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July 21, 1994 

Dani J. Alldrick 
Manager, EXPLORE B.C. 
Fiflh Floor, 181 0 Blanshard Street 
Victoria. B.C. 
V8V 1x4 

VIA FAX: 604.952-0381 

Dear Dani: 

'rhis lettcr will coiifjrrn our telephone meeting this morning regarding the subject application, which has 
hccn denied funding, and the n c d  for a sound rcasoning for tlic dcnial. 

Our McKinncy managerncnt team is thc same group that dcveloped Wcstcrn Canada's only new mine in 
1993 - Ihe Keystoiic Gold project at Lynn Lake Manitoba. 'I'he Projccl was controllcd by Cazador 
LxpIorntioiis I..irniled (B.C. Corporation), which we founded and then mnalgamated with Grariduc Mines 
I .imited (B.C. Corporation) to form Granduc Mining Corporation @.C. Corporation). Conwest 
hploration Company Limited bought control of Ciranduc, and moved the corporate olXc;e to 'I'oronto 
(April 1994). 

Since April our team has activatcd McKinney Miiics Gorp., a company which we havc controlled for 
somc three years. As part of this activation wc have piirchaaed control of Gold City Resources IIIC., 
which is listcd on the Alberta Stock Exchange, and moved thc corporate offiw lo Vancouver, J3.C. An 
amalgamation of McKinney and Gold City has heen proposed and is pcnding. 

The investors supporting our group arc sophisticated arid were most helpful in advancing the Keystone 
Gold project to production. Thcsc investors, through CamdorlGrclnduc, were iiivolvcd in two siicceawful 
Manitoba MEIP financings (1992 and I993), and are thereforc familiar with the MEIP fomiat. I n  ordcr 
for mc to now raise thc necessary financing for the proposcd $450,000 McKinnoy exploration program, 1 
~iwd to be able to provide sourrd reasons for tlic EXPLOKE B.C. dcnial. 'l'he investors' biggcsi concern 
is that thc program grant may have been dcnid  by your coininitlee because of some environmental or 
laird claim issue - if this is the casc, McKinney's chaiicc of raising funds, for the proposed progrdni, is 
d i snial . 

I'lease advisc me in writing as to the reason for the denial and please address any environmental or laiid 
claim issucs that may have had a11 impact on the negativc decision o f  your conimittee. 

Yours truly, 
McKINNEII MINES COW, 

John A. Chapman, P.E:ng. 
Prcsident 
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Albem-lisled Gold ctty Remuras m i e  

undertaken. 
Subscqucnl 10 the Irnlt, drilling on Gold 

city’s propmy in Midway, B.C, returned an 
114. intelscdioii grading 152 oz old. 

Sway Resources and Phmnix %esou~es 
have Complckd P 51% cam-in on the pro- 
ject and expect lo release additional drill 
resulls shortly. 

Sway lost a irickcl to dmc at 5Sg. 
Gold City is wnsidering mmbining with 

McKinney Mincs, a private company with 
mmmon management. McKiirncy owns the 
Canip McKiiiiiey propmy east of Osoyoos, 
B.C. Past production from the former 
under round producer (otals 87,200 wid goid 
rrum eil,rr00 tons of ore, mcxt of w ~ i  wa5 
minccl irr tl~c late 1,- and e,uly I%Xk. 
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Gold City acquiring producer 
VANCOWER - Concurrent 

with a change in wntrol, Gold City 
Wesolices  (ASE)  hop^ tu revive 
tie old c;?nip McKinney property 
near Bridesvdk, B.C 

Control of Gold City recently 
changed to John Chapniair, Me1 
Smalc and William Kure with Paul 
White, fomer president, remain- 
in acaclirector. 

%he John Chapman group of 
companies through Cazador Ex- 
plorations) b rought the KcJlslone 
f ~ l d  mine into production last year 

y reviving the 1,500-~0nne- er- 
day L nn carbon-in-pulp mi r I at 
Lyim L k c ,  Man 

nic project, Wcstcm canah’s 
only new gold mine, is a joist ven- 
ture with Black Hawk Minin 
I~SE’. A m c r p  of *ador an! 

randuc MinEs, lollowed by a li- 
nancing, rotulted hi control of Key= 
stone being tmsferrtd to Coriwei 
Explomlion (TSE) and its assc)c=iat- 
ed-company, Jrscon Rezuurces 
CISE). _ .  

Chi man, now prcsident of 
Gold &y, expects to compJete 
some form of combination with 
McKinney Mines, the private com- 
pany hat owns the Camp McKin- 
ncyproperties. Chapman is also 
president of McKinncy and notes 
that both oompmies now have es- 
sentially thc same nianogcmcnt 
md major shamholdem. 

The Camp McKir~reyJ,aims m 

centred 0 1 1  the Caribou-Amelia 
Irline, a former underground pro- 
ducer. Mining dares from the late 
18o(ls and carly 19Oos, with linlited 
produaion having occurrecf as re- 
cently the 1960s. 

Past production Cram the mitie is 
reported at 87,200 oz. gold lrom 
121,800 tons of ore for a rccovcred 
grade of about 0.72 oz. go10 
per ton. 

The mint’s Main vein has been 
traced 6,400 ft. dong strike, while 
Llit old mine workings mvcr only 
8lX)ut 2300 It. o f  strike dorm to a 
mrutiinurn cleptlr af S(r0 ft. Funlrcr 
potentid is seen on strike and L o  
depth, particularly as the vein is of 
a mesotfrcmal type, which often 
extends to de ths comparable iu 
Ilre minerabe8strikc length. 

Cha man also sees ptcnt id  in 
idcnt&ing skarn zones on the 
propcT similar to that being de- 
velop at the Crown Jewel a n -  
cessiorr (owned by Battle Moun- 
tain Gold and Crowti Resourw)  
12 mila southeast in Wasllirigton 
S l a k  

Pending a financing, plerined 
work this ycar is budgeted at 
$450,000 and includes nia ping, 
geophysical work arid l 0 . d  II of 
diamond drilling in two s t a p  

Memiwhile, Chid City IS await- 
ing fudier -assays from drilling un 
its Midway pr~ject, 7 miles to 
southcast 

Recent drilling by Sway We- 
sources (WE) and Phoenix Rc- 
.wurca, which jointly own a 51Y0 
interest in the property, returned 
an 11-ft. intersection grading 1.52 
oz gold €ram a breccia mnc of in- 
determinate size. The 1 1 ~ 1 1 ~  is 65 ft. 
south of the 1990 discovery (ro- w) hole which encountered 20 ft- 
grading 0.25 F- gold. 

Chapman is excited about tlic 
pmper~y’a yotentid givcn its prox- 
unity to a arge sulphide ninerill 
system known as tlie “OId Nick.” 
This latter dcpasit fornrr part of 
the Midwa project and is just over 
a mile no rx of the high-grade hoke 
Old Nick is estimatcd to conlain 
100 million tons grading 0.22% 
nickel plus undetcxmined copper 
and oobalt 

Following a debt settlement and 
a $2OO,,ooO private plaoernent from 
McKinirey Mine., Gold City has 
8.6 minion shares otrblanding and 
a p i l i v e  working wpilal psrtion. 


