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To the Shareholders: 

Primary objective of the underground l i n e d rive, started by the company 
on the Scranton Mine i n mid-March of t h i s year, has been intersected and i s 
encouraging. 

The l i n e drive was planned to explore the ore making p o t e n t i a l o f the 
downward extension of mineralization located over an 800 foot length on 
surface and i n a s e r i e s of f i v e surface diamond d r i l l holes i n what i s c a l l e d 
the Sunrise Basin and Grandview areas of the mine. The grade i n these holes 
was estimated at 0.03 oz. gold per ton, 6.9 oz. s i l v e r per ton, 5.5% lead, 
1.9% z i n c over a width of 6.76 feet, f o r a net smelter return o f approximately 
$52.00 per ton. 

What the company did to open t h i s downward extension o f the m i n e r a l i z a t i o n 
was, s t a r t i n g i n mid-March, to enter the 5,700 foot elevation a d i t l e v e l and 
drive i t ahead to the south from the face at about 1,000 feet from the p o r t a l , 
some 690 f e e t . When the mineralization was entered i n the 5,700 l e v e l , the 
l e v e l was some 800 f e e t below the surface mineralization and some 600 feet 
below the deepest diamond d r i l l hole i n t e r s e c t i o n . The company's consulting 
g e o l o g i s t stated that the l e v e l has been i n quartz with p y r i t e , fractures and 
mineralized s t r i n g e r s f o r some 450 feet and that the l a t e s t 200 feet of the 
l e v e l has opened more frequent and i n t e r e s t i n g mineralization. The important 
mineralized i n t e r s e c t i o n was made within a few feet of the engineering 
p r o j e c t i o n . The d r i f t encountered mineralized shearing between 490 feet and 
570 f e e t from the s t a r t of the d r i v e . Grab samples from t h i s area gave 
encouraging r e s u l t s with the best sample returning 38 oz. s i l v e r per ton, plus 
approximately 0.1 oz. gold per ton. 

Now that the major downward extension of the mineralized structures 
has been established, i t i s intended to continue d r i f t i n g along the mineralized 
structure and drive crosscuts every 100 f e e t f o r d r i l l s t a t i o n s . In each 
s t a t i o n i t i s intended to d r i l l fans of at l e a s t three holes to check the 
m i n e r a l i z a t i o n above and below the l e v e l . This d r i l l i n g w i l l be the next step 
i n e s t a b l i s h i n g a s e r i e s of ore shoots i n the shear zone. The most recent 
i n t e r s e c t i o n was about two f e e t of massive sulphides i n the d r i f t at approximately 
690 f e e t from the s t a r t of the d r i v e . This section assayed 0.22 oz. gold per 
ton, 3.57 oz. s i l v e r per ton, 3.9% lead, 1.3% z i n c . 

The Scranton Mine i s located i n Kokanee G l a c i e r park, at elevation 
5,600 feet, s i x miles northeast of Ainsworth, 30 miles north of Nelson, B.C. 
near the west shore of Kootenay Lake. 
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There a r e a number o f m i n e r a l i z e d zones on the p r o p e r t y w i t h the 
S u n r i s e B a s i n - G r a n d v i e w a r e a o f most immediate i n t e r e s t . A d d i t i o n a l 
e x p l o r a t i o n work i s t o be u n d e r t a k e n l a t e r t h i s season on two o t h e r z o n e s , 
t h e West S u n r i s e and t h e S .W. S u n r i s e , each of w h ich h o l d s good p o t e n t i a l 
f o r t h e development c f m i n i n g grade s i l v e r - l e a d - z i n c ore s h o o t s . 

The B.C. M i n s t e r o f M ines r e p o r t s show the p r o p e r t y has been an 
i n t e r m i t t e n t p r o d u c e r s i n c e 1890 w i t h an e s t i m a t e d t o t a l p r o d u c t i o n o f 
17,600 t o n s g r a d i n g : 0.16 o z . g o l d p e r t o n , 6.2 o z . s i l v e r per t o n , 6.8% 
l e a d , 5.5% z i n c and 0.08% cadmium. 

The c o n t r o l l i n g v e i n system i s a m u l t i p l e s t r a n d e d s t r u c t u r e which 
s t r i k e s s o u t h w e s t e r l y and d i p s s t e e p l y t o t h e s o u t h e a s t and has been t r a c e d 
i n t e r m i t t e n t l y f o r a l e a s t 7,000 f e e t , w i t h seven s e c t o r s showing a p p r e c i a b l e 
g o l d , s i l v e r , l e a d and z i n c m i n e r a l i z a t i o n . A p p r o x i m a t e l y one h a l f of t h e 
s t r i k e l e n g t h r e m a i n s u n e x p l o r e d and e x i s t i n g w o r k i n g s are near s u r f a c e 
l e a v i n g g r e a t scope f o r f u t u r e e x p l o r a t i o n . The s h e a r system a t t a i n s w i d t h s 
i n e x c e s s of 25 f e e t , b u t i n d i v i d u a l m i n e r a l i z e d s t r a n d s range from 1 f o o t 
t o 4 f e e t i n w i d t h and a verage about 2.5 f e e t . 

I n h i s O c t o b e r 1977 r e p o r t on t h e p r o p e r t y W a l t e r E. C l a r k e , P.Eng., 
c o n s u l t a n t e s t i m a t e d t h a t the grade o f m i l l f e e d s which might r e s u l t from 
c o n t i n u i n g development o f the p r o p e r t y a r e : 

Oz/Ton Oz 'Ton % % Net S m e l t e r 
Mine A r e a G o l d S i l v e r Lead Z i n c R e t u r n $/Ton 
West Sunset 0.15 3.5 4 .4% 4 .0% $65.20 
S u n r i s e B a s i n -Grandview 0.03 6.9 5.5% 1 .9% $52.00 
S.W. S u n r i s e 0.05 1.9 5.2% 2 .9% $37.25 

I t i s the o p i n i o n o f t h e management o f t h e company t h a t a p r o f i t a b l e 
m i n i n g o p e r a t i o n w i l l r e s u l t from the e x p l o r a t i o n and development program 
now underway a t t h e mine. 

The company a l s o has a c o n c e n t r a t o r p l a n t , w i t h a r a t e d c a p a c i t y 
o f 180 t o n s p e r day, a s s o c i a t e d w i t h the mine and l o c a t e d about 14 m i l e s 
s o u t h e a s t o f the mine on the l a k e s h o r e . I t has o p e r a t e d a t about 50 t o n s 
per day from J u l y 1977 t o F e b r u a r y 1978 and t r e a t e d more than 4,200 t o n s 
a t a p r o f i t f o r t h e l e s s e e o f $128,000. D a v i d M i n e r a l s L t d . had agreed 
w i t h t h e o p e r a t o r o f t h e s h o r t t e r m m i n i n g l e a s e t o a c c e p t 15% o f the n e t 
mine o p e r a t i n g p r o f i t as i t s s h a r e . The mine o p e r a t o r , Hem Mines L t d . , 
c a r r i e d o u t p r o p e r t y and c o n c e n t r a t o r improvements which were a c c e p t e d by 
D a v i d M i n e r a l s as i t s s h a r e o f the p r o f i t s i n l i e u of c a s h . 

W h i l e the a c c o u n t i n g p r a c t i s e adopted f o r t h e s e improvements shows 
$3 0,000 as the v a l u e o f t h e s e improvements, a more r e a l i s t i c f i g u r e would be c l o s e 
t o $90,000. The $30,000 was t h e m a t e r i a l and p a r t s c o s t w i t h i n e x c e s s o f 
$60,000 l a b o u r and m a c h i n e r y c o s t expended i n the i n s t a l l a t i o n . 
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The immediate o b j e c t i v e o f t h e c u r r e n t program i s the d e t a i l i n g 
o f o r e s h o o t s w i t h i n t h e s h e a r system i n the S u n r i s e B a s i n a r e a and the 
m i n i n g o f t h e s e s h o o t s f o r p r o c e s s i n g i n the c o n c e n t r a t o r p l a n t . The 
t i m i n g on t h e r e s u m p t i o n of m i n i n g and m i l l i n g i s dependant upon the 
degree of s u c c e s s i n t h e d r i f t i n g and d r i l l i n g program now underway bu t 
t h e o b j e c t i v e i s t o have f u l l o p e r a t i o n underway i n the e a r l y f a l l . 

The a c q u i s i t i o n o f t h e S c r a n t o n Mine and c o n c e n t r a t o r p l a n t , t o g e t h e r 
w i t h t h e s u b s t a n t i a l m i n i n g equipment and the f i n a n c i n g o f the whole p r o j e c t 
has i n v o l v e d a s e r i e s o f sometimes complex c o r p o r a t e d e a l i n g s . The more 
i m p o r t a n t c o n t r a c t s have been summarized and s i m p l i f i e d below. 

The mine and c o n c e n t r a t o r p l a n t were a c q u i r e d f o r a t o t a l c o n s i d e r a t i o n 
o f 550,000 t r e a s u r y s h a r e s and a c a s h payment o f $240,000. To s e c u r e the 
f u n d s t o make t h e c a s h payment the company s o l d an 18 months c o n v e r t i b l e 
d e b e n t u r e i n t h e amount o f $275,000 w h i c h can be c o n v e r t e d i n t o 550,000 
t r e a s u r y s h a r e s o f D a v i d M i n e r a l s u n t i l June 21, 1979. The company p a i d a 
f i n d e r s f e e on t h i s d e b e n t u r e o f 75,000 s h a r e s and $25,000. M i n i n g equipment 
was p u r c h a s e d f o r 150,000 t r e a s u r y s h a r e s and 400,000 s h a r e s were s o l d a t 
25C each t o s e t t l e l o a n s and advances o f $100,000. 

I n a l l , the new r e p l a c e m e n t v a l u e o f a l l o f the machinery and 
equipment, s u r f a c e and u n d e r g r o u n d , c o n c e n t r a t o r , t r u c k , g r a d e r , warehouse, 
b u l l d o z e r , p a r t s i n v e n t o r y , t a i l i n g d i s p o s a l f a c i l i t y i s e s t i m a t e d a t i n 
e x c e s s o f $2,500,000. 

The s h a r e s o f t h e company were c a l l e d f o r t r a d i n g on the Vancouver 
S t o c k Exchange on A p r i l 18, 1978, and a few days l a t e r t he company o f f e r e d 
t h r o u g h i t s a g e n t , West C o a s t S e c u r i t i e s L t d . 350,000 s h a r e s t o the p u b l i c 
and r e c e i v e d $251,901 n e t p r o c e e d s , a p p r o x i m a t e l y 72C per s h a r e . F o l l o w i n g 
a l l o f t h e s e t r a n s a c t i o n s t h e r e a r e 2,477,001 s h a r e s i s s u e d o f the 5,000,000 
s h a r e s a u t h o r i z e d . I t i s the funds from the p u b l i c o f f e r i n g w h i c h are b e i n g 
used i n t h e p r o p e r t y program. 

.The company a l s o h o l d s o t h e r p r o p e r t i e s , a copper p r o p e r t y near 
Aspen Grove, B.C., w h i c h has been o p t i o n e d t o R i o P l a t a S i l v e r M i nes L t d . 
and a p l a c e r g o l d p r o s p e c t n e a r A t l i n , B.C. w h i c h has a l s o been o p t i o n e d o u t . 

O f f i c e r s and d i r e c t o r s o f t h e company a r e ; O r v a l E. G i l l e s p i e , 
p r e s i d e n t , Roy G. McKay, s e c r e t a r y , and Hans Haveroen. 

C o n s u l t a n t s t o t h e company a r e ; W a l t e r E. C l a r k e , P. Eng., F.E. 
W o r t h i n g t o n & A s s o c i a t e s L t d . and D.R. C o c h r a n e , P.Eng. 

W i t h t h e company now w e l l f u n d e d , t h e underground program underway 
and w i t h m i n e r a l i z a t i o n i n t h e f a c e , f u r t h e r i m p o r t a n t p r o g r e s s r e p o r t s a r e 
e x p e c t e d t o be a v a i l a b l e i n t h e near f u t u r e . 

S u b m i t t e d on b e h a l f o f t h e b o a r d o f d i r e c t o r s . 

O. E. G i l l e s p i e 
P r e s i d e n t 


