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THIS PRCXSPECTUS CONSTITUTES A PUBLIC SE SECURITIES ONLY IN THW 
JURISDICTIONS WHERE THEY MAY BE LAWFULLY OFFERED FOR SALlE AND ONLY BY PERSONS 
PERMI= TO SELL SUCH SECURITIES. NO SEKZNTtES CQMMISSION OR, SIMILAR 
AUTHORITY IN CANADA HAS IN ANY WAY PASSED UPON THE MERITS OF THE SEZUEUTIES 
OFFERED HEWUNDER AM) ANY REPRESENTXTIQN TO THE CUMBARY IS AN OFFENCE. 

DRlE: APRIL 11, 1989 
AMENDED: June 26, 1989 

Effective nate: April 27, 1989 
EXfective Date: July 17, 1989 

W H r I ! E x N I 0 l T ~ r n .  
(the 'Issuer") 

Public offering 

New Issue 

Price to N e t  Proceeds tobe 
the public Comanissian Received by the Issuer 

Per Share $ 0.40(~) $0.05 

Total $140,000 $ 17,500 

W c e  to N e t  Proceeds to be (I) 
the public Cmmission Received by the Issuer 

Per Share 

Total 

Before deduction of the costs of the Issue, including applicable Vancouver 
Stock Exchange d Regulatory fees, es-ted to be $25,000.00. 

(2) The price of the Shares has been determined by the Issuer through 
negotiation with the Agent. 

!l%ere is no market through which these s d t i e s  may be sold. 

W s  Prospectus qualifies the Issuance of the Agent's wanmxt .  Any shares 
acquited by the Agent pursuant to the exercise of t h e A g e n t l s  warrant and 
pursuant to its guarantee may be resold without M e r  qualifications. 
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The following is a summary only and should be read in conjunction with the more 
detailed information contained elsewhere in this Prospectus. 

The offering: 350,000 Shares 
250,000 Flow-through Shares 

Price : 

The Issuer: 

$0.40 per Commrm Share to the public 
$0.05 per Common Share commission 
$0.35 net per Comnon Share to the Issuer 

$0.50 per Flow-through Share to the public 
$0.05 per Flow-through Share commission 
$0.45 per Flow-through Share to the Issuer 

The Issuer is a natural resource company engaged in the 
acquisition, exploration and development of mineral 
pmperties . 

Issued and The Issuer is authorized to issue lO,OOO,OOO common shares. 
Authorized Upon completion of this Offering, the Issuer will have 
Capital : 1,977,601 Ccmrmon shares outstanding, exclusive of any Common 

shares which may be issued at a later date. Reference should 
be made to the "Share Capital Structuren herein for further 
infoxmation on the share capital structure. 

Speculative 
Aspects : 

Investment in the Common Shares and Flow-through Shares of 
the Issuer must be considered speculative due to the nature 
of the Issuerls business and the present stage of develapment 
of its properties. The Issuer is a mining exploration and 
development company. There is no knawn body of commercial 
ore on any of the Issuer's properties and no guarantee that 
the exploration work to be carried out from the funds raised 
through this Offering will result in any of the Issuer's 
properties being put into comercia1 production. 

There is no market through which the securities may be sold. 

The Issuer has not declared dividends and any decision to 
declare dividends in the future is at the discretion of the 
Issuer1 s Boaxd of Directors. 

Some of the Directors and Officers of the Issuer are engaged 
and will continue to be engaged in the search for mineral 
resource properties on their awn behalf and on behalf of 
other corporations and situations may arise where these 
Directors and Officers may be in direct competition w i t h  the 
Issuer. Such conflicts, if any, will be dealt w i t h  pursuant 
to the Co- A c t  (British Columbia). 

After giving effect to this issue, the ofiering price exceeds 
the net tangible book value at January 31, 1989 per C o m n  
Share by $0.3445, representing a dilution factor of 86.125% 
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benefit of the Issuer and will be added to the working 
capital to develop the Issueris property. The Issuer will 
use the Exploration Funds to incur expenditures ("Qualified 
EkpendituresM) which will qualify as CEE and which also 
qualify for the incentive grant under the CEIP Act. 

It is the Issueris intention to expend the Ekploration Funds 
by March 1, 1990. Any such expenditures which are Qualified 
Expenditures may be renounced to the subscriber of Flw- 
through Shares with an effective date of December 31, 1989. 
The subscriber will be advised by the Issuer of the amount of 
Exploration Funds expended on their behalf no later than 
J a n .  31, 1991. At that time, the Issuer will also advise 
the subscribers of the amount of Qualified Expenditures 
incurred on their behalf. 

The Issuer anticipates that the first stage of the work 
program recommended by W.G, Botel, P.Eng., in his report will 
commence in May of 1989, weather and financing permitting. 

Use of Proceeds: The net proceeds to the Issuer from the sale of the C o m n  
Shares will ba used to pay for the cost of this Offering 
which is anticipated to be $25,000.00. The balance, 
combined with the monies derived from the sale of the Flw- 
thmugh Shares, for a total of $210,000 will be usedto 
conduct an exploration and develupment program on the 
Issuer's Sullivan Two Praperty, which is estimated to be 
$125,000. See "Use of ProceedsM herein far further details. 

Property held By an agreement dated September 22, 1987 between the Issuer 
bytheIssuer: andFrancisPeterOtGrady, theIssuerwasgrantedtheoption 

to acquire a 100% interest in the Jon claims located in the 
Nelson Mining Division of British Columbia. 

On m h  1, 1987 the Issuer entered into an agreement as 
amended October 12, 1988, w i t h  Orion Resources Ltd. whereby 
the Issuer was granted a 50% interest in the Sullivan Tho 
Claim located in the Nelson MCnFng Division of Etritish 
Columbia. Francis Beaumont Whiting, a promoter and director 
of the Issuer, is a director of Orion Resources Ltd. 

On March 1, 1988 the Issuer entered into an agreement as 
amended October 12, 1988, w i t h  Francis Beaumont Whiting (a 
director of the Issuer) to acquire Whiting's 50% interest in 
the Sullivan Two Claim in the Nelson Mining Division. 

For further details see "Description of Business and Property 
of the Issueru herein for complete details. 
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NAME AND INCORPORATION 

The Issuer was incorporated on December 18, 1986 by registration 
of its Memorandum and Articles pursuant to the British Columbia 
Com~anv Act. Upon the issuance of a receipt for this Prospectus 
by the British Columbia Securities Commission, the Issuer will 
become a reporting company. 

The head office of the Issuer is located at 922-510 West Hastings 
Street, Vancouver, British Columbia, V6B 1L8. 

The address of the Issuer's Registered and Records Office is 
1800-400 Burrard Street, Vancouver, British Columbia, V6C 3A6. 

PLAN OF DISTRIBUTION 

Offering 

The Issuer by its Agent hereby offers (the "Offeringu) to the 
public through the facilities of the Vancouver Stock Exchange (the 
"Exchange") three hundred and fifty thousand (350,000) common 
shares (the "Sharesu) and two hundred and fifty thousand (250,000) 
flow-through shares (the "Flow-through SharesM) in the capital of 
the Issuer. The Offering will be made in accordance with the 
rules and policies of the Exchange and on a day (the "Offering 
Daym) determined by the Agent and the Issuer, with the consent of 
the Exchange, within a period of 180 days from the date upon which 
the Shares of the Issuer are conditionally listed on the Exchange. 
The Offering Price will be $0.40 per Share and $0.50 per Flow- 
through Share. 

The Exchange has conditionally listed the securities offered 
herein. Listing is subject to the Issuer fulfilling all the 
listing requirements of the Exchange on or before October 24, 
1989, including prescribed distribution and financial 
requirements. 

Appointment of Agent 

The Issuer, by agreement (the "Agency Agreementw) dated 
October 31, 1988 as extended by an agreement dated April 11, 1989 
appointed Yorkton Securities Inc. as its agent (the "Agentu) to 
offer the Shares and Flow-through Shares through the facilities 
of the Exchange. 

The Agent has agreed to purchase any and all Shares and Flow- 
through Shares which remain unsubscribed for at the conclusion of 
the Offering Day. 

The Agent will receive a commission of $0.05 per Share and $0.05 
per Flow-through Share. 



The Agent has been granted the further privilege of a right of 
first refusal to provide any future equity financing that the 
Issuer may require or propose to obtain during the 12 months 
following the day on which the Shares and Flow-through Shares are 
conditionally listed on the Exchange. 

The Agent has reserved the right to offer selling group 
participation, in the normal course of the brokerage business, to 
selling groups of other licensed broker-dealers, brokers and 
investment dealers, all of whom may or may not be offered some of 
the commission or business derived from this Offering. 

The obligations of the Agent under the Agency Agreement may be 
terminated prior to the opening of the market on the Offering Day 
at the sole discretion of the Agent based on their assessment of 
the state of the financial markets or upon the occurrence of 
certain stated events. 

There are no payments in cash, securities or other consideration 
being made, or to be made, to a promoter, finder or any other 
person or company in connection with the Offering other than 
disclosed herein. 

Agent's Warrants 

The Agent has agreed to purchase any Shares and Flow-through 
Shares which remain unsubscribed for at the conclusion of the 
Offering and, in consideration therefor, the Issuer has agreed to 
issue to the Agent, immediately following the Offering Day, a non- 
transferable share purchase warrant ("Agent's WarrantN). The 
Agent's Warrant shall entitle the Agent to purchase up to 150,000 
common shares of the Issuer as follows: 

(i) at a price of $0.40 per Share, at any time up to 
the close of business one year from the date of 
listing of the Issuer's shares on the Exchange; 
and 

(ii) at a price of $0.46 per Share, at any time 
thereafter, up to the close of business two 
years from the date of listing of the Issuer's 
shares on the Exchange. 

The Agent's Warrant will contain, among other things, anti- 
dilution provisions and provisions for appropriate adjustment in 
the class, number and price of shares issuable pursuant to any 
exercise thereof upon the occurrence of certain events, including 
any subdivision, consolidation or reclassification of the shares 
of the Issuer, or the payment of stock dividends. 



Additional Offering 

This Prospectus qualifies the issuance of the Agent's Warrant. 
Any shares acquired by the Agent pursuant to the exercise of the 
Agent's Warrant and pursuant to its guarantee, may be resold 
without further qualification. 

Miscellaneous 

The directors, officers and other insiders of the Issuer may 
purchase Shares and Flow-through Shares from the Offering. 

SHARE CAPITAL STRUCTURE 

Amount Out- Amount to be 
Am>unt Out- standing as of Outstanding on 

Designation Amount standing as of the date of Completion of 
of seclar;rjy: I * this pm-c- m e  Offering 

Commn Shares 10,000,000 1,377,601 1,377,601(~) 1,977,601(~) 

Notes : 
( 1) Of these shares, 750,000 shares are being held in escmw pursuant to an 

agreement between the Issuer, b m  directors of the Issuer and the Issuer's 
Transfer Agent. Reference should be made to the heading "Escrclwed Shares8' 
herein for further details regarding these shares. Qne share of the 
Issuer was issued to the initial subscriber of the Issuer for nominal 
value. The mmahhg 627,600 shares of the Issuer have all been 
subscribed for at a price of $0.25 per share and are subject to voluntary 
pooling restrictions. Reference should be made to the heading "Pooled 
Sharesu herein for £urther details. 

This figure represents the shares that will be outstanding upon completion 
of this Offering. If all of the director and employee stock options are 
exercised, a further 197,760 shares of the Issuer will be issued netting 
the Issuer an additional $79,104. If the Agent's Warrant is exercised a 
further 150,000 Shares of the Issuer will be issued netting the Issuer 
either an additional $60,000 if the Agent's Warrant is exercised in the 
first year of its 2-year texn, or an additional $69,000 if exercised in 
the second year of its term. 

(3) Before deduction of the costs of this issue, including applicable Exchange 
and Regulatory fees, estimated to be $25,000. 

(4) For the seven month period ended January 3 1, 1989 the Issuer had a deficit 
of $88,968 at the end of the period. For the year ended June 30, 1988 the 
Issuer had a deficit of $67,118 at the end of the period. From the date 
of incorporation on December 18, 1986 to June 30, 1987 the Issuer had a 
deficit of $17,325 at the end of the period. 



PRIOR SALES 

Since incorporation, the Issuer has sold the following shares for 
cash, all of which where sold in the past 12 months: 

Number of Price per Total Commission Cash 
Shares Share Paid Received 

Nil 
Nil 
Nil 
Nil 

Notes : 

(1) Additional information about these shares is recorded under 
the heading "Escrowed and Pooled SharesM herein. 

(2 Flow-through Shares acquired by certain shareholders of the 
Issuer which entitle the respective owners of such shares 
to claim exploration expenses incurred by the Issuer as a 
qualified Canadian Exploration Expense under the Income Tax 
&& (Canada). The Issuer is therefore not entitled to the 
tax advantage of claiming exploration expenses to the 
extent of the $92,500.00 received for those shares. 

ESCROWED AND POOLED SHARES 

Designation - 
Common Shares- 
Escrowed 

Number of Percentage 
Shares - 

Escrowed Shares 

As of the date of this Prospectus, 750,000 shares of the Issuer 
are held in escrow by the Guaranty Trust Company of Canada for the 
beneficial interest of Francis Beaumont Whiting and Terry Lewis 
Eldridge. 

The escrow restrictions provide that the shares may not be traded 
in, dealt with in any manner whatsoever, or released, nor may the 
Issuer, its transfer agent, or escrow holder make any transfer or 
record any trading of the shares without the consent of the Super- 
intendent of Brokers for British Columbia (the "Superintendentu) 
or, while the Shares are listed on the Exchange, the consent of 
the Exchange, any shares not released from escrow before the 
expiration of ten years from the date of the receipt issued by the 
Superintendent of Brokers for this Prospectus in respect of which 
the escrow agreement was entered into shall be cancelled. 



Pooled Shares 

627,600 issued common shares of the Issuer were sold for $0.25 
per share. These shares have been pooled by the holders thereof 
pursuant to voluntary pooling agreements made between such holders 
and the Guaranty Trust Company (the "Pooling Agreementstt). 

The Pooling Agreements provide that these shares may not be sold 
or released except on the following terms: 

(a) 25% of the shares will be released upon commencement of 
trading of the shares of the Issuer on the Vancouver 
Stock Exchange (the "First ReleaseN); 

(b) 25% of the shares will be released three months 
following the First Release; 

(c) 25% of the shares will be released six months following 
the First Release; 

(d) 25% of the shares will be released nine months following 
the First Release; 

subject to such earlier release as may be permitted by the 
Superintendent. 

The complete texts of the escrow agreements and the pooling 
agreements are available for inspection at the Issuer's registered 
and records office, 1800-400 Burrard Street, Vancouver, British 
Columbia, V6C 3A6 (see "Material Contractstt) during the Offering 
and for a period of 30 days thereafter. 

RISK FACTORS 

Dilution 

The following table reflects the dilution which will result from 
the purchase of the Shares and Flow-through Shares from this 
Offering : 

Offering Price per Share ............................ .$0.40 
Net tangible book price before the Offering ..........$ 75,433 
Increase of net tangible book value 

...................... attributable to the Offering $210,000 
Net tangible book value after the Offering ...........$ 285,433 
Dilution to the subscribers . . . . . . . . . . . . . . . . . . . . . . . . . .$ 0.3445 
Percentage of dilution in relation to 
the Offering Price ................................. 86.125% 



Dilution ner Flow-throuuh Share 

................ Offering Price per Flow-through Share $0.50 
Net tangible book value before the Offering .,.........$ 75,433 
Increase of net tangible book value ....................... attributable to the Offering $210,000 ........... Net tangible book value after the Offering $285,433 

......................... Dilution to the subscribers $0.4445 
Percentage of dilution in relation to ................................. the Offering Price 88 -90% 

Risks Inherent in Mining 

Exploration for economic deposits of minerals is subject to a 
number of risk factors. While the rewards to an investor can be 
substantial if an economically viable discovery is made, few of 
the properties which are explored are ultimately developed into 
producing mines. If the Issuerts exploration programmes are not 
successful, a purchaser of shares may lose his entire investment. 

The Issuerts properties are in the exploration and development 
stage only and are without a known body of commercial ore. There 
can be no assurance that the Issuer will establish on its 
properties discoveries which may be commercially exploitable. 

The Issuerts ability to continue exploration and development of 
its properties will be dependent upon its ability to raise 
significant additional financing hereafter. Should the Issuer not 
be able to obtain such financing, its properties may be lost 
entirely. 

The Issuer's mineral operations will be subject to government 
legislation, policies and controls relating to prospecting, 
development, production, environmental protection, mining taxes 
and labour standards. In addition, the profitability of a 
particular mining prospect will be affected by the market for 
precious and base metals, which entails the assessment of many 
factors, some of which include changing production costs, the 
supply and demand for precious metals, the rate of inflation, the 
inventory of precious metal producing corporations, the political 
environment and changes in international investment patterns. 

The mining industry has been subject to increasing government 
controls and regulation in recent years. The industry is highly 
competitive and the Issuer will be required to compete in the 
future directly with the other corporations that may have greater 
resources. 

The Issuer may become subject to liability for hazards against 
which it cannot insure or against which it may elect not to insure 
because of high premium costs or other reasons. Payment of such 



liabilities would reduce funds available for acquisition of 
mineralprospects or exploration and development. 

Conflicts of Interest 

There are potential conflicts of interest to which directors and 
officers of the Issuer will be subject in connection with the 
operations of the Issuer. Some of the directors and officers are 
engaged and will continue to be engaged in the search for mineral 
resource properties on their own behalf and on behalf of other 
corporations, and situations may arise where these directors and 
officers will be in direct competition with the Issuer. 
Conflicts, if any, will be dealt with in accordance with the 
relevant provisions of the Com~anv Act (British Columbia). 

Some of the directors and officers of the Issuer are or may become 
directors or officers of other companies engaged in natural 
resource exploration and development. In order to avoid the 
possible conflict of interest which may arise between the 
directorst duties to the Issuer and their duties to the other 
companies on whose boards they serve, the directors and officers 
of the Issuer have agreed to the following: 

(a) participation in natural resource prospects offered to 
the directors will be allocated between the various 
companies on the basis of prudent business judgement and 
the relative financial abilities and needs of the 
companies to participate; 

(b) no commissions or other extraordinary consideration will 
be paid to such directors and officers; and 

(c) natural resource prospects formulated by or through the 
other companies in which the directors and officers are 
involved will not be offered to the Issuer except on the 
same or better terms than the basis on which they are 
offered to third party participants. 

Shares Owned by Management and Others 

Upon completion of this offering, the 350,000 Shares and 250,000 
Flow-through Shares offered hereby will represent 30.33% of the 
shares of the Issuer then outstanding as compared to 69.67% that 
will then be owned by management and others who purchased shares 
of the Issuer prior to any public offering of the Shares and Flow- 
throughshares having been made. Directors and senior officers of 
the Issuer own, directly or beneficially, 855,601 shares, or 
43.26% of the shares outstanding on completion of this Prospectus. 



ISSUANCE OF SHARES 

The authorized capital of the Issuer consists of 10,000,000 shares 
without par value of which 1,377,601 shares are issued and fully 
paid. All of the authorized shares of the Issuer are of the same 
class and, once issued, rank equally as to dividends, voting 
powers and participation in assets. No shares have been issued 
subject to call or assessment. There are no pre-emptive or 
conversion rights and no provisions for redemption or purchase for 
cancellation, surrender, or sinking or purchase funds. Provisions 
as to the modification, amendment or variation of such rights or 
provisions are contained in the Com~any Act of British Columbia. 

DESCRIPTION OF BUSINESS AND PROPERTY OF THE ISSUER 

Description of Business 

The Issuer is a natural resource company engaged in the 
acquisition, exploration and development of natural resource 
properties. The Issuer is currently involved exclusively with 
mineral properties. 

Properties of the Issuer 

he SulJivan Two Prqgertv 

Description and Acquisition 

By an agreement dated September 22, 1987 between the Issuer and 
Francis Peter OJGrady (*OtGrady") the Issuer was granted the 
option to acquire a 100% interest in the Jon Claims, located in 
the Nelson Mining Division of British Columbia, in consideration 
of a cash payment of five thousand dollars and the election of one 
of two options. The election of the first option requires the 
Issuer to pay to OtGrady $5,000,000 five years from the closing 
date; provided, however, if the Issuer elects to purchase 
OtGradyJs interest in the Claims prior to the end of the 5 year 
period immediately following the closing date, the Issuer may pay 
OJGrady the sum equal to $5,000,000 discounted at the Royal Bank 
Prime Commercial Rate in effect at the time of election in 
accordance with a formula set out in the agreement. Under the 
second option the Issuer may elect to grant OtGrady the right to 
receive a two per cent (2%) net smelter return on the Claims on 
commencement of commercial production; provided, however, that if 
the Claims have been demonstrated to be commercially exploitable 
by a feasibility study conducted by a professional engineer, but 
not yet in production five years from the closing date, the Issuer 
may elect to pay to OIGrady ONE HUNDRED THOUSAND DOLLARS 
($100,000) for each year until the commencement of commercial 
production, after which time OtGrady shall receive the 2% net 
smelter return. The White Knight-OIGrady agreement was negotiated 
at arm's-length. 



On March 1, 1987 the Issuer entered into an agreement, as amended 
October 12, 1988, with Orion Resources Ltd. (180rionu), whereby the 
Issuer was granted an option to acquire Orion's 50% interest in 
the Sullivan Two Mining Claim, located in the Nelson Mining 
Division, British Columbia, in consideration of a cash payment in 
the amount of $2,937.00 to be paid in two instalments. The 
Issuer paid Orion the first instalment of $100.00 on the 
agreement date, and must pay a further $2,837.00 on or before 
December 31, 1989. In addition the Issuer has agreed to expend 
TWO HUNDRED THOUSAND DOLLARS ($200,000) on the Claims. Of this 
amount $50,000 must be expended by December 31, 1989 and a further 
$150,000 must be expended by December 31, 1990. The Issuer has, 
at the date of this Prospectus, expended $50,000 on the claims and 
has fulfilled its first commitment under the terms of this 
Agreement. The Issuer has also granted Orion the right to receive 
a 15% net proceeds from production on commencement of commercial 
production of the Claim; provided, however, that in the event the 
Issuer reduces its interest in the Claim by way of a bona fide 
armst length sale assignment or transfer to a third party, Orion's 
right to receive the 15% net proceeds from production shall be 
reduced proportionately but in any event, Orion's net proceeds 
from production interest shall not be reduced to less than 5%. 
The address for Orion is P.O. Box 1239, Aldergrove, British 
Columbia. Francis Beaumont Whiting is a director of Orion and a 
promoter and director of the Issuer. 

By an agreement dated March 1, 1987, as amended October 12, 1988, 
between the Issuer and Francis Beaumont Whiting ("WhitingI1), a 
promoter and a director of the Issuer, the Issuer agreed to 
acquire Whiting's 50% interest in the Sullivan Two Mining Claims 
in consideration of $1,561.00 to be paid in two installments. The 
Issuer paid the first instalment of $100.00 to Whiting at the 
closing date and must pay the balance of $1,461.00 on or before 
December 31, 1989. 

The Sullivan Two Property consists of the following mineral 
claims : 

Name T v ~ e  or  unit^ Record Number Ex~irv Date 

Sullivan Two M.C. 20 Units 3784 
Jon 15 Units 4330 
Jon 2 2 - post 4331 
Jon 3 2 - post 4332 
Jon 4 2 - post 4333 
Jon 5 2 - post 4334 

July 11, 1991 
Apr. 2, 1992 
Apr. 17, 1993 
Apr. 17, 1993 
Apr. 17, 1993 
Apr. 17, 1993 

The property to the northwest of the Sullivan Two Mining Claim 
consists of the Rosemary 1-11 Mineral Claims. Rosemary 1-4 are 
owned by Mary Pendelbury of R.R. #3, Nelson, British Columbia; 
Rosemary 5-9 are owned by Peers Pendelbury of R.R. # 3 ,  Nelson, 



British Columbia; Rosemary 10-11 are owned by S.W. Barclay of R.R. 
# 3 ,  Nelson, British Columbia. The property to the north-west of 
the Sullivan Two Mining Claim comprises the Laura Mineral Claim 
which is owned by Francis Be Whiting of P.O. Box 1239, Aldergrove, 
British Columbia. Mr. Whiting is a promoter and director of the 
Issuer. The Dodge #1-4 Claims situated north, south, southwest 
and west of the Sullivan Two Mining Claim are owned by Cominco. 

The Issuer expended a total of $107,060 on the combined Sullivan 
Two Claim and the Jon and Jon 2 - 5 Mining Claims between 1987 and 
1989. The Issuer intends to expend $125,000 on the Sullivan Two 
Mining Claim which will be applied towards the remaining $150,000 
to be expended under the White Knight-Orion agreement. Any 
further expenditures on the Claim will be subject to the 
recommendations of the Issuer's geologist. 

The following information on the Sullivan Two Property has been 
obtained from a geological report entitled the "Report on the 
Sullivan Two Propertym dated May 30, 1988. The Report was 
prepared exclusively for the Issuer by W. G. Botel, P. Eng. Mr. 
Botel has no direct or indirect interest in the Sullivan Two 
Mining Claim, the adjacent claims, or the Issuer. 

Location, Size, Access and Terrain 

The Sullivan Two Property is located ten (10) kilometres southwest 
of Creston, British Columbia in the Nelson Mining Division. The 
property can be reached by automobile taking'Highway 3 west from 
Creston to the turnoff to the south on the west side of the valley 
of the Kootenay River, south to Granary Road and 14 kilometres up 
the Dodge Creek Forest Service Road into the upper slopes of Mt. 
Rykert. Driving time from Creston is 45 minutes. Logging roads 
and access roads built by the Issuer provide access to the western 
portion of the property. The property covers most of the valley 
of Urmston Creek which drains east from Mt. Rykert to th-e Kootenay 
River. 

The west portion of the property has been logged, leaving only 
minor remnants of the original forest cover of larch and spruce. 

The central and lower parts of the property are covered by second 
growth of the same varieties, with alder, as the valley of Urmston 
Creek was burned in 1928. Water is available from Dodge Creek on 
the southwest side of the property and from the lower part of 
Urmston Creek. A power line runs parallel to the south boundary 
of the property and 2.5 kilometres to the south. Creston provides 
a full variety of services and supplies. The percentage of 
outcrop is variable. Many rock exposures are found along the 
logging roads and along the Issuer's access roads. Natural 
outcrop occurs from place to place. Elsewhere there is fairly 
continuous cover of overburden, generally one to two metres thick 



but reaching thicknesses of over 5 metres in the upper northern 
part of Urmston Creek basin. 

No environmental problems are anticipated in connection with the 
exploration and development of the property. The Cranbrook 
district east of Creston is a well-known and active mining region 
and there are numerous mineral claims north of Creston. Adequate 
general labour is locally available and experienced miners could 
be recruited in the Cranbrook district. The Trail smelter is 126 
kilometres away by road and can be reached by the Canadian Pacific 
Railway from Creston through Nelson. 

History 

The first known reference to mineralization in the vicinity of the 
property is found in the B.C.M.M. Annual Report for 1929 which 
reported that Angus Currie and Associates staked four claims at 
the head of Long Creek (now Urmston Creek) following the discovery 
of a large quantity of float. The claims were 2 miles west of the 
Kootenay Flats. The float is a milling ore comprised of galena in 
a quartz gangue. 

Based on the report, F. B. Whiting staked the 20 unit Sullivan Two 
Claim in 1984. Subsequently, Cominco staked the adjoining Dodge 
#1 - #4 claims and carried out programs of geologic mapping, soil 
sampling and reportedly, a geophysical survey. Cominco filed an 
assessment report #I4931 for soil geochemistry work done in July 
and August of 1985. That report provides contour maps for lead 
and zinc, showing a continuous anomaly for each metal extending 
1200 m northeast from an outcrop of zinc-bearing carbonate rock 
650 metres southwest of the LCP of the Sullivan Two Mining Claim. 
No natural outcrops exist along that 1200 m long anomaly, but 
float of talc-rock and of carbonate rock were found at four 
places, and an area of loose galena bearing carbonate material was 
located. widening of a logging road at a point on this coincident 
anomaly 150 m west of the west boundary of the Sullivan Two 
Property disclosed the presence of a highly-oxidized manganiferous 
gossan containing secondary lead minerals in a zone of quartzites, 
carbonate and massive talc beds totalling over 5 m in strati- 
graphic thickness. Weak fine-grained galena was seen in silty 
quartzite beds just below the lower-most gossan layer. 

In 1985, F. B. Whiting and Orion Resources Ltd., each of whom 
held a 50% interest in the Claim at that time, carried out a 
mapping and prospecting program. 

The Jon and Jon 2 - 5 mining claims were staked in 1986 by 
Francis Peter OIGrady. 

From 1987 to 1989 extensive work was done on the combined Sullivan 
Two Mining Claim and Jon and Jon 2 - 5 Mining Claims by the Issuer 
consisting of griding, geological mapping, prospecting, soil 
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The mineralized layer consists of alternating beds of calc- 
silicate or marble with talc beds and quartzites. A bulk 
sample taken by the writer from several pieces of galena- 
bearing marble found at about the mid-point of the 2000 m 
long soil anomaly and 300 m west of the property boundary, 
assayed 4.99% Pb, 0.2% Zn and 130.2 g/t silver. The 
thickness of the layer and its content of metals appear to 
increase towards the northeast inside the Sullivan Two claim 
block. The presence of better grade mineralization towards 
the centre of the Sullivan Two Claim is indicated by a 
statement in the B.C. Minister of Mines Annual Report for 
1929 that prospectors had found, "...  a large quantity of 
float ... The float is a milling ore of galena ...", at a 
site that would lie just east of the present survey grid. 

In this part of British Columbia, the Aldridge Formation 
consists of a 4500 m thick flyschoid stack of clastic 
sediments: quartzites, siltstones, argillites, conglomerates, 
quartz wackes, and occasional carbonate beds. It contains 
Moyie gabbroic sills that are now viewed as having been 
intruded while the sediments were being laid down, at least 
in part. The known major mineral deposits are interpreted as 
having been formed by subaqueous exhalations or solutions 
that emerged from vents located at the intersection of rift 
spreading grabens with penecontemporaneous transform faults. 
Typically, the Aldridge sediments are strongly tourmalinized 
along the inside of the graben faults. Partially 
tourmalinized intraformational conglomerates are common, 
thought to have resulted from slumping into the basin from 
the graben walls. Alteration by sodium (albitization) and by 
magnesium (talc, chlorite, serpentine) is also typical. The 
metal deposits form lens-shaped platters conformable with the 
bedding and are thick and rich near the source vent, but thin 
out and become much lower in grade towards the fringes of the 
lens. The largest known deposit, that of the Sullivan Mine 
at Kimberley, is about one mile in diameter and in the centre 
is as much as 200 feet thick. 

On the Sullivan Two property, the Aldridge Formation consists 
of silty quartzites with one bed of carbonate. Two Moyie 
gabbro sills occur 100 to 150 m below the carbonate bed which 
carries galena or oxidized lead minerals with significant 
silver (about one ounce per one per cent of lead), minor 
sphalerite, and small but potentially valuable amounts of 
rarer elements such as cassiterite, lanthanum, selenium, 
cerium and samarium. A grabentype fault crosses the southern 
part of the claim block and massive tourmalinite occurs along 
that fault. Albitization is seen at many places. The talc 
layers accompanying the mineralized carbonate layer are 
evidence of strong magnesium alteration. Partially- 
tourmalinized intra-formational conglomerates occur. All of 
these geological features combine to show that the 
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Assaying: 100 core samples @ $20 
Contingencies @ 15% 

TOTAL COST: FIRST STAGE OF WORK 

SECOND STAGE OF WORK 

To be carried out if justified by the results of the First Stage. 

1700 m of BW core drilling @ $150/m $255,000 
Bulldozer for access roads & drill sites: 

60 hours @ 75 + $700 low bed haulage 5,200 
Core logging, geological supervision, 

engineering, reporting: 45 days @ $350 15,750 
Supplies and Consumables 1,000 
Vehicle Rental & Gasoline, two months 2,400 
Assaying 5,000 
Contingencies @ 15% 42.652 

TOTAL COST: SECOND STAGE OF WORK $327,002 

OVERALL COST: STAGE ONE AND STAGE TWO OF WORK $452,000 

There is no surface or underground plant or equipment on the 
Sullivan Two property at this time. The proposed program is an 
exploratory search for ore. 

THE SULLIVAN TWO PROPERTP IS WITHOUT A KNOWN BODY OF COMMERCIAL 
ORE. 

The Report on the Sullivan Two Property, prepared by W. G. Botel, 
P-Eng., for the Issuer is not included in this Prospectus. The 
Report may be inspected during the distribution of the securities 
offered hereunder and for 30 days thereafter at the registered and 
records office of the Issuer, 1800-400 Burrard Street, Vancouver, 
British Columbia, 

USE OF PROCEEDS 

The Issuer will receive net proceeds of $122,500 from the sale of 
Shares and $112,500 from the sale of Flow-through Shares for a 
total of $235,000. These proceeds together with the working 
capital deficiency at March 22, 1989 of $33,000 will be utilized 
as follows: 



(a) to pay the estimated costs of this 
Offering, including applicable Exchange 
and Regulatory fees 

(b) to conduct the First Stage of Work on 
the Sullivan Two Property as recommended 
by W.G. Botel, an independent Professional 
Engineer, in the nReport on the Sullivan 
Two Propertyu dated May 30, 1988 $125,000 

(c) to eliminate the working capital 
deficiency at March 22, 1989 

(d) balance to be held as working capital $ 52.000 

TOTAL 

The remaining working capital, along with the proceeds received 
from the exercise of any options currently outstanding, will be 
dedicated towards work on the Second Stage of Work recommended on 
the Issuer's Sullivan Two Property. Expenditure on the Second 
Stage of Work is entirely contingent on favourable results being 
obtained for the First Stage of Work referred to above. The 
Issuer anticipates that the First Stage of Work will commence, 
weather and financing permitting, in May of 1989. 

The proceeds from the sale of Shares and Flow-through Shares 
offered by this Prospectus are intended to be used for the 
purposes set forth above and in carrying out the above program of 
work. The Issuer will not discontinue or depart from the 
recommended program of work unless advised in writing by its 
independent consulting engineer to do so. Should the Issuer 
contemplate any such changes or departure, notice thereof will be 
given to all shareholders and an amendment to this Prospectus will 
be filed. 

None of the remaining proceeds shall be used to invest, underwrite 
or trade in securities other than those which qualify as invest- 
ments in which trust funds may be invested under the laws of the 
jurisdiction in which securities offered by this Prospectus may 
lawfully be sold. 

Should the Issuer intend to use the proceeds to acquire securities 
not authorized for investment by trust funds after the distribu- 
tion of the Shares and Flow-through Shares offered by this 
Prospectus, approval by the shareholders of the Issuer must first 
be obtained and notice of the intention must be filed with the 
regulatory bodies having jurisdiction over the sale of the Shares 
and Flow-through Shares offered by this Prospectus. 



The use of proceeds indicated above does not include and makes no 
allowances for funds received upon the exercise of outstanding 
options to purchase shares which have been granted by the Issuer. 
If the Issuer receives any funds as a result of the exercise of 
outstanding stock options, such funds will be added to the working 
capital of the Issuer and will be used to further finance the 
ongoing exploration and development activities of the Issuer. 
Further particulars about share purchase options which are 
currently outstanding are included in this Prospectus under the 
heading of "Options to Purchase SecuritiesN herein. 

DIRECTORS AND OFFICERS 

The names, addresses and principal businesses or occupations in 
which each of the directors and officers of the Issuer have been 
engaged.during the immediately preceding five years are as 
follows : 

Position w i t h  Business or Occupation 
Issuer For Past Five Years 

Francis Beaumont whiting1 Director 
P.O. Box 1239 
Alderyrwe, B.C. 
VOX 1AO 

President and Director 
Director of +Orion 
Resources Ltd. 1984- 
present; President, Whiting 
Mining Services 
International Ltd.; 
Director of Rosalie 
Resources Ltd; Director of 
Marmt Enterprises Ltd; 
Director of Braymnt 
Utilities Ltd. 

Teny Lewis ~ldrid~e*~ Director, President, Geotechnical Engineer, 
13234-81 B Avenue Chief Executive full-time, Basinal Explor- 
Surrey, B.C. Officer, Chief ation, 1988 - present; 
V3W 8Y4 Financial Officer self-employed Geotechnical 

Engineex, 1987 - 1988; Geo- 
technical Engineer, Golder 
Associates 1982-1987. 

James McD~nald*~ 
701 - 1026 Queens Ave. 
New Westminster, B.C. 
V 3 M  6B2 

Director January, 1988 to present, 
Geologist, Basinal Explor- 
ations Ltd., director of 
Basinal Explorations Ltd; 
1983 - 1988 Geologist, 
Noranda Exploration. 



Juan Manuel ~enitez*~ Director 
204 - 307 West 2nd Street 
North Vancouver, B.C. 
V7M 1E2 

Godon Patrick ~eask~ 
192 West 23d Avenue 
Vancouver, B.C. 
VSY 2G9 

March 1988 to present, 
President of Bendel Enter- 
prises Ltd. ;  September 1986 
to March 1988, Geotechnical 
Engineer, Golder 
Associates; May 1986 to 
September 1986, self- 
employed Geologist; May 
1985 to May 1986, Owner of 
Pacific Rim Landscaping and 
Design Services Ltd. ; 1984 
to 1985, student, 
University of British 
Columbia Geological 
Engineering Program. 

Jan- 1989 to present, 
Geologist, Basinal 
Explorations Ltd.;  April 
1988 t o  present, Director 
of Goldpac Investments 
~td.+; 1984 to 1989, self- 
employed Geologist and 
prospector. 

* Denotes member of Audit Committee 
+ Natural resource company listed on the Vancouver Stock Exchange. 

Francis Beaumont Whiting will perform general director 
functions on the Issuerls Board of Directors as and when 
required. When the first phase of the work program begins, 
Mr. Whiting will be personally involved in supervising the 
expenditures of funds on the work program. Mr. Whiting will 
also 'devote whatever time is necessary to attend to the 
Issuerls general business matters, such as maintaining 
statutory filings with the regulatory authorities and 
liaising with the Issuerls auditors, solicitors and 
engineers. He will also be involved with arranging future 
financing for the Issuer and its work programs. 

As Chief Executive Officer, Chief Financial Officer, 
President and Director of the Issuer, Terry Lewis Eldridge 
will devote whatever time is necessary to attend to the 
Issuerls general business matters, such as maintaining 
filings with the regulatory authorities and liaising with the 
Issuerls auditors, solicitors and engineers. When the first 
phase of the work program begins, Mr. Eldridge will be 
personally involved in supervising the expenditures of funds 
on the work program and will also be involved in the 
exploration of the Sullivan Two Mineral Claims. He will also 
be involved in arranging future financing for the Issuer and 
its work programs. 



3. James McDonald will perform general director functions as a 
member of the Issuer's Board of Directors, as and when 
required. 

4. Juan Manuel Benitez will perform general director functions 
on the Issuer's Board of Directors as and when required. 

5. Gordon Patrick Leask will perform the services of the 
Issuer's corporate secretary as and when required. 

The directors and officers of the Issuer are or may become 
directors of other natural resource companies and, to the extent 
that such companies may participate in properties or ventures in 
which the Issuer may participate, the directors of the Issuer may 
have a conflict of interest in negotiating and concluding the 
terms and degree of each participation, if any. In such 
instance, any director having such a conflict of interest shall 
refrain from voting on any resolution to be passed by the 
directors in connection with such participation. 

EXECUTIVE COMPENSATION 

The Issuer has one Executive Officer within the meaning of the 
Securltles Act . * , Terry Lewis Eldridge. 

By an agreement dated December 18, 1986, the Issuer agreed to pay 
Whiting Mining Services International Ltd., a company owned by 
Francis Beaumont Whiting, a director of the Issuer and Cora Amelia 
Whiting, a former director of the Issuer, a monthly fee of $2,000 
in consideration of providing general management services to the 
Issuer for a two year term, of which in the aggregate $38,000 has 
been paid from the agreement date to October 31, 1988. 

On December 18, 1988 the Issuer entered into an agreement with 
Whiting Mining Services International Ltd., a company wholly owned 
by Francis Beaumont Whiting, a director of the Issuer and Cora 
Amelia Whiting, a former director of the Issuer. The terms of 
the agreement provide that the Issuer shall pay to the management 
company a fee of $2,000 per month for a two year term, in 
consideration of providing general management services to the 
Issuer. This agreement was cancelled by the parties by mutual 
consent on April 28, 1989. 

On May 1, 1989 the Issuer entered into a Management Services 
Agreement with Basinal Explorations Limited, a company wholly 
owned by Terry Lewis Eldridge and James McDonald, directors of the 
Issuer. The agreement provides that the Issuer shall pay Basinal 
Explorations Limited a fee of $2,000 per month for a two-year 
term, in consideration of providing general management services to 
the Issuer. Basinal Explorations Limited is a geological 



consulting company which also provides management services to 
natural resource companies. 

No bonuses have been paid to the Executive Officer other than are 
herein disclosed, nor are any bonuses contemplated for the future. 

No other plan, option or form of compensation has been paid to the 
Executive Officer other than have been disclosed in this 
Prospectus. Reference should be made to the sections titled 
"Escrowed and Pooled SharesM herein and "Options to Purchase 
Securitiesu herein for other arrangements made between the Issuer 
and the Executive Officer. 

No compensation has been paid to directors for committee partici- 
pation or for special assignments. 

Certain directors and employees of the Issuer have been granted 
options to purchase shares in the capital of the Issuer. 
Reference should be made to "Options to Purchase Securities' 
herein for further detail regarding the nature of these options. 

OPTIONS TO PURCHASE SECURITIES 

As of the date of this Prospectus, options to purchase common 
shares of the Issuer have been granted to the Issuerls directors 
and one employee of the Issuer. 

By agreements dated August 18, 1988 and May 2, 1989, the Issuer 
granted to certain optionees incentive options entitling the 
optionees thereof to purchase a total of 197,760 common shares in 
the capital of the.Issuer at a price of $0.40 per share. Each of 
the incentive options granted are exercisable in whole or in part 
on or before that date which is five years from the date on which 
a receipt is issued by the Superintendent of Brokers of British 
Columbia for this Prospectus. The optionee must be a director or 
employee of the Issuer at the time of exercise or have ceased to 
be a director or employee of the Issuer not more than 30 days 
before exercise. If the optionee dies while still a director or 
employee of the Issuer, or within 30 days thereafter, his personal 
representatives may exercise his option within one year of his 
death. 

Options have been granted by the Issuer on the following basis: 

James McDonald 
Terry Lewis Eldridge 
Gordon P. Leask 
Juan Manuel Benitez 

Number of Shares 
Subject to Ontion 



PROMOTERS 

By virtue of the definition as set out in Section l(1) of the . , Securltles (British Columbia), Terry Lewis Eldridge and 
Francis Beaumont Whiting are promoters of the Issuer (the 
uPromoters~). 

The Promoters have acquired the following common shares in the 
capital of th'e Issuer for cash: 

Name Number of Shares Price Per Share 

Francis Beaumont Whiting 100,600 
600,ooo 

Terry Lewis Eldridge 

The Issuer has granted options to purchase securities to Terry 
Lewis Eldridge as disclosed under the heading "Option to Purchase 
Securitiesu herein. 

PRINCIPAL HOLDERS OF SECURITIES 

(a) As of the date of this Prospectus, only the following persons 
own, as of record or beneficially, directly or indirectly, 
more than 10% of the Issuer's issued common shares: 

Percent Upon 
Description Type of Number of Percentage Completion 

Name s2ixhsa s&mxshb Shares- of Offer* 

Francis(l) common Beneficial 700,60 1 50.85% 35.42% 
Beaumont shares and of 
Whiting Record 

common Beneficial 155,000 11.25% 
Lewis shares and of 
Eldridge Record 

(1) Francis Beamnt Whiting is a promoter and director of the Issuer. 

(2 )  Terry Lewis Eldridge is a promoter and director of the Issuer. 

(b) As at the date of this Prospectus, the percentage of shares 
of the Issuer beneficially owned, directly or indirectly, by 
all directors and senior officers of the Issuer are: 



Percentage 
upon Com- 

Designation Number of Percentage pletion of - Qu&uxiL Off erina 

common shares 875,601 63.55% 44.27% 

(c) The following table indicates the percentage of common shares 
of the Issuer which are or will be held by controlling 
persons, promoters, directors and senior officers of the 
Issuer upon completion of the Offering and upon the full 
exercise of all options which have been granted by the 
Is suer : 

Camon Shares Percentage of 
Held by Outstanding 
Directors, common shares 
Officers , held by Directors, 

Cormtllon Promoters and Officers, Pxanoters 
Shares Controlling and Controlling 

Persons Persons 

Upon Completion 
of Offering 1,977,601 

Upon full exercise 
of all outstanding 
options and issuance 
of other shares 2,325,361(l) 1,073,361 54.27% 

( This figure was determined by way of the following 
calculation: 

shares outstanding upon 
completion of the Offering 

shares to be issued upon full 
exercise of the Agent's warrant 

shares to be issued if all 
Director and Employee Stock 
Options are exercised 

TOTAL 

DIVIDEND RECORD 

No dividends have been paid on any shares of the Issuer since the 
date of incorporation nor are any dividend payments presently 
contemplated. 



INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL CONTRACTS 

Other than as disclosed herein under the Headings "Description of 
Business and Property of the IssuerBB, "Executive Compensation" and 
"Options to Purchase Securitiesu, there are no transactions 
entered into by the Issuer prior to the date of this Prospectus 
which would materially affect the Issuer and in which any 
director, officer or principal shareholder of the Issuer or any 
associate or affiliate of the foregoing has any material interest, 
direct or indirect. 

MATERIAL CONTRACTS 

The only material contracts entered into by the Issuer since 
incorporation are as follows: 

1. Management Services Agreement with Whiting Mining Services 
International Ltd. dated December 18, 1986 referred to under 
the heading "Executive Compensationu herein. 

2. Management Services Agreement with Whiting Mining Services 
International Ltd. dated December 18, 1988, referred to under 
the heading uExecutive CompensationM herein. 

3. Agreement between the Issuer and Orion Resources Ltd. dated 
March 1, 1987, as amended October 12, 1988, referred to under 
the heading "Description of Business and Property of the 
Issueru herein. 

4. Agreement between the Issuer and Francis Beaumont Whiting 
dated March 1, 1987, as amended October 12, 1988, referred to 
under the heading YDescription of Business and Property of 
the IssuerN herein. 

5. Agreement between the Issuer and Francis Peter OtGrady dated 
September 22, 1987 referred to under the heading "Description 
of Business and Property of the IssuerN herein. 

6. Escrow Agreement dated November 23, 1988 between the Issuer, 
Francis Beaumont Whiting, Terry Lewis Eldridge and The 
Guaranty Trust Company referred to under the heading 
"Escrowed and Pooled SharesN herein. 

7. Director's and Employee's Stock Option Agreements dated 
August 18, 1988 and May 2, 1989 referred to under the heading 
"Options to Purchase Securitiesu herein. 

8. Agency Agreement dated October 31, 1988 as extended by an 
agreement dated April 11, 1989, between the Issuer and its 
Agent, referred to under the heading "Plan of Distribution." 



9. Flow-Through Share Funding and Renunciation Agreement between 
the Issuer and each Flow-Through Share Subscriber included in 
this Prospectus as Appendix A. 

10. Management Services Agreement with Basinal Explorations 
Limited dated May 1, 1989 referred to under the heading 
"Executive Compensation'. 

Copies of the foregoing contracts may be inspected at 1800-400 
Burrard Street, Vancouver, British Columbia, while distribution of 
the Shares and Flow-through Shares offered hereunder is in 
progress. 

OTHER MATERIAL FACTS 

The Issuerls  responsible solicitorM as defined by Local Policy 
Statement 3-41 of the Superintendent of Brokers for British 
Columbia, partners of the responsible solicitor, and associates of 
the responsible solicitor own no shares of the Issuer. 

ACQUISITIONS 

By an agreement dated March 1, 1988 as amended October 12, 1988 
between the Issuer and Orion Resources Ltd., the Issuer was 
granted an option to acquire a 50% interest in the Sullivan Two 
Mining Claims in the Nelson Mining Division of British Columbia. 

By an agreement dated March 1, 1987 as amended October 12, 1988 
between the Issuer and Francis Beaumont Whiting, the Issuer was 
granted an option to acquire a 50% interest in the Sullivan Two 
Mining Claims in the Nelson Mining Division of British Columbia. 

By an agreement dated September 22, 1987 between the Issuer and 
Francis Peter OIGrady, the Issuer was granted an option to acquire 
a 100% interest in the Jon, Jon 2 - 5 Mining Claims in the Nelson 
Mining Division of British Columbia. 

See "Description of Business and Property of the IssuerM herein 
for details of these acquisitions. 

LITIGATION AND CONTINGENT LIABILITIES 

The Issuer is not a party to any legal proceedings nor are any 
such proceedings contemplated by the Issuer. 

There are no contingent liabilities of the Issuer other than are 
herein disclosed. 



AUDITOR, TRANSFER AGENT AND REGISTRAR 

The Auditor for the Issuer is DeVisser and Company, Chartered 
Accountants, 201 - 960 Richards Street, Vancouver, British 
Columbia. 

The Transfer Agent and Registrar for the shares of the Issuer is 
The Guaranty Trust Company of Canada, 800 West Pander Street, 
Vancouver, British Columbia, V6C 2V7. 

INCOME TAX CONSIDERATIONS 

Exploration Income Tax Considerations and Incentives 
Available Under the. Canadian Incentive Proaram Act 

In the opinion of Robertson Ward Suderman, Barristers and 
Solicitors, Vancouver, British Columbia, the following is, as of 
the date hereof, a fair and adequate summary of the income tax , 

consequences and of the availability of an incentive grant under 
the laws of Canada to subscribers as a result of acquiring, 
holding and disposing of flow-through shares. The income tax 
consequences will not be the same for all subscribers but may vary 
depending on a number of factors, including the status of the 
subscriber as an individual or as a corporation, the province of 
residence of an individual subscriber or, in the case of a 
corporate subscriber, the province where its permanent 
establishment is located, whether a subscriber's shares are- 
characterized as capital property, and the amount that a 
subscriberls taxable income would be but for the acquisition of 
flow-through shares. The following discussion is therefore of a 
general nature only; it is not intended to constitute a complete 
analysis of all such income tax consequences of acquiring and 
disposing of flow-through shares; and it should not be interpreted 
as legal or tax advice to any particular subscriber. 

Our comments are restricted to the case of the subscriber who is a 
resident of Canada for purposes of the Income Tax Act (Canada) 
(the '#Tax ActN), who is not a principal-business corporation 
within the meaning of the Act, and who is not a trader or dealer 
in resource properties. Moreover, we do not take into account the 
tax laws of any province or territory of Canada or any 
jurisdiction outside Canada. 

The summary of the law which follows is based on the current 
provisions of and the regulations to the Act and the proposed 
amendments thereto, and the Canadian Exploration Incentive Program 
Act (the "CEIP Actu) and the regulations thereto. The proposed 
amendments to the regulations to the Tax Act are those contained 
in the Draft Regulations on Prescribed Shares for purposes of the 
definition of flow-through shares as contained in the Tax Act 
which were tabled in the House of Commons by the federal Minister 
of Finance on July 18, 1988. This summary also takes into account 



our understanding of the current administrative practices of 
Revenue Canada, Taxation, and Energy, Mines and Resources Canada 
and assumes that the Draft Regulations on Prescribed Shares issued 
under the Tax Act will become law and that there is no other 
relevant amendment to any governing law. In respect of these 
latter assumptions, no assurance can be given. 

Each subscriber should obtain independent advice regarding the 
income tax consequences under federal and provincial tax 
legislation of subscribing for flow-through shares in the Issuer, 
based on the subscriberts own particular circumstances. 

Scheme of Deductions and Incentive Grants in Respect of Canadian 
Exploration Expense ("CEEU) Incurred After March 1, 1989 to 
December 31, 1990 

Each individual and corporate subscriber who is not related to the 
Issuer will be entitled, in respect of his investment of flow- 
through shares, to: 

(a) a deduction of 100% of his share of the CEE incurred or 
deemed to be incurred by the Issuer during the period March 
2, 1989 to December 31, 1990 and renounced by the Issuer to 
its subscribers of flow-through shares; and 

(b) his share of the 30% incentive grant payable to the Issuer 
under the CEIP Act in respect of Eligible CEE incurred by it, 
provided that the Issuer has elected in prescribed form to 
assign the grant to the subscribers of its flow-through 
shares. 

The taxation year in which a subscriber will be able to deduct his 
share of the renounced CEE will depend on the taxation year of the 
subscriber in which the CEE is renounced by the Issuer in favour 
of the subscriber. An individual subscriber will, in any 
calendar year for purposes of calculating his income for tax 
purposes in that calendar year, be entitled to deduct 100% of the 
CEE incurred by the Issuer in that year and renounced to him with 
an effective date in that year and 100% of the Eligible CEE 
incurred by the Issuer in the first 60 days of the next calendar 
year and renounced, with an effective date of December 31 of that 
year, by the Issuer prior to the 91st day of that next calendar 
year. A corporate subscriber, whose taxation year includes 
December 31 of a calendar year, will, for purposes of calculating 
its income for that taxation year, be entitled to deduct 100% of 
the CEE incurred by the Issuer in that calendar year and 
renounced to the corporate subscriber with an effective date in 
that year and 100% of the Eligible CEE incurred by the Issuer 
within the first 60 days of the next calendar year and renounced, 
with an effective date of December 31 of that year, to the 
corporate subscriber prior to the 91st day of that next calendar 
year. The amount of CEE that the Issuer can renounce to a 



subscriber of flow-through shares will be reduced by the portion 
of the incentive grant under the CEIP Act that the Issuer does not 
elect to assign to the subscriber but that was funded with the 
subscription proceeds paid by the subscriber to the Issuer for the 
flow-through shares. 

Canadian Ex~loration Ex~ense W E E )  and Elialble CEQ I I 

CEE qualifies for a deduction of 100% for purposes of calculating 
a subscriber's income for tax purposes. CEE, in relation to a 
mineral resource, includes any expense incurred for the purpose of 
determining the existence, location, extent or quality of a 
mineral resource in Canada and any expense incurred for the 
purpose of bringing a new mine in a mineral resource in Canada 
into production in reasonable commercial quantities. 

Eligible CEE qualifies for an incentive grant under the CEIP Act 
and for the 60 day look-back in respect of CEE incurred during the 
first 60 days of a calendar year.   he 60 day look-back refers 
to the ability of the Issuer to effectively renounce CEE incurred 
during the first 60 days of a calendar year to the previous 
calendar year, both for determining the Issuer's annual expense 
limit (AEL) for a year and for purposes of allowing subscribers to 
deduct their share of such CEE in a prior year. Eligible CEE does 
not include expenses incurred in bringing a new mine in a mineral 
resource in Canada into commercial production nor does it include 
any overhead and financing expenses. Moreover, for purposes of 
the CEIP Act, Eligible CEE does not include CEE funded with 
subscription proceeds from flow-through shares sold to persons 
related to the Issuer. 

A subscriber who acquires flow-through shares pursuant to the 
terms of an agreement in writing entered into between the Issuer 
and the subscriber under which the Issuer agrees to incur CEE 
during the 24 month period commencing after the day in which the 
agreement was entered into and to renounce that CEE to the 
subscriber within that same time period or within 30 days 
thereafter and in the form prescribed by the Tax Act, will, 
provided the Issuer files a prescribed information return together 
with a copy of the agreement with the Minister of National Revenue 
on or before the last day of the month following the month in 
which the agreement was entered into and the month in which the 
prospectus was first delivered to an investor, and the Issuer 
incurs and renounces that CEE to the subscriber in the form 
prescribed by the Tax Act, be deemed to have incurred CEE in the 
taxation year for which the renunciation by the Issuer is 
effective. 

Except for Eligible CEE incurred within the first 60 days of a 
calendar year, a renunciation of CEE is effective on the day on 
which it is made or such earlier date specified in the prescribed 



form provided that the effective date must be after the date the 
CEE is incurred by the Issuer. 

Eligible CEE incurred by the Issuer within 60 days after the end 
of a calendar year and renounced by the Issuer in theprescribed 
form to a subscriber within 90 days after the end of the calendar 
year will, provided that the renunciation has an effective date of 
December 31 of that year and certain other requirements are met, 
be deemed to have been incurred by the subscriber on December 31 
of that year. 

Cumulative CEE not deducted by a subscriber at the end of the 
particular taxation year may be carried forward indefinitely and 
applied against the subscriberts income for subsequent taxation 
years except as restricted on a change of control of a corporate 
subscriber. Cumulative CEE is reduced by deductions claimed by 
the subscriber in prior years and by any amount that he has 
received or is entitled to receive in respect of assistance or 
benefits in any form in respect of the cumulative CEE incurred or 
that can be reasonably related to Canadian exploration activities. 
A subscriberts cumulative CEE will be reduced by the amount of 
the incentive grant that he receives under the CEIP Act. 

If at the end of a taxation year of a subscriber the deductions in 
calculating his cumulative CEE exceed the additions thereto, the 
excess must be included in completing his income for that year and 
the balance of his cumulative CEE amount will be reduced to nil. 

Incentive Grant under the CEIP Act 

Both individual and corporate subscribers of flow-through shares 
that are not related to the Issuer will be entitled to the 
portion of the 30% incentive grant the Issuer would otherwise 
have been entitled to under the CEIP Act in respect of Eligible 
CEE incurred by it pursuant to the terms of the flow-through share 
agreement, that the Issuer elects to assign to its subscribers of 
flow-through shares. Generally, the amount of the incentive grant 
to which the Issuer would otherwise be entitled in respect of 
Eligible CEE incurred by it pursuant to the terms of a flow- 
through share agreement will be equal to the least of: 

(a) the amount of the Eligible CEE; 

(b) that portion of the amount under (a) which the Issuer 
elects to assign to the subscriber; and 

(c) that portion of the amount under (a) which was funded 
with subscription proceeds from the sale of flow-through 
shares to persons not related to the Issuer. 

The incentive grant payable to the Issuer under the CEIP Act is 



only in respect of Eligible CEE incurred by the Issuer after 
December 31, 1988 and prior to January 1, 1991. 

The amount of any incentive grant received by a subscriber will 
not be included in computing his income but will reduce the 
amount of his Cumulative CEE. 

Annual Exnense Limit (AEI;) 

Each year, the Issuer will be entitled under the CEIP Act to 
incentive grants of 30% of the Eligible CEE incurred by it up to 
the annual limit of $10,000,000. This Annual Expense Limit (AEL) 
applies to the Issuer and all other corporations associated with 
it. Eligible CEE incurred by the Issuer in a year when it has 
already reached its AEL will not qualify for the incentive grant. 
In any year, the Issuer can indirectly increase its AEL for that 
year by renouncing the Eligible CEE incurred by it in the first 60 
days of that year to the previous year provided that the 
renunciation does not have the effect of exceeding the Issuer's 
AEL for the previous year. 

Prescribed Shares 

Under the Tax Act and CEIP Act, a share will not qualify as a 
flow-through share if it is a prescribed share. Under the flow- 
through share agreement, a subscriber will purchase ordinary 
common shares of the Issuer. Such shares are not prescribed 
shares for purposes of the Act or the CEIP Act. 

Tay 

Under the Tax Act, tax payable by an individual and by a trust, 
other than a related segregated fund trust or a mutual fund trust, 
will be the greater of the tax otherwise determined and the 
alternative minimum tax ("AMTn). In calculating taxable income 
for the purpose of determining the AMT (UAdjusted Taxable 
Incomeu), certain deductions otherwise available are disallowed 
and certain amounts not otherwise included are included. The 
additional amounts included are the non-taxable portion of net 
capital gains exempt under the $100,000 lifetime capital gains 
exemption and the full amount of other net capital gains. The 
disallowed items include losses on certain tax shelter 
investments, contributions to registered pension plans and 
retirement savings plans and deductions for CEE. Moreover, the 
amount of Adjusted Taxable Income includes only the amount of 
taxable dividends received without the gross-up and is reduced by 
an exemption of $40,000. The federal rate of AMT is a flat 17%. 
Whether and to what extent the tax liability of a particular 
subscriber will be increased by the AMT will depend on the amount 
of his income, the sources from which it is derived, and the 
nature and amounts of any deductions he claims. Any AMT payable 
for a year is recoverable in any of the following seven years to 



the extent that the tax otherwise payable in any such subsequent 
year exceeds the AMT payable for that subsequent year. 

The minimum tax does not apply to an individual in the year of 
death. 

A subscriber who is an employee and is required to have income tax 
withheld by his employer may apply to Revenue Canada, Taxation for 
a reduction in such withholding. A subscriber who is required to 
pay income tax on an instalment basis may take into account his 
anticipated share of CEE in determining his instalment 
remittances. 

I . . lsgosltion of Flow - Throuah Share% 
Flow-through shares will generally be treated as capital property 
of a subscriber unless he is considered to be a trader or dealer 
in securities or acquired the flow-through shares as an adventure 
or concern in the nature of trade. The adjusted cost base of a 
flow-through share is nil. On the disposition of a flow-through 
share that is capital property, the entire net proceeds will 
constitute a capital gain. Two-thirds of capital gains realized 
by individuals and Canadian-controlled private corporations in 
1988 and 1989 (and by other corporations after June 30, 1988 and 
in 1989), and three-quarters of capital gains realized by all 
taxpayers after 1989, will be included in income. Corporations 
that have a taxation year that straddles the effective date for 
the changes (the "effective dateu) will be required to prorate 
capital gains realized in that taxation year according to the 
number of days of the taxation year that occur prior to and after 
the effective date. Corporations that are private corporations 
are permitted to change their taxation year ends to the effective 
date. This will permit such corporations to have the whole of 
their capital gains realized in a straddle taxation year to be 
taxed at the lower effective rate applicable to capital gains 
realized prior to the effective date. 

Interest Ex~ense on Monev Borrowed to Acauire Flow - Throuah Sharea 
Until a flow-through share is disposed of, reasonable interest 
expense incurred by a subscriber on money borrowed to acquire a 
flow-through share will be deductible in computing his income to 
the extent that the unpaid balance of the loan does not exceed the 
cost of the flow-through share less any part of the subscription 
price returned. Interest will cease to be deductible if all the 
flow-through shares are disposed of to the extent that proceeds of 
disposition are not used to acquire other income-producing 
property. If only a part of the flow-through shares are disposed 
of, interest will continue to be deductible on that portion of the 
loan representing the flow-through shares which continue to be 



held and on that part of the loan representing the cost of any 
income-producing property acquired with proceeds of disposition of 
the flow-through shares. 

Lifetime Ca~ital Gains Exem~tion 

A cumulative lifetime exemption of $100,000 of qualifying capital 
gains is available for individuals other than trusts. For 1988 
and subsequent years, the net capital gains of an individual 
eligible for the exemption in any year will be reduced by his 
cumulative net investment losses ("CNILM). Generally, the CNIL of 
an individual is the amount by which his investment expenses in 
the year and all years commencing after 1987 exceed his investment 
income for those years. Investment expense will include deducted 
interest expense relating to the acquisition of flow-through 
shares and 50% of any CEE renounced to and deducted by an 
individual as a result of acquiring flow-through shares. 
Investment income will include any negative balance of an 
individual's Cumulative CEE resulting from the receipt of an 
incentive grant under the CEIP Act. Each prospective subscriber 
should consult his own tax advisor as to the availability of this 
exemption and as to his potential entitlement thereto in respect 
of any gain he may realize upon a disposition of a flow-through 
share. The non-taxable portion of taxable capital gains exempt 
under the lifetime capital gains exemption and the full amount of 
capital gains not so exempt are included in computing income 
subject to the minimum tax as described above. 

STATUTORY RIGHTS OF RESCISSION AND WITHDRAWAL 

The Securltles Act I .  provides a purchaser with a right to withdraw 
from an agreement to purchase securities within two business days 
after receipt or deemed receipt of a prospectus and further 
provides a purchaser with remedies for rescission or damages where 
the prospectus and any amendment contains a material 
misrepresentation or is not delivered to the purchaser prior to 
delivery of the written confirmation of sale or prior to midnight 
on the second business day after entering into the agreement, but 
such remedies must be exercised by the purchaser within the time 
limit prescribed. For further information concerning these rights 
and the time limits within which they must be exercised the 
purchaser should refer to Section 66, 114, 118 and 124 of the 
Securities Act or consult a lawyer. 



Appendix "Aw 

FLOW-THROUGH SHARE FUNDING AND RENUNCIATION AGREEMENT 

THIS AGREEMENT i s  made t h e  day  o f  I 19 

BETWEEN : 

Each o f  t h o s e  p e r s o n s  who have s u b s c r i b e d  f o r  a l l  o r  any 
o f  t h e  f low t h r o u g h  s h a r e s  o f  t h e  Company a s  set o u t  i n  
t h e  P r o s p e c t u s  o f  t h e  Company d a t e d  O c t o b e r  31, 1988;  

( t h e  " S u b s c r i b e r " )  

OF THE FIRST PART, 

AND : 

WHITE KNIGHT RESOURCES LTD., a  B r i t i s h  Columbia 
company whose r e g i s t e r e d  and  r e c o r d s  o f f i c e  is a t  
1800-400 B u r r a r d  S t r e e t ,  Vancouver ,  B r i t i s h  Columbia,  
V6C 3A6; 

( t h e  "Company " ) 

WHEREAS : 

OF THE SECOND PART, 

A ,  The p r i n c i p a l  b u s i n e s s  of  t h e  Company is mining o r  

e x p l o r i n g  f o r  m i n e r a l s ;  

B , The Company h a s  i n t e r e s t s  i n  m i n e r a l  r e s o u r c e  p r o p e r t i e s  

s i t u a t e d  i n  Canada; 

C , The Company i n t e n d s  t o  c a r r y  o u t  one o r  more e x p l o r a t i o n  

programs on  t h o s e  p r o p e r t i e s  t h a t  may i n c l u d e  g e o l o g i c a l ,  

g e o p h y s i c a l  o r  geochemica l  s u r v e y i n g ,  r o t a r y ,  diamond o r  

p e r c u s s i o n  d r i l l i n g ,  t r e n c h i n g ,  d i g g i n g  t e s t  p i t s  and  p r e l i m i n a r y  
s a m p l i n g  t o  d e t e r m i n e  t h e  e x i s t e n c e ,  l o c a t i o n ,  e x t e n t  and qua1 i t y  

o f  t h e  m i n e r a l  r e s o u r c e s  l o c a t e d  t h e r e o n ;  



D m  The Company a n t i c i p a t e s  t h a t  t h e  e x p e n s e s  i n c u r r e d  i n  

p e r f o r m i n g  t h e  a c t i v i t i e s  d e s c r i b e d  under  R e c i t a l  C w i l l  

c o n s t i t u t e  Canadian  e x p l o r a t i o n  e x p e n s e  w i t h i n  t h e  meaning o f  

s u b p a r a g r a p h  6 6 . 1 ( 6 ) ( a ) ( i i i )  o f  t h e  Income Tax A c t  (Canada)  ( t h e  
" A c t * )  and  t h a t  s u c h  e x p e n s e s  w i l l  q u a l i f y  f o r  a d d i t i o n s  t o  t h e  

mining  e x p l o r a t i o n  d e p l e t i o n  b a s e  as  d e f i n e d  by s u b s e c t  i o n  1 2 0 3  ( 2 )  

o f  t h e  r e g u l a t i o n s  t o  t h e  A c t  o r  f o r  t h e  i n c e n t i v e  g r a n t  p a y a b l e  

u n d e r  t h e  Canad ian  E x p l o r a t i o n  I n c e n t i v e  Proqram A c t  (Canada)  ( t h e  

"CEIP A c t n ) ;  

E m  The S u b s c r i b e r  h a s  a g r e e d  t o  fund,  i n  p a r t ,  t h e  

a c t i v i t i e s  described under  Recital C by s u b s c r i b i n g  f o r  

s h a r e s  i n  t h e  c a p i t a l  o f  t h e  Company t h a t  q u a l i f y  a s  f low-through 

s h a r e s  f o r  p u r p o s e s  of  t h e  A c t  and  t h e  CEIP A c t ;  a n d  

Fw The Company h a s  a g r e e d  t o  expend t h e  s u b s c r i p t i o n  f u n d s  

p r o v i d e d  t h r o u g h  t h e  p u r c h a s e  by t h e  S u b s c r i b e r  and  o t h e r s  o f  

f low- th rough  s h a r e s  i n  t h e  c a p i t a l  o f  t h e  Company i n  p u r s u a n c e  o f  

i ts  a c t i v i t i e s  d e s c r i b e d  u n d e r  Recital  C and  t o  r enounce  t h o s e  

e x p e n d i t u r e s  and  t o  a s s i g n  a n y  i n c e n t i v e  g r a n t  t h a t  it is e n t i t l e d  

t o  u n d e r  t h e  CEIP A c t  i n  r e s p e c t  o f  t h o s e  e x p e n d i t u r e s  t o  t h e  

S u b s c r i b e r  and  t h o s e  o t h e r s  i n  a c c o r d a n c e  w i t h  t h e  A c t  and t h e  
CEIP A c t  a n d  t h e  terms o f  t h i s  Agreement;  

NOW THEREFORE THIS AGREEMENT WITNESSES t h a t  i n  
c o n s i d e r a t i o n  o f  t h e  f o r e g o i n g  and  o f  t h e  mutua l  c o v e n a n t s  h e r e i n  

c o n t a i n e d ,  t h e  p a r t i e s  a g r e e  a s  h e r e i n a f t e r  set  f o r t h .  

1 l D e f i n i t i o n s  

1.01 I n  t h i s  Agreement and  any  o t h e r  Flow-Through S h a r e  
Agreement r e l a t i n g  t o  t h e  O f f e r i n g :  



( a )  "Act"  means t h e  Income Tax A c t  (Canada) ,  RoSoCo 1952,  

c ,  1 4 8 ,  a s  amended; 

( b )  " A d d i t i o n a l  O f f e r i n g "  means a  p r i v a t e  p l acemen t  o r  

p u b l i c  o f f e r i n g ,  o t h e r  t h a n  p u r s u a n t  t o  t h e  O f f e r i n g ,  of 

u n i s s u e d  t r e a s u r y  s h a r e s  i n  t h e  c a p i t a l  o f  t h e  Company 

t h a t  q u a l i f y  a s  Flow-Through S h a r e s  p u r s u a n t  t o  which 

t h e  Company w i l l  e n t e r  i n t o  Flow-Through S h a r e  
Agreements;  

( c )  "AEL" means t h e  Annual Expense L i m i t  o f  t h e  Company a s  

d e f i n e d  under  t h e  CEIP A c t ;  

( d )  * A s s i s t a n c e w  h a s  t h e  meaning a s s i g n e d  by p a r a g r a p h  
6 6 ( 1 5 )  ( a . l )  o f  t h e  A c t ,  and  f o r  g r e a t e r  c e r t a i n t y ,  d o e s  

n o t  i n c l u d e  an  i n c e n t i v e  g r a n t  p a y a b l e  u n d e r  t h e  CEIP 
A c t ;  

( e )  "CEDOEn means Canad ian  e x p l o r a t i o n  and  deve lopment  

o v e r h e a d  e x p e n s e  as  d e f i n e d  by r e g u l a t i o n  1206 t o  t h e  

A c t ;  

( f )  'CEEn means Canadian  e x p l o r a t i o n  e x p e n s e  a s  d e f i n e d  by 

s u b p a r a g r a p h  6 6 , 1 ( 6 ) ( a ) ( i i i )  of  t h e  A c t ;  

( g )  "CEIP A c t n  means t h e  Canad ian  E x p l o r a t i o n  I n c e n t i v e  

Program A c t  ( C a n a d a ) ;  

( h )  " ~ o m p a n y "  means Whi te  K n i g h t  R e s o u r c e s  L t d . ;  

( i )  " C o s t s  o f  t h e  O f f e r i n g w  means a l l  commiss ions  a n d  l e g a l  
and  a c c o u n t i n g  c o s t s  p a y a b l e  by t h e  Company o u t  o f  t h e  



S u b s c r i p t i o n  P r o c e e d s  raised by t h e  O f f e r i n g  a s  more 
p a r t i c u l a r l y  set o u t  i n  t h e  P r o s p e c t u s ;  

(j) "Date o f  R e f e r e n c e "  means t h e  d a t e  t h e  Company a c c e p t s  

e a c h  S u b s c r i b e r  ' s s u b s c r i p t  i o n  f o r  f low- through s h a r e s  

made under  t h e  terms and  c o n d i t i o n s  of  a  s u b s r i p t i o n  

a g r e e m e n t  r e l a t i n g  t o  t h e  O f f e r i n g  which is s u b s t a n -  

t i a l l y  i n  t h e  form o f  Schedule  "An a t t a c h e d  h e r e t o ;  

( k )  " E x p l o r a t i o n  E x p e n d i t u r e s n  means e x p e n d i t u r e s  which 

q u a l i f y  a s  CEE o t h e r  t h a n  CEDOE and amounts  i n  r e s p e c t  

o f  t h e  c o s t s  o f  f i n a n c i n g  t h o s e  e x p e n d i t u r e s ;  

(1) " E x p l o r a t i o n  Program* means t h e  a c t i v i t i e s  of  t h e  

Company i n  c a r r y i n g  o u t  one  or  more e x p l o r a t i o n  programs 

o n  t h e  P r o p e r t y  t h a t  may i n c l u d e  g e o l o g i c a l ,  g e o p h y s i c a l  

o r  geochemica l  s u r v e y i n g ,  r o t a r y ,  diamond o r  p e r c u s s i o n  
d r i l l i n g ,  t r e n c h i n g ,  d i g g i n g  tes t  p i t s  a n d  p r e l i m i n a r y  

s a m p l i n g  t o  d e t e r m i n e  t h e  e x i s t e n c e ,  l o c a t i o n ,  e x t e n t  

a n d  q u a l i t y  o f  t h e  m i n e r a l  r e s o u r c e s  l o c a t e d  t h e r e o n ;  

( m )  nFlow-Through S h a r e w  means a s h a r e  o f  t h e  c a p i t a l  s t o c k  
o f  t h e  Company t h a t  q u a l i f i e s  as a  f low- through s h a r e  

f o r  p u r p o s e s  o f  t h e  A c t  and t h e  CEIP A c t ;  

( n )  *Flow-Through S h a r e  Agreementw means t h i s  Agreement a n d  
a n y  o t h e r  ag reemen t  t h e  terms and c o n d i t i o n s  o f  which 

are i d e n t i c a l  t o  t h i s  Agreement e n t e r e d  i n t o  by t h e  

Company f o r  t h e  p u r p o s e  o f  r a i s i n g  c a p i t a l  u n d e r  t h e  

terms o f  t h e  O f f e r i n g  o r  any A d d i t i o n a l  O f f e r i n g  t o  f u n d  

t h e  E x p l o r a t i o n  Program and,  "Flow-Through S h a r e  
Agreement r e l a t i n g  t o  t h e  O f f e r i n g , "  o r  "Flow-Through 
S h a r e  Agreement r e l a t i n g  t o  a n  A d d i t i o n a l  O f f e r i n g , "  



means a  Flow-Through S h a r e  Agreement e n t e r e d  i n t o  f o r  

t h e  pu rpose  o f  r a i s i n g  c a p i t a l  f o r  s u c h  p u r p o s e  under  

t h e  terms of  t h e  O f f e r i n g  o r  a n  A d d i t i o n a l  O f f e r i n g ,  a s  

t h e  c a s e  may b e ;  

( 0 )  "MEDB' means mining  e x p l o r a t i o n  d e p l e t i o n  b a s e  a s  

d e f i n e d  by s u b s e c t i o n  1 2 0 3 ( 2 )  of  t h e  R e g u l a t i o n s  t o  t h e  

A c t ;  

( p )  " O f f e r i n g "  means t h e  o f f e r i n g  o f  t h e  Company a s  more 

p a r t i c u l a r l y  d e s c r i b e d  i n  t h e  P r o s p e c t u s  t o  a l l o t  a n d  

i s s u e  s h a r e s  o f  t h e  c a p i t a l  o f  t h e  Company which q u a l i f y  

a s  Flow-Through S h a r e s ;  

( q )  " P r o p e r t y "  means t h e  i n t e r e s t s  o f  t h e  Company i n  t h e  

m i n e r a l  r e s o u r c e  p r o p e r t i e s  s i t u a t e d  i n  Canada which a re  

more p a r t i c u l a r l y  d e s c r i b e d  i n  S c h e d u l e  "B" a t t a c h e d  

h e r e t o ;  

( r )  l ' P r ~ ~ p e ~ t ~ ~ "  means t h e  p r o s p e c t u s  of  t h e  Company b e a r i n g  

t h e  d a t e  o f  O c t o b e r  31,  1988, p r e p a r e d  and f i l e d  by t h e  

Company a t  t h e  o f f i c e s  of t h e  S u p e r i n t e n d e n t  of  B r o k e r s  

f o r  t h e  P r o v i n c e  o f  B r i t i s h  Columbia and  t h e  Vancouver 

S t o c k  Exchange i n  c o n n e c t i o n  w i t h  t h e  O f f e r i n g ;  

( s )  " S h a r e s "  means t h e  Flow-Through S h a r e s  i n  t h e  c a p i t a l  o f  

t h e  Company s u b s c r i b e d  f o r  by t h e  S u b s c r i b e r  under  

p a r a g r a p h  5.01; 

( t )  " S u b s c r i b e r '  means a p e r s o n  o t h e r  t h a n  t h e  Company who 

is a  p a r t y  t o  t h i s  Agreement;  



( u )  " S u b s c r i b e r ' s  C o n t r i b u t i o n "  means t h e  amount by which 
t h e  S u b s c r i p t i o n  P r i c e  o f  t h e  S h a r e s  e x c e e d s  t h e  p o r t i o n  

o f  t h e  " C o s t s  o f  t h e  O f f e r i n g "  a l l o c a t e d  t o  t h e  S h a r e s  

i n  a c c o r d a n c e  w i t h  t h e  terms o f  t h e  O f f e r i n g ;  

( v )  " S u b s c r i b e r s  E x p l o r a t i o n  Accountn  means t h e  s e p a r a t e  
bank a c c o u n t  e s t a b l i s h e d  by t h e  Company t o  which t h e  

S u b s c r i b e r ' s  C o n t r i b u t i o n  under  t h i s  Agreement and  a l l  

Flow-Through S h a r e  Agreements  r e l a t i n g  t o  t h e  O f f e r i n g  

are d e p o s i t e d  p u r s u a n t  t o  s u b p a r a g r a p h  6.01 ( a )  ; 

( w )  " S u b s c r i p t i o n  P r i c e "  means t h e  amount p a i d  by t h e  

S u b s c r i b e r  f o r  t h e  S h a r e s  under  p a r a g r a p h  5.02; and  

( x )  n S u b s c r i p t i o n  P r o c e e d s  from t h e  O f f e r i n g  * means t h e  

a g g r e g a t e  o f  t h e  S u b s c r i p t i o n  P r i c e s  p a i d  by t h e  

S u b s c r i b e r  u n d e r  t h i s  Agreement and by a l l  o t h e r  p e r s o n s  
under  Flow-Through S h a r e  Agreements  r e l a t i n g  t o  t h e  

O f f e r i n g ,  f o r  Flow-Through S h a r e s .  

1.02 Each o f  t h e  above c a p i t a l i z e d  words and  p h r a s e s  when 

r e f e r r e d  t o  i n  t h i s  Agreement i n  t h e i r  l o w e r  case s h a l l  have t h e  

same meanings ,  m u t a t i s  mutand i s ,  a s  se t  f o r t h  above. 

2  . Gender  a n d  Number 

2.01 Words i m p o r t i n g  t h e  m a s c u l i n e  g e n d e r  i n c l u d e  t h e  

f e m i n i n e  and  n e u t e r  g e n d e r s ,  and  words i n  t h e  s i n g u l a r  i n c l u d e  t h e  
p l u r a l  and  v i c e  v e r s a  w h e r e v e r  t h e  c o n t e x t  r e q u i r e s .  



Head inqs  

3.01 The h e a d i n g s  i n  t h i s  Agreement a r e  i n s e r t e d  f o r  

c o n v e n i e n c e  o f  r e f e r e n c e  o n l y  a n d  s h a l l  n o t  a f f e c t  t h e  

i n t e r p r e t a t i o n  o f  t h i s  Agreement. 

4 . A p p l i c a b l e  Law 

, 

4.01 T h i s  Agreement s h a l l  be governed  by and  c o n s t r u e d  i n  

a c c o r d a n c e  w i t h  t h e  law o f  t h e  P r o v i n c e  o f  B r i t i s h  Columbia. 

S u b s c r i p t i o n  f o r  S h a r e s  a n d  Payment o f  S u b s c r i p t i o n  
P r i c e  

5.01 The S u b s c r i b e r  h e r e b y  s u b s c r i b e s  f o r  Flow-Through 
S h a r e s  i n  t h e  c a p i t a l  o f  t h e  Company a t  a p r i c e  o f  

DOLLARS , ( $ ) p e r  s h a r e .  

5.02 C o n c u r r e n t l y  w i t h  t h e  e x e c u t i o n  o f  t h i s  Agreement t h e  
S u b s c r i b e r  s h a l l  pay  DOLLARS ( $  ) t o  t h e  
Company i n  f u l l  payment o f  t h e  S u b s c r i p t i o n  P r i c e  f o r  t h e  Sha res .  

6. D e p o s i t  o f  S u b s c r i b e r ' s  C o n t r i b u t i o n  a n d  I s s u a n c e  o f  
S h a r e s  

6.01 Upon r e c e i p t  o f  t h e  S u b s c r i p t  i o n  P r i c e  t h e  Company 
s h a l l :  

( a )  d e p o s i t  t h e  S u b s c r i b e r ' s  C o n t r i b u t i o n  i n t o  a s e p a r a t e  
bank a c c o u n t  e s t a b l i s h e d  by t h e  Company f o r  p u r p o s e s  o f  

f i n a n c i n g  t h e  E x p l o r a t i o n  Program from f u n d s  r a i s e d  

under  t h e  O f f e r i n g ;  a n d  



( b )  upon r e c e i p t  o f  a l l  n e c e s s a r y  s e c u r i t i e s  r e g u l a t o r y  
a p p r o v a l s ,  i s s u e  t h e  S h a r e s  t o  t h e  S u b s c r i b e r  and 

d e l i v e r  a s h a r e  c e r t i f i c a t e  t o  t h e  S u b s c r i b e r  

r e p r e s e n t i n g  t h e  S h a r e s .  

A d d i t i o n a l  I n v e s t o r s  t o  P a r t i c i p a t e  i n  E x p l o r a t i o n  
Proqram 

7.01 The Company r e p r e s e n t s  and  t h e  S u b s c r i b e r  acknowledges  
t h a t :  

( a )  i t  h a s  e n t e r e d  i n t o  and  w i l l  be  e n t e r i n g  i n t o  
Flow-Through S h a r e  Agreements  r e l a t i n g  t o  t h e  O f f e r i n g  

o t h e r  t h a n  t h i s  Agreement and  e a c h  o f  t h o s e  o t h e r  
a g r e e m e n t s  w i l l  have  t h e  same Date of  R e f e r e n c e  as t h i s  

Agreement ; 

( b )  a l l  S u b s c r i b e r ' s  C o n t r i b u t i o n s  r e c e i v e d  by t h e  Company 
p u r s u a n t  t o  t h e  Flow-Through S h a r e  Agreements r e l a t i n g  

t o  t h e  O f f e r i n g  s h a l l  be  d e p o s i t e d  i n  t h e  S u b s c r i b e r s '  

E x p l o r a t i o n  Account;  

( c )  t h e  Company may i s s u e  a d d i t i o n a l  Flow-Through S h a r e s  

o u t s i d e  t h e  terms o f  t h e  O f f e r i n g  p u r s u a n t  t o  t h e  terms 

o f  a n  A d d i t i o n a l  O f f e r i n g ;  

( d )  f o r  e a c h  A d d i t i o n a l  O f f e r i n g ,  t h e  Company w i l l  e s t a b l i s h  

a  s e p a r a t e  s u b s c r i b e r s '  e x p l o r a t i o n  a c c o u n t  a t  a  bank 

f o r  d e p o s i t i n g  t h e  s u b s c r i p t  i o n  p r o c e e d s  raised u n d e r  

t h e  A d d i t i o n a l  O f f e r i n g  less a l l  commiss ions  and  l e g a l  
and  a c c o u n t i n g  c o s t s  p a y a b l e  o u t  o f  t h e  s u b s c r i p t i o n  

p r o c e e d s  r a i s e d  u n d e r  t h a t  A d d i t i o n a l  O f f e r i n g ;  



( e )  t h e  s u b s c r i p t i o n  p r o c e e d s  r e c e i v e d  by t h e  Company from 

any  A d d i t i o n a l  O f f e r i n g  w i l l  n o t  be commingled w i t h  t h e  

f u n d s  c o m p r i s i n g  t h e  S u b s c r i b e r s '  E x p l o r a t i o n  Account;  

( f )  t h e  S u b s c r i b e r s '  E x p l o r a t i o n  Account w i l l  be  d a t e d  f o r  

r e f e r e n c e  t h e  same d a t e  a s  t h e  Date of  R e f e r e n c e  o f  t h e  

Flow-Through S h a r e  Agreements  r e l a t i n g  t o  t h e  O f f e r i n g ;  

( g )  e a c h  s u b s c r i b e r s '  e x p l o r a t i o n  a c c o u n t  e s t a b l i s h e d  by t h e  

Company f o r  e a c h  A d d i t i o n a l  O f f e r i n g  w i l l  be  d a t e d  f o r  

r e f e r e n c e  t h e  same d a t e  as: 

( i )  where t h e  A d d i t i o n a l  O f f e r i n g  is a  p r i v a t e  
p l acemen t  o f  s e c u r i t i e s ,  t h e  date o f  r e f e r e n c e  
o f  t h e  A d d i t i o n a l  O f f e r i n g ;  a n d  

( i i )  where t h e  A d d i t i o n a l  O f f e r i n g  is a p u b l i c  
o f f e r i n g  o f  s e c u r i t i e s ,  t h e  date o f  c l o s i n g  o f  

t h e  A d d i t i o n a l  O f f e r i n g .  

( h )  t h e  Company s h a l l  expend t h e  s u b s c r i b e r s '  e x p l o r a t i o n  

a c c o u n t s  e s t a b l i s h e d  f o r  t h e  O f f e r i n g  and  e a c h  
A d d i t i o n a l  O f f e r i n g  on E x p l o r a t i o n  E x p e n d i t u r e s  i n  t h e  

o r d e r  o f  t h e i r  dates o f  r e f e r e n c e  a n d  s h a l l  r enounce ,  i n  

a c c o r d a n c e  w i t h  p a r a g r a p h  15 .01 ,  E x p l o r a t i o n  

E x p e n d i t u r e s  t o  t h e  s u b s c r i b e r s  whose s u b s c r i b e r s  ' 
c o n t r i b u t i o n s  c o n s t i t u t e d  t h e  s u b s c r i b e r s 1  e x p l o r a t i o n  

a c c o u n t s  t h a t  were s o  expended o n  E x p l o r a t i o n  

E x p e n d i t u r e s .  



A p p l i c a t i o n  o f  S u b s c r i b e r ' s  E x p l o r a t i o n  Account 

8.01 S u b j e c t  t o  t h e  Company's r i g h t  t o  r e v i s e  t h e  E x p l o r a t i o n  
Program p u r s u a n t  t o  p a r a g r a p h  22.01, t h e  Company s h a l l  u s e  a l l  

amounts  d e p o s i t e d  i n  t h e  S u b s c r i b e r s '  E x p l o r a t i o n  Account 
e x c l u s i v e l y  f o r  t h e  p u r p o s e  o f  i n c u r r i n g  E x p l o r a t i o n  E x p e n d i t u r e s  

i n  p u r s u a n c e  o f  t h e  E x p l o r a t i o n  Program. 

8.02 The S u b s c r i b e r  acknowledges  t h a t  any  i n t e r e s t  a c c r u i n g  
on amounts  d e p o s i t e d  i n  t h e  S u b s c r i b e r s '  E x p l o r a t i o n  Account s h a l l  

a c c r u e  t o  t h e  s o l e  b e n e f i t  o f  t h e  Company and may be  used  by t h e  
Company f o r  g e n e r a l  c o r p o r a t e  pu rposes .  

S c h e d u l e  f o r  I n c u r r i n q  E x p l o r a t i o n  E x p e n d i t u r e s  

9.01 The Company s h a l l  u s e  i t s  b e s t  e f f o r t s  t o  expend t h e  

S u b s c r i b e r s '  E x p l o r a t i o n  Account on E x p l o r a t i o n  E x p e n d i t u r e s  

be tween t h e  Date of  R e f e r e n c e  o f  t h e  Flow-Through S h a r e  Agreements 

r e l a t i n g  t o  t h e  O f f e r i n g  and  t h e  e x p i r y  o f  t h e  6 0 t h  day  a f t e r  t h e  
e n d  of t h e  . y e a r  i n  which t h e  Flow-Through S h a r e  Agreements  

r e l a t i n g  t o  t h e  O f f e r i n g  were made. 

9.02 I n  t h e  e v e n t  t h a t  any  b a l a n c e  r e m a i n s  i n  t h e  

S u b s c r i b e r s '  E x p l o r a t i o n  Account a f t e r  t h e  d a y  r e f e r r e d  t o  i n  

p a r a g r a p h  9.01, t h a t  b a l a n c e  s h a l l  be expended by t h e  Company t o  

f u n d  E x p l o r a t i o n  E x p e n d i t u r e s  as  soon a s  is p r a c t i c a l  i n  t h e  

c i r c u m s t a n c e s  b u t ,  i n  any e v e n t ,  t h e  Company s h a l l  u s e  i t s  b e s t  

e f f o r t s  t o  expend t h a t  b a l a n c e  p r i o r  t o  t h e  f i r s t  day  o f  t h e  2 5 t h  
month commencing a f t e r  t h e  Date of R e f e r e n c e  o f  t h e  Flow-Through 

S h a r e  Agreements  r e l a t i n g  t o  t h e  O f f e r i n g .  



Company t o  Renounce E x p l o r a t i o n  E x p e n d i t u r e s  i n  Favour  
o f  S u b s c r i b e r  

10 ,Ol  The Company s h a l l ,  w i t h i n  t h e  times set f o r t h  below and 

i n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  s u b s e c t i o n  6 6 ( 1 2 . 6 )  o f  t h e  

A c t ,  t a k e  a l l  n e c e s s a r y  s t e p s  t o  r enounce  i n  f a v o u r  o f  t h e  

S u b s c r i b e r ,  and a l l  o t h e r  s u b s c r i b e r s  who have e n t e r e d  i n t o  

Flow-Through S h a r e  Agreements  r e l a t i n g  t o  t h e  O f f e r i n g ,  t h e  lesser 
o f :  

( a )  t h e  a g g r e g a t e  o f  t h e  S u b s c r i b e r s '  C o n t r i b u t i o n s  made 
u n d e r  a l l  Flow-Through S h a r e  Agreements  r e l a t i n g  t o  t h e  
O f f e r i n g ;  a n d  

(b) t h e  amount o f  E x p l o r a t i o n  E x p e n d i t u r e s  i n c u r r e d  by t h e  
Company under  t h e  E x p l o r a t i o n  Program d u r i n g  t h e  p e r i o d s  

s p e c i f i e d  below less  t h e  amount, i f  any ,  o f  A s s i s t a n c e ,  

t h a t  t h e  Company r e c e i v e d  o r  may r e a s o n a b l y  be e x p e c t e d  

t o  r e c e i v e  i n  r e s p e c t  o f  s u c h  E x p l o r a t i o n  E x p e n d i t u r e s :  

P e r i o d  o f  
E x p l o r a t i o n  

Ren, Date o f  E f f e c t i v e  Date E x p e n d i t u r e s  
No, R e n u n c i a t i o n  - o f  R e n u n c i a t i o n  t o  be Renounced 

W i t h i n  9 0  d a y s  o f  December 3 1 s t  o f  Any a n d  a l l  Explor -  
t h e  end  o f  t h e  t h e  y e a r  i n  which a t i o n  E x p e n d i t u r e s  
y e a r  i n  which t h i s  t h i s  Agreement was i n c u r r e d  be tween 
Agreement was made , t h e  date o f  t h i s  
made, Agreement and  t h e  

e x p i r y  o f  t h e  6 0 t h  
day  a f t e r  t h e  e n d  
o f  t h e  y e a r  i n  
which t h i s  Agree- 
ment was made, 



2. W i t h i n g o d a y s  o f  December 3 1 s t  o f  Any and  a l l  Exp lo r -  
t h e  end  o f  t h e  t h e  y e a r  f o l l o w i n g  a t  i o n  E x p e n d i t u r e s  
y e a r  f o l l o w i n g  t h e  t h e  y e a r  i n  which i n c u r r e d  s i n c e  t h e  
y e a r  i n  which  t h i s  t h i s  Agreement was e n d  o f  t h e  p r e v i o u s  
Agreement was made, r e n u n c i a t i o n  p e r i o d  
made. and  t h e  e x p i r y  of  

t h e  6 0 t h  day a f t e r  
t h e  end  of  t h e  y e a r  
f o l l o w i n g  t h e  y e a r  
i n  which t h i s  
Agreement was made, 

3. W i t h i n  30 d a y s  The l a s t  day o f  Any and  a l l  Exp lo r -  
o f  t h e  l a s t  d a y  o f  t h e  2 4 t h  month a t  i o n  E x p e n d i t u r e s  
t h e  2 4 t h  month f o l l o w i n g  t h e  d a t e  i n c u r r e d  s i n c e  t h e  
f o l l o w i n g  t h e  d a t e  o f  t h i s  p r e v i o u s  r e n u n c i a -  
o f  t h i s  Agreement. Agreement. t i o n  p e r i o d  and  t h e  

l a s t  day  o f  t h e  
2 4 t h  month p e r i o d  
f o l l o w i n g  t h e  d a t e  
o f  t h i s  Agreement. 

10.02 I f  t h e  Company and t h e  S u b s c r i b e r  a r e  n o t  d e a l i n g  a t  

" a r m ' s  l e n g t h n  w i t h i n  t h e  meaning a s s i g n e d  by t h e  A c t ,  i n  
p a r a g r a p h  1 0 . 0 1 ( b )  t h e  p h r a s e  "30 daysv1  s h a l l  be  s u b s t i t u t e d  f o r  

t h e  p h r a s e  "90 d a y s n  whereve r  it a p p e a r s  i n  t h e  column headed 

"Date o f  R e n u n c i a t i o n n  and  t h e  p h r a s e  " t h e  e x p i r y  o f  t h e  6 0 t h  d a y  

a f t e r n  s h a l l  b e  d e l e t e d  whereve r  it a p p e a r s  i n  t h e  column headed 

" P e r i o d  o f  E x p l o r a t i o n  E x p e n d i t u r e s  t o  be  Renounced". 

1 0 , 0 3  S u b j e c t  t o  p a r a g r a p h  10.04,  t h e  Company s h a l l ,  f o r  

p u r p o s e  o f  t h e  CEIP A c t ,  e lect  under  S e c t i o n  1 5  of  t h e  r e g u l a t i o n s  

t o  t h e  CEIP A c t  p r i o r  t o  t h e  9 1 s t  day  o f  a c a l e n d a r  y e a r  and  i n  

t h e  form p r e s c r i b e d  by t h e  M i n i s t e r  under  t h a t  A c t  t o  have  a l l  
E x p l o r a t i o n  E x p e n d i t u r e s  i n c u r r e d  by t h e  Company w i t h i n  t h e  f i r s t  

60  d a y s  o f  t h a t  c a l e n d a r  y e a r  deemed t o  have been  i n c u r r e d  by t h e  

Company on December 3 1  o f  t h e  p r i o r  c a l e n d a r  y e a r .  



10.04 The Company s h a l l  n o t  make t h e  e l e c t i o n  r e f e r r e d  t o  

under  p a r a g r a p h  10 .03  i n  r e s p e c t  o f  any  E x p l o r a t i o n  E x p e n d i t u r e s  

i n c u r r e d  d u r i n g  t h e  f i r s t  6 0  d a y s  o f  a c a l e n d a r  y e a r  t h a t :  

( a )  are i n c u r r e d  by  t h e  Company i n  t h e  p e r i o d  J a n u a r y  1, 

1 9 8 1  t o  March 1, 1989, i n c l u s i v e ;  o r  

( b )  e x c e e d  t h e  AEL o f  t h e  Company f o r  t h e  p r i o r  c a l e n d a r  
y e a r  r e f e r r e d  t o  u n d e r  p a r a g r a p h  10.05. 

10.05 S h o u l d  t h e  Company e x p e c t  t o  e a r n  income f o r  any  f i s c a l  

p e r i o d  d u r i n g  t h e  t w e n t y - f o u r  ( 2 4 )  month p e r i o d  commencing a f t e r  

t h e  Date o f  R e  f e r e n c e  o f  t h e  Flow-Through S h a r e  Agreements 

r e l a t i n g  t o  t h i s  o f f e r i n g ,  .'in a d d i t i o n  t o  t h e  f o r e g o i n g  

r e n u n c i a t i o n s ,  t h e  Company s h a l l  on  t h e  " E f f e c t i v e  Date* a s  

d e f i n e d  under  p a r a g r a p h  10.06 r e n o u n c e  i n  f a v o u r  o f  t h e  

s u b s c r i b e r s  u n d e r  a l l  Flow-Through S h a r e  Agreements  r e l a t i n g  t o  

t h e  O f f e r i n g ,  t h e  l eas t  o f :  

( a )  t h e  a g g r e g a t e  o f  t h e  S u b s c r i b e r ' s  C o n t r i b u t i o n s  made by 

a l l  s u b s c r i b e r s  u n d e r  t h e  Flow-Through S h a r e  Agreements  

r e l a t i n g  t o  t h e  O f f e r i n g ;  

( b )  t h e  amount by which t h e  amount under  s u b p a r a g r a p h  ( a )  

e x c e e d s  t h e  a g g r e g a t e  amount p r e v i o u s l y  r enounced  u n d e r  

p a r a g r a p h  10 .01  t o  a l l  s u b s c r i b e r s  u n d e r  t h e  
Flow-Through S h a r e  Agreements  r e l a t i n g  t o  t h e  O f f e r i n g  ; 
and 

( c )  a l l  E x p l o r a t i o n  E x p e n d i t u r e s  i n c u r r e d  by t h e  Company 

s i n c e  t h e  end  o f  t h e  p r e v i o u s  r e n u n c i a t i o n  p e r i o d  up t o  

t h e  e f f e c t i v e  date o f  t h i s  r e n u n c i a t i o n .  



10.06 The E f f e c t i v e  Date  o f  t h e  r e n u n c i a t i o n  under  p a r a g r a p h  
10.05 s h a l l  b e  t h e  day  p r e c e d i n g  t h e  l a s t  day  of t h e  f i s c a l  p e r i o d  

o f  t h e  Company r e f e r r e d  t o  t h e r e i n .  

Company t o  F i l e  P r e s c r i b e d  Form i n  R e s p e c t  o f  
R e n u n c i a t i o n s  

1 1 , O l  I n  r e s p e c t  o f  e a c h  r e n u n c i a t i o n  made p u r s u a n t  t o  t h i s  
Agreement ,  t h e  Company s h a l l  on  o r  b e f o r e  t h e  l a s t  day  o f  t h e  

month f o l l o w i n g  t h e  month i n  which t h e  r e n u n c i a t i o n  was made, f i l e  

w i t h  t h e  M i n i s t e r  o f  N a t i o n a l  Revenue s u c h  i n f o r m a t i o n  r e t u r n s  as 

a re  p r e s c r i b e d  by  s u b s e c t i o n  66(12 .7 )  o f  t h e  A c t .  

11.02 The Company s h a l l  s e n d  t o  t h e  S u b s c r i b e r  a t  h i s  a d d r e s s  

set o u t  on  t h e  f i r s t  page o f  t h i s  Agreement, a  copy o f  e a c h  

i n f o r m a t i o n  r e t u r n  f i l e d  w i t h  t h e  M i n i s t e r  o f  N a t i o n a l  Revenue 

under  p a r a g r a p h  11.01. 

Company to  F i l e  Copy o f  Aqreement w i t h  Revenue Canada 

12.01 The Company s h a l l  f i l e ,  t o g e t h e r  w i t h  a copy of  t h i s  

Agreement,  t h e  p r e s c r i b e d  form r e f e r r e d  t o  i n  s u b s e c t  i o n  

66(12 .68)  o f  t h e  A c t  w i t h  t h e  M i n i s t e r  of  N a t i o n a l  Revenue on o r  
b e f o r e  t h e  l a s t  d a y  o f  t h e  month f o l l o w i n g  t h e  e a r l i e r  o f :  

( a )  t h e  month i n  which t h i s  Agreement is made, a s  set  o u t  o n  

t h e  f i r s t  page  o f  t h i s  Agreement;  a n d  

( b )  t h e  month i n  which t h e  P r o s p e c t u s  is  f i r s t  d e l i v e r e d  t o  
a p o t e n t i a l  i n v e s t o r  o f  t h e  Company. 



13. Company t o  Make E l e c t i o n  Under CEIP A c t  

13 .01  The Company s h a l l  i n  t h e  form and manner s u b s c r i b e d  by 

t h e  C E I P  A c t ,  e lec t  under  s e c t i o n  8 t h e r e o f  t o  flow t h e  amount 

o f  t h e  i n c e n t i v e s  i n  r e s p e c t  of  E x p l o r a t i o n  Expenses i n c u r r e d  by 

i t  o r  deemed t o  have been i n c u r r e d  by i t  f o r  pu rpose s  of t h e  CEIP 

A c t  i n  any c a l e n d a r  y e a r ,  t o  t h e  S u b s c r i b e r s  whose S u b s c r i b e r s '  

C o n t r i b u t i o n s  c o n s t i t u t e d  t h e  S u b s c r i b e r s '  E x p l o r a t i o n  Accounts  
t h a t  were expended by t h e  Company on t h o s e  E x p l o r a t i o n  Expenses. 

13.02 The Company s h a l l  send t o  t h e  S u b s c r i b e r  a t  h i s  a d d r e s s  

set o u t  on t h e  f i r s t  page o f  t h i s  Agreement, a copy of  each  form 
f i l e d  w i t h  t h e  M i n i s t e r  under t h e  CEIP A c t  p u r s u a n t  t o  pa r ag raph  . 
13.01. 

14. R e p r e s e n t a t i o n s  and W a r r a n t i e s  o f  t h e  Company 

14.01 The Company r e p r e s e n t s  and w a r r a n t s  t o  t h e  S u b s c r i b e r  

t h a t :  

( a )  it is a r e p o r t i n g  company d u l y  o r g a n i z e d  and v a l i d l y  
e x i s t i n g  under  t h e  laws o f  its j u r i s d i c t i o n  o f  

i n c o r p o r a t i o n ,  i t  is i n  good s t a n d i n g  w i t h  t h e  c o r p o r a t e  
governmenta l  a u t h o r i t i e s  o f  such  j u r i s d i c t i o n  w i t h  

r e s p e c t  t o  t h e  f i l i n g  o f  annua l  r e t u r n s  and such  o t h e r  

f i l i n g s  as are n e c e s s a r y  t o  ma in t a in  i ts  c o r p o r a t e  

e x i s t e n c e  and it h a s  f u l l  c o r p o r a t e  power t o  conduc t  i ts 
b u s i n e s s  as  such  b u s i n e s s  is now be ing  conduc ted ;  

( b )  t h e r e  a r e  no c l a i m s ,  a c t i o n s ,  s u i t s ,  judgments,  o r  

p roceed ings  pending a g a i n s t  o r  a f f e c t i n g  t h e  Company 

which w i l l  o r  may have a m a t e r i a l  a d v e r s e  e f f e c t  upon 

t h e  Company, no r  does  it know of any r e a s o n a b l e  ground 



f o r  any such  c l a ims ,  a c t i o n s ,  s u i t s ,  judgments o r  

p roceed ings  ; 

( c )  t h e  e n t e r i n g  i n t o  o f  t h i s  Agreement by t h e  Company h a s  

been d u l y  a u t h o r i z e d  by t h e  d i r e c t o r s  of  t h e  Company; 

( d )  it h a s  t h e  f u l l  power and a u t h o r i t y  t o  e n t e r  i n t o  and 

perform t h i s  Agreement and t o  do  a l l  o t h e r  a c t s  which 

may be n e c e s s a r y  t o  consummate t h e  t r a n s a c t i o n s  
con templa ted  he reby ;  

( e )  it has  an  a u t h o r i z e d  c a p i t a l  o f  10,000,000 Common s h a r e s  

w i thou t  p a r  v a l u e  of  which one w i l l  be i s s u e d  and 

o u t s t a n d i n g  a s  f u l l y  p a i d  and non-assessab le ,  p r i o r  t o  

O f f e r i n g ;  

( f )  t h e  i s s u e  of  t h e  S h a r e s  w i l l ,  a t  t h e  time o f  t h e i r  

d e l i v e r y ,  have been approved by a l l  r e q u i s i t e  c o r p o r a t e  

a c t i o n  and w i l l ,  upon i s s u e  and d e l i v e r y ,  be  v a l i d l y  

i s s u e d  a s  f u l l y  p a i d  and non -a s se s sab l e ;  

( g )  t h e r e  s h a l l  be no c o n s e n t ,  app rova l ,  a u t h o r i z a t i o n ,  

o r d e r  o r  agreement of  any s t o c k  exchange,  s e c u r i t i e s  
commission o r  s i m i l a r  a u t h o r i t y  i n  Canada, governmenta l  

agency o r  r e g u l a t o r ,  c o u r t  o r  any o t h e r  pe r son  which may 

be r e q u i r e d  f o r  t h e  i s s u a n c e  o f  t h e  S h a r e s  and t h e  
d e l i v e r y  o f  c e r t i f i c a t e s  r e p r e s e n t i n g  t h e  S h a r e s  t o  t h e  

S u b s c r i b e r ,  n o t  o b t a i n e d  and n o t  i n  e f f e c t  on t h e  date 

o f  d e l i v e r y  of  such  s h a r e  c e r t i f i c a t e s ;  

( h )  it is a  " p r i n c i p a l - b u s i n e s s  c o r p o r a t i o n w  w i t h i n  t h e  

meaning a s s i g n e d  by pa r ag raph  6 6 ( 1 5 )  ( h )  of  t h e  A c t ;  



( i )  it is a q u a l i f i e d  c o r p o r a t i o n  f o r  pu rpose s  of  t h e  CEIP 

A c t ;  

( j) t h e  s h a r e s  t o  be i s s u e d  under  t h e  terms of t h i s  
Agreement w i l l  q u a l i f y  as nf low-through s h a r e s N  w i t h i n  
t h e  meaning a s s i g n e d  by pa r ag raph  6 6 ( 1 5 ) ( d . l )  of  t h e  

A c t  and s e c t i o n  8 o f  t h e  r e g u l a t i o n s  t o  t h e  CEIP A c t ;  

( k )  i f  t h e  Company is e n t i t l e d  t o  r e c e i v e  any A s s i s t a n c e  i n  

r e s p e c t  of  t h e  E x p l o r a t i o n  Program, t h e  Company s h a l l  
u se  i t s  b e s t  e f f o r t s  t o  i n c u r  s u f f i c i e n t  E x p l o r a t i o n  

Expend i t u r e s  i n  pursuance  of  t h e  E x p l o r a t i o n  Program 

such  t h a t ,  a f t e r  d e d u c t i o n  t he r e f rom o f  t h e  amount of  

t h e  ~ s s i s t a n c e ,  t h e  Company w i l l  be a b l e  pu r suan t  t o  
pa r ag raph  10 ,  t o  make r e n u n c i a t i o n s  t o  e ach  s u b s c r i b e r  

under a  Flow-Through Share  Agreement r e l a t i n g  t o  t h e  

O f f e r i n g  f o r  a n  amount e q u a l  t o  t h e  S u b s c r i b e r ' s  

C o n t r i b u t i o n ;  

(1) s h o u l d  management o f  t h e  Company become aware of  a n  

imminent a c q u i s i t i o n  o f  c o n t r o l  o f  t h e  Company f o r  

pu rpose s  o f  t h e  A c t ,  t h e  Company s h a l l  t a k e  a l l  

p r a c t i c a b l e  s t e p s  t o  f o r t h w i t h  renounce  t o  a l l  
s u b s c r i b e r s  under  Flow-Through Sha re  Agreements r e l a t i n g  

t o  t h e  O f f e r i n g  any and a l l  E x p l o r a t i o n  Expend i t u r e s  
t h a t  have been p a i d  f o r  o r  w i l l  be p a i d  f o r  o u t  of  t h e  

S u b s c r i b e r s 1  E x p l o r a t i o n  Account and which have been 

i n c u r r e d  s i n c e  t h e  end o f  t h e  p r e v i o u s  r e n u n c i a t i o n  

p e r i o d  and p r i o r  t o  t h e  d a t e  o f  such  r e n u n c i a t i o n ;  

( m )  t h e  E x p l o r a t i o n  Expend i t u r e s  w i l l  f o r  pu rpose s  of t h e  

A c t  q u a l i f y  a s  CEE o t h e r  t h a n  CEDOE and amounts i n  
r e s p e c t  o f  t h e  c o s t s  o f  f i n a n c i n g  t h o s e  e x p e n d i t u r e s ;  



( n )  t h e r e  a r e  n o  o t h e r  Flow-Through S h a r e  Agreements 

r e l a t i n g  t o  a n  A d d i t i o n a l  O f f e r i n g  which have a n  e a r l i e r  

Date o f  R e f e r e n c e  t h a n  t h a t  i n  r e s p e c t  o f  t h e  O f f e r i n g  

under  t h i s  Agreement;  

( 0 )  t h e  S u b s c r i b e r s '  E x p l o r a t i o n  Account w i l l  n o t  exceed  t h e  

AEL o f  t h e  Company f o r  t h e  c a l e n d a r  y e a r  t h a t  t h i s  

Agreement is e n t e r e d  i n t o  n o r  f o r  t h e  y e a r  n e x t  

p r e c e d i n g  t h a t  y e a r  o r  t h e  y e a r  n e x t  s u c c e e d i n g  t h a t  

y e a r ;  and  

( p )  t h e  Company is n o t  re la ted t o  t h e  S u b s c r i b e r  f o r  t h e  

p u r p o s e s  o f  t h e  CEIP A c t .  

A l l o c a t i o n  of  E x p l o r a t i o n  Expenses  

15.01 Each r e n u n c i a t i o n  o f  E x p l o r a t i o n  Expenses  p u r s u a n t  t o  
p a r a g r a p h  1 0  of t h i s  Agreement s h a l l  b e  a l l o c a t e d  among t h e  

S u b s c r i b e r  and  t h o s e  o t h e r  p e r s o n s  who have e n t e r e d  i n t o  a  

Flow-Through S h a r e  Agreement r e l a t i n g  t o  t h e  O f f e r i n g  p r o  r a t a  

a c c o r d i n g  t o  t h e  r e l a t i v e  amounts  o f  t h e i r  r e s p e c t i v e  S u b s c r i b e r ' s  

C o n t r i b u t i o n s .  

16. No R e n u n c i a t i o n  t o  T h i r d  P a r t i e s  

16.01 The Company s h a l l  n o t  r enounce  any E x p l o r a t i o n  

E x p e n d i t u r e s  i n  r e s p e c t  o f  i ts  E x p l o r a t i o n  Program wh i c h  have 

been  funded from t h e  S u b s c r i b e r s '  E x p l o r a t i o n  Account i n  f a v o u r  o f  

a n y  p e r s o n  o t h e r  t h a n  t h e  S u b s c r i b e r  and t h e  o t h e r  s u b s c r i b e r s  

under  t h e  Flow-Through S h a r e  Agreements  r e l a t i n g  t o  t h e  O f f e r i n g .  



Company Not t o  C l a i m  a Deduc t ion  i n  R e s p e c t  o f  t h e  
E x p l o r a t i o n  E x p e n d i t u r e s  

17 ,Ol  The Company acknowledges  t h a t  i t  h a s  no  r i g h t  t o  claim 
a n y  d e d u c t i o n  f o r  CEE o r  d e p l e t i o n  o f  any s o r t  i n  r e s p e c t  o f  t h e  

E x p l o r a t i o n  E x p e n d i t u r e s  funded  from t h e  S u b s c r i b e r s '  E x p l o r a t i o n  

Account and  c o v e n a n t s  n o t  t o  claim any such  d e d u c t i o n  when 

p r e p a r i n g  i ts  t a x  r e t u r n s  from time t o  time. 

1 8 ,  Company May R e c e i v e  A s s i s t a n c e  i n  R e s p e c t  o f  t h e  
E x p l o r a t i o n  E x p e n d i t u r e s  

18 .01  The S u b s c r i b e r  acknowledges  t h a t  any A s s i s t a n c e  t h e  
Company may i n  r e s p e c t  o f  t h e  E x p l o r a t i o n  Program w i l l  be  s o l e l y  

f o r  t h e  b e n e f i t  o f  t h e  Company and t h e  S u b s c r i b e r  w i l l  have n o  

i n t e r e s t  i n  t h a t  A s s i s t a n c e ,  

18.02 The Company s h a l l  n o t  make any r e n u n c i a t i o n s  i n  f a v o u r  
o f  t h e  S u b s c r i b e r  o r  a n y  o t h e r  p e r s o n  who h a s  e n t e r e d  i n t o  a 
Flow-Through S h a r e  Agreement r e l a t i n g  t o  t h e  O f f e r i n g  i n  r e s p e c t  

o f  E x p l o r a t i o n  E x p e n d i t u r e s  which have been  funded  from a n y  
A s s i s t a n c e ,  

19 ,  Company t o  Account t o  S u b s c r i b e r  

19 ,Ol  The Company w i l l  m a i n t a i n  p r o p e r  a c c o u n t i n g  books and 
r e c o r d s  r e l a t i n g  t o  t h e  E x p l o r a t i o n  E x p e n d i t u r e s  and on t h e  

c o m p l e t i o n  o f  t h e  E x p l o r a t i o n  Program, t h e  Company s h a l l  a c c o u n t  
t o  t h e  S u b s c r i b e r  i n  r e s p e c t  o f  t h e  a p p l i c a t i o n  o f  t h e  

S u b s c r i b e r s  E x p l o r a t i o n  Account.  



2  0. No D i s s e m i n a t i o n  o f  C o n f i d e n t i a l  I n f o r m a t i o n  

20.01 The Company s h a l l  b e  e n t i t l e d  t o  h o l d  c o n f i d e n t i a l  a l l  
e x p l o r a t i o n  i n f o r m a t i o n  r e l a t i n g  t o  any  program on which any 

p o r t i o n  o f  t h e  S u b s c r i b e r s '  E x p l o r a t i o n  Account is expended 

p u r s u a n t  t o  t h i s  Agreement and any o t h e r  Flow-Through S h a r e  

Agreement r e l a t i n g  t o  t h e  O f f e r i n g  and  it s h a l l  n o t  be o b l i g a t e d  
t o  make s u c h  i n f o r m a t i o n  a v a i l a b l e  t o  t h e  S u b s c r i b e r  e x c e p t  i n  t h e  

manner and  a t  s u c h  time as  it m a k e s  any  s u c h  i n f o r m a t i o n  a v a i l a b l e  

t o  i ts  s h a r e h o l d e r s  o r  t o  t h e  p u b l i c  p u r s u a n t  t o  t h e  r u l e s  and  

p o l i c i e s  o f  any s t o c k  exchange  or  t h e  laws, r e g u l a t i o n s  o r  
p o l i c i e s  o f  any p r o v i n c e .  

S u b s c r i b e r  Not t o  Acqu i re  any  I n t e r e s t  i n  t h e  P r o p e r t y  

21.01 The S u b s c r i b e r  s h a l l  n o t ,  a s  a  r e s u l t  o f  t h e  Company 

i n c u r r i n g  a n y  E x p l o r a t i o n  E x p e n d i t u r e s  i n  p u r s u a n c e  of  t h e  
E x p l o r a t i o n  Program o r  by r e a s o n  o f  t h i s  Agreement, a c q u i r e  a n y  

i n t e r e s t  i n  o r  t o  t h e  P r o p e r t y .  

R e v i s i o n  o f  E x p l o r a t i o n  Proqram 

22.01 Whi le  it is t h e  p r e s e n t  i n t e n t i o n  o f  t h e  Company t o  
u n d e r t a k e  t h e  E x p l o r a t i o n  Program, t h e  d a t a  and i n f o r m a t i o n  

c o l l e c t e d  i n  p u r s u a n c e  o f  t h e  E x p l o r a t i o n  Program may c a u s e  t h e  

Company t o  a l t e r  t h e  i n i t i a l l y  p roposed  program o f  e x p l o r a t i o n  and 

t h e  Company e x p r e s s l y  r e s e r v e s  t h e  r i g h t  t o  a l t e r  t h e  E x p l o r a t i o n  

Program on t h e  a d v i c e  o f  i ts  t e c h n i c a l  s t a f f  o r  c o n s u l t a n t s  and 
f u r t h e r  r e s e r v e s  t h e  r i g h t  to  p u r s u e  o t h e r  e x p l o r a t i o n  programs 

and t o  expend p a r t  o f  t h e  S u b s c r i b e r s '  E x p l o r a t i o n  Account on s u c h  

o t h e r  programs p r o v i d e d  t h a t  t h e  Company w i l l  i n c u r  E x p l o r a t i o n  
E x p e n d i t u r e s  i n  s o  do ing .  



2  3. R e q u l a t o r y  Approval  

23.1 T h i s  Agreement is s u b j e c t  t o  t h e  Company o b t a i n i n g  a l l  

a p p r o v a l s  which i t  c o n s i d e r s  may be r e q u i r e d  from r e g u l a t o r y  

b o d i e s  o r  s t o c k  exchanges  h a v i n g  j u r i s d i c t i o n s  i n  r e s p e c t  of t h e  

O f f e r i n g .  

23.02 I n  t h e  e v e n t  t h a t  t h e  Company s h a l l ,  f o r  any r e a s o n  

w h a t s o e v e r ,  f a i l  t o  o b t a i n  r e g u l a t o r y  a p p r o v a l  o f  t h i s  Agreement 

p r i o r  t o  December, 1989,  any f u n d s  advanced t o  t h e  Company s h a l l  

be i m m e d i a t e l y  r e p a i d  t o  t h e  S u b s c r i b e r  i n  t h a t  p r o p o r t i o n  t h a t  

h i s  S u b s c r i b e r s '  C o n t r i b u t i o n  i s  t o  t h e  a g g r e g a t e  o f  a l l  

S u b s c r i b e r s '  C o n t r i b u t i o n s  made under  a l l  Flow-Through S h a r e  

Agreement r e l a t i n g  t o  t h e  O f f e r i n g ,  t o g e t h e r  w i t h  i n t e r e s t  t h e r e o n  

a t  t h e  pr ime r a t e  of  t h e  Royal  Bank p l u s  one  p e r  c e n t  (1%) p e r  

annum, c a l c u l a t e d  from t h e  day  o f  advancement  o f  t h e  funds .  

24. Not ice 

24.01 U n l e s s  o t h e r w i s e  p r o v i d e d  h e r e i n ,  any n o t i c e  t o  a  p a r t y  

u n d e r  t h i s  Agreement may be g i v e n  o r  s e r v e d  by r e g i s t e r e d  mail, 

p o s t a g e  p r e - p a i d ,  by t e l e c o p y ,  by t e l e x  o r  by t e l e g r a m  a d d r e s s e d  

t o  t h e  p a r t i e s  a s  s e t  o u t  on t h e  f i r s t  page o f  t h i s  Agreement. 

24.02 Any n o t i c e  s o  m a i l e d  s h a l l  be deemed t o  have been g i v e n  

o r  s e r v e d  on t h e  f i f t h  b u s i n e s s  day f o l l o w i n g  i t s  m a i l i n g .  

24.03 N o t i c e s  s e n t  by t e l e g r a p h ,  t e l e x  o r  t e l e c o p y  s h a l l  b e  

deemed t o  have been  g i v e n  on t h e  b u s i n e s s  d a y  f o l l o w i n g  t h e  d a t e  

o f  t r a n s m i s s i o n .  



24.04 I n  t h e  e v e n t  o f  a p o s t a l  s t r i k e  o r  o t h e r  d e l a y  a f f e c t i n g  
mail d e l i v e r y ,  t h e  d a t e  t h a t  any n o t i c e  s e n t  by m a i l  is o t h e r w i s e  
deemed t o  b e  g i v e n  s h a l l  be  e x t e n d e d  by t h e  l e n g t h  o f  s u c h  s t r i k e  

o r  o t h e r  d e l a y .  

24 -05  W r i t t e n  n o t i c e s  may a l s o  b e  d e l i v e r e d  p e r s o n a l l y  t o  t h e  

p a r t i e s  a t  s u c h  a d d r e s s e s  and s h a l l  be deemed t o  have been g i v e n  

on  t h e  day  r e c e i v e d .  

24.06 Each p a r t y  may change  i ts  a d d r e s s  f o r  s e r v i c e  a t  any 
time by g i v i n g  n o t i c e  i n  w r i t i n g  o f  s u c h  change  t o  t h e  o t h e r  

p a r t y ,  

25, E x e c u t i o n  o f  A d d i t i o n a l  Documents 

25,Ol  The p a r t i e s  h e r e t o  e a c h  c o v e n a n t  and  a g r e e  t o  e x e c u t e  

a n d  d e l i v e r  s u c h  f u r t h e r  a g r e e m e n t s ,  documents  and  w r i t i n g s  and 

p r o v i d e  s u c h  f u r t h e r  a s s u r a n c e s  as may be  r e q u i r e d  by t h e  p a r t i e s  

t o  g i v e  e f f e c t  t o  t h i s  Agreement and ,  w i t h o u t  l i m i t i n g  t h e  

g e n e r a l i t y  o f  t h e  f o r e g o i n g ,  t o  d o  a l l  ac ts  a n d  t h i n g s ,  e x e c u t e  
and  d e l i v e r  a l l  documents ,  a g r e e m e n t s  and w r i t i n g s  and p r o v i d e  

s u c h  a s s u r a n c e s ,  u n d e r t a k i n g s ,  i n f o r m a t i o n ,  p o o l i n g  a g r e e m e n t s  a n d  

i n v e s t m e n t  l e t t e r s  a s  may be  r e q u i r e d  from time t o  time by a l l  

r e g u l a t o r y  o r  governmenta l  b o d i e s  o r  s t o c k  exchanges  h a v i n g  

j u r i s d i c t i o n  o v e r  t h e  Company's a f f a i r s  o r  a s  may be r e q u i r e d  from 

time t o  time under  t h e  A c t  and  t h e  R e g u l a t i o n s  t h e r e u n d e r .  

F o r c e  Ma j e u r e  

26.01 S u b j e c t  t o  p a r a g r a p h  1 0 ,  i f  t h e  Company is p r e v e n t e d  o r  

d e l a y e d  from p e r f o r m i n g  any o f  i t s  o b l i g a t i o n s  h e r e u n d e r  o r  from 
i n c u r r i n g  E x p l o r a t i o n  E x p e n d i t u r e s  on b e h a l f  of  t h e  S u b s c r i b e r  o r  

i n  c a r r y i n g  o u t  any programs c o n t e m p l a t e d  h e r e b y  by r e a s o n  o f  any 



a c t  o f  God, s t r i k e ,  l a b o u r  d i s p u t e ,  l o c k o u t ,  t h r e a t  of  imminent 
s t r i k e ,  f i r e ,  f l o o d ,  i n t e r r u p t i o n  o r  d e l a y  i n  t r a n s p o r t a t i o n ,  war, 

i n s u r r e c t i o n  o r  mob v i o l e n c e ,  r e q u i r e m e n t s  o r  r e g u l a t i o n  o f  

government o r  s t a t u t e ,  unavo idab le  c a s u a l t i e s ,  s h o r t a g e  o f  l a b o u r ,  

equipment o r  m a t e r i a l s ,  p l a n t  breakdown o r  f a i l u r e  of  o p e r a t i n g  

equipment o r  any o t h e r  d i s a b l i n g  cause  w i t h o u t  r e g a r d  t o  t h e  

fo r ego ing  enumera t ion  beyond its c o n t r o l  o r  which canno t  b e  
overcome by t h e  means normal ly  employed i n  performance,  t h e n  and 
i n  e v e r y  such  e v e n t ,  any such  p r e v e n t i o n  o r  d e l a y  s h a l l  n o t  

c o n s t i t u t e  a b r each  o f  t h i s  Agreement b u t ,  s u b j e c t  t o  t h e  

r e q u i r e m e n t s  o f  t h e  A c t  conce rn ing  r e n u n c i a t i o n  o f  CEE t o  t h e  

S u b s c r i b e r s  o f  .nf low-through s h a r e s n ,  performance o f  any of  t h e  

said o b l i g a t i o n s  o r  r e q u i r e m e n t s  t o  i n c u r  E x p l o r a t i o n  Expend i t u r e s  

o r  t o  pe r fo rm any mine ra l  e x p l o r a t i o n  program s h a l l  be  suspended 

d u r i n g  such  p e r i o d  of  d i s a b i l i t y  and t h e  p e r i o d  o f  a l l  s uch  d e l a y s  

r e s u l t i n g  from any -such c a u s e s  s h a l l  be  exc luded  i n  computing t h e  
time w i t h i n  which a n y t h i n g  is r e q u i r e d  t o  be done by t h e  Company 

he r eunde r ,  it be ing  unders tood  t h a t  t h e  time w i t h i n  which any th ing  

is t o  be done,  o r  made p u r s u a n t  h e r e t o ,  s h a l l  be ex t ended  by t h e  
t o t a l  p e r i o d  o f  a l l  such  d e l a y s .  

27. Time of  t h e  Essence  

27.01 Time s h a l l  be of  t h e  e s s e n c e  of  t h i s  Agreement. 

28. E n t i r e  Aqreement 

28.01 T h i s  Agreement s u p e r c e d e s  a l l  p r i o r  n e g o t i a t i o n s  between 

t h e  p a r t i e s  w i t h  r e s p e c t  t o  t h e  matters h e r e i n  r e f e r r e d  t o  and 

c o n t a i n s  t h e  e n t i r e  agreement between t h e  p a r t i e s  h e r e t o  and may 

be modi f i ed  o n l y  by an i n s t r u m e n t  i n  w r i t i n g  s i g n e d  by t h e  p a r t y  
a g a i n s t  whom m o d i f i c a t i o n  is  a s s e r t e d .  



29. Enurement  

29.01 T h i s  Agreement s h a l l  be b i n d i n g  upon and  s h a l l  e n u r e  t o  

t h e  b e n e f i t  o f  t h e  p a r t i e s  h e r e t o  and  t h e i r  h e i r s ,  e x e c u t o r s ,  

a d m i n i s t r a t o r s ,  s u c c e s s o r s  and  a s s i g n s .  

30. C o u n t e r p a r t s  

30.01 T h i s  Agreement may be e x e c u t e d  i n  s e v e r a l  p a r t s  and  t h e  

same form and  s u c h  p a r t  a s  so e x e c u t e d  s h a l l  t o g e t h e r  c o n s t i t u t e  

one  o r i g i n a l  ag reemen t ,  and  s u c h  p a r t s ,  i f  more t h a n  one ,  s h a l l  be 

read t o g e t h e r  and  c o n s t r u e d  a s  i f  a l l  t h e  s i g n i n g  p a r t i e s  h e r e t o  

had  e x e c u t e d  one  copy of t h i s  Agreement. 

I N  WITNESS WHEREOF t h e  p a r t i e s  h e r e t o  have  e x e c u t e d  t h i s  

Agreement a s  o f  t h e  day  and  y e a r  f i r s t  above  w r i t t e n .  

S I G N E D ,  SEALED AND DELIVERED ) 
by 1 
i n  t h e  p r e s e n c e  of :  1 

1 

Name 1 

Address 

O c c u p a t i o n  

THE COMMON SEAL OF ) 
WHITE KNIGHT RESOURCES LTD, ) 
was h e r e u n t o  a f f i x e d  i n  
t h e  p r e s e n c e  of :  

1 
) 

A u t h o r i z e d  S i g n a t o r y  ) 
1 
1 

A u t h o r i z e d  S i g n a t o r y  1 



APPENDIX "B" 

WHITE KNIGHT RESOURCES LTD. 

FINANCIAL STATEMENTS 

JANUARY 31, 1989 

JUNE 30, 1988 

JUNE 30, 1987 



AUDITORS' REPORT 

To the Directors of White Knight Resources Ltd., 

We have examined the balance sheets of White Knight Resources Ltd. as at 
January 31, 1989, June 30, 1988 and June 30, 1987 and the statements of loss 
and deficit and changes in financial position for the seven month period ended 
January 31, 1989, for the year ended June 30, 1988 and for the period from 
incorporation on December 18, 1986 to June 30, 1987. Our examination was made 
in 'accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the 
circumstances. 

1n our opinion, these financial statements present fairly the financial 
position of the company as at January 31, 1989, June 30, 1988 and June 30, 
1987 and the results of its operations and the changes in its financial 
position for the seven month period ended January 31, 1989, for the year ended 
June 30, 1988 and for the period from incorporation on December 18, 1986 to 
June 30, 1987 in accordance with generally accepted accounting principles 
applied on a consistent basis. 

Vancouver, B.C. 
February 21, 1989 



WHITE KNIGHT RESOURCES LTD. 

BALANCE SHEETS 

CURRENT 

Cash 
Advances receivable (note 6) 
Funds in trust 

RECLAMATION BOND 
MINERAL PROPERTIES (note 5 )  

January 31, June 30, June 30, 
1989 1988 1987 

$ $ $ 
A S S E T S  

L I A B I L I T I E S  

CURRENT 

Accounts payable 
Due to related party (note 6) 

S H A R E H O L D E R S '  E Q U I T Y  

SHARE CAPITAL (note 7 )  

DEFICIT 

The accompanying notes are an integral part of these 
financial statements 



INTEREST INCOME 

WHITE KNIGHT RESOURCES LTD. 

STATEMENTS OF LOSS AND DEFICIT 

For the For the Incorporation 
seven month year on December 18 
period ended ended 1986 to 
January 31, June 30, June 30, 

1989 1988 1987 
$ $ $ 

EXPENSES 

Bank charges 
Consulting 
Dues, fees and subscriptions 
Legal and audit 
Management fees 
Office and administration 
Property investigation 
Telephone 
Travel and promotion 
Trust and filing 

NET LOSS FOR THE PERIOD 

DEFICIT - BEGINNING OF PERIOD 

DEFICIT - END OF PERIOD 

The accompanying notes are an integral part of these 
financial statements 



WHITE KNIGHT RESOURCES LTD. 

STATEMENTS OF CHANGES IN FINANCIAL POSITION 

For the For the Incorporation 
seven month year on December 18 
period ended ended 1986 to 
January 31, June 30, June 30, 

1989 1988 1987 
$ $ $ 

CASH PROVIDED BY (USED IN): 

OPERATING ACTIVITIES 

Operating loss for the period 

Changes in non-cash working capital 
components 

Due to related party 
Accounts payable 
Advances receivable 
Funds in trust 

INVESTING ACTIVITIES 

Mineral properties 
Reclamation bond 

FINANCING ACTIVITIES 

Share capital issued - 

CASH PROVIDED (USED) DURING THE PERIOD ( 744 

CASH - BEGINNING OF PERIOD 

CASH - END OF PERIOD 

The accompanying notes are an integral part of these 
financial statements 



WHITE KNIGHT RESOURCES LTD. 

NOTES TO THE FINANCIAL STATEMENTS 

JANUARY 31, 1989 

NATURE OF OPERATIONS 

The company is i n  the  explora t ion and development s t age .  The underlying 
value of i ts  mineral p roper t i e s  and r e l a t e d  deferred  c o s t s  is e n t i r e l y  
dependent upon the  exis tence  of economic mineral reserves .  

2 .  SIGNIFICANT ACCOUNTING POLICIES 

Uineral  Proper t ies  and Deferred Costs 

The c o s t s  of resource p roper t i e s  and r e l a t e d  explora t ion c o s t s  a r e  
deferred  u n t i l  the  p roper t i e s  a r e  placed i n t o  production, so ld  o r  
abandoned. These c o s t s  w i l l  be amortized over the  est imated use fu l  l i f e  
of the  p roper t i e s  following the  commencement of production o r  w r i t t e n  
o f f  i f  the  p roper t i e s  a r e  s o l d ,  allowed t o  l apse ,  o r  abandoned. 

Costs include the  cash considera t ion and the  f a i r  market value of shares  
a s  they a r e  i ssued,  i f  any, on the  a c q u i s i t i o n  of mineral p r o p e r t i e s .  
P roper t i e s  acquired under opt ion agreements whereby payments a r e  made a t  
the  s o l e  d i s c r e t i o n  of  the company, a r e  recorded i n  the  accounts a t  such 
time a s  the  payments a r e  made. 

3 .  EARNINGS PER SHARE 

Earnings per share  has not been ca lcu la ted  a s  i t  is not  considered 
meaningful a t  t h i s  s t age  of the company's opera t ions .  

INCOME TAXES 

The company has earned c e r t a i n  resource r e l a t e d  deductions,  n e t  of 
deductions which have been renounced under flow through share  i s sue  
agreements and has o the r  l o s s e s  which a r e  a v a i l a b l e  t o  be o f f s e t  aga ins t  
f u t u r e  taxable  income. The b e n e f i t s  of  these  l o s s e s  and deductions a r e  
no t  r e f l e c t e d  i n  these  f i n a n c i a l  s ta tements .  

Subscribers f o r  370,000 shares  acquired under flow through share  
agreements with the  company have obtained the  b e n e f i t  of  $92,500 of 
Canadian Explorat ion Expense Deductions earned by the  company f o r  the  
expenditure of t h e i r  subsc r ip t ion  funds (note 7 ) .  



5. MINERAL PROPERTIES 
Expend 

Balance itures 
June 30, during 

1987 the year 

Expend 
Balance i tures Balance 
June 30, during Jan. 31 

1988 the period 1989 

$ $ 
Acquisition 
'- Jon - 5,000 
- Sullivan Two - 200 

Exploration 

- Sullivan Two 
Engineering and 
geologist - 

Assays 295 
Property development 8,000 
Office and 
administration 2,278 

Travel and 
accommodation 1,092 

Equipment rental 
Reports 

Sullivan Two Uineral Claim 
Nelson Mining Division 
British Columbia, Canada 

A 100% interest in the Sullivan Two mineral claim, subject to a 15% net 
proceeds royalty, in consideration for the payment of $4,498 and 
incurring $200,000 in exploration expenditures on the property in 
various stages to December 31, 1990 (note 6). 

Jon Uineral Claims 
Nelson Mining Division 
British Columbia, Canada 

A 100% interest in five mineral claims in consideration for $5,000 and 
either the payment of $5,000,000 on September 22, 1992 (to be discounted 
if paid earlier) or the payment of a 2% NSR royalty. 



6.  RELATED PARTY TRANSACTIONS 

A company with a d i r e c t o r  i n  common owes $493 f o r  funds advanced. 

A d i r e c t o r  is owed $15,823 f o r  general o f f i c e  expenses and $5,467 f o r  
exp lo ra t ion  c o s t s .  

A company owned by a d i r e c t o r  is owed $16.000 f o r  management se rv ices .  

The Su l l ivan  Two mineral claim was acquired from a d i r e c t o r  and a 
company with d i r e c t o r s  i n  common (note 5 ) .  

7. SHARE CAPITAL 

Authorized share  c a p i t a l  of the company c o n s i s t  of 10,000,000 common 
shares  without p a r  value.  

Number of 
Shares $ 

Issued dur ing the  period 
- f o r  cash a t  $0.01 per share  
- f o r  cash a t  $0.25 per share 
- flow through shares  by p r iva te  

placement a t  $0.25 per share (note 4 )  

Issued a t  June 30, 1987 

Issued dur ing the  year 
- f o r  cash a t  $0.01 per share  
- f o r  cash a t  $0.25 per share  
- flow through shares  by p r i v a t e  

placement a t  $0.25 per share  (note 4 )  

Issued a t  June 30, 1988 
and January 31, 1989 

The company has issued 750,000 shares  which a r e  held i n  escrow and may 
no t  be t raded without the consent of regula tory  a u t h o r i t i e s .  

Stock opt ions  were granted,  sub jec t  t o  the  acceptance by regula tory  
a u t h o r i t i e s ,  t o  purchase up t o  197,760 shares  exerc i sab le  a t  a p r i c e  of  
$0.40 pe r  sha re  t o  d i r e c t o r s  and employees f o r  a f i v e  year  period.  



8. INCORPORATION 

The company was incorporated on December 18,  1986 under the  B r i t i s h  
Columbia Company Act. 

9 .  PUBLIC SHARE OFFERING 

The company is proposing t o  o f f e r  t o  the pub l ic ,  through the f a c i l i t i e s  
of  the  Vancouver Stock Exchange, ( t h e  "Exchange"), 350.000 common shares  
a t  a p r i c e  of  $0.40 per  share  and 250,000 flow through s h a r e s  a t  a p r i c e  
of $0.50 per  sha re  t o  n e t  the  company $235,000 a f t e r  commission 
expenses. The o f f e r i n g  w i l l  be made wi th in  a period of  180 days from 
the  da te  the  sha res  a r e  cond i t iona l ly  l i s t e d  on the  Exchange. 

The agent  f o r  t h e  company has agreed t o  purchase any shares  and flow 
through shares  no t  subscribed f o r  a t  the  conclusion of  t h e  o f f e r i n g ,  and 
i n  cons ide ra t ion  the re fo re  has been granted non- t rans fe r rab le  share  
purchase warrants  e n t i t l i n g  the agent  t o  purchase up t o  150,000 shares  
a t  a p r i c e  o f  $0.40 per  sha re  f o r  a per iod of  one year  and $0.46 per  
sha re  f o r  a per iod of  two years  fol lowing the  l i s t i n g  of t h e  company's 
sha res  on t h e  Exchange. 



CERTIFICATES 

ISSUER 

The foregoing constitutes full, true and plain disclosure of all 
material facts relating to the securities offered by this . I 

Prospectus as required by the Secultles Act and its regulations. 

DATED at Vancouver, British Columbia, this llth day of April, 
1989, as amended June 26, 1989. 

TERRY LEWIS ELDRIDG~ 
President, Chief Executive Officer 
and Chief Financial Officer and Promoter 

It 
ON BEHALF OF THE BOARD 

JUAN WUEL BENITEZ 

FRANCIS BEAUM 
Director 

PROMOTERS 

!X!ERRY LEWIS ELDRIDa 

AGENT 

To the best of our knowledge, information and belief, the 
foregoing constitutes full, true and plain disclosure of all 
material facts relating to the securities offered by this 

* .  
Prospectus as required by the Secwlt.~es A c t  and its regulations. 

Dated at Vancouver, British Columbia, this llth day of April, 
1989, as amended June 2 6 ,  1989. 

_a - - 
YORKTON SECURITIES INC. 
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