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Public Treasury Offering and Secondary Offering

CANQUEST RESOURCE CORPORATION

(the "Issuer”)
830-470 GRANVILLE STREET
VANCOUVER, B.C. V6C 1V5

(604) 687-6878

Treasury Offering: 2,100,000 Class “A" Common Shares
(The Offering may be increased by up to 15% (315,000 Class "A" Common Shares)
to meet oversubscriptions.)

Shareholder Offering: 1,000,000 Class “A®" Common Shares
NON FLOW-THROUGH SHARE TREASURY OFFERING:

1,100,000 Non-Flow Through Class A" Voting Common Shares (the “Non-Flow Through Shares”) at $0.25 per share.

Price to Public!" Agent's Commission®® Proceeds to Issuer®™
Per Non Flow-Through Share $0.25 $0.01875 $0.23125
Total Offering $275,000 $20,625 $254,375

FLOW-THROUGH SHARE TREASURY OFFERING:

1,000,000 Flow-Through Class “A” Voting Common Shares (the “Flow-Through Shares”) at $0.27 per share

Price to Public!" Agent’'s Commission'! Proceeds to Issuer®™
Per Flow-Through Share $0.27 Nil $0.270
Total Offering $270,000 Nil $270,000
(1) The price of the Non-Flow-Through and Flow-Through Shares has been determined by negotiation with the Agent.
(2) In addition, the Agent will be granted an Agent’s Warrant in consideration of it agreeing to purchase any Non Flow-

Through Shares and Flow-Through Shares not sold on conclusion of the Offering. Refer to "Offering and Plan of
Distribution”.

(3) Before deduction of the remaining costs of the Offering payable by the Issuer in connection with this Prospectus,
estimated not to exceed $15,000. ‘
(4) The Issuer will pay the Agent a fee of $20,250 from working capital for the sale of the Flow-Through Shares.

The Class “A” voting common shares of the Issuer are quoted on the Canadian Dealing Network ("CDN”) in Ontario.

An application has been made to conditionally list the securities being offered herein on the Vancouver Stock Exchange (the
“Exchange”). Listing is subject to the Issuer fulfilling the listing requirements of the Exchange.

A purchase of the securities offered by this Progspectus must be considered a speculation. All of the properties in which the Issuer
has an interest are in the exploration stage only and are without a known body of commercial ore. Some of the properties of the
Issuer have not been surveyed and therefore in accordance with the laws of the jurisdiction in which they are situate, their area
could be in doubt. In addition, there are industry related risks and risks related to legal proceedings. Refer to "Risk Factors”.

When all of the Non Flow—-Through and Flow-Through Shares offered by the Prospectus are sold to the public, the issue will
represent 16.33% of the Class “A” voting common shares then outstanding as compared to 11.05% that will then be owned by
the directors and senior officers of the Issuer. The Offering Price of $0.25 per Non Flow-Through Share and $0.27 per Flow—
Through Share for the 1,100,000 Non Fiow—Through and 1,000,000 Flow-Through Shares offered under this Prospectus exceed
the net tangible book value per Clags "A” voting common share at June 29, 1995 by $0.12 and $0.14 respectively after giving effect
to the Offering hereunder and the issuance of shares since March 31, 1995 as herein disclosed, representing an immediate dilution

of 48% for the purchasers of Non Flow-Through Shares and 52% for the purchasers of Flow-Through Shares. Refer to “Risk
Factors"”.
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The Agent has agreed to purchase (the “Guarantee”) any of the Non Flow-Through and Flow-Through Shares offered hereby
which have not been sold at the conclusion of this Offering and in consideration thereof the Issuer has agreed to grant to the
Agent warrants (the “Agent’'s Warrants”) which will entitle the Agent to acquire up to an aggregate of 525,000 Class”A” voting
common shares for a period of twelve months from the date of listing of the Class“A” voting common shares on the Vancouver
Stock Exchange at a price of $0.25 per share. The Agent has agreed to act as the Issuer's sponsor and has assisted in the pre-
listing review process of the Vancouver Stock Exchange. In consideration thereof, the Issuer has agreed to issue to the Agent
120,000 Class “A” voting sommon shares (the “Sponsorship Shares”). Refer to “Offering and Plan of Distribution™.

This Prospectus qualifies the issuance of the Sponsorghip Shares and the Agent’'s Warrants and the sale at the market price at
the time of sale of Sponsorship Shares and any shares scquired by the Agent pursuant to the Guarantee. The Agent may sell the
Sponsorship Shares and any Class “A” voting common shares acquired on the exercise of the Agent’s Warrants without further
qualification. The exercise price payable on the exercise of any of the Agent’'s Warrants will be paid to the Issuer and used for
its corporate purposes. The Agent will receive the proceeds from any subsequent sale of such shares and none of such proceeds
will accrue to the Issuer. Refer to “Offering and Plan of Distribution”.

The Agent may allocate the Non-Flow Through and the Flow-Through Shares amongst its clients with such preference as it may
determine in its sole disoretion.

No person is authorized by the issuer to provide any information or to make any representations other than those coatained in
this Prospectus in connection with the issue and sale of the gsecurities offered by the Issuer.

SHAREHOLDER OFFERING

This Prospectus also qualifies the sale of up to one million {1,000,000) Ciass “A” common ghares (the “Shareholder Shares”) by
shareholders of the Issuer. These securities were previously issued pursuant to agreements under applicable statutory
exemptions. The Shareholder Shares will not be sold until this Offering has been sompleted. The Issuer will not receive any
proceeds from the sale of the Shareholder Shares. Neither the Agsnts nor the selling shareholders will be contributing to the
expenses incurred in preparing this Prospectus. See "Plan of Distribution” and “Cottonbelt Property — Option Agreement”.

AGENT

We, as Agent, conditionally offer these securities subject to prior sale, if, as and when issued by the Issuer and accepted by us
in accordance with the terms and cemditions contained in the Agency Agreement referred to under “Offering and Plan of
Distribution”. Subscriptions may, in the Issuer’s discretion, be accepted or rejected in whole or in part.

CANACCORD CAPITAL CORPORATION
2200-609 Granville Street
Vancouver, British Columbia
V7Y 1H2
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PROSPECTUS SUMMARY

The following is @ summary of the principal feature of this Offering. More detailed information is contained in the body of the
Prospectus.

The issuer: The Issuer was incorporated in Ontario on November 20, 1954 under the name Pleno Mines
Ltd. The issuer was continued in Alberta on May 27,1986 under the name CanQuest Resource
Corporation, and was registered as an extra-provincial company in British Columbia on
December 11, 1989. The Issuer is engaged in the business of acquiring, exploring and
developing natural resource properties.

Non Flow-Through Share The Agent, pursuant to this Prospectus, offers for primary distribution to the public through

Offering: the facilities of the Vancouver Stock Exchange 1,100,000 Non Flow-Through Shares of the
Issuer at $0.25 per Non Flow~Through Share. The issuer will pay a commission of $0.01875 per
Non Flow-Through Share to the Agent. The proceeds to the issuer before deduction of
Offering expenses will be $254,375.

Flow-Through Share Offering The Agent, pursuant to this Prospectus, also offers for primary distribution to the public
through the facilities of the Vancouver Stock Exchange 1,000,000 Flow-Through Shares of the
issuer at $0.27 per Fiow-Through Share. in respect of the sale of the Fiow-Through Shares,
the issuer will pay to the Agent a fee of $20,250 from its working capital. Subscribere for
Flow-Through Shares will receive a renunciation of Canadian Exploration Expense("CEE”) from
the issuer, deductible for income tax purposes, in accordance with the Flow-Through Share
Participation Agreement attached to and forming part of this Prospectus.

Agent’'s Warrants: In consideration of the Agent guaranteeing the sale of all of the Non Flow~-Through and Flow-
Through Shares, the Issuer will grant warrants to the Agent entitling the Agent to purchase up
to 525,000 Class "A” voting common shares of the Iissuer at a price of $0.25 per share at any
time up to the close of business one year from the date the Issuer’s Class "A” voting common
ghares are listed on the Vancouver Stock Exchange.

Use of Proceeds: The net proceeds of $489,125 after deducting the Agent’s commission and the estimated
balance of the costs of the Offering and the fee payable to the Agent on the sate of the Flow-
Through Shares, will be used to initiate and carry out exploration programs on the Issuer's
mineral properties in accordance with the recoconmendatinns of the Issuer's consulting
geologists at estimated costs of $314,650, to provide for option and royalty payments due
within 12 months of $30,000, to eliminate the working capital deficit of $5,718 and to provide
working capital of $138,757. The net proceeds attributed to the Flow-Through Class “A” voting
common shares will be solely applied towards the foregoing exploration expenditures on the
Issuer's properties. (Refer to “Use of Proceeds”.)

Management: John Bissett President, Chief Executive Officer and Director
. lan deW. Semple Executive Vice Preaident, Chief Financial Officer, Secretary
and Director
Myles Norman Anderson Director
Shirley-Mae Bissett Director

Further particulars of the Management are disclosed under “Directors and Officers”.

The Properties: The Issuer has four mineral properties located in British Columbia: Cottonbaelt Property - 100%
ownership (subject to encumbrances on some of the mineral claims and all of the Crown
Grantsg in favor of Bethlehem Resources Corporation and Goldnev Resouroes Int.) of 7 Crown
granted claims and 56 mineral claims comprised of 419 units in the Kamloops Mining Division;
Microgoid Property - 100% ownership of 100 mineral claims comprised of 203 units at the
border of the Nicola and Kamioops Mining Divisions; Magnolia Property - 100% ownership of
43 mineral claims compriged of 77 units in the Nanaimo mining division; OK Property - option
to acquire 100% ownership of 8 contiguous claims comprised of 143 units in the Vancouver
Mining Disfrict. (Refer to “Properties of the Issuer”.)

Secondary Offering: This Prospectus also qualifies by shareholders of the issuer, the sele of up to one million
(1,000,000) Class “A* common shares. These securities were previously issued pursuant to an
Option Agreement over the Cottonbelt Properties to Goldnev Resources Inc. and Bethiehem
Resources Corporation. The Shareholder Shares will not be sold until this Offering has been
completed. The Issuer will not receive any proceeds from the sale of the Shareholder Shares.
(Refer to “Plan of Distribution” and “Cottonbelt Property - Option Agreement”)

Risk Factors: A purchase of the securities offered by this Prospectus mast be considered a speculation. All
of the properties in which the Issuer has an interest are in the exploration stage only and are
without a known body of commercial ore. Some of the properties of the Issuer have not been
surveyed and therefore, in accordance with the laws of the jurisdiction in which they are
situate, their area could be in doubt. In addition, there are induatry related risks and risks
related to legal proceedings. (Refer to “Risk Factors™.)




Dilution:

Dividend Record:

The Offering price to the public per Non Flow-Through Share and per Flow-Through Share
exceed the tangible book value per Class "A" voting coming share calculated as at March 31,
1995 after giving effect to the Offering, by $0.12 or 48% and $0.14 or 52%, respectively. (Refer
to “Rigk Factors’.)

The Issuer has not, since incorporation, paid any dividends on any of its shares. The Issuer has
no present intention to pay dividends but the future dividend policy will be determined by the
Board of Directors on the basis of sarnings, financial requirements and other relevant factors.
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THE ISSUER
Name and Incorporation

The Issuer was incorporated by Letters Patent under the Corporation Act, 1953 (Ontario} on November 30, 1954 under the name
Pleno Mines Ltd. The Issuer was continued by Articles of Continuance under the Business Corporations Act {Alberta) on May 27,
1986 under the name CanQuest Resource Corporation, and was registered as an extra-provincial company under the Company
Act (British Columbia) on December 11, 1988.

The Issuer's head office is located at #830 - 470 Granville Street, Vancouver, British Columbia, V6C 1V5. The Issuer’s registered
office is located at #1410, 1122 - 4th Street SW, Calgary, Alberta, T2R 1M1.

Description of Business

The Issuer is engaged in the acquisition, exploration and development of natural reseurce properties. The Issuer has an intereat
in the properties described under “PROPERTIES OF THE ISSUER” and intends to seek out and acquire additional properties.

THE ISSUE

Offerings and Plan of Distribution

Treasury Offering

The lasuer, by its Agent, hereby offers (the “Offering™) to the public through the facilities of the Vancouver Stock Exchange (the
“Exchange”) 1,100,000 non tflow-through Class "A” voting common ghares {the “Non Flow-Through Shares ") and 1,000,000 flow-
through Class "A” voting common shares {the “Flow-Through Shares”) (hereinafter together referred to as the "Shares”) at a price
of $0.25 per Non Flow-Through Share and $0.27 per Flow-Through Share. The Offering will be reade in accordance with the
Exchange’s Initial Distribution Rule B. 5.00 on a day ({the “Offering Day”) determined by the Agent and the Issuer, with the consent
of the Exchange, within a period which is on or before the earlier of 180 days from e [date of receipt for final prospectus] (the
“Effective Date”) and e being 12 months after the date of issue of a receipt for the preliminary prospectus by the Superintendent
of Brokers for British Columbia.

The Agent reserves the right to accept or reject subscriptions for the Flow-Through Shares and the Non Flow-Through Shares.

Appointment of Agent

The Issuer, by an agreement dated for reference June 27, 1995 (the “Agency Agreement”) appointed Canaccord Capital
Corporation as its agent (the "Agent”) to offer the Shares to the public.

The Agent will, upon selling all the Shares, receive 8 commission of $0.01875 per Non Flow-Through Share and will further receive
a fee of $20,250 to be paid from the Issuer's working capital for the sale of the Flow-Through Shares.

The Agent reserves the right to offer sslling group participation in the normal course of the brokerage business to selling groups
of other licensed broker dealers, brokers and investment dealers, who may or may not be offered part of the commissions or
Agent's Warrants derived from the Offering.

The obligations of the Agent under the Agency Agreement may be terminated at the Agent’s discretion at any time before the day
the Class “A” voting common shares of the Issuer are listed, posted and called for trading on the Exchange (the “Listing Day"),
on the basis of its assessment of the state of the financial markets or upon the occurrence of certain stated events.

The Issuer has granted the Agent a right of firgt refusal to provide future equity financing to the Issuer for a period of 12 months
from the Effective Date.

The directors, officers and other insiders of the Issuer may purchase Shares from this Offering. The Agent may allogete the
Shares among its clients with such preference as the Agent may determine in its sole discretion.

Conditional Listing

An application has been made to conditionally list the securities being offered herein on the Vancouver Stock Exchange (the
“Exchange®). Listing is subject ta the Issuer fulfilling all the listing requirements of the Vancouver Stock Exchange, including
prescribed distribution and financial requirements, on or before the day which is 180 days after the Effective Date.

Agent’s Warrants

The Agent has agreed to purchase any Shares not sold at the conclusion of the Offering (the “Guarantee”). In consideration
therefor, the Agent will be granted, within 10 business days following the conclusion of the Offering, a non—transferable Class“A”
voting common share purchase warrant (the "Agent's Warrant”) entitling it to purchase up to 525,000 Class “A” voting common
gshares of the Issuer at any time up to the close of business one year from the Listing Day at a price of $0.25 per share. The Agent’s
Warrants will be non-transferable.




Terms and Conditions of Warrants

The terms and conditions governing the Agent’s Warrants will include provision for appropriate adjustment of the class, number
and price of shares issuable pursuant to any exercise thereof upon the consolidation or reclassification of the shares, the payment
of stock dividends or the amalgamation of the issuer.

Greenshoe Optien

The Agent is entitled to overallot up to 15% of the Shares under this Offering and, in such case, the Agent may: (a} in the case
of the Non-Flow-Through Shares either require the Issuer to reserve to the investors from treasury, or altarnatively cover over-
allotments by purchases on the Exchangs:; (b) in the case of the Flow-Through Shares require the Issuer to issue to the investors
from treasury a number of shares which is equal to the lesser of 15% of the Offering or the actual number of Shares subscribed
for by way of an oversubscription during the Offering (the “Greenshoe Option”). Alternatively, the Agent may cover
oversubscriptions for Non Fiow Through Shares by purchases on the Exchange. The number of Shares subject to the Greenshoe
Option will be detarmined at the conclusion of the Offering Day.

Sponsorship

Pursuant to Vancouver Stock Exchange Listings Policy Statement No. 4 “Member Sponsorship”, the Agent has agreed to act as
the Issuer's sponsor and to assume the obligations of sponsor. The Agent has also assisted in the Vancouver Stock Exchange
pre-listing review process. In consideration thereof, the issuer has agreed to issue to the Agent 120,000 Class “"A” voting common
ghares (the “Sponsorship Shares”).

Additional Offering

This Prospectus qualifies the issuance of Shares upon the exercise of the Greenshoe Option, the issuance of the Sponsorship
Shares, the issuanan of the Agent's Warrante and the sole at the market price at the time of sale of the Sponsorship Sharee end
any shares acquired by the Agent pursuant to the Guarantee. The Agent may sell the Sponsorship Shares and any Class "A” voting
common shares acquired on the exercise of Agent's Wareante witheut further qualification. The exercige price payable on the
exercise of any of the Agent’'s Warrants will be paid to the Issuer and used for its corporate purposes. The Agent will receive the
proceeds from ths sale of Sponanrship Shares ond any subsequent sale of Class”"A” voting common shares acquired ae ithe
exercise of Agent’s Warrants and none of such proceeds will accrue to the issuer.

Shareholder Offering

This Progspectus also qualifies the sale, upon the completion of the Offering of the Shares and for a period up to 180 days from
the date of listing, or the date of sale, whichever is earlier, by existing shareholders of the issuer (the "Selling Shareholiders”)
through the facilities of the Exchange at the market price at the time of sale, of up to 1,000,000 Class "A” common shares of the
Issuer. The 1,000,000 Cilass “A” common shares were issued pursuant to funds advanced on a promissory note dated November
17, 1994. The funds were advanced on account of a share subscription. The share subscription entitled the holders to 1,000,000
Class "A" common shares which were issued on June 28, 1995.

The Shareholder Shares are, onlass sold pursuant to this Sharoholder Offering, subject to a hold poriod explring November 17,
1995 being one year from the date of a written agreement subscribing for the Shareholder Shares. Details of the Shareholder
Shares qualified for sdle by the Selling Sharsholders hereander am as follows:

‘Shares Owned ortc ve Total No. of Shures 1 Shares to-ve owned by -
cquired at the Date of this Qualified Selling Shareholder After

Prospectus* the Offering if all the
Shares Being Qualified are
sold
oldnev Resources Inc. 500,000 500,000 NIC

1100 - 808 West Hastings Street
ancouver, B.C. VBC 2X4

ethiehem Resources Corporation 500,000 500,000 NIC
20 - 355 Burrard Street
ancouver, B.C. V6C 2G8

. These numbsrs include all shares that have begn acquired by sach SeHing Sharsholder pursuant to sgresments betwseh the Seliing Sharsholders and the Issuer.

The foregoing information in respect of each Selling Shareholder ig to the Issuer's best knowledge, relying solely upon information
provided by aech such Selling Sharehoider.

The Selling Shareholhers will use Canaccord Capital Corporation as their Agent (the “Shareholdere’ Agent”) to offer the
Shareholder Shares pursuant to the Shareholders’ Offering to the public through the facilities of the Exchange at the market price
of the Issuer's shares at the time of sale. The Shareholder Offering may be made at any time following the Effective Date of this
Prospectus providing the Offering of Shares has been completed and will continue until the earlier of November 17, 1995 or the
sale of all the Shareholder Shares. The Selling Shareholders will pay the Shareholders’ Agent, in consideration of the services
provided by it, 8 commission as is customarily charged by brokers in the normal course of the brokerage business in respect of



the transactions of similar gsize. The purchasers of any of the Shareholder Shares will be required to pay regular commissions
at the rates charged by their broker. Except as disclosed in this Prospectus, no payment in cash, securities or other congideration
is being made to a promoter, finder or other person in connection with the Shareholders’ Offering. The proceeds from the sale
of the Shareholder Shares pursuant to the Sharsholders’ Offering will accrue to the benefit of the Selling Shareholders.

The directors, officers and other insiders of the Issuer may purchase Shareholder Shares from the Selling Shareholders. The
Selling Shareholdere may purchase shaten of the Issuer during ths period of the Shareholiders’ Offering which mey affect the
balance of shares of the Issuer owned by the Selling Shareholders. The costs of preparation of this Progspectus in respect of the
Shareholders Offering will be peid for by the Isaner:

The Selling Sharaholders do not make any representatione with respuet to the securities offered hereunder and will net be signing
this Prospectus on behalf of the Issuer, themselves or otherwigse. However, under Section 114 of the Securities Act (British
Columbia) the Selling Shareholders will be liable to purchasers of the Sharsholder Shares if this Pragpsctus oontaies a
misrepresentation. See “Purchasers Statutory Rights of Withdrawl! and Recission™.

Subscription for Flow-Through Shares

The Issuer will issue the Flow-Through Shares to the investors in the denominations and in the amounts provided to it by the
Agent. All investers who subscribe far Fiow-Through Shares must execute a power of attornay in the form attached to this
Prospectus as Schedule “B*. The power of attorney authorizes JOHN BISSETT, President, or alternatively IAN de WOLFE SEMPLE,
Executive Vice~Presitent and Sesretery, to exsgute on bihalf of the investar a Flow-Through Share Participiition Agreement in
the form attached to this Prospectus as Schedule "A” (the "Participation Agreement”), in order for the investor to receive "Flow—
Through” tax treatment for his subseription, as desoribed under the heading "Canadian Federal Income Tax Considetations”. If
the Agent does not receive a duly executed power of attorney from such an investor within 28 days after the Offering Day, that
investor will not be entitled to receive any “Flow-Through” tax treatment for his subscription.

Proceeds from the Bale of the Flow-Through Shares

The Issuer will receive groes procebds of $270,000 from the sche of tha Flow-Throush Sheras, all of which will be allocated to
the Flow-Through Shares and will be available for incurring Canadian Exploration Expense ("CEE") as defined in the Income Tax
Act (Canadas) (the “Tax Act”). The proceedit of $270,000 for the Flow-Through Shares will constitute an Exploration Fund (the
“Exploration Fund”) to be used by the Issuer as set out below. Until expended, the issuer will hold the Exploration Fund in an
interest bearing accennt with a Canadian chartered bank or trust company separare tcem the issuer’s other funds. Any interest
accruing on this account will be solely for the benefit of the Issuer and will be added to working capital.

Exploration Fund

The Issuer will use the Exploration Fund to incur expenditures which will qualify as CEE before the expiration of 24 months after
the Fiow-Through Share Participation Agreement is entered into. The Issuer will renounce to investors the CEE so incurred by
it from expenditures from the Exploration Fund as soon as it is reasonably practicable but in any event before March of the first
calendar year beginning atter tHat 24-month perier. Refer to “Canachan Federal Income Tax Consideratier:s” for particulats of
income tax treatment of expenditures made from the Exploration Fund, and of the renunciation of CEE by the Issuer to investors.

Participation Agreement

The Flow-Through Share Participation Agreement, which provides for the issuance of the Flow-Through Shares and the
renunciation of CEE by the Issesr to investors arid other previsipas, is, by the aet of an investoe execiiting the respective
Participation Agreements and participating in the purchase of the Flow-Through Shares, binding upon the Investor and the Issuer.

Completion of Exploration Programs and Renunciation

The Issuer intends to incur all of the CEE from the expenditure of the Exploration Fund by February 28, 1996 and it is further
intended that the CEE so incurred will be renounced on er before March 30, 1996 with an effertive date of December 31, 1995.
Any funds remaining after February 29, 1996 will be spent within 24 months of the respective dates of the Flow-Through Share
Participation Agreemente and renounced before Mareh of the firsf calendar yaor bedinning atter that 24-menth period.

Government Grants

Any governmental esploration assistance funds wbich may bd available In respecr of any work programs conducted by the use
of CEE funds shall accrue exclusively to the Issuer and the Issuer will apply for such funds on its own behalf.




Use Of Proceeds

The gross proceeds of $545,000 will be used for the following purposes:

1. To pay the Agent's fees and commissions $ 40,875

2. To eliminate the working capital deficit at March 31, 1995 $ 5,718

3. To pay the balance of the estimated costs of this Offering. $ 15,000

4, To carry out the program on the issuer's Cottonbelt property, as recommended in the Cottonbeit $ 286,150
Report

5. To initiate Phase 1 of the exploration program on the issuer's Microgold property, as $ 17,100
recommended in the Microgold Report.

6. To initiate the program on the Issuer's Magnolia property as recommended in the Magnolia $ 11,400
Report

7. To provide for option payments on the OK property and royalty payments on the Magnolia $ 30,000
property which fall due within 12 months from the date of this Prospectus

8. To provide working capital $ 138,757

TOTAL $§ 545,000

The Issuer may, pursuant to the written recommendations of a qualified engineer, abandon in whole or any part of any of its
properties or may alter, as work progresses, the work program recommended, or may make such arrangements for the
performance of or all or any portion of such work by other persons or companies and may use any money so diverted for the
purpose of conducting work or examining the other properties acquired by the Issuer after the date of this Prospectus, although
the Issuer has no present plans in this regard. If any such event occurs during the primary distribution of the securities referred
to in this Prospectus, an amendment to this Prospectus will be filed. If any such event occurs after primary distribution of the
securities, the shareholders will be notified.

If the Agent exercises the Greenshoe Option to purchase a further number of shares, as described under “Plan of Distribution®,
the monies received by the Issuer from such exercise will be added to the Issuer's working capital as will any proceeds derived
from the exercise of the Agent's Warrants. Refer to the heading “Plan of Distribution”.

No part of the unallocated proceeds will be used to invest, underwrite, or trade in securities, other than those that qualify as an
investment in which trust funds may be invested under the laws of the jurisdiction in which the securities offered by this
Prospectus may be lawfully sold. Should the Issuer intend to use the proceeds to acquire other than trustee—type securities after
the distribution of the securities offered by this Prospectus, approval of 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 securities offered by this
Prospectus.

Rigk Factors

The securities offered by this Prospectus must be considered speculative, generally because of the nature of the Issuer's busginess.
In particutar:

1. the largest part of the Issuer’s assets is comprised of its interests in, and expenditures on, natural resource properties.
Recovery of the Issuer's investment in such assets, and the Issuer's continuing operations, is dependant on the discovery
of commercially recoverable ore reserves and future profitable production (or the procesds from disposition of mineral
properties), and the Issuer's ability to obtain the financing necessary to complete sxploration and development;

2. there is no known body of ore on the Issuer's mineral properties. The purpose of the present Offering is to raise funds
to carry out further exploration with the objective of determining the presence of one or more economic bodies of ore.
if the Issuer's exploration programs are successful, additional funds will be required for the development of one or more
economic bodies of ore and to place them in commercial production. The only sources of future funds presentiy
available to the Issuer are the sale of equity capital, or the offering by the Issuer of an interest in its properties to be
earned by another party or parties carrying out further exploration or development thereof;

3. exploration for minerals is a speculative venture necessarily involving some substantial risk. There is no certainty that
the expenditures to be made by the Issuer in the properties described herein will result in discoveries of commaercial
qualities of ore. If the Issuer’s exploration programs are successful in establishing ore of commercial tonnage and grade,
additional funds will be required for the development of the ore body and to place it in commercial production. The only
source of funds presently available to the lasuer is the sale of its squity capital. There can be no assurance thig source
will continue to be available as required or at all. if it is available, future equity financings may result in substantial
dilution to purchasers under this Offering;

4, resource exploration and development is a speculative business and involves a high degree of risk. The marketability
of natural resources which may be acquired or discovered by the lssuer will be affected by numerous factors beyond
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the control of the Issuer. These factors include market fluctuations, the proximity and capacity of natural resource
markets and processing equipment, government regulations, including regulations relating to prices, taxes, royaities, land
tenure, land use, importing and exporting of minerais and snvironmental protection. The exact affect of these factors
may result in the Issuer not receiving an adequate return on invested capital;

5. mining operations generally involve a high degree of risk. Hazards such as unusual or unexpected formations and other
conditions are involved. The Issuar mey heaome subject to liabHity for pollution, cave—~ine or haaards against wbich it
cannot insure or against which it may elect not to insure. The payment of such liabilities may have a material adverse
effect on the Issuer’s financial position;

8. while the Issuer has obtained the usual industry standard title report with respect to its properties, this should not be
construed as a guarantee of title. The properties may be subject to prior unregistered agreements or transfers, and title
may be affected by undetected defects. Legal issues may arise affecting ownership. (Refer to "Legal Proceedings”);

7. the issuer’'s properties consist in part of recorded mineral claims which have not been surveyed and, therefore, the
precise area and location of such claims may be in doubt;

8. after the issuance of the securities offered by this Prospectus and prior to the exercise of any outstanding share
purchase options or warrants, the Issusc will have a book value per common share, based on the net tangible assets of
the Issuer at March 31, 1995, of $0.13. Accordingly, purchasers of the securities offered by this Prospectus will
experience an immediate dilution in tbe naetdangible book value of their investment. The dilution will be $0.12 per share
(48%) for purchasers of Non Flow-Through Shares and $0.14 per share {52%) for purchasers of Flow—-Through Shares;

9. reference is made to the section headed “Conflicts of Interest” concerning possible conflicts of interest involving
directors and officers of the lssuer; and

10. the securities offered by this Prospectus {excluding any gsecurities aaquirsd by the underwriters, directors or employees
for the exercigse of share purchase options or warrants) will represent 16.33% of the outstanding shares of the Issuer
on completion of the Offpeing, as cornpared to 11.05% held by diraators, officers and substantial accurity holders.

11. the Issuer has never paid any dividends on its Clags “A” Voting Common Shares, aad does net arnticipete doing so for
the foreseeable future.

CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

In the opinion of Radelet & Company, special tax counsel to the | , the fellowing is a fair and adequate summary of the
principal Canadian federal income tax considerations generally applicable to investors who acquire Flow-Through Shares
pursuant to this Offering.

This summary is based on the current provisions of the Ineomre Tax Act (Canacdia) (the “Tax Act”), the regulations thereunder,
counsel’s understanding of the current administrative practices of Revenue Canada, and all specific proposais to amend the Tax
Act and the regulations thereunder publicty amnaunced by the Canadino federal goverrment before the dae of this Prospectus.
It is assumed that all such amendments will be enacted substantially in the form proposed, although no assurance can be given
in this respect. This summary doec not otherwise 18he into account or anticipate changes in the law, whether by way of judicial
decision or legislative or executive action, nor does it take into account provincial, territorial ar foreign laws.

In this summary comment is restricted to the case of an investor who is an individual, but not a trust, resident in Canada, who
deals at arm’s iength with the Issuer, and who holds and will hold His Flow-Through Shares as capital property, all within the
meaning of the Tax Act. A Flow-Through Share generally will constitute capital property to an investor uniess the investor holds
the share in the course of carrying on a business of trading or dealing in securities, or otherwise has acquired the share in a
transaction considered to be an adventure in the nature of trade. This summary does not apply to an investor whose business
includes trading or dealing in resource peoperty.

It is assumed that at all relevant times the Issuer will be a "prinoipal-busincas aerporation” for the purposes of the Tax Act, that
the Issuer will make all necessary tax filings in respect of the issue of the Fiow-Through Shares and the renunciation of Canadian
Exploration Expense (“CEE") in the manner and within the time required by the Tax Act, that the Issuer will incur sufficient
qualifying CEE to enable it to renounce to investors all of the CEE covenanted to be renounced by the Issuer pursuant to all Flow-
Through Share Participation Agreements effective on the day or days set out in such agreements, and that the Flow-Through
Shares will not be “prescribed shares” for the purpose of the definition of “flow-through share” in the Tax Act.

This summary is of a general nature only, and is not exhaustive of all possible Canadian federal income tax considerations. It is
not intended to be, and it should sot be construed te be, legal on tax advice to any particular investor. Prospective investors
should consult their own tax advisors with respect to their particular tax positions.

1. Cost of Flow-Through Shares and Averaging Rule for Identical Properties

The adjusted cost base of Flow-Through Shares acquired pursuant to this Offering will be deemed to be nil, provided that an
Investor who acquires a Flow-Through Share and who holds or acquires other Clags "A~ voting common shares of the Issuer will
be required to average the adjusted cost bage of all such shares held by him.
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2. Disposition of Flow-Through Shares

On the disposition of a Flow-Through Share, the holder will realize a capital gain (or capital loss) equal to the amount by which
the proceeds of disposition, less reasonable costs of disposition, exceed {or are less than) the adjusted cost base of the share
disposed of.

3. Renunciation of Canadian Exploration Expenge

The Issuer will be entitled to renounce to investors CEE incurred by it after the day the Flow-Through Share Participation
Agreements are entered into and within 24 months thereafter, less (I) any previous renunciations with respect to such CEE, (ii)
any portion of such CEE which is prescribed as relating to ovarhead expenses, and (iii) any assistanaa that the Isguer hss received,
is entitled to receive, or may reasonably be expected to receive at any time which is reasonably related to such CEE. The issuer
may not renounce te inveetors CEE in excess of the purchase price for Flow-Through SHares.

CEE incurred in a calendar year and renounced to investors effective on or befors December 31 of that year will be deemed to
have been CEE incurred by such investors on the effective date of the renunciation. Certain types of CEE incurred by the Issuer
within 60 days after the end of a particular calendar year may be renounced effective December 31 of the particular year to
investors who throughout that 60-day period deal at arm’s length with the Issuer.

An investor who disposes of his Flow-Through Shares will retain the entitiement to receive renunciations of CEE from the Issuer
as described above, and the purchaser of such Flow-Through Shares will not be entitled to any such renunciation.

4, Deduction of Cumulative CEE

CEE that is renounced by the Issuer to an investor as destribed above will be deemed to be CEE incurred by the investor on the
effective date of the renunciation, and will be included in the investor's “cumulative Canadian exploration expense” account.

In computing his income for tax purposes from all sources for a taxation year, an investor may deduct up to 100% of his
cumulative CEE acasunt at the end of the year. An investor's cumulative CEE accorint is reduced by any amounts so deducted
by him, and by the amount of any "assistance” that the investor is entitied to receive in respect of CEE that has been incurred.

To the extent that an investor does not deduct the balance of his cumulative CEE account at the end of a taxation year, the
balance will be carried forward and the investor will be entitled to claim deductions in respect thereof in subsequent taxation
years.

If at the end of a taxation year of an investor the reductions in calculating his cumulative CEE account exceed the additions
thereto, the excess must be included in computing his income for that year, and his cumutative CEE acaeunt will than have a nil
balance.

5. Alternative Minimum Tax

The Tax Act provides that tax payabie by an individual is the greater of the tax otherwise determined and an alternative minimum
tax. The federal minimum tax is 17% of the individual’'s “adjusted taxable income” for the year in excess of a basic exemption
of $40,000, less certain tax credits. Whether and to what extent the tax liability of a particular investor will be increased by these
provisions will depend on the amount of his income, the ssureas from which it is derived, and the nature and amouhte of any
deductions he claims. Any additional tax payable for a year by reason of the alternative minimum tax provisions is recoverable
to the extent that tax otherwise payable exceede aiternative minimum tax fen any of the aeven following years.

In calculating a taxpayer's “adjusted taxable income”, certain deductions and credits otherwise available are disallowed or
restricted, and certain amounts not otherwise included in income are included. The disallowed items include deductions claimed
by the taxpayer in respect of interest expense on muney borrowed to acquire flow-through shares or in respect of cumulative
CEE for a particular taxation year to the extent that such deductions exceed the taxpayer's resource income for the year.

6. Interest Expense

Reasonable interest expense incurred by an investor on money borrowed to acquire Flow-Through Shares pursuant to this
Offering generally will be deductible during tha year in which such interest is paid or payable, according to the method regularly
followed by the investor in computing his income, provided that the investor acquires such shares for the purpose of gaining or
producing income therefrom. Upon the disposition of a Flow-Through Share interest expense on money borrowed to acquire the
share will cease to be deductible except that:

a. interest expense will continue to be deductible if and to the extent that the proceeds of disposition are
reinvested for the purpose of earning other incoms, and

b. if the share is disposed of for fair market value and the amount of money borrowed to acquire tha share
exceeds the consideration received, interest on the excess generally will continue to be deductibie by the
investor.
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7. Dividends

Any dividends paid on a Flow-Through Share of the Issuer to an investor will be subject to the normal dividend gross—up and tax
credit rules.

THE MANAGEMENT
Directors and Officers

The names, addresses and principal occupations in which sach of the directors and officers of the Issuer have been engaged
during the immaediately preceding five years are as follows:

Name and Address Position with the Issuer
John Bigsett Director, President and
1815 West 15th Avenue Chief Executive Officer
Vancouver, B.C. V6J 2K9
lan de Wolfe Semple* Director, Executive Vice-President, Secretary and Chief Financial
21C Barbary Coast Marina Officer

Box 48896 Bentall Centre
Vancouver, B.C. V7X 1A8

Myles Norman Anderson®* Director
#72-4900 Cartier Street
Vancouver, B.C. V6M 4H2

Shirley-Mae Bissett* Director
1815 West 15th Avenue
Vancouver, B.C. V6J 2K9

* Member of the Audit Committee

John Bissett, geologist and financial consultant, has been President, Chief Executive Officer and a director of the issuer since 1985.
It is anticipated that he will devote 100% of his time to the affairs of the Issuer during the one-year period following the date of
this Prospectus, dealing with mineral property matters, reviewing and advising on exploration programs and generally attending
to the business of the Issuer. In 1985, Mr. Bissett retired from a 23-year career in the investment business, first as a mining
analyst and then in increesingly more respensible executive positions in several national stockbroking firms. From 1981 - 1985,
until it was gold, he was the founder, sole owner and President of a member firm of the Alberta Stock Exchange. At present, he
is not a director of any public company other than the issuer.

lan de Wolfe Semple, geologist and business consultant, has been Executive Vice-President, Secretary and a director of the Issuer
since 1989. From 1984 to 1989 Mr. Semple was Vice—President and Senior Mining Analyst with Pemberton Securities inc. (now
RBC Dominion Securities Pemberton Inc.) in Vancouver, British Columbia. Since January 1989 he has acted as an independent
business consultant in addition to his present position with the Issuer. It is anticipated that Mr. Semple will devote as much time
as required to properly attend to his sighificant part in the management of the affairs of the I1ssuer, which he estimates will be
at least 50% of his time in the next year.

Myles Norman Anderson, geological engineer and business consultant, has been a director of the issuer since 1989. Mr. Anderson
is President of Norman Anderson & Associates Ltd. of Vancouver, British Columbia, which provides technical and economic
evaluations of existing and developing mine projects. In 1987, he took early retirement from a distinguished career with Cominco
Ltd., having been Chairman and Chief Executive Officer since 1980. Mr. Anderson presently is a director of Homestake Mining
Company, Finning Ltd., Anvil Range Mining Corporation, BGR Precious Metals Inc., Western Star Trucks Holdings Ltd., Solv-Ex
Corporation, the Toronto Dominion Bank and Prime Resources Group Inc. it is anticipated that Mr. Anderson will devote less than
10% of his time to the affairs of the Issuer in tha next year.

Shirley-Mae Bissett, business woman, was Secretary and director of the issuer from 1985 to 1989 and re-elected a director in
1990. During the five years ended 1988, Mrs. Bissett was Secretary and a director of two privately-owned oil and gas exploration
companies in Calgary, Alberta. Since 1981, she has been and remains, a director and Secretary-Treasurer of Tierra Financial
Resources Limited of Vancouver, British Columbia, which provides management and consulting services to a variety of businesses.
Mrs. Bissett is not presently and has not been during the past five years a director of any public company other than the Issuer.
It is anticipated that Mrs. Bissett will devote less than 10% of her time to the affairs of the Issuer in the next year.

Statement of Executive Compensation
The Issuer has two executive officers:

1. John Bissett, Chief Executive Officer, President and director of the Issuer;
2. ian de Wolfe Semple, Executive Vice-President, Chief Financial Officer, Secretary and director of the Issuer.




-13-

During the financial year ended December 31, 1994, the Issuer paid consuiting fees of $22,640 to lan de Wolfe Semple and $30,000
to Tierra Financial Resources Limited. Tierra Financial Resources Limited provides to the Issuer the services of John Bissett as
President and Chief Executive Officer for remuneration of at least $30,000 per year, pursuant to an agreement made as of May
1, 1988. Tierra Financial Resources Limited is owned by Shirley—Mae Bissett, an associate of John Bissett. The agreement had
an initial term of three years and continues indefinitely thersafter unless terminated by any party on three months’ notice.

The Issuer has no plan or arrangament in respect of comaensation received or that may be recsived by executive officers in thi
current fiscal year ending December 31, 1995 with the view to compensating such officers in the svent of the termination of
employment (resignation, relirement, change er:contrel) or in tho avent of a change in respoasibllitien following a chpnge of
control, except that, pursuant to the management agreement previously referred to, the Issuer may terminate the management
agreement on three monthe’ aotioe. The lgsuer has not set a policy with respect to future expautive compeasatien.
Directors are not compensated by the lesuer for their services in their capacity se directors.

indebtedneas pf Directhrs and Senior Officers

None of the directors and senior officers of the Issuer, nor any associate or affiliate of the directors and senior officers, is indebted
to the issuer.

Promoters
In the past five years, no person has acted as a promoter of the Issuer.
Principal Holders of Securities

As at the date of this Prospectus, to the best of the knowledge of the directors and senior officers of the issuer, no person or
company beneficially owns, direcfly on indirectly, mere than 10% of the issned and outstanding Comreon Shares.

The percentage of Class “A” voting common shares of the Issuer beneficially owned, directly or indirectly, as of the date of this
Prospectus, by all directors and senior officers of the Issuer, as a group, is:

" Designation of Class Percentage of Class "

" Class “A” voting common 13.35 % ||

Conflicts of Interest

Ingofar as certain Directore of the Issuer also serve as directors of other resource development comparies, it is possible that
resource properties may be offered to both the issuer and to such other companies, and further that those other companies may
participate in the same properties io which the Issuer has an interest.

In exercising their powers and performing their functions, directors are required to act honestly and in good faith and in the best
interests of the Issuer, and to exercise the care, diligence and skill of 8 reasonably prudent person.

Every director who is, in any way, directly or indirectly, interested in a proposed contract or transaction with the Issuer, must
disclose the nature and extent of his interest at 8 meeting of the directors. Every such director must account to the Issuer for
any profit made as a2 consequence of the Issuer entering into or performing the proposed contract or transaction, uniess he
discloses his inrerest aha, after his disclosure, tha preposed contract or trangaction is approved by the directors, and he abstaino
from voting on the approval of the proposed contract or transaction.

Accordingly, the directors will endeavour to avoid dealing with other companies in situations where conflicts might arise, and
will at all times use their best efforts to act in the best interest of the Issuer.

Interest of Management and Others in Material Transactions

The directors, sehior officers, principni thareholders and their associates do not have any interest, direct or indirect, by way of
beneficial ownership of securities or otherwise in material transactions except for any interest arising from the ownership of
securities of the Issuer where the shareholder will receive no extre‘or special benefit or adveantage not shared on a pro rata basis
by all holders of securities of the Issuer.

Mr. John Bissett, President and director of the issuer, originally purchased, staked or otherwise acquired certain of the !ssuer's
properties for his own interest and at his own expense. All titles to and interests in the properties subseqeently wers transferred
to the Issuer by Mr. Bissett without compensation other than reimbursement for his cash outlays. For more detailed information
refer to Microgold Property - Ownership and Terms of Acquisition; Cottonbelt Proparty - Ownership aed Terms of Acquisitlen;
and Magnolia Property - Ownership and Terms of Acquisition.
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THE SHARE CAPITAL

Description of Shares

The authorized capital of the Issuer congists of an unlimited number of Class “A” voting common shares without par value and
4,000,000 Class “B” non-voting common shares without par value.

The Class "A" shares are designated as common shares. The Class "A” shares entitle the holders to vote at all meetings of
shareholders, to receive dividends if declared and to receive the remaining property of the lssuer upon dissolution.

The Class "B” shares are designated as non—participating non-voting shares. No dividends are payable on the Class “B* shares.
In the event of the liquidation, dissolution or winding up of the Issuer or other distribution of assets or property of the issuer
among the shareholders for the purpose of winding up its affairs, the holders of the Class "B shares shall be entitled to receive
from the assets and property of the Issuer the sum of $0.03 per share before any amount shall be paid or any property or assets
of the Issuer be distributed to the holders of any Class "A” shares but sach holders of Claso “B” sharass sheil not be entitled to
participate any further in the property or assets of the Issuer. The holders of the Clags “B” shares are not entitled as such to
receive notice of or to attend any meeting of the shareholders of the Isauer and shall not be gptitied to vote at any such meeting.
The holders of the Class "B~ shares are, however, entitled to notice of meetings of the shareholders called for the purpose of
authorizing the dissolution of the Issuer or the sale of all its undertakings or a substantial part thereof. The Class "B” shareholders
were given the option of redemption at $0.03 per share or conversion into Class “A” shares on a one-for-one basis up to June
30, 1986. At the discretion of the directors of the Issusr, the eonversion feature was extended to liecersber 30, 1993 when it
expired. The redemption option remains in effect.

Share Capital Structure

F = :
Designation of Sesurities Amount Amount. | Amount Outstanding Amount Outstanding
Authorized Outstanding as at as at Date of on Completion of

March 31, 1985 - Prospectus Offering

Class "A” voting common Unlimited 9,477,327 10,639,827 12,859,827

shares without par value

Ciass "B” non-voting 4,000,000 205,787 205,787 205,787

common shares without

par value

The Issuer had a deficit of $ 1,240,394 and contributed surpius of $ 25,312 as at March 31, 1995.

The Issuer has outstanding share purchase warrants entitling the holders to purchase up to 1,080,000 Class “A” voting common
shares and incentive stock optious to purchase up to 1,200,000 Class “A” voting common shares. Refer to “Shere Purchase
Warrants” and “Options to Purchase Securities™.

The share purchase warrants were issued in connection with private placements of Class“A” voting common shares.

Share Purchase Warrants

Desgignation of Securities Clasa “A” Shares ‘Price(s) per Shars Expiry Date
reserved for issuance .
Series A 350,000 $0.50 September 21, 1996
Series F 500,000 $0.25 November 5, 1995
Undesignated 160,000 $0.25 May 18, 1996
Undesignated 70,000 $0.25 July 31, 1995

Escrowed Shares
There are no escrowed shares.

REFER ALSO TO "OTHER MATERIAL FACTS - PERFORMANCE SHARES".
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Securities to be Issued for Property Acquisitions

420 - 355 Burrard Street
Vancouver, B.C.
V6C 2G8

Name and Address Balance of Class “A” Shares to Description
be issued

April and Darrell White 50,000 By agreement dated May 18, 1988 and amended

RR#1, Box 42 April 28, 1990 and February 27, 1992, the Issuer

Black Point Road purchased four mineral claims compriging part of

Powell River, B.C. the Magnolia property from April and Darrell White.

V8A 4A2 The purchase price was $15,000 (paid) and 100,000
Class “A” ghares. (Refer to "Ownership and Terms of
Acquisition”™)

Rhyolite Regources Inc. 100,000 By agresment dated July 13, 1989, the Issuer

c/o0 Russel! & DuMoulin purchased three mineral claims comprising part of

1700 - 1075 West Georgia St. the Microgold property from Rhyolite Resources Inc.

Vancouver B.C. The purchase price was $50,000 (paid) and 100,000

V6E 1V5 Class "A” shares. (Refer to “Ownership and Terms of
Acquisition®)

John S. Delatre 25,000 By agreement dated June 7, 1994, the Issuer

802 -~ 1215 Beach Avenue purchased from John S. De Latre a 2.5% Net

Vancouver, B.C. Smelter Return (NSR) royalty on any production of

V6E 1V5 minerals from the Microgold, CIN and DY ciaims
which form part of the Microgold property. The
2.5% represents one-half of the 5% NSR royalty
previously held by Mr. De Latre. The purchase price
was 100,000 Class “A" gshares. (Refer to Ownership
and Terms of Acquisition™)

Bethlehem Resources Corp. 12,500 By agreement dated January 12, 1994, and amended

June 23, 1994, the Issuer purchased five mineral
claims comprising part of the Magnolia property
from Bethiehem Resources Corporation. The
purchase price was 50,000 Class “A” gshares. (Refer
to “Ownership and Terms of Acquisition”)

Prior Sales

The following Clagss "A” common voting shares of the Issuer have been sold within the 12 months prior to the date of this

Prospectus:
Total Number of Price Commissions Paid Total Cash Received Consgideration Received other
Securities Sold than Cash

" 400,000 $0.25 Nit $100.000 Nil "

Trading History

Trading information for the previous twelve months for the principal market on which the securities of the Company have been

traded during such period.

Stock Exchange or OTC Market Month High Low Close Volume
Canadian Dealing Network
1994 | June $0.30 $0.15 $0.15 113,000
July $0.25 $0.15 $0.20 70,000
August $0.30 $0.10 $0.30 167,000
September $0.30 $0.15 $0.20 304,600
October $0.30 $0.15 $0.15 234,000
November $0.25 $0.15 $0.17 127,000
B December $0.18 $0.15 $0.18 25,000
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1995 | January $0.20 $0.20 $0.20 1,000
February $0.28 $0.10 $0.15 164,000
March $0.10 $0.10 $0.10 38,000
April $0.20 $0.10 $0.20 38,000
May $0.20 $0.10 $0.15 32,000
Source of trading data: Canadian Dealing Network ~

PROPERTIES OF THE ISSUER

The Issuer owns four mineral properties in British Columbia. The Microgold epithermal gold prospect at Stump Lake which is
located on Highway 5A between Merritt and Kamloops; the Cottonbeit lead-zinc-silver-copper-gold prospect at Mount Grace
which is located 25 km north of the Seymour Arm of Shuswap Lake; the Magnolia gold-copper prospect on Texada island in the
Strait of Georgia; and the OK copper—molybdenum prospect on the Bunster Plateau which is located 20 km north of Powell River.

The Issuer acquired the nucleus of these properties in 1988 and 1988 and commenced their exploration in 1989. To March 31,
1995, it expended a total of $1,140,681 represented by $258,000 in acquisition and option payments plus $882,681 in exploration,
maintenance and expansion of the properties. From January 1, 1990 to March 31, 1995 the Issuer expended $582,951 for general
and administrative costs related to the maintenance of an office and corporate presence in Vancouver. That included general
overhead plus legal, audit and accounting charges as well as general exploration expenses written off over the period but
excluded financing charges.

During most of that period, the availability of funds for the Issuer's exploration programs was severely limited by generally
unfavourable conditions in capital markets. The relatively small programs that were carried out were aimed first at a general
understanding of the geology and secondly at determining specific targets for larger and more comprehensive programs. The
unfavourable industry conditions had an upside in the ability of the Issuer, based on the results of its explorations, to significantly
expand its properties by acquiring adjacent claims which expired from lack of obligatory work and by staking new ones without
meaningful competition. The Cottonbelt has grown from 98 to 10,398 hectares (40.1 sq. miles);the Microgold from 1125 to 5075
hectares (19.6 sq. miles); the Magnolia from 975 to 1925 hectares (7.4 8q. miles) while the OK is unchanged at 3575 hectares (13.8
8q. miles). The properties are now at the stage to accommodate substantial exploration programs including diamond drilling.

COTTONBELT PROPERTY

The information contained herein regarding the Cottonbelt property (except for the description of ownership and terms of
acquisition, the description of the property’s history, and the description of cumulative exploration expenditures) is derived from
a report dated June 20, 1991, and amended February 21, 1994 and an addendum letter report dated July 13, 1994 and reconfirmed
June 2, 1995 prepared for the Issuer by Gordon Gibson, consuiting geologist in conjunction with David Williams, P.Eng., geoiogical
engineer. The report is entitied "REPORT ON THE COTTONBELT PROPERTY". The report is available for inspection at the head
offices of the issuer during normal business hours during the course of primary distribution of the securities offered by this
Prospectus and for a period of 30 days thereafter.

Location, Size and Means of Access

The Cottonbelt property, named after one of the Crown Grants, consists of 7 Crown granted and 56 located mineral claims
comprising 418 units in the Kamloops Mining Division, British Columbia. Its area is 10,398 hectares (40.1 sq. miles). The property
is centered on Longitude 118° 49°20 W and Latitude 51° 26°50~ N. NTS reference is 82M/7W.

Crown Granted Claims

Claim Name Lot No. Claim Name Lot No.

Cottonbelt 2105 Joe 2106
Boyne 2107 Harrison 2108
Victoria 2109 Jessie 2110

Wellington 211
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Name Tenure Units Expiry
Quest 1 320425 12 Aug 20 1995
Quest 2 320428 4 Aug 20 1995
Quest 3 320424 4 Aug 19 1995
Quest 4 218693 4 Aug 23 1995
Quest 5 320427 15 Aug 20 1995
Quest 7 320428 20 Aug 21 1995
Quest 8 320429 12 Aug 21 1995
Quest 9 312496 6 Aug 18 1996
Quest 10 312786 6 Aug 23 1996
Quest 11 316233 20 Nov 04 1995
Quest 12 319785 20 Jul 28 1995
Quest 13 320430 20 Aug 21 1995
Quest 14 324875 20 Apr 10 1996
Quest 15 324876 20 Apr 10 1996
Quest 16 324877 20 Apr 10 1996
Quest 17 336190 9 May 27 1996
Quest 18 336191 16 May 27 1996
Quest 19 325287 4 Apr 24 1996
Quest 20 325288 9 Apr 24 1996
Quest 21 325289 8 Apr 24 1996
Quest 22 332908 4 Dec 05 1995
Quest 23 332909 8 Dec 05 1995
Quest 24 332910 16 Dec 05 1995
Quest 25 332911 20 Dec 05 1995
Quest 26 332912 20 Dec 05 1995
Quest 27 332913 20 Dec 05 1995
Quest 28 332914 20 Dec 05 1995
Quest 29 332915 20 Dec 05 1995
Quest 30 332916 10 Dec 05 1996
Matt 1 312788 1 Aug 23 1995
Matt 2 312789 1 Aug 23 1995
Matt 3 320420 1 Aug 19 1995
Matt 4 320421 1 Aug 19 1995
Matt 5 320422 1 Aug 19 1995
Matt 6 320423 1 Aug 19 1995
Matt10 325290 1 Apr 24 1996
Matt11 325291 1 Apr 24 1996
Matt12 325292 1 Apr 24 1996
Matt13 325293 1 Apr 24 1996
Matt14 325294 1 Apr 24 1996
Matt16 325295 1 Apr 24 1996
Matt17 336192 1 May 27 1996
Matt18 336193 1 May 27 1996
Matt19 336194 1 May 27 1996
Matt20 336195 1 May 27 1996
J13 312493 1 Aug 16 1995
J14 312494 1 Aug 16 1995
J 15 312495 1 Aug 16 1995
J 16 319786 1 Jul 28 1995
J17 319787 1 Jul 28 1995
J 18 319788 1 Jul 28 1995
J19 319789 1 Jul 28 1995
J 20 319790 1 Jul 28 1995
J 21 319791 1 Jul 28 1995
Wolfe 1 320416 1 Aug 21 1996
Wolfe 2 320417 1 Aug 21 1996
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The property is located in the Mt. Grace area of southeastern British Columbia about 26 kms northeast of the Village of Seymour
Arm and 60 kms northwest of the Town of Revelstoks. The claims lie on Mt. Grace at elevations of approximately 730 - 1,985 m.
Much of the property is taken up by gently rolling, sparsely treed sub—aipine meadow bounded by steep sioping valleys. Northeast
facing slopes are very steep and nearly inaccessible in places.

Logging roads originating at Seymour Arm pass through the lower-esievated northern sector of the property and extend up the
western slopes of Mt. Grace to within 1 km of the Crown Grants. Access to Seymour Arm is via logging ronds from Aoglemont
on Shuswap Lake which in turn is joined to the Trans-Canada Highway by a paved road.

Ownership and Terms of Acquisition

The lasuer owns a 100% interest in the Cottonbelt property.

The Issuer purchased the Cottonbelt, Joe and Boyne Crown granted claims from Chuck’s Holdings Corporation, of P.O. Box 910,
Merritt, British Columbia, VOK 2B0 pursuant to an agresment dated September 18, 1987 and amended June 7, 1989 and December
8, 1993. The Issuer paid $47,500.

The Issuer agreed to purchase the Harrison, Victoria, Jessie and Wellington Crown granted claims from Rhyolite Resources Inc.
pursuant to an agreemeet dated Decernber 22, 1988. In consideration, thp Issuer agreed 1o pay to Rhyolite Rosources Inc. a 4%
net smelter return royaity on any production from the seven Crown granted mineral claims plus 50% of any option payments or
sale proceeds roneived by the Issuer with reepecc to the saven claims provided that tom! paymenie to Rhyolite Resourees Inc.
shall not exceed $85,000.

On September 13, 1989 titie to the seven Crown granted claims was registered in the name of John Bigsett, who had advanced
the purchase funds on behalf of the issuan and who held the claims io trust for the Issuer. On January 16, 1990 John Bissett
transferred title to the claims to the Issuer without compensation other than reimbursement for his cash outlay.

The Quest 1-8 lbcated mineral claims were staked by and on behalf of John Bigsett from August 12, 1989 to August 27, 1989. On
January 9, 1990 Jolm Bissett transferred title to the eight located cleims 10 the Issuer without compensatian other than
reimbursement for his cash outlay. The balance of the claims were staked on behalf of the Issuer during 1992, 1993 and 1994.

Option Agreement

By Agreement dated November 8, 1994 and subsequent assignment agreement dated November 17, 1994 (collectively the “Option
Agreement”) the Issuer granted to Bethlehem Resources Corooration and Goldnev Resources Inc. both of Vancouver, British
Coilumbia {collectively B/G) an option to earn a 50% equity interest in the issuer’'s Cottonbelt property in consideration for B/G
making their existing Goldstream milling facility (at ila current location) available to process Cottonbelt ores, at no capital cost
and at 120% of mill operating costs, provided B/G exercise their option and subject to mill capacity not being occupied by feed
from other properties owned by B/G. When results from the Issuer's exploration work on the Cottonbelt property support a
positive prefeasibility study in a form described in the Option Agreement, prepared by a professional engineer in accordance with
industry standards and genc business prartice and covering iall aspects of mine development inciuding envirenmental and
permitting aspects, and as soon as such positive study is delivered to B/G by the Issuer, the option to earn a 50% interest may
be exercised by either or both of B/G commaacing within 180 days at i1s or their cost, obtaining an independent, bankable
feasibility study in a form described in the Option Agreement, by refunding to the Issuer 50% of all costs incurred by the Issuer
on or in relation to the Cottonbelt property, and by atranging production financing to cover 100% of the depital costs and warking
capital called for in the bankable feasibility study. Upon exercise of the B/G option, a Joint Operation shall be constituted of which
Bethlehem Resources Corporation will be operator and shall be paid project management fees as set out in the Option Agreement.

Concurrent with the signing of the Option Agreement, B/G loanad $250,000 to the Issuer, of which $200,000 is to be applied to
exploration of the Cottonbelt property. The loan is secured by a promissory note and appropriate collatera! filings which will be
satisfied by the conversion of the principal amount into a subscription for 1,000,000 shares of the Issuer at $0.25 per share.
Provided that the Issuer issues publicly traded shares, there will be no interest attached to the promissory note. The Issuer issued
1,000,000 shares to B/G in accordance with the Option Agreement nn June 28, 1995. The Shareholder Offering attached to this
Prospectus will qualify the 1,000,000 shares issued to B/G.

History and Previous Work

Prospecting interest in the Grace Mountain area dates from the early part of the present century. The discovery of sulphide
mineralization in these early years was followed by staking of the Cottonbelt claim, probably the oldest showing of importance,
in 1905.

In 1912 the first recorded assessment work was done on the Cottonbelt lead-zinc-silver layer by Cottonbelt Mines Ltd.. Work
on the nearby McLood Complex copper-lead-zinc showings by independent operators revealed outcrop extending over 1,000 fcot.

By the end of the 1914 season e tuanel along the McLeod showing exhibited nopper, lead and zinc mineralization along its entire
length of 60 feet and the McLeod-Complex mineralized horizon had been intermittently traced over a strike length reported to
be 13,500 feet. A copper showing (subsequently named the Copper King) was also explored.

By 1923 the Minister of Mines Report lodicates that the Cottonbelt horizon, which strikes about N30W, had an average width of
3 or 4 feet but was quite variable being as much as 6 feet at the Bass shaft. Development work on these claims at that time
included a 40 foot shaft on the Bass claim, a shallow shaft on the Victoria claim and a 150 foot tunnel on the Cottonbelt claim.
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Some metallurgical test work carried out at that time indicated that flotation was a suitable method of treatment and that the
silver was mainly associated with the lead.

in the 1925 Minister of Mines Report, FW. Guernsey, a consultant to Cottonbelt Mines Ltd., is quoted as reporting that the
Cottonbelt horizon had been traced on surface for 3 miles and that it had a variable width from 2 inches to 6-1/2 feet. Minerals
of economic significance were principally lead and zinc sulphides. A sample acrogs 6-1/2 feet of the vein is reported to have
assayed 3 oz/toa silver, 12.8% lead, 4.2% zinc, for a value at that time of $11.84 a ton.

Further work in 1926 by Cottonbelt Mines Ltd. included additianat surface wrenching on tie Cottonbelt and Joe claims, and a
diamond drill program. The 3,333 foot drill program consisted of 16 holes located along 6,500 feet of strike length. Fifteen of the
holes are reported to have cut mineralization 4 to 12 feet wide at depths varying from 270 to 370 feet below outcrop.

By 1927 the total underground development on the Cottonbelt Mines preserty consisted of 1,600 feet of drifting, crosscutting and
raising. The No. 2 tunnel at an elevation of 5,560 fest had been driven for 855 feet. The No. 1 tunnel, located 100 feet vertically
above the No. 2 tunnel, had Heen drivan on the mineral zone for 306 feet. Tha No. 3 tfunnel, whioh was 260 foat lower and 1,600
feet to the northwest of the No. 2 tunnel, had been driven for 420 feet. The Bass shaft was a further 1,650 feet to the northwest
and some 560 feet beloas the No. 2 tunnel and had bean sunk to a desth of 50 teet. A fourth tunnel couth of the Bass shaft wae
being driven intercept the mineralized zone below the Bass shaft as was completed for a length of 81 feet in 1927 at which time
it was reported te be abeut 10 feel from the vein intaieeotion.

All of the above work on the Cottonbelt zone had indicated five or six lenses within the main structure and technical personnel
associated with the venture at that time had suggested that the Cottonbelt zone, down to the level of the No. 4 tunnel, might
contain up to one inillien tons of metallic mineralization.

In the period 1B60 to 1973, two Vancouver-based junior regsouroe companies carried sut gesphysinal and geologice! work on
claims north of the Cottonbelt Crown grant including magnetometer and Induced Polarization surveys and detailed geological
mapping. The magnetornoter wotk pickad eut the knoavn mineoalized zones and ihdicatetl the gossible presence of at least three
additional zones as well as significant extensions to the known mineralized structures. This geophysical and geological work was
restricted to relatively small portions of the area which now falis within the Issuer’s claim boundaries.

In 1976 Metaligesellachaft Cenade Ltd. comducted a geologieal study of soms 15 square kms in the Grace Mcontain ares. The
study included detailed geological mapping and structural analysis of the area and an examination of the sulphide-bearing zones.
A magnetometer eurvey over 14.5 kms of grid was alse cempieted as an aid to the peologicel mapping. This program achieved
its general purpose of providing a better understanding of the geological and tectonic controls of the sulfide mineralization.

The 1976 study included detailed stratigraphic studies of the two parallel sulphide zones in the area, now known as the Cottonbelt
and McLeod zenes, and soine sttuctutal extrapolation which icd to the coaclusion that there was a fair chgnoe of the Cottonbelt
being a synformal structure and that a repetition of the Ruddock Creek style of mineralization might occur in association with
this structure. This gevlogical work was followed up in 1977 with 10.26 line kens of Induced Pdiarizetion surveys and in June 1978
by a diamond drilling program supervised by Metailigesellschaft personnel. The program to investigate this structure consisted
of two drill holee from a single ser~up and drilted over 8 total dapth of 527 mutres (1,729 feet). The drill holes failed to penetreie
a mineralized horizon of significance aithough pulse slectro-magnetic measurements in one hole indicated that the iatter
encountered sn edge of 8 condiictive aheet dipping 20° - 30° away from the drill hole. The detailed geplogion! work lod to the
conclusion that both of the known mineralized horizons, Cottonbelt and McLeod, are in fact part of the single folded horizon. The
geophysical surveys appeared to support the geological interpretation that a synformal structure connects the outcrops of the
Cottonbelt and McLeod zones.

In 1985, a geophysical and geological survey was carried out by a Vancouver—based junior company on a claim covering the
Crown grante

In 1987, the issuer commenaced its pregram of claim acquisition which, by the end of 1992 and apparontty for the firet time in
recorded history, brought all the metallic mineral showings under a single ownership.

In August 1991, the igsuer constructed a baseline which runs at a bearing of 332° starting from a precisely-located point adjacent
to a small lake on the commen claim boundary of Quest 7 and Quest 6, throagh tbe ceven Crown granted claims, and onward to
the north claim boundary of Quest 4. Total distance was 7.8 km. The baseline, along with cross lines yet to be constructed, is
intended to give a preciai spatial sontrel for the Issuer’s explorition ertivities. As a cangequence of the magnetic characteristic
of the Cottonbelt mineralized layer, the baseline was cut and surveyed under the guidance of a Canadian Land Surveyor. Metal-
tagged pickets were emplaced every 100 metres for orees line loeatlone and permanent caims were erected every kilometre. An
accurate profile of the underlying topography was drawn for future survey control purposes.

During the period 1989 through 1993 the Issuer carried out additional programs of physical work on the property to generate
assessment credite more then suffictent to maintain the claime In good standiag under the Mineral Tenare Aet. These pregrams
consisted of claim surveying, trail clearing, preliminary access road surveying and line cutting. All of this was in preparation for
planned geological, geophysical and drilling programs.

During the period Jaauary 28 to 36, 1994, an airborne geophyaical survey encompassing 453 line kms wes condueted over the
Cottonbelt property by Dighem, a division of CGG Canada Ltd. of Mississauga, Ontario. The program consisted of electromagnetic,
resistivity, magnetic and very low frequency (VLF) surveys. The totel cost of the anrvey was $38,471.
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in general, the results of the airborne survey show that the responses over the known mineralized exposures are extended, and
sometimes substantially enhanced, at locations covered by overburden along the presumed strike of the massive sulphide
horizon(s).

In addition, the Grace Mountain Syncline appears to be more complicated than the known surface exposures have indicated.
Aligned conductors in the hinge area of the fold in the southern part of the property may represent previously unmapped units
structurally highest in the fold. There ig strong evidance of cross-faulting of the Moent Grace Syncline in a northeast-tvending
transverse zone following the valley of Cotton Creek. Uplift of cross—fauited blocks may help to explain the peculiar northwest
“telescoping” of mits in ppposing limbs of the syncline. Late uplift, if it can be substantiator, will affect sstintates of the depth
to the main fold hinge - a priority drill target on the Cottonbelt property. Transverse disturbances could also lead to thickened
massive sulphide mineralization atong the flanks of the syncline.

Clearly, follow-up geological mapping and prospecting is warranted in the vicinity of Cotton Creek, and in other anomalous areas
brought to light by the airborne survey.

it is recommended that the Dighem survey results be reviewed in detail in conjunction with ail the historical explioration data.
The results of that enalysis may modify but mot substentially change the recommondations for work on the property contained
in this Prospectus.

As at March 31, 1995, the issuer's total expenditures on the Cottonbelt property excluding acquisition costs are $325,981.

Regional Setting

Geologically, the Cottonbelt property lies within the Shuswap Metamorphic Complex - a belt of high—grade and intensely
deformed metamorphic and intrusive rocks in the core of the Columbian Orogen in southsastern B.C.. linsonformably overlying
the gneissic "core complexes”, a herogeneous and very distinctive assemblage of calcsilicate gneiss, pelitic gneiss, quartzite and
marble of late Proterozoic to ppssible Early Cambrian age is hont to neveral iovportant stratabound lead-zinc deposits. The
Cottonbelt deposit is one of these, occupying a position along the northwestern flank of Frenchmans Cap gneiss dome. Further
south, the Jordan River and Big Ledge deposits reside in stratigraphy that is broadly correlative with the Cottonbelt host sequence.

Local Geology

The Phase | Mount Grace Syncline is an early recumbent igeclinical fold treading northwest with axial surface and both limbs
dipping 30-45 degrees to the southwest. The Grace Mountain Syncline has been traced for nearly 30 kms along the north and
west flanks of Frenchmans Cap dome. Within the Cottonbelt property the hinge zone is contained almost entirely within a 600
to 700 metre thick sequence of metasedimentary rocks and is interpreted to have a shallow plunge of 10 ~ 15 degrees to the
southeast. It is well defined by the invertel reperition of distinctive and regionally continuous mecrker horizons of stratiferm
carbonatite and white marble, and by stratigraphic facing directions preserved in basal quartzites of the metasedimentary cover
sequence. As early as 1976, geologists in the employ of Metaligeselisohaft Canada Ltd. argJded convincingly that the
COTTONBELT-BASS and MCLEOD - COMPLEX horizons are a single massive sulphide layer transposed across the Mount Grace
Syncline (see History and Previous Work). Furthermore, the possibility of tectonic thickening of the sulphide—oxide layer by folding
would not be without precedent among neighbouring deposits in the Kootenay Terrane and Selkirk Allochthon (see below).

RUDDOCK CREEK, RIFT and GOLDSTREAM are massive sulphide deposits located respectively 35 kms north, 50 kms northeast and
35 kms east of the COTTONBELT PRQPERTY. At RUDDOCK CREEK the 5 millien 10nne “E~ zone oecupies the core of the Type 3
interference fold. Atthe GOLDSTREAM deposit, stretching along regional Phase 2 lineations has produced a ruler-ghaped orebody
with several high-grade “plumes”. GOLDSTREAM, a 3.1 million tonne "Besshi-type” massive sulphide orebody grading 4% Cu and
3% Zn, originally developed by Noranda Mines, has recently been placed back into production by Bethlehem Resources
Corporation and Goldnev hesaurces Inc. Perallel “rods” or mullion structures at the RIFT occurrence are thought to be protracted
Phase 3 kink folding with subsequent rotation.

Mineral Occurrences

The COTTONBELT - BASS massive sulfide-oxide layer has a thickness which varies from 15 cm to approximately 3 m, with an
average width of 1 - 2 m. It hae been trect.ed with covared intervals on the shuthwest limb of the syncliee continuously for a
distance of 3 km on that portion of the lssuer’s property starting from a plateau on the south end of the Crown granted claims,
northwest along structure o the northwest corner of Quest 1 naar the Bdse shaft, a paint annroxinestely 350 m lower in elevation.
Isolated sampling suggests that from there, the layer continues to the northwest for 1.8 km horizontally and 500 m vertically
downward onto the Issuer's Quest 3 and 4 claims. Furthermore, regiesel mapping by gevernment geologists has strongly
suggested that the structure in which the mineralized layer is known to occur, continues northwest to at least the northern
boundary of the i1sseer's Queet 3 and 4 claims, aed perhaps heyond. To the south of the Crown grants, an inspection of airtborne
magnetometer maps suggests that the lead—-zinc-silver-magnetite mineralized layer may continue to the Southeast for at least
3 km on the Quest 7 and 8 claims.

In 1923, Mr. AW. Davis, Resident Mining Engineer for Kamloops in the British Columbia Bureau of Mines calculated in his published
annual report that the average grade of mineralization in the Cottonbelt workings was 9% lead, 12% zinc and 2 oz/ton of silver.
The Resident Mining Engineer for 1927, Mr. H.G. Nichols, in his annual report estimated that the minera! zone outlined on surface
and in the No. 2 adit, if extended vertically by 560 ft. down to the level of No. 4 adit, could contain approximately 1,000,000 tons.
The combination of these two calculations is relatively similar to an estimate contained in Bulletin 80 from the Geological Survey
Branch of the B.C. Ministry of Energy, Mines and Petroleum Resources, published in 1987, where Trygve Hoy, Ph.D., from historical
sources reported 725,000 tonnes containing 6% leed, 5% zimc and 50 grams silver per tenne: No dimensions were provided.
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Significantly, these potential reserve tonnages are contained within only a small portion of the presently-known lateral and
vertical surface extent of lead-zinc—silver mineralization on the Issuer's claims.

The COMPLEX showing, and its extension to the northwest referred to as the MCLEOD zone, are a repetition on the northeast limb
of the Mount Grace syncline of the COTTONBELT mineralized horizon. The mineralization, in a layer up to 4 m thick, is similar
to the lead-zinc-silver-magnetite assemblage of the COTTONBELT. In contrast to the COTTONBELT which follows a ridge down
the fairly uniform north siope of the mountain, the MCLEOD-COMPLEX shewinps and small wdrkings are. on the precipitous
northeast flank which descends 650 m in a series of vertical cliffs. As a consequence, the extent of sulphide mineralization within
the stratigraphic horizon has not been fully traced bot it may extend gp to 4 km. The COMPLEX showing has boen trased on the
Issuer's property for a distance of 600 m in a southeast direction from the northern boundary of the Quest 1 claim. Northwest
of that boundary, the zone has been exposed intermittently for approximately 800 m. Two samples taken in 1927 from a 20 m-
long adit assayed 34.3g/tonne silver, 0.3% copper, trace lead and 2% zinc from the face and 185.1 g/tonne silver, 2% copper, 12%
lead and 18% zinc from the portal. The most recent surtace sampling at intervats ainop the areosed 730 m tength of the MCLEDD
zone consisted of 21 chip samples across an average width of 1.4 m taken in 1966. The average of the assays was 5.39% lead,
6.51 zinc and 104.6 grems (3.3 0z) of xilver per tenne. It is liksly that the MCLEOD-COMPLEX mineralized horizon cominues
northwest onto the Issuer's Quest 3 claim as well as further southsast on the Quest 1 claim. It is not known if the zone continues
southeasterly under overburdsh and paralilel to a white orystallihe morble layen 10 tb 15 m thick, which is the most distinctive
marker unit for the COTTONBELT layer, and which stands out prominently on the northeast limb for at least 4 km southeast of
Mount Grace.

COPPER KING is a anne of disseminafed chalcopyrite, bornite, sphalorite and pyrite hosted by quartzits in ttie sare aren of the
Mount Grace Syncline. it is the only known local example of mineralization in any horizon other than the COTTONBELT-BASS and
MCLEOD-COMPLEK roeas. The zone paraliels the MCLEOD-COMPLEX {ayer but is strorturally higher (yoonger) and therafore
closer to the fold axis. A 43 m long adit and several opsn cuts constructed in the period 1914 - 1916 expose 300 metres along
strike on the Quast 9 and Quest 10 claims. Three chip samplea were taken from the open cuts in 1966, essh et whith assayed
approximately 4% copper over 1.5 m with some minor silver values. Three channel samples approximately 2 m in length were
cut in 1970 fzem the walle and back af tHe sdit. Tiwo of thea: assayed approximofely 2% copper and 4 gm/tenne silver sad the
third returned values of 3.5% copper and 7 gm/tonne silver. A fourth was cut from rock essentially barren of mineralization and
returned no significant valuse: Threa of the 1970 samples also contaihed minor amounts of gold. A detailed Inspestion of the
B.C. Department of Mines reports from the 1906 - 1820 period reveals that similar copper showings occur on strike with, and on
either side of the COPPER KING zone in sseep, rugged terrain over a potential strike length of at least 2.4 km on tbs eastern limb
of the syncline, and possibly as much as 3.5 km. These showings, with reported comparable to higher copper assays than those
noted above, nead to be rehabiliteted from tliasir current overgrown condition. The potential for any further strike extension of
this copper-bearing horizon is considered excelient, in view of the known extent of the east limb structure on the issuer’s
property. While any repetition of the east limb copper horizon in tiie west limb hae not yet bean detenminpd, copper-hearing float
has been reported in the area of the west limb some 3 km south of the COPPER KING occurrence. Subsurface “outcropping” or
alpine cover may have to date forestalled the identifisation of such repstition.

Recommendations

Massive sulfide—oxide minerstiaetion of the COTTONBELT property is remarkabie for he lateral and vertical onntinuity. Work
shouid begin in the area of underground development in the COTTON-BELT area and progress along both strike directions. In
the recommendations that folidw, a program of diamond drilling along with ground geophysics and geological mapping will
attempt to confirm and possibly extend known mineralized zones in that area. This work is budgeted at $286,150 and will take
about 8ix weeks to complete. Results from this program are expected to serve as the basis for a subsequent stage of work
covering a much greater portion of the property. The following lists the scope and purpose of work involved in the recommended
program:

Grid Preparation: About 65.8 kms of cross linec wlili esteblish horizental contrel over the immediate aron pf interest. A total of
34 lines running off the already established base line between L1800N and L5100N wil! be cut on 100 m spacings. Except for
shorter lines in the northeast area of the grid that will meet rugged ground, they will be 2 km long centered on the baseline. The
grid will cover all of the COTTONBELT sulfide—oxide layer through the Crown granted claims and continue northwest to the Bass
shaft. Additional short linee a1 50 m epacing may be propared where the sulfida-oxide layer is widest.

Geological Mapping: Mapping blong with some chip sempling will provide a basls for correlation betavesn surface geology
and stratigraphy intersected in drill holes. Mapping will cover the immediate COTTONBELT area and move into other areas if the
budget permits. Spdcial atterifion should be paid to ideatifying thickeoed niassive suifide mineralization especially in drea folded
or cross—faulted areas. This extra effort may provide clues to trends or shoots within the mineralized layer that could influence
drill locations for this or later programe. It is important that autcrops and esperially underground workings be located relative
to the surveyed baseline as accurately as possible.

Geophysical Survey: A very low frequency electromagnetic (VLF-EM) survey will be conducted over 35 line kms centered
on the COTTONBELT workings. The field data will be filtered wilh the relatively new Karous-Hjelt technique that generates a
current density pseudosection. Pseudosections of this type could provide a pictorial indication of the depth of various current
concentrations which are caused by subsurfece features such as mineralizatinn, faulia, shear zones or stratigraphic conductors.
Combined with geological mapping and drill core this technique could resolve the character of mineralization at depth.
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Diamond Drilling: This program will emphasize the COTTONBELT zone near the underground workings at Level 1 and
2 in a effort to provide an indication of the continuity of mineralization below the surface. A series of 11 holes on lines 3800N,
3700N and 3800N are proposed totalling 2,100 m. Five holes on L3700N are intended to intersect the mineralized layer at 100 m
dip~intervals, and three holes on each grid line to either side are expected to do the same at 150 m intervals. If thig drilling is
successful it will indicate the presence of mineralization 200 m along strike and 500 m down~dip. It is hoped that the holes on
L3700N will also provide clues to the complexity and geometry of the syncline and especially the location of its fold nose. Routine
logging of all holes by combined electromagnetic, magnetometer and radiometric methods will be performed. The following is
a summary of the drill holes in this recommended program.

Proposed Drill Hol

Drill Hole Length Direction
{metres) (°Az) Dip Grid Coordinates
CBS4-A 85 oB8?° -589 L3700N 94E BL
CB94-B 170 053° -55° L3700N 38W BL
CB94-C 210 058° -55° L3700N 142W Bt
CB94-D 220 053° -550 L3700N 231W BL
CBY4-E 260 053° -559 L3700N 328W BL
CB94-F 125 053° -559 L3600N 36E BL
CB94-G 210 053° -55° L3600N 135W BL
CB94-H 245 053° -55° L3600N 278W BL
CB94- 100 053° -55° L3800N 23E BL
CB94-J 220 053° -55° L3800N 168W BL
CB94-K 285 053° -55° L3800N 316W BL
Total: 2100

Before any thought is given to following up this recommended program, consideration of where to place an access road ought
to be the highest priority. Because locations of mineralized outcrops and underground workings lack proper control, an expanded
program should try to locate them as precisely as possible from the survey baseline. In addition, the underground workings may
provide substantial information if they could be rehabilitated.

Subsequent work should have a much wider scope than this program. The grid ought to be enlarged to cover the majority of the
property followed by mapping, geophysics and soil geochemistry. Mapping near the COPPERKING, in rugged and overgrown areas
along with chip sampling may begin to substantiate the extent of the zone along strike as well as its grade, thickness and
continuity. Extending this work in the MCLEOD-COMPLEX would be prudent. Follow—-on work will involve measuring stratigraphic
sections as well as siting drill stations.

Even more drilling than that proposed here will be needed to adequately assess the COTTONBELT along strike and at depth and
to test both the COPPER KING and MCLEOD-COMPLEX zones. Ultimately, with continued drilling success, deep holes could
penetrate the massive sulfide—oxide layer where it folds around the hinge of the Mount Grace Syncline. Here, potentially
thickened mineralization is considered by the author to be the prime exploration target on the COTTONBELT property.

An understanding of the structural geology of the property is crucial. Samplings for sawing into slabs for fabric measurement
should be gathered. A strain analysis technique where the degree of variation in profile between flattened Class 1C folds and
ideal Class 2 folds may be used as a means of determining the magnitude of compressive strain acting across the axial surface
of folded layer(s) after the initial buckling process. Applied carefully, this could lead to an empirical estimate of the level of
flattening superimposed locally along the Grace Mountain Syncline. With enough fabric measurements of this kind and of
sufficiently high quality, in combination with the measured limb separation of Grace Mountain Syncline on the ground, a statistical
estimate could be made of the depth to the main hinge.

Soil samples assayed with the .C.AP. {Inductively Coupled Argon Plasma) technique may succeed in extending the known
mineralization especiaily if a trace slement signature of the highly manganiferous sulfide-oxide horizon can be distinguished.

Another type of geophysics known as the Slingram method may be considered. It is a deep penetration horizontal loop EM
variation that uses a moving coil conducted in the time domain (TEM), as opposed to the frequency domain. its advantages are
better resolution of narrow conductors, improved depth penetration, and relative insensitivity to topography. For TEM, depth
penetration is a function of the power of the transmitter, not coil spacing. With a standard 600 watt transmitter and a five meter
diameter transmit loop, the system is capable of penetrating to depths in excess of 100 m. If improved definition of a deep target
is required for drilling purposes, & fixed loop can be adopted thereby increasing the effective depth of penetration by a factor of
1.5 to 2 times. This survey could be applied over the COTTONBELT workings and may help to delineate the mineralized horizon
where there are gaps in geological mapping especially in low ground below tree line in the Blais Creek area. The anomalous
magnetic feature straddling Quest 7 and Quest 8 claims is a third place that should receive priority by this method.
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Conclusions

The COTTONBELT Property area covers an assemblage of gneisses, quartzite and marble folded in a tight sycline dipping
southwest 30~45°. Within this assemblage a stratabound mineralized zone containing lead, zinc and silver is exposed on both
limbs of the syncline and is the focus of additional work outlined in the recommendations.

On the southwest limb of the syneline, the COTTONBELT~BASS massive sulfide layer has been traced for 4.8 km along strike and
850 m in elevation. The tenor of grades are estimated at 6% lead, 5% zinc and 50 gm/tone silver. Along the northeast limb, the
MCLEOD-COMPLEX deposits are located in mineralization with 2 km of known strike length. The best recorded assay from the
COMPLEX adit returned 185 gm/tonne silver, 0.3% copper, 12% lead and 18% zinc. Thickness of the sulphides along both limbs
range from 15 cm to 3 m.

Stratigraphy hosting the mineralized layer is known to sxtend through the property. Careful exploration applied in areas of
overburden or in rugged terrain could lead to additional discoveries along strike. Recent geological interpretation leads to the
conclusion that the mineralizad layer on each limb of the syncline is the same feature. This has important implications far the
potential for mineable tonnage at depth, espacially if the sulphides thicken at the nose of the fold.

A separate occurrence, the COPPER KING, lies near the hinge of the syncline and extends on surface for at least 300 m. it consists
of disseminated sulphides in duartzite containing as much as 4.3% copper. This zons is a worthwhile exploration target espacially
if the reported total strike length of 2.4 kms can be confirmed or even extended. Whether it can be expected to appear in the
opposite limb of the syncline is speculative sinne so much of If is obscured by difficult torrain. At the very lsast, it adds another
source of potentially favourable mineralization to this area.

The exploration program recommended in this report is limited principally to the area around the COTTONBELT workings. This
program of geological mapping, geophysics and diamond drilling is intended to support the view that the mineralization is as
continuous at depth as it is along the surface. This work will take into congideration places where mineralization is likely to be
thickened and will develop a structural model of the zone where it nears the hinge of the syncline. If this work can be realized,
it is likely to contribute to the success of this program and may hold the promise of finding economic tonnage in follow-up work.

Cost Estimates

Grid Preparation

65.8 line km @ $250/km $ 16,450
Geological Survey

40 person days @ $350/day $ 14,000
Geophysical survey VLF-EM

35 line-km @$500/km $ 17,500
Diamond drilling

2,100 mBQ @ $72/m $ 151,200
Borehole Geophysics

2,000m @ $10/m $ 20,000
Aspays

400 samples (Cu, Pb, Zn, Ag) @ $20/sample $ 8,000

Support Costs

Camp, accommodation & supplies $ 3,000
Helicopter support 25 hrs @ $800/hr $ 20,000
Management $ 5,000
Consulting, Resort Preparation $ 5,000
Contingency @ 10% $ 26,000
TOTAL $ 286,150

The Issuer expects to commence the exploration program immediately after proceeds from this Offering are received. The
program is expected to be completed by the end of February 1996. The Issuer intends to issue interim reports on the progress
of the work and to disclose promptly any results which might reasonably be expected to affect materially the value of its shares.
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MICROGOLD PROPERTY

The information contained herein regarding the Microgold property (except for the description of ownership and terms of
acquisition, and the description of cumulative exploration expenditure) is derived from a report dated January 1994 and revised
July 12, 1994, and reconfirmed June 5, 1995, prepared for the issuer by Darrel Johnson, B. Sc., P. Geo., consulting geologist. The
report is entitied A REPORT AND PROPOSAL FOR EXPLORATION ON THE MICROGOLD PROPERTY, KAMLOOPS AND NICOLA MINING
DIVISION, BRITISH COLUMBIA”. The report is available for inspection at the head offices of the Issuer during normal business
hours during the course of primary distribution of the securities offered by this Prospectus and for a period of 30 days thereafter.

Summary and Conclusions

The area north of Stump Lake, B.C., now encompassed by the lssuer's Microgold property, has been explored by several companies
and individuals since 1980. This work has developed and enhanced targets displaying potential for gold mineralization which have
not yet been adequately explored.

Diamond drilling carried out by three mining companies, in particular BP Minerals, did not encounter sufficient sub—-surface
alteration zones or structures to account for the large surface area of geochemically anomalous gold values in soils and rocks.
It follows, therefore, that the ultimate source of silicification and goid mineralization, the “feeder” system, remains undiscovered.

Two main areas of gold enrichment, alteration, silicification, brecciation and pyritization, perhaps controlled by cross—faulted
structures, have Heen outlined which require further tasting. The 1.5 km square "Kullagh Lake” zone holte untested potential for
“bonanza” type epithermal gold deposit{s). The 2.2 km long "west” zone displays several features typical of epithermal gold
deposits. The favourable “Nicola” volcanic package which hosts these two zones algso underlies most of the remainder of the
Microgold property. As exploration has concentrated on the two known zones, much of the peripheral area, especially the
northern portion of the property, remaihs underexplored.

Location, Access and Physiography

The Microgold property is located at Stump Lake in southwestern British Columbia, appreximately 40 kilometess northeast of the
town of Merritt and about the same distance south of Kamloops. Paved Provincial Highway 5A cuts through the southern
boundary of ths property. Dirt or gravel roads provide good access to most parts of the property.

The property covers rolling semi-arid grassiaads. Patches of fir, plne and decidnous trees, with sparse undergrowth, occur mainly
in creek beds or gulleys. Terrain rises gently from Stump Lake at 756 metres elevation to 1,189 metres near the northern property
boundary. The property lies in the interior dry belt of the province. Climatic conditions are moderate, with warm, dry summers
and cool winters with light snowfalls. It encompasses numerous small lakes, plug Kullagh Lake which has been dammed. In the
springtime water is also axailable in streams and gullies.

The Claims

The property consists of 9 four-post arid 91 two-post contiguous mineral claims which in aggregate contain 203 units or 5,075
hectares (19.6 8q. miles). The property straddles a Mining Division boundary with 30 of the claims in the Nicola Mining Division
and the remainder in the Kamloops Mining Division. All of the claims are recorded in the name of CanQuest Resource Corporation
and are plotted on B.C. government Mineral Titles Reference Map 921/8W. Latitude is 50°24° North and longitude 120922’ West.

Claim information is listed below.

Claim Name Mining Division Tenure No. Units Expiry Date
Microgold* Nicola 237080 9 Jun 21 1996
Dy Nicola 237068 16 Nov 01 1995
Cin Kamloops 217069 20 Oct 07 1995
Epic 1 Nicola 322516 2 Nov 10 1995
Epic 2 Nicola 322517 9 Nov 10 1995
Epic 3 Nicola 322518 12 Nov 10 - 1995
Epic 4 Nicola 322519 12 Nov 12 1995
Epic 5 Nicola 322520 12 Nov 12 1995
Epic 6 Kamloops 322521 1 Nov 12 1985
Epic 7 Kamloops 322522 1 Nov 12 1995
Epic 8 Kamiloops 322523 1 Nov 12 1995
Epic 9 Kamloops 322524 1 Nov 12 1995
Epic 10 Kamloops 322525 1 Nov 12 1985
Epic 11 Kamioops 322526 1 Nov 12 1995
Epic 12 Kamloops 322527 1 Nov 12 1985
Epic 13 Kamloops 322528 1 Nov 12 1985
Epic 14 Kamloops 322529 1 Nov 11 1995
Epic 15 Kamloops 322530 1 Nov 11 1995
Epic 16 Kamioops 322531 1 Nov 11 1995




Epic 17
Epic 18
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Epic 23
Epic 24
Epic 25
Epic 26
Epic 27
Epic 28
Epic 29
Epic 30
Epic 31
Epic 32
Epic 33
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322532
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Epic 83 Nicola 335141 1 16-Apr 1996
Epic 84 ~ Nicola 335142 1 18-Apr 1996
Epic 85 Nicola 335143 1 18-Apr 1996
Epic 86 Nicola 335144 1 16-Apr 1996
Epic 87 Nicola 335145 1 18-Apr 1996
Epic 88 Nicola 3351486 1 18-Apr 1996
Epic 89 Nicola 335147 1 16-Apr 1996
Epic 90 Nicola 335148 1 18-Apr 1996
Epic 91 Nicola 335149 1 16-Apr 1996
Epic 92 Nicola 335150 1 18-Apr 1996
Epic 93 Nicola 335151 1 18-Apr 1996
Epic 94 Nicola 335152 1 16-Apr 1996
Epic 95 Nicola 335153 1 16-Apr 1996
Epic 96 Kamioops 335137 1 25-Apr 1996
Epic 97 Kamloops 335138 1 25-Apr 1996

* Unless otherwise specified, "Microgold” is used throughout this report to refer to the entire property rather than the specific
mineral claim.

Three separate claims totalling three units located internally within the Microgold property are not presently owned by the Issuer.
A small program of reconnaissance geological mapping was carried out early in June, 1995, which together with Portable
Assessment Credits, generated the minimum assessment credit needed to extend the expiry date of the Microgold claim to June

21, 1996.

Ownership and Terms of Acquisition

The issuer has a 100% interest in the claims comprising the Microgold property.

On May 30, 1988 the issuer entered into a joint venture agreement with Rhyolite Resources Inc., for the exploration and possible
development of the Cin, Dy and Microgold claims comprising part of the Microgold property. The terms of the agreement included
a cash payment to Rhyolite Resources Inc. from the Issuer of $25,000 and the right of the Issuer to earn a 50% interest in the
claims by expending $125,000 on exploration of the claims prior to December 31, 1989, subsequently extended to September 30,
1990. In return for agreeing to finance the Issuer's general activities, Rhyolite Resources and the Issuer agreed to give Mingoid
Resources Inc. of Toronto, Ontario the right to earn a 51% interest in the three claims by funding all exploration and development
costs necessary to bring the claims into production from and after delivery of a feasibility study.

On July 13, 1989 the Issuer agreed to purchase from Rhyolite Resources Inc. 8 100% interest in the claims subject to a 5% net
smelter return royalty in favour of John S. Delatre, the original owner. Congideration was $50,000 in cash, of which $25,000 was
credited from the May 30, 1988 agreement and 100,000 Class “A” voting common shares of the Issuer to be issued subsequent
to the Issuer becoming a reporting issuer in British Columbia and subject to restrictions which may be imposed by the regulatory
authorities. On July 14, 1989 titie to these three claims was registerad in the name of John Bissett, who had advanced the $25,000
on behalf of the Issuer, and who held the claims in trust for the Issuer.

On August 11, 1988, Mingoid Resources Inc. confirmed in writing to the lasuer that by virtue of Mingold not proceeding to finance
the Issuer its rights with respect to the three claims were cancelled.

On January 8, 1990, John Bissett transferred title to these claims to the issuer without compensation other than reimbursement
for his cash outlay. The additional claims making up the Microgold property were staked on behalf of the !ssuer in November 1980
and April 1994,

On June 7, 1994 the Issuer agreed to purchase from John S. Delatre one-half of his 5% net smeiter return royalty on the
Microgold, CIN and DY claims. The purchase price was 100,000 Class "A” voting common shares to be issued according to the
following schedule subsequent to September 15, 1994 when the Issuer became a reporting issuer in British Columbia: 25,000
effective June 7, 1994; 25,000 effective December 7, 1994; 25,000 on June 7, 1995; and 25,000 on December 7, 1995.

In April, 1995, pursuant to approval from the Gold Commissioner of the Kamloops Mining Division, the Issuer abandoned and then
relocated the Epic 39 - Epic 95 (inclusive) claims. At the same time, the Issuer staked the Epic 96 and Epic 97 claims to cover
ground within the property that was previously held by an owner other than the Issuer.
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History and Previous Work

Recorded mineral exploration history in the Stump Lake area dates from the 1800's. Narrow quartz veins at Mineral Hill, southeast
of Stump Lake, were mined primarily between 1916 and 1941. Total production is reported at 70,395 tonnes averaging 3.74 grams
per ton gold, 11.75 grams per ton silver, 0.03% copper, 1.42% lead and 0.24% zinc. A small quantity of scheelilte was recovered
by re-working the tailings during the Second World War.

During the 1960's and 1970’s, sporedic base metal-oriented expleration targeted areas west and northwest of the Microgold
property. Most of this work investigated copper and copper-molybdenum showings along the fault contact between the Nicola
Horst and regional volcanic assembliages. No commercial deposits were found.

On the Microgold property, several ancient, shallow pits attest to some:enrly, unrecsrded sxploration of silicified zones.

The area north of Stump Lake now encompassed by the Microgold has been explored by several companies and individuals during
the 1980s and 1990s. This work has, in general, enhanaed rather than downgraded the apparent mineral patential of the arsa and
has generated an extensive database which should be of great value to ongoing work on the property. This work has covered
approximately 60% of the present claim group and has outlined two rcath zooes of silicificalion and associaterl mineralieetion.
These are the “Kullagh Lake” zone and the “Wast" zone.

The Kullagh Lake Zone

The earliest recorded work in the Kullagh Lake are took place in 1981 when a local prospector commigsioned & limited soil
geochemical survey on what is now the southern half of the Microgold claim. The samples were analycad for capper, zine and
gilver. Results did not warrant recommendation of further work and the claim was allowed to lapse.

Serious gold exploration north of Stump Lake started in 1982 with the identification of gold-bearing epithermal quartz veins and
alteration zones and the staking of the 20 unit Miurogold claim.

In October 1982, Chevron Canada Resources Ltd. optioned the Microgold claim and expanded the property to 45 units by staking
the CIN and DY claims to protect inferred extensions of favourable geology.

Chevron carried out a limited program of geological mapping and geochemical soil sampling followed by four diamond drill holes
totally 666 m (2,186°). Three of these were angle holds drilled to less then 110m. The feurth was drilled vertically to a depth of
410 m. Narrow drill intersections in siliceous veins and brecciated volcanics returned gold values as high as 1,125 parts per billion
but were not pursued:

In 1985 the three claims wore optiened by BP Misaral Canada Ltd.. A orid war eatablished with 78 kilometres of picket lines 100
m apart and 50 m station intervais. BP’s three-month program in the summaer of 1985 consisted of geological mapping of the
three claims, soi! geochemistry ovat mdst of the southern half of the Miorogoid, CIN end DY claims and limited magnetometer
and electro-magnetic surveys over a small portion of the southern half. This work outlined a broad, “X* gshaped, weakly
gossanous, bleached elteration envelape with secondary silicification and wiessercad gold values in rock and soil samplos over
1.5 km square are.

BP followed its surface work with 22 diamond drill holes clustered in two main areas. Seven holes were drilled over a 200 m x
200 m area on the original "discoveny” gilicified knoll. Fourteen holes probed a 600 m x 600 m area at the south end of Kullagh
Lake. BP’s objective was to outline a near-surface gold reserve suitable for open pit extraction, with little focus on vein potential.
Holes averaged slightly less than 100 m each. Some 49% of the drilling was in vertical holes. While appropriate to the bulk
tonnage, open pit objective, vertical holes are less than ideal in the search for steeply dipping vein type mineralization.

Results were presented as averages over entire drill holes lengths. With one exception, all the holes returned highly anomalous
gold values (one hele was drilled in the extreme northwist corner of their property, away frorn the main siliciffed area). The
highest results were in a hole from the group drilled south of Kullagh Lake, and which averaged 221 ppb gold over 120.76 m.

Despite surface evidence of fault structures within the alteration envelope, apparently none of the angle holes were designed
to test for “bonanza” gold mineralization in high-angle structurally controlled veins. This concept remains untested.

BP's work outlined overall alteration/minoralization parterne on the soath contral portion of the proporty and confitmed the
pervasiveness of the alternation and silicification below surface. This work also demonstrated extraordinary widespread gold
enrichment and aecondery silice enrichment over a 1.5 km squere aree.

Having failed to achieve its primary objective, BP dropped its option on the property.

In 1986 the property was optioned by Asamera iInc. which carried out limited indured potential and electro-magnetic work over
a small portion of the southern half of the three claims. Three widely-spaced holes totaily 917.7 m were drilled. These failed
to give Asamera sufficient encouragement to centinue.

Between 1989, when it first acquired the three claims, and 1993, the Issuer, because of budgetary considerations, performed only
limited work programs on the claims. That work successfully confirmed and extended the geophysical and geochemical
anomalies.
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in November 1993, 1994 and 1995 the issuer staked additional claims surrounding the original three claims bringing the total to
100 claims.

Late in January 1994, following recommendations of its consuiting geologist in the Microgold Report dated January 1994, the
Issuer conducted an airborne geophysical survey of the entire property at a cost of $33,443. The helicopter-borne survey invoived
magnetometer and multichanne! electro-magnetic coverage over approximately 381 line kilometers oriented northwesgt with 150m
line spacing. The objective was to (a) highlight previously unrecognized zones of silicification andfor sulphide enrichcnent; (b}
2help trace structures under drift cover; (¢) probe the relationship between the Kullagh Lake and west zones, and (d) refine target
areas for detailed investigation.

Asg at March 31, 1995, the Issuer's cumulative expenditures on the Microgold property, excluding acquisition costs, are $ 197,770.
The West Zone

in July 1982, the Canadian Nickel Company Limited { “Canico”), a division of Inco Ltd, staked two 4-post minaeral claims, Bag 1
& 2, adjacent to the western boundary of the Microgold claim. The Issuer's Epic 3 and Epic 4 claims now cover this area.

Work by Canico in 1983 consisted of prospecting and geological, geochemical and geophysical surveys and outlined two areas
of interest. On the saethwest part of the propsrty intennithent exposures of perailel quartz-chalcedony veins 6 to 10 cm wide
were mapped in and adjacent to a small creek This zone has an exposed width of 5 m and a strike length of 325 m. The highest
analytical resuits were 35 ppb gold, 0.4 ppm silver sad 58 ppm arsenic. iin the cestral pant of the twe elaime a zone of altered
volcanics exhibiting brecciation, fracturing, quartz—carbonate veining, silicification and pyritization over widths up to 200 m was
traced for 2,20(1 m to the northern housdary of the proparty. An arsenio soil anomaly is coincident with the zone. At the north
end where the zone is characterized by narrow quartz veins, rock chip analyses returned values up to 880 ppb gold, 3.7 ppm silver,
429 ppm arsenic, 115 ppm molybdenum and 162 ppm copper.

in June of 1984 Goldbrae Developments Ltd. optioned the Bag 1 & 2 claims frem Canico and conducted detailed grouvad
magnetometer, electro-magnetic and induced potential surveys over the two claims. This work extended to the north into
Goldbrae’s Anderson 4 claim, an area now covered by the Issuer's Epic 5 claim. Data from these programs, when correlated with
Canico’s earlier work delineated several areas within the main north-south zone with coincident alteration and conductive
characteristics. Those areas were desigrieted by Goldbrae’s consultants as high priority diamond drill targets, including one on
the Anderson 4 claim. Further work on the southwest showings, which are characterized by poor exposure and spotty
geochemical results, were considered a lower priority. Neither Goldbrae nor Canico followed up on the recommendations.

In 1987 the Bag 1 & 2, Anderson 4 and ‘ether contiguous Anderaon claims to the west and northwest were optiened by Lectus
Developments Ltd.. A three-hole diamond drilling program totally 616.15 m was carried out in February 1987 to test the southwest
zone geochemical and geophysicat aoemalies outlined in 1983 snd 1984. Drill aores conflrmed the prenence of whet was defined
as a fossil geothermal environment but no gold or silver values were found in the portions tested. Two of the holes encountered
graphite which appeared to correlate with electro-magnetic conductors. Recommendations were made to focus future work on
the 2,200 m long central alteration zone, but no further work was performed.

The Bag 1 & 2 and Anderson 4 claims were forfeited in 1991 and re—staked twice by one individual who performed no work. The
ground was staked by thi: Inaver in November 1993.

Regiona! Geology

The geology of the area aurrounding Nicola Lake, incloding Stump Lake, has baen mapped on a regional scaie several timos since
1896, starting with a classic study by G.M. Dawson of the Geological Survey of Canada (GSC). Mapping at a scale of 1:253440 was
completed by Cockfield (GSC) in 1948 followed by more detailed mapping df selected oreas by the GSC in the 1960s sorl 1970s.
A new regional map sheet was complisd by Monger and McMillan (GSC) in 1984. Geologica! mapping in 1988 and 1989, in
conjunction with the LITHOPROBE multidisciplinary earth science orpject based on seismic surveys, was published by the B.C.
government as Open File 18990-29 "Nicola Lake Region Geology and Mineral Deposits” by J.M. Moore et al.

The area north of Stump Lake is underlain by mafic volcaniclastic rocks of the Late Triassic Nicola Group. These are bordered
on the west by the Triassic Nicola Horst complex, unconformably overiaio on the eaat by Eocene clastic and volcanic rocks of the
Kamioops group, and obscured on the north by Miocene olivine basalts. Small Tertiary intrusions of mainly intermediate
composition have been noted and a small Tertiary sedimentary basin occupies a structural depression at the south end of Kullagh
Lake.

Structurally, the area is dominated by major fauits trending north to northeasterly. The Quilchena-Moore Creek fault system,
which marks the eastern edge of the Nicola Haotst, passes just to the west ef the Microgold property. This 015° tranding systom
can be traced for at least 50 km and has been tentatively dated as Tertiary. To the east, the contact of the Nicola and Kamloops
formations is morked by fito 345° trending Stump Lake fault which cuts stong toe sastern slde of the Microgold claim blogk and
appears to coalesce with the Quilchena-Moore Creek fault 2 few km north of the property. South of Stump Lake, the Stump Lake
fault curves westerly, joining the Quidlchena fault at the northeast end of Mcola Lake. This fault-hounded, 25 km lang elliptioal
block of mainly Nicola Group rocks is cut by numerous northerly and northeasteriy trending faults. The recently expanded
Microgold property sovers naerly 10 km of this block

Some observers have suggesiet that the polymetalhc sulphide assembiages inined at Mineral Hill are mesothermal squivalents
of the epitherma! gold—-bearing quarts veins north of Stump Lake and postulated the presence of a fault structure coincident with
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the lske or a syncline bordering and parallel to the north shore of Stump Lake. Hard evidence to support this hypothesis is not
readily apparent.

Property Geology

The Kullagh Lake (eastern) portion of the Microgold property is underiain mainly by Triagsic “Nicola” Group intermediate to mafic
volcaniclastic rocks. This package consista of augits porphyry, red and green pyroclastics and maronn (hematitic) congicmorates.
The most common rock type on the property is an andesitic flow breccia.

This typical “Nicola” package, with an apparent slight increase in sedimentary component, extends to the West zone area where
argillite, occasionally graphitic, is found interbedded with tuffs.

Mudstone, siltstone, sandstone and muitilithic conglomerate occur in a small, probably structuraily controlled sedimentary basin
at the extreme south end of Kullagh Lake. This unit is thought to be the basal remnant of a more extensive Lower Eocene basin
which covered the area. Minor coal seams reported on the western portion of the property may correlate with this unit.

Basaitic flows and breccias of the Upper Eocene "Kamloops Graap” outorop eest of the Stump Lake fault, near the sastern pronerty
boundary.

Blocky, angular slabs of granitic float can be found on the claims. Various workers have speculated on the presence of a buried
intrusive beneath the Kullagh Lake area which might be tha ultimate haet sonrce driving the gpithermal system. The only known
intrusive body on the Microgold property was mapped in 1985 about 3.5 km southwest of Kullagh Lake.

Alteration

Silification, generally as chalcedony, is widespread, occurring as finely laminated veins or brecciated veins. Chalcedony veins
are extensive and parsiatent. Individual veins, of which flat lying examples are the strongent, can be traged for more than 250
m, with thickness to-r2 m. Exact relationships between flat and vertical veins are unclear, although this is obviously a multi~
episodic system.

Within veins and brencia zanes, minor pyrite is the anly common sulphide.

Fluorite, a common accessory minaral in epithermal eystems, is found bath within veins as fine laminations and along selvages,
in amounts up to 10% of the vein material.

One of the main features of the Kullagh Lake area is a broad “X* shaped, gossanous, bleached alteration envelope, probably
controlled by two main structures. Trending 010° and 080° two fimbs of the "X~ intersact at the south end of the “tongue”
extending southerly from Kullagh Lake. Three BP drill holes, all with estimated secondary silica greater than 10% and the highest
average goid values on the property, are located within the interdection zone. The presences of secondary eilicificatloc in Eocoene
sediments dates at least some of the alteration and mineralization events as late Tertiary.

Structure

As mentioned in the section on Regional Geology, the Microgold property lies within an elliptical, fault bounded block. This type
of extensional environment is a common setting for subsequeat intrusive/extrusive activity end related mineral depoeition.
Ground preparation, especially high angle faulting, is a critical tequirement in the emplacement of epithermal mineralization.
Two dominant directions of high angle faulting are evident on the property, trending northeasterly (045° to 080°) and
northwesterly (330° to 3359), roughly correspoariing to the limbs of the “X” shaped aiteratien pattern. Most explomtion work te
date has been focused on the northwesterly structures with east-west grid lines and mainly east-west oriented drill holes.

Mineralization

Work to date in the Kullagh Lake area, primarily by BP, has highlighted extraordinary widespread gold enrichment, associated with
secondary silicification, over an area approximately 1.5 km square.

Gold mineralizatian in the West area is less weil defined. Although acomaiens gold values are known in some of the expoaed
quartz veins in the 2,200 m long West zone, most of the encouragement in that zone is derived from geochemically anomalous
epithermal indicator eiements sach as arsenic.

Exact mode of occurrence of gald is uncertain. No visible gold has been rocognized on the oroeerty.
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Geochemistry

Epithermal systems are usually marked by a variety of economic and accessory minerals. Previous work on the Microgold
property has show fluorine, arsenic, antimony and mercury to be the commonest and most reliable indicators of and companions
to gold.

Regional stream geochemical data published jointly by the B.C. and Federal governments shows several sample sites with highly
elevated fluorine-in—water values, located from 1 to 3 km north and west of Kullagh Lake. This suggests that epithermal activity,
with possible associated gold mineralization, i8 much more widespread than currently recognized.

The West zone was covered by soil geochemical work by Canico in 1983 and Goldbrae in 1984. The zone is defined by a weak
but consistent arssnic unomaly, more than 2 km long, with yalues gessrally up to 30 parts per million (ppm) and a spot high of
135 ppm. The low level of geochemical response is believed to be due to deep, clay rich, organic soil cover which presents less
than ideal conditions far peochemicar exploration.

On the Kullagh Lake zone, closely spaced soil and lithogeochemical samplings undertaken in 1985 by BP defined a major goid
anomaly extending 1.5 km from the main silicified knoll at the south end of the grid to the west side of Kullagh Lake.

Within the 1.5 km long main gold anomaly are several clusters of sample sites containing 400 to 600 ppb gold. Typical epithermal
indicator minerals, moat naiably argenic and antitnony, partially ooincicte with the elevated gold vaiues.

Glacial or other natural dispersions of rocks and seil are not coneidered to be serious factors in the inierpretation of the size and
shape of the geochemical anomaly: BP describes the soils as reflecting underlying bedrock in a residual fashion; the area
encompassing both the surfare alteration zanes and the gold-in-rock geochemical values is roughly coincident with the area
containing the gold-in-soil values, and the analysis of diamond drill cores from holes drilled within the gold-in-soil anomalies
shows strong correlation between the gold content of the rock and the overlying soil. BP’s soil geochemical work also outlined
several irregular areas of elevated calcium values. This suggests a possible subsurface “caliche” (calcium soil cement) layer,
common in semi-arid parts of the B.C. interior, which could serioosly hamper gaochemioal response.

Limited solid sampling by the Issuer in 1991 attempted, with little success, to trace the main gold anomaly to the nonth of Kullagh
Lake. Lack of geochemical response may be due to a substantial increase in soil depth north of the lake, a possible caliche layer,
or an offsetting fault (suggested by topography), trending NNE througb Kullagh Lake.

Geophysics

Airborne magnetic coverage of the Stump Lake area was published by the Geological Survey of Canada in 1968 at a scale of 1
mile to the inch (1:63360). The northeast half of the Microgold property shows magnetic response elevated approximately 200
gammas over regional background. A second, egg shaped, anomaly near the eastern proporty boundsty may represent a buried
intrusive emplaced along the Stump Lake fault zone.

Magnetic, Very Low Frequency Electro-Magnetic (VLF-EM), Pulse Electro-Magnetic and Induced Polarization surveys by Goldbrae
have outlined the West zone over a strike length of 2,200 m. Both pulse and Very Low Frequency Electro—Magnetic show a series
of subparallel northerly trending conductors. These coincide well with zones of high (700 chm-metres) resistivity potentially
representing silicification.

On the Kullagh Lake zone, magnetic, electro—magnetic and Induced Polarization work conducted by Chevron, BP, Asamera and
the Issuer has covered an area 1.5 km x 2 km extending approximately from Hwy 5A to Kullagh Lake. The most notable feature
of this work is a 1 km long, northerly trending zone of +500 ohm-metres resistivity, with highs to 1,500 ohm-metres, extending
southerly from Kullagh Lake. This coincides well with mapped silicification and partially with strong gold soil and
lithogeochemical anomaties. The use of resistivity to osatline sHicification shoold be continaed!

Between January 19 and 30, 1994, Dighem a division of CGG Canada Ltd., conducted 381 km of helicopter-borne geophysical
surveying for the Issuer, combining magnetémeter, very low frequency electromagnetic, multichanne! electomagnetic and
resistivity coverage. Flight lines were oriented at 104°, at 150 m spacing, to hest enplare the two reaognized main structurat
trends (060° & 335°).

In general, the results of the resistivity survey appear to confirm and possibly enlarge the known zones of gold bearing
silicification on the property. The results of the magnetic survey appear to outline some faults crosscutting the regional, north—
trending fauit systems. These potential cross fauits may explain the apparent offset of the two main zones of gilicification (the
Kullagh Lake Zone and the West Zone). The possible presonoe of these faults reinforees the recommendatian that ground
geophysics be conducted in the area between the two main zones. Resistivity results also suggest the presence of previously-
unknown zones of silicification under a cover in the northweat part of the property.

The Issuer intends to submit the Dighem survey results to detailed analysis in conjunction with all the historica! exploration data.
It is not expected that results of this detailed analysis will significantly alter recommendations for Phase | work.

Work arising from Phase |l recommendations, which are not contingent upon the results of Phase |, may be guided by further study
of the airborne results.
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Cost of this airborne geophysical survey including field supervision and travel, geological consulting fees, base maps and
miscellaneous supplies totailed $33,443.43. This expense was filed for assessment purposes with the B.C. Ministry of Energy,
Mines and Petroleum Resources.

Exploration Potential

The Microgold property displays esvera| areas of exploration potential. The prime targal is strunturally hosted “benanza” type
epithermal goid mineralization. The immediately apparent areas of potential are:

South of Kullagh Lake... an area of very high resistivity belisved indicative
of silicification extends southerly frant the south end'ef Kullagh Lake to the
main silicification knoll.

Waest Zone...in spite of several generations of exploration, the main 2,200
m long gasnanooa silicified zone has not been drilled.

The potential for mineralization in the 1.8 km long east-west area between the Kullagh Lake and West zones is unknown, but
demands investigation.

The northern half of the Microgold property covers approximately 4 km of the favourable extensional terrain. This area has not
been covered by modern geological, geochemical or geophysical werk and represents an area of untested peatsntial.

Recommended Work Program

A $447,000 work program is recommended for the Microgold, with two roain sompoaents:

The two known minerslized zones, in particular the Kullagh Lake zone, require extensive testing for “bonanza” type ralneralization
in high angle structures. This work must concentrate on locating ore shoots within the known areas of silicification, by extensive
closely spaced diamond drilling probing the main structures deeper than previous “surface minable” orientad weck. Drilling should
be complemented by fluid inclusion and trace slement studies.

The remainder of the property, with emphasis on the area between the Kullagh Lake and West zones, should be covered by an
integrated geological, geophysical and geochemical program.

The existing grid should be rehabilitated and expanded. The Kullagh Lake and West zones, which have never been worked as one
integrated property, should be tied together. This will require approximately 5 km of baseline. Traditional picketed grid lines on
the Microgold are short-lived, mainly due to dislocation by cattle. The new baseline should use semi—permanent stesl or plastic
stations. Two new grids totalling 80 km, tentatively located north and southwest of the Kullagh Lake zone, should be established.

Grids should be covered by soil and rock geochemical sampling and VLF-Em and magnetometer surveys, with selected areas
tested by Induced Polarizetion.

Geological mapping, prospecting and lithogeochemical sampling, tied to the new grids, is essential.
Cost Estimates
PHASE |

Kullagh Lake and West Zones

PHASE |
Kuliagh Lake and West Zones
Geological Mppping/Proepecting $ 5,000
Diamond Drilling 11,000ft. @ $17/f. (3,340m @ $56/m) $187,000

Supervision, etc. 14,000

Assays, etc. 7,500

Petrographics 3,500 212,000
Contingsncy 25,000

Supporting Coets
Motel, meals, vehicle, fuel, etc. 8,000

Miscelianeous
Telephone, courier, freight, etc. 2,000

Report Preparation, drafting, etc. 7,000 18,000
TOTAL PHASE | $ 260,000
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PHASE Il
Remainder of Property

Grid Establishment

Baseline ~ 5 km @ $400/km $ 2,000
Grid Lines ~ 60 km @ $200/km 12,000
Geological Mapping 8,000
Geochemical Sampling
Collection ~ 1,200 @ $5 each 6,000
Analysis - 1,200 @ $15 each 18,000
Lithogeochemical Analysis - 200 @ $25 each 5,000
Geophysical Surveying
Magnetometer, VHF-EM - 80 km @ $200/km 12,000
Induced Polarization — 30 km @ $800/km 24,000 87,000

Targets resulting from work on remainder of property:

Diamond Drilling 4,000ft. ® $17/ft. {1,214m @ $56/m) 68,000

Supervision, etc. 6,000

Assays, etc. 3,000 77,000
Contingency ) 12,000

Support Costs
Motel, meals, vehicle, fuel, etc. 6,000

Miscellaneous

Telephone, courier, freight, etc. 1,000
Report Preparation, drafting, etc. 4000 $ 11,000
TOTAL PHASE i $ 187,000
GRAND TOTAL $ 447,000

The Issuer expects to initiate Phase | of the exploration program at a cost of $17,100 immediately after the proceeds from this
Offering are received. The initial work is expected to be completed by the end of February, 1996. The lssuer intends to issue
interim reports on the progress of the work and to disclose promptly any resuits which might reasonably be expected to affect
materially the values of its shares. Plans for the funding of the balance of the recommended program have not been formulated
as at the date of this Prospectus; however the $17,100 to be expended will generate sufficient assessment credits to extend the
expiry dates of all the present claims until at least April 19, 1996.

MAGNOLIA PROPERTY

The information contained herein regarding the Magnolia property (except for the description of ownership and terms of
acquisition, and the description of cumulative exploration expenditures) is derived from a report dated February 8, 1994, and
revised August 12, 1994, and reconfirmed May 25, 1995, prepared for the Issuer by Paul Reynolds, B.Sc., P.Geo. consulting
geologist. The report is entitled "GEOLOGICAL REPORT AND RECOMMENDATIONS ON THE MAGNOLIA PROPERTY, NANAIMO
MINING DIVISION, BRITISH COLUMBIA". The report is available for inspection at the head offices of the Issuer during normal
business hours during the course of primary distribution of the securities offered by this Prospectus and for a period of 30 days
thereafter.
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Location, Size and Means of Access

The Magnolia property is located on Texada isiand, B.C., one km north of the Town of Gillies Bay. This largest island in the Strait
of Georgia lies 110 km west-northwest of Vancouver and is accessible from Vancouver by car and ferry combinations either
directly via Powell River on the mainiand or circuitously through the Town of Comox on Vancouver island. Air service on request
is available on certain scheduled flights from Vancouver to Powsll River.

The property is centered at 49° 42°30” north latitude (UTM 5507050 N) 124° 29°30" west longitude (UTM 392500 E) on N.T.S.
mapsheets 092F/09W and 092F/10E. Road access to and within the property is good. The gravel Central Road and the paved
Gillies Bay - Vananda highway cross the northeastern and western boundaries respectively. Interior travel is aided by old logging
roads traversable by 4-wheel drive vehteies and other trails suitable for foot access only.

The topographic relief an the property ranges from 80 m above sea levol on the gouthwest to approximately 250 m on the east
boundary which is on the southwest flank of Mount Pocahontas. The forest cover is mostly second or third growth Douglas fir,
arbutus and jackpine on the fairly sparse ridges and cedar, spruee, hemiock, balsam and poplarin the lower slevations.

The island is within the "Sunshine Coast” area of British Columbia and fearures mild winters and moderate! dry semmers.
Consequently, all aspects of surface exploration may be carried out year round.

Claim Status

The Magnolia property is comprised of 3 four—-post claims and 40.two-post claims containing 77 units. The contiguous claims
form a group which is approximately 3.5 kms by 4.5 kms with an area of 1.925 hectares (7.4 sq. miles).

Name Tenure Units Expiry
Tucson 1 230207 5 Nov 25 1995
Tucson 2 230208 20 Nov 25 1995
Comet 1 317217 1 Apr 29 1996
Comet 2 317218 1 Apr 29 1996
Comet 3 317219 1 Apr 29 1996
Comet 4 317220 1 Apr 29 1996
Comet § 317221 1 Apr 29 1996
Mag 1 317407 1 May 12 1996
Mag 2 317408 1 May 12 1996
Mag 3 317409 1 May 12 1996
Mag 4 317410 1 May 12 1996
Mag 5 317411 1 May 12 1996
Mag 6 317412 1 May 12 1996
Mag 7 322654 1 Nov 20 1995
Mag 8 322655 1 Nov 20 1995
Mag 9 322656 1 Nov 20 1995
Mag 10 322657 1 Nov 20 1995
Mag 11 322975 1 Dec 13 1995
Mag 12 322976 1 Dec 13 1895
Mag 13 322977 1 Dec 13 1985
Mag 14 322978 1 Dec 13 1995
Mag 15 322979 1 Dec 13 1995
Mag 16 322980 1 Dec 13 1995
Mag 17 322981 1 Dec 13 1995
Mag 18 322982 1 Dec 13 1995
Scot 4 231249 12 Oct 30 1995
Scot 5 320112 1 Aug 16 199%
Scot 6 320113 1 Aug 16 1995
Scot 7 322632 1 Nov 21 1995
Scot 8 322633 1 Nov 21 1995
Scot 9 322634 1 Nov 21 1995
Scot 10 322635 1 Nov 21 1995
Scot 11 322636 1 Nov 21 1995
Scot 12 322637 1 Nov 21 1995
Scot 13 322638 1 Nov 21 1995
Scot 14 322984 1 Dec 13 19S5
Scot 15 322985 1 Dec 13 1995
Scot 16 322986 1 Dec 13 1995
Cranby 2 322983 1 Dec 13 1995
Cranby Fr. 322987 1 Dec 14 1995
Mag 19 323322 1 Jan 17 1996
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Mag 20 323323 1 Jan 17 1996
Chase Fr. 323324 1 Jan 17 1996

Except for some reverted Crown granted claims whose exact positions within the property boundaries are no longer determinable,
none of the located claims have been surveyed. The Crown grants in all cases have been overstaked in total or in part by the
Issuer to ensure that no gaps exist in the assemblage. Claim locations are determined by reference to government mineral tenure
maps for the Nanaimo Mining Division, NTS 092F/0SW and 092F/10E. The above expiry dates have been derived from the same
mineral tenure records.

The property boundaries contain two small groups of claims not owned by the Issuer. The are: (a) reverted Crown grants Copper
Cave {230202), Stobie Fraction (230230), both owned by James E. Newman and located in the north central part of the property;
and (b) two-post claims Bolt 1 (229848), Bolt 2 (229848) owned by Damir Cukor and X-ray reverted Crown grant (229535) owned
by Kenneth Misner. These last threo nantinoaus claims sre located within the Issuer's Tucson 2 claim in the south central part
of the property.

Ownership and Terms of Acquisition

The Issuer has a 100% interest in the claims comprising the Magnolia property.

By agreement dated May 18, 1988 and amending agreements dated April 28, 1990 and February 27, 1992 between the issuer and
Darrel M. White and April Julia White of RR. #1, Box 42, Black Point Road, Powell River, British Columbia, V8A 4Z2, the Issuer
purchased the Tucson 1, Tucson 2, Magnolia 1 and Magnolia 2 claims in consideration for $15,000 in cash and 100,000 Class "A”
common voting shares of the Issuer to be issued as to 25,000 shares on September 15, 1994, which is the date the Issuer became
a reporting issuer in British Columbia and 25,000 shares on each the days that falls 6 months, 12 months and 18 months after the
first issue. These claims are also currently subject to annual royalty paymenis of 4% of nat smelter returns or $10,000, whichever
is the greater, payable to Darrel M. White and April Julia White annually on June 1, until a total of $500,000 in aggregate royalties
payments and payments in lieu of royalties shall have besn paid. Title:to the Tucson 1 and Tucson 2 slaims was transferred to
John Bissett, who had advanced part of the purchase funds, on October 12, 1983. John Bissett heid these claims in trust for the
Issuer. Title to the Magnolia 1 and Magnolia 2 claims was transferrné to the Issuer by Darrel White on February 6, 1990, on which
day John Bissett also transferred title to the Tucson 1 and Tucson 2 claims to the Issuer without compensation other than
reimbursement for his oash outlay.

By agreement riated January 12, 1994 and amended June 23, 1994 between the Issuer and Bethlehem Resources Corporation of
420 - 355 Burrard Street, Vancouver, B.C., V6C 2G8, the Issuer purchased the Comet 1-5 mineral claims in consideration for 50,000
Class "A” shares of the Issuer. Title to the claims remains with Bethleshem Resources Corporation until receipt of the shares which
were to be issued after September 15, 1994 when the Issuer became a reporting issuer in British Columbia, and according to the
following schedule: 12,500 effective January 12, 1994, 12,500 effective July 12, 1994, 12,500 on January 12, 1995 and 12,500 on
July 12, 1995. Bethlehem Resources Corporation retained an interest equal to 5% of any net profits from the claims. In addition,
the previous owner of the claims, Campbell Resources Inc., of Suite 2701, One First Canadian Place, Toronto, Ontario, M5X 1ES5,
is entitied to a royalty of 1.25% of the net smelter returns from any production from the claims. The royalty is effective after
return of all capital expenditures required to bring the claims into production or aftar four years of comrnarcial production,
whichever is first, and it converts into a 10% net profits interest when royalty payments total 10% of the capital expenditures.

The remaining claims were staked on behalf of the Issuer during 1990, 1992, 1993 and 1994.

Regional Geology

The geology of Texada Island has been reported on by several people since magnetite was first discovered in 1873. G.M. Dawson,
of the Geological Survey of Canada, examined the shorsline geology in 1887. A comprehensive report nn Texada island geology
was made in 1914 by R.G. McConnell of the Geological Survey of Canada. That report mainly concentrated on the iron occurrences
adjacent to the northwestern shore of the Island. More recent work was done on.the skarn mineralization by J.E. Muller of the
Geological Survey of Canada who mapped the whole Island on a reconnaissance basis in 1968. Webster and Ray of the B.C.
Ministry of Energy, Mines and Petroleum Resources produced a geological map of the northern third of the Island basod on
reconnaissance mapping during July and August 1989 and information provided by local prospectors, geologists and quarry
managers.

Texada isiand is located along the eastern margin of both the Insular tectono-stratigraphic belt and the Wrangellia Terrane of
the Canadian Cordillera. The oldest rocks mapped on the Island are calc-alkaline volcaniclastics of the Paleozoic Sicker Group
exposed on the southeastern tip of the island. These are unconformably overlain to the north by pillowed to. massive basaltic
flows and volcaniclastics of the Middle to Upper Triassic Karmutsen Formation. Near the top of the formation the fiows contain
thin interbeds of fossilliferous limestone. The Karmutsen is conformably overiain by limestones of the Upper Triassic Quatsino
Formation whose exposures vary in thickness from marginal east and south of the exhaustéd iron mines to more than 500 m at
the northern tip of the Island. Cretaceous sediments of the Nanaimo Group crop out around Giltias Bay and may extend a short
distance northward under alluvium.
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Various stocks and minor intrusions, ranging in composition from gabbro through the more common diorite to quartz monzonite
intrude the volcanics and limestones. These have been radiometrically dated as Middle to Upper Jurassic, and may correlate with
the Coast Plutonic Complex on the mainland or the island intrusions on Vancouver Island. The more mafic stocks, which tend
to be concentrated along the northwest trending Marble Bay Fault, are associated with copper—gold skarn mineralization around
Vananda and the northeastern tip of the Island. The Gillies Bay felsic stock is associated with several magnetite-rich skarn
deposits. Other stocks and minor intrusives reportedly have skarn development but apparently have not been examined in great
detail.

The limestone and voicanics have been deformed into a series of broad, northwest trending open folds that plunge gently to
moderately northwards. Three sub-parallel, northwesterly lineaments ere tie 12es: striking structural featuresiof the north end
of the Island. The most persistent and visually striking one, the Marble Bay fault, appears to traverse the entire length of the
Island, albeit with some offsats. The other two, the Holly and Idasl faults are substantially thoffer. All of them appear to have
controlled the emplacement of the Jurassic intrusives and their associated skarn mineralization. The area between these faults
has undergone substantlal brittle obformation sxpressed by numerous low-aagle splay teults aed right-eogle faults and ghoar
zones either mapped or inferred from airborne geophysical surveys and aerial photographs.

Regional Economic Setting

Texada island has a long history of mining and exploration for gold, copper and iron ore that began with the discovery of
magnetite in 1873.

Gold, copper and silver were produced during intermittent production mainly from three mines during the period 1896 to 1952.
The Marble Bay, Little Billie and Cornell mines, located at Vanada 5 kms northwest of the Magnolia property, produced a total of
303,608 tonnes of pre with an aterage grade of 7.83 grams/tdne geld, 52.74 grams/tonna gilver ami 2.9% copper. These threo
deposits were in skarn mineralization at contacts between the Quatsino limestone and diorite intrusions. Other deposits which
produced small asmouots of ers during tbhb same period ware either in sinrilar skarn environinente or in quartz—flooded bseccia
zones along faults cutting the interbedded volcanics and limestones of the Karmutsen formation. Itis believed that northwesterly
trending faults, as well as low—-aongle splays from these faults, are asnociatad with the emplacemaat ot the diorite intrusions and,
locally, skarn mineralization.

Iron ore was mined from a discontinuous line of magnetite—copper lenses, approximately 2 km in length, situated immediately
northwest of the Town ef Gillles Bay. Magmastite-copper skarn minerelization is develoobd alerg either the Quatsino-Karmumen
contact, near the margin of the Gillies stock or along the instrusive-Quatsino contact. Alternatively, skarn mineralization may form
in the limestone and votaenic recks some:distance from the steck where the,skarn—fonming fluids were controlled by nesr-veftical
brittle fractures. Between 1885 and 1976, Texada Iron Mines Ltd., produced from four open pits and subsequent underground
workings 20,800,900 tonnes of ore which yielded 10,000,000 tonnes ot iron concentrate, 887,560 graoms of gold, 23,644,310 grarns
of silver and 26,740,300 kilograms of copper.

Numerous small magnetite ienses associated with limestone beds within the Karmutsen Formation occur near the east coast of
the Island from the northern tip to Mount Pocahontas. Most of them contain considerable amounts of copper and at least one
of them, the Yew showing which was discovered in 1985, contains free gold in unevenly distributed amounts. None of them has
produced on a commercial basis. The Capsheaf and Southcap showings, within the central part of the Issuer’s claims, fall under
this category. Similarly, a number of small quartz veins and silicified shear zones containing free goid have been discovered on
the northern part of the Island. The goid values in theos showings were highly varigble and proved to be unaconomic. The Holly
showing, approximately four kms northwest of the Magnolia property, exhibited spectacular near-surface free gold in silicified
Karmutsen volcantics within the Holly Fauit but subsequent trenching could provide no evidence of economic continuity.

The iron and copper-gold skarns are believed to be coeval, are structurally and stratigraphically controlled, and are related to
a varied suite of continental margin intrugsions that formed part of the early to middie Jurassic Bonanza magmatic arc. The
massive, imperrasable nature of the Quatsino limestonn on Tesada island is dotrimsntal to skarn farmathon and may hase
prevented the formation of wide exoskarn halos. The presence of extensive bleaching in limestones is thought to indicate skarn
alternation at depth. The Quatsino Formation is being reined frem open pits on the northern and northeestern end of the islatin.
The limestone is crushed, screened and barged to Vancouver and Portland, Oregon for use in a variety of pharmaceutical and
industrial uses.

Exploration History

Numerous pits, trenches, adits and at least one shaft on the Magnolia property attest to previous, mostly unrecorded exploration
of the property. The Capitheaf showing, within the Scof 5 claim in the centre of the property, occurs within a skarn leos within
a gently west-southwest dipping limestone interiayer of the Karmutsen Formation at a diorite intrusive contact. A shaft was sunk,
before 1914, tb a depth of 27 m (90 feet) and some drifting donn. in 1975, Lungbar Minerals Ltd. conduated a magnethmater and
electro-—magnetic survey in conjunction with geological mapping on and around the Capsheaf. Three short diamond drill holes
were completed to the south of the Capsheaf shaft. Assay resulte from drill core included one 1.5 m (5 foot) section containing
6.17 grams/tonne (0.18 oz/ton) gold, 54.17 grams/tonne (1.58 oz/ton) silver, 5.52% copper and 26.8% iron. Several sections
returned 0.5 to 1% copper with negligible gold. Four magnetic anomalies were noted to be worthy of follow-up work.
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R nai ce le geologic mapping, prospecting and soil/rock geochemical surveys were conducted during 1984 and 1985
on what are now the Comet 1-5 claims by Packard Resources Ltd.. A magnetic and EM survey was run over the Bolt 1 & 2 claims
by its owner in 1988. Also in 1988, BP Minerals Canada Limited conducted a large-scale soil sampling and geological mapping
program on a large block of claims adjoining the north and east of the Magnolia property. Some of the ground surveyed was
absorbed by the Magnolia claims in late 1993 and January 1994 and a number of anomalous gold values require investigation.

An airborne geophysical sarvey was conducted for the Issuer in August 1988. Aerodat Lid. flew 175 line kms over wiiat ia cow
the claim group except for the ground covered by the Mag 13-20 claims in the northwest corner of the property. The survey, with
lines oriented at 045° and spaonod 125 m apart, included a four fraquency electro-magnetic system, a cekium magnetcoietar and
a dusal frequency electro-magnetic system. This survey delineated most of the prominent structural features (vertical gradient
magnetics) and postulated seweral possible badrock conducters.

In November 1990, raconnaissance saele programa of geologic mappiog, otospecting aod soil sampling were eonductad by thm
Issuer in an area south of the tear shaped swamp in the sast centre of the Tucson 2 claim and in an area of the Tucson 1 claim
near the Central Rosd-Posahontas Bay Road interssctien, inclading psrt of the Camet 4 olaim. The purpnse was to explore on
the ground some areas of intergsecting, conductive structures indicated by the airborne geophysical survey. Soil sampling returned
some single point anomalous gold values. The prospecting south of the swamp requires follow-up where some potentially
significant quartz—flooded shear zones were discovered. On Texada, such quartz-flooded shear zones are commonly asgsociated
with gold mineraiizotion.

In April 1991, reconnaissance scalo gronnd magnbtic and electromagnetic sarveys were carried out by the Issoer couth of the
above-mentioned swamp and in the southwest of the property near the airport. The geophysical features detected corresponded
generally with the anemalies indicated by the airborne survay. One additianal north-northwest trendirlg condaotor was looatad.

in February 1992, further soil sampling and geophysical surveys together with limited geological mapping were copducted by the
Issuer over biazed and flagged grid lines on selected areas of what was then the northern part of the property and limited by the
northern boundary of thie Saot 4 clasim. The anelysis of 671 recomteiesanoce spaced soil samples reterned 55 results with
anomalous concentrations of precious and/or base metals which served to delineate two gold-in—soil anomalies on the northeast
quarter of the Scot 4 claim whose gold values ranged from 35 parts per billion (ppb) to 275 ppb and 20 ppb to 420 ppb
respectively. These two anomalous areas, each of which presently measure roughly 100 m x 200 m, are "open” to the north and
south thus require further eoil sampiing. Four short ecaductors were detecied by the electro—-magnetic survey proximate to thcoe
two gold anomalies. The geophysical survey over the north central area detected ten northwest trending conductors which more
or less coincided with airberne survey recuitai On the west side of the property, covsted myw by the Mag 3-6 claims, a moderately
strong magnetic anomaly was detected in an area of extensive overburden. A model of the anomaly’s source, by the consulting
geophysicist, suggests a sballow lying rrassive magnetic body abont 20 m thick and 60 m wide. The loeation is 1.4 km oast at
the Leroy magnetite—copper open pit and close to the inferred easterly projection of the contact between the Gillies Bay diorite
stock and tha Karmutson fotmation.

During the peciod Jamiary 14 to 22, 1994, a 1,500 m iong bpeeline wes cut in order to tie in the eastern ands of the praviously
established grid and to establish survey control for geologica! mapping in the Capsheaf area and the area to the south. The line
was picketed, tight chained and marked at 50 m stations. At the same tima, portions of the preperty wers mapped at n scale of
1:10,000. The purpose of the geological mapping was to determine the cause of the various geophysical signatures and to
relocate the sample several old showings: Additionally, it was hoped that an explanation of some of the soil anomalies would
be gained by mapping. A total of 16 rock samples were collected and sent to Acme Analytical Laboratories in Vancouver, B.C. for
analysis.

As at March 31, 1995, the Issuer's cumulative expanditures on the Magnolia proparty excliorng acquisition and royalty costs are
$225,472.

Property Geology and Mineralization

The property is underlain, for the most part, by basaltic fiows and volcaniclastics of the Middle and Upper Triassic Karmutsen
Formation. The basait grades from massive feldsparphyric with individual laths of feldspar to three millimetres in size. The basalt
almost always contains disseminated, fine grained magnaetite.

Amygdaloidal basalt is located around Case Lake in the northwest corner of the claims. Amygdules are commonly filled with
secondary epidote. Immediately north of Cgse Lake mafic veicanic tuff and breccia is axposed. At the Capriteef and Soirtheap
showings dark gray, massive limestone hosts magnetite-garnet-suiphide skarn zones. The limestone strikes approximately 350°
and dips 20° to tha sopthweat. This limsotone unit occurs as interbeds within the top of the Karmutsen Forrhation and, as euch,
suggests that the basait flows have a gentle attitude.

On the highway, immediately west of Case Lake, light to dark gray, poorly bedded recrystallized limestone of the Upper Triassic
Quatsino Formation is expused. Relist bedding is observed etriking 350°.

Only one small exposare af diorite was sean on the north end of Cranby Lake. In this atea several outcrops of moderatety to
strongly altered basalt are truncated to the east by a fault. This basalit outcrop is the only relief in an otherwise flat area and may
be the exprescion ot an underlying stock

There are two stylas of mireralization praaent on the property: (a) pyritized, easbonate-silica altered sheaced tanaits aed (o}
magnetite—garnet—suiphide skarn zones within limestone interlayers of the Karmutsen. The carbonate-silica altered basalts tend
to have low guade copper minaraiization ahd anomaious golc valuec. Leaad, zino and silvor mineralization may alan be preaont.
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Two zones of magnetite—garnet-sulphide skarn are present on the property - Capshear and Southcap. Both skarn zones have
developed within an interlayer of limestone surrounded by basalt at or near the contact of diorite intrusive. These skarn zones
appear to form proximal to the intersection of northwest trending and northeast trending faults which most likely serve as a
conduit for the mineralizing solutions.

At the Capsheaf showing, magnetite—garnet—epidote skarn is exposed in a trench and one outcrop. It is assumed that this same
unit is exposed in the shaft but, at presont, the shaft is full of water so this cannot be confirmad. The skarh zone treads north-
northwest and most likely dips southwest. Within the trench, a one m wide zone of massive magnetite-pyrrhotie-pyrite-
chalcopyrite-bornite-malachite occurs on the footwall of the magnetite-garnet-epidote skarn. A thtal of nine grab samples were
taken from this area. Five samples were taken from the trench and one was taken from an outcrop of magnetite—garnet-epidote
skarn located approxineately five m north of the trench. Three picked samplee wese taken from the mineralized dump material.
Gold values ranged from 66 ppb to 5,260 ppb and copper values ranged from 3,244 ppm to 18,942 ppm. Fire assay checks of the
geochemical analesis gave a range eof 0.053 to 0.139 oz/tenne for gold and 1.714% to 2.135% for copper.

At the Southcap showing, garnet skarn with or without sulphides occurs along the contact of carbonate altered basalt and
recrystallized limestone within an approximately 20 m long open cut. Massive magnetite—-pyrrhotite-pyrite—chalcopyrite occurs
within a highly sheared area on the north end of the trench. Five grab samples were collected from this showing. One sample
was taken from the dump and four were collected from the open cut. Gold values ranged from 980 ppb to 8,620 ppb and copper
values ranged from 4,715 to 73,320 pom. Fire aszay checks of the geochemica! analysis gave a range of 0.028 to 0.258 oz/tonne
for gold and 1.085% to 7.976% for copper.

Conclusion and Recommendations

There are two known gold and copper bearing skarn zones on the Magnolia property, namely Capsheaf and Southcap zones.
These zones appppr to be intimately associeted with intersecting northwest and nertheast trending fault zones. Two magnatic
features located during the 1975 geophysical survey, suggest thers may be more magnetite bodies within this immediate area.
Furthermore, this area is bizsested by several nnrthwest and nartheast trending airphoto linears, thooght to ranresaot faults.

An outcrop of basalt with disseminated inagnetite was located on the north shore of Cranby Lake and is thought to be the cauan
of an airborne magnetic anomaly. Diorite was noted along the faulted east boundary of the outcrop and it is possible that a
tongue of Gillies Bay diorite extends undel the north end of Cranby Lake. A strong magnetic anomaly was noted in 1992
approximately 200 m west of this outcrop and a north-northwest trending electro-magnetic conductor was located proximate
to it by ground geophysical crews. A source for this conductor was not located as the area is covered with overburden. To the
south, a small northwest trending pyritized shear was noted. It is possible that this conductor is caused by sulphide mineralization
in the Holly Fault or a splay off of the main fauit

in the central part of the claitng the airborne geophysics defineated many lef the prominant structural faatares and postulatsd
several possible bedrock conductors.

It is recommended that an exploration program consisting of soil sampling, geological mapping and prospecting be undertaken
to test for further gold—copper mineralization. Additionally, an excavator should be utilized: to trenth to the oorth and south of
the Capsheaf and to enlarge the cut on the Southcap showing.

Soil sampling should be conducted over the Capshear and Southcap showings and within the anomalous areas delineated by
previous geochemical surveys. Soils should be collected at 25 m intervals along east-west lines spaced 50 m apart. Detailed
notes as to topography, soil type, etc. will have to be taken to facilitate interpretation. More detailed mapping within this soil grid
should be completed at the same time. Particular attention should be paid to fault structures as sulphide bearing skarn
mineralization appears to be formed at or near the intergsection of two fault structures.
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Estimated Cost of Recommended Work Program — Magnolia Property

Grid preparation and soil sampling - approximately 59 line kms
of flagged grid lines, 8 kms of brushed and fiagged tie lines, 800
m of cut baseline and 2,375 soil samples. Estimate 55 man days @ $ 8,250
150/day.
nalytical costs: 2,375 soil samples @ $10/sample 23,750
100 rock samples @ $10/sample 1,000
“Geological mapping and supervision: 30 man days @ $300/day 9,000
“Excavator: 3 days @ $1,000/day 3,000
“Room and board 85 may days @ $60/day 5,100
"Truck rental: (2 trucks) 1,600
“Field supplies 1,000
"Mob/de—mob 400
" Subtotal $ 53,100
"Contingencv ® 10% 5310
" TOTAL $ 58410

The Issuer expects to initiate the exploration program at a cost of $11,400 immediately after the proceeds from this Offering are
received. The program is expected to be completed by the end of February, 1996. The Issuer intends to issue interim reports on
the progress of the work and to disclose promptly any results which might reasonably be expected to affect materially the values
of its shares. Plans for the funding of the balance of the recommended program have not been formulated as at the date of this
Prospectus. The $11,400 to be expended will generate sufficient assessment credits to extend the expiry dates of all the present
claims until at least April 29, 1996.

OK PROPERTY

The information contained herein regarding the OK property (except for the description of ownership and terms of acquisition
and the description of cumulative expenditures is derived from a report dated January 7, 1994 and revised July 4, 1994, and
reconfirmed May 26, 1995, prepared for the Issuer by N.C. Carter Ph.D., P.Eng., consulting geologist. The report is entitled
“GEOLOGICAL REPORT ON THE OK PROPERTY". The report is available for inspection at the head offices of the Issuer during
normal business hours during the courge of primary distribution of the securities offered by this Prospectus and for a period of
30 days thereafter.

REFER TO “LEGAL PROCEEDINGS”

Location, Size and Means of Access

The OK Property is situated 25 km northwest of the municipality of Powell River in the southwest coast area of British Columbia.
The mineral property includes an area of 3,575 hectares (13.8 8q. miles) bounded on the north and west by Theodosia and Okeover
Inlets. The geographic centre of the property is at latitude 50° 02’ North and longitude 124° 39° West in NTS map-areas 92F/15E
and 92K/2E. Access to the central part of the property from Powell River is by 30 km of highway and logging roads.

The OK Property includes 8 Modified Grid mineral claims comprising 143 mineral claim units, located in the Vancouver Mining
Division:

Claim Name Tenure No. Units Expiry Date
OK A 258171 20 June 17, 1999
OKB 258172 20 June 17, 1997
OKC 258173 20 June 17, 2001
OKD 258174 18 June 17, 1996
OKE 258175 10 June 17, 1996
OKF 258176 15 June 17, 1996
OK G 258177 20 June 17, 1996

OKH 321056 20 Sept. 24, 1996



Ownership and Terms of Acquisition

The claims comprising the OK property were originally staked by Robert Mickle of Dunlop Road, Likely, British Columbia, VOL 1NO.
Ownership was recorded jointly & - Robert Mickle and Mary V. Boylan of 6935 Quesne! Street, Powell River, British Columbia, VBA
2H7. On June 17, 1981 the claims were restaked in the names of Boylan and Mickie consistent with the Modified Grid System
{metric) as OK A-G containing 123 mining units. On May 31, 1982 an agreement for sale and OK group trust agreement was
entered into between Robert Mickle and Mary V. Boylan sed Aquarius Resaurees Ltd., then of 2550 - 555 West Georgia Street,
Vancouver, British Columbia, V6B 4N5, and the Bank of Montreal, 5813 Ash Avenue, Powsll River, British Columbia. The agreement
provided for bills of sale for the claims executed by Boylan and Mickle to be held in trust by the Bank of Montreal until receipt
of full payment for the claims, which is $2,000,000 payabie out of production at the rate of $0.10 per short ton of ore delivered
to the mill for processing. In addition to the $2,000,000, semi-annual payments of $10,000 are requited to be paid to Boylan aed
Mickie (each as to 50%) until the production payments commence. Failure to make any semi—annual payment within 30 days of
default notice from Bdylen and Mickie will resuit in agncellabon of the agrasment. An initial requirement tixat $100,000 per year
was to be spent on exploration activities on the claims was cancelled in 1982 following major expenditures in that year by
Aquarius Resources Ltd..

On August 18, 1982 the OK H claim with 20 units was staked by Aquarius Resources Ltd. The OK H claim was subject to the terms
of the 1982 group trust agreement, but its title remained in the name of Aquarius Resources Ltd.

On June 24, 1984 Aquarius Resources Ltd. assigned all its rights under the 1982 group trust agreement to Rhyolite Resources inc.,
a reporting company of Vancouver, British Colembia. Consideration fer the assignment was $10,000 in cash, 200,000 treasury
share of Rhyolite Resources Inc. to be issued in stages to Aquarius Resources Ltd. and an obligation by Rhyolite Resources Inc.
to pay to Aquarius Resources Ltd. an annual royalty afior the commeacement of commerctel prdduction equal to 10% of net
profits (as defined).

On May 16, 1989 Rhyolite Resources inc. assigned its rights and obligations under the June 24, 1984 assignment and the 1982
group trust agroement to the issuer exceplt for any obligstion that RhyolRe Resources Inc. may heve had to issue or provide shares
of Rhyolite Resources Inc. to Aquarius Resources Inc. Consideration for the assignment was $10,000 in cash and 50% of any
option payments, royalty payments os net operating profits (as defined) received by the Issuer with respect to the claims, previded
that payments to Rhyolite Resources Inc. in the aggregate shail not exceed $1,000,000. Boylan and Mickle acknowledged the
assignment in writing on July 7, 1989.

On February 1, 1990 Boylan and Mickle re-affirmed in writing that thay agreed to the ascignment of the agreement to the lssuer
and they executed bilis of sale for the A-G claims in favour of the Issuer which are held by the Bank of Montreal as Trustee.

In 1990 and 1991, six mineral claims containing 65 units contiguous to and surrounding the OK A-H claims were staked and
recorded on behalf of the Issuer. These claims were allowed to lapse in 1992.

On September 24, 1993, the Isousr re-staked the OK H claim in the names of Boylan and Mickle. Permission to abandon and re-
stake the claim was given by the Gold Commissioner for the Vancouver Mining District in light of the fact that Aquarius Resources
Ltd. was dissolved on December 27, 1991. An executed bill of sale in favour of the Issuer has been denasited with the Trustee.

History and Previous Exploration

Copper—-molybdenum miheralization was discovered on tBo OK preperty by locel prosgectors in 1965. Between 1966 and 1982,
eight companies carried out a variety of geochemical and geophysical surveys, mechanical trenching and more than 14,000 m
of drilling.

94 drill holes have partially tested several of the known zones ef apppor-molybdenum mineralization on the property. The drilling
includes 728 m of percussion drilling in 12 vertical holes and 82 diamond drilling holes totally 13,660 m. Average vertical depth
tested was betwonesn 120 and 140m.

Work on the property batween 1979 and 1982 consisted of limited diamond drilling, geological mapping, induced potential and
soil geochemical surveys in selected areas and some road building and trenching.

In 1989 the Issuer contracted out the compilation of exploration work performed on the property since 1965 and a geostatistical
study of all drill hole data. This included all reports in the publis iomain and some poivate repdrts not submitted for assoeement
purposes. The data was digitized and 35 diamond drill sections were computer plotted and printed with assay values in a color
array. Plan maps of the geolegy, genchemistry and drill locatienswere emo pradaoceri. In additien, during the period 1989 through
1993, the Issuer conducted physical work on the property in the form of re—establishment of the 1982 baseline and cross-line
cutting. In 1993, the Iseuer applieri $12,600 of ita pentoble assessmest credits (PAC.) te the property for the purpose of
maintaining certain of the claims in good standing.

A program of reconnaissance geological mapping and sampling was carried out for the Issuer in June 1994. The program was
directed to the examination of recently logged areas and of reported pyrite—rieh bedrock exposures and breccia zonec not
previously examined by the Issuer. The cost of the program was $9,972 and assessment credits derived from it were applied to
the claims.

As at March 31, 1995, total expenditures on the OK property by the Issuer since 1989, including the compilation and geostatistical
" work and its interpretation but excluding the $12,600 P.A.C. contribution, amount to $133,458. Acquisition costs plus option
payments in the same period totalled $130,000.
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Geology

The central portion of the property is situated on a upland plateau-like surface some 800 m above sea level. Country rocks are
granite rocks of the Coast Plutonic Complex which are of mid-Cretaceous age. These have been intruded by a probable mid-
Tertiary muitiple phase complex which hosts copper and molybdenum mineralization. Principal intrusive phases include a
peripheral granodiorite (the main mineralized host} and a central, essentially barren quartz-feldspar-porphyry dyke-like body.
Several mineralized phases are evident, and an intrusive (hydrothermal) breccia containing higher grade copper occurs in the
southern part of the property. At least seven other breccia occurrences are known to exist on the property, aithough their
character and significance has not yet been assessed. Post-mineral basic dyke swarms are numerous and locally present
potential internal dilution problems.

Mineralization

Maetallic mineralization on the OK property consistd at pyrite, shaleopyrite nnd melybdenite with ienaer boraite, sphalerite and
magnetite. Principal sulphide minerals occur in a stockwork of quartz veiniets which have a predominant east to northeast trend,
and molybdenite commonly coats fcpetures.

The greatest degree of quartz stockwork development is within the ceatrai or lata phase quartz-fedspar porphyry aithough this
rock type is largely devoid of sulphide mineralization. The best copper-molybdenum mineralization is losted by granodiorite
adjacent to the quart-fedstar porphyry dyke, suggesting that this phasu is probably tha minotalizer. Pyrite is ganerally aasociated
with chalcopyrite and molybdenite within the centre of the main mineralized zones. The concentration of pyrite increases around
the periphery of the mein sopper-molybdenum zomes.

Seven mineralized zones haue been explored ever 8 northasly thead of 5 km. All of these, inaluding the sputhern-most brececia
zone, have been tested to some degree by diamond drilling.

Most of these zones contain large tonnages of low grade copper—molybdenum mineralization with the exception of the south
breccia zone which has demonstrabiy higher copper grades with some silver. Here, predominant mineralization consists of
chalcopyrite, bornite, pyrite and lesser molybdenite which occupy interstices between breccia fragments.

To the issuer’s knowledge, no testing of the rocks or drill cores for gold has been done within any of the drilled mineralized zones.

Drilling Resuits

Drill holes were completed on the OK Property between 1966 and 1982. This work consisted of 12 percussion and 82 diamond
drill holes totalling nvere than 14,000m. Muet of the diamond drill holes were inclined et -45° aad both AQ- asd NQ-size oore
was recoversd. Core samples were analyzed for copper and molybdenum. Most of the pre-1979 diamond drill core was
vandalized during logging operatioas and is unavaiiable for furthet sampling.

Seven copper-molybdenum zones with fairly consistent grades of both elements were indicated by this previous drilling. Two
cross-sections illustrate the ranges of values for the South and North Lake zones respectively. Copper grades range from 0.11%
to 0.51% over significant cere lengthe with an overalhaverage of abost 0.30%. Molybdenum values, expiessed as molybdunite
or molybdenum disulphide, range from nil to 0.20%. Gaps between mineralized core lengths are due to the presence of post-
mineral dykes.

These post—-mineral dykes preoent one nf the'major difficulties in assegsing reserves or reseurces for tha OK Property. Three such
assessments have been made in the past and all are congidered by the Issuer's consulting geoclogist to represent only in-situ
reserves or possible resourees.
Waestern Mines Ltd. estimatad resarves in 1974 fer the North Lake zone at a cat-off grade of 0.20% ceoper as belog:

“Drill Indicated”: 49 million tons of 0.30% copper and 0.016% molybdenite

"inferred™: 19 million tcos of 8.26% nopper aad -.02% molybdenite.
As noted, one of the major difficulties in gesetsing reserve potontial is the presence of namerouns post-mineral dyke swarms
which appear to dilute mineralized zones by as much as 20%. The Western Mines estimates include dykes of less than 3 m width
and make the assumption that thoge of greater widths could be selectively mined as waste.
A geostatistical study in 1982 of all drill bole Hata mede the same asxumptions renardung the borren, post—-mineral dykes as the
previous Western Mines estimates. This study included all of the seven mineralized zones for which sufficient data were available,
employed a 0.20% copper cut-off grede and postulatdd maximure depths of 300 m for the mineralizad zones. Estimatet were:

“Drill Indicated"™: 240 million tones of 0.24% ceppar. 0.015% malybdsnite

*Geological Potential™: 210 miliion tons of similar grade.
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Note that the foregoing estimates totalling 450 million tons are contained in several mineralized zones over & distancs of 5 km.
This study indicated a remarkable uniformity of copper grades throughout the several known zones while molybdenite appeared
to have a more erratic distribution. The study also suggested that selective mining could possibly upgrade millheads to the 0.50%
copper range, although it is readily apparent that much more work would be necessary to establish such potential.

The Issuer's consulting geologist concurs with the study’s conclusion that inclined drill holes provide better sampling information
than vertical holes inesmuch as most of the inineralized structutea and probably the post-mineral dykes are essentially verticati

A study performed in 1989 for the Issuer further refined the 1982 geostatistical analysis to provide what are referred to as “proven
plus probably reserves recoverable by a selective open pit mining operation” as follows:

Cut-off Grade Tonnes Copper Molybdenite
(%Cu Equiv.) (%) (%)
0.2 228,400,000 0.32 0.020
0.3 155,000,000 0.39 0.024
0.4 104,900,000 0.48 0.028
05 72,000,000 0.54 0.033
0.8 50,000,000 0.61 0.037

While this exercise provides some interesting information regarding various potential cut-off grades, the Issuer's consulting
geologist is of the opinion that there are no reserves in any category other than geological reserves which may be referred to
as possible resources -~ "mineralizatien camputed on the basis of limited drilling but s reasonable undetstanding of the
distribution and correlation of metal values in relation to geology”. More detailed geological agsessment plus additional drilling
is required before any meaningful assessmant of tonneges and grade petential can be made.

From the foregoing, it is evident that the OK Property includes a potentially large tonnage of uniform, if low grade copper and
molybdenum mineralization. Most deposits of this type require a higher grade zone for a "starter pit” to render them economic.

The south breccia zone, which may represent a higher grade zone, indicates the potential for other higher grade breccia zones
eisewhere on this large property. A chip sample collected from a trench across a 12 m width within the breccia zone yielded
values of 2.4% copper and 0.52% molybdenite with low silver values and a parallel chip sample 12 m away in less altered material
averaged 0.43% copper and 0.08% molybdenite over a sample length of 6 m. Subsequent trenching of the zone suggests that
three shallow diamond drill holes, completed in 1979, were not properly oriented. One of these holes, however, did intersect a
9.4 m section of breccia from surface downward grading 1.49% copper and 0.28 oz/ton siiver.

Little is known regarding precious metal values over the property as a whole. It is probable that no analysis for gold or silver were
carried out during earlier drilling of the property and, unfortunately, no core remains for re-sampling. The south breccia zone
containg some silver, and previous soil sampling indicates that higher silver values are coincident with areas of anomalous copper
over much of the area sampled.

Geochemistry

Soil sampling by Aquarius Resources in 1981 and 1982 was carried out over the entire grid area. 4.300 samples were collected
and analyzed for copper, molybdenum and silver. 685 of these samples were analyzed for gold which generally yielded values
so low as to be insignificant.

All mineralized zones have broad anomalous copper signatures with coincident but more areally constricted molybdenum and
silver anomalies. A number of untested anomalies are present in both the narthern and southern grid screas and a few discrete
anomalous silver areas appear to correspond with the South Breccia zone.

Conclusions and Recommendations

Copper-molybdenum mineralization is widespread in the central part of the OK property. Seven zones over a 5 km distance have
been partially defined by previous drilling programs - all zones remain epen laterally and to depth. Several areas with anomalous
copper, molybdenum and silver values in soils remain untested.

Higher grades of copper with some silver have been identified in the South breccia zone which has been tested by only limited
trenching and three shallow diamond drill holes. This zone should receive priority for additional work on the OK Property.
Detailed geological mapping, trenching and some geophysics are required to obtain a better understanding of the configuration
of this zone and the potential for gsimilar zones prior to additional diamond drilling.

Detailed geological mapping may also provide a better understanding of the distribution and orientation of post-mineral dyke
swarms which present a potential dilution problem.

Areas of lower grade mineralization require re-evaluation for gold mineralization by way of surface sampling of available bedrock
exposures. Some of these lower grade zones were not entirely tested by diamond drilling and additional anrface work may
indicate extensions to some of these.
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A two phase program is recommended to further assess the potential of the South Breccia Zone on the OK property. The first
phase would allow the additiona! surface investigation and would incur expenditures sufficient to maintain the present level of
assessment credit on the claims. The second phase would consist of diamond drilling guided by information provided by first
phase work, but it is not contingent upon the resuits of Phase |.

Cost Estimate

Phase |
Geological mapping, prospecting $ 15,000
Sample analyses 5,000
IP survey - 4 km @ $1,500/km 6,000
Excavator trenching — 100 hours @ $125/hr. 12,500
Reports, assessment filing fees 7,500
Contingencies 4,000
Total - Phase | $ 50,000

Phase il
Diamond drilling - 1,200 metres @ $80/m 96,000
Sample analyses 10,000
Travel, living expenses 10,000
Supervision, reports 15,000
Contingencies 19,000
Total — Phase Ii $ 150,000
Total Phases | & II $ 200,000

The Issuer does not plan to initiate Phase | of the exploration program at this time.
OPTIONS TO PURCHASE SECURITIES

As of the date of this Prospectus the Issuer has granted incentive stock options to purchase an aggregate of up to 1,200,000 Class
“A” voting common shares to three directors, two of whom are exscutive officers. The 1,200,000 Class "A” voting common shares
that may be acquired will represent 9.4% of the issued and outstanding Ciass "A” voting common shares on the completion of
this Offering. All of the incentive stock options are exercisable over a period of five years from the Effective Date at $0.25 per
share.

Particulars of the options are as follows:

Title Name No. of Class "A” Voting Common
Shares Optioned

Executive Officers and Directors John Bissett 500,000
lan de Wolfe Semple 500,000
Director Myles Norman Anderson 200,000

TOTAL 1,200,000
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Material Contracts
The following contracts entered into within the preceding two years may be inspected at the head office of the Issuer, 830 - 470
Granville Street, Vancouver, British Columbia, VBC 1V5, during normal business hours while primary distribution of the securities

offered by the Prospectus is in progress and for a period of 30 days thereafter:

1. Amended Agreement dated December 6, 1993 between the Issuer and Chuck’s Holdings Corporation concerning the
purchase of a portion of the Cottonbelt property. (Refer to “Ownership and Terms of Acquisition”.}

2. Agreement dated January 12, 1994 and amended June 23, 1994, between the Issuer and Bethlehem Resources
Corporation concerning the purchase of a portion of the Magnolia property. (Refsr to “Ownership and Terms of Acquisition”.)

3. Agreement dated June 7, 1994 between the Issuer and John S. Delatre concurring the purchase of part of a net smeiter
return royaity on three claims within the Microgold Property {Refer to “Ownership and Terms of Acquisition”.)

4, Agency agreement dated for reference June 27, 1995, betweon the issuer and the Agent concerning the distribution of
the securities offered under the Prospectus (Refer to "Appointment of Agent”.)

5. Sponsorship Agreement dated for reference June 27, 1995 between the Issuer and the Agent (Refer to "Appointment of
Agent”.)

6. Incentive Stock Option Agreements (Refer to “Options to Purchase Securities”.)

7. Escrow Agreement dated for reference July 21, 1994 among The R-M Trust Company, the Issuer, John Bissett and lan

de Wolfe Semple (Refer to “Other Material Facts".)

8. Option Agreement dated November 8, 1994 and subsequent assignment agreement dated November 17, 1994 between
the Issuer and Bethishem Resources Corporation and Goldnev Resources Inc. concerning the option to earn a 50% equity interest
in the Cottonbelt property. (Refer to “Option Agreement”.)

Dividend Record

The Issuer has not, since incorporation, paid any dividends on any of its shares. The Issuer has no present intention to pay
dividends but the future dividend policy will be determined by the Board of Directors on the basis of earnings, financial
requirements and other relevant factors.

Auditors

The Auditors of the Issuer are KPMG Peat Marwick Thorne, Chartered Accountants, of 777 Dunsmuir Strset, Vancouver, British
Columbia, V7Y 1K3.

Transfer Agent and Registrar

The Issuer's transfer agent and registrar is The R—-M Trust Company, of 117 West Hastings Street, Vancouver, British Columbia,
V6E 2K3.

Legal Proceedings

In April, 1989, the Issuer reached agreement with a former option holder to transfer all of its rights and interests in the OK group
of mineral claims to the Issuer. In June, 1890, the former option holder, then under new management, and certain of its
shareholders commenced two actions against the Issuer and its President in the Supreme Court of British Columbia. The actions,
which were ordered by the Court to be heard together, seek rescission of the transfer on the basis that the approval by the
directors of the plaintitf corporation was improperly obtained and that the conduct of the directors of the plaintiff oppressed the
shareholders of the plaintiff. No trial date has been set.

There are no other claims, actions, suits, judgments or proceedings against or affecting the Issuer which will or may have a
material adverse effect upon the issuer, nor does it know of any reasonable ground for any such claims, actions, suits judgments
or other proceedings.

Other Material Facts

Performance Shares

It is the Issuer’s intention to issue 750,000 Clags "A” voting common ghares as performance shares (the “Performance Shares”)
in accordance with Part 7 of British Columbia Securities Commission Local Policy Statement 3-07 (“LPS 3-07"). The Performance
Shares will be issued at $0.10 per share to John Bissett (as to 375,000 ghares) and lan de Wolfe Semple (as to 375,000 shares).
Pursuant to LPS 3-07, the Performance Shares will be subject to an escrow agreement which will provide, inter alia, that (i) the
holders of the Performance Shares waive any rights attached to those shares to receive dividends or to participate in the assets
and property of the Issuer on a winding-up or digssolution, (ii) the holders of the Performance Shares retain the right to vote those
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shares, except on a resolution respecting the cancellation, and (iii) the Performance Shares cannot be transferred or released
except with the consent of the Superintendent or the Exchange.

Pursuant to Part 9 of LPS 3-07, the holders of the Performance Shares will be entitied to the pro rata release of those gshares on
the basis of 15% of the original number of Performance Shares for every $100,000 expended on exploration and development of
a resource property by {a) the Issuer, or (b) a person other than the issuer in order to earn an interest in the resource property,
but only in respect of that proportion of the expenditure eqtial to the Issner’s remaining proportionate inrereat in the regource
property after the person’s interest has been earned, provided that {c}) no more than 50% of the original number of Performance
Shares may be releaged in any 12 month period, and (d) ne expenditure on exploration and development made prior te the date
of the receipt for the Issuer’s prospectus for its initial offering may be included.

The issuance of the Performance Shares was approved by the Issuer's shareholders at its Annual General Meeting of Sharehoiders
held on December 8, 1994.

The Issuer has no agreement or arrangements at preseat with any individual or company foc invostor rdlations or premotienal
services.

There are no other material facts.

PURCHASER’'S STATUTORY RIGHT OF WITHDRAWAL AND RESCISSION

The Securities Act (British Columbia) provides a purchaser with the right to withdraw from an agresment to purchase the
securities within two business days after receipt or deemed receipt of a prospectus and further provides a purchaser with
remedies for rescission or dainages whera the prospectus or any amondment contains a material misrepresantation or is not
delivered to the purchaser prior to the 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 Sections 66, 114, 118 and 124 of the Seeurities Act or consult a lawyer.




CERTIRCATE OF THE ISSUER

The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities oﬂorod by this Prospectus
as required by the Securities Act and its regulations.

DATED: July 7, 1995

A %v\\\\&,

. Jolin Bissett lan de Wolfe Semple
- Chief Executive Officer Chief Financial Officer
On Behalf of the Board of Directors of CANQUEST RESOURCE CORPORATION -

Myles Norman Anderson Shirley-Mae Bissett
Director Director




CERTIFICATE OF THE AGENT

To the best of our knowledge, information and belief, the foregoing constitutes full, true and plan disclosure of all materis! facts
relating to the securities offered by this Prospectus as required by the Securities Act and its regulations.

DATED: July 7, 1995

CANACCORD CAPITAL CORPORATION
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KPMG Peat Marwick Thomne Box 10426, 777 Dunsmuir Street Telephone (604) 691-3000
Chartered Accountants Vancouver, BC V7Y 1K3 Telefax {6C4) 691-3031
Canada

AUDITORS' REPORT

To the Board of Directors
CanQuest Resource Corporation

We have audited the balance sheets of CanQuest Resource Corporation as at December 31, 1994
and 1993 and the statements of mineral properties, operations and deficit and changes in financial
position for each of the years in the five year period ended December 31, 1994. These financial
statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management as well as evaluating
the overall financial statement presentation.

In our opinion, these financial statements present fairly, in ail material respects, the financial position of
the Company as at December 31, 1994 and 1993 and the resuilts of its operations and the changes in
its financial position for each of the years in the five year period ended December 31, 1994, in
accordance with generally accepted accounting principles.

DRAFT

Chantered Accountants

Vancouver, Canada

May 18, 1995, except as
to notes 2(b)(i) and 8 which are as of
July 6, 1995
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KPMG Peat Marwick Thorme Box 10426, 777 Dunsmuir Street Telephone (604) 691-3000
Chartered Accountants Vancouver, BC V7Y 1K3 Teletax {6V4) 691-3031
Canada

REVIEW ENGAGEMENT REPORT

To the Board of Directors
CanQuest Resource Corporation

We have reviewed the balance sheet of CanQuest Resource Corporation as at March 31, 1995 and
the statements of mineral properties, operations and deficit and changes in financial position for the
three months ended March 31, 1995 and 1994. Our review was made in accordance with generally
accepted standards for review engagements and accordingly consisted primarily of inquiry, analytical
procedures and discussion related to information supplied to us by the Company.

A review does not constitute an audit and consequently we do not express an audit opinion on these
financial statements.

Based on our review, nothing has come to our attention that causes us 1o believe that these financial
statements are not, in all material respects, in accordance with generally accepted accounting
principles.

DRAFT

Chartered Accountants

Vancouver, Canada

July 6, 1995
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CANQUEST RESOURCE CORPORATION

Balance Sheets

March 31, December 31,
1995 1994 1993
(unaudited)
Assets
Current assets:
Cash $ 170,062 $ 196,371 $ 26,475
Restricted cash (note 5(d)) - - 110,327
Accounts receivable 2,116 3,543
172,178 199,914 136,802
Mineral properties (note 2) 1,140,681 1,129,131 904,601
Office equipment (note 3) 4,613 4,343 4,286
$ 1,317,472 $ 1,333,388 $ 1,045,689
Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable and accrued liabilities $ 147,396 $ 148,641 $ 41,198
Promissory notes (notes 4 and 6(c)) 30,500 30,500 30,500
Loan payable (note 2(b)(i)) - 250,000 -
177,896 429,141 71,698
Advances on account of share subscriptions
(note 2(b){i)) 250,000 - -
Shareholders' equity:
Capital stock (note 5) 2,104,658 2,104,658 1,987,158
Contributed surplus 25,312 25,312 25,312
Deficit (1,240,394) (1,225,723) (1,038,479)
889,576 904,247 973,991
Continuing operations (note 1(a))
Commitments and contingency (note 2(b))
Subseqguent events (notes 2(b)(i) and 8)
$ 1,317,472 $ 1,333,388 $ 1,045,689

See accompanying notes to financial statements.
On behalf of the Board:

Director

John Bissett

Director

lan de W. Semple



CANQUEST RESOURCE CORPORATION

Statements of Mineral Properties

Three months
ended March 31,

Three months
ended March 31,

1995 1994 -
(Unaudited) (Unaudited)
Acquisition costs and option payments $ 10,000 $ 10,000
Exploration and development expenditures:
Claim staking - _
Consulting fees 1,550 26,500
Engineering and geological reports - 2,590
Equipment rental _ 126
Geochemical surveys - -
Geologists' fees - 19,696
Geophysical surveys - 59,000
Line cutting - 2,360
Maps, prints and photographs - 46
Miscellaneous - 685
Recording and filing - 90
Trave! expenses - -
1,550 111,093
11,550 121,093
Mineral propenties, beginning of period 1,129,131 904,601
General exploration expense written off - (685)
Mineral properties, end of period $ 1,140,681 $ 1,025,009

See accompanying notes to financial statements.




Years ended December 31,

1994 1993 1992 1991 1990
$ 50,000 $ 32,000 $ 20,000 $ 30,000 $ 52,500
5,493 1,080 12,133 150 8,508
56,750 30,000 7,500 75,700 80,864
1,493 - 5,309 11,691 7,507
118 - - - -
748 ~ 26,521 6,600 -
36,574 33,742 33,747 17,014 -
59,000 - 19,385 8,343 1,511
3,583 3,404 14,360 33,436 2,850
109 1,577 437 1,432 1,889
3,206 3,310 887 1,930 1,448
7,744 3,960 3,209 1,995 846
522 2,881 2,827 4,477 1,101
175,340 79,954 126,315 162,768 106,524
225,340 111,954 146,315 192,768 159,024
904,601 794,963 649,258 457,068 299,513
(810) (2,316) (610) (578) (1,469)

$ 1,129,131 $ 904,601 $ 794,963 $ 649,258 $ 457,068




CANQUEST RESOURCE

Statements of Operations and Deficit

CORPORATION

Three months
ended March 31,

Three months
ended March 31,

1995 1994
(Unaudited) (Unaudited)
Write-off of general exploration expenses $ - $ 685
Expenses:
Depreciation 130 115
Financing costs (note 5(g)) - -
Interest 52 1,114
Legal, audit and accounting fees 150 3,881
Management and consulting fees 7,500 10,500
Office and miscellaneous 2,990 2,633
Rent 3,442 3,345
Transfer agent and filing fees 407 185
14,671 21.773
" Loss for the period 14,671 22.458
Deficit, beginning of period 1,225,723 1,038.478
Deficit, end of period $ 1,240,394 $ 1,060.936
Loss per share $ {0.00) $ (0.00)

See accompanying notes to financial statements.




Years ended December 31,

1994 1993 1992 1991 1990
$ 810 $ 2,316 $ 610 $ 578 $ 1,469
477 583 824 790 523
107,046 45,000 27,700 35,726 -
6,276 5,544 2,891 3,882 2,019
10,878 5,144 34,586 38,794 77,480
30,000 30,000 47,500 56,500 -
15,385 11,117 26,197 37,966 20,332
13,633 14,626 14,404 14,070 11,713
2,739 3,483 4,341 12,223 5,577
186,434 115,497 158,443 199,951 117,644
187,244 117,813 159,053 200,529 119,113
1,038,479 920,666 761,613 561,084 441,971
$ 1,225,723 $1,038,479 $ 920,666 $ 761,613 $ 561,084
$ (0.02) $ (0.02) $ (0.02) $ (0.04) $ (0.03)




CANQUEST RESOURCE

Statements of Changes in Financial Position

CORPORATION

Three months
ended March 31,

Three months
ended March 31,

1995 1994
(Unaudited) (Unaudited)
Cash provided by (used in):
Operations:
Loss for the period $ (14,671) $ (22,458)
ltems not involving cash:
Depreciation 130 115
General exploration expense written-off - 685
Changes in non-cash working capital:
Accounts receivable 1,427 (5,598)
Accounts payable and accrued liabilities (1,245) 9,002
(14,359) (18,254)
Financing:
Restricted cash - 110,327
Promissory note - -
Loan payable (250,000) -
Advances on account of share subscriptions 250,000 10,600
Issue of capital stock - -
- 120,927
Investments:
Mineral properties (11,550) (121,093)
Office equipment (400) -
(11,950) (121,093)
increase (decrease) in cash (26.309) (18,420)
Cash, beginning of period 196,371 26,475
Cash, end of period $ 170,062 $ 8,055

See accompanying notes to financial statements.




Years ended December 31,

1994 1993 1992 1991 1990
$ (187,244) $ (117,813) $ (159,053) $ (200,529) $ (119,113)
477 583 824 790 523
810 2,316 610 578 1,469
(3,543) - - - 4,147
107,443 (56,746) 30,271 (21,833) 45,192
(82,057) (171,660) (127,348) (220,994) (67,782)
110,327 (110,327) - - _
- - - - 30,500
250,000 - - - -
117,500 417,000 227,634 457,820 206,000
477,827 306,673 227,634 457,820 236,500
(225,340) (111,954) (146,315) (192,768) (159,024)
(534) (200) - (434) (3,674)
(225,874) (112,154) (126,315) (193,202) (162,698)
169,896 22,859 (46,029) 43,624 6,020) .
26,475 3,616 49,645 6,021 1
$ 196,371 $ 26,475 $ 3,616 $ 49,645 $ 6,021




CANQUEST RESOURCE CORPORATION

Notes to Financial Statements

Three months ended March 31, 1995, and 1994 (unaudited)
Years ended December 31, 1994, 1993, 1992, 1991 and 1990

1.

Significant accounting policies:

@

(©

Continuing operations:

The Company was incorporated under the iaws of Ontario, has been continued under the
laws of Alberta and is registered as an extra-provincial company under the laws of British
Columbia. The Company is engaged in the exploration of mineral properties.

The Company has not yet determined whether its mineral properties contain ore reserves that
are economically recoverable. The continuing operations of the Company and the
recoverability of amounts shown for mineral properties are dependent upon the discovery of
economically recoverable ore reserves, continued financial support from the Company's
shareholders, the ability of the Company to obtain the necessary financing to complete
development, confirmation of the Company's interest in the underlying mineral claims, and
future profitable production or the proceeds from the disposition of mineral properties.

Mineral properties:

All costs related to mineral properties are capitalized on a property-by-property basis. Such
costs include mineral claim costs, exploration, development and direct administrative
expenditures, net of any recoveries. The costs related to a property from which there is
production, together with the costs of production equipment, will be depleted and
depreciated on the unit-of-production method upon estimated proven reserves as
determined by independent consulting engineers. When there is little prospect of further
work on a property being carried out by the Company, the costs of that propenrty are charged
to operations.

Costs shown for mineral properties represent costs incurred to date, less write-offs, and are
not intended to reflect present or future values.

Office equipment:

Office equipment is recorded at cost. Depreciation of office equipment is provided on a
declining-balance basis at rates ranging from 10% to 20%, based on the estimated useful
lives of the assets.




CANQUEST RESOURCE CORPORATION

Notes to Financial Statements, page 2

Three months ended March 31, 1995, and 1994 (unaudited)
Years ended December 31, 1994, 1993, 1992, 1991 and 1990

2. Mineral properties:

(@) Mineral properties comprise the foliowing:

March 31, December 31,
1995 1994 1993
(unaudited)

Cottonbelt Property:

Revelstoke, B.C. (i) $ 354,931 $ 354,931 $ 287,841
Magnolia Property:

Texada Island, B.C. (ii) 297,972 297,972 245,085
Microgold Property:

Kamiloops, B.C. (iii) 222,770 222,770 167,548
OK Property:

Powell River, B.C. (iv) 265,008 253,458 204,127

$ 1,140,681 $1,129,131 $ 904,601

(b) Property descriptions and commitments:

A description of the Company's minera! properties at March 31, 1995 is as follows:

i)

The Cottonbelt Property consists of seven contiguous Crown grants and forty-nine
mineral claims located near Revelstoke, B.C. The Company entered into two agreements
to acquire the seven Crown grants. Three of them were acquired for cash of $47,500
(paid) and the other four were acquired for a 4% net smelter return royaity and 50% of any
option payments received or sale proceeds, not to exceed $85,000 in aggregate. The
claims were staked by the Company.

During the year ended December 31, 1994, the Company granted a corporate joint
venture (the "Joint Venture®") an option to earn a 50% interest in the Cottonbelt Property
in consideration for the Joint Venture making its nearby milling facility available to process
ore from the Cottonbelt Property under certain conditions. In connection with this option
agreement, the Joint Venture loaned the Company $250,000, $200,000 of which is to
be used for qualified expenditures on the Cottonbelt Property prior to September 13,
1995. This loan is secured by a promissory note and collateral security in respect of all
propenrty presently held and acquired. The agreement, and a subsequent agreement,
provides that this loan will convert to a subscription for up to 1,000,000 class A shares of
the Company. On exercise of the option, the agreement provides that the Cottonbelt
Property will be further developed and operated as a joint venture.

On July 6, 1995, the Company issued 1,000,000 class A shares in settlement of the loan
and accordingly, the amount has been reclassified to advances on account of share
subscriptions as at March 31, 1995.



CANQUEST RESOURCE CORPORATION

Notes to Financial Statements, page 3

Three months ended March 31, 1995, and 1994 (unaudited)
Years ended December 31, 1994, 1993, 1992, 1991 and 1990

2. Mineral properties (continued):

(b) Property descriptions and commitments (continued):

(i)

(i)

(iv)

The Magnolia Property consists of forty-three mineral claims located on Texada Island,
B.C. Two of these claims were acquired pursuant to an agreement that included cash of
$15,000 (paid), 100,000 class A shares (to be issued) and annual royalty payments of the
greater of 4% of net smelter returns and $10,000 to a maximum of $500,000 and five of
these claims were acquired pursuant to an agreement that included 50,000 class A
shares (to be issued), a 5% net profits interest to the vendor and a 1.25% net smelter
return royalty to a previous owner that converts to a 10% net profits interest on certain
conditions. The remaining claims were staked by the Company.

The Microgold Property consists of one hundred contiguous mineral claims located at
Stump Lake, 45 km north-east of Merritt, B.C. The Company entered into an agreement
to acquire a 100% interest, subject to a 5% net smelter return royailty, in three of the
claims for cash of $50,000 (paid) and 100,000 class A shares (to be issued). Subsequent
to this agreement, the vendor agreed, subject to regulatory approvatl and the Company
meeting certain conditions, to reduce the net smelter return royaity to 2-1/2% in
exchange for 100,000 class A shares. The remaining claims were staked by the
Company.

The OK Property consists of eight contiguous mineral claims located near Powell River,
B.C. The Company acquired the right to earn a 100% interest in these claims for cash of
$10,000 and 50% of any option payments, royalty payments, or net operating profits
royalties received by the Company, to an aggregate of $1,000,000. In addition, the
Company has agreed to assume the vendor's obligations, which include a 10% net
operating profit royalty, annual option payments of $20,000, and a purchase price of
$2,000,000 to be paid out of production at $0.10 per ton of ore mined. As at March 31,
1995, all required cash payments have been made.

The former holder of the option, and certain of its shareholders, have filed actions alleging
improper assignment of the option to the Company and are seeking rescission of the
assignment. The outcome of the actions is not determinable at this time. No trial date has
been set and the plaintiff has not advanced the proceedings since 1990.

3. Office equipment:

March 31, December 31,
1995 1994 1993
(unaudited)
Office equipment $ 9,465 $ 9,065 $ 8,531
Less accumulated depreciation 4,852 4,722 4,245

$ 4,613 $ 4,343 '$ 4,286




CANQUEST RESOURCE CORPORATION

Notes to Financial Statements, page 4

Three months ended March 31, 1995, and 1994 (unaudited)
Years ended December 31, 1994, 1993, 1992, 1991 and 1990

4. Promissory notes:

The promissory notes have no specific terms of repayment and bear interest at prime plus 2% per
annum.

5. Capital stock:
(@) Authorized:

The authorized share capital of the Company is 4,000,000 class B shares without par value,
and an unlimited number of class A shares without par value.

The class B shares are non-voting, are not entitied to any dividends and in the event of
liquidation, dissolution, or wind-up of the Company, the holders are entitled to receive a
distribution to the extent of $0.03 per share in priority to the class A shareholders. During
1986, the class B shares were called for conversion on a one-for-one basis into class A shares
or for redemption at $0.03 per share prior to June 30, 1986. The Company extended the
expiry date for conversion into class A shares until December 30, 1993, at which time, only
the redemption option is available to class B shareholders.

The class A shares are voting shares and are entitled to dividends, if declared, and to receive
the residual property of the Company on dissolution.



CANQUEST RESOURCE CORPORATION

Notes to Financial Statements, page 5

Three months ended March 31, 1995, and 1994 (unaudited)
Years ended December 31, 1994, 1993, 1992, 1991 and 1990

5. Capital stock (continued):

(b) Issued and outstanding:

(©)

Class A Class B
Number of Number of
shares Amount shares Amount
Balance, December 31, 1989 3,979,368 $ 670,906 259,912 $ 7,798
Issued for cash 626,667 206,000 - -
Conversion of class B to class A 563,125 1,594 (53,125) (1,594)
Balance, December 31, 1990 4,659,160 878,500 206,787 6,204
Issued for cash (note 5(d)) 1,357,800 457,820 - -
Conversion of class B to class A 1,000 30 (1,000) (30)
Balance, December 31, 1991 6,017,960 1,336,350 205,787 6,174
Issued for cash (note 5(d)) 874,367 227,634 - -
Balance, December 31, 1992 6,892,327 1,563,984 205,787 6,174
Issued for cash (note 5(d)) 2,085,000 417.000 - -
Balance, December 31, 1993 8,977,327 1,980,984 205,787 6,174
Issued for cash 500,000 117,500 - -
Balance, December 31, 1994 and
March 31, 1995 (unaudited) 9,477,327 $ 2,098,484 205,787 $ 6,174

Share purchase warrants:

At March 31, 1995, the Company had the following share purchase warrants outstanding:

Class A shares

reserved for Price
issuance per share Expiry date
350,000 $0.50 September 21, 1996
500,000 $0.25 November 5, 1995
70,000 $0.25 July 31, 1995
160,000 $0.25 May 18, 1996

@
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CANQUEST RESOURCE CORPORATION

Notes to Financial Statements, page 6

Three months ended March 31, 1995, and 1994 (unaudited)
Years ended December 31, 1994, 1993, 1992, 1991 and 1990

5. Capital stock (continued):

(d)

(e)

()

(9)

Flow-through shares:

During the year ended December 31, 1991, the Company issued 316,000 flow-through class
A shares for cash consideration of $143,000 which was expended prior to December 31,
1991.

During 1992, the Company issued 143,200 flow-through class A shares for cash

consideration of $41,200 which was expended prior to December 31, 1992.

During 1993, the Company issued 750,000 flow-through class A shares for cash
consideration of $150,000. At December 31, 1993, a total of $110,327 remained to be
expended and was presented as restricted cash. This amount was expended in 1994,

These and previous years' expenditures related to flow-through share proceeds are initially
included in Mineral Properties but are not available as a tax deduction to the Company as the
tax benefits of these expenditures have been flowed through to the investors.

Escrow shares:

During 1994, the Company's Board of Directors and shareholders approved the issuance of
750,000 ciass A shares to two directors and officers at $0.10 per share. These shares are to
be designated as performance shares in accordance with the rules of the British Columbia
Securities Commission and will not be issued until the Company receives regulatory approval.
As performance shares, they will be held pursuant to an escrow agreement and would not be
released from escrow without the approval of the regulatory authorities.

Share purchase options:

On April 22, 1994, the Company granted incentive stock options to directors and officers to
purchase 1,200,000 class A shares at $0.25 per share for a five year period from the date a
final receipt is issued for the prospectus (note 8(a)). These options are subject to regulatory
approval.

Public offering:

During the year ended December 31, 1994, the Company filed a prospectus with the British
Columbia Securities Commission to qualify a public offering of units and concurrently filed a
listing application with the Vancouver Stock Exchange (the "VSE") to list the Company's class
A shares for trading.

Subsequent to December 31, 1994, the Company elected to allow the prospectus to lapse
and wrote off the offering costs incurred to December 31, 1994 for the prospectus.



CANQUEST RESOURCE CORPORATION

Notes to Financial Statements, page 7

Three months ended March 31, 1995, and 1994 (unaudited)
Years ended December 31, 1994, 1993, 1992, 1991 and 1990

6 . Related party transactions:

(@) During the three month period ended March 31, 1995, the Company was charged fees of
$7,500 (three months ended March 31, 1994 - $10,500; year ended December 31, 1994 -
$30,000; 1993 - $30,000; 1992 - $30,000; 1991 - $30,000 and 1990 - $30,000) for
management services rendered by a company owned by a director.

(b) During the three month period ended March 31, 1995, geological and consuiting fees
totalling $1,550 (three months ended March 31, 1994 - $2,450; year ended December 31,
1994 - $22,640; 1993 - $29,750; 1992 - $25,000; 1991 - $102,200 and 1990 - $23,650)
were charged by directors of the Company.

(c) Promissory notes includes an amount of $10,000 owing to a director of the Company.

7 . Income taxes:

At December 31, 1994, the Company has the following amounts available to reduce taxable
income in future years, the tax benefit of which has not been recognized in the accounts.

Loss for tax purposes expiring in: .

1995 $ 2,000
1996 15,000
1997 77,000
1998 39,000
1999 35,000
2000 5,000
2001 41,000
214,000

Amounts deducted for book purposes in
excess of amounts deducted for tax purposes 529,000
$ 743,000

See also note 5(d) for income tax information regarding flow-through shares.

8. Subsequent events:

(&) On June 19, 1995, the Company entered into an agreement with Canaccord Capital
Corporation ("Canaccord") for the public offering of 1,100,000 non-flow-through class A
shares at $0.25 per share and 1,000,000 flow-through class A shares at $0.27 per share. The
agreement also provides for an increase in the oftering of up to 15% of the total class A shares
offered.




CANQUEST RESOURCE CORPORATION

Notes to Financial Statements, page 8

Three months ended March 31, 1995, and 1994 (unaudited)
Years ended December 31, 1994, 1993, 1992, 1991 and 1990

8. Subsequent events (continued):

(b)

In consideration of Canaccord guaranteeing the sale of all of the shares of the offering, the
Company will grant Canaccord share purchase warrants to purchase up to 525,000 class A
shares at $0.25 per share. In consideration of Canaccord agreeing to act as the Company's
sponsor for its listing application with the VSE, the Company has agreed to issue 120,000
class A shares to Canaccord.

On July 6, 1995, the Company filed a preliminary prospectus with the British Columbia
Securities Commission to qualify the class A shares for issuance and concurrently filed a
listing application with the VSE to list the Company’s class A shares for trading.

Subsequent to March 31, 1995, the Company issued 162,500 class A shares at a deemed
price of $0.25 per share in connection with certain of the mineral property agreements
(note 2(b)(ii) and (iii)). '

9. Comparative figures:

Certain of the prior years comparative figures have been reclassified to conform with the
presentation adopted for the current period.



CANQUEST RESOURCE CORPORATION

Schedule of Mineral Properties

Three months
ended March 31,
1995

— . Years ended December 31,

1994

1993

1992

1991

1980

{unaudited)

Cottonbelt Property:
Acquisition costs and
option payments $ -
Exploration and development
expenditures -

Magnolia Property:
Acaquisition costs and
option payments -
Exploration and development
expenditures -

Microgoid Property:
Acquisition costs and
option payments -
Exploration and development
expenditures -

OK Property:
Acquisition costs and
option payments 10,000
Exploration and development
expenditures 1,550

Other properties:
Acquisition costs and
option payments -
Exploration and development
expenditures -

$ -
67,090

30,000
22,887

55,222

20,000
29,33t

810

$ 12,000
29,665

23,911

22,959

20,000

1,103

2,316

42,723

60,043

22,939

20,000

610

$ -
61,204

10,000

45,196

29,651

20,000

26,139

578

$ -
25,194

32,500
33,530

20,628

20,000

25,703

1,469

$ 11,550

$ 225,340

$ 111,954

$ 146,315

$ 192,768

$ 159,024

Totals:
Acquisition costs and
option payments $ 10,000

Exploration and development
expenditures 1,550

$ 50,000

175,340

$ 32,000

79,954

$ 20,000

126,315

$ 30,000

162,768

$ 52,500

106,524

$ 11,550

$ 225,340

$ 111,954

$ 146,315

$ 192,768

$ 159,024




Schedule “A”

This Agreement is to be executed only by investors wishing to participate in the flow~-through offering of 1,000,000 Flow-Through
Shares pursuant to the Prospectus of CanQuest Resource Corporation dated @

FLOW-THROUGH SHARE PARTICIPATION AGREEMENT
This Flow—-Through Share Participation Agresment must be duly executed and returned by the investor or his duly appointed

attorney, to the Company, the Agent, or a selling participant within 88 days after the Offering Day as defined in the Prospectus,
or the investor will not be entitled to receive any “flow—through” tax treatment for his subscription.

THIS AGREEMENT is made the day of , 1995.

BETWEEN:
CANQUEST RESOURCE CORPORATION, a company continued
under the laws of the Province of Alberta, having an office at
830 - 470 Granville Street, Vancouver, British Columbia, V6C 1V5
(the “Company’)

OF THE FIRST PART

AND:
EACH OF THE PERSONS LISTED IN APPENDIX |
(the "Investors”)
OF THE SECOND PART
WHEREAS:
A The Company is a principal-business corporation within the meaning of subsection 66(15) of the Income Tax Act of

Canada (the “Act”);

B. Pursuant to a Prospectus dated July e, 1995 (the "Prospectus”) to which this Agreement is attached, the Investors have
agreed to subscribe for Flow-Through Shares, each Flow-Through Share consisting of one flow—-through Class "A” voting common
share in the capital stock of the Company, which constitutes a8 “flow-through” share for the purposes of the Act (the “Flow-
Through Share” and collectively the “Flow-Through Shares”.)

C. The Company has agreed to apply the subscription funds allocable to the Flow-Through Shares received from the
investors towards carrying out the exploration program described in the Prospectus (the “Exploration Program®) and to incur
Canadian Exploration Expense (CEE”) as defined in subsection 66.1 (6) of the Act, in an amount not less than the consideration
received by the Company from the investors for the Flow-Through Shares;

D. With respect to the Flow-Through Shares, the Company has further agreed to renounce, within the time and in the
manner prescribed by the Act, to the investors the CEE incurred by it in an amount equal to the consideration received by the
Company for the Flow-Through Shares.

NOW THEREFORE THIS AGREEMENT WITNESSES that in and for the consideration of the premises and the covenants and the
agreement herein contained, the parties hereto agree as follows:

1. Subscription

Each Investor hereby subscribes for that number of Flow-Through Shares as is indicated beside his name in Appendix | hereto
at a price of $0.27 per Flow-Through Share in accordance with the terms of the Flow-Through Share Offering described in the
Prospectus and concurrently with the execution of this Agreement tenders money to the Company in full payment of the
subscription proceeds therefor.

2 Deposit of Subscription Proceeds and Issuance of Flow—Through Shares
The Company shall, following receipt of the subscription proceeds for the Flow-Through Shares:

(a) deposit all of the subscription proceeds paid by the Investors for the Flow-Through Shares {the “Flow-
Through Consideration”) into a separate bank account (the “Exploration Fund®) established by the
Company for the purpose of financing the Exploration Program; and

{b) issue the Flow-Through Shares and deliver certificates representing the Flow-Through Shares to the
Investors, all in accordance with their respective subscriptions.



3 incurring CEE

The Company hereby agrees that it shall incur, within 24 months from the effective date of this Agreement (being the date that
the parties have executed this Agreement), CEE and in an amount not less than the Flow-Through Consideration. The Company
agrees to ensure that none of the expenses incurred by the Company will constitute Canadian exploration and development
overhead expense (“CEDOE") as that term is defined for the purposes of the Act.

4. Company’s Discretion to Substitute Exploration Program

While it is the intention of the Company to use the Flow-Through Consideration to carry out the Exploration Program, should the
Directors of the Company determine that it is in the best interest of the Company to undertake substitute exploration programs
on differant Canadian properties, so long as such expenditures entail the incurring of CEE and none of the sxpenses constitute
CEDOE, the Company shall be free to do so.

5. Separate Account

For ease of administration, the Company shall deposit all the Flow-Through Consideration received by it into the Exploration Fund.
However, the Investors acknowledge that the Exploration Fund is the property of the Company.

6. Interest

Any interest earned on the Exploration Fund will accrue to the Company, and the Company wili not be required to renounce CEE
which may be earned by the expenditere of such interast, in faveur of the investors.

7. Additional Investors to Participate in Exploration Programs

The Investors acknowledge that the Company may entar into othsr transactions pursuant to which flow-through shares are to
be issued. If this happens, the funds received under such transactions will be deposited in a bank account separate from the
Exploration Fund. The Company will expend the funds from aech separate account, including the Exploration Fund, in the order
of the reference dates of the flow—-through participation agreements, such that the subscription funds from the oldest “flow-
through” financing shall always be spent first and renunciations made in respect of such expenditures before any renunciations
are made in respect of any exploration expenditures that are financed from subsequent financings.

8. Exploration Benefits

The Investors will not acquire any rights in properties of the Company, inciuding property acquired out of the Exploration Fund.
Any other benefits derived from suoh expenditures, including assessmeat work credits and governmental incentives will accruc
exclusively to the Company.

9. Compietion Dates for Exploration Program

The Company agrees to use its best efforts to expend the Flow-Through Consideration on the Exploration Program on or before
February 29, 1996 but, in any event, if this is not possible, shall expend the Flow-Through Consideration in accordance with this
Agreement not later than 24 monthg from the effective date of this Agreement.

10. Renunciatien

The Company shall renounce to the investors in respect of the Flow-Through Shares on a pro rata basis the amounts of CEE
incurred by it using the Flow—Through Consideration as follows:

(a) where the CEE is incurred in 1995, the Company shall renounce the CEE so incurred to the Investors with effect
no later than December 31, 1995;

(b) where the CEE is incurred by the Company after December 31, 1995 and on or before February 29, 1996 and
sach of the requirements of subsection 86(12.66) of the Act are satisfied in respect of such CEE, the Company
shail renounce to the investors, no later than March 30, 1896 an amount equal to the amount of such CEE so
incurred with the effective date of such renunciation specified for the purposes of the Act to be December 31,
1995; and

(c) subject to paragraph 3, where the CEE is incurred after 1995 and has not been renounced under subparagraph
10(b), the Company shall renounce tha CEE so incarred to the invesiars with effect no later than the date on
which the renunciation is made.

Notwithstanding and in addition to the above, the parties agree that:
(d) the Company shalil, before March of the first calendar year beginning after the period specified by paragraph
3 for incurring CEE has expired, renounce to the Investors all amounts in respect of CEE incurred by the

Company using the Flow-Through Consideration and which it is permitted by the Act to renounce;

(e} the amount renounced by the Company to an investor in respect of a Flow-Through Share shall not exceed the
consideration received by the Company for the Flow-Through Share;




) the Company shall not be required to renounce to an Investor in respect of a Flow-Through Share an amount
in excess of the limits set out in the Act; and

{g) the Company shall, in respect of each renunciation, file the form prescribed for that purpose, in the manner and
within the time specified by the Act.

11. Company not to Claim Deductions in Respect of CEE

The Company acknowledges that it has no right to claim any deduction for CEE or depletion of any sort in respect of CEE it incurs
in pursuing its exploration programs and renounces to Investors pursuant to this Agreement, and covenants not to claim any such
deduction when preparing its tax returng from time to time.

12. Reports to investor

On or before March 30, 1996 the Company shail prepare and forward to investors a report on the total amount of CEE financed
out of the Exploration Fund, incurred by the Company and renounced to the Investors to date. Thereafter the Company shall
provide such reports to Investors within 30 days of the renunciation of such CEE by the Company to the Investors.

13. Representations and Warranties of the Company

The Company represents and warrants to the Investors the following:

(a) the Company has full power and authority to enter into this Agreement, to accept the Investors’ subscriptions
for Flew-Through Shares, and to do all other acts which may be necessary to consummate the transaction
contemplsted hereby;

(b) the Company is a “principal-business corporation” as that expression is defined in subsection 86(15) of the Act;

(c) the issue of the Flow-Through Shares will, at the time of their issuance, have been approved by all requisite
corporate action and the Flow-Through Shares will, upon issue and delivery, be validly issued as fully paid and
non-assessable;

(d) the Flow-Through Shares will qualify as “flow—through shares” as described in subsection 66(15) of the Act;

(e) at the time of their issuance, the Flow-Through Shares will not be "prescribed shares” as that expression is
defined in saction 8202.1 of the regulations under the Act.

14. Reprasentations and Warrantiea af the Investor
Each Investor warrants and represents that he, she or it is a bona fide investor and that:

(a) the Flow-Through Shares haing asquired pursuant to this Agreement are being acquired by the Investor as
principal on his, her or its own behaif and not on behaif of any third party;

(b) the investor is not presently a “controi person”, as that term is defined in the Securities Act of British Columbia
{the “Seaurities Act”), or the Comnany and does not intend te act in concert with any other person to form a
control group;

{c) the investor has no knowledge of a “material fact” or “material change”, as those terms are defined in the
Securities Act, in the affairs of the Company that has not been generally disclosed to the public, save knowledge
or this particular transaction;

{d) if the Investor purchases the Flow-Through Shares in circumstances where a Prospectus is required, the
Investor acknowledges receipt of a Prospectus from the Company in respect of the Flow-Through Shares.

15. The Company to File
The Company shall file with the Minister of National Revenus the prascribed form (T100) referred to in subsection 66(12.68) of
the Act together with a copy of the Progpectus and this Agreement to issue the Flow-Through Shares on or before the last day
of the month following the eariisr of:
(a) the month in which any agreement to issoe the Flow-Through Shares is entered into; and
{b) the month in which any "selling instrument” as thet term is defined in subsectinn 66(15) of the Act relating to
the Offering made by way of the Progpectus of the Company dated e is first delivered to the investors or other
potential investors of the Company.
The Company shall also file with the Minister of National Revenue the requisite information returns to effectively rencunce the
CEE to the Investors, including Form T101 Summary and Form T101 Supplementary on or before the last day of the month in

which the renunciation is made.

The Company shall pay any penalties assessed for late filings out of its working capital.



The Company shall also file with the Minister of National Revenue any amendment to this Agresment, utilizing the applicable
identification number.

16. Audit by the Minister of National Revenue
The Investor acknowledges that the Minister of National Revenue may audit the expenditures of the Company used to incur the
CEE renounced to the Investors and may request a reduction of the amount of CEE so renounced or make such reduction on its

direction. In the event that such reduction occurs the Investors agree to share the reduced CEE pro rata to the Investors’
subscriptions.

17. Books and Ledgers
The Company shall keep up-to-date books and account ledgers and other required files into which shali be entered all
transactions relating to the activities of the Company and its exploration programs. These books and ledgers shal! be available

for inspection by the Investors at all times during ordinary business hours. Information is available to the Investors only when
the same may be publicly disclosed.

18. Amendments
Amendments to this Agreement may only be made with ths written consent of the Company and the Investors.
19. Entire Agresment

The present Agreement constitutes the entire agreement between the parties hereto and there exists no representation, warranty
or covenant express or implied, written or verbal, other than sxpressed hersin.

20. Applicable Law

This Agreement shall be governed by and interpreted according to the laws of the Province of British Columbia and the parties
hereto agree to submit to the jurisdiction of the courts of British Columbia any questions arising therefrom.

21. Further Assurances

The parties hereto covenant and agree to execute and deliver such further agreesments, documents and writings and provide such
further assurances as may be required by the parties to give effect to this Agreement.

22, Income Tax Act
Reference to the income Tax Act (Canada) herein includes reference to any amendments thereto from time to time.
23. Enurement

This Agreement shall enure to the benefit of and be binding upon the parties hereto, their respective heirs, executors,
administrators, successor and assigns.

24. Company’s Acceptance

The power of attorney form, the form of which is attached as Schedule “B” to this Prospectus, whan executed by an Investor and
delivered to the Company, will constitute a subscription for Flow-Through Shares which wiil not be binding on the Company until
accepted by the Company by exacuting the Agreement in the space for execution by the Company provided below. Upon such
scceptance of the subscription by the Company, an agreement will be antered into, effective and deemed to be dated as of the
date of such acceptance by the Company, as indicated on the first page of this Agreement.




IN WITNESS WHEREOF the parties have hereunto set their hands and corporate sesls as of the day and year first above written.

The Corporate Seal of CANQUEST RESOURCE
CORPORATION was hereunto sffixed in the presence of:

Cc/s

Authorized Signatory

Authorized Signatory

S —— ——r — — " — —— —

SIGNED, SEALED AND DELIVERED
by Subscriber in the presence of:

Witness

Subscriber

Address

Occupation



APPENDIX |

Name and Address of investor Number of Flow—Through Shares




Schedule “B”

POWER OF ATTORNEY

TO: CanQuest Resource Corporation
830 - 470 Granville Street
Vancouver, British Columbia
V6C 1V5

(the “Company”)

Re: Flow—Through Share Participation Agreement and Participation in the Flow—-Through Share Offering pursuant to
the Company’s Prospectus dated {the “"Prospectus”)

The undersigned investor hereby irrevocably nominates, constitutes and appoints JOHN BISSETT, President and Chief
Executive Officer, or aiternatively, IAN de WOLFE SEMPLE, Vice—President, respectively, of the Company, (the
~Attorney”), with full force and power of substitution, as his agent and true and lawful attorney to act on behalf of the
undersigned with full power and authority in his name, place and stead to execute, acknowledge, date, deliver, file and
record as and where the Attorney considers it appropriate, the Flow-Through Share Participation Agreement (the
~Agreement”) in the form which accompanies the Prospectus as Schedule“A” thereto, and any amendment, change or
modification of that Agreement, subject to the terms of the Agrsement.

The undersigned agrees to be bound by any representation and action of the Attorney made or taken in conformity with
this Power of Attorney. This Power of Attorney shall be irrevocable and shall bind the undersigned, his heirs, executors,
administrators, successors and assigns, as the case may be, notwithstanding the death, incapacity or bankruptcy of
the undersigned.

The Attorney shall have the power to execute the Agreement in the name of the undersigned pursuant to this Power

of Attorney by affixing his signature with the indication that the Attorney is acting on bshalf of the undersigned.

DATED . 1995,

THIS POWER OF ATTORNEY MUST BE DULY EXECUTED AND RETURNED BY THE UNDERSIGNED TO THE AGENT OR
SELLING PARTICIPANT WITHIN 88 DAYS AFTER THE OFFERING DAY OR THE UNDERSIGNED WILL NOT BE ENTITLED TO
RECEIVE ANY “FLOW-THROUGH" TAX TREATMENT FOR HIS/HER SUBSCRIPTION.



SIGNED, SEALED AND DELIVERED by the
Investor in the presence of :

if the undersigned is an individuat:

Signature of Witness

Name of Witness (Please Print)}

Address

City snd Province

Postal Code

Occupation

) Signature of Investor

) Name of Investor (Plsase Print)

) Resident Address
)
)
) City and Province
}
)
) Postal Code
)
)
) Social Insurance Number of Investor

If the undersigned is a corporation:

THE CORPORATE SEAL of the Investor
was hereto affixed in the presence of:

Name of Corporation

Authorized Signatory

Name (Please Print)

Office Held

Address of Corporation

City and Province

Postal Code

Corporation Account Number

) c/s




