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TO: F. D a l e y , R. D u j a r d i n 

FROM: S. G a r d i n e r 

RE: V e l v e t E x p l o r a t i o n Co. L t d . R e s e a r c h 

DATE: September 14, 1988 

The f o l l o w i n g i s a summary of my n o t e s f r o m t h e s e a r c h of p u b l i c 
f i l e s o f V e l v e t E x p l o r a t i o n Co. L t d . 

March 30, 1978 Agree merit between v e l v e t E x p l o r a t i o n Co. L t d . and 
U n i t e d C a r d i g a n Development L t d . (summary a t t a c h e d ) . 

Agreement between V e l v e t and A l l e n Diamond D r i l l i n g 
Co. L t d . (summary a t t a c h e d ) . 

Name changed f r o m K e n d a l M i n i n g & E x p l o r a t i o n L t d . t o 
V e l v e t E x p l o r a t i o n Co. L t d . and c o n s o l i d a t e d s h a r e s : 
1 new f o r 5 o l d s h a r e s . 

News R e l e a s e Diamond d r i l l i n g a t V e l v e t had begun 
H o l e #405-407 c o m p l e t e d ... 

Q u a r t e r l y R e p o r t of V e l v e t s t a t e s " A l l e n agreement 
f o r d r i l l i n g e x t e n d e d f o r 6 months." 

F i l i n g S t a t e m e n t A l l e n has c a r r i e d out 800' diamond 
d r i l l i n g , V e l v e t has o p t i o n t o e a r n 100% i n 9 Crown 
G r a n t s . . . 

Q u a r t e r l y R e p o r t of V e l v e t 
20,000 s h a r e s i s s u e d t o A l l e n D. D r i l l i n g @ $0.50 e a c h 
50,000 s h a r e s i s s u e d t o U n i t e d C a r d i g a n @ $0.75 e a c h 

N o t i c e t o S h a r e h o l d e r s 2200' of diamond d r i l l i n g 
p l a n n e d ... 

Q u a r t e r l y R e p o r t 
M e n t i o n s recommendations f o r work on p r o p e r t y by 
J . E l w e l l , P.Eng. ( c o p y of r e p o r t i s a v a i l a b l e ) 

U n i t e d C a r d i g a n h o l d s 50,000 s h a r e s of V e l v e t . 
C a r d i g a n i s a r e p o r t i n g non t r a d i n g Co., 90% 
owned by Ponder O i l s o f C a l g a r y . 

A p r i l 2, 1978 

May 10, 1978 

June 29, 1978 

Jan 10, 1979 

A p r i l 2, 1979 

J u l y 14, 1979 

Aug 23, 1979 

Sept 15, 1979 

Nov 14, 1979 
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A p r i l 30,1980 

June 5, 1980 

Jan 15, 1981 

May 1, 1981 

June 2, 1981 

J u l y 14, 1981 

Nov 5, 1981 

November, 1981 

Nov 24, 1981 

A p r i l 14, 1982 

Oct 8, 1982 

News R e l e a s e Work commenced i n UG a t V e l v e t Mine, 
A l l e n a g r e e m e n t e x t e n d e d t o March 31, 1981. 

S t a t e m e n t o f M a t e r i a l F a c t s m e n t i o n of 3rd p a r t y -
i n t e r e s t e a r n e d 10% ( A l l e n ? ) . 
F i l i n g S t a t e m e n t Summary of Agreements (see Mar 30, 
A p r i l 2, 1978. 

Q u a r t e r l y R e p o r t of V e l v e t 
V e l v e t M i n e s , R o s s l a n d : U n d e r g r o u n d crew c o n t i n i n g 
work as o u t l i n e d i n K.F. B r u n n i n g s R e p o r t Nov, 1980 
( c o p y of r e p o r t a v a i l a b l e ) . 

News R e l e a s e P r o g r e s s r e p o r t on work a t mine 
( c o p y a v a i l a b l e ) . 

News R e l e a s e E v a l u a t i o n of Mine Dumps, (copy ovoii^bif") 

Q u a r t e r l y R e p o r t 
R e h a b i l i t a t i o n of u n d e r g r o u n d p a r t i a l l y c o m p l e t e d . 
A r r a n g e m e n t s f o r s h i p m e n t of 2000 t o n sample t o d e c i d e 
w hether t o c r u s h b e f o r e s h i p p i n g . 

Q u a r t e r l y R e p o r t 
Mine r e a d i e d f o r p r o d u c t i o n . 
N e g o t i a t i o n underway r e g a r d i n g m i l l i n g and s m e l t i n g . 

R e p o r t on t h e V e l v e t Mine by John 0. Rud, g e o l o g i c a l 
c o n s u l t a n t , ( c o p y i s a v a i l a b l e ) 

News R e l e a s e 
L e t t e r o f I n t e n t w i t h C a r n e l i a n Mines f o r p u r c h a s e of 
m i l l . 

Q u a r t e r l y R e p o r t 
(1) Magnetometer & VLF s u r v e y by G l e n White ( c o p y 

a v a i l a b l e , no maps). 
(2) S e c u r i t i e s s o l d 25,000 s h a r e s f o r c o n t r a c t work 

@ V e l v e t Mine 

35,000 s h a r e s as p a r t i a l payment f o r m i l l . 

Q u a r t e r l y R e p o r t 
1300 t o n s dump m a t e r i a l removed by Kenmar Mine S e r v i c e s 
m i l l e d and s m e l t e d . Ave. g r a d e 0.16 A u / t o n . 
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Oct 14, 1982 

Dec 31, 1982 

J a n 12, 1983 

Jan 13, 1984 

March 31, 1984 

1985 

1986-1988 

March 31, 1987 

R e p o r t t o S h a r e h o l d e r s 
V a l u e of dump m a t e r i a l s h i p p e d t o Cominco v i a m i l l 
owned by D a v i d M i n e r a l s L t d . 

C o n t r a c t between V e l v e t and Kenmar 

Re: r e m o v a l of dump m a t e r i a l s and p r o c e e d s from s m e l t e r . 

Q u a r t e r l y R e p o r t 
1000 t o n s dump m a t e r i a l removed. Company r e c e i v e d 
cheque f o r 15% of NSR. 
Q u a r t e r l y R e p o r t 
L e t t e r of I n t e n t w i t h A c a d i a M i n e r a l Development C o r p . 
(NPL) as t o p a r t i c i p a t i o n t o the e x t e n t of 30% of t h e 
V e l v e t Mine, R o s s l a n d , B.C. 

F i n a n e i a I s 
A c a d i a o p t i o n c a n c e l l e d due t o f a i l u r e t o make $150,000 
p r o p e r t y payment. 

F i n a n c i a l s 
U n i t e d C a r d i g a n s t r u c k f r o m R e g i s t e r of Companies i n 
1984, r e s t o r e d i n 1985, t i t l e t o c l a i m s r e s t o r e d t o 
v e n d o r s u b s e q u e n t t o b a l a n c e s h e e t (crown g r a n t s had 
f o r f e i t e d t o c r o w n ) . V e l v e t Management i n t e n d s t o have 
t i t l e r e g i s t e r e d i n i t s name i n coming y e a r . 

Q u a r t e r l y R e p o r t s " h o l d i n g s " 
V e l v e t Mine 9 crown g r a n t s . 

F i n a n c i a l s 
100% i n t e r e s t i n 9 crown g r a n t e d m i n e r a l c l a i m s near 
R o s s l a n d , B.C. 
I n t e r e s t a c q u i r e d f o r c o n s i d e r a t i o n of 50,000 s h a r e s 
and R o y a l t y o f 5% NSR of f i r s t 20,000 t o n s of ore 
removed f r o m c l a i m s and 10% t h e r e a f t e r . 
Company has n o t r e c e i v e d t r a n s f e r of t i t l e t o the c l a i m s . 
Management has i n i t i a t e d a c t i o n t o have t h e t i t l e t o t h e 
c l a i m s r e g i s t e r e d i n i t s name i n t h e upcoming f i s c a l y e a r . 
( P l e a s e n o t e : t h i s has been s a i d t h r o u g h o u t t h e f i n a n c i a l s ) 

Aug 8, 1988 News R e l e a s e 
L e t t e r o f I n t e n t w i t h I n l a n d Au-Ag R e s o u r c e s L t d . 
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n LLn<i ^fjfLft 
The c o n s i d e r a t i o n payable by the I s s u e r t o Graham fo r the i- ntS 
Mexican P r o p e r t y i n t e r e s t i s the sum of $5,000. (paid) p l u s ^ J 

the a l l o t m e n t and i s s u e of 120,000 c o n s o l i d a t e d shares i n Ic1ZO. 
the c a p i t a l stock o f the I s s u e r o f which 25,000 have been 
a l l o t t e d and i s s u e d t o date. The remaining 95,000 shares 
a r e t o be a l l o t t e d and i s s u e d by the I s s u e r as work 
pr o g r e s s e s on the p r o p e r t y and s u b j e c t t o the f i l i n g by the 
I s s u e r o f s a t i s f a c t o r y e n g i n e e r i n g r e p o r t s w i t h the 
Vancouver Curb Exchange. 
I f a l l 120,000 shares are a l l o t t e d and i s s u e d t o Graham by 
the I s s u e r , they w i l l r e p r e s e n t 9.31% of the pre s e n t l y 
i s s u e d shares of the I s s u e r . Graham i s a Director/Promoter 
of the I s s u e r . The I s s u e r proposes t o proceed with leaching 
o p e r a t i o n s of the s t o c k p i l e d and ore dump m a t e r i a l . 

[b] V e l v e t P r o p e r t y 

The I s s u e r entered i n t o an Agreement dated March 30, 1978 
with U n i t e d Cardigan Development L t d . ("United Cardigan") o f 
1211 Centre S t r e e t North, C a l g a r y , A l b e r t a , whereby the 
I s s u e r agreed to purchase 100% i n t e r e s t i n nine (9) Crown 
Granted M i n e r a l Claims i n the Nelson/Slocan Assessment 
D i s t r i c t of B r i t i s h Columbia, known as Copper Wonder, Lot 
No. 3493, P r i n c e s s , L o t No. 4669, V e l v e t , L o t No. 2521, 
P o r t l a n d , Lot No. 2523, L a s t Chance, Lot No. 3027, Whoop Up, 
L o t No. 3324, T o o t s i e , L o t No. 3325, V e l v e t F r a c t i o n , Lot 
No. 5205 and B l u e b e l l , Lot No. 5206. In c o n s i d e r a t i o n f o r 
the s a l e of the c l a i m s t o the I s s u e r , the I s s u e r has 
a l l o t t e d and i s s u e d 50,000 c o n s o l i d a t e d shares to United 
Cardigan which shares are bei n g h e l d f o r d e l i v e r y to United 
Cardigan. The shares r e p r e s e n t 3.88% of the is s u e d shares 
o f the I s s u e r s and w i l l be d e l i v e r e d upon completion of 
3,000 f e e t of diamond d r i l l i n g on the pr o p e r t y which was t o 
be concluded by September 30, 1979. Fu r t h e r , the Issuer 
has agreed to pay t o United Cardigan 5% of net smelter 
r e t u r n s on the f i r s t 20,000 tons o f ore removed from the 
cl a i m s and t h e r e a f t e r , a 10% net smelter r e t u r n . W i l l i a m 
Graham, D i r e c t o r and Promoter o f the Issue r , i s a D i r e c t o r 
and P r e s i d e n t of U n i t e d Cardigan. Approximately 79% of t h e 
i s s u e d shares of U n i t e d Cardigan are owned by Ponder O i l s 
L t d . , of 1211 Centre S t r e e t North, Calgary, A l b e r t a . Ponder 
O i l s L t d . i s a p u b l i c company, the i s s u e d shares of which 
t r a d e on the Toronto Stock Exchange. 

Pursuant t o a l e t t e r from U n i t e d Cardigan dajLed—September^ 
_3J)r TQ79 t o the I s s u e r , the I s s u e r has been' grantecf an ~ 
e x t e n s i o n u n t i l March 31, 1981 t o conclude the 3,000 feet o f 
diamond d r i l l i n g on the p r o p e r t y . 
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Trie Issuer entered i n t o an Agreement dated A p r i l 2, 1978 
w i t h A l l e n Diamond D r i l l i n g Co. L t d . ("Allen") of M e r r i t t , 
B. C , w i t h r e s p e c t t o diamond d r i l l i n g on the V e l v e t 
Property. Under the Agreement, A l l e n agreed t o carry out 
3,000 f e e t of diamond d r i l l i n g on the V e l v e t Property p r i o r 
t o September 30, 1979 a t a c o s t o f $50,000. 

To date, 755 f e e t of diamond d r i l l i n g has been c a r r i e d out 
a t an approximate c o s t o f S36,488. Under the Agreement, 
A l l e n can earn the f o l l o w i n g i n t e r e s t i n the V e l v e t Property 
and i n c o n s o l i d a t e d shares o f the I s s u e r : 

[ i ] upon the expenditure o f $20,000. an 
u n d i v i d e d 5% i n t e r e s t i n the claims 
p l u s 10,000 shares (completed); 

[ i i ] upon the expenditure of another 
$10,000. another 5% i n t e r e s t i n the 
claims and 10,000 shares (completed); 

[ i i i ] upon the expenditure of another 
$10,000. another 5% i n t e r e s t i n the 
claims and 10,000 shares; 

[ i v ] upon the expenditure of another 
$10,000. another 5% i n t e r e s t i n the 
claims and 10,000 shares. 

I f commercial ore i s encountered through diamond d r i l l i n g , 
A l l e n must perform b u l k sampling at i t s own expense and 
c o n s i s t i n g of 20,000 tons or ore. In such event, i t w i l l 
pay to the Issuer 7 1/2% of net smelter r e t u r n s therefrom 
w h i l e r e t a i n i n g the balance (92 1/2%). Of the Is s u e r ' s 7 
1/2% i n t e r e s t , 5% w i l l be r e c e i v e d f o r the account of United 
Cardigan. 

Pursuant t o separate l e t t e r agreements between A l l e n and 
the Issuer dated September 30, 1979 and May 3, 1980 
r e s p e c t i v e l y the p e r i o d of time i n which A l l e n was t o 
conclude the 3,000 f e e t of diamond d r i l l i n g has been 
extended t o March 31, 1981. Fu r t h e r , i n order t o earn the 
20% i n t e r e s t i n the c l a i m s A l l e n must complete a t o t a l of 
3,000 f e e t of diamond d r i l l i n g on the property, r e g a r d l e s s 
o f c o s t . I f the 3,000 f e e t o f d r i l l i n g i s not completed i n 
f u l l , any i n t e r e s t i n the p r o p e r t y s h a l l r e v e r t t o the 
Is s u e r with A l l e n r e t a i n i n g i t s i n t e r e s t i n any shares o f 
the Issuer a l r e a d y earned. 

The p r i n c i p a l of A l l e n i s Herbert A l l e n of P.O. Box 1397, 
M e r r i t t , B r i t i s h Columbia. I f a l l 40,000 shares o f the 
I s s u e r are a l l o t t e d and i s s u e d t o A l l e n , they w i l l r e p r e s e n t 
3.1% of the t o t a l i s s u e d shares of the I s s u e r . 

The Issuer has spent approximately $2,900. t o open up the 
No. 8 p o r t a l t h i s y e a r . A l l e n i s p r e s e n t l y c o n t i n u i n g w i t h 
d r i l l i n g o p e r a t i o n s . 


