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2008 was a mixed year for your Company with progress achieved earlier in the year
curtailed by the global financial and commodity crises which developed towards year end.
Sparton continued to focus its activities on developing its secondary uranium evaluation
and recovery programs in China, and continued those in Hungary, and southern Africa and
several other countries. In addition through its offshore subsidiary, Sparton Energy Inc. it
initiated the acquisition of a profitable germanium coal producing operation in Yunnan,
China where the initial uranium recovery operations from waste coal ash are expected to
begin.

On the metals front, exploration completed on the Luxi Gold project in China located two
new promising zones that will require additional drilling. In early 2009 the Luxi project was
in the process of being restructured and Sparton expects to increase its interest from 39%
to 47.2% and re-assumed operatorship of the program.

In the United States and Mexico field programs also generated positive results at the SBD
and Sierra Rosario projects. Sparton vested its full 51% interest in the latter joint venture
with International Northair Resources.

After achieving record highs early in 2007 and early 2008, world commodity markets and
prices declined steeply in the second half of the year and there was a severe retrenchment
in overall exploration activity which dropped severely in the last quarter of the year. As a
result, equity markets became extremely thin and there was a major decline in junior
resource company share prices and new financings became extremely difficult.

In contrast however, the values for core commodities where Sparton is active (uranium,
germanium, gold and silver) stabilized or actually strengthened in the latter part of the year.
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Precious metal prices reached near all time highs in 2008 as the global currency crisis
encouraged many investors to hedge their assets into gold.

In the case of germanium, the value of this technology and clean energy related metal
actually increased by over 25% in Q3 of 2008 due to supply shortages from zinc refiners
after the collapse of the zinc market. Currently germanium prices are approximately 10%
higher than the same time period in 2008.

These high prices have continued into 2009 and will support the Company decision to focus
on exploration and development programs for these metals.

While the price of uranium also fell severely in 2008, Asian demand in particular continues
to be strong and Sparton is in a very good position to develop its secondary recovery
projects with very low capital and operating costs compared to conventional mining. It also
became apparent during the year that a number of very large energy groups were
considering entering the secondary uranium recovery sector particularly in the phosphate
industry. In late 2008 Sparton received a patent in China for a process design for the
recovery of uranium from phosphate.

The coal ash evaluation and testing programs initiated first in Yunnan progressed well with
positive results in 2008 and final bulk testing and feasibility work is planned in 2009 on the
Lincang area waste piles.

In early 2009 one new and very large possible source of high uranium coal ash was
identified in the Heshan area of Guangxi Province China. This ash is planned for evaluation
and possible bulk testing during 2009. The waste ash in this area has the potential to
become a major source of uranium and any recovery programs will receive full support as
environmental cleanup projects.



The general program is continuing and is expected to expand in other venues, particularly Europe where new radioactive
ash deposits have been identified.

The Lincang germanium production opportunity, directly linked to the uranium bearing waste coal ash work was
recognized and developed by Sparton’s China based staff, and in early 2008 the Company executed preliminary
agreements to acquire the profitable coal and germanium producer “Huajun Mining” in the Lincang area.

Completion of this acquisition will provide Sparton with immediate cash flow from germanium production and direct
access to an ongoing supply of uranium bearing waste ash. The Germanium market has expanded steadily in the past
three years with strong demand from the growing semiconductor industry, particularly in Asia. Prices for germanium metal
and compounds have more than doubled since 2005 and world market is expected to remain strong for the foreseeable
future even in the current depressed market for other commodities.

“the values for core commodities where
Sparton is active (uranium, germanium,
gold and silver) stabilized or actually
strengthened in the latter part of the year.”
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The Company maintained its other energy related assets in good standing, including the minority interest (with major
partners ExxonMobil and Shell) in the undeveloped Chebucto natural gas field in offshore Eastern Canada. Natural gas
(and all hydrocarbon) prices were very high in mid 2008 but by year end had dropped substantially. As a Tier 3 field in
the Scotia Offshore Energy Project, Chebucto development if approved by Exxon Mobil is not scheduled until the period
2010-2012. There was however, renewed interest in exploration in the Chebucto area and in October 2008 two large
exploration licences were issued to the west and south of the Chebucto Significant Development Licences.

Sparton’s royalty interest in the undeveloped Blizzard uranium deposit in British Columbia was impaired in April 2008
when the British Columbia Government, once again, announced that it would effectively ban all uranium exploration and
development programs in the province. The current owners are in litigation for compensation after receiving advice that
their development program would not be grandfathered. The outcome of this litigation could create value for the Sparton
royalty.

At the Luxi Gold Project in Yunnan China, Starry Limited and its parent company Zhao Jin Mining took over operations at
Luxi late in the 2007 year, and operated the work programs through 2008.The final payment for sale of a 41% share
interest in Luxi which was expected in 2008 but was not received from Starry and Sparton is renegotiating its position at
Luxi to convert this payment back into an additional share interest in the project and operator control. This may result in
the Company’s interest increasing to 47.2%.

During the first quarter of 2008 Yunnan Sparton also received revenue of 750,000 RMB (approximately $CAD129,000)
from sales of oxide (soil) gold ore to the local heap leach gold mine.

New opportunities were also evaluated in China, Mongolia, the United States, Mexico and Canada. Sparton’s ongoing
strategy is to increase shareholder value by bringing these projects to full feasibility evaluation and into commercial
production.

Company Management, on behalf of the board would like to thank our staff, shareholders, and financial partners for their
continue diligent efforts and ongoing support in helping to build Sparton into a successful operating organization.



Project Review, 2008

During 2008, once again Sparton took the lead in a number of
new directions and successfully added new value to its asset
base. The planned acquisition (to be completed in 2009) of a
highly profitable germanium producing operation with solid
growth potential is an example of Sparton’s team recognizing
opportunities in emerging commodities which are not part of
the mainstream resource field. It has also pioneered the future
cleanup of radioactive waste coal ash sites in several
countries and received strong support for this environmentally
positive program.

Sparton’s approach to mineral property and resource project acquisition will be to continue to target only semi–advanced
stage properties with identified, but under explored mineral occurrences that can be increased in size to a threshold that
makes them attractive targets for producers.

In China, the Company continued to strengthen its strong strategic relationships and partnerships directly with senior
Chinese organizations. In particular, Sparton’s relationship with the China National Nuclear Corporation expanded in
2008 with the formation of a new Sino foreign JV company in Yunnan Province to develop the first uranium extraction
project from waste coal ash in the Lincang germanium area.

These new operating vehicles were formed in early 2008 in Yunnan Province. The joint venture company Yunnan
Sparton New Environ Tech (“YSNET”) will be used for uranium production from waste coal ash with the China National
Nuclear Corporation (ARCN) as partner. The second company, Yunnan Blue Bay Mining (“YBB”) is a local wholly owned
foreign enterprise company which will own the 85% share interest in Huajun Mining Company, the germanium - coal

Germanium Operations
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foreign enterprise company which will own the 85% share interest in Huajun Mining Company, the germanium - coal
producer in the Lincang area. Sparton’s offshore 100% owned subsidiary company Sparton Energy Inc. (“SEI”) currently
owns 100% of YBB and 60% of YSNET.

SEI also expects to be able to participate directly in new uranium projects as that country’s internal uranium exploration
and development policies liberalize to permit foreign involvement in this sector.

The Company will also continue to identify new international resource opportunities and attract local or international
financial partners for participation in its exploration development, and acquisition activities.

Although metal prices were extremely depressed at year end 2008 significant recoveries were apparent by the end of the
first quarter of 2009. Demand for raw materials however remained relatively strong in Asia. While capital markets for the
junior mining industry have also weakened in the west, the Company still believes financing will be available for
advanced projects and acquisition opportunities with good growth potential and strong business plans.

On the precious metals front work completed on all of Sparton’s projects provided encouraging results. The Luxi Gold
Project in China is now the most advanced exploration project in Yunnan Province and drilling on the two new
discoveries in the Mabozi area and Guanming areas is expected to continue in 2009 under Sparton’s direction.

At the SBD, Nevada USA Project a modest reverse circulation drill program completed in 2007 resulted in a
reinterpretation of the old drill data and confirmation of a semi continuous mineralized gold system that requires
extensive fill-in drilling in to define a commercial volume of mineable mineralization. Subject to financing, this work is
expected to take place in 2009.

At the Sierra Rosario high grade silver–gold project in Sinaloa Mexico, joint ventured with International Northair Mines
Ltd., new work identified two new zones which were made accessible after the completion of new access roads
completed during the year. Sparton is fully vested in this project with a 51% interest and Northair is now responsible for
its 49% share of costs.

During the year your company continued to investigate new mineral and energy opportunities that were compatible with
its objectives and operating strategy, including the identification of other areas of uranium bearing waste material in
Europe and elsewhere.



Going Forward into 2009

In 2009, after closing of the acquisition of the germanium producing coal operations in Yunnan China, it is anticipated
that additional germanium production may become available. As well, completion of bulk testing and uranium extraction
programs on Lincang waste ash are expected to lead to scoping or prefeasibility level reports and recommendations to
proceed further. Design of a bulk test plant was completed in 2008 and a agreement for construction and commissioning
of this facility was signed with the China National Nuclear Corporation Number 4 Engineering Institute late in the year.

Financial Highlights

On the financial front, in early 2008 Sparton received gross proceeds of CAD$1,002,500 from a non-brokered private
placement financing by issuing 4,100,000 units at a subscription price of $0.25 per unit. Each unit consists of one
common share and one common share purchase warrant. Each warrant entitles the holder to acquire one common
share of the Company until January 14, 2009 at a price of $0.38 per share, subject to the right of the Company to
accelerate the expiry date of the warrants under certain circumstances.
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In early October 2008, SEI executed a Bridge Loan Agreement with Quam Securities of Hong Kong for USD $2,000,000

The Loan is for a principal amount of $USD2 million, will carry interest at 10% annually and is repayable on or before
maturity on March 31, 2009. The maturity date was extended to June 30, 2009 under certain conditions. The loan will be
repaid out of proceeds of funds from the Convertible Debenture sales. SEI intends to repay the Loan when US$ 5 million
in Convertible Debentures are sold. Quam has indicated it intends to subscribe for US$2 million of the Debenture
Financing.

SEI and the Company are providing security for the Convertible Debentures to both Quam and any debenture holders in
the form of a guarantee backed by the Huajun shares, SEI’s interest in the agreements and operating vehicles related to
the secondary uranium recovery programs in Yunnan, and the Company’s estimated 6% working interest in the
Chebucto gas field offshore of Nova Scotia, Canada. This security will be removed under certain terms and conditions
related to repayment of the Loan and financial performance of SEI’s operations in China.

Quam continued to market the debenture issue into 2009 mainly in Asia and Company management is confident new
funds will be raised in 2009 to execute the business plans for the germanium production and secondary uranium
recovery programs.

Expenditures on all projects were generally within budgets and Sparton continued to operate with very low head office
and administrative costs. We have sufficient funds to continue through 2009 and it is expected to organize new financing
during that year for new or advanced programs and acquisitions as required, according to market conditions.

The Company Financial Statements and Management Discussion and Analysis for the year ending December 31, 2007
are presented as a separate document which accompanies this Annual Report for the 2008 year.

On the investor relations front, the Company continued to keep shareholders and potential investors informed through its
website www.spartonres.ca. Complete information about the Company, its projects, and corporate information is
available here or through the Canadian ‘Sedar’ electronic information system for public companies, www.sedar.ca.

Management continues to work toward advancing Sparton's active programs and pursuing new financing opportunities,
particularly in the secondary uranium recovery sector worldwide.
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Bulk Test Pilot Plant

During 2008, the Company’s secondary uranium recovery
programs in China and Europe progressed with encouraging
results. Test work on Lincang area ash in Yunnan achieved
uranium recoveries of over 75%. A bulk test plant and flow
sheet was designed and construction contracted to the Nuclear
Engineering subsidiary of CNNC. This confirmed the
effectiveness of the extraction process for uranium from this
material.

In early 2008, Sparton’s China registered subsidiary company 
was also granted a patent by the China Patent Bureau for “the 
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was also granted a patent by the China Patent Bureau for “the 
extraction of radioactive uranium from coal ash”.  
The Company also secured exclusive rights for its China based group to process all coal ash produced by, or in
storage at the Guodian Xiaolongtan Thermal Power Plant in central Yunnan Province PRC. Advanced testing and
sampling of Xiaolongtan ash is underway to reduce the acid consuming components and improve the economics of a
potential long term uranium extraction program from this area. Currently flotation tests have successfully removed
about 1/3 of the lime and increased the uranium grade by over 50%. Tests using a combination of flotation and high
intensity magnetic separation are now underway on this ash and results are expected by mid 2009.

The Eurash Joint venture with Wild Horse Energy evaluated the Ajka, Hungary waste ash piles but results for
extraction of the acid consuming components were not encouraging.
Also in 2008, the Company signed an agreement to evaluate the extraction of uranium from waste material controlled
by a germanium producer in the Lincang Area, also in Yunnan Province. The Lincang Area hosts at least two large
coal basins (Bangmai and Mengwang) which contain highly anomalous amounts of uranium and germanium ("Ge").
Currently these support five germanium operations which are producing large amounts of uranium bearing waste ash.
There is a large government controlled radioactive waste ash area which is owned a company doing secondary
germanium recovery from this material. Sparton’s local operating subsidiary has submitted an operating plan and
expects to execute an exclusive agreement to process this waste for uranium recovery in early 2009.

Initial test work on the Lincang area ash has produced favourable uranium recoveries of over 70%. In Q1 2008 the
Company’s process engineering consultant, Lyntek Inc., began the design of a bulk testing pilot plant to further test a
large sample of Lincang ash, with the objective of completing a prefeasibility study by year end. An agreement was
signed in November 2008 with Number 4 Nuclear Engineering Institute of CNNC for the construction of this pilot plant.

The ARCN-Sparton program to evaluate non-conventional sources of uranium in China continued through the year
2008. The program and agreement continues to receive strong support as an environmentally positive program
Lyntek Inc. based in Denver Colorado USA, a leading engineering company in the design of process plants for uranium
extraction from various sources continued to provide services to Sparton.
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In March 2008 the Company, through its wholly owned subsidiary in Yunnan signed a Share Purchase Agreement to
acquire an 85% share interest in Hua Jun Coal Industry Co. Ltd. (“HJ”) a private Yunnan based coal and germanium
producer. Hua Jun is the second largest germanium concentrate producer in the Lincang area of Yunnan, and also
produces locally marketed thermal coal from one of its three operating coal mines in the area.

The closing of the purchase has received required government approvals for the share transfer. Hua Jun’s operations
are profitable and Sparton’s engineering studies have indicated that significant upgrades can be made to improve
efficiency and cash flow. As of the date of this report Sparton had acquired a 17% share interest in Huajun and subject to
financing expects to be able to complete the 85% acquisition by Q2 2009.

The germanium market has grown steadily for the last three years and the price for germanium metal has increased
from about $USD600 per Kg in 2005 to over $US1500 per Kg in late 2008. Demand continues to remain strong. With the
decreased production form Zinc refiners, late in 2008 the Ge price increased by over 25% to about $1500 per kilo. By
early 2009 it had stabilized in the $US11-1300 per Kg price range

Along with the ever-increasing need for high performance and lightweight technology applications, the demand and price
for Germanium has grown quickly. It is used in manufacturing many products we use daily, including wireless
communications, synthetic fibers, semiconductors, and plastics. Its importance has not been widely recognized by the

High Grade URANIUM –
COPPER Boulders
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communications, synthetic fibers, semiconductors, and plastics. Its importance has not been widely recognized by the
investment community.

The uranium-copper exploration program at the Whiskey project in
New Brunswick got underway in early 2008 and a 1750 metre core
drilling program to test priority targets was completed in March. In
April the New Brunswick government under pressure from special
interest environmental groups, imposed a total ban on all new
uranium exploration and development in the province.

Additional base metal surface work was undertaken in the summer
of 2008 and an interesting new copper - molybdenum discovery was
made. The claims will be retained in good standing through 2009.
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No new activities were reported in 2008 by ExxonMobil, the majority partner and operator in the Chebucto natural gas
interest held by Sparton in the Sable Island area of offshore Nova Scotia. However after a tender offering of new
exploration blocks near Chebucto was closed in October two successful groups bid a total over $C120 million dollars in
new exploration commitments in the area.

Natural gas consumption and crude petroleum prices again were very strong through most of the year but retreated
severely in Q4. This asset had been re-valued in early 2008 by a senior petroleum engineering firm as a condition for
the Quam Bridge Loan and planned convertible debenture financing for Sparton Energy. . The valuation indicated an
after tax value at reasonable discount rates and a 2010 startup at then current gas prices of from C$0.06 to C$0.35 per
share at May 2008 gas prices.

Sparton is still the only public junior exploration company in Canada that owns a percentage of a major undeveloped
natural gas reserve in the Canadian offshore Nova Scotia gas producing region. The Company believes that this asset
continues to remain an important element in its portfolio. Scheduled as ‘Tier 3’ development, possibly in 2010-2012,
Sparton’s estimated 6% unitized ownership in Chebucto should ultimately bring significant value to the Company’s
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Sparton’s estimated 6% unitized ownership in Chebucto should ultimately bring significant value to the Company’s
shareholders.

The Blizzard Uranium Deposit, located in southern British Columbia remained undeveloped during the year. In April
2008 the Government of British Columbia announced that it would prohibit any exploration or development of uranium
resources in that province for the foreseeable future. The $0.30 per pound of U3O8 production royalty held by the
Company for Blizzard has been impaired by this policy change.
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Following the 2007 agreement with Starry Limited., the BVI subsidiary of Hong Kong Stock Exchange listed Zhao Jin
Gold Mining Industry, Sparton sold to Starry a 41% interest in Yunnan Sparton Minerals Company Ltd. (YSM), the
owner of the Luxi Gold Project. Starry assumed operatorship of the Luxi Project using Zhao Jin staff effectively in
October 2007. A drilling program and surface exploration comprising approximately 23 holes in 4 locations (Bajaowa,
Guanlingpo, Mabozi and Guanming) was completed by September 2008.

The drill testing continued in Q3 2008 and was suspended at the end of the Q3 2008 period when two drill holes in the
Guanming area were completed.

Two new zones of encouraging gold mineralization were located in the Mabozi and Guanming areas. Only incomplete
independently verified assay data are available for two of four drill holes in these two areas.

The highlights of results that Sparton can report as verified by SGS, an international recognized analytical company,
include two drill holes in the Mabozi area that returned widths of 20 – 70 metres of mineralization grading 0.5-2.2 g/t
gold. No follow up drilling has been done here. The gold grades appear to improve considerably with depth and the 1500
metre long Mabozi structure will receive detailed drill testing in the future.
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Similarly in the Guanming area a surface trench tested by one metre chip samples and verified by SGS indicated a wide
zone of 35 metres averaging 1.4 g/t gold. The samples taken from two drill holes testing this area have not yet been
independently verified.

A dispute arose between the Company and Starry over the general management of the Luxi Project principally related to
Starry and its Zhao Jin staff’s refusal (for over 8 months from its assuming project management) to independently verify
assay data from the drilling program using third party assay laboratories, and properly implement a quality control and
quality assurance program to monitor analytical results in the local laboratory which Starry reactivated in early 2008.
During Sparton’s tenure as the Luxi operator it operated a similar local assay facility which was audited by SGS
Lakefield and all data reported were verified by independent analyses by SGS done on duplicate samples 10-20 % of
the samples tested.

Subsequent re-assaying in May 2008, of a large number of duplicate samples from the Mabozi and Bajaowa area drill
holes by SGS’s laboratory in Tianjin PRC revealed that the local Luxi lab operated by Starry / Zhao Jin staff had
produced incorrect data, which upon reanalysis, showed wide variations in results as compared to the SGS check
analyses. In the case of drilling results from the Mabozi area the Local Luxi Lab analyses averaged 56% lower than
those confirmed by SGS. Some SGS results in fact were as much as 140% higher than those reported by the local lab.
In September 2008 a much larger suite (164 samples) of duplicates were sent to SGS for checking. This work clearly
again revealed wide variances in results where the local Luxi lab had severely understated the gold content of the
samples. A significant number of the Luxi lab results also had higher numbers than reported by SGS, showing evidence
of possible gold contamination in the Luxi lab processing methods.

Lack of independent assay data verification has prevented Sparton from releasing what it considers to be reliable results
to its shareholders, and the Company raised this issue on several occasions to YSM management. Other issues about
the management of YSM have also been raised by the YSM shareholders to Starry / Zhao Jin Starry has also
refused to pay the final 20% of the agreed purchase price for its purchase of the YSM shares (and Sparton and 201
have requested a restructuring of the joint venture company.

Negotiations are underway and it appears that the dispute will be resolved by Q3 2009. Sparton hopes to increase it
interest in Luxi to 47.2 % and once again assume operatorship of the program and management of YSM. Additional
drilling is planned at Mabozi and Guanming once the restructuring of YSM is completed.
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Field programs were completed on the 500 ha. Rossy claim which
covers several high grade silver and gold occurrences and is
located in the famous Sierra Madre Mineral Belt of northwest
Mexico. Sparton vested its full 51% interest in the project from
International Northair Mines Ltd. Following a data compilation of all
previous work, late in 2007 a prospecting team located two new
zones of significant gold-silver mineralization in the eastern part of
the property. A new road was completed in mid 2008 to access the
newly discovered zones to support a drill program. These roads
provide access to the San Rafael zone which has not been drilled.
Future costs will then be shared pro rata by the partners.

New Discoveries 2007
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No new work except drill site rehabilitation and new site permitting was
completed at SBD in 2008. The positive 2007 SBD drilling results
confirmed the existence of an under explored zone of gold
mineralization similar in nature to that hosted in the nearby Trenton
Canyon Mine operated previously by Newmont. A comprehensive
drilling program is planned when financing is available.

Geophysical targets generated at the 100% owned Coal Canyon
Property near Lovelock but were also not tested due to a lack of
available drill contractors. We hope to test these in 2009.

Elsewhere in Nevada the Company continues to evaluate new
opportunities in this competitive exploration area.
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Sparton continues to evaluate a large number of exploration proposals, submittals and self generated opportunities.
With the new initiative to acquire a profitable germanium producer in China it will focus on developing this operation
further in 2008 and the Company has put in place an experienced operations staff with roots in the germanium
production industry in China. This team will be fully involved in the ongoing production, marketing and upgrading of the
existing operations, and also the strategy for consolidating new germanium production into the operating company. The
advanced testing of uranium bearing Lincang ash and the pilot plant program is expected to lead to a final feasibility
study in 2009 undertaken in joint venture with the China National Nuclear Corporation. In other areas we will continue
to work closely with our strategic partners to further progress our non-conventional source uranium recovery evaluation
programs.

On behalf of Company management, I would like to thank each of Sparton’s directors, employees and consultants, our
joint venture partners, and all of our shareholders for their encouragement and continued support. We all look forward
to another successful and productive year ahead with positive developments that will result in increased value for your
company. Submitted on Behalf of the Board

A. Lee Barker, President and Chief Executive Officer
Toronto, Ontario, Canada, May 10th, 2009
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The Annual General and Special Meeting of sharehold ers 
of Sparton Resources Inc. will be held on June 25, 2009 
at 11:00 AM at the Board of Trade (downtown Center)  

1 First Canadian Place, Toronto, Ontario, Canada
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Profitable Germanium Producer

Developing Uranium Production
from Waste Coal Ash

Profitable Coal Producer

Sparton Resources Inc. (SRI-TSX.V) continues to focus on
the identification of projects and properties with readily
identifiable mineral targets, or acquisition opportuniti es
having inherent value. Its objectives are to bring these to a
higher level by using advanced exploration programs or
technical innovation to increase the Company’s asset base,
and shareholder equity

Sparton staff and consultants visiting a coal-fired power plant 
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