derived from the Company’s Consolidated
Financial Statement which was prepared in accordance with generally accepted
accounting principles. The effective date of this MD& A is July 28, 2004.

Description of Business

Tan Range Exploration is a gold and diamond exploration company whose activities are
focused within the Lake Victoria Greenstone Belt (“LVGB”) in the Republic of
Tanzania, East Africa. The Company acquires properties of merit either directly from the
government or from license holders with whom it negotiates formal option agreements to
become a majority interest holder in the licenses. At the present time, the Company holds
90 exploration licenses in this highly mineralized belt, covering an area of approximately
5,722 square kilometers. Thirty one of these licenses are subject to royalty agreements
with industry partners.

The Company’s Corporate Head Office is located in Sharon, Connecticut while a
technical and administration office is located in Vancouver, British Columbia. In
addition, a fully staffed exploration office is maintained in Mwanza, Tanzania where a
sample preparation lab is currently being constructed to facilitate the cost effective
analysis of biogeochem samples from various field programs in the LVGB.

The Company’s office in Dar es Salaam deals with the intricacies of governmental
relations, property license applications, the filing of license work reports, all permit
applications, social services and in country public relations.
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General Discussion

The primary thrust of management has been to optimize the Company’s assets in the
LVGB to facilitate the discovery of economically viable mineral deposits. In order to
accomplish this, the Company negotiates option agreements with qualified industry
partners that will generate work commitment payments in the early stages of exploration,
escalating annual rental payments, plus advanced royalty payments and sliding scale
royalty income at full production.

In selecting this particular strategy, the Company seeks to avoid excessive dilution of
shareholders’ equity that is typically associated with meeting the capital obligations of
mine development as a fully participating partner. Participating interest agreements
generally favor the largest shareholder which is usually a major company. In a situation
like this, the majority of a mine’s cash flow is directed towards paying back the capital
cost of the project and the allocation of these funds falls within the discretion of the major
shareholder - often to the detriment of the minority shareholder.

As a royalty holder, however, the Company has a flexible revenue stream (cash or gold),
immediate payment upon production, low overhead costs (because it is not involved in
mining or mineral processing), royalty payments that are not affected by higher operating
costs and inflation and a direct interest in any exploration upside free of capital
obligations.

While the royalty strategy is the Company’s preferred method of operation, we have not
ruled out developing mineral properties for our own account should a suitable situation
arise.

A major effort has been put this year on the expansion of the Company’s mineral licenses
for gold, diamonds and nickel. We broadened the scope of our acquisition strategy to
include nickel whose market fundamentals are among the best in the base metals sector.

At the present time, we have 90 mineral licenses for gold and diamonds and are the
largest individual license holder in the LVGB. In addition, we have submitted eight
applications for diamond licenses around Mwadui, home to the famous Williamson
diamond pipe, and 12 more applications for nickel licenses in the Kagera region of
northwestern Tanzania where Barrick Gold and Falconbridge recently announced an
agreement to develop Barrick’s Kabanga nickel project. There is no guarantee that the
government will award these licenses to the Company.
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The Company recently signed an Option Agreement with Hasanet Ltd., the owner of
prospecting licenses northwest of Mwadui, which according to Tanzania Land Registry
reports host two diamondiferous kimberlites. These pipes were first evaluated in 1964 at
which time small diamonds were recovered from each of the pipes. After the Company
field locates and confirms the diamondiferous nature of the kimberlite pipes, ground
magnetic surveys and indicator mineral sampling and analysis will be carried out in
anticipation of further work.

Barrick East Africa Ltd., a wholly owned subsidiary of Barrick Gold, the operator of the
Itetemia property, recently notified Tan Range that it is conducting an internal economic
study of the project which should be completed this August. At that time, Barrick will be
in a position to inform the Company whether or not it plans to initiate a bankable
feasibility study for the project. Prior to receiving this notice, we had informed Barrick
that under certain conditions we might be willing to renegotiate our percentage agreement
for Itetemia in exchange for a royalty arrangement.

We have also informed our underlying joint venture partners of our willingness to take
over the operation of the property if for any reason a new arrangement can not be reached
with Barrick. However, we intend to continue negotiations with Barrick regarding a
revised arrangement.

During the latest report period, the Company completed the filing of its Form 20-F with
the SEC and made an application to list its shares on AMEX. At the present time, our
application is under review and the Company cannot guarantee that the AMEX will act
favorably on this application. It is our intention to maintain our listing on the Toronto
Stock Exchange. We have requested delisting from various German stock exchanges
based on differential rules concerning delivery of shares sold. These exchanges list
companies without consent or approval of the company in question.

Obtaining a drill contractor with the rig capacity to meet our needs in Tanzania has
proved difficult and the Company is presently examining alternative means of achieving
its exploration objectives. Because we hold 90 prospecting licenses in Tanzania that host
a large number of potential drill targets, the Board of Directors has concluded that
purchasing our own drilling equipment would be prudent.
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We are currently in the process of contracting with a South African manufacturer to build
a drilling rig under the supervision of Mr. John Deane, our Vice President, Exploration in
Mwanza, Tanzania with an expected delivery date of October 2004. The unit is a
combination RC (Reverse Circulation) and RAB (Rotary Air Blast) drill rig with a rod
storage capacity of 14 tonnes.

It will be assembled onto a reconditioned Samil 100 truck and coupled with an Ingersoll
Rand XHP90OSCAT air compressor. A similar truck fitted with a 3,000 litre water tank
and a 3,000 litre diesel tank will be used to support drilling operations. Accessory
equipment includes 200 metres sets of RAB and RC rods with percussion hammers. This
fully outfitted RC/RAB drill rig is priced at CAN $800,000 including sundries and
consumables.

The Chairman has communicated to the Board of Directors his intention to seek
regulatory clearance to provide these funds to the Company’s treasury in the same
manner as his present financings.

In order to facilitate the evaluation of high priority drill targets in a timely fashion, we
have entered into a drilling contract with Major Drilling Inc. to conduct a program of at
least 2000 meters at our Luhala/Kisunge Hill property. The initial phase of this program
will test four targets and include five drill fences covering a distance of approximately
1,500 metres.

One of the major problems confronting mineral explorers in the LVGB is the presence of
deep mbuga (overburden) which frequently masks the existence of favorable host rocks
for gold, diamonds and other mineral commodities. Over the past year, the Company has
expended considerable effort to identify an exploration tool that would help our
geoscientists to identify mineral potential beneath heavy overburden.

After carefully reviewing a variety of options, we concluded that biogeochemistry was a
cost-effective source of data that could potentially prove useful to the Company in the
preliminary evaluation of its numerous properties. To that end, we immediately
developed protocols relating to the selection and analysis of sample materials designed to
extract meaningful data. A number of teams are currently in the field collecting samples
to test this protocol as a viable option. We are examining the possibility of protecting the
methods of application developed in-house by our exploration staff via the international
laws governing intellectual property.
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Results of Operations

The Company reported a net loss of $1,295,877 or $.016 per share for the nine months
ending May 31, 2004 versus a net loss of $1,530,227 or $.020 per share in the previous
year. The reduction in net loss reflects an expense recovery from the contesting of a
capital tax assessment from the last fiscal year and the current foreign exchange gain of
$80,836 versus a foreign exchange loss of $76,418 reported as of May 31, 2003.

For the nine months ending May 31, 2004, the Company invested $716,126 in mineral
properties and deferred exploration costs which was reduced by recoveries totaling
$333,431. This investment is reduced over the prior year’s reporting period ending May
31, 2003 where $1,031,206 was invested in mineral properties and deferred exploration
costs which was reduced by recoveries totaling $185,726. The reduced investment is
attributable to more properties being explored through our partnership arrangements.

Liquidity and Capital Resources

At May 31, 2004, the Company had a working capital of $2,000,623 compared to a
working capital of $1,445,347 as of August 31, 2003.

The Company raised $336,300 from parties exercising outstanding options during the
nine months ending May 31, 2004. At the close of the latest quarter, 545,000 options with
a weighted average price of $0.75 each and exercisable at various times until June 2007,
remained outstanding. In addition, $2,125,000 was received from ten private placements
with the Company’s CEO, James Sinclair which included one special placement of
$1,000,000. It is the intention of Mr. Sinclair to continue these financings, assuming his
ability to do so is not hindered by health concerns or other unforeseen circumstances.

Risk Factors

The Company is subject to a number of extraneous risk factors over which it has no
control. These factors are common to most exploration companies and include, among
others: project ownership and exploration risk, depressed equity markets and related
financing risk, commodity price risk, fluctuating exchange rates, environmental risk,
insurance risk and sovereign risk.
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Outlook

Exploration expenditures will increase substantially over the coming months as the
Company follows through on planned drilling programs. This work will largely be
funded from private placements by Mr. Sinclair

In addition to the high level of expenditures planned on wholly-owned properties, the
Company’s joint venture partners, Barrick Gold, Ashanti Goldfields and Northern Mining
Explorations, are allocating significant resources to projects that are subject to royalty
agreements with Tan Range Exploration.

Cautionary Note Regarding Forward-Looking Statements

Certain statements contained in the foregoing Management’s Discussion and Analysis
and elsewhere constitute forward-looking statements. Such forward-looking statements
involve a number of known and unknown risks, uncertainties and other factors which
may cause the actual results, performance or achievements of the Company to be
materially different from any future results, performance or achievements expressed or
implied by such forward-looking statements. Readers are cautioned not to place undue
reliance on these forward-looking statements, which speak only as of the date the
statements were made, and readers are advised to consider such forward-looking
statements in light of the risk set above.

Qualified Person

Mr. John Learn, P. Geo., Hon. B.Sc., Geological Sciences, 1977 Brock University, M.Sc.
App. Mineral Exploration 1981 McGill University, is the Company’s Senior Geologist,
based in Mwanza, Tanzania and has conducted the Company’s diamond exploration
program. Mr. Learn has over 23 years of post-graduate experience.

Additional Information

Additional information about the company and its business activities is available on
SEDAR at www.sedar.com as well as on www.tanrange.com.



