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THE GOVERNMENT OF 
f>l£ PROVINCE OF BRITISH COLUMBIA 

Form 12 
Securities Act 

Date Accepted n _ _ _ 
For F i l i n g * ^ 2 4 ' 1 9 7 7 

SUPERINTENDENT OF BROKERS 
AND 

VANCOUVER STOCK EXCHANGE 
VANCOUVER CURB EXCHANGE 

STATEMENT OF MATERIAL FACTS 
• . • 

VANCOUVER CURB EXCHANGE 
Name of Exchange 

. • .. 

CONSOLIDATED CIWOLA MINES LTD. (N.P.L.) 
Name oflssuer 

3510 - Kingsway, Vancouver, B r i t i s h C o l u m b i a 
Address of Head Office of Issuer 

1650 - 777 Hornby S t r e e t , V a n c o u v e r , B r i t i s h C o l u m b i a 
Address of Registered Office of Issuer 

3510 - Kingsway, Vancouver, B r i t i s h C o l u m b i a 
Address of Records Office (Section 38 — Companies Act) 

• . 
CROWN TRUST COMPANY, 455 Howe S t r e e t , V a n c o u v e r , B. C 

Name & address of Registrar & Transfer Agent 
for Issuer's shares in British Columbia. 

-

i ' * 
Neither the Superintendent of Brokers nor the Vancouver Stock Exchange/Vancouver Curb Exchange has in any 
way passed upon the merits of the securities offered hereunder and any representation to the contrary is an 
offence. 



1. DETAILS OF THE CIRCUMSTANCES RELATING TO THE 
OFFERING OF SECURITIES 

By an Agreement d a t e d t h e 1 8 t h day o f May, 1977, C o n s o l i d a t e d 
C i n o l a Mines L t d . (N.P.L.) ("the I s s u e r " ) , a p p o i n t e d C o n t i n e n t a l C a r l i s l e 
Douglas L t d . o f 600, 789 West Pender S t r e e t , Vancouver, B r i t i s h C o l u m b i a , 
("the Agent") t o use i t s b e s t endeavours i n s e l l i n g t o t h e p u b l i c 300,000 
s h a r e s o f t h e I s s u e r , a t n o t l e s s t h a n 35C p e r s h a r e . 

S i n c e t h e Agency Agreement p r o v i d e s t h a t t h e s h a r e s w i l l be 
s o l d a t a p r i c e t o the I s s u e r o f 35t p e r s h a r e o r a t such g r e a t e r p r i c e as 
may be e f f e c t e d , t h e I s s u e r c a n n o t p r o v i d e an e s t i m a t e o f t h e n e t p r o c e e d s 
t o be d e r i v e d from t h e O f f e r i n g . However, i f a l l t h e s h a r e s o f f e r e d h e r e u n a ^ 
a r e s o l d a t a p r i c e o f 35t per s h a r e , t h e Company w i l l r e c e i v e $105,000.00 
l e s s c o mmissions. Other t h a n as h e r e i n b e f o r e d i s c l o s e d , t h e r e a r e no 
u n d e r w r i t i n g d i s c o u n t s o r commissions. 

The s h a r e s w i l l be o f f e r e d t o t h e p u b l i c t h r o u g h the f a c i l i t i e s 
o f t h e Vancouver Curb Exchange a t t h e market p r i c e p r e v a i l i n g from t i m e t o 
time f o r a p e r i o d o f t h i r t y b u s i n e s s days from t h e e f f e c t i v e d a t e . The 
e f f e c t i v e d a t e s h a l l be t h a t d a t e on w h i c h t h i s Statement o f M a t e r i a l F a c t s 
i s a c c e p t e d f o r f i l i n g by the Vancouver Curb Exchange. The A g e n t s h a l l 
r e c e i v e an a g g r e g a t e f e e o f $500.00 on t h e e f f e c t i v e d a t e and 6% o f g r o s s 
s a l e s a t t h e time t h e s h a r e s a r e s o l d . I n t h e e v e n t t h a t a l l s h a r e s a r e 
s o l d , t h e Agent w i l l r e c e i v e an a d d i t i o n a l 1 1/2% o f g r o s s s a l e s l e s s t h e f e e 
of $500.00 a t t h e c o m p l e t i o n o f t h e O f f e r i n g . 

D i r e c t o r s and I n s i d e r s o f t h e I s s u e r may p u r c h a s e s h a r e s f r o i . 
t h i s O f f e r i n g . 

The A g e n t , s u b j e c t t o t h e by-laws o f t h e s a i d Exchange, may 
buy and s e l l s h a r e s f o r t h e purpose o f m a i n t a i n i n g an o r d e r l y m a r k e t d u r i n g 
the p e r i o d t h a t t h e s h a r e s t o be s o l d hereunder a r e b e i n g d i s t r i b u t e d t o t h e 
p u b l i c and may be c o n s i d e r e d t h e market maker d u r i n g t h a t p e r i o d . The A g e n t 
does n o t b e n e f i c i a l l y own any s h a r e s o f t h e I s s u e r . 

The number and p e r c e n t a g e o f t h e i s s u e d and o u t s t a n d i n g 
s e c u r i t i e s of each c l a s s o f t h e I s s u e r b e n e f i c i a l l y owned, d i r e c t l y o r i n ­
d i r e c t l y , by p r o m o t e r s , d i r e c t o r s , s e n i o r o f f i c e r s , and p e r s o n s h o l d i n g 
10% or more of t h e i s s u e d s h a r e s , as a group, a r e as f o l l o w s : 

Number o f Shares P e r c e n t a g e 

473,000 23.2% 



The b e n e f i c i a l s h a r e h o l d e r s o f t h e Agent h o l d i n g d i r e c t l y o r 
i n d i r e c t l y more t h a n 5% o f t h e i s s u e d s h a r e s a r e : 

C o n t i n e n t a l C a r l i s l e Douglas L t d . 

Name and A d d r e s s Number o f Shares P e r c e n t a g e 

Angus I . M a c P h a i l 
600 - 789 West Pender S t . , 
Vancouver, B . C . 256 25.50% 

G. R o b e r t Fay, 
600, 789 West Pender S t . , 
Vancouver, B. C. 256 25.50% 

Douglas A. Scammell 
600 - 789 West Pender S t . , 
Vancouver, B. C. 122 12.25% 

John N. C a r l i s l e 
600 - 789 West Pender S t . , 
Vancouver, B. C. 61 6.125% 

• 

D a v i d J . Douglas 
600, 789 West Pender S t . , 
Vancouver, B. C. 61 6.125% 

Thomas L. T a y l o r 
600, 789 West Pender S t . , 
Vancouver, B. C. 61 6.125% 

• 

Dean Duggan 
600 - 789 West Pender S t . , 
Vancouver, B. C. 61 6.125% 

• 

J . A r t h u r C h a r p e n t i e r 
600, 789 West Pender S t . , 
V a n c o u v e r , B . C . 61 6.125% 

R i c h a r d J . Broad 
600, 789 West Pender S t . , 
Vancouver, B. C. 61 • 6.125% 



The range o f t h e market p r i c e o f t h e s h a r e s o f t h e I s s u e r and t h e 
volume o f s h a r e s f o r each o f t h e f o u r weeks i m m e d i a t e l y p r e c e d i n g the 
d a t e o f the c e r t i f i c a t e s t o t h i s Statement o f M a t e r i a l F a c t s on t h e 
Vancouver Curb Exchange (the o n l y Exchange on w h i c h s h a r e s o f t h e 
Company a r e tr a d e d ) i s as f o l l o w s : 

Week M a r k e t Range Volume 
H i g h Low C l o s e 

A p r i l 18 - A p r i l 2 2nd 19*5 18 19 41,700 
A p r i l 25 - A p r i l 2 9 t h 173s 16 17 3,200 
May 2 - May 6 t h 26 16h 26 535,800 
May 9 - May 13th 37 21 36 99,500 

2. PARTICULARS CONTRIBUTING TO THE SPECULATIVE NATURE 
OF THE SECURITIES BEING OFFERED. 

The p r o p e r t y o f t h e I s s u e r on w h i c h p a r t o f t h e p r o c e e d s from t h e 
s a l e o f t h e s e c u r i t i e s o f f e r e d by t h i s S tatement o f M a t e r i a l F a c t s a r e t o 
be s p e n t , a r e w i t h o u t a known body o f c o m m e r c i a l o r e and t h e p r o p o s e d 
programme i s an e x p l o r a t o r y s e a r c h f o r o r e . 

The s h a r e s o f the I s s u e r must be c o n s i d e r e d s p e c u l a t i v e s e c u r i t i e s 
as t h e I s s u e r ' s m i n i n g p r o p e r t i e s a r e i n t h e e x p l o r a t i o n and development 
s t a g e . 

No s u r v e y s have been made o f t h e M i n e r a l C l a i m s a c q u i r e d i n t h e 
Queen C h a r l o t t e I s l a n d s ("the Queen C h a r l o t t e P r o p e r t i e s " ) t o w h i c h 
r e f e r e n c e i s made l a t e r i n t h i s S tatement o f M a t e r i a l F a c t s and, t h e r e f o r e , 
i n a c c o r d a n c e w i t h t h e M i n i n g Laws o f t h e j u r i s d i c t i o n i n w h i c h such C l a i m s 
ar e s i t u a t e , t h e i r e x i s t e n c e and a r e a c o u l d be i n doubt. 

3. DETAILS OF ANY MATERIAL CHANGES OR PROPOSED MATERIAL CHANGES 
IN THE AFFAIRS OF THE ISSUER. 

• 

The I s s u e r s e n t Donald W. T u l l e y , P.Eng. t o examine t h e Company's 
Queen C h a r l o t t e I s l a n d p r o p e r t i e s e a r l i e r t h i s month and he has s u b m i t t e d 
an E n g i n e e r i n g R e p o r t d a t e d May 1 6 t h , 1977, which recommends an e x p l o r a t i o n 
budget o f $87,000.00, a copy o f w h i c h R e p o r t appears i n t h i s S t a t e m e n t o f 
M a t e r i a l F a c t s . 



4. THE ESTIMATED NET PROCEEDS OF THE ISSUER ARE TO BE SPENT: 

A l t h o u g h i t i s n o t p o s s i b l e t o d e t e r m i n e t h e a c t u a l p r o c e e d s 
o f the O f f e r i n g o f t h e s h a r e s p u r s u a n t t o t h i s S tatement o f M a t e r i a l 
F a c t s , i n the e v e n t t h a t a l l o f t h e 300,000 s h a r e s a r e s o l d a t a minimum 
p r i c e o f 35C p e r s h a r e , t h e p r o c e e d s would be $105,000 - 00 l e s s c o m m i s s i o n 
o f $ 7 , 8 7 5 . f o r a n e t o f $97,125.00. The p r i n c i p a l p u r pose f o r w h i c h 
the e s t i m a t e d n e t p r o c e e d s o f t h e s a l e o f t h e s e c u r i t i e s o f f e r e d by t h i s 
S t atement o f M a t e r i a l F a c t s are t o be spe n t i n o r d e r o f p r i o r i t y as 
f o l l o w s : 

(a) E n g i n e e r i n g R e p o r t Budget 
(b) G e n e r a l C o r p o r a t e purposes 

- $87,000.00 
- $10,125.00 

$97,125.00 

• 

• 

• 

5. THE FULL NAME, HOME ADDRESS AND CHIEF OCCUPATION, THE NUMBER OF 
SHARES OF THE ISSUER BENEFICIALLY OWNED, DIRECTLY AND INDIRECTLY, 
BY EACH SENIOR OFFICER OR DIRECTOR OF THE ISSUER AND I F 
EMPLOYED DURING THE PAST FIVE YEARS THE NAME OF EACH EMPLOYER 

Name and A d d r e s s 

Kenneth George Sanders 
1940 L i m e r i c k P l a c e , 
N o r t h V a n c o u v e r , B.C. 

P r e s i d e n t & D i r e c t o r 

C h i e f O c c u p a t i o n 

G e o l o g i s t , 
S e l f employed 

Number o f S h a r e s o f I s s u e r 
B e n e f i c i a l l y Owned  

25,000 

W i l l i a m Thompson 
3510 Kingsway, 
Vancouver, B. C. 
S e c r e t a r y & D i r e c t o r 

I v o n S h e a r i n g 
1160 West 1 0 t h , 
Vancouver, B. C. 
D i r e c t o r 

D i r e c t o r and 
P a s t P r e s i d e n t 

P r e s i d e n t and 
A d m i n i s t r a t o r -
K a b a l a r i a n P h i l o s o p h y 

25,000 

130,125 



Name and A d d r e s s C h i e f O c c u p a t i o n 

Ross B a i l e y , 
908 - W7th Ave., 
V a n c o u v e r , B.C. 
D i r e c t o r 

R o b e r t S t e i n e r 
371 - 5 6 t h S t r e e t , 
D e l t a , B. C. 
D i r e c t o r 

Businessman 

• 

S e l f employed, 
C o n s u l t i n g 
G e o l o g i s t 

Number o f Shares o f 
I s s u e r B e n e f i c i a l l y owner 

82,626 

• 

N i l 

6. PARTICULARS OF THE CORPORATE STANDING OF THE ISSUER: 

The Company was i n c o r p o r a t e d on F e b r u a r y 7 t h , 1962, under 
C e r t i f i c a t e #52,623, as C i n o l a Mines L t d . (N.P.L.) and c o n s o l i d a t e d i t s 
c a p i t a l one f o r two on t h e 1 0 t h o f J a n u a r y , 1973, a t w h i c h time i t s name 
was changed t o C o n s o l i d a t e d C i n o l a Mines L t d . (N.P.L.). 

The l a s t A n n u a l R e p o r t o f t h e Company was f i l e d w i t h t h e R e g i s t r a r 
of Companies on F e b r u a r y 11, 1977, and a l l f i l i n g s r e q u i r e d t o be made 
under t h e S e c u r i t i e s A c t and Companies A c t o f t h e P r o v i n c e o f 
B r i t i s h C o l u m b i a a r e u p - t o - d a t e . 

. 

The Company's l a s t p r e p a r e d a u d i t e d f i n a n c i a l s t a t e m e n t s a r e as o f 
t h e y e a r ended December 3 1 s t , 1976, and on t h e 7 t h day o f March, 1977, t h e 
Company's a u d i t e d f i n a n c i a l s t a t e m e n t s were m a i l e d t o a l l s h a r e h o l d e r s and 
t h e 1977 A n n u a l G e n e r a l M e e t i n g was h e l d on t h e 29th o f March, 1977. 

The I s s u e r i s p r i m a r i l y engaged i n t h e b u s i n e s s o f e x p l o r i n g and 
d e v e l o p i n g n a t u r a l r e s o u r c e p r o p e r t i e s . 

7. THE AUTHORIZED AND ISSUED SHARE CAPITAL OF THE ISSUER. 

The a u t h o r i z e d c a p i t a l o f t h e I s s u e r c o n s i s t s o f 5,000,000 s h a r e s 
w i t h o u t p a r v a l u e , o f w h i c h t h e r e a r e i s s u e d on the d a t e h e r e o f 
2,035,225 s h a r e s as f u l l y p a i d . 

• 



8. THE PRICES AT WHICH SECURITIES OF THE ISSUER HAVE BEEN ISSUED 
DURING THE PAST YEAR: 

D u r i n g the p a s t t h i r t y d a y s , 400,000 T r e a s u r y s h a r e s have been i s 
a t a p r i c e o f 16%$ per sha r e 

9. PARTICULARS OF ANY BONDS, DEBENTURES, NOTES, MORTGAGES, CHARGES, 
LIENS OR HYPOTHECATIONS OF THE ISSUER. 

No bonds, d e b e n t u r e s , n o t e s , mortgages, c h a r g e s , l i e n s o r 
h y p o t h e c a t i o n s have been made o r i s s u e d by t h e I s s u e r . 

10. PARTICULARS OF IMPORTANT PROPERTIES PRESENTLY OWNED, LEASED, 
HELD UNDER OPTION OR OPERATED BY THE ISSUER OR ANY SUBSIDIARY 
THEREOF OR PROPOSED TO BE OWNED, LEASED, HELD UNDER OPTION OR 
OPERATED BY THE ISSUER OR ANY SUBSIDIARY THEREOF. 

• 

R o s s l a n d P r o p e r t y 
The Company owns o u t r i g h t t h e M i d n i g h t Crown G r a n t e d M i n e r a l C l a i m , 

L o t 1186, one m i l e west o f the C i t y o f R o s s l a n d . T h i s p r o p e r t y was under 
development by Sand Mines L t d . o v e r two y e a r s and i s c u r r e n t l y s h u t down. 
The C l a i m was b e i n g d e v e l o p e d by Sand Mines L t d . p u r s u a n t t o an Agreement 
i n w r i t i n g d a t e d November 6 t h , 1974, p r o v i d i n g f o r t h e payment by Sand 
Mines L t d . t o t h e I s s u e r o f 20% n e t s m e l t e r r e t u r n s . I t i s a n t i c i p a t e d 
by t h e I s s u e r t h a t t h i s Agreement w i l l be s u r r e n d e r e d t o t h e I s s u e r f o r 
c a n c e l l a t i o n , and i t i s i n t e n d e d t o l e a v e t h e M i d n i g h t C l a i m dormant f o r 
t h e p r e s e n t time and w i t h no e x p e n d i t u r e b e i n g made i n c o n n e c t i o n w i t h 
t h e s a i d C l a i m o t h e r than f o r c u r r e n t t a x e s w i t h o u t p r i o r a p p r o v a l b e i n g 
sought from t h e Vancouver Curb Exchange. 

Queen C h a r l o t t e P r o p e r t i e s 

By Agreement d a t e d A p r i l 7 t h , 1977, Kenneth G. S a n d e r s , P r o f e s s i o n a l 
E n g i n e e r , o f 1940 L i m e r i c k P l a c e , N o r t h Vancouver, B. C , o b t a i n e d from 
Efrem Specogna o f 161 Ce n t e n a r y D r i v e , Nanaimo, B. C. o p t i o n t o a c q u i r e 
t h e f o l l o w i n g M i n e r a l C l a i m s : 

BABE 
BABE 
BABE 
BABE 
BABE 

1 
9 

18 
24 
30 

8 
17 
23 
29 
31 

#34966/973 
#35222/35230 
#36578/36583 
#36601/606 
#36746/47 



BABE 32 #36748 
RIC 1 - 1 2 #36589/600 
RIC 20 - 26 F r . #36739/745 

• 

a l l o f w h i c h m i n e r a l c l a i m s a r e s i t u a t e i n t h e Skeena M i n i n g D i v i s i o n 
i n t h e P r o v i n c e o f B r i t i s h C o l u m b i a . 

11. PARTICULARS OF THE COST OF PROPERTIES ACQUIRED BY THE ISSUER 
OR ANY SUBSIDIARY THEREOF WITHIN THE PAST THREE YEARS OR 
PROPOSED TO BE ACQUIRED BY THE ISSUER OR ANY SUBSIDIARY THEREOF. 

The f u l l p r i c e f o r t h e Queen C h a r l o t t e P r o p e r t i e s i s $1,000,000.00 
w i t h a down payment o f $7,500.00 and $7,500.00 q u a r t e r l y u n t i l J a n u a r y 15, 
1979, t h e n $10,000.00 q u a r t e r l y u n t i l J a n u a r y 15, 1980, t h e n $25,000.00 
q u a r t e r l y u n t i l J a n u a r y 15, 1981, t h e n $50,000.00 q u a r t e r l y u n t i l t h e 
b a l a n c e o f t h e $1,000,000.00 be p a i d (Mr. Sanders has made t h e $15,000.0l> 
f i r s t two payments). There i s f u r t h e r p r o v i s i o n f o r t h e p u r c h a s e p r i c e 
b e i n g r e d u c e d t o t h e sum o f $350,000.00 i f p a i d f u l l y by A p r i l 7 t h , 1978, 
or $450,000.00 by A p r i l 7 t h , 1979. 

Efrem Specogna s t a k e d t h i s p r o p e r t y seven y e a r s ago and t h e r e has 
been a p p r o x i m a t e l y $500,000.00 s p e n t on e x p l o r a t i o n o f the p r o p e r t y t o 
d a t e . 

• 

Mr. Sanders has agreed t o a s s i g n t h i s O p t i o n Agreement t o t h e I s s u e r 
f o r $15,000.00 c a s h and 300,000 s h a r e s i n t h e c a p i t a l s t o c k o f t h e I s s u e r . 

• 

The 300,000 s h a r e s would be a l l o t t e d as f o l l o w s : 

a) 75,000 on t h e e f f e c t i v e d a t e 
b) 75,000 90 days a f t e r t h e e f f e c t i v e d a t e 
c) 75,000 180 days a f t e r t h e e f f e c t i v e d a t e 
d) 75,000 270 days a f t e r t h e e f f e c t i v e d a t e 

The 300,000 s h a r e s b e i n g a l l o t t e d on t h e e f f e c t i v e d a t e w i l l n o t 
be s o l d u n t i l t h e a p p r o v a l o f t h e Vancouver Curb Exchange and S u p e r i n t e n d e n t 
o f B r o k e r s i s o b t a i n e d and t h e s h a r e s a r e q u a l i f i e d f o r s a l e . 

A l l a l l o t m e n t s and i s s u e o f s h a r e s i n t h e a f o r e s a i d s c h e d u l e w i l l 
r e q u i r e t h e p r i o r a p p r o v a l o f t h e Vancouver Curb Exchange. 



• 

12. THE NAME AND ADDRESS OF ANY PERSON OR COMPANY WHO OR 
THAT IS OR HAS BEEN A PROMOTER OF THE ISSUER WITHIN 
THE PRECEDING TWO YEARS AND THE NATURE AND AMOUNT OF 
ANYTHING OF VALUE RECEIVED OR TO BE RECEIVED FROM THE ISSUER. 

The p r e s e n t Board o f D i r e c t o r s a r e t h e o n l y p e r s o n s t h a t may be 
c o n s i d e r e d t h e p r o m o t e r s o f t h e Company. N o t h i n g o f v a l u e has been 
r e c e i v e d as a promoter. 

13. THE NUMBER OF THE SHARES OF THE ISSUER HELD IN ESCROW 
OR IN POOL AND A BRIEF STATEMENT OF THE TERMS OF THE 
ESCROW OR POOLING AGREEMENTS. 

C e r t i f i c a t e s r e p r e s e n t i n g 276,874 s h a r e s a r e h e l d i n esc r o w and 
221,334 s h a r e s a r e h e l d i n p o o l by Crown T r u s t Company o f 455 -
B u r r a r d S t r e e t , V ancouver, B.C., a l l s u b j e c t t o t h e r e l e a s e w i t h t h e 
w r i t t e n c o n s e n t o f t h e S u p e r i n t e n d e n t o f B r o k e r s and t h e V a n c o u v e r C u r b 
Exchange. These s h a r e s c a n n o t be t r a d e d o r d e a l t w i t h i n any manner 
w i t h o u t t h e c o n s e n t o f t h e Vancouver Curb Exchange. 

14. THE NUMBER OF EQUITY SHARES OF THE ISSUER OWNED BENEFICIALLY, 
DIRECTLY OR INDIRECTLY, BY EACH PERSON OR COMPANY WHO OWNS, OR 
IS KNOWN BY THE SIGNATORIES HERETO TO OWN BENEFICIALLY, DIRECTLY 
OR INDIRECTLY, MORE THAN 10% OF THE EQUITY SHARES OF THE ISSUER. 

Name and A d d r e s s Number o f S h a r e s 

Sand Mines L t d . 
2200 R o y a l T r u s t Tower, 
Edmonton C e n t r e , 210,249 
Edmonton, A l b e r t a 

Vancouver S t o c k Exchange 726,850 
S e r v i c e C o r p o r a t i o n 

536 Howe S t r e e t , 
V ancouver, B r i t i s h C o l u m b i a 



14. ( c o n t i n u e d ) ... 

THE OWNERS OF MORE THAN 10% EQUITY SHARES OF SAND 
MINES LTD. ARE 

Name and A d d r e s s 1 Number o f Shares 

K a b a l a r i a n P h i l o s o p h y 3,200 
908 West 7 t h Avenue, 
V a n c o u v e r , B. C. 

Rock B. R y c r o f t , 5,100 
Box 377, 
R o s s l a n d , B. C. 

C-P . . : . . . . . 
T h i s i n f o r m a t i o n i s p r o v i d e d as o f May 16, 1977. 

15. A BRIEF STATEMENT OF ANY LEGAL PROCEEDINGS TO WHICH THE 
ISSUER OR ANY OF ITS SUBSIDIARIES IS A PARTY OR WHOSE 
PROPERTY IS THE SUBJECT OF SUCH PROCEEDINGS. 

F e d e r a t e d M i n i n g C o r p o r a t i o n L t d.(N.P.L.) ("Federated") has 
commenced an a c t i o n a g a i n s t t h e Company, w h i c h i s d i s p u t e d on t h e b a s i s 
t h a t F e d e r a t e d has d e f a u l t e d under an e a r l i e r p a r t i c i p a t i o n agreement 
i n c o n n e c t i o n w i t h t h e R o s s l a n d p r o p e r t y . There has been no s t e p 
t a k e n by t h e P l a i n t i f f i n t h i s c o n n e c t i o n f o r more t h a n f o u r y e a r s . 

16. THE AGGREGATE DIRECT OR INDIRECT REMUNERATION PAID OR 
PAYABLE BY THE ISSUER AND ITS SUBSIDIARIES DURING THE PAST 
YEAR TO INSIDERS OF THE ISSUE t. 

There has been no r e m u n e r a t i o n , d i r e c t l y o r i n d i r e c t l y , p a i d o r 
p a y a b l e by t h e I s s u e r o r any s u b s i d i a r y t o any I n s i d e r . 

. .. : • 



• . i 

• 

17. BRIEF PARTICULARS OF ALL OPTIONS TO PURCHASE 
SECURITIES OF THE ISSUER UNLESS OTHERWISE DISCLOSED HEREIN 

T h e r e i s no o p t i o n t o p u r c h a s e s e c u r i t i e s o f t h e I s s u e r o u t ­
s t a n d i n g . 

18. THE DATES OF AND PARTIES TO AND THE GENERAL NATURE OF EVERY 
MATERIAL CONTRACT ENTERED INTO BY THE ISSUER OR ANY 
SUBSIDIARY WITHIN THE PRECEDING TWO YEARS WHICH IS S T I L L IN 
EFFECT AND NOT PREVIOUSLY DISCLOSED HEREIN. 

By Agreement i n w r i t i n g d a t e d November 6 t h , 1974, a s amended by 
Agreement d a t e d December 1 3 t h , 1974, w i t h Sand Mines L t d . , t h e Company 
gave t o Sand M i n e s L t d . t h e r i g h t t o o p e r a t e t h e Company's mine a t 
R o s s l a n d under terms i n t e r a l i a t h a t t h e Company pay a 20% n e t s m e l t e r 
r e t u r n on a l l o r e p r o d u c e d . Sand M i n e s L t d . has f o r s e v e r a l months 
c e a s e d t o o p e r a t e under t h e s a i d Agreement and i t i s a n t i c i p a t e d t h a t t h i s 
Agreement w i l l be s u r r e n d e r e d t o t h e Company f o r c a n c e l l a t i o n . 

19. PARTICULARS OF ANY OTHER MATERIAL FACTS RELATING TO THE 
SECURITIES BEING OFFERED AND NOT DISCLOSED UNDER ANY OTHER 
ITEM. 

None. 
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INTRODUCTION 

Q ^ ^ T h i s r e p o r t was p r e p a r e d a t the r e q u e s t o f C0N50L-
IDATEDfMINES LTD. [ N P L j . I t i s based upon a p e r s o n a l exam­
i n a t i o n o f the p r o p e r t y i n the f i e l d on May 10, 11 and 12, 
1977 accompanied by Mr. R. Thomas and a s t u d y o f the a v a i l ­
a b l e e n g i n e e r i n g d a t a . 

The SPECQGNA GOLD PROSPECT i s l o c a t e d i n the 5keena 
M i n i n g D i v i s i o n about 12 m i l e s due s o u t h o f P o r t C l e m e n t s , 
Graham I s l a n d , Queen C h a r l o t t e I s l a n d s , B r i t i s h C o l u m b i a . 
The r o a d d i s t a n c e i s 26 m i l e s on M a c M i l l a n - B l o e d e l h a u l a g e 
r o u t e s [ F i g u r e l ] . 

5UMMARY AND CONCLUSIONS  

• 

The SPECOGNA GOLD PROSPECT c o n s i s t s o f 41 f u l l 
c l a i m s and 7 f r a c t i o n s . 

To d a t e s i x major companies have c o m p l e t e d some 
4,366 f e e t o f diamond d r i l l i n g and 1,977 f e e t o f p e r c u s s i o n 
t e s t h o l e d r i l l i n g as w e l l as s u r f a c e t r e n c h i n g , g e o l o g i c a l 
mapping, g e o c h e m i c a l s o i l s a m p l i n g and l i m i t e d m e t a l l u r g i ­
c a l r e s e a r c h . 

A s t u d y of the a v a i l a b l e d a t a i n d i c a t e s t h a t g o l d 
m i n e r a l i z a t i o n o c c u r s i n a b r e c c i a t e d and s i l i c i f i e d zone 
of r h y o l i t i c v o l c a n i c s and s e d i m e n t s t r e n d i n g n o r t h w e s t -
s o u t h e a s t w a r d o v e r an o v a l - s h a p e d a r e a some 2,BOO f e e t i n 
l e n g t h and 1, D00 f e e t i n w i d t h . The depth i s p r o b a b l y 
somewhat i r r e g u l a r . The d i p i s f l a t [between L - 15 
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d e g r e e s ] t o the n o r t h e a s t . 

T h e r e i s e v i d e n c e t he a r e a o f g o l o m i n e r a l i z a t i o n 
may be open t o the n o r t h and west and a l s o t o the e a s t and 
s o u t h . 

I t i s c o n c l u d e d t h a t the SPECOGNA GOLD PROSPECT 
w a r r a n t s f u r t h e r e x p l o r a t i o n b e c a u s e : 

l j G old m i n e r a l i z a t i o n i s w i d e s p r e a d . There i s e v i d e n c e 
t h a t zones of b e t t e r than the av e r a g e grade so f a r en­
c o u n t e r e d may be p r e s e n t . 

2 J D r i l l i n g t o date has been w i d e l y s p a c e d and e x p l o r a t o r y 
o n l y . 

3] Grade, tonnage and r e c o v e r a b l e g o l d v a l u e s are not 
known from t h e d r i l l i n g and l i m i t e d m e t a l l u r g i c a l r e ­
s e a r c h done so f a r . The e v i d e n c e s u g g e s t s c a r e i n 
a s s a y i n g p r o c e d u r e i s i m p o r t a n t . S i n c e t he r e c o v e r y 
i s t he i m p o r t a n t f e a t u r e o f any ore e s p e c i a l l y low 
grade o r e s t he l o s s i n the t a i l i n g s i s p e r t i n e n t tD 
the u l t i m a t e s u c c e s s o f t h i s ope r a t i o n . 

Any c o n c e n t r a t i o n o f b e t t e r than a v e r a g e g o l d 
v a l u e s , s h o u l d such e x i s t i n s u b s t a n t i a l t o n n a g e s , would 
make t h i s p r o s p e c t a t t r a c t i v e as an open p i t p r o p o s i t i o n . 

A two-phase program o f t e s t i n g i s p r o p o s e d . I n i ­
t i a l l y a program o f 4,000 f e e t o f BQ diamond d r i l l i n g i s 
recommended c o s t i n g an e s t i m a t e d $86,277.00. D u r i n g t he 
f i r s t phase m e t a l l u r g i c a l t e s t i n g o f c o r e s i s s u g g e s t e d 
and s h o u l d be supplemented w i t h i n t e r i m e n g i n e e r i n g 
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• 3. 

e v a l u a t i o n p r o g r e s s r e p o r t s on t h e o b t a i n e d r e s u l t s . Any 
f o l l o w - u p phase would t h e r e f o r e be dependent upon r e s u l t s 
o f t he i n i t i a l program. 

• 

PROPERTY - LOCATION, ACCESS. TOPOGRAPHY 

The p r o p e r t y c o n s i s t s o f 41 f u l l and 7 f r a c t i o n a l 
c l a i m s named the BABE and RIC m i n e r a l c l a i m s . These c l a i m s 
are s i t u a t e d about 26 r o a d m i l e s s o u t h o f P o r t C l e m e n t s , 
Graham I s l a n d , the Skeena M i n i n g D i v i s i o n , B r i t i s h C o l u m b i a . 
The p r o p e r t y l i e s i n a M a c M i l l a n B l o e d e l f o r e s t management 
a r e a and i s s u b j e c t t o company f o r e s t r y r e g u l a t i o n s . 

A c c e s s i s c o n v e n i e n t v i a a good g r a v e l r o a d a l o n g 
the M a c M i l l a n B l o e d e l h a u l a g e r o u t e s from J u s k a t l a to B r a n c h 
Road No. 42. 

The v a l l e y o f the YAKOUN R i v e r l i e s a few k i l o ­
metres s o u t h o f the p r o p e r t y and a c c u m u l a t e s d r a i n a g e from 
t h i s a r e a . At the time o f the e x a m i n a t i o n t h e a r e a was 
r e l a t i v e l y d r y . C r e e k s were r e d u c e d t o a t r i c k l e of w a t e r . 
P l a n n i n g may be n e c e s s a r y f o r an adequate w a t e r s u p p l y to 
s u p p o r t a d r i l l program. 

The ground i s marked by g e n e r a l l y low t o p o g r a p h i c 
r e l i e f v a r y i n g between 600 and 1,200 f e e t above s e a - l e v e l . 
The s o u t h e r n p a r t o f the c l a i m has been t i m b e r e d . Heavy 
t i m b e r s t a n d s occupy t h a t p o r t i o n o f the c l a i m a r e a n o r t h ­
ward from the BABE 5 and 7 m i n e r a l c l a i m s . 

• 

Overburden depth o v e r the a r e a o f d r i l l i n g from 
p r e v i o u s o p e r a t i o n s avera-ged 10 f e e t . The e x c e p t i o n s a r e 
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Q u i n t a n a p e r c u s s i o n d r i l l h o l e s 14, 15 and 16 which d i d not 
r e a c h bedrock a t o v e r 100 f e e t i n d e p t h . 

CLAIM5 

I n f o r m a t i o n p e r t a i n i n g to the BABE and RIC m i n e r a l 
c l a i m s from the M i n i n g R e c o r d e r a t P r i n c e R u p e r t on May 16, 
1977 i s as f o l l o w s [ F i g u r e 2 j ; 

Claim Name Record No. Recording Date Expiry Date Recorded Holder 

BABE 1 - B i n c l . 34966-73 March 5, 1970 ) A l l claims E. Specoqna 
BABE 9 -17 i n c l . 35222-30 March 26, 1970 . are in good " 
BABE IB -23 i n c l . 36578-B3 April 3, 1971 ) standing at 
BABE 24 -29 i n c l . 36601-06 Apr i l 28, 1971 least to 1978 ii 

BABE 30 -32 i n c l . 36746-4B June 14, 1971 ) for both work n 

RIC 1 - 9 i n c l . 365B9-3660G April 28, i ? 7 i . and rental " 
RIC 20-26 frac­
tions i n c l . 36739-45 June 14, 1971 ) II 

There are 41 f u l l c l a i m s and seven f r a c t i o n a l 
c l a i m s f o r a t o t a l o f 48 m i n e r a l c l a i m s i n the group. 

The BABE and RIC m i n e r a l c l a i m s a r e shown on 
B r i t i s h C o l u m b i a M i n i s t r y o f Mines and P e t r o l e u m R e s o u r c e s 
C l a i m Map [M] 103F/9E i n t h e Skeena M i n i n g D i v i s i o n , G r a ­
ham I s l a n d , Queen C h a r l o t t e I s l a n d s . 
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HISTORY AND REFERENCES 

Mr. E f r e m Specogna and a p a r t n e r , Johnny T r i c o , 
are b e l i e v e d to be the d i s c o v e r e r s o f t h i s g o l d p r o p e r t y 
c i r c a 1970 h a v i n g s p e n t many y e a r s p r o s p e c t i n g i n t h i s 
a r e a o f Graham I s l a n d . . 

S u r f a c e t r e n c h i n g f o l l o w e d the d i s c o v e r y i n 1970. 
In 1971 t h e p r o p e r t y was o p t i o n e d t o Kennco E x p l o r a t i o n s 
[ W e s t e r n ] who c o n d u c t e d g e o l o g i c a l and s o i l - s i l t g e o c h e m i c a l 
s u r v e y s as w e l l as two p a c k s a c k diamond d r i l l h o l e s t o t a l l i n g 
55.2 m e t r e s . In 1972 Cominco L t d . o p t i o n e d the c l a i m group 
and d r i l l e d n i n e diamond d r i l l h o l e s f o r a t o t a l o f 500 m e t r e s 
They took c o l o r e d p h o t o g r a p h s of the c o r e and the d e s c r i p t i v e 
l o g s . The same y e a r Canex A e r i a l E x p l o r a t i o n a l s o d i d g e o l ­
o g i c a l and c h e m i c a l s u r v e y s b e f o r e r e l i n q u i s h i n g t h e i r o p t i o n . 
S i l v e r S t a n d a r d agreed to e x p l o r e the p r o p e r t y i n 1973 and 
p e r f o r m e d e x p l o r a t i o n work u n t i l Q u i n t a n a M i n e r a l s o p t i o n e d 
t h i s ground i n 1974. Q u i n t a n a d i d g e o l o g i c a l , and geochemi­
c a l s u r v e y s and d r i l l e d f o u r p a cksack d r i l l h o l e s and s i x ­
t e e n p e r c u s s i o n h o l e s t o t a l l i n g 623 m e t r e s . In 19 75 Q u i n t a n a 
c o n t i n u e d the program o f e x p l o r a t i o n which i n c l u d e d f i v e BX 
s i z e diamond d r i l l h o l e s t o t a l l i n g 718 m e t r e s and m e t a l l u r ­
g i c a l t e s t i n g . An a r e a o f g o l a m i n e r a l i z a t i o n m e a s u r i n g 
about 1,000 m e t r e s x 350 metres was o u t l i n e d from t h i s work. 
I n d i c a t i o n s a r e the g o l d m i n e r a l i z a t i o n e x t e n d s beyond the 
p r e s e n t a r e a t o the s o u t h e a s t and n o r t h w e s t . 

M.R. WoIfhard s u g g e s t e d the p o s s i b i l i t y o f t h i s 
d e p o s i t c o n t a i n i n g some 50 m i l l i o n t o n s g r a d i n g i n the o r d e r 
o f 0.06 ounces g o l d / t o n from a paper he d e l i v e r e d to a Can­
a d i a n I n s t i t u t e o f M i n i n g and Meta.Lluigy C o n v e n t i o n i n Van­
c o u v e r , B.C. [ O c t o b e r Id 76 J . D e t a i l e d diamond d r i l l would 
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6. 

need to be done to s u b s t a n t i a t e t h i s f i g u r e s i n c e the d r i l l ­
ing to date has been s c a t t e r e d and e x p l o r a t o r y o n l y . 

Reports on which t h i s study i s based are as f o l l o w s s 

1971 - Kennco 

1972 - Kennco 

1972 - Canex 

1972 - Cominco 

1973 

1973 

1974 - Quintana 

1975 Quintana 

- Geochemical maps of s o i l and s i l t r e s u l t s 
f o r Gold, S i l v e r , Mercury, Molybdenum, 
copper, l e a d , zinc and n i c k e l , 

- F i n a l r e p o r t by K.A. Grace dated Feb, 4. 

- Geochemical s o i l sample maps of r e s u l t s 
f o r gold and s i l v e r . 

- Maps and diamond d r i l l l o g s . 

Report by Dr. R.H, Seraphim dated May 19, 
f o r 5 i l v e r Standard Mines. 

Report by P.R. Delancey dated September 
f o r Texasgulf. 

Maps of geology and ore res e r v e s . 
Summary rep o r t of 1974 e x p l o r a t i o n work 
by G.G. Richards dated December 1974. 

Report o f 1975 diamond d r i l l i n g r e s u l t s 
and mineral c a l c u l a t i o n s by M.R. Wolfhard 
dated September. 
M e t a l l u r g i c a l t e s t r e p o r t by Fred L i g h t n e r 
dated October 1975. 

1975 - Tacoma 
Smelter 

1975 - f r m i i 
Smelter 

1975 -

1976 - CIM Paper 

196B -

• Statement of Settlement of August 19, 1975. 

- Lead Settlement Statement of November 16, 
1975. 

- B.C. Department of Mines - G e o l o g i c a l 
F i e l d Work 1975, Report by A. Sutherland 
Brown and T.G• Schroeder. 

r No. 7-3 presented on October 14 at Van­
couver by M.R. Wolfhard. 

- B.C. Department of Mines &. Petroleum Re­
sources - Geology of the Queen C h a r l o t t e 
I s l a n d s , A. Sutherland Brown. 

- B.C. Assessment Reports 2890, 3517, 5284 
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PREVIOUS DEVELOPMENT 

• •• 

D r i l l i n g [See F i g u r e 3 J 

F o l l o w i n g s u r f a c e t r e n c h i n g by Mr. Specogna the 
p r o p e r t y was o p t i o n e d t o Kennco E x p l o r a t i o n . Kennco's ex­
p l o r a t i o n program i n 1971 c o m p r i s e d g e o l o g i c a l mapping and 
ro c k o u t c r o p s a m p l i n g , f o l l o w e d by g e o c h e m i c a l s o i l s a m p l i n g 
and d r i l l i n g . A r e s i d u a l mercury anomaly was found c o i n c i d ­
ent w i t h t he g o l d m i n e r a l i z a t i o n . M e r c u r y a n o m a l i e s were 
r e p o r t e d e l s e w h e r e on the c l a i m group. T h i s w r i t e r d i d not 
f i n d t h e Kennco d r i l l c o r e s but the r e s u l t s of two AX diam­
ond d r i l l h o l e s t o t a l l i n g 1B1 f e e t are r e p o r t e d as f o l l o w s : 

D.D. Hole #1 - Depth 81 f e e t 
Average 0.023 oz Au/ton 

D.D. Hole #2 - Depth 100 f e e t 
Average grade 0.045 oz Au/ton 

Cominco d r i l l e d n i n e BQ c o r e s i z e diamond d r i l l 
h o l e s i n 1972 t o t a l l i n g 1,642 f e e t . The r e s u l t s are sum­
m a r i z e d as f a l l o w s from t h e Cominco d r i l l l o g s : 

Hole BABE 72-1 -

.Hole BABE 72-2 -

Depth 177 feet; dip -90 
Intersection 10' - 85* 
Intersection 40' - CO1 

Depth 200 feet; dip -90 
Intersection 12' - 200' 
Intersection 64' - 6 5 ' 

Intersection 88* - 11(1 • 

f= 75* 0 0.12 oz Au/ton 
jfr 20* S 0.30 oz Au/ton 

• 

^ 188• 0 0.027 az Au/ton 
1* n 0.17 az Au/ton 

?J= 22* 3 0.02'' oz Au/ton 

Hole BABE 72-3 - Depth 210 feet; dip -90 
Intersection 10' - 2109 200* t'3 0.013 oz Au/ton 
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G 
Hole BABE 72-4 - Depth 211 feet; dip -90° 

Intersection 4' - 202.5' = 198.5' B 0.025 oz Au/ton 

Hole BABE 72-5 - Depth 162 feet, dip -90C 

Intersection 4' _ 162.5' = 158.5' Q 0.012 oz Au/ton 

- • 

Hole BABE 72-6 - Depth 80 feet; dip -90° 
Intersection 16 * - 78' = 62 1 3 0.049 oz Au/ton 

-. 

Holo BABE 72-7 - Depth 200 feet; dip -90 
Intersection 4" - 2001 — 196' @ .034 oz Au/ton 
Intersection 4* - 60' _ = 58* @ .059 oz Au/ton 

Holo BABE 72-8 - Depth 200 feet; dip -90 
Intersection 8* - 200* = 1 9 2 ' 0 0.021 oz Au/ton 

Hole BABE 72-9 - Depth 202 feet; dip -90° 
Intersection 95' - 125* = 30' 6 0.18 oz Au/ton 

Quintana M i n e r a l s C o r p o r a t i o n d r i l l e d f o u r packsack 
holes i n 1974 t o t a l l i n g 186 f e e t . The r e s u l t s are summarized 
as f o l l o w s : 

• 

P5-1 - Depth 50 f e e t ; d i p -30° 
I n t e r s e c t i o n 0'- 50' = 50' 0 0.058 oz Au/ton 

PS-2 - Depth 54 f e e t ; d i p -30 D 

• 

I n t e r s e c t i o n 0 1 - 30* = 30' Q 0.058 oz Au/ton 
I n t e r s e c t i o n 30* - 54' = 24' 8 0.023 oz Au/ton 

P5-3 - Depth 35 f e e t ; d i p -30° 
I n t e r s e c t i o n 0 1 - 35' = 35' 9 0.009 oz Au/ton 

PS-4 - Depth 47 f e e t ; d i p -30° 
I n t e r s e c t i o n 0' - 47' = 47' Q 0.084 oz Au/ton 
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9. 

Q u i n t a n a d r i l l e d I f percu!-;nion h o l e , i n 1974 t o t a l ­

l i n g 1,977 f e e t and o b t a i n e d the f o l l o w i n g summarized r e s u l t s 

pQ # i - Depth 150 f e e t 
I n t e r s e c t i o n 3' - ;,0' AV @ 6.042 oz Au/ton 
I n t e r s e c t i o n 50' - 150' 1Q0 1 @ 0.014 oz Au/ton 

PQ #? - Depth 90 f e e t 
I n t e r s e c t i o n h' - 10' -v" @ 0.0OS n? Au/ton 

PQ #3 - Depth 90 f e e t 
I n t e r s e c t i o n .-U' - 90' 70 1 9 I..0 7. or Au/ton 

PQ #4 - Depth /'0 f e e t 
• 

I n t e r s e c t i o n J' - TO' 67' 9 0.017 oz Au/ton 

PQ #4A - Depth I3 r, f e e t 
I n t e r s e c t i o n 10' - lT l S 1 ' 125' @ 0*042 oz Au/ton 

PQ #5 - Depth 140 f e e t 
I n t e r s e c t i o n 20' - 14Q 1 = 120' i O.Of.T- oz Au/ton 

1 

PQ #6 - Depth GO f e e t 
I n t e r s e c t i o n 10' - h0» ~ SO 1 Q [1'.0? J oz Au/ton 

FQ #7 - Depth 150 f e e t 
I n t e r s e c t i o n 15' - 150' - 1..5' @ 0.041 oz Au/gon 

PQ #B - Depth 80 f e e t 
I n t e r s e c t i o n 1 1 1 ' - BO' •= \t\% & :•. if'. 0.« Au/ton 

PQ #9 - Depth 110 f e e t 
I n t e r s e c t i o n 9' - 110' L01 1 9 ' . . ' . ' i ' oz Au/ton 
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1G 

PQ #10A - Depth 9 C . f s s i 
• I r t e r s e c t ior, f J' - 90' 3D 1 @ O.uG.l pz Au/ton 

PQ #11 - Depth 150 f e e t 
I n t e r s e c t i o n 10' - 5U' = 40' @ 0.002 oz Au/ton 

PQ #12 - Depth 150 f e e t 
I n t e r s e c t i o n 30' - 150' = 120' @ 0.004 oz Au/ton 

PQ #12 •- Depth 112 f e e t 
I n t e r s e c t i o n ?0' - 112' - 92' © O.G3'-5 oz Au/ton 

• 

PQ #14 - Depth 100 f e e t 
A11 o ve r b u r d n n r s p o r t e d . 

PQ #15 - Depth 150 f e e t 
A l l o v e r b u r d e n r e p o r t e d . 

PQ #16 - Depth 150 f e e t 
A l l o v e r b u r d e n r e p o r t e d . 

Q u i n t a n a d r i l l e d f i v e EQ co x e s i _e d L amend d r i l l 

h o l e s i n 1975 t o t a l l i n g 2,35 7 f e e t . T he r e •Tui a r e SL Tinar-

i z e d as f o l l o w s : 

rj 
Q-75-1 - Depth 567 ̂ e e t ; d i p - 1 5 c 

I n t e r s e c t i c n 0' - 14 3' ft??' B 0. 081 oz Au/ton 
I n t e r s e c t ' i o r . 14 3' - 293' 150' B 0. 019 oz Au/ton 

I n t e r s e c t . i on 29 3' - 433' - 14 0* 3 0. 032 • z Au/ton 

I n t e r s e c t i o n 4 3 3 1 - 5 00' ~ 167' B 0. 036 oz Au/ton 

o 
Q-75-2 - Depth 603 f e e t ; d i p -4 5 

I n t e r s e c t i o n ft21 - - 40 1 r~: 023 C L Au/ton 

I n t e r s e c t i o n 122' 1 & 0 1 a >. , 0 -: 8 a ?. Au/ton 
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Q-75-2 - I n t e r s e c t i o n 262' - 407' - 145' @ 0.044 oz Au/ton 
[ C o n t ' d ] i n t e r s e c t i o n 407' - 557' = 150' fl 0.0^0 o z Au/ton 

I n t e r s e c t i o n 557' - 567' = 10' B 0.033 oz Au/ton 
• 

Q-75-3 - Depth 245 f e e t ; d i p - 4 5 ° 
I n t e r s e c t i o n 16' - 46* 3D 1 B 0.046 oz Au/ton 
I n t e r s e c t i o n 46' - 172' = 126* @ 0.040 oz Au/ton 
I n t e r s e c t i o n 172* - 245* - 73* @ 0.025 oz Au/ton 

Q-75-4 - Depth 713 f e e t ; d i p - 9 0 ° 
I n t e r s e c t i o n — m o s t l y t r a c e v a l u e s i n g o l d . 

q_75-5 - Depth 229 f e e t ; d i p - 4 5 ° 
I n t e r s e c t i o n 14" - 114" - 100' @ 0.006 oz Au/ton 
I n t e r s e c t i o n 114'. - 229' = 115* @ 0.036 oz Au/ton 

M e t a l l u r g i c a l T e s t Work 

Q u i n t a n a had m e t a l l u r g i c a l t e s t work done on t h e 
c o m p o s i t e c o r e samples by F r e d L i g h t n e r , S o u t h w e s t e r n Labor• 
a t o r i e s , T u c s o n , A r i z o n a . Bath c y a n i d a t i o n and r o a s t i n g 
t e s t s were done. R o a s t i n g t he t e s t samples a t h i g h e r t h a n 
normal [B50 - 1,500 d e g r e e s C e n t i g r a d e ] t e m p e r a t u r e s gave 
b e t t e r t h a n 9 0 p e r c e n t r e c o v e r y r e s u l t s . C y a n i d a t i o n l e a c h 
t e s t s i n d i c a t e d a v a l u e o f 0.080 oz g o l d p e r t o n a g a i n s t a 
c a l c u l a t e d v a l u e o f 0.04 9 oz g o l d p e r t o n . In g e n e r a l , t he 
r e s u l t s showed a low p e r c e n t a g e r e c o v e r y f o r the l a t t e r 
method. 

• 

. • 
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12 

GE ']f RAL GEOLOGY 

The S DECOuNA g o l d p r o s p e c t i s s i t u a t e d a s t r i d e 
the S a n d s p i t f a u l t zone. A p r o n o u n c e d west f a c i n g s l o p e 
[ o r s c a r p ] t r e n d s n o r t h w e s t t h r o u g h the c l a i m group and 
may mark the l o c u s o f the S a n d s p i t f a u l t . Rock o u t c r o p s 
exposed e a s t o f t h i s s c a r p on the p r o p e r t y a r e m a i n l y v o l -

i 

c a n i c b r e c c i a s o f the r h y o l i t i c c o m p o s i t i o n . 

T h r ee l i t h o l c g i c a l u n i t s a r e r e p r e s e n t e d o v e r 

the c l a i m a r e a as f o l l o w s : 

F o r m a t i o n Ape 

U n c o n s o l i d a t e d a l l u v i u m , t i l l 
and sand •.. Q u a t e r n a r y 

5K0NUIM - p o o r l y c o n s o l i d a t e d 
sands and p e b b l e c o n g l o m e r a t e s M i o - p l i o c e n e 

G o l d - M i n e r a l i z a t i o n [ ? ] [ S a n d s p i t F a u l t 7 ] 

[ U n c o n f o r m i t y ?] 

Masset - V o l c a n i c s , T e r t i a r y [ P a l e o c e n e ] 

[ U n c o n f o r m i t y ?] 

Queen C h a r l o t t e Group - a r g i l l i t e s 
and s i l t s t o n e s CRETACE0U5 

S t r u c t u r a l l y the c o n t a c t between SKONON s e d i m e n t s 
and the Masset v o l c a n i c s i s marked by the S a n d s p i t f a u l t 
zone. 

E x a m i n a t i o n o f the d r i l l c o r e s s u g g e s t s minor 

f o l d i n g and f a u l t i n g o c c u r s i n t h e m i n e r a l i z e d r h y o l i t i c 
v o l c a n i c s . 
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S i l i c e o u s r h y o l i t e b r e c c i a s show i n c i p i e n t b r e c -
c i a t i o n and c a r r y f r a g m e n t s o f c h a l c e d o n i c s i l i c a , q u a r t z , 
v o l c a n i c ash and s i l i c i f i e d c r s i l i c a t e d c a r b o n a c e o u s f r a g ­
ments. 5ome f r a g m e n t s show a p o r p h y r i t i c t e x t u r e . Much 
of the rock i s v e - n e d w i t h f i n e q u a r t z v e i n l e t s i n a l a c e 
f i l i g r e e p a t t e r n c a r r y i n g numerous vugs and c r y s t a l s . 

A r g i l l i c and k a o l i n - l i k e a l t e r a t i o n o c c u r i n o u t ­
c r o p s h a v i n g a j a r o s i t i c or l i m o n i t i c s u r f a c e s t a i n . 

THEORETICAL CONSIDERATIONS CONCERNING ORIGIN 

The p e r v a s i v e h y o r o t h e r m a l a l t e r a t i o n o f s i l i c i -
f i c a t i o n , s i l i c a t i o n and p y r i t i z a t i o n i n the h o s t r o c k s i s 
p r o b a b l y r e l a t e d t o f u m a r o l i c a c t i v i t y a s s o c i a t e d w i t h v o l -
c a n i s m a l o n g the S a n d s p i t f a u l t . F o s s i l f r a g m e n t s i n the 
m i n e r a l i z e d a r e a s u g g e s t a n e w - s u r f a c e d e p o s i t i o n a l e n v i r o n ­
ment p o s s i b l y not u n l i k e a s t r a n d l o c a l e and j u x t a p o s i t i o n 
o f the S a n d s p i t f a u l t c o u l d p r o v i d e c h a n n e l w a y s f o r m e t e o r i c 
w a t e r s . 

• . • C 

F r e e g o l d has been o b s e r v e d i n s u r f a c e e x p o s u r e s 
but as y e t the a f f i n i t y o f the a u r i f e r o u s m i n e r a l i z a t i o n 
f o r q u a r t z , i r o n s u l p h i d e or s e r i c i t i c a l t e r a t i o n i s i n f e r ­
r e d but has. not been d e m o n s t r a t e d . 

• 

-

MINERALIZATION - A S S A Y S , MINERAL RESERVE 

M i n e r a l i z a t i o n o b s e r v e d was p y r i t e and the p a l e 
v a r i e t y m a r c a s i t e . F i n e s p h e r u l e s o f p y r i t e c a l l e d m e l n i -
k.ovite were r e p o r t e d i n t h e C o m i n c o r e s u l t s a s a p o s s i b l e 

• 
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14. 

i n d i c a t o r f o r g o l d . A p p a r e n t l y the g o l d o c c u r s i n v e r y 
f i n e form i n v a r y i n g amounts i n most o f the rock t y p e s 
t h a t have undergone s i l i e i f i c a t i o n . 

The average a s s a y r e s u l t s from d r i l l i n g o p e r a ­
t i o n s are i t e m i z e d w i t h each d r i l l h o l e and shown above 
under the h e a d i n g PREVIOUS DEVELOPMENT. Those d r i l l h o l e s 
showing the b e s t v a l u e s were Cominco diamond d r i l l h o l e 
BABE 72-1 w h e r e i n 75 f e e t o f c o r e from a d e p t h o f 10 f e e t 
below the c o l l a r o f the h o l e a s s a y e d an a v e r a g e o f 0.12 
oz g o l d / t o n . Of t h i s i n t e r s e c t i o n the a v e r a g e o f 20 f e e t 
o f c o r e between 20 - 60 f e e t a s s a y e d 0.30 oz g o l d / t o n . 
Q u i n t a n a Hole Q-75-1 a s s a y e d 0.081 oz g o l d / t o n f o r a 14-3' 
l e n g t h of i n c l i n e d [-45°J h o l e . Q u i n t a n a p ^ c k s a c k d r i l l 
h o l e P5-4 a s s a y e d 0.084 oz Au/ton o v e r the l e n g t h of the 
h o l e which was 47 f e e t . 

. . . . . . . . 

At the p r e s e n t time t h e r e i s i n s u f f i c i e n t i n ¬
f o r m a t i o n to a c c u r a t e l y compute any m i n e r a l o r ore r e s e r v e 
e s t i m a t e . 

RECOMMENDATIONS 

l j O b t a i n t h e n e c e s s a r y p e r m i t s c o v e r i n g p r o p e r t y ex­
p l o r a t i o n o p e r a t i o n s . 

• 

2] D r i l l a p p r o x i m a t e l y 4,000 f e e t o f BQ c a r e s i z e diam­
ond d r i l l c o r e i n v e r t i c a l o r n e a r l y v e r t i c a l h o l e s 
t o d e p t h s o f 150 - 200 f e e t d e p e n d i n g upon r e s u l t s . 

3] I t i s recommended the d r i l l h o l e s be spaced on a 
g r i d p a t t e r n o f 1 0 0 - f o o t c e n t r e s t r e n d i n g n o r t h w e s t 
commencing i n the a r e a o f Cominco diamond d r i l l h o l e 
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72-1 and s p r e a d i n g outwards t o the n o r t h w e s t and 
s o u t h e a s t and a l s o e a s t w a r d s towards Q u i n t a n a p e r ­
c u s s i o n d r i l l h o l e PQ-5. I t i s a l s o p r o p o s e d t h a t 
a s i m i l a r g r i d p a t t e r n be d e v e l o p e d i n t h e s o u t h ¬
e a s t a r e a o f Q u i n t a n a diamond d r i l l h o l e Q-75-1. 

More r e l i a b l e e s t i m a t e s o f gr a d e s and t o n n a g e s o f 
g o l d m i n e r a l i z a t i o n s h o u l d f l o w from such a d r i l l 
h o l e p a t t e r n . 

• • . , • . • 

Conduct the d r i l l program on a d a y - s h i f t b a s i s d u r ­
i n g t h e e a r l y s t a g e s i n o r d e r t o c l o s e l y a s s e s s t h e 
g e o l o g i c a l and assay v a l u e f e a t u r e s o f the m i n e r a l ­
i z e d z o ne. 

S p l i t t h e c o r e s f o r s a m p l i n g and p u l v e r i z e the t o t a l 
sample f o r a s s a y . At t h i s s t a g e i t i s p r o p o s e d t o 
s e p a r a t e t he t o t a l sample f o r a s s a y i n t o two p a r t s , 
examine both p o r t i o n s under m i c r o s c o p e f o r f r e e g o l d 
p a r t i c l e s and send t he second p o r t i o n t o an i n d e p e n d ­
e n t a s s a y e r f o r check a s s a y r e s u l t s . Save a l l r e ­
j e c t s and p u l p s f o r f u r t h e r t e s t i n g . 

. . . 

M e t a l l u r g i c a l t e s t s a r e p r o p o s e d on c o m p o s i t e d r i l l 
c o r e samples t o d e t e r m i n e a p r e l i m i n a r y f l o w s h e e t 
f o r r e c o v e r y o f g o l d v a l u e s . S i n c e t he r e c o v e r y i s 
the i m p o r t a n t f e a t u r e o f any o r e , e s p e c i a l l y low 

. . . 

grade ones, the d e t e r m i n a t i o n o f the l o s s o f g o l d 
i n t h e t a i l i n g s i s p e r t i n e n t to the u l t i m a t e s u c ­
c e s s o f t h i s o p e r a t i o n . 

D O N T U L L Y E N G I N E E R I N G L T D 

S U I T E 102 - 2 2 2 2 B E L L E V U E A V E N U E 

W E S T V A N C O U V E R . BRITISH C O L U M B I A 

V 7 V 1 C 7 



E5TIMATED COST OF PROPOSED WCRK PROGRAM 

Barge a p p r o x i m a t e l y 11 tons of equipment and 
s u p p l i e s t o Masset from V a n c o u v e r . Rivtow 
r a t e s a v e r a g e about $6.00/cwt $ 1,320.00 

R e t u r n 9 t o n equipment t o V a n c o u v e r 1,080.00 

Road r e p a i r and p r e p a r a t i o n diamond d r i l l - s i t e s 3 ,500.00 

Masset to p r o p e r t y - t r a n s p o r t a t i o n c o s t 1,000.00 

Re t u r n c o s t 1,000.00 

R e n t a l on John Deere #450 c r a w l e r - m o u n t t r a c t o r 
f o r 2 months 3,000.00 

R e n t a l on BBS #1 diamond d r i l l w i t h rods and 
2 water' s u p p l y pumps f o r 2" months 4,000.00 

• 

R e n t a l on p i c k u p t r u c k f a r 2 months 800.00 

2,500 f e e t 1 i n c h p l e . s t i c hose w i t h clampf . 5 and 

c o n n e c t o r s 4 00 . 00 

Camp s u p p l i e s [ t e n t s , s t o v e s , c o o k e r y , e t c . j 1,250.00 

Camp f o o d - 3 men [2 months @ $30.GQ/dayJ 1,800.00 

G a s o l i n e , o i l , r od g r e a s e and su n d r y 900.00 

S m a l l equipment [ c h a i n - s a w s , wrenches, c o r e 
boxes, e t c . J 1,500.00 

Diamond B i t s , s h e l l s and shoe b i t s r a t e d a t $5.00 
per f o o t o f d r i l l i n g f o r 4,000 f e e t of diamond 
d r i l l i n g 20, 000. 0D 

Wages f o r 3 men on 12-hour s h i f t [ s t e a d y f a r 2 mas.] 16,800.00 

Workers Compensation, UIC , I n s u r a n c e 2,000.00 

A s s a y i n g 1,000 samples a t SlQ.OO/sample [ G o l d a s s a y 
and f r e e g o l d m i c r o s c o p i c e x a m i n a t i o n ] 10,000.00 

A i r T r a v e l - m o b i l i z a t i o n , samples, e n g i n e e r i n g , 
c o r e - s p l i t t i n g - V a n c o u v e r - S a n d s p i t - r e t u r n , 
12 t r i p s x $132.00 e a c h 1, 584.00 

E n g i n e e r i n g and m e t a l l u r g i c a l t e s t i n g 6 , 500. 00 

S u b - t o t a l C a r ; l e d F o r w a r d $78 ,434 .00 

D O N T U L L Y E N G I N E E R I N G L T D 

SUITE ! 0 2 - 2 2 2 2 R E L L E V U E A V E N U f c 

W E S T V A N C O U V E R . BHITISH C O L U M B I A 

V 7 V 1 C 7 
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Hi ought F orward 

0 o n t i n q e n o y 11 u ̂  a' i C- e a * i 0% 

E s t i m a t e d t o t a l c o v
l , t o a r i l l 4,i_.0 

o f EQ d i a m o n d d r i 14 c o i e 

[ E s t i.m-a116r! a v e r t ! q n c c t i t p'Jr f o o t -

f a p t 

.... $78,4 14.00 

7 , 8 4 3 . 0 0 

$ 8 6 , 2 7 7 . 0 0 

• • 

• 

May 1 6 , 1 9 7 7 
: 

I V 

• 

• 

D O N T U L L Y E N G I N E E R I N G L T D 

S U I T E 1 0 2 - 2 2 2 2 B E L L EVU L A V E N U E 

W E S T V A N C O U V E R BRITISH C O L U M B I A 
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CERTIFICATE 

I, DONALD WILLIAM TULLY, o f the M u n i c i p a l i t y o f 
West Vanc o u v e r , i n the P r o v i n c e of B r i t i s h C o l u m b i a , h e r e b y 
c e r t i f y as f o l l o w s : 

l ] I am a C o n s u l t i n g G e o l o g i s t w i t h an o f f i c e at S u i t e 102, 
2 2 2 2 B e l l e v u e Avenue, West Vanc o u v e r , B r i t i s h C o l u m b i a . 

2] I am a r e g i s t e r e d P r o f e s s i o n a l E n g i n e e r i n the P r o v i n c e s 
o f B r i t i s h Columbia, and O n t a r i o . 

' • 

3 ] I g r a d u a t e d w i t h a denree o f B a c h e l o r o f S c i e n c e , Honours 
G e o l o g y , 1 rum M c G i l l U n i v e r s i t y i n 1 9 4 J . 

4 ] I have p r a c t i c e d my p r o f e s s i o n f o r t h i r t y - o n e y e a r s . 

5] I have no d i r e c t , i n d i r e c t o r c o n t i n g e n t i n t e r e s t i n the 
BABE and RIC c l a i m s l o c a t e d i n the Skcena M i n i n g D i v i s i o n , 
Queen C h a r l o t t e I sleind E ;, B r i t i s h C o l u m b i a , nor i n the s e ­
c u r i t i e s o f C o n s o l i d a t e d C i n o l a Mines L t d . [f\IPLJ, nor do 
I i n t e n d to r e c e i v e any i n t e r e s t . 

6 ] T h i s r e p o r t d a t e d May 16, 1977, i s based on a p e r s o n a l 
s t u d y o f the a v a i l a b l e r e p o r t s ana maps. I examined 
t h i s p r o p e r t y i n the f i e l d on Mav 10, 11, 12, 1977. 

DATED at West V a n c o u v e r , B r i t i s h C o l u m b i a , t h i s 
16th day of May, 1977. 

Donald W. T u l l y , P.Eng. 
C o n s u l t i n g G e c . 1 o g i s t 

D O N T U L L Y E N G I N E E R I N G L T D 

SUITE 1 0 2 - 2 2 2 2 B E L L E V U E A V E N U E 

W E S T V A N C O U V E H , BRITISH C O L U M B I A 

V 7 V 1 C 7 . 
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GOODMAN & CC 
C E R T I F I E D G E N E R A L A C C O U N T A N T S C E C I L J G O O D M A N , c o A. 
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AUDITOR'S REPORT 

The S h a r e h o l d e r s , 
C o n s o l i d a t e d C i n o l a Mines L t d . (N.P.L.) 

We have examined t h e B a l a n c e S h e e t o f C o n s o l i d a t e d 
C i n o l a M i n e s L t d . (N.P.L.) as a t December 31, 1976 and t h e 
S t a t e m e n t o f S o u r c e and A p p l i c a t i o n o f Funds and S c h e d u l e s 
o f D e f e r r e d E x p l o r a t i o n , Development and A d m i n i s t r a t i o n 
E x p e n d i t u r e s f o r t h e p e r i o d ended December 31, 1976. Our 
e x a m i n a t i o n i n c l u d e d a g e n e r a l r e v i e w o f t h e a c c o u n t i n g p r o ­
c e d u r e s and s u c h t e s t s o f a c c o u n t i n g r e c o r d s and o t h e r s u p p o r t ­
i n g e v i d e n c e as we c o n s i d e r e d n e c e s s a r y i n t h e c i r c u m s t a n c e s . 

Our a u d i t d i s c l o s e d t h a t t h e Company had n o t r e c e i v e d 
i t ' s s h a r e o f n e t s m e l t e r r e t u r n s as p r o v i d e d f o r i n t h e a g r e e ­
ment w i t h Sand M i n e s L t d . and t h a t t h e amount r e c e i v a b l e has 
n o t y e t b e e n d e t e r m i n e d . A p r o v i s i o n o f t h e same agreement 
c a l l e d f o r Sand Mines L t d . t o pay up t o $15,000.00 o f l i a b i l i ­
t i e s o f t h e Company b u t no i n f o r m a t i o n was a v a i l a b l e as t o 
what, i f -any, l i a b i l i t i e s had a c t u a l l y b e e n p a i d . 

» 

I n o u r o p i n i o n , e x c e p t f o r any a d j u s t m e n t s w h i c h m i g h t 
have b e e n r e q u i r e d had t h e i n f o r m a t i o n s e t o u t i n t h e p r e c e d i n g 
p a r a g r a p h b e e n a v a i l a b l e , t h e accompanying B a l a n c e S h e e t , 
S t a t e m e n t o f S o u r c e and A p p l i c a t i o n o f Funds and S c h e d u l e s o f 
D e f e r r e d E x p l o r a t i o n , Development and A d m i n i s t r a t i o n Expen­
d i t u r e s p r e s e n t f a i r l y t h e f i n a n c i a l p o s i t i o n o f C o n s o l i d a t e d 
C i n o l a M i n e s L t d . (N.P.L.) as a t December 31, 1976 and c o s t o f 
i t s d e f e r r e d e x p e n d i t u r e s f o r t h e p e r i o d t h e n ended i n a c c o r d ­
ance w i t h g e n e r a l l y a c c e p t e d a c c o u n t i n g p r i n c i p l e s , a p p l i e d on 
a b a s i s c o n s i s t e n t i n a p p l i c a t i o n t o t h a t o f t h e p r e v i o u s p e r i o d 

GOODMAN & CO 

C e r t i f i e d G e n e r a l A c c o u n t a n t s . 

V a n c o u v e r , B-C 
March 1, 1977 



CONST T J LDATED C I N O L A M I N E S L T D . S . P . L . ) \ 
\ 

B a l a n c e S h e e t as a t December 31. 1976 \ 
— 1 1

 1  

( w i t h c o m p a r a t i v e f i g u r e s as a t J u l y 31, 1975) 

December 3 1 , 1976 J u l y 31, 1975 
ASSETS 
• i ' • -

C u r r e n t A s s e t s : 
ASSETS 
— , — 

Cash $ 10.89 $ 697.32 
A c c o u n t s R e c e i v a b l e 1,000.00 1,000.00 

$ 1,010.89 $ 1,697^32 
M i n i n g P r o p e r t i e s : (Note 1) 

M i n e r a l c l a i m s , a t c o s t $ 100,000.00 $ 100,000.00 

B u i l d i n g s and Equipment, a t c o s t $ 50,083.03 $ 50,083.03 

D e f e r r e d E x p e n s e s : 
E x p l o r a t i o n , Development and 
A d m i n i s t r a t i o n - S c h e d u l e 1 $ 492,931.52 $ 490,635.09 
I n c o r p o r a t i o n 2,000.00 2,000.00 

$ 494,931.52 $ 492,635.09 

T o t a l $ 646,025.44 $ 644,415.44 

L I A B I L I T I E S  
C u r r e n t L i a b i l i t i e s : 

S a l a r i e s & Wages $ 13,754.40 $ 13,754.40 
A c c o u n t s p a y a b l e 28,052.04 27,352.04 
Loans 2,410.00 1,500.00 

$ 44,216.44 

Loan f r o m s h a r e h o l d e r $ 3,800.00 
? 42, 606 .44 

? 3, 800 .00 

C a p i t a l : 
A u t h o r i z e d : 5,000,000 s h a r e s , no p a r 

v a l u e 
I s s u e d ; 1,284,787 s h a r e s , f o r 

c a s h $ 629,877.00 $ 629,877.00 
350,438 s h a r e s , f o r 

p r o p e r t i e s 
1,635,225 

L e s s : Commissions 

D e f i c i t 

T o t a l 

J ' —' 1 -L / ~) 

$ 785,052 .00 
1 3 3 , I / O 

$ 785,052 . uu .00 59,270 .00 59,270 .00 
$ 725,782 .00 $ 725,782 .00 

$(127,773 .00) $ ( 1 2 7 , 773 .00) 

$ 646,025 .44 $ 644,415 .44 

S i g n e d on b e h a l f o f t h e T h i s i s t h e B a l a n c e S h e e t r e f e r r e d t o 
B o a r d o f D i r e c t o r s " . i n o u r r e p o r t d a t e d M a r c h 1, 1977. 

> ^ V % ^ - \ i ^ - - D i r e c t o r GOODMAN & C O . 

• D i r e c t o r C e r t i f i e d G e n e r a l A c c o u n t a n t s . 

The accompanying n o t e s a r e an i n t e g r a l p a r t o f t h e s e f i n a n c i a l s t a t e m e n t s 



g r a n t e d m i n e r a l c l a i m s . 

CONSOLIDATED CINOLA MINES LTD. (N.P.L.)  

N o t e s bo F i n a n c i a l S t a t e m e n t s o f December 31, 1976 

1. M i n i n g P r o p e r t i e s 

The Company owns o u t r i g h t t h e " M i d n i g h t " crown 
• 

• 

2. L e g a l A c t i o n ^ 
• 

A w r i t h a s been i s s u e d a g a i n s t t h e Company b y 
F e d e r a t e d M i n i n g C o r p o r a t i o n L t d . (N.P.L.) on an agreement 
d a t e d O c t o b e r 15, 1969. I t i s t h e o p i n i o n o f t h e d i r e c t o r s 
t h a t F e d e r a t e d has d e f a u l t e d under t h e terms o f t h e a g r e e ­
ment and, t h e r e f o r e , t h e y b e l i e v e no l i a b i l i t y e x i s t s t o 
e i t h e r F e d e r a t e d M i n i n g C o r p o r a t i o n L t d . (N.P.L.) o r T u l l 
M i n e s L t d . ( N . P . L . ) . No f u r t h e r a c t i o n has bee n t a k e n b y 
F e d e r a t e d . 

3. O p e r a t i o n Agreement 

Under d a t e o f November 6, 1974, t h e Company e n t e r e d 
i n t o an o p e r a t i n g agreement w i t h Sand Mines L t d . p e r m i t t i n g 
Sand t o e n t e r and work t h e c l a i m s and use t h e m i l l and e q u i p ­
ment i n c o n s i d e r a t i o n f o r w h i c h Sand s h a l l pay t o C i n o l a 3 0 % 
of t h e n e t s m e l t e r r e t u r n s on a q u a r t e r l y b a s i s . Sand, a l s o , 
a g r e e d t o d i s c h a r g e l i a b i l i t i e s o f C i n o l a t o a maximum o f 
$ 15,000.00. 

F u l l a c c o u n t i n g o f s m e l t e r r e t u r n s r e c e i v e d and 
l i a b i l i t i e s p a i d has n o t been r e c e i v e d f r o m Sand and, c o n ­
s e q u e n t l y , no s h a r e of t h e n e t s m e l t e r r e t u r n s has b e e n 
r e c o r d e d b y C i n o l a n o r have any l i a b i l i t i e s been a d j u s t e d . 
I n t h e o p i n i o n o f t h e Company, Sand w o u l d a p p e a r t o be i n 
d e f a u l t o f t h e agreement. 

F e d e r a t e d and T u l l (Note 2 a b o v e ) , h a v i n g b e e n p a r t y 
to a p r i o r agreement w i t h C i n o l a , have c o n f i r m e d t h e Sand 
agreement, w i t h o u t p r e j u d i c e , t o t h e i r r i g h t s o r c l a i m and 
i n c o n s i d e r a t i o n o f s u c h c o n f i r m a t i o n became e n t i t l e d t o one-
t h i r d (1/3) o f t h e n e t s m e l t e r r e t u r n s p a y a b l e t o C i n o l a 
u n d e r t h e p r o v i s i o n s o f t h e Sand Agreement. 

4. R e m u n e r a t i o n o f O f f i c e r s and D i r e c t o r s 

No r e m u n e r a t i o n was p a i d o r c r e d i t e d d u r i n g t h e 
p e r i o d ended December 31, 1976. 

i. 



CONSOLIDATED CINOLA MINES LTD. (N.P.L.) 

D e f e r r e d E x p l o r a t i o n , Development and A d m i n i s t r a t i o n Expense  

f o r t h e p e r i o d ended December 31, 1976 

( w i t h c o m p a r a t i v e f i g u r e s f o r t h e y e a r ended J u l y 31, 1975) 

December 31, 1976 J u l y 31, 1975 

E x p l o r a t i o n and Development E x p e n s e : 
S u r f a c e and u n d e r g r o u n d e x p e n s e s $ 996.51 $ 3, 323 .78 

A d m i n i s t r a t i o n E x p e n s e : 
A c c o u n t i n g and A u d i t $ 500.00 $ 1,259.28 
A d v e r t i s i n g 55.00 418.00 
L e g a l 200.00 799.13 
M i s c e l l a n e o u s 119.92 127.17 
O f f i c e S u p p l i e s and P r i n t i n g x 279.10 
S t o c k Exchange Fees and L i s t i n g 400.00 640.00 
T r a n s f e r A g e n t 25.00 100.00 
A u t o and T r a v e l - 60.97 
T e l e p h o n e ( - 185.05 

$ 1,299.92 $ 3,868.70 

T o t a l Expense f o r t h e p e r i o d $ 2,296.43 $ 7,190.48 

L e s s : R e d u c t i o n i n a c c o u n t s p a y a b l e - 3, 889.43 

Net Expense f o r t h e p e r i o d $ 2,296.43 $ 3,301.05 

T o t a l Expense t o end o f t h e p r e v i o u s 
p e r i o d 490,635.09 487,334.04 

T o t a l Expense t o end o f c u r r e n t p e r i o d $ 492,931.52 $ 490,635.09 



CONSOLIDATED CINOLA MINES LTD. (N.P.L.) 

S t a t e m e n t o f S o u r c e and A p p l i c a t i o n o f Funds  

f o r t h e p e r i o d ended December 31, 1976  

( w i t h c o m p a r a t i v e f i g u r e s f o r t h e y e a r ended J u l y 31. 1975) 

December 31, 1976 J u l y 31, 1975 

Funds were d e r i v e d f r o m : 
R e d u c t i o n i n a c c o u n t s p a y a b l e — 3,889. 43 

— $ 3,889. 43 

Funds were a p p l i e d t o : 
E x p l o r a t i o n , development and 

a d m i n i s t r a t i o n expense 2, 296 .43 $ 7,190. 48 
2, 296 .43 ? 7,190. 4 p 

(Decrease) i n W o r k i n g C a p i t a l (2,296 .43) $ ( 3 , 3 0 1 . 05) 

Add W o r k i n g C a p i t a l d e f i c i e n c y a t 
b e g i n n i n g o f p e r i o d 40,909 .12 (37,608. 07) 

W o r k i n g C a p i t a l ( D e f i c i e n c y ) a t end 
o f p e r i o d 43, 205 .55 $ (40, 909. 12) 

R e p r e s e n t e d b y : 
C u r r e n t A s s e t s 1,010 .89 $ 1 ,697. 32 
C u r r e n t L i a b i l i t i e s 44,216 .44 

• 
4 2 , 6 0 6 . 44 

D e f i c i e n c y o f W o r k i n g C a p i t a l 43,205 .55 $ (40, 909. 12) 

• • " 
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CONSOLIDATED CINDLA MIMES LTD. fN.P.L . 1 
, : 1 L 

. - • . • • • • • 

STATEMENT OF SOURCE AND APPLICATION OF FUMD5  
FOR THE PERIOD MARCH 31. 1977 TP MAY 18,1977 

SOURCE OF FUNDS 

Net p r o c e e d s from Agency O f f e r i n g d a t e d May 2, 1977 o f 
4 0 0 , 0 0 0 t r e a s u r y s h a r e s r e c e i v e d May 1 0 , 1 9 7 7 $ 6 0 , 8 0 0 , 0 0 

.' . : - • • • 

APPLICATION OF FUNDS 

Crown T r u s t Co. $ 4 , 8 6 3 . 8 5 
L e g a l f e e s o u t s t a n d i n g and c u r r e n t 1 0 , 7 5 0 . 9 7 
A c c o u n t i n g f e e s o u t s t a n d i n g 8 , 8 1 0 . 9 9 
Repay s h a r e h o l d e r s l o a n s N 3 , 5 0 0 . 0 0 
P r i n t i n g S t a t e m e n t o f M a t e r i a l F a c t s and t y p i n g 4 0 3 . 9 0 
V a n c o u v e r Curb Exchange f i l i n g f e e s 6 0 0 . 0 0 
V a n c o u v e r Curb Exchange a n n u a l s u s t a i n i n g f e e 4 0 0 . 0 0 
G r i z z l y Mine Equipment o u t s t a n d i n g 4 6 5 . 1 5 
E n g i n e e r i n g f e e s and ad v a n c e s r e Specogna p r o p e r t y 1 , 8 5 0 . 0 0 

[2 r e p o r t s , t r i p t o p r o p e r t y , and c o s t 
e s t i m a t e f a r diamond d r i l l i n g ] 

Payment t o watchman a t M i d n i g h t Mine and m i l l 
T r a v e l t o R o s s l a n d , B.C. t o i n s p e c t c u r r e n t 

c o n d i t i o n o f M i d n i g h t Mine and m i l l 
Downpayment on Specogna p r o p e r t y o p t i o n 

300.00 

1 3 3 . 4 0 
1 5 , 0 0 0 . 0 0 

• • • • • • • . 

• T o t a l S 4 7 , 0 7 0 . 2 6 

S o u r c e o f Funds 

A p p l i c a t i o n o f Funds 
C u r r e n t Bank B a l a n c e 

- • 

• P r e p a r e d w i t h o u t a u d i t 

1 4 7 , 0 7 8 . 2 6 
1 3 . 7 2 1 . 7 4 

$ 6 0 , 8 0 0 . 0 0 

860,800.00 

• -
K.G. S a n d e r s , P r e s i d e n t 

May 18, 1977 Wm. Thompson, S e c r e t a r y 



2 0 . S T A T U T O R Y R I G H T S O F RESCISS ION 

Sections 61 and 62 o f the Securities Act (British Columbia) provides in effect, that where a security is offered to the 
public in the course o f primary distribution: 

(a) A purchaser has a right to rescind a contract for the purchase o f a security, while still the owner thereof, i f a copy o f 
the last Statement o f Material Facts, together with financial statements and a summary o f engineering reports as filed 
with the Vancouver Stock Exchange, was not delivered to h im or his agent prior to delivery to either o f them o f the 
written confirmation o f the sale o f the securities. Written notice of intention to commence an action for rescission must 
be served on the person who contracted to sell within 60 days of the date o f delivery o f the written conf irmat ion, but 
no action shall be commenced after the expiration o f three months from the date o f service o f such notice. 

(b) A purchaser has the right to rescind a contract for the purchase o f such security, while still the owner thereof, i f the 
Statement o f Material Facts or any amended Statement of Material Facts offering such security contains an untrue 
Statement o f material fact or omits to state a material fact necessary in order to make any statement therein not 
misleading in the light o f the circumstances in which it was made, but no action to enforce this right can be commenced 
by a purchaser after expiration o f 90 days from the later of the date o f such contract or the date on which such 
Statement o f Material Facts or amended Statement o f Material Facts is received or is deemed to be received by h i m or 
his agent. 

Reference is made to the said Act for the complete text o f the provisions under which the foregoing rights are 
conferred. .. 

•\ 

2 1 . C E R T I F I C A T E O F T H E D I R E C T O R S A N D P R O M O T E R S O F T H E I S S U E R : 

The foregoing constitutes ful l , true, and plain disclosure o f alt material facts relating to the securities offered by this 
Statement o f Material Facts. 

CONSOLIDATED CINOLA MINES LTD.(N.P.L.) 
(Date) 

May 1 8 t h , 1977 

K e n n e t h George Sanders P r e s i d e n t & D i r e c t o r W i l l i a m Thompson 

• 

S e c r e t a r y & D i r e c t o r ! 

I v o n S h e a r ^ n g 1 ^ / D i r e d t o f 

R o b e r t S t e i n e r - D i r e c t o r 

iss B a i i f e y y r > i r e c t o r ^ 

C E R T I F I C A T E O F T H E U N D E R W R I T E R ( S ) : 

T o the best o f our knowledge, information, and belief, the foregoing constitutes fu l l , true, and plain disclosure o f all 
material facts relating to the securities offered by this Statement o f Material Facts. 

.•I 

CONTINEN 
• 

PER: 


