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A World of Resources

Corporate profile

By consistently delivering the highest quality work in some of the
world’s harshest environments, Major Drilling Group International
Inc. has become one of the world’s largest contract drilling companies
servicing the metals and minerals sector. With 32 field operations
and/or offices in 20 countries around the globe, Major Drilling
serves primarily the mining industry but also offers environmental

and geotechnical contract drilling services.

Building the rigs of the future, Universal Drill Rigs (UDR), a
Major Drilling subsidiary, is a recognized leader in the design
and manufacture of state-of-the-art drill rigs and safety-related

peripheral equipment.

Major Drilling is well positioned to capitalize on the sector recovery
with an efficient cost structure and strong relationships with senior
and junior mining companies. The Company will continue to
deploy specialized equipment and innovative solutions to the mining

industry’s most complex and challenging drilling requirements.

Major Drilling’s common shares trade on the Toronto Stock

Exchange under the symbol MDIL.
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Highlights

000’s (Except earnings per share) FY 2004 FY 2003
Revenues 193,832 162,168
EBITDA (Earnings before interest, taxes, depreciation and amortization) 21,145 15,760
Net earnings 5,470 2,532
Net earnings per share 0.27 0.16

* During fiscal 2004 (FY04), Major reported record annual revenues of $193.8 million, up almost 20% from the
previous record in fiscal 2003 (FY03) of $162.2 million.

* Major posted record quarterly revenues every quarter in FY04, compared to the same quarters in previous years.

* On August 11, 2003, Major announced the completion of the issue of 5,000,000 common shares, by way of private

placement, at a price of §5.25 per share, which raised gross proceeds of $26.3 million.

* On October 6, 2003, the Company announced a new contract with Ivanhoe Mines Mongolia for the supply of the
world’s largest multi-purpose drill rig, the UDR 5000, to be utilized at Ivanhoe’s Turquoise Hill (Oyu Tolgoi) gold and

copper discovery in southern Mongolia.
* By the end of FY04, Major had expanded its operations to include Turkey, Bolivia, Suriname, Eritrea and Nicaragua.

* On May 31, 2004, Major announced that its wholly owned Australian subsidiary, Major Pontil Pty. Ltd., had

purchased the assets of Raematt Drilling, an underground drilling contractor based in Victoria, Australia.
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Message to Shareholders

Fiscal 2004 was a year of continued growth for the metal and mineral drilling industry and
for Major Drilling. Initially, this growth was driven mainly by gold exploration by senior
mining companies, but in the latter part of the year exploration by junior gold companies
also increased. As our fiscal year progressed, base metal exploration companies also
appeared to be gaining increased access to the financial markets, positioning them to
become significant contributors to the steadily increasing level of demand as we move into
fiscal 2005 (FY05).

We believe that we are still in the early stages of the cyclical upturn in the mining markets.

In 1997, at the peak of the last cycle, approximately US$5 billion was spent on mineral
exploration. This level of spending then decreased over the next five years and bottomed out
at approximately US$1.9 billion in 2002. It increased to approximately US$2.4 billion in
2003. The need for mining companies to replenish reserves, US dollar weakness, increased
demand for gold and base metals in the Far East, and the resurgence in prices for both

precious and base metals support the premise that this upturn still has a long way to go.

Although our first and second quarters showed good year over year revenue growth, the
highest level of growth was reserved for the fourth quarter (Q4). In that period, Major
Drilling posted record revenues of $62.7 million, nearly 20% higher than our previous best
quarter, and near-record earnings of §4.5 million. The result was record annual revenues of

$193.8 million, and annual net earnings of $5.5 million.

FY04 was a year of significant investment in expanding our resources, as Major Drilling
continued to gear up to meet the increasing demand for its services. These resources
include both our people and equipment. We invested and continue to invest in the sourcing
and training of people to meet the increasing demand for highly skilled crews, as we moved
to resolve the issue of experienced drill crew availability head-on. We also continue to be
committed to obtaining or developing the best equipment possible for the jobs that we are
called on to perform. To that end, we are developing new lines of drilling equipment to

improve both efficiency and safety.

Although these investments occurred throughout the year, they were heavily concentrated in
the third quarter (Q3). These costs, together with high repair and refurbishment costs in
that quarter and difficult climatic conditions in several of our main markets, led to a greater
than expected third quarter loss, but prepared the Company for improved performance in
Q4 and beyond.

2004 Annual Report | A World of Resources
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Our growth has been achieved while remaining focused on our
long-term objective of building a solid company for the future.

As such, our strategy remains:
* to dominate specialized drilling and expand effective capacity;

* to utilize and rationalize conventional capacity while

improving efficiency;

* to tactically expand underground capacity, especially in high-

margin specialized services;

* to build and maintain a highly cost-effective organization and a
standardized fleet while working toward reducing long-term debt

as the cycle progresses.

FY04 also saw an increased focus on corporate governance from public
companies, their shareholders, and regulatory bodies. During the year,
and subsequent to year end, Major Drilling has continued to closely
examine and augment its corporate governance processes. To name

but a few, the Company:

* continued to build a long-term succession plan for directors and

key officers;

* eliminated stock options for directors, and replaced this form of

compensation with cash payments or deferred share units;

* implemented a level of required share ownership for directors and

key officers;

* augmented its system of performance-based stock compensation by
making a large component of options granted to key officers

performance based;
* conducted Board and individual Board member evaluations;

* developed written charters for each of Major Drilling’s four
committees, together with a Board of Directors’ mandate, an Auditor

Policy, and a Code of Ethics.

We will continue to give corporate governance issues the atention that
they rightfully deserve, in an effort to ensure that Major Drilling

remains at the forefront of best practices.

We would like to express our continuing appreciation to Major
Drilling’s 1,600 employees, who are integral to our success. We also
thank our clients for their continued loyalty, our Board of Directors for
providing invaluable advice and guidance, and our investors, whose
support we look forward to rewarding with increased shareholder value
in the years ahead. Your Company is truly a global operation. With the
increase in exploration spending, investments in our equipment, and
the wide diversity and expertise of our human resources, Major Drilling

is truly capable of delivering A World of Resources.

Y

Frank M*Kenna Francis M‘Guire

Chairman of the Board President and Chief Executive Officer

2004 Annual Report | A World of Resources




Report on Operations

Major Drilling has grown to become the drilling contractor of choice

to many of the world’s largest mining and exploration companies
through a focus on service and responsiveness to their drilling needs
around the globe. The Company has grown and built its record of
success through the development of skilled and dedicated personnel
and providing the staff with a growing fleet of cutting-edge

specialized drilling rigs.

Drilling Revenue
FY04

Conventional

Underground

Specialized

Drilling Revenue
FY03

Conventional

DN

Underground

Specialized

In recent years, the Company has focused on six key initiatives:

1. Dominating specialized drilling services, such as
deep-hole drilling, directional drilling and mobilizations to
difficult environments and remote locations. This segment of the
business, which has the greatest growth potential, allows Major
Drilling to exploit its primary competitive advantages — specialized
equipment, skilled and innovative personnel, financial capacity
and global reach, all significant barriers to entry for smaller

locally based firms.
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2. Tactically expanding our underground drilling
capacity for both definition drilling (used to further define the
ore body for engineering and operational mine plan purposes)
and development drilling (involving extensive, systematic drilling
to delineate the economic potential of an ore body). Underground
drilling contracts are typically of longer duration than surface
drilling contracts, providing more stability to the Company’s
revenue stream. They also provide a tactical point of entry that
can often expand to encompass all of a client’s local

drilling requirements.

3. Utilizing our capacity in conventional drilling, which is
primarily focused on surface exploration. With a focus on
greenfield exploration, this business segment is typically the most
affected by industry downturns and upturns. Therefore, it offers

significant operational leverage as the sector recovers.

4. Building a highly cost effective organization by
standardizing our fleet as the cycle progresses. The rationalization
of the fleet and acquisition of new equipment, with an emphasis
on state-of-the-art specialized equipment, will improve productivity

and safety, and reduce operating costs and inventory requirements.

5. Developing a global work force through extensive
training and recruitment. The Company has been
successful in creating new pools of drillers in countries such as

Chile, Mexico and Mongolia.

6. Reducing long-term debt as the cycle progresses. Although
it is never easy to predict cyclical peaks, especially at this early
stage, FY04 was a year in which capital and cash flow were
directed at building our capacity for growth. We will continue
this expansion, but at a slower pace in FY05, and will be putting

greater emphasis on long-term debt reduction thereafter.




Regional Drilling Revenue

FY04
South &
Central America
K Australasia &
Africa
North America

Demand for drilling services can be driven by either base metals or
gold, and the Company’s drilling equipment is equally suitable for

drilling for any of these commodities.

As the chart below shows, we are currently very early in the cycle,
with worldwide exploration expenditures for non-ferrous metals
having grown from US$1.9 billion in calendar 2002 to US$2.4
billion in calendar 2003. The last cyclical peak in exploration

expenditures, at some US$5 billion, occurred in 1997 and was

Worldwide Non-Ferrous Exploration Spending

(in billions US$)

1997 1998 1999 2000 2001 2002 2003

Source: Metals Economics Group

e 4
Drilling Group International Inc.

Regional Drilling Revenue

FY03
South &
Central America
Australasia &
Africa
North America

driven primarily by gold exploration. The beginning of this cyclical
recovery was again driven by gold, as prices pushed through

US$300 per ounce in 2002.

However, in this recovery there has also been a strong resurgence of
base metal prices in the latter half of 2003, which will add another
significant layer of demand for drilling services in calendar 2004

and 2005.

2004 Annual Report | A World of Resources




Report on Operations

Our People

In a world where technical progress is never ending, people

remain the Company’s most important resource.

The skill and productivity of individual drillers is the most
important determinant of success in this industry, where labour

averages some 35% of direct costs.

During the year, Major Drilling made significant progress in
developing a global work force. The Company invested in
recruitment and training in South and Central America,
Indonesia and Mongolia, and made significant investments in
human resource management and training in Canada. Without
these investments and people, the Company could not have

shown the growth it showed in FY04.

As the level of demand for drilling services continues to expand,
it is increasingly clear that the Company’s ability to respond will
depend less on capital or equipment, and more on the ability to

expand, train and develop the Company’s pool of qualified and

capable drillers.

n 2004 Annual Report | A World of Resources

Safety

If people are the Company’s most important resource, then concern
for our people’s safety and well-being are at the heart of our
operating philosophy. In one of the most demanding and
dangerous industrial sectors, Major Drilling’s safety record

demonstrates this commitment to our people.

Major has invested heavily over the last several years to ensure
the Company is at the forefront of safety-related training and
equipment development, with impressive results. This year the
Company saw substantial growth as hours worked increased to
3.3 million from 2.5 million last year and, despite this 30%
increase in hours worked, our total lost days dropped by nearly

40%, from 682 last year to 414 this year.

Comparing the current year’s performance to the year 2000, the
hours worked have gone from 1.8 million with 800 lost days to

3.3 million with 414 lost days.

This is an enviable record of continuing improvement, of which

the Company s very proud.

Accident Frequency Rates
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Environment

Respect for the environment is an essential part of sustainable
global development. The Canadian operation has always been a
leader in developing and implementing policies and procedures
that meet the highest standards. Those same standards are

strictly applied in all operations around the world.

The Company is particularly pleased to note that this year, the
Canadian Diamond Drillers Association appointed one of our
employees as the chair of the E3 working group. E3 is an industry
lead effort to establish national guidelines for environmental

protection in the drilling industry.

The Company is pleased that the CDDA voted unanimously, in

May of 2004, to adopt these guidelines.

Australasia and Africa

Australasia and Africa includes operations in Australia,
Indonesia, Mongolia and Africa. This region produced the
greatest revenue growth for the Company again this year, with
revenue increasing by 37% to $82.5 million from $60.0 million

last year.

This increase was driven primarily by the significant expansion
of activity in Mongolia, and to a lesser extent the expansion of
large five-year contract in Indonesia, where the Company is
drilling world-class gold/copper deposits providing both revenue
growth and stable cash flow. Revenues in continental Australia
were essentially flat year over year as a portion of the branch’s

deep hole surface fleet was redeployed to Mongolia.

2004 Annual Report | A World of Resources




Report on Operations

North America

North American revenues stayed relatively flat at $60.8 million
versus $59.4 million. The large number of competitors makes
Canada, in particular, one of the more price-competitive markets in
the world. Our strategy for this year was to focus our resources on
those segments of the market where we have the greatest competitive
advantage. The goal was to increase profitability rather than to
grow in this market place. Although more work remains to be done,

by the fourth quarter of this year our strategy began to pay off.

As the Canadian region represents a relatively larger component of
base-metal-related drilling for the Company, the recent increases in

base metal prices should increase demand for drilling services

in the region.
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South and Central America

After a slow start at the beginning of the year, South and Central
America saw strong growth in the fourth quarter of FY04, driven by
increased demand from intermediate and junior gold mining and

exploration companies, particularly in Mexico and Venezuela.

Revenues grew to $32.6 million compared to $25.1 million in the

previous year.

Activity in Chile and Argentina also picked up towards year end, and
the outlook for Chile, a copper-based mining country, looks positive
in the coming year. In March, the Company also opened a new

office in Suriname to support operations related to a three-year

drilling contract in that country.




e 4
Drilling Group International Inc.

Manufacturing

UDR, the manufacturing division of Major Drilling, is a
leader in the manufacture and design of specialized
combination drill rigs that are capable of both reverse
circulation and diamond core drilling. UDR'’s safety
equipment product line has helped increase sales even
further, as Australia has become increasingly stringent on
mine safety issues. Products such as rod handlers, rod
spinners and breakers are becoming the norm, not only in

Australia but in many other regions around the globe.

Third-party sales remained essentially flat at $17.9 million
compared to $17.7 million as a large portion of the
Company’s manufacturing capacity was directed at
inter-company sales. In FY04, inter-company rig sales

increased by $5.2 million compared to FY03.

During the course of this year, UDR introduced three new
models of specialized drill rigs. It introduced the UDR 10, a
light man-portable diamond drill rig; the UDR 100, the

world’s first heli-portable combination rig; and the UDR 300,
a very compact, transportable and user-friendly deep-hole
diamond drill rig. These new models will contribute to

UDR'’s ongoing success as it moves forward.

UDR also continued to expand the scope of its safety products.
In October 2003, UDR announced that it had entered into an
agreement with United States-based drill rig manufacturer
Schramm Inc. for the sale and distribution of the UDR-KL
Rod Handling system in the United States.

2004 Annual Report | A World of Resources
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Management’s Discussion and Analysis

Financial Summary

2004 2003 2002 2001 2000 1999 1998
(in thousands of Canadian dollars)

Revenue by region
Canada - US. $ 60825 § 59360 § 45530 § 51,078 § 43491 § 57588 § 59,128
South and Central America 32,551 25,119 17374 32,289 29,375 23,304 28546
Australasia and Africa 82,537 60,033 35,738 32,293 29,588 42 449 36,034
Manufacturing net of eliminations 17919 17,656 10,468 14,233 14,128 17 438 22,833
Total 193,832 162,168 109,110 129,893 116,582 140,772 146,541
Gross profit 46,718 39,571 24348 36,208 30,113 36,552 45,861
Gross profit as a percentage of revenue 24.1% 24.4% 22.3% 27.9% 25.8% 26.0% 31.3%
General and administrative expenses 24,065 21,360 20,312 21,721 26,421 26,251 25,327
G & A as a percentage of revenue 12.4% 13.2% 18.6% 16.7% 22.7% 18.6% 17.3%
Earnings (Loss) from continuing operations* 5,564 2,982 (7,011) 1,485  (6,077) (302) 8,466
Write down of investment and goodwill - - (2,468) (6,928) - - -
Net (loss) recovery from discontinued operations - (450) 141 (3,823) 5,885 (13,861) 465
Net earnings (loss) 5,470 2,532 (9,938) (9,268) (194) (14,163) 8,931
EBITDA from continuing operations* 21,145 15,760 2,555 13,025 3,767 8,343 22,481

*before write down of investment, goodwill and non-controlling interest

This discussion and analysis of the Company’s financial condition
and results of operations should be read in conjunction with its
consolidated financial statements and accompanying notes from
fiscal 2004 and 2003.

This annual report may contain forward-looking statements that
involve a number of risks and uncertainties, including statements
regarding the outlook for the Company’s business and results of
operations. By their nature, these risks and uncerlainties could

2004 Annual Report | A World of Resources

cause actual results to differ materially from those indicated.
Such factors include, without limitation, the various factors set
Jorth in the Management’s Discussion and Analysis and as
discussed in public disclosure documents filed with Canadian
regulatory authorities.

Major Drilling disclaims any intention or obligation to update or
revise any forward-looking statements, whether as a result of new

information, future events or otherwise.
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Corporate overview

The metals and minerals drilling industry is reliant on demand from US$300 per ounce level in April 2002, the senior gold mining

two primary categories of commodities: gold and base metals. Ina companies, and to a lesser extent, the intermediate gold producers
positive commodity pricing regime, either one of these metal groups moved back into exploration and development early in FY03.

can, by itself, bring the contract drilling sector to capacity. Base metal prices remained relatively low throughout the fiscal

year, and consequently the increased demand for drilling services
Over the past several years, the outlook for the metals and minerals

came mainly from gold-related exploration.
sector has improved significantly. With gold prices moving up from

alow of US$250 per ounce in mid-2001 through the important

Gold Prices (US$/oz) Copper Prices (US$/1b)

$1.50
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Nickel Prices (US$/Ib)
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Management’s Discussion and Analysis

In FY04, gold prices continued to strengthen, bringing junior gold
exploration companies into action and contributing to demand

during FY04, particularly in the fourth quarter.

Drilling Revenue by Commodity
FY04

Other
” GOId

Drilling Revenue by Commodity
FY03

Base Metals
and Minerals

Other

Gold

Base Metals 40%
and Minerals

Base metal prices began to recover in the latter half of calendar 2003,
providing intermediate and junior base metal exploration companies
access to capital markets. It typically takes six to nine months before
the expenditure of this capital begins to impact the demand for
drilling services and consequently there was not a meaningful

increase in base-metal-related drilling demand in FY04.

2004 Annual Report | A World of Resources

Results of operations

Total revenue for the fiscal year ended April 30, 2004 was $193.8
million, up almost 20% over the $162.2 million reported last year.
Drilling revenues increased by $31.4 million to $175.9 million from
$144.5 million in FY03. Third-party sales from manufacturing were
essentially flat at $17.9 million compared to $17.7 million last year
as a significant portion of the Company’s manufacturing capacity
was directed at inter-company sales to the drilling division.
Inter-company rig sales were $5.2 million higher in FY04

compared to FY03.

With the increased level of sales in FY04, gross profit was $46.7
million compared to $39.6 million in FY03. Gross margin percentage

for the year was basically flat at 24.1% compared to 24.4% last year.

Demand from both senior and junior gold companies was strong in
the second half of the fiscal year, putting a strain on operations in
both the third and fourth quarters. In the third quarter of FY04, the
Company prepared a record number of drills to respond to increased
demand in the fourth quarter and beyond. A number of “mothballed”
drill rigs were brought back into service, significantly increasing
repair and mobilization costs in that quarter. This increased level of
demand also created pressure on the availability of experienced drill
crews, and less experienced drillers were pressed into service, resulting

in lower labour productivity and negatively impacting margins.

While the increased demand allowed the Company to increase
prices, gross margin percentages in all regions were impacted by
labour availability and productivity issues, and the costs of
reconditioning previously idle rigs. Costs associated with
recruitment, training and safety also increased year over year.

To some extent, the Company sacrificed productivity for growth in
FY04. As the new crews settle in, productivity is expected to improve

over the next several quarters.
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Canada-U.S. drilling revenues were relatively flat at $60.8 million
compared to $59.4 million last year, reflecting a relatively larger
dependence on base-metal-related drilling, where recent price
increases in these commodities have just begun to affect drilling

demand in the region.

Canada-U.S. drilling gross profit percentage decreased marginally
in FY04 compared to FY03, as a large, higher margin contract
carried out in the U.S. in FY03 was not replaced. In addition,
expected margin improvements resulting from staff training
programs and the deployment of new equipment on a number of
low priced, longer-term Canadian drilling contracts did not fully
materialize. All of these lower priced contracts will expire by the end

of the 2004 calendar year.

Revenue Distribution
FY04

South &
Central America

North America '

Manufacturing

Australasia &
Africa

Revenue Distribution
FY03

South &
Central America
Australasia &
Africa
North America \/
Ma

nufacturing

Revenues from drilling in Australasia and Africa increased over 37%
to $82.5 million from $60.0 million in FY03. This increase was
driven primarily by the significant expansion of activity in Mongolia,
and to a lesser extent, the expansion of the Indonesian contract.
Revenues in continental Australia were essentially flat year over
year as a portion of the branch’s deep hole surface fleet was

redeployed to Mongolia.

Australasian and African gross profit percentage decreased slightly

compared to the previous year.

In Australia, operational factors relating to the return of seasonal
rains in the northern regions after a hiatus of several years, and
single shifting due to a major customer re-working its drill

programs depressed margins.

In Indonesia, increased material costs compared to the prior year,
when lower cost inventory from the Indonesian acquisition was
being consumed, contributed to reduced, but still strong,

margins in that region.

In South and Central America, revenues increased $7.5 million to
$32.6 million compared to $25.1 million in the prior year. This
increase was driven by very strong growth in activity by junior gold
exploration companies in Venezuela and Mexico, which more than

offset reduced levels of activity in Chile and Argentina.

Gross margin percentages in the South and Central American region
increased slightly. This region was the most affected by increased
mobilization and repair costs in FY04 as at the end of January some
43 rigs had been prepared and committed to projects, compared

to 23 rigs at the same time last year. Since the costs to bring
“mothballed” rigs back into service will not reoccur on the same
scale, going forward margins should continue to improve as the

Company moves forward in the cycle.
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Management’s Discussion and Analysis

It is clear, as the Company continues to manage growth as it moves
deeper into the cycle, that developing its human resources will be its
biggest challenge. Over the past two years, the Company has
developed and trained new local drillers in South America and Asia.
As well, this year, the Company made significant investments in
recruitment and training in Australia and Canada. Major will
continue these efforts to ensure the Company is able to meet future
growth requirements and also improve operating performance

and productivity.

General and administrative expenses increased to $24.1 million
compared to $21.4 million last year due to the establishment of
branches in Turkey, Suriname and Nicaragua, expansion of the
Mongolian and Indonesian branches and volume-related cost
increases in the Company’s overall operations. Although a marginal
increase in G&A expenses is expected in FY05, the Company now has

the infrastructure in place to accommodate significant future growth.

Other expenses remained relatively flat at $2.0 million compared to
$2.1 million last year. Increased costs due to training and
productivity improvement programs and increased bonus provisions
related to the Company’s improved profitability, were offset by gains

on sales of temporary investments.

The income tax provision for FY04 was $3.2 million compared to
$1.9 million for last year as a result of the increased profitability of
the Company. The utilization of previously unrecognized losses in
regions where the profit outlook has improved, and lower effective
foreign tax rates tended to offset the impact of non-recognition of
tax benefits related to losses in non-profitable regions, with the
result that the effective tax rate in FY04 was 36.8% compared to
43.5% in FY03.
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Seasonality

Major Drilling’s operations exhibit a seasonal pattern that reflects
the current geographic distribution of its operations. The
Company’s fourth quarter (February to April) is its strongest as
activity increases in Northern and Central Canada, where winter
roads permit access to remote exploration sites. During this period
of time, South America is in the summer season, which provides the
best drilling conditions and the greatest activity levels for high
altitude drilling in that region. The third quarter (November to
January) is normally Major Drilling’s weakest quarter due to the
shutdown of mining and exploration activities for extended periods

over the holiday season, particularly in South and Central America.
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With the exception of the third quarter, the Company expects FY05 to
exhibit comparatively less seasonality in quarterly revenues, since a
relatively higher proportion of drilling revenues will be coming from
regions with more temperate or tropical climates that are not

impacted by winter weather conditions.

Liquidity and capital resources

The Company’s ongoing requirements for cash consist principally of
amounts required for working capital, to finance capital expenditures
and to fund debt service requirements. Cash flow used in continuing
operations for FY04 was $1.0 million compared to cash flow from

continuing operations of $12.8 million in FY03 as increased demand
resulted in an expansion of inventory levels, particularly in Mongolia

and Indonesia, and increased receivables.

In August 2003, the Company issued 5 million common shares by
way of private placement, to raise net proceeds of $24.9 million to
finance growth, for repayment of debt and for general corporate

purposes, including working capital.

A Canadian chartered bank has made three credit facilities available
to the Company. The maximum amount available under these facilities
is $32.2 million and is available subject to the Company meeting
certain covenants relating primarily to its financial position. The
Company also has credit facilities available in Chile and Australia

amounting to $1.7 million.

The operating lines total $21.7 million ($20.0 million from the
Canadian chartered bank) and are secured by the Company’s trade
accounts receivable and inventories. At April 30, 2004, the Company
had utilized $10.5 million of these lines, compared to $10.8 million
at April 30, 2003.

The second facility is a $5.0 million non-revolving term line for
equipment acquisitions. At April 30, 2004, the Company had utilized
$2.2 million of this line. Draws on this line are amortized over

five years.

The third facility is a $7.2 million non-revolving term line
established to assist in the acquisitions of similar businesses. At April
30