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

P u r s u a n t t o an Agency Agreement d a t e d t h e 4 t h J a n u a r y , 
1979 C a n a r i m I n v e s t m e n t C o r p o r a t i o n L t d . o f 1350-409 G r a n v i l l e 
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 , as t o 66 2/3% and C o n t i n e n t a l 
C a r l i s l e D o u g l a s L t d . o f 600-789 West Pender 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 , as t o 33 1/3% ( t h e "Agents") a g r e e d t o a c t as 
t h e A g e n t s 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.) ( t h e " I s s u e r " ) 
and use t h e i r b e s t e f f o r t s t o s e l l t o t h e p u b l i c i n B r i t i s h C o l u m b i a 
t h r o u g h t h e f a c i l i t i e s o f t h e V a n c o u v e r C u r b Exchange ( t h e "Exchange") 
2 0 0,000 s h a r e s o f t h e I s s u e r a t t h e m a r k e t p r i c e p r e v a i l i n g f rom 
t i m e t o t i m e on t h e V a n c o u v e r C u r b Exchange, b u t n o t l e s s t h a n $2.50 p e r 
s h a r e . The o f f e r i n g w i l l commence on a d a t e s p e c i f i e d by t h e 
V a n c o u v e r Curb Exchange b e i n g t h e E f f e c t i v e Date s e t f o r t h on t h e 
f i r s t page h e r e o f , and c o n t i n u e f o r a p e r i o d o f t h i r t y t r a d i n g d a y s 
o r u n t i l a l l t h e 200,000 s h a r e s a r e s o l d , w h i c h e v e r s h a l l f i r s t o c c u r 

The A g e n t s w i l l r e c e i v e a n a g g r e g a t e f e e o f $ 5 0 0 . 0 0 on t h e 
E f f e c t i v e Date and a c o m m i s s i o n o f 6% o f t h e g r o s s s a l e s a t t h e t i m e share 
a r e s o l d . I n t h e e v e n t a l l s h a r e s a r e s o l d t h e A g e n t s w i l l r e c e i v e 
an a d d i t i o n a l 1^% o f g r o s s s a l e s l e s s t h e i n i t i a l f e e o f $500.00. 
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 n e t p r o c e e d s 
f r o m t h e o f f e r i n g o f s h a r e s p u r s u a n t t o 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 , i n t h e e v e n t a l l o f t h e 200,000 s h a r e s a r e s o l d a t t h e minimum 
p r i c e o f $2.50 p e r s h a r e t h e p r o c e e d s w i l l be $500,000, l e s s 
c o m m i s s i o n o f $37,500.00 f o r a n e t amount o f $462,500.00. The 
A g e n t s , s u b j e c t t o t h e b y - l a w s o f t h e V a n c o u v e r Curb Exchange, 
may a l s o make p u r c h a s e s and s a l e s o f t h e s h a r e s o f t h e I s s u e r f o r 
t h e p u r p o s e o f m a i n t e n a n c e o f an o r d e r l y m a r k e t f o r t h e s h a r e s o f 
t h e I s s u e r and t o a s s i s t i n t h e d i s t r i b u t i o n o f t h e o f f e r e d s h a r e s . 
None o f t h e s h a r e s o f f e r e d h e r e b y may be p u r c h a s e d by any o f t h e 
I n s i d e r s o f t h e I s s u e r . The I s s u e r ' s s h a r e s a r e l i s t e d o n l y on 
t h e V a n c o u v e r C u r b Exchange. 

T r a d i n g was h a l t e d i n t h e s h a r e s o f t h e I s s u e r on 
December 7th,1978 p e n d i n g c l a r i f i c a t i o n o f d r i l l i n g r e s u l t s on t h e 
Company's Queen C h a r l o t t e I s l a n d s P r o p e r t y . A t t h e t i m e t r a d i n g 
was h a l t e d t h e l a s t t r a d i n g was a t $1.68 p e r s h a r e . T h e r e has 
been no t r a d i n g i n t h e Company's s h a r e s d u r i n g t h e p r e c e d i n g f o u r 
weeks from t h e d a t e o f t h e C e r t i f i c a t e s t o 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 . 
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The f o l l o w i n g b e n e f i c i a l l y own, d i r e c t l y o r i n d i r e c t l y , 
i n e x c e s s o f 5% o f e a c h c l a s s o f i s s u e d s h a r e s o f t h e A g e n t s : 

C a n a r i m I n v e s t m e n t C o r p o r a t i o n L t d . 

Name and A d d r e s s 

A l f r e d E. T u r t o n , 
1 Lake V i e w S q u a r e , 
W i n n i p e g , M a n i t o b a . 

The M a c L a c h l a n I n v e s t m e n t s 
C o r p o r a t i o n , 
1350-409 G r a n v i l l e S t r e e t , 
V a n c o u v e r , B.C. 

B r i a n D.Harwood, 
1350-409 G r a n v i l l e S t r e e t , 
V a n c o u v e r , B.C. 

No. o f S h a r e s 

24,119 Common 

15,212 Common 

5,625 Common 

P e r c e n t a g e 

54% 

34% 

12% 

P e t e r Brown o f 1350-409 G r a n v i l l e S t r e e t , V a n c o u v e r , B.C., i s 
th e s o l e s h a r e h o l d e r o f The M a c L a c h l a n I n v e s t m e n t s C o r p o r a t i o n 

C o n t i n e n t a l C a r l i s l e D o u g l a s L t d . 

Name and A d d r e s s No. o f S h a r e s 

Angus I . M a c P h a i l , 
600-789 West P e n d e r S t r e e t , 
V a n couver,B.C. 

G.Robert F a y , 
600-789 West P e n d e r S t r e e t , 
V ancouver,B.C. 

D o u g l a s A. S c a m m e l l , 
600-789 West Pender S t r e e t , 
V a n c o u v e r , B.C. 

Joh n N. C a r l i s l e , 
600-789 West P e n d e r S t r e e t , 
V a ncouver,B.C. 

D a v i d J . D o u g l a s , 
600-789 West Pender S t r e e t , 
V a ncouver,B.C. 

256 Common 

256 Common 

122 Common 

61 Common 

61 Common 

P e r c e n t a g e 

25.5% 

25.5% 

12.25% 

6.125% 

6.125% 
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C o n t i n e n t a l C a r l i s l e D o u g l a s L t d . (Cont) 

Name and A d d r e s s 

Thomas L. T a y l o r , 
600-789 West Pender S t r e e t , 
V a ncouver,B.C. 

Dean Duggan, 
600-78 9 West Pender S t r e e t , 
Vancouver,B.C. 

J . A r t h u r C h a r p e n t i e r , 
600-789 West Pender S t r e e t , 
V ancouver,B.C. 

R i c h a r d J . B r o a d , 
600-789 West Pender S t r e e t , 
V ancouver,B.C. 

C o n t i n e n t a l S e c u r i t i e s 
C o r p o r a t i o n (1971) L t d . , 
600-789 West Pender S t r e e t , 
V ancouver,B.C. 

C a r l i s l e D o u g l a s Adam & Co. 
L t d . , 
600-789 West Pender S t r e e t , 
Vancouver,B.C. 

No. o f S h a r e s 

61 Common 

61 Common 

60 Common 

61 Common 

P e r c e n t a g e 

6.125% 

6.125% 

6.125% 

6.125% 

15,075 P r e f e r r e d 49.15% 

15,595 P r e f e r r e d 50.85% 

D u r i n g t h e c u r r e n c y o f t h e o f f e r i n g t h e A g e n t s may be 
c o n s i d e r e d t h e ma r k e t makers o f t h e s h a r e s o f I s s u e r . The A g e n t s 
do n o t b e n e f i c i a l l y own any s h a r e s o r o t h e r s e c u r i t i e s o f t h e 
I s s u e r . The P r e s i d e n t o f t h e I s s u e r , K e n n e t h S a n d e r s , i s 
n o r m a l l y t h e ma r k e t maker o f t h e I s s u e r . The number o f s h a r e s 
c o n t r o l l e d by Kenneth S a n d e r s i s 366,550 s h a r e s . 

The number o f 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 o f e a c h 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 t h e 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% o r more o f t h e i s s u e d s h a r e s as a g r o u p i s 
1,049,450 s h a r e s and 31.94%. 

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 t a t e m e n t 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 , i s 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 
Cor o r e . 
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The s h a r e s o f t h e 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 d e v e l o p m e n t s t a g e . 

The m i n e r a l p r o p e r t i e s o f t h e I s s u e r o t h e r t h a n t h e 
M i d n i g h t Crown G r a n t a r e h e l d by l o c a t i o n under t h e M i n e r a l A c t 
and have n o t been s u r v e y e d , and a c c o r d i n g l y t h e i r p r e c i s e bound
a r i e s may be i n d o u b t . 

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

By a F i l i n g S t a t e m e n t d a t e d November 2 0 t h , 1 9 7 8 , a 
p r i v a t e p l a c e m e n t o f 500,000 s h a r e s o f t h e Company a t a p r i c e o f 
$0.90 p e r s h a r e w i t h one S h a r e P u r c h a s e W a r r a n t a t t a c h e d was 
a p p r o v e d . These s h a r e s a r e r e q u i r e d t o be h e l d f o r a minimum 
o f one y e a r f r o m J a n u a r y 3,1979. The S h a r e P u r c h a s e W a r r a n t s 
a t t a c h e d t o t h e s e s h a r e s a r e v a l i d f o r a p e r i o d o f t h r e e y e a r s 
f r o m J a n u a r y 3,1979 and may be e x e r c i s e d a t p r i c e s between $1.00 
and $1.35 p e r s h a r e d e p e n d i n g upon t h e t i m e o f e x e r c i s i n g t h e 
W a r r a n t s . None o f t h e 500,000 s h a r e s p u r c h a s e d w i t h t h e 
S h a r e P u r c h a s e W a r r a n t s may be s o l d b e f o r e J a n u a r y 3,1980. The 
p r i n c i p a l p u r p o s e s f o r w h i c h t h e p r o c e e d s f r o m t h i s p r i v a t e p l a c e m e n t 
w i l l be use d a r e : 

To pay o f f t h e b a l a n c e o f t h e p u r c h a s e p r i c e o f 
t h e Queen C h a r l o t t e P r o p e r t i e s p r i o r t o A p r i l 7,1979 
and t h e b a l a n c e o f t h e p r o c e e d s , i n c l u d i n g any p r o c e e d s 
f r o m t h e e x e r c i s e o f t h e W a r r a n t s , w i l l be used by t h e 
I s s u e r f o r g e n e r a l c o r p o r a t e p u r p o s e s . 

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

I n t h e e v e n t a l l t h e 200,000 s h a r e s o f t h i s o f f e r i n g 
a r e s o l d a t t h e minimum p r i c e o f $2.50 p e r s h a r e t h e n e t p r o c e e d s 
a f t e r c o m m i s s i o n w i l l amount t o $462,500.00. T h i s sum w i l l be 
used as f o l l o w s : -

(a) To c o n t i n u e t h e d r i l l i n g programme on t h e 
Queen C h a r l o t t e P r o p e r t y as recommended by 
A . F . R o b e r t s , P.Eng., i n h i s r e p o r t d a t e d O c t o b e r 
17,1977, as amended by addenda d a t e d May 9,1978, 
O c t o b e r 30,1978 and J a n u a r y 4,1979, a t an e s t i m a t e d 
c o s t o f $400,000.00 

(b) G e n e r a l c o r p o r a t e p u r p o s e s 62,500.00 
$462,500.00 
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Any e x c e s s r e c e i v e d o v e r t h e minimum w i l l be used f o r g e n e r a l 
c o r p o r a t e p u r p o s e s . No f u n d s w i l l be used on any o t h e r P r o p e r t y 
w i t h o u t f i l i n g an a c c e p t a b l e u p - d a t e d e n g i n e e r i n g r e p o r t 
w i t h t h e V a n c o u v e r C u r b Exchange. 

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 F I V E YEARS THE NAME OF EACH EMPLOYER 

Name and A d d r e s s 

K e n n e t h George S a n d e r s , 
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 and 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 

No. o f S h a r e s o f 
I s s u e r Bene- 
f i c i a l l y Owned 

366,550 

W i l l i a m Thompson, 
106-7180 L i n d e n Avenue, 
Burnaby,B.C. 

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 Avenue, 
Vancouver,B.C. 

D i r e c t o r 

A l l a n Morrow, 
648 E a s t 2nd S t r e e t , 
N o r t h Vancouver,B.C. 

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

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

B.C.Telephone 
Company T e c h n i c i a n 

99,250 

110,550 

5,000 

D i r e c t o r 

N o l a P e t e r s o n , A c c o u n t R e p r e s e n t - 10,600 
1295 G l y n d e Avenue, a t i v e , Bank o f 
Burnaby,B.C. M o n t r e a l 

D i r e c t o r and 
S e c r e t a r y 
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(,. PARTICULARS 01' Till : CORPORATE STANDING OF 
THE ISSUER _ 

The I s s u e r was l ncoi poi at cd on Kebt uary 7th,1962, under 
C e r t i f i c a t e No. 52,623 as C i n o l a Mines I.Id. ( 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 the l o t h Januar y, 1 97 3 , a t which time i t s 
name was changed to 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 Annual Report of the I s s u e r was f i l e d w i t h the 
R e g i s t r a r o f Companies on May 18t h , 1978, and a l l f i l i n g s r e q u i r e d 
t o be made under the S e c u r i t i e s Act and Companies A c t o f the 
P r o v i n c e o f B r i t i s h Columbia a r e u p - t o - d a t e . 

The I s s u e r ' s l a s t p i e p a i e d i n d i t e d f i n a n c i a l s t a t e m e n t s 
are as of the y e a r ended December H,1977, and on the 6 t h A p r i l 
the I s s u e r ' 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 the 1978 G e n e r a l Meeting was h e l d on the 28th d a/ o f 
A p r i l , 1 9 7 8 . 

The I s s u e r i s p r i m a r i l y engaged i n the 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 SHAKE CAPITAL 
OF THE ISSUER 

The a u t h o r i z e d c a p i t a l of the I s s u e r c o n s i s t s o f 5,000,000 
shar e s w i t h o u t >>ar v a l u e , of which t h o i e a r e iss u e r ! on the date 
hereof 3,285,226 s h a r e s as f u l l y p a i d . The I s s u e r ' s c a p i t a l was 
c o n s o l i d a t e d on January 10th, 1971, on a one f o r two shar e b a s i s . 
I !>«),(> J1 s h a r e s of the I s s u e r a i e hi?Id i n reser ve f o r exchange f o r 
u n c o n s o l i d a t e d s h a r e s . 

THK PR ICES.. AT WHICH SECURITIES OF THE ISSUER HAVE 
BEEN ISSUED DURING THE PAST YEAR 

D u r i n g the past y e a r 150,ooo t r e a s u r y s h a r e s have 
boon i s s u e d a t a p r i c e o l $0.60 per s h a r e , 150,000 t r e a s u r y s h a r e s 
have been i s s u e d at a p r i c e of SO.VO pel s h a r e and 500,000 t r e a s u r y 
s h a r e s have been i s s u e d at a p r i c e of $0.90 per s h a r e . 75,000 s h a r e s 
were i s s u e d t o K. G. Sa n d e r s under t h e Specogna Agreement a t a 

deemed p r i c e o f $0.50 p e r s h a r e . 
( ) . PARTICULARS OF ANY BONDS, DEBENTURES, NOTES, MORTGAGES , 

CHARGES, LIENS OR HYPOTMECATJ()NS OK THE ISSUER 

No bonds, d e b e n t u r e s , n o t e s , mortages, 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 the I s s u e r . 

In. PARTICULARS OK IMPORTANT PROPERTIES PRESENTLY OWNED, 
LEASED, HELD UNDER OPTION OR OPERATED BY THE JSSIJER OR 
ANY SUBSIDIARY THEREOF OR PROPOSED TO BE OWNED, LEASED, 
HELD UNDER OPTION OR OPERATED BY THE ISSUER OR ANY 
SUBSIDIARY THKREOK 

K< »ss l aid Proper t y 
The I s s u e r owns o u t i i g h t M i d n i g h t Crown Granted 
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M i n e r a l C l a i m , L o t 1186, one m i l e west o f t h e 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 d e v e l o p m e n t by Sand M i n e s 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 M i n e s 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 , 1 9 7 4 , p r o v i d i n g f o r t h e payment by Sand M i n e s L t d . 
t o t h e I s s u e r o f 20% s m e l t e r r e t u r n s . 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 o t h e r t h a n making payment o f 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 s o u g h t f r o m t h e V a n c o u v e r 
C u r b Exchange. 

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

The I s s u e r h o l d s by a s s i g n m e n t t h e Agreement d a t e d 
A p r i l 7 t h , 1 9 7 7 , between Ke n n e t h 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 V a n c o u v e r , B.C., and E f r e m Specogna 
o f 161 C e n t e n a r y D r i v e , Nanaimo, B.C., w h i c h i s an 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 1 - 8 #34966/973 
BABE 9 - 17 #35222/35230 
BABE 18 - 23 #36578/36583 
BABE 24 - 29 #36601/606 
BABE 30 - 31 #36746/47 
BABE 32 #36748 
RIC 1 - 12 #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 f 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 . 

D u r i n g 1977 t h e I s s u e r e s t a b l i s h e d a base camp on t h e 
Queen C h a r l o t t e p r o p e r t i e s f o r accommodation f o r s i x men, i m p r o v e d 
e x i s t i n g r o a d s and c o n d u c t e d a BQ s u r f a c e diamond d r i l l i n g programme 
o f a p p r o x i m a t e l y 3,000 f e e t i n 15 h o l e s t o t h e a p p r o x i m a t e c o s t o f 
$70,000.00. D u r i n g 1978 t h e I s s u e r d r i l l e d a f u r t h e r 1227 m e t r e s 
i n 8 h o l e s a t t h e a p p r o x i m a t e c o s t o f $90,000. DDH#78-8 i s l o c a t e d 
40 m e t r e s n o r t h o f DDH#78-6 and was c o m p l e t e d t o a d e p t h o f 185 m e t r e s . 
None o f t h e c o r e f r o m DDH#78-8 has been l o g g e d , s p l i t o r a s s a y e d , and 
t h e management o f t h e I s s u e r makes no r e p r e s e n t a t i o n s as t o t h e c o n 
t e n t s o f DDH#78-8 w h a t s o e v e r . 

DDH#78-6 and r e l a t e d m a t t e r s a r e a l s o r e v i e w e d i n a 
r e p o r t by R.H.Seraphim, Ph.D., P.Eng., d a t e d December 14,1978, a 
copy o f w h i c h i s a t t a c h e d h e r e t o and forms a p a r t o f t h i s S t a t e 
ment o f M a t e r i a l F a c t s . 

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 

By Agreement between Ke n n e t h S a n d e r s o f N o r t h V a n c o u v e r , 
B.C. and E f r e m Specogna o f Nanaimo, B.C., d a t e d A p r i l 7 t h , 1 9 7 7 , t h e 
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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. S a n d e r s has made t h e $15,000.00 f i r s t two p a y m e n t s ) . T h e r e 
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 $450,000.00 i f p a i d f u l l y by A p r i l 7 t h , 1979. The 
t o t a l amount p a i d t o d a t e under t h e Specogna Agreement i s 
$52,500.00. The I s s u e r p r o p o s e s t o pay t h e b a l a n c e p r i o r t o 
A p r i l 7, 1979. 

E f r e m Specogna s t a k e d t h i s p r o p e r t y s e v e n 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 t h e p r o p e r t y t o d a t e . 

Mr. S a n d e r s by Agreement d a t e d A p r i l 2 8 t h , 1977, has 
a g r e e d 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 . 

225,000 o f s u c h s h a r e s have been a l l o t t e d and i s s u e d and 
t h e r e m a i n i n g 75,000 s h a r e s may be a l l o t t e d 270 d a y s a f t e r 
May 2nd, 1977, upon f i l i n g a c c e p t a b l e u p - d a t e d E n g i n e e r i n g 
R e p o r t . I t i s p r o p o s e d t o a p p l y f c r a p p r o v a l t o i s s u e t h e s e 
75,000 s h a r e s f o r t h w i t h . 

The 300,000 s h a r e s r e p r e s e n t i n g p a r t o f t h e c o n s i d e r a t i o n 
h e r e i n 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 V a n c o u v e r 
S t o c k 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 V a n c o u v e r 
S t o c k 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 

Kenneth S a n d e r s , P. Eng., P r e s i d e n t o f t h e I s s u e r , may be 
c o n s i d e r e d t h e p r o m o t e r o f t h e I s s u e r . N o t h i n g o f v a l u e has 
been r e c e i v e d by him o t h e r t h a n t h e f o l l o w i n g : -

K e n n e t h S a n d e r s , P.Eng., P r e s i d e n t o f t h e I s s u e r , has 
r e c e i v e d a payment o f $1,550.00 f o r e n g i n e e r i n g f i e l d 
work d u r i n g 1977. Under h i s Agreement o f A p r i l 2 8 t h , 
1977, t h e I s s u e r has r e p a i d Mr. S a n d e r s t h e $15,000.00 
he had p a i d t o E f r e m Specogna and i s s u e d 225,000 t r e a s u r y 
s h a r e s t o him. 
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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 
e s c r o w and 221,335 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 
of 455 B u r r a r d S t r e e t , V a n c o u v e r , B.C. 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 
Va n c o u v e r C u r b Exchange and 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 . 
I n a d d i t i o n , i f t h e p r o p e r t y f o r w h i c h t h e e s c r o w e d s h a r e s were 
i s s u e d i s l o s t by t h e I s s u e r , t h e h o l d e r s o f s u c h s h a r e s may be 
r e q u i r e d t o g i f t b ack a l l s u c h s h a r e s , n o t t h e n r e l e a s e d f r o m 
e s c r o w , t o t h e I s s u e r . 

14. THE NUMBER OF EQUITY SHARES OF THE ISSUER OWNED 
BENEFICIALLY, DIRECTLY OR INDIRECTLY, BY EACH 
PERSON OR COMPANY WHO OWNS, OR I S 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 No. o f s h a r e s 

K enneth George S a n d e r s , 366,550 
1940 L i m e r i c k P l a c e , 
N o r t h Vancouver,B.C. 

A n g e l o T o s i , 457,500 
624 M a i n S t r e e t , 
V ancouver,B.C. 

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 I s s u e r , w h i c h i s d i s p u t e d on 
th 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 . T h e r e 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 i v e 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 ISSUER 

The r e 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 , 
o t h e r t h a n t h e payments d e t a i l e d i n Item 12 h e r e i n . 
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17. BRIEF PARTICULARS OF ALL OPTIONS TO PURCHASE 
SECURITIES OF THE ISSUER UNLESS OTHERWISE 
DISCLOSED HEREIN 

(a) There a r e Share P u r c h a s e W a r r a n t s o u t s t a n d i n g w h i c h a r e 
v a l i d t o J a n u a r y 3,1982 under w h i c h 500,000 t r e a s u r y s h a r e s o f 
the I s s u e r may be p u rchased a t $1.00 p e r s h a r e t o J a n u a r y 3,1980, 
t h e n $1.10 t o J a n u a r y 3,1981, and t h e n $1.35 t o J a n u a r y 3, 1982. 
None o f t h e s h a r e s p u r c h a s e d p u r s u a n t t o s u c h Share P u r c h a s e 
W a r r a n t s may be s o l d by t h e h o l d e r s p r i o r t o J a n u a r y 3, 1980. 

(b) There a r e 75,000 t r e a s u r y s h a r e s t o be p a i d f o r t h e 
assignment o f the Agreement on t h e Queen C h a r l o t t e P r o p e r t i e s . 

(c) There a r e 40,000 t r e a s u r y s h a r e s t o be p a i d f o r t h e 
r e l e a s e o f t h e Mine w o r k i n g agreement w i t h Sand Mines L t d . 

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 
STILL IN EFFECT AND NOT PREVIOUSLY DISCLOSED HEREIN 

There a r e no c o n t r a c t s o f any m a t e r i a l i t y e n t e r e d i n t o 
by the I s s u e r w i t h i n the above two y e a r s not d i s c l o s e d h e r e i n . A l l 
Agreements r e f e r r e d t o h e r e i n may be examined u n t i l a p e r i o d o f 
30days a f t e r the c o m p l e t i o n of t h e p r i m a r y h e r e i n a t the Head 
O f f i c e o f the I s s u e r a t #807-543 G r a n v i l l e S t r e e t , Vancouver,B.C. 
d u r i n g the hours o f 9 a.m. t o 4 p.m., upon r e a s o n a b l e n o t i c e . 

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

By an Agreement i n w r i t i n g w i t h Sand Mines L t d . dated 
June 2nd,1978 as amended by l a t e r Agreements d a t e d J u l y 14,1978 and 
September 11,1978, the I s s u e r has o b t a i n e d the r e l e a s e o f Mine 
wo r k i n g agreement w i t h Sand Mines L t d . d a t e d November 6th,1974 
f o r the w o r k i n g of the I s s u e r ' s 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 
a t R o s s l a n d , B..C. The Agreement f u r t h e r t r a n s f e r s t o the I s s u e r 
c e r t a i n mine a s s e t s o f the approximate v a l u e of $40,000.00 as w e l l 
as the o p t i o n t o o b t a i n f u r t h e r crown g i a n t e d m i n e r a l c l a i m s and a 
l o c a t e d f r a c t i o n a l m i n e r a l c l a i m a t the mine s i t e . The c o n s i d e r a -
t ion f o r t h i s i s 40,000 f r e e t r a d i n g s h a r e s of the I s s u e r which 
have not y e t been i s s u e d . 
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AUDITOR'S REPORT 

The Shareholders, 
Consolidated C i n o l a Mines Ltd. (N.P.L.) 

We have examined the Balance Sheet of Consolidated 
C i n o l a Mines L t d . (N.P.L.) as at December 31, 1977 and the 
Statement of Source and A p p l i c a t i o n of Funds and Schedules 
of Deferred E x p l o r a t i o n , Development and Administration 
Expenditures f o r the year ended December 31, 1977. Our 
examination included a general review of the accounting 
procedures and such t e s t s of accounting records and other 
supporting evidence as we considered necessary i n the 
circumstances. 

In our opinion, the accompanying Balance Sheet, 
Statement of Source and A p p l i c a t i o n of Funds and Schedules 
of Deferred Exploration, Development and Administration 
Expenditures present f a i r l y the f i n a n c i a l p o s i t i o n of 
Consolidated C i n o l a Mines L t d . (N.P.L.) as at December 31, 
1977 and cost of i t s deferred expenditures f o r the year 
then ended i n accordance with g e n e r a l l y accepted accounting 
p r i n c i p l e s , applied.on a b a s i s consistent i n a p p l i c a t i o n 
to that of the previous year. 

GOODMAN & CO. 

C e r t i f i e d General Accountants 

Vancouver, B.C. 
March 29th, 1978 



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

Balance Sheet as at December 31, 1977 

(with comparative f i g u r e s as at December 31, 1976) 

ASSETS 
Current A s s e t s : 

Cash 
i Accounts Receivable 
' Prepaid Expenses 

\ Mining P r o p e r t i e s ; (Note 1) 
! Mineral Claims, at cost 
i 
\ Buildings and Equipment, at cost 
> 

5 Deferred Expenses : 
I Exploration, Development and 

Administration - Schedule 1 
i Incorporation 

TOTAL 

December 31, 
1977 

$ 5,372.30 
7, 257.30 
7,060.16 

$ 19,689.76 

$ 171,250.00  

$ 59,450.39 

$ 572,186.61 
2,000.00  

$ 574,186.61 

$ 824,576.76 

December 31, 
1976 

$ 10.89 
1,000.00 

$ 1,010.89 

$ 100,000.00 

$ 50,083.03 

$ 492,931.52 
2,000.00  

$ 494,931.52 

$ 646,025.44 

LIABILITIES 
Current L i a b i l i t i e s ; 

S a l a r i e s & Wages 
Accounts payable 
Loans 

Loan from shareholder  

C a p i t a l ; 
Authorized: 5,000,000 shares, no par 

value 
Issued; 2,485,225 shares 

D e f i c i t 

16,653.51 
1,500.00  

$ 18,153.51 

TOTAL 

$ 934,196.25  

$ (127,773.00) 

$ 824,576.76 

$ 13,754.40 
28,052.04 
2,410.00  

$ 44,216.44 

$ 3,800.00 

$ 725,782.00  

$ (127, 773.00) 

$ 646,025.44 

Signed on behalf of the 
Board of D i r e c t o r s . 

r e c t o r ^J- ^ v v v , / ^ pj: 

r^<>7^^ D i r e c t o r 

This i s the Balance Sheet r e f e r r e d to 
i n our report dated March 30th, 1978. 

GOODMAN & CO. 
£ ' / \ ( -, 

C e r t i f i e d General Accountants 

The accompanying notes are an i n t e g r a l part of these f i n a n c i a l statements. 



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

Deferred E x p l o r a t i o n , Development and Administration Expense  

f o r the year ended December 31, 1977 

(with comparative f i g u r e s f o r the year ended December 31, 1976) 

December 31, December 31, 

Exploration and Development Expense 
Assaying 
Camp Supplies 
D r i l l i n g 
Engineering 
Equipment Rental 
Repairs and Maintenance 
Taxes 
Travel 
Wages and b e n e f i t s 

TOTAL 

Administration Expense : 
Accounting and a u d i t 
A d v e r t i s i n g 
Legal 
Miscellaneous 
O f f i c e Rent 
O f f i c e Supplies and P r i n t i n g 
Stock Exchange Fees 
Telephone 
Transfer Agent 
Travel 

TOTAL 

Total Expense f o r the year 

Less : Reduction i n accounts payable 

Net Expense f o r the year 

Total Expense to end of the previous year  

Total Expense to end of current year 

1977 1976 

$ 3,443.82 $ 
718.08 -56,637.59 -7,272.30 -3,025.00 -611.89 -107.26 196. 51 

3,067.87 200. 00 
3,118.23 600. 00 

$ 78,002.04 $ 996. 51 

$ 2,750.00 $ 500. 00 
860.77 55. 00 

5,500.00 200. 00 
81.64 119. 92 

1,407.50 -2,801.20 -1,700.00 400. 00 
1, 634.38 -5,560.59 25. 00 
2,690.44 -

$ 24,986.52 $ 1,299. 92 

$ 102,988.56 $ 2,296. 43 

$ 23,733.47 $ _ 

$ 79,255.09 $ 2,296. 43 

? 492,931.52 $ 490,635. 09 

? 572,186.61 ? 492,931. 52 



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

Statement of Source and A p p l i c a t i o n of Funds  

f o r the period ended December 31, 1977 

(with comparative f i g u r e s f o r the year ended December 31, 1976) 

December 31, December 31, 

Funds were derived from; 
i Reduction i n accounts payable 
j Sale of shares 

Funds were applied t o ; 
Exploration, development and 
administration expense 

Property payments 
Paid Loan from shareholder 
Buildings and Equipment 

Increase (Decrease) i n Working C a p i t a l 

Working C a p i t a l d e f i c i e n c y at  
beginning of period 

Working C a p i t a l (Deficiency) at end  
of period 

Represented by; 
Current Assets 
Current L i a b i l i t i e s 

Working C a p i t a l (Deficiency) 

1977 1976 

$ 23,733. 47 $ 
159,664. 25 -$ 183,397. 72 $ -

$ 102,988. 56 $ 2,296. 43 
22,500. 00 _ 
3,800. 00 
9,367. 36 

$ 138,655. 92 $ (2,296. 43) 

$ 44,741. 80 $ (2,296. 43) 

$ (43, 205. 55) $ (40, 909. 12) 

$ 1,536. 25 (43, 205. 55) 

$ 19,689. 76 $ 1,010. 89 
18,153. 51 44,216. 44 

$ 1,536. 25 $ (43, 205. 55) 



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

N o t e s t o F i n a n c i a l S t a t e m e n t s o f December 31, 1977 

M i n i n g P r o p e r t i e s : 
• 

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 . 

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, K e n n e t h G. S a n d e r s , 
o b t a i n e d f r o m E f r e m Specogna an o p t i o n t o a c q u i r e M i n e r a l 
C l a i m s 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 . 

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 . There i s 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 b y A p r i l 7 t h , 1978, o r $450,000.00 by 
A p r i l 7 t h , 1979. 

Mr. S a n d e r s has a s s i g n e d t h i s O p t i o n Agreement t o t h e 
Company 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 Company. 

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 

L e g a l A c t i o n 

A w r i t has b e e n i s s u e d a g a i n s t t h e Company by 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 
agreement 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 been 
t a k e n by F e d e r a t e d . 

2/ 
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3. Operation Agreement 

By Agreement i n w r i t i n g dated November 6th, 1974, as 
amended by Agreement dated December 13th, 1974, with 
Sand Mines Ltd., the Company gave to Sand Mines Ltd. 
the r i g h t to operate the Company's mine at Rossland 
under terms i n t e r a l i a that the Company pay a 20% 
net smelter return on a l l ore produced. Sand Mines 
Ltd. has f o r several months ceased to operate under 
the s a i d Agreement and i t i s a n t i c i p a t e d that t h i s 
Agreement w i l l be surrendered to the Company for 
c a n c e l l a t i o n . 

The issued share c a p i t a l of the Company i s as f o l l o w s : 

4. Share C a p i t a l 

No. of shares Consideration 

For cash 1,984,787 $ 730,271.25 

For mineral p r o p e r t i e s 500,438 
2,485,225 

$ 203, 925.00 
$ 934,196.25 

5. Remuneration of O f f i c e r s and D i r e c t o r s 

A s a l a r y of $1,550.00 was paid to one o f f i c e r during 
the year ended December 31, 1977. 



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

B a l a n c e S h e e t as a t November 30, 1978 

November 30, 1978 

C u r r e n t A s s e t s : 
C a s h 
P r e p a i d E x p e n s e s 

ASSETS 

$ 29,479.60 
7,060.16 

$ 36,539.76 

M i n i n g P r o p e r t i e s : 
M i n e r a l C l a i m s a t c o s t 

B u i l d i n g s and Equipment, a t c o s t 
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 
I n c o r p o r a t i o n 

TOTAL: 

$ 200,640.00 
$ 62,450.00 

$ 725,380.80 
2,000.00 

$ 727,380.80 
$1,027,010.95 

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 
A c c o u n t s p a y a b l e 
Loans 

$ 1,250.00 
22,837.70 
1,500.00 

$ 25,587.70 

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 : 

D e f i c i t 
2,785.226 s h a r e s 

S i g n e d on b e h a l f o f t h e 
Board o f D i r e c t o r s : 

1 

TOTAL: 

$ 1,129,196. 25 
(127,773.00) 

1,027,010.95 

(PREPARED WITHOUT AUDIT) 
BY COMPANY MANAGEMENT 



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

Statement of Source and A p p l i c a t i o n of Funds  

For the Eleven Month Period Ended November 30, 1978 

Funds were derived from: 
Underwriting of 150,000 shares @ 60C June 16, 1978 $ 90,000. 00 
Option of 150,000 shares @ 70C August 14, 1978 105,000. 00 

$ 195,000. 00 

Funds were applied to: 
Mineral Claims $ 29,390. 00 
Buildings and Equipment 3,000. 00 
Exploration, Development and Administration 
Expense 153,194. 19 

$ 185,584. 19 

Increase i n Working C a p i t a l 9,415. 81 
Working C a p i t a l at beginning of Period 1,536. 25 

Working C a p i t a l at End of Period $ 10,952. 06 

Represented by: 
Current Assets $ 36,539. 76 
Current L i a b i l i t i e s 25,587. 70 

Working C a p i t a l $ 10,952. 06 

(PREPARED WITHOUT AUDIT) 



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

Deferred E x p l o r a t i o n , Development and Administration Expense 

For the eleven month period ended November 30, 1978 

Exploration and Development Expenses 
Assaying 
Camp Supplies 
Diamond D r i l l i n g 
Engineering 
Truck Lease 
Mineral Land Tax 
Wage and Ben e f i t s 
Midnight T r a i l e r Lease 
Travel 
Expense Account 

TOTAL: 

Administration Expenses; 
Accounting and audit 
A d v e r t i s i n g 
Legal 
Miscellaneous 
O f f i c e Rent and Supplies 
P r i n t i n g and Typing 
V.S.E. F i l i n g Fees 
Telephone 
Transfer Agent 
Tr a v e l 
Wages and Benefits 

November 30, 197 

$ 4,529.80 
9,690.10 

81,503.36 
1,149.75 
2,292.15 

87.24 
5,860.28 
1,421.00 
1,584.80 
1,000.00 

$10$,11$.48 

TOTAL: 

1,250.00 
2,246.83 
6,365.50 

407.01 
2,224.19 
1,203.73 
1,900.00 
2,714.70 
1,188.38 

16,579.16 
7,996.21 

$ 44,075.71 

T o t a l Expenses f o r the Period: $153,194.19 

(PREPARED WITHOUT AUDIT) 



A. F. ROBERTS, P.ENG. 
C O N S U L T I N G M I N I N G E N G I N E E R 408-470 G r a n v i l l e S t r e e t 

Vancouver, B.C. V6C 1VQ 

The f o l l o w i n g i s a summary of my r e p o r t on t h e 
5pecoyna Gold P r o s p e c t , Queen C h a r l o t t e I s l a n d s , f o r 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 ] , dated O c t o b e r 17, 1977. 

In t he p e r i o d J u l y - Oc t o b e r , 1977, C o n s o l i d a t e d 
C i n o l a has d r i l l e d 2,224 f e e t o f BQ diamond d r i l l c o r e i n 
13 h o l e s , on a 100 f o o t g r i d . 

These h o l e s v a r i e d i n l e n g t h from 80 f e e t t o 200 
f e e t . The s h o r t e r h o l e s were stopped i n t h e basement.rocks, 
out o f the o r e . 5 i x of the l o n g e r h o l e s f a i l e d t o r e a c h 
the basement r o c k s and were stopped i n o r e . These l a t t e r 
h o l e s w i l l be deepened t o the basement r o c k s a t an unknown 
de p t h . 

D r i l l i n g , t o d a t e , i n d i c a t e s t h a t the t h i c k n e s s o f 
the o r e i n c r e a s e s , w i t h an i m p r o v i n g grade, as the h o l e s are 
moved t o the sou t h and e a s t . A p r e v i o u s o p e r a t o r e s t i m a t e d 
the grade i n the ar e a b e i n g d r i l l e d as 0.075 oz o f g o l d p e r 
t o n . 

R e s u l t s o f the h o l e s are as f o l l o w s : 

Hole No. Total Section Best Section 

Cominco 72-1 5' 80' , 75' of 0.120 40« - 6 0 » , 20« of 0.30 
Cons. Cinola 77-1 20« 160', 140' of 0.056 120» - 160', 40' of 0.086 ~ 

ti II 77-2 0' _ 1 9 2 \ 192' of 0.032 110' - 135', 25' of 0.062 -
ii it 77-3 15' _ 200', 185« of 0.066 65» - 125 \ 65' of 0.103 ^ 
it it 77-4 10' — 185 \ 175* of 0.051 105' - 130', 25' of 0.090 
n it 77-5 20* _ 90' 70' of 0.080 60' - 90« 30' of 0.149 ^ 
II it 77-6 0' - 90' 90» of 0.033 85' - 90' 5' of 0.080 
it ti 77-7 10« — 105', 95« of 0.061 70' - 105' , 35' of 0.080 
II ti 77-8 0» - 40' , 40' of 0.061 5« - 15' , 10' of 0.120 
•i II 77-9 0« - 135' , 135' of 0.083 75» - 130' , 55' of 0.148 -
n n 77-10 0« — 120' , 120' of 0.082 15' - 95' , 80' of 0.101 
»• II 77-11 0« - 200» , 200' of 0.069 ( 5» - 30 1 , 25' of 0.102 

(60' - 85' , 25' of 0.104 
II II 77-12 0' - 200' , 200' of 0.092 105' - 200' , 95' of 0.122 
II •i 77-13 15' 200' , 185' of 0.080 50» - 125' , 75« of 0.111 

CC 77-3, 9, 10, 11, 12 did not roach thn basement rocks. 

The s i l v e r content avtjracjtjs 0.12 oz pur ton. 



A p r e l i m i n a r y e s t i m a t e of the d r i l l i n d i c a t e d ore 
made on the b a s i s o f the 13 h o l e s by C o n s o l i d a t e d C i n o l a , 
one by Cominco, and one by Quint a n a i s : 

a] 1,340,000 tons @ 0.0860 o z / t o n 
or 

b] 1,440,000 tons @ 0.0796 o z / t o n 

The assumed c u t - o f f grade was 0,035 o z / t o n . Econ 
omics o f m i n i n g w i l l d i c t a t e the c u t - o f f g rade, w h i c h , i f 
l o w e r e d , would i n c r e a s e the tonnage s h a r p l y . 

Mr. M.R. W o l f h a r d , o f Q u i n t a n a M i n e r a l s , i n an 
ad d r e s s a t a CIMM c o n v e n t i o n , October 1976, s t a t e d t h a t 
t h i s d e p o s i t c o u l d c o n t a i n up t o 50,000,000 t o n s w i t h a 
grade of 0.06 oz per t o n of g o l d . 

The r e c e n t d r i l l i n g o f o n l y 5 - 6% o f the t o t a l 
prime a r e a , as i n d i c a t e d by Q u i n t a n a ' s work, i n c l u d i n g 
t h e i r d r i l l i n g , appears t o be i m p r o v i n g the grade c o n s i d 
e r a b l y , w i t h a s t r o n g p o s s i b i l i t y o f i m p r o v i n g on the 
tonnage. 

I t i s worth n o t i n g t h a t a company o p e r a t i n g i n 
the U.S., i s p r e s e n t l y m i n i n g 8,000 t o n s of waste, and 
8,000 tons of ore p e r day, w i t h a grade of 0.06 oz p e r 
t o n , and a 0.020 c u t - o f f grade, as quoted i n E &, M J , 
J u l y , 1977. P r e s e n t i n d i c a t i o n s are t h a t C o n s o l i d a t e d 
C i n o l a w i l l have v e r y l i t t l e waste t o remove. 

The e n c o u r a g i n g r e s u l t s o f t h e l a s t d r i l l i n g 
j u s t i f i e s recommending f u r t h e r d r i l l i n g on the p r o p e r t y , 
on a w i d e r d r i l l h o l e s p a c i n g . 

A. F. ROBERTS. P.END . C O N S U L - T I N S M I N I N O K N O I N C E M 
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T h i s program, a minimum o f 4,000 f e e t o f d r i l l i n g , 
p l u s m e t a l l u r g i c a l t e s t i n g f o r the b e s t method o f r e c o v e r i n g 
the g o l d , i s e s t i m a t e d t o c o s t $125,000.00. 

A.F. R o b e r t s , P.Eng. 

Vancouver, B.C., 
October 17, 1977 

A. F. ROBERTS, P.ENO . C O N B U C T I N B M I N I N O E N O . N C M 



ADDENDUM 
TO THE REPORT OF OCTOBER 17, 1977 

UN THE SPECOGNA GOLD PROSPECT 
CUeCN CHARLOTTE ISLANDS, B.C. 

5KLENA MINING DIVISION 
Let. 53°32»N Long. 132°13«W 

f o r 
CONSOLIDATED CINOLA MINE5 LTD. 

1600 -777 Hornby S t r e e t 
Vancouver, B. C. 

May 9, 1978 

Thia addendum i s w r i t t e n et the request of the 
D i r e c t o r s of Consolidated C i n o l a Mines L t d . , end i e e 
resume of the work to date. 

Diamond d r i l l i n g has begun on the property under 
the immediate d i r e c t i o n of Mr. A, M a c K i l l o p , w e l l known 
fieldman, and prospector* 

The f l r e t hole, DDH 78-1, i e 40 meters eaet end 
40 meters south of DDH 77-12, and haa been completed t o 
430 f e a t where i t entered the basement f a u l t . 

DDH 78-2 i e 80 meters north of DDH 78-1, c o n t i n 
uing the r e g u l a r p a t t e r n , to the eaet and south, on a 
wider spacing, as recommended i n the r e p o r t o f October 
17, 1977, and i s at 128 f e e t . 

The core haa not bean logged, or essayed at t h i a 
dete. 

Costa ere estimated at $22.QQ/foot t f o r a t o t a l 
of $13,000.00 to date. 

A. F. ROBERTS, P.ENS , C O N B U L T I N O M I N I N O E N O I N C M 



I t 1* recommended that a f u r t h e r 2,000 f e e t 
of d r i l l i n g be done, b r i n g i n g t o t a l costs to $60,000.00 
f o r t h i s stage. 

I f the grade stende up i n these h o l e s , then 
i t i s recommended that the program i n the rep o r t o f 
October 17, 1977 be completed. 

R e s p e c t f u l l y submitted. 

A.F. Roberts, P.Eng. 

i i -
Vancouver, B.C., j» T r, r 

Hey 9 t h f 197B % V 

• 

: 

A. F. ROBERTS* P.ENO. C O N S U L T I N O M I N I N S B N O I N K M 



CCPJIHCATE 

I , A.F, Roberta of 812 Fairbrook Creacent, R i c h 
mond, B.C.. do hereby c e r t i f y thett 

[ l j I am a graduate of the U n i v e r s i t y of IB r i t i e h Columbie 
[B.Ap.Sc.] i n Mining Engineering, 1951. 

[2] I sm r e g i s t e r e d as a P r o f e s s i o n a l Engineer of the Pro
vince of B r i t i s h Columbie, end em e member of The Can
adian I n s t i t u t e of Mining and Me t a l l u r g y . 

[ 3 j I have p r a c t i c e d my p r o f e s s i o n ainca 1951 with Quatsino 
Copper Gold Mines L t d . , Giant Maacot Mines L t d . , Coeh-
enour W i l l a n s Go~H Mines L t d . , Mogul Minos L t d . , Kerr 
Addieon Gold Minos L t d . , A t l a n t i c Coaet Copper Corpor
a t i o n L t d . , Waaemac Minr s L t d . , Brenda Mines L t d . , and 
T.C. E x p l o r a t i o n s L t d * -xnce January of 1970 ! have 
been en independent Consultant. 

Previous t o , and during U n i v e r e i t y , I worked as a miner 
underground, end on s e v e r a l exploration-development 
p r o j e c t s . 

[ 4 ] The accompanying report i a baaed e n t i r e l y on my per
sonal a n a l y s i s of the reports end other dete r e f e r r e d 
to i n the t e x t , and on v i s i t s to the property on J u l y 
4 - 7 end Auguet 16 - 19, end September 27 - October 1, 
1977. 

[5] I have no i n t e r e s t , d i r e c t or i n d i r e c t , i n the Consol
id a t e d C i n o l a Minos L t d . property, or adjacent proper
t i e s , nor have I any i n t e r e s t , d i r e c t or i n d i r e c t , i n 
any companies c o n t r o l l e d by Consolidated C i n o l a Mines 
L t d . I have not, nor do I expect to r e c e i v e eny i n t e r 
e st i n the shares of the Company, i n I t s s e c u r i t i e s , 
or i n those of sny company with which i t may become 
as s o c i a t e d . 

[6] I consent to the uee of t h i e r e p o r t , i n or i n connec
t i o n w i t h , a prospectus, o r a statement of m a t e r i a l 
f a c t e r e l a t i n g to the r a i a i n g of funds f o r t h i e p r o j e c t 

DATED at Vancouver, B r i t i s h Columbia t h i a n i n t h 
day of May, 1978. 

A.F, Roberta, P. Ene\ 

3 a r-~. • • \* • . 
% V 1 .< 

A. F. ROBERTS, P.ENO . C O N S U L T I N B M I N I N G E M O I N K C N \ F C 
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SUMMARY 

The 1978 d r i l l i n g program of 1,022 metres 
i n seven holes to date has expanded the mineralized 
zone to the east and south, with an apparent improve¬
ment i n grade, and has not i n d i c a t e d any l i m i t s to 
the mineralized zone. 

The program must be considered very suc
c e s s f u l . 

Therefore i t i s recommended that d r i l l i n g 
be continued to expand the zone, end to f i l l i n be
tween the north and south d r i l l i n g . 

I t i s also suggested that, i f p o s s i b l e , 
the Company take action to acquire f u l l t i t l e to 
the property, so that future payments, which w i l l 
be very s u b s t a n t i a l , and onerous, w i l l be eliminated* 

Respectfully submitted, 

A.F. Roberts, P.Eng. 

A. F. ROBE 
BRITISH " / i 

A. F. ROBERTS, P.ENG. 
C O N S U L T I N G M I N I N G E N G I N E E R 



2. 

PROGRESS REPORT 
ON THE 

SPECOGNA GOLD PROSPECT 
QUEEN CHARLOTTE ISLANDS, B.C. 

SKEENA M.D. 
L a t . 53°32'N Long. 132°13'W 

, O A ' 

CONSOLIDATED CINOLA MINES LTD. 
1600 - 777 Hornby S t r e e t 

V a n c o u v e r , B.C. 

by 
A.F, R o b e r t s , P.Eng. 

O c t o b e r 30,1978 

• 

T h i s r e p o r t i s a u t h o r i z e d by t h e D i r e c t o r s 
of* t h e Company. 

. • • • • 

I t s p u r p o s e i s , f r o m p e r s o n a l e x a m i n a t i o n 
o f t h e h o l e l o c a t i o n s , e x a m i n a t i o n o f t h e d r i l l c a r e s , 
and c o m p a r i s o n w i t h each o t h e r and t h e i r a s s a y s , and 
t h e work o f o t h e r s ; t o comment on t h e r e s u l t s , and i f 
t h o u g h t v a l i d , make recommendations f a r f u t u r e work. 

The p r o p e r t y was v i s i t e d i n t h e p e r i o d O c t 
o b e r 24-26, 1978. P r e v i o u s e x a m i n a t i o n s were made, 
J u l y 4-7, August 16-19 t September 27 - O c t o b e r 1, 1977.^ 

f** l j R e p o r t by A.F. R o b e r t s , P.Eng., O c t o b e r 20, 1977 

A. F. ROBERTS, P.ENG. 
C O N S U L T I N G M I N I N G E N G I N E E R 



u i m m WILUM 2^Z^43 

In the p e r i o d , beginning of May 1978, t o date, 
the f o l l o w i n g d r i l l h o les have been completed o r are i n 
prog r e s s . 

Hole Length Assays 
tyfl. Metres i n 2 metre sec. 

CC DDH 78-1 129 No. 1 - 6 2 
78.2 122 - > 6 3 " 1 2 1 

78-3 128 S^iV. 122 - 184 
78-4 120 IBS - 242 
7B-5 162 243 - 321 
78-6 177 322 - Not complet 
78-7 192 Not completed No assays 

T o t a l 1,022 metres t o dats 

L o c a t i o n s are shown on the enclosed p l e n , but 
ere s u b j e c t t o a t r a n s i t survey. 

• 

The h o l e s , 78-1, 2, 3, 4 are 40 metres east 
from the 1977 s e c t i o n s , and 78-5 i s another 40 metres 
east of 78-2. 

No. 78-6 i s 240 metres s o u t h e a s t e r l y from hole 
78-5. 

No. 78-7 i s 40 metres n o r t h e a s t e r l y from hole 
78—6. 

2] D r i l l P l a n [Envelope, end of Report] 
3] Logs DDH 6,7/78 - Appendix A [End of Report] 
4] Assay C e r t i f i c a t e s - Appendix B [End o f Report] 

A. F. ROBERTS, P.ENG. 
C O N S U L T I N G M I N I N G E N G I N E E R 



There i s a d i f f e r e n c e of ele v a t i o n between 
the c o l l a r s of the 1977 holes and DDH 78-7 of approxi
mately 45 metres. 

Examination of cores shows a change i n geol
ogy from west to east, from mostly r h y o l i t e porphyry 
and a r g i l l i t a b r e c c i a s , to a conglomerate of t u f f and 
pebbles. There i s i n s u f f i c i e n t information to c o r r e l a t e 
i n t e r s e c t i o n s across the property. 

The p y r i t e was f r a c t u r e f i l l i n g , rims around 
pebbles, and fragments with same dissemination, or r e -
placement. 

Better sections to date i n the 1978 d r i l l 
program. 

DDH 78-1 57 - 71 M 14 M 0.103 Au 
or 5 - 101 M 96 M 0.060 Au 

78-2 52 - 104 M 52 M u 0.126 
or 4 — 104 M 100 M o 0.064 E n t i r e hole 

78—3 
• 

60 96 M 36 M e 0.116 
or 4 128 M 124 M & 0.062 E n t i r e hole 

78-4 16 - 26 M 10 H 0.099 
or 16 - 120 M 104 H 0.052 

78-5 26 T 30 M 4 M & 0.064 
130 * 140 M 10 M 0 0.113 
130 - 150 M 20 M @ 0.078 

JSP ̂ 78-6 

78-7 
0 - 24 M 24 M 0 0.087 Assays not completed JSP ̂ 78-6 

78-7 No < assays 

• 

• . 

A. F. ROBERTS. P.ENG, 
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CONCLUSIONS 

The 1978 d r i l l i n g program i e very encouraging. 
I t has extended the area of m i n e r a l i z a t i o n t o the eaet 
and south, and hae not found the l i m i t s o f m i n e r a l i z a 
t i o n . 

• 

RECOMMENDATION 

The d r i l l i n g program should be continued t o 
f i l l i n and expand the m i n e r a l i z e d zona. 

I f f i n a n c i n g i s p o s s i b l e , i t would be d e s i r 
able t o ac q u i r e f u l l t i t l e to the p r o p e r t y , end e l i m i n 
ate f u r t h e r onerous time payments. 

: • 

• 

R e s p e c t f u l l y submitted, 

A.F, Roberts, P.Eng. 
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ADDENDUM 
TO THE REPORT OF OCTOBER 17, 1977 

ON THE SPECOGNA GOLD PROSPECT 
QUEEN CHARLOTTE ISLANDS, B.C. 

SKEENA MINING DIVISION 

L a t . 53°32'N LONG. 132°13 ,W 
FOR 

CONSOLIDATED CINOLA MUTES LTD. 
1600 - 777 Hornby S t r e e t 

V a n c o u v e r , B.C. 

J a n u a r y 4, 1979 

T h i s addendum i s a r e v i e w o f t h e r e c e n t diamond d r i l l i n g 

work on t h e company's p r o p e r t y and a recommendation f o r f u r t h e r work. 

I t i s made due t o t h e s u c c e s s o f t h e 1978 d r i l l i n g o f 1227 m e t r e s , 

i n v o l v i n g an e x p e n d i t u r e o f $90,000.00. I n p a r t i c u l a r , DDH 78-6 

had s p e c t a c u l a r v a l u e s o f 0.864 o z . p e r t o n i n t h e o r i g i n a l a s s a y 

and 1.15 o z . p e r t o n i n t h e c h e c k a s s a y done by Dr. R. H. S e r a p h i m , 

Ph.D, P.Eng. These were o v e r a l e n g t h o f 24 m e t r e s . 

RECOMMENDATIONS 

1. E s t a b l i s h a semi-permanent camp w i t h t r a i l e r s on a r e n t a l -
p u r c h a s e b a s i s ; 

2 . Expand t h e d r i l l i n g program; use a t l e a s t two m a c h i n e s : 

(a) one machine w o r k i n g on a 300 m e t r e g r i d t o d e l i m i t 
t h e o r e b e a r i n g a r e a , i n c l u d i n g t h e " f r e e " g o l d 
a r e a t o t h e n o r t h ; 

(b) one o r more machines t o d e t a i l d r i l l i n g . H o l e d e p t h s 
w i l l a v e r a g e about 400 f e e t . The a r e a t o be d r i l l e d 
i s t h a t o u t l i n e d i n t h e maps c o n t a i n e d i n t h e w r i t e r ' s 
O c t o b e r 20, 1977 r e p o r t , w i t h maps b a s e d on t h e p r e v i o u s 
work done by Q u i n t a n a M i n e r a l s . 

...2 

A. F. ROBERTS, P.Eng. 
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COST ESTIMATES 

T r a i l e r R e n t a l s - P u r c h a s e 
f o r 6 months $ 15,000.00 

Camp O p e r a t i o n 10,000.00 

E n g i n e e r i n g S u p e r v i s i o n 8,000.00 
R e p o r t s 

4 300 m e t r e s a t $84. p e r metre 361,200.00 

TOTAL 384,200.00 

s a y , $400,000.00 

A. F. ROBERTS, P.Eng. 
C o n s u l t i n g M i n i n g E n g i n e e r 
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SUMMARY AND CONCLUSIONS 

E x a m i n a t i o n o f t h e s p l i t c o r e f r o m 1 4 6 . 3 m e t e r s 

t o 1 T B . 7 m e t e r s i n DDH 7B-6, a n d c h e c k a s s a y s o f t h e 

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

shown b e l o w : 

M e t e r s 
D e D t h f 

O r i g i n a l 
A s s a y 

o z / a o l d / T o n l [ 

1 R e j e c t s ! 

A s s a y 
d z q o l d / T o n i r 

Q u a r t e r e d 
C o r e [ R H5] 

D z / q o l d / T o n l 

1 5 0 - 1 5 2 0.051 

[ 

0.047 

1 5 2 - 1 5 4 

1 5 4 - 1 5 6 

0.358 

0.349 

0.300 

0.210 

0.268 

0.156 

1 5 6 - 1 5 8 1.76 2.31 1 0 . B5 [ 3 . 5 2 , ] % ^ 

1 5 8 - 1 6 0 2.45 1.68 [ 2 . 2 9 ] 1 

1 6 0 - 1 6 2 0.693 0.770 ~2- 1.144 

1 6 2 - 1 6 4 0.988 1.46 ~3 
1.120 

1 6 4 - 1 6 6 0.047 0.100 2 0.042 

1 6 6 - 1 6 8 0.222 0.180 0.264 

1 6 8 - 1 7 0 0.283 0.372 •e 0.612 

1 7 0 - 1 7 2 0.490 - "CL 0.292 

1 7 2 - 1 7 4 2.49 — "£ 2.352 

1 7 4 - 1 7 6 

1 7 6 - 1 7 8 

0.233 
— — l 0 ?Ti£ 
0.028 

— - ? . 1.736 a-j.ir^v 
0.034 

1 7 8 - 0.004 -
1 5 2 - 1 7 6 a v g e . 
[24 m e t e r s 
= 7B.7 f t . ] 0.864 o z . - 1.15 - o z 2 

i. >-T 
N o t e 1: No c o r e l e f t - t h e h a l f c o r e r e m a i n i n g h a d b e e n 

u s e d f o r c h e c k a s s a y p r e v i o u s l y a n d a s s a y e d 
2.29 o z g o l d p e r t o n . 

N o t e 2: T h i s w e i g h t e d a v e r a g e i s o b t a i n e d b y c u t t i n g 
t h e a s s a y f r o m 1 5 6 - 1 5 8 m e t e r s t o ' t w i c e t h e 
a v e r a g e o f t h e s e q u e n c e ' i . e . 3.52 n z . , a n d 
t h e n r e - a v e r a g i n g t h e s e q u e n c e . 





The high grade i n t e r c e p t s i n t h i s v e r t i c a l 
d r i l l hole occur i n extremely hard, s i l i c i f i e d mono-
l i t h o l o g i c b r e c c i a beneath a sequence of p a r t i a l l y 
s i l i c i f i e d and a l t e r e d gold bearing m u l t i l i t h o l o g i c 
b r e c c i a s . The high grade i n t e r c e p t , and also the 
4 meters with 0.43 ounces of gold per ton i n DDH 78-7 
are beneath the se c t i o n s d r i l l e d p r e v i o u s l y . 

The s t r a t a and the gold bearing zone are 
suspected to dip at 45 degrees to 65 degrees to the 
northeast. The s i l i c e o u s b r e c c i a s have c h a r a c t e r i s 
t i c s that i n d i c a t e they formed i n an unusually turbu 
l e n t g e o l o g i c a l environment. Consequently, the de
t a i l e d d r i l l i n g which i s continuing at present to 
determine the trend of the higher grade zone i s com
mended and approved as the best way to continue 
e x p l o r a t i o n at present. 

INTRODUCTION 

This report was commissioned immediately 
subsequent to d i s c l o s u r e that diamond d r i l l hole 78-6 
had i n t e r s e c t e d 24 meters of core that assayed 0.86 
ounces of gold per ton. Information concerning owner
ship, l o c a t i o n , access, topography, d e t a i l e d plans, 
d r i l l l o g s , metallurgy, e t c . i s not presented herein, 
but i s a v a i l a b l e i n reports of: 

R.H. Seraphim - 'Specogna Gold' May, 1973 
M. Wolfhard - 'Specogna P r o j e c t ' September 1975 
A.F. Roberts - 'Specogna Gold Prospect' Oct. 17, 1977 
A.F. Roberts - 'Progress Report - Specogna Gold Pros

pect' October 30, 1978 



Information from these a b o v e - l i s t e d reports 
i s used where a p p l i c a b l e to i n t e r p r e t the r e s u l t s from 
d r i l l hole 78-6 i n the g e o l o g i c a l environment. 

The w r i t e r examined the prospect p r e v i o u s l y 
on May 9, 1972, and mapped the p r i n c i p a l m i n e r a l i z e d 
outcrops on that day. Access roads to d r i l l s i t e s and 
to the'Marino 1 high grade showing, as w e l l as the Marino 
showing i t s e l f , now provide more exposures which were 
examined b r i e f l y on December 6, 1978. The p e r t i n e n t 
s p l i t core was also inspected, contained securely, and 
flown back to Vancouver f o r d e t a i l e d examination, quar
t e r i n g with a diamond saw [courtesy of U n i v e r s i t y of B.C.] 
and checking assay r e s u l t s . 

The pleasant assistance and guidance of Ken G. 
Sanders, P.Eng., and A l McKillop, veteran prospector, 
and T. L i s l e are acknowledged with thanks. Dr. A.J. 
S i n c l a i r of U n i v e r s i t y of B.C. i s i n s p e c t i n g some p o l 
ished s e c t i o n s and w i l l report on these l a t e r . 

GEOLOGY 

A plan at approximately 1:2000 [ l inch to 
approximately 160 f e e t ] and a cross s e c t i o n at approxi
mately 1:800 [ l inch to approximately 66 f e e t ] show the 
p o s i t i o n of d r i l l hole 78-6 with reference to the other 
d r i l l holes completed to date and are i n c l u d e d . 

The Sandspit f a u l t apparently provides the 
major s t r u c t u r a l c o n t r o l i n the area. The f a u l t s t r i k e s 
N. 30 to 40 degrees W., and makes the boundary between 
the Skonun sedimentary rocks to the northeast and the 
Masset v o l c a n i c ' r o c k s to the southwest. 



The f a u l t zone i s shown by A. Sutherland-Brown i n B.C. 
Department of Mines B u l l e t i n #54 to be a broad s t r u c 
ture with l o c a l l y at l e a s t s e v e r a l strands. 

One of these strands apparently makes the 
west contact of the mineralized zone. The contact 
i t s e l f i s a scarp with up to 50 meters or more of 
r e l i e f . Soft black a r g i l l a c e o u s rocks are found 
southwest of the contacts, and very s i l i c e o u s gold-
bearing conglomerates, agglomerates, and breccias 
are found to the northeast. D r i l l i n g has shown the 
contact and f a u l t zone to dip approximately 45 degrees 
to the northeast. 

The upper part of the s i l i c e o u s gold-bearing 
sequence contains abundant fragments of p a r t i a l l y s i l i 
c i f i e d f o s s i l wood along with some rounded and angular 
to subangular rock fragments that i n c l u d e chalcedonic 
s i l i c a , porphyry [ r h y o l i t e ? ] and others that are com
p l e t e l y a l t e r e d to c l a y minerals. A few rounded f r a g 
ments of p y r i t e and/or marcasite are present. The matrix 
i s predominantly g r i t , ash, chalcedonic s i l i c a , and py
r i t e . The s i l i c a and p y r i t e i n places form rims around 
the fragments. V e i n l e t s of white, buff, or black quartz, 
mostly l e s s than a centimeter wide, trans e c t the sequence 
described above. Voids are l o c a l l y abundant i n some 
section s that have abundant chalcedony and s i l i c a 
v e i n l e t s . 

The i n t e r c e p t s that had provided the highest 
gold assays were examined c a r e f u l l y , with a 20 power 
hand l e n s . Abundant but m o s t l y v e r y f i n e f r e e gold 
was observed i n a few places on the e x t e r i o r of the 
core, and i n many places on the faces exposed by d i a 
mond saw cuts when the core was quartered. The gold 



appears to be d i r e c t l y r e l a t e d i n general to the more 
s i l i c e o u s s e c t i o n s , and i n p a r t i c u l a r to the t r a n s e c t 
ing bands and v e i n l e t s of white, buff and black quartz. 
Some, but by no means a l l , of these t r a n s e c t i n g s t r u c 
t u r e s have an angle to the core i n the range of 25 to 
30 degrees. 

The i n t e r s e c t i o n found i n DDH 6 thus might 
be from a zone s i m i l a r to that exposed i n the 'Marino' 
showing, which i s located s e v e r a l hundred meters north
west of the area explored by d r i l l i n g . Strong f r a c t u r 
i n g i n the Marino showing dips approximately 65 degrees 
to the northeast, thus leads to the s u s p i c i o n that the 
zone of high-grade gold found there might also dip 60 
to 70 degrees to the northeast. 

The s i l i c e o u s sequence at the Specogna pros
pect has some c h a r a c t e r i s t i c s t y p i c a l of volcanogenic 
d e p o s i t s . A l i n e a l submarine v o l c a n i c vent system may 
have been d i r e c t l y r e l a t e d to the Sandspit f a u l t , and 
may have the same trend. 

The p a r t i c u l a r sections that contain the 
highest gold content i n DDH 6 are a l l or almost a l l 
monolithologic [composed of one type of rock] rather 
than m u l t i l i t h o l o g i c [composed of more than one type 
of rock] and are found close to the major f a u l t plane. 
The w r i t e r suspects that these s e c t i o n s may be more 
d i r e c t l y and s p a t i a l l y r e l a t e d to a l i n e a l vent, 
assuming one e x i s t s , than the s e c t i o n s that contain 
m u l t i l i t h o l o g i c b r e c c i a s i n c l u d i n g f o s s i l wood. Con
sequently, the w r i t e r recommends that the management 
should continue to explore by d r i l l i n g along the 
northwest trend at s i m i l a r depth and distance from 



the f a u l t plane. The bottom of the f o s s i l wood bearing 
sequence might be determined as i t could provide an 
i r r e g u l a r s t r a t i g r a p h i c horizon that e s t a b l i s h e s a 
plunge. 

MINERAL RESERVE AND GRADE 

The accompanying s e c t i o n i n d i c a t e s the nature 
of d i s t r i b u t i o n of gold content i n the sequence. Fur
ther d r i l l i n g might d i s c l o s e a n o r t h e a s t e r l y dip to -

[ l ] an upper and b e t t e r grade sequence i n d i c a t e d by 
the upper p a r t s of d r i l l holes 78-6, K2, 78-7, 
and 75-1; and 

[2] a lower higher grade sequence that includes the 
e x c e l l e n t grade found near the bottom of DDH 78-6 
and the f a i r grade at 178-182 meters i n DDH 78-7. 

However, since t h i s type of deposit i s believed to have 
formed i n an unusually turbulent g e o l o g i c a l environment, 
d e t a i l e d d r i l l i n g u s u a l l y i s necessary before reserves 
can be c a l c u l a t e d . 

The r e s u l t s from DDH 78-6 were 'so good' that 
check sampling and assaying, together with c a r e f u l 
examination of the core, were i n i t i a t e d . The w r i t e r ' s 
opinion i s that -

[ l ] the nature of the gold-bearing core f i t s with the 
g e o l o g i c a l environment at the prospect; 

[2j the higher and lower grade s e c t i o n s of the core 
i t s e l f show s u f f i c i e n t t r a n s i t i o n to e s t a b l i s h 
c o n t i n u i t y ; and 



[3] the higher grade sections of core contain s u f f i 
c i e n t f r e e gold within the core, as exposed on the 
diamond-saw cut faces, to confirm the assays o r i g 
i n a l l y obtained and also those provided by the 
checking reported on page one hereof. 

December 14, 1978 



B. 
Telephone: Office 685-2914 

Res. 224-7309 

R. H. SERAPHIM ENGINEERING LIMITED 
GEOLOGICAL ENGINEERING 

316-470 GRANVILLE STREET 
VANCOUVER, B.C. V6C1V5 

CERTIFICATION 

I, Dr. R.H. Seraphim, of the C i t y of Vancouver, 
Province of B r i t i s h Columbia, hereby c e r t i f y as f o l l o w s : 

1. I am a G e o l o g i c a l Engineer r e s i d i n g at 4636 West 3rd 
Avenue, Vancouver, B.C., and with o f f i c e at #316-470 
G r a n v i l l e S t r e e t , Vancouver, B.C. 

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 Engineer of B r i t i s h 
Columbia. I graduated with a Master of Applied S c i 
ence from the U n i v e r s i t y of B r i t i s h Columbia i n 1948, 
and with a Doctor of Philosophy i n geology from .the 
Massachusetts I n s t i t u t e of Technology i n 1951. 

3. I have p r a c t i c e d my pro f e s s i o n c o n t i n u a l l y since 
graduation. 

4. I have no i n t e r e s t , d i r e c t or i n d i r e c t , i n the claims 
of Consolidated C i n o l a Mines Ltd., N.P.L., or the com
pany or i t s a f f i l i a t e s , and I do not expect to receive 
any i n t e r e s t . 

5. The attached report i s based on a study of maps and 
reports provided, on examinations of the prospect on 
May 9, 1972, and December 6, 1978, and of the p e r t 
inent d r i l l core at i n t e r v a l s from December 6 to 
December 12, 1978. 

6. I consent to the use of t h i s report i n or i n connec
t i o n with the prospectus or i n a statement of ma t e r i a l 
f a c t s r e l a t i n g to the r a i s i n g of funds f o r t h i s pro-
j e c t . 

DATED at Vancouver, B r i t i s h Columbia, t h i s 14th 
day of December, 1978. 

R.H. Serapihim/Ph ,D ., P.Eng. 
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R. H. Seraphim Engineering Ltd., 
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Vancouver, B.C. 
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I N V O I C E N O . 
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34880 
29279 
11/78 
13/78 

SAMPLE NO. : 0z/Ton 
Gijld 
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Gouge Fineness 0.024 
150-152 Core - ̂ 0^070 
152-154 0.268 
is^ - i s f i 0.156 
160-162 
162-164 
164-166 
166-168 
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1.120 
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0.264 
0.61? 

•t • 

170-172 
174-176 
176-178 

156-1-58 
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1.736 J 
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172-174 2.352 ) Natural Gold 
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20. S T A T U T O R Y RIGHTS OF RESCISSION 

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

(a) A purchaser has a right to rescind a contract for the purchase of a security, while stil! the owner thereof, if a copy of 
the last Statement of Material Facts, together with financial statements and a summary of engineering reports as filed 
with the Vancouver Stock Exchange, was not delivered to him or his agent prior to delivery to either of them of the 
written confirmation of the sale of 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 of delivery of the written confirmation, but 
no action shall be commenced after the expiration of three months from the date of service of such notice. 

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

Reference is made to the said Act for the complete text of the provision* under which the fofrtt"l"K ' M i l * nr« 
conferred. 

21. C E R T I F I C A T E OF T H E DIRECTORS A N D P R O M O T E R S OF T H E ISSUER: THE ISSUER: 

of all material facts relating to the securities offered by this The foregoing constitutes full, true, and plain disclosure 
Statement of Material Facts. 
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and D i r e c t o r . 

C E R T I F I C A T E OF T H E UNDERWRITER(S) : 

To the besi of our knowledge, information, and belief, the foregoing constitutes full, true, and plain disclosure of all 
materia! facts relating to the securities offered by this Statement of Material Facts. 
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