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I EXECUTIVE SUMMARY

THE COMMODITY

Marble, unlike other industrial minerals or industrial non-ferrous materials, is a
commaedity traded internationally. The majority of marble used in North America is
sourced from Europe. These marble slabs are imported to the United States and
Canada in a mainly "dressed" condition.

Marble blocks are preferably cut from a qu by the use of Diamond Wire Saws
and shipped either to Italian or Taiwanese factories for gang saw cutting, then
polishing and waxing. The marble blocks (2.5 m x 2.05 m x 2.0 m) are sourced from
quarries world wide. The proximity of the Leo D’Or (Company) claim to tide water
at Port McNeill, B.C. makes worldwide shipment feasible.

THE CASH FLOW

The maximum profit per tone of marble mined is derived from slab sales. For
example a 28.3 ton block of marble sells for $300.00 %CDN; per ton F.O.B. or
$8,490.00 éCDN ). Mining costs will be well below $60.00 (CDN) per ton. This same
block, as detailed above produces 4,410 square feet of polished marble slabs which
sell for a minimal price of $6.00 (CDN) wholesale per square foot or $26,460.00
(CDN). This is a conservative estimate. Based on 240 days of operation per year,
the gross factory revenue will be $15,313,403 (CDN) e annual profit will be
$11,415,200 before taxes or $7,415,200 after taxes. This estimate is conservative
because currently 3/4" slabs, regardless of colour and quality, sell for $24.00 retail or
more per square foot. The advantage and desirability of building a local, highly
automated factory is obvious.

The Company factory, located in Port McNeill will be ideally situated to supply the
Western Canadian, Western United States and worldwide markets due to the
waterfront location. (See Appendix II) ‘

THE PROPERTY & RESERVES

The Company claim on Bonanza Lake contains 400 million tons of solid marble.
One quarter (%), or approximately 100 million tons of this deposit is pure
translucent milky white marble with an appearance of bone china. Such pure white
marble has not been available in commercial quantities for processing in Italian
factories for three hundred (300) years. The high quality, clarity, purity and
abundance of the milky white translucent fine grained marble will allow an
adequate supply for artistic sculptors and the construction industry for hundreds of
years! Currently, white marble used in foyers of commercial buildings is often
streaked with impurities or is gray, green or blue white. Pink, yellow, blue, grey,
rusty brown, black and various streaks will be immediately available from surface
obs;lrw{)altions. As the quarry is developed, a wide range of desired colours will be
available.

sNote: All quantities denoted "ton" or "tons" are metric tons in this report.
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THE COMPETITION

The competitive pricing of C‘())vrlnifany marble, because of proximity to market, short
lead time and high quality, will ensure market acceptance and growing demand.
The high added costs from multiple handling and breakage of imported marble add
to our advantage. The growing awareness and actual fact af Canada-U.S. Free
Trade will allow increasing amounts of Company marble slab and tile products to be
exported to the United States. Of interest is the Company light blue marble which
is only available now from Australia.

SOURCE AND APPLICATION OF FUNDS

The Company requires eleven million dollars $$11,000,000 CDN) funding to
commence operations. A brief financial projection follows:

Initial Funding (CDN) $11,000,000
Factory & Office Costses 4,876,415
Mine Development Costs 44

Cumulative Depreciative Capital 8,820,415

Cumulative Pre-Operating Costs (9 mos.) 1.564.200

Total Pre-production Operating

and Capital Costs 10,384,615

Reserve for Contingencies 615,385
Total Expenditures (CDN) $11,000,000
ir; ration

Gross Revenue $3,190,000

Cumulative Operating Cash Profit $647,100

Closing Cash Balance $2,827,600

Second Year Operations

Gross Revenue $15,313,000

Cumulative Operating Cash Profit $7,415,200

Closing Cash Balance $10,242,800

«First Year ExIIJ)enses eak during the ninth (9th) month--see Financial Results and
Use of Proceeds Chart, Section VII, Financial Information.
~Factory and Land Preparation not included.
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First Full 12 Months Operation "Break Even" Point

The operation will "Break Even" after 73.9 working days in the first full 12
months operation or at $4,712,539/$15,313,403 = 30.8% of planned mine
and factory production.



LEOQ D’OR MINING INC. 8

I1 THE PRINCIPALS
Mr. M.S. Madari, President

Massoud Shariat Madari was born in 1927, attended school at Tehran, Abadan
Technical College and Received his B.Sc. in Geology from the Imperial College and
his M.Sc. Geological Engineering from the Royal School of Mines, University of
London, UK. in 1953. He then spent 8 years with the U.S. Aid Missions and U.S.
Army Engineers in Lake Horn, Italy and Tehran. Mr. Madari was in charge of all
geological and geotechnical projects in Turkey, Iran and Pakistan.

During the following 18 years as Senior Geologist,Managing Director and owner of
the Zaminshenas Geological Works, he discovered and operated large scale marble
lead, zinc, copper, and barite properties. Marble quarries discovered, opened and

operated by Mr. Madari from 1962 until 1979 in Iran were:

1. Bagh-E-Zendan Mine
Location: 24 km southeast of Tehran
Discovered: 1962
Deposit: 3,000,000 tons, creamy colour, fine grain
Commenced Operation: 1962
Annual Production: 25,000 tons/year
Equipment: Compressor; ledger and jacking; wedging and
block cutters
Employees: 32
Note: Cleavage was close to the block size.
2. Haft-Gholeh Mine
Location: Mahalot, 290 km southwest of Tehran
Discovered: 1963
Deposit: 1,000,000 tons, creamy colour, fine grain
Commenced Operation:  mid 1963
Annual Production: 30,000 tons/year
Equipment: Diamond Wire Saw, two (2) compressors,
drilling and wedging.
Employees: 17
Note: The Diamond Wire Saw reduced the number of
employees from 30 to 17.
3. Schah Shirin Mine
Location: Semnan, 210 km northeast of Tehran
Discovered: 1963
Deposit: 300,000 tons, creamy colour, fine grain

Commenced Operation:

Annual Production:
Equipment:
Employees:

1964

12,000 tons/year

compressor, drill, ledging and jacks
8 plus 1 foreman
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4, Chesh Meh Shirin Mine

Location: Semnan, 230 km northeast of Tehran

Discovered: 1963

Deposit: 200,000 tons, travertine with bands of marble, creamy
yellow fine grain

Commenced Operation: 1964

Annual Production: 20,000 tons/year

Equipment: Compressor, drill, ledging and jacks

Employees: 8 plus 1 foreman

The above four (4) marble mines and eighteen (18) other open pit and underground mines
were owned and operated by Mr. Mndari at the same time. The totnl Zamiinshenas staff of
300 included three (3) Yugoslavian geophysical engineers and six (6) Iranian mining
engineers.

During this time, geotechnical and soil mechanics consulting was carried out on a contract
basis for highways, airports, army bases, and hydrology for deep water wells. The most
recent project completed in 1979 involved geotechnical studies with the French consulting
engineers "Ingeroute” for a six (6) lane 530 km section of highway from Tehran to
Bandanshapur (the Persian Gulf port city) through the Zargos Mowmain Range. UN Special
Projects were also handled at this time.

During fiscal 1979 the taxable net revenue of Zaminshenas was $1,300,000 (US).
Approximately 50% or $650,000 (US) annually was derived from marble block extraction.

Mr. Madari immigrated to Canada in July, 1980 to settle in Victoria, B.C. He resigned from
a short term project with B.C. Hydro to establish Westcoast Matble Ltd. after staking Persian
Cat I and Persian Cat II in 1981. He subsequently staked the Company claim in 1985 and
changed the name of Westcoast Marble to Leo D'Or Mining Inc. ‘

Mr. Victor A. Pakainis, P.Eng., Area Chief Engineer:

Mr. Pakalnis of Pakalnis Associates, consultants to the Mining Industry has a mining
background of more than 30 years, serving as Chief Engineer in many mining projects in
both Quebec and British Columbia. Mr. Pakalnis served also for seven yoars as a District
Mines Inspector with the Ministry of Energy, Mines and Petroleum Resources of British
Columbia. Mr. Pakalnis holds affiliation with both the Quebec and British Columbia
Professional Engineers Associations. Mr. Pakalnis brings to Leo D'Or Mining a wide range
of experiance in both underground mining and quarry type projects. Being a resident of
Zeballos, B.C., Mr. Pakalnis is knowledgeable of the area geography and its peoples.
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Ms. Denise Nouvelle, Vice President

Ms. Nouvelle was educated in the United Kingdom and has a Diploma from the
London Chamber of Commerce. She served for six (6) years as an Executive
Assistant in Major Corporations in Britain.

After emigrating to Canada she worked itr various advisary and administrative
E;)sitions. Dunng her tenure as Senior Supetvisor with a large Fraser Valle

ospital she was responsible for the building of a Psychiatric Unit dealing wit
financial, architectural, construction, staffing and patient assessment.

For the last several years she operated her own consulting practice specializing in
stress management for the business community. She is President of Educar
Business Consultants International which provides an opgortunity for major
companies and individuals to become part of a world link of businesses that are
embracing the more human approach to leadership.

Her studies and training in commercial, several psychotherapy modalities and her
supervisory and administrative experience enable her to support the President and
Staff in all aspects of business management.
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IIT INTRODUCTION

The Marble Industry

Marble as an ornamental and decorative rock has been known to man as far back as

5,000 B.C., when old civilizations such as Egyptians, Persians, Greeks, Italians and

gfiilnese used it in their households, buildings and statues which are being unearthed
y.

In texture, it is a metamorphic crystalline limestone of rather old ocean
sedimentation, generally overlaid by other sedimentary or volcanic rocks, surfaced
during tectonic activities and created through immense compaction process during
metamorphism. :

A good marble deposit should be:

rich in colour and shade
¢) medium in hardness (3-5)
d; accessible all year round
cheaply mined (open pit)
without joints, fractures and undesirable bands or cracks
E% %lossy surface when polished
ree of undesirable substances such as quartz or limonite (Iron Oxide)

a; large in quantity (over one million tons)

Such qualities make a marble deposit feasible for financing since the rock will not
only be used for ornamental and decorative purposes but it produces large slabs of
marble for flooring and facades in buildings and also as a refractory compound in
smelting, glass manufacturing, cement, pulp mill and aggregates.

A careful inspection of the limestone and marble deposits in B.C. reveals that the
Company claims are the only marble deposits which comply with the above
requirements in every respect.This is a unique circumstance that occurs only
infrequently in nature and is the only one of this type and size kngwn to exist in the
Western Hemisphere. Current producers and exporters of marble slabs are: Italy,
Germany, Spain, and the Philippines. The great cost of shipment and handling to
Canada makes the operation of a marble industry in British Columbia not only
feasible but very profitable.

The Company marble mine is comprised of natural marble blocks with distinctive
cleavages separating each block from the next. These unique blocks range from
about 50 tons (3.5 m x 2.5 m x 2.5 m) to over 100 tons each and are exposed on the
surface. These blocks will be cut by diamond wire saws and tungsten-carbide chain
saws to the desired factory dimensions of 2.5 m x 2.05 m x 2.0'm for slabs or 1.8 m x
1.8 m x 2.8 m for tiles. These slab and tile blocks weight 28.3 tons and 25 tons
respectively. The blocks are transported to the factory two (2) or three (3) at a time
by lowbed tractor-trailer trucks.
frivge a

At the factory the slab blocks are cut into 82 panels each 18 mm thick x 2 m wide x
2.5 m long by diamond blade gangsaws. The tile blocks are cut into 9,400 tiles each
9 mm thick x 30 cm x 30 cm by a block cutter and bridge saw. The slabs are polished
on one side by the automatic slab polishers. The tiles are pre-squared,
automatically gauged and polished, squared again, dried and packaged. Each colour



LEO D’OR MINING INC, 12

and shade (streak) of slab panel and tile is identified by code to facilitate order
processing. A computer based system controls supply to market, factory inventory
and invoicing.

Please refer to the "?pical" Factory Layout, Gregori Engineering Department
drawing, immediately following the Capital Cost Summary, Section V &) B. A
volume flowchart titled "Company Marble Mine and Factory" immediately follows
the above mentioned Factory Layout.
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IV BACKGROUND

In May 1981, Mr. S. Madari resigned from a senior geotechnical position and started
private prospecting and mineral research in British Columbia.

In June 1981, Mr. Madari discovered a huge deposit of high quality marble at the
northeastern end of Bonanza Lake, Kokish Valley, 50 km southwest of Port
McNeill, Vancouver Island and set two post claims, Persian Cat I and Persian Cat I1.
In 1985 Mr. Madari staked the Com-E)any property because it was the only known
property capable of producing large blocks in the Western Hemisphere.

The Company claim covers an area of 1500 x 1500 metres and the massive marble
blocks reach a height of 1000 metres from the road by the lake. About 10 percent of
the area of the claim is covered by granite and grano-diorite, both producing blocks
for slab production. An estimation of the total deposit of marble is possible since all
the marble is exposed on the surface and available for sampling and testing.
Assume the visible marble on the surface is measured by 70% of the actual 1000 m
height as follows:

width = 1000 metres
length = 1000 metres
height = 700 metres

volume visible = 1000 x 1000 x 700 = 700 million cubic metres.

Considering the specific gravity of marble as 2.76 the deposit contains 700 million x
2.76 = 1,932,000,000 tons (one billion nine hundred thirty two miilion tons metric).
The marble blocks rise with a 65 degrees dip and thus
1,932,000,000 x 65/100 = 1,255,800,000 tons.

Using a conservative figure of 50% production (50% undersize block; boulders etc.)
1,255,800,000 x 50% = 627,900,000 tons metric.

Although all colours sampled so far have distinctive favourable market acceptance,
we will again be conservative and consider 35% unmarketable:

627,000,000 x 65% = 408,135,000 tons.
Pure milky white as investigated = 25%
408,135,000 x 25% = 102,033,700 metric tons.

White streak and different colours = 306,101,300 metric tons. It is estimated that
this marble deposit contains enough marble to supply industry for hundreds of years,
however it is strongly recommended that geo-mapping, geophysical
(electrosounding), geotechnical (drilling, coring) investigations, physical and
chemical analysis of core samples for compression strength, soundness, absorption
and polish for colour classification be carried out. A cost estimate for the above
investigation is $238,000. Please refer to Appendix VII (c).

The initial project to be undertaken with any funding will be an expanded sampling,
drilling and mapping survey to define much more precisely the depth and breadth of
the deposit and the consistency of the quality and colour of the marble contained.
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According to the Klohn Leonoff report "Summary of Field Work and Preliminary
Evaluation-Bonanza Lake Marble Property,” dated April 8, 1988,
(Appendix VII (a)) approximately 660,000 tons is available in a 4 acre area as
described on pages 7 and 8. At the Company extraction rate of 19,500 tons per year,
this represents 34 years of mining. Four (4) acres is only 7/10 of 1% of the total 555
acres of the Company’s claim area.

Spending $238,000 to prove 400 million tons of marble or 20,000 years of mining
seems unrealistic. The $238,000 will realize a greater return invested in factory
equipment. Please refer to Section V (b) Location, subsection (A) & (B) of this
report for Ongoing Drilling Program Recommendations.

The area was carefully investigated and samples were obtained for physical and
chemical analysis of the marble. Please refer to Appendix I for the Bhysical and
Chemical Analysis. The favourable results of the analysis encouraged contact with
local distributors of imported marble. (No such industry exists within 1,500 miles of
British Columbia). While prospecting for investors, Mr. Madari and Mr. Roberts
obtained as much information and data as possible from the Canadian Government
Statistics Texts (although outdated) and from other sources. See Appendix IV.

A marble and granite production plant in Port McNeill, British Columbia will be a
successful, profitable and inexhaustible project which will increase jobs with
minimal capital requirements. Please see Appendix II for the Port McNeill
tidewater plant site description.
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V DEVELOPMENT OF THE MARBLE DEPOSIT TITLED "LEO D’OR" ON

VANCOUVER ISLAND
(a) Development Stages
Activity
1. Initial. Funding
2. Surveying and Drilling Program
(see Section (b) following)
3. Acquisition of Permits
4. Acquisition of Factory Site (See Appendix II)
5. Order Mine and Factory Equipment
6. Access Road Construction to Upper Mine,
Upper and Lower Mine Site Preparation,
Factory Site Preparation
7. Factory Building Erection and Machinery Layout
8. Mine Equipment Installed-Mine Start
9. Factory Machinery Installed
10.  Training Factory Workers and Factory Start Up
11.  Letters of Intent from Initial Customers
12.  Marketing Program

Time Frame

Immediate

2 months
3 months
2 months

1 month

3 months
5 months
1 month
2 months
1 month
1 month

1 month

Note: Many of the above activities may occur simultaneously (See Pert
Chart on page following)
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Company Development Pert Chart
Month:
Activity 8th |9th
1. Initial Funding
2. Survey & Drilling
3 Acquisition of
Permit
4, Acquisition of
Factory Site
5. Order Mine &
Factory Machinery
6. Access Road to
Upper Mine
7. Factory Building
8. Mine Equipment
Installed-Mine Start
9. Factory Machinery
Installed
10.  Training Factory
Workers & Factory startup
11.  Letters of Intent

12.

Marketing Program

10th
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) Location

The marble deposit is located on the eastern road of Bonanza Lake to
Kokish and Port McNeill, approximately 50 km south of Port McNeill, and
the eastern boundary of the Claim runs parallel to the road, from north at
Bonanza Lake to south at approximately 22.5 km from Beaver Cove.

The area of the deposit covers 9 units of 500 x 500 metres (25
hectares = 61.78 acres) = total area of 550 acres or 225 hectares. Please see
Appendix V for detail.

The marble consists of highly crystalized and metamorphosed limestone in
the Quatsino formation of the Vancouver group (late Triassic-Karnian)
covered partly and cut by quartz diorite and quartz monzonite (Island
Intrusivess of middle to late Jurassic. The intrusive rocks have contributed to
the high quality of the marble and the zones adjacent to the intrusion are
carbonized and have given the marble a dark grey to black colour and higher
density which makes 1t perfect for cutting and polishing. Twenty-five percent
(25%) of the deposit 1s milky white, twenty-five percent (25%) streaks in
white and fifty percent (50%) 1s coloured.

Although the marble is on the surface and the operation will be open pit
method, to make sure of the quantity and quality of each colour, extensive
core drilling, sample processing and testing will be performed and all the
data will be logged on each colowr prior to any development plan as per the
following drilling program.

Initial and Annual Drilling Program

A. Initial Program

We recommend the following drilling, sampling and testing programs to run
concurrently with initial mine and plant startup in lieu of the total program
detailed in Appendix VII (c):

Phase I:
Task 1.  Property Surveying and Grid Layout $21,118
Task2.  Geological Mapping 16,110
Task 3. Geophysical Survey 11,068
Task 4. Reporting _ 9775

Total Estimated Phase | $58,072
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Phase I
Task 1.  Drilling Program

1.1 Tonto Drilling
Drill Holes Description
3-30 m each @ 60 degrees into white marble 90 m
5-10 m each vertical @ centre of deposit 50 m
3-20 each vertical above main road 60 m
3-20 m above the power line 60 m
1-30 m in an easterly direction 30m
9-10 m above the main road in west
section of quarry . 90 m
Total Drilling 380 m
Please refer to the Company Geological Map Drilling Plan on page
following.
380 metres at approximately $79 per metre (NQ care) $30,020
Mobilization 2,000
Standby (assume 5 days at $85/hr) 500
Consumables, assume 750
Clearing 24 sites for drilling 9,000
Core shipping, allow __500
Total Drilling Estimate $42,770
12 Tundra Helicopters
3/10 of original proposal —-8.000

Estimated cost of this task $50,770
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Company Geological Map Drilling Plan
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Task2.  Geochemical and Other Laboratory Testing $10,068
Task3.  Project Management and Reporting 21636

Total Estimate Phase II 382,474
Total Estimate of Both Phases: $140,546

B. Annual Drilling Program
Winkie Drill and Accessories

(Appendix III (f)) Cost: $23,555

6% PST 1413

Total $25,000
Depreciation (5 year) $5,000/yr
Drilling Consumables & Expenses 9,000/yr
2. Driller 38,400/yr
Helper _28.800/vr
Annual Drilling Program $81,200/yr

The Driller, Helper and Handyman will, as required, cut and polish samples
of the NQ cores for further mine development assessment. A small saw and
hand polisher is planned near the workshop area.

© Mine Development and Marble Block Production
Year round operation is possible due to the moderate climate.

The mine has a visible 700 million cubic metres of marble. Approximately
400 million tons are suitable for marble dimensional slabs and the remainder
suitable for industrial crushed or powdered calcium carbonate.

The mine is divided due to the colour of marble and accessibility into two
sites: the Upper Mine of pure milky white and the Lower Mine where
coloured marbles are located. While the Lower Mine is accessible at
present, the Upper Mine requires approximately 6 km of new haul road
which is estimated to take 3 months and costs $390,000 to build. Electrical
Power, via the 138 KV overhead main transmission line, (which bisects the
property) and adequate water, from nearby lakes, are available to both mines
at a reasonable cost.

The use of diamond wire saw and tungsten-carbide chain saw, as well as hand
hammer drilling and wedging will be applied since these methods and
equipment are proven, economical and practical i all weather conditions.
Production of blocks will meet plant requirements.



LEO D’OR MINING INC. 21
I Fixed Mine Development Costs
Upper Mine:
A 1.  Road building 6 km x 65,000/km $390,000
2.  Mine Clearing 75,000
3.  Machinery set-up 50,000
4. Road and mine engineerin _35.000
Access and Preparation TOTAL $550,000
B Company Supplied Mine Equipment
~Three (3) Diamond Wire Saws @ $30,000 (US) each
(x1.2x3) $108,000
Accessories for three (3) Diamond Wire Saws @
$3,000 (US) each (x 1.2x 3) 10,800

Four thousand two hundred and five feet (4,205 ft) Diamond Wire to
cut AB, CD & EF lines as shown below on the first white escarpment.

C
-
o | B
F D~ E
500ft. 8.54€Cet
500 ft.
600 ft.
AB 1,234x12 = 1,480’
FE 1,234x 12 = 1,480°
CD 1,034x 1.2 = 1,245
Total to suit topography = 4,205 x $100 (CDN)/ft =

One (1) Quarry Chainsaw, blade length 3 m

Auxiliary Equipment:
Three (3) only Autohydraulic
Perforating Machines
3x 12,000 (US)x 1.2

Perforating Consumables
3x4,000(US)x 1.2

Three (3) only Light Pneumatic Block Cutters
3x 9,000 (US)x 1.2

«Note: See Appendix III (d) for Diamond Wire Saws and Accessories.

420,500

135,000

43,200

14,400

32,400
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Quantities of Pneumatic Hand Hammers,
accessories and tungsten carbide tipped chisels
to service three (3) Diamond wire Saws.

105,000 (US) x 1.2 $126,000
Spare parts for one (1) year
5,000 (US) x 1.2 54,000
Two (2) only Derrick Cranes (See Appendix III(i)) 300,000
One (1) only 350 cfm compressor and
100 ft. hose
(as per Finning Ltd.) _ 50,000

Main Substation, approximately two (2) kilometres
of in-pit three (3) phase suspended power line with
adequate breaker panels near every quarry

600,000
Minesite "ATCO" style office trailer with office,
lunchroom, tool and survey equipment room,
washroom and kitchen
20,000
Four portable light towers ¢/w 4 x 1000 W Mercury
Vapour Lights (4 x $19,000 as per Finning Ltd.)
76,000
Total Upper Mine Equipment 1,990,300
*Federal Sales Tax (12%) 238,836
BC Provincial Sales Tax (6%) 133,748
Estimated Brokerage Freight & Duty 141775
Total Upper Mine Equipment (CDN) $2,504,660
Upper Mine (A) Access & (B) Equipment Total $3,054,660

The equipment outlined in Item B above will praduce on a monthly
basis as described:

tons/month
3 diamond wire saws and 1 chain saw
hand drilling and wedging 195
Estimated Monthly Total Upper Mine Production 975

This production translates to 11,700 tons per year or 413 to 468 blocks
per year depending on block types and dimensions.

*Note: Federal Sales Tax will be exempt upon application due to Mining Use.
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Lower Mine:
A 1.  Road building $ 0
2.  Mine clearing 25,000
3. Machinery set-up 25,000
4.  Mine engineering __5.000
Access and Preparation Total $55,000
B Company Supplied Mine Equipment
Two (2) Diamond Wire Saws @ $30,000 (US) each (x 1.2 x 2)
72,000
Fifteen Hundred feet (1,500 ft.) Diamond Wire,
to suite topography 150,000
One Quarry Chainsaw, blade length 3 m 135,000
Auxiliary Equipment:
Two (2) only Autohydraulic
Perforating Machines
2x $12,000 (US) x 1.2 28,800
Perforating Consumables
2x $4,000 (US)x 1.2 9,600
Two (2) only Light Pneumatic Block Cutters
2x $9,000 (US) x 1.2 21,600
Quantities of Pneumatic Hand Hammers,
accessories and tungsten carbide tipped chisels
to service two (2) Diamond Wire Saws
$70,000 (US) x 1.2 84,000
Spare parts for one year
$30,000 (US)x 1.2 36,000
One (1) only 350 c¢fm compressor
and 100 ft. of hose
(as per Finning Ltd.) 50,000
Four portable light towers ¢/w 4 x 1000 W Mercury
Vapour Lights (4 x $19,000 as per Finning Ltd.)
76,000
Total Lower Mine Equipment $663,000



LEO D’OR MINING INC, 24

sFederal Sales Tax (12%) $79,560
B.C. Provincial Sales Tax (6%) 44,554
Estimated Brokerage, Freight & Duty 47227
Total Lower Mine Equipment (CDN) $834,341
Lower Mine (A) Access & (B) Equipment Total $889,341

The equig;ment outlined in Item B above will produce on a monthly basis as
described:

- tons/month
2 diamond wire saws and 1 chain saw 520
hard drilling and wedgin% 130
Estimated Monthly Total Production Lower Mine 650

This production translates to 7,800 tons per year or 275 to 312 blocks
per year depending on block types and dimensions.

d) Slab and Tile Production

Slab Production

Slab blocks will be 2 m high x 2.05 m wide x 2.5 m long to suit the Mordenti
80 Gang Saws, as shown:

20m

/ Each slab block weighs
283 tons based on a
/ 25m
g
205m |

specific gravity of 2.76.
The Mordenti Supermord 80 Gang Saw is equipped with 80 diamond blades
and produces 82 - 18 mm thick panel slabs per cutting cycle.

Square Measure produced per block is 2 mX 2.5 m x 82 panel slabs
= 410 m“/block
= 4,415 ft“/block

The Mordenti Levimord 2000 M Automatic Slab Polisher will produce 50 m?
per hour.

*Note: Federal Sales Tax will be exempt upon application due to Mining Use.
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Assuming that 20.5 hours ger 24 hour da is available for work and that

overall efficiency is 65% t

20.5 hours x 65%

The total production per Levimord 2000 M is
= 159,960

x 240 days/year

e actual runmng hours per day will be:
= 13.33 hours/day

123 .33 hours/day x 50 m2/hour
ear

=1 721 851 ft“/year

3 Shift %{2;[31 on 2
L 2000 M handles 159,960 m“/year

Two (2) L2000 M handle 319,920 m?/year
+Net Square Measure per machine

*Net Square Measure, two (2) machines

2 Shift O{ggrgpon 2
L 2000 M handles 106,640 m*/year

Two (2) L2000M handle 213,280 m?/year
*Net Square Measure per machine

*Net Square Measure, two (2) machines

1 Shift %Pgrgpgn 2
L 2000 M handles 53,320 m“/year
Two (2) L2000M handle 106,640 m?/year

*Net Square Measure per machine

*Net Square Measure, two (2) machines

*Note:

390 blocks/year
11,040 tons/year
780 blocks year
22,080 toni/ ear
e
1, ear
255, 936 m9 gar
2 754 962 ft“/year

260 blocks/year
7,360 tons/year
520 blocks};ear
14,720 to&s/year
85,312 m</year
918 321 ft ear

170,624 m

836 642 ft /yr

II ll W un

30 blocks/year
3,680 tons/year
260 blocks year
7,360 toni ear
2 656 m</year
59 160 f year
S, 312 m year
18,321 ft /year

O 00 p

All Net Square Measurement figures assume a 20% factory loss due to

breakage.
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Tile Production

Tile blocks will be 1.8 m high x 1.8 m wide x 2.8 m long to suit the Gregori
Bufalo M/1600 Blockcutter, as shown:
[

8
2 ;‘5 Each tile block weighs 25
| tons based on a specific
' gravity of 2.76
18m o
l e 28m
18m—*

The Gregori Bufalo M/1600 will produce 12 square metres/hour as per
Appendix III (a) information. This net production assumes 20% factory loss.
Each tile "sub block" cut by the block cutter from the parent block is 30 cm x
30 cm x 1.8 m long as shown above.

1-2 = 30cm, 23 = 30cm,
3-4 = 30cm, 1-4 = 30cm.
2-6 = 18m
Each tile is as described below: block cutter kerf

. A

e

30 cm

Each sub block produces 180 tiles. There are 6 x 9 = 54 sub blocks per main
block. The total tiles produced per main block is 180 tiles x 54 sub blocks =
9,720 tiles.

The total Square Measure per main block is:
3mx.3mx9,720 tiles = 875 m2/block

if no losses occur. Assume a 20% factory loss due to finishing breakage. Net
Square Measure per main block is:

.80 x 875 m?2 = 700 m2/block
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hi eration

Bufag) M/1600 is capable of:
12 m“/hr x 24 hrs/day x 240 days/yr. = Net 69,120 m?2

Planned Production is
98.7 blocks/year x 700 m2/block = Net 69,090 m2/yr
Which is within the Gregori stated Net 69,120 mz/yr.

(e Annual Gross Revenue Estimate

il ion - Mordenti ngsaw

Every 24 hour period each gangsaw will process 2 blocks if

blocks are 2.0 m height.
The two (2) gangsaws are capable of cutting
4 blocks/day x 240 days/year = 960 blocks/year
Estimated Mine Production is:
Upper Mine 11,700 tons/year
Lower Mine 7.800 tons/year
Total 19,500 tons/year

Total Mine Block Production is estirnated to be:

Slab blocks = 600 blocks/year x 28.3 tons/block = 16,980 tons/year
Tile Blocks = 100 blocks/year x 25 tons/block = 2,500 tons/year
Total Annual Tonnage Mined = 19,500 tons/year

Assuming we will process all 19,500 tons mined per year:
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lab Portion; 74% by Net Square M r
600 slab blocks/year x 410 m3/block x.80
(finishing loss & breakage) = 196,800 m2/year
= 2,118,407 ft2/year
F.O.B. Vancouver Port Selling Price $6.20/ft2
Less Factory to Port Transport £t2

Net F.O.B. Factory

$6.00/ft2

Slab Sales Gro§s Revenue: 2
$6.00/ft“ x 2,118,407 ft</year = $12,710,442
Tile Portion: 26% by Net Square Measure
98.7 tile blocks/year x 875 m>/block x .80 5
(finishing loss & breakage) = 69,090 mz/year
= 743,703 ft*/year
F.O.B. Vancouver Port Selling Price $3 70/ft2

Less Factory to Port Transport
Net F.O.B. Factory

Tile Sales Grosi Revenue: 2
$3.50/ft“ x 743,703 ft“/year = $2,602,961
Annual Gross Slab plus Tile Revenue: $15,313,403
(Y Capital Cost Summary
II Fixed Factory and Qffice Costs
A ory Building an nd - Preparation n ion
Costs
Building (Butler type/serviced and insulated
including geotechnical engineering) $775,000
Land Cost 400,000
Building site preparation 155,000
Block trucks on rail 75,000
All site ground preparation including paving,
crushed aggregate and fencing 150,000
Total $1,555,000

Minimum ideal property size is 15,650 ft. x 500 ft. or 330,000 ft? to
allow for expansion to five (5) factory lines. (7.6 acres = therefore,
need 10 acres).
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The property must be hardpan or rocky to provide foundation for the
gangsaws. See Appendix II for factory site description.
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IL TELAID RIDUCE Tu LA LEVIGATRICE/LUCIDATRICE LA SECATRICE A PONTE MOD TMPALA

BLOCCO DI MARMO IN LASTRE MOD LG4 CSCGUE LA LEVIGATURA £ ESEGUE LA REFILATURA E

CON ALTEZZA MAX nt180 - LUCIDATURA A SPECCHID DELLE SEZIONATURA DELLE LASTRE A .
LUNCHEZZA MAX. nt3 - LASTRE. MISURE STABILITE .

SPESSORI VARIABILL

THE BRIDGE SAWING MACHINE IMPALA

THE GANGSAW REDUCES THE  THE POLISAING MACHINE LG4

MARBLE ELOCK IN SLABS HAVING CARRICS DUT ThE GRINDING AND CARRIES DUT THE SQUARING AND

A MAXIMUM HEIGHT DF L8O mt. - MIRROR POLISHING OF THE SECTIONING AT PRE-SELECTED SIZES ™ -
MAXIMUM LENGAT 3 nt - SLABS OF THE SLABS N

VARIABLE THICKNESSES
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MOD. MINISAW 7 ESCGUE LA
SCZIONATURA DELLE FILAGNE
OTTENENDD LE PIASTRELLE A
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DEl LATL LA SMUSSATURA _EGLI PIASTRELLE ED ESCGLE LA DI GRADINL SOGLIE E DAVANZALL
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LA TAGLIABLOCCHI MOL BUFALOD LA PREATIESTATRICE ™OD. MINISUPER LA LUCIDATRICE HOD POLARIT
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UPPER MINE

11,700 tons/year

3 x diamond wiresaws

1 x chainsaw

2 x derrick cranes

1 x compressor

3 x block cutters

3 x perforating machines

4 x light towers

LOWER MINE

7,800 tons/year

2 x diamond wiresaws

1 x chainsaw

1 x 125 ton crawler crane
1 x compressor

2 x block cutters

2 x perforating machines

4 x light towers

& Shipping

Crati mg, Warehousing

COMPANY MARBLE MINE AND FACTORY

Supermord Net 65,600 m2/year
Gang poaron 2 shifts/year
Saw slab
Net 65,600 m2/year
2 shifts/year
bridee Helye
125 ton crawler polisher
crane
Supermord
Block Yard Crane 80 Net 65,600 m2/year
Transport & Gang auto 2 shifts/year
Q 0 Saw sla
via highway Trolleys polisher
100 tile blocks Mrlnflfégfsaw
Pre-Square
600 slab blocks gﬁgggl‘agc Wﬁx E?‘%c ) snzmgS
shifts/year
Polari
BufaloM 630120 + 8h
Block
Cutter ggﬁ er &
vear polisher
Minisaw
. ring
Orion 2 shifts/year 1une
Net 69,090 m2/yr
Infrared Chamfering
Fimishing
Umt &ilcs) Machine
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B Fa. _yEquipment .
(Based on Gregori offer No. 00384/10.3.89 and Mordenti offer No. 3/311 of 17.03.89 and Canco offer No. CEV-89-7105 of 05.02.89 - see Apx. I1I)
Item | Quantity | Description Cost FO.B. | FST PST Shipping Cubic Measure Freight Insurance Installed Cost
Italian 12% 6% Weight M/ie & Brokerage
Factory Tonnes/Lbyg to Site*
1 2 Gang Saw 433,450 485,464 514,592 38.5/84,876| 88/3,108 10,610 ea. 1,050,404
(Mordenti Supermord 80) 52,014 29,128 525,202
2 1 Bridge Saw 119,990 14,399 8,063 55/12,125 | 92/3,249 5,000 147,452
(Mordenti MKP 35 Digital) 134,389 142,452 40’ open.top cont
3 2 Auto. Slab Polisher 208,750 240,063 254,467 17/371,478 | 61/2154 7,500 ea. 523,934
(Mordenti Levimord 2000M) 31,313 14,404 261,967
4 2 Bridge Polisher 52,953 6,355 3,558 3.2/7,088 n/a 3,500 ca. 132,732
(Gregori LG4-1M/600) 59,308 62,866 66,366
5 1 Block Cutter 245,986 29,518 16,530 16.1/35,494| 246/8700 7500 299,534
(Gregori Bufalo M/1600 275,504 292,034
6 1 Pre-Square Machine 18,932 2,272 1,272 0.9/1,984 14.7/520 3,000 25,476
(Gregori Minisuper) 21,204 22,476
7 1 Calibrating, Rough Grind 114,161 13,700 7,672 4.85/10,692| 24/848 4,000 139,533
& Polish (Gregori Polaris 127,861 135,533
620/2D +8A)
8 1 Squaring Machine 64,301 1,716 4,321 1.5/3,307 14.7/517 3,000 79,338
(Gregori Minisaw 72,017 76,338
Z./24D Plus)
9 1 Chamfering/Finishing 108,788 13,055 7,311 3.83/8,444 | 12/424 3,500 132,654
Machine (Gregori Orion) 121,843 129,154
10 4 Overhead Crane N Van included 20,462 n/a n/a 650 108,448
(Canco 1 ton) 19,304 1,158 Installation 6,000 27,112
11 4 .
Groups | Roller Conveyors 12,740 1,529 856 n/a n/a 2,000 17,125
(Gregori) (total) 14,269 15,125
12 1 Edge & Corner Polisher 62,515 7,502 4,201 44/9,718 18.5/655 3,500 77,7118
(Gregori Sirio) 70,017 74,218
13 1 Water Recycling Plant 301,450 337,624 357,881 7,500 365,380
(Gregori) 36,174 20,257
1 TOTAL 3,035,025
Factory Mobile: 3,000 Ib forklift 15,000 + 900 pst = $15,900J
Note: 1. 0.6582 X DM or 00919 X Lire = SCDN *4. Freight, Insurance & Brokerage Total including factory mobile $3,050,925

2. Import duties do not apply & installation is included

3. All above machines are priced ¢/w appropriate accessories

to site must be confirmed
by packing list quotations
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C. Vancouver and Port McNeill
Office Equipment & Supplies
(see Appendix III (j))
C.1  Port McNeill
Desks, filing cabinets, office equipment :
and phones $6,000
C.2  Vancouver
Office equipment and furniture 48,000
C.3 Communications Equipment and
Computer System 201,180
Subtotal 255,180
6% P.S.T. 15,310
Total $270,490
(g)  All Costs Summary
I in velopmen
A Initial Mine Preparation, Road Building
& Clearing Costs $605,000
B. Company supplied mine equipment 3,339.000
Total Item I $3,944,000
II Fixed Factory & Office Costs
A Factory Buildings & Land - Preparation
and Construction cost $1,555,000
B. Factory Equipment 3,050,925
C. Vancouver & Port McNeill Office Equipment
and supplies 270,490
Total Item 11 4,876,415
Total of Items I and II 8,820,415
Less: Land and Preparation Cost (550,000)

Total Depreciative Capital

$8.270415
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III Annual rating Costs

A Salaries:
Vancouver
President, Vice President, Vice President-
Operations, Manager-Public Relations, Secretary-

Legal Advice, ecutive Assistant, Manager-
Operations, Chief Accountant and Receptionist

Total $500,000/year
McNeill

«Area Manager, Factory & Mine $45,000/yr -
*Supervisor, Factory & Mine 35,000/yr
Foremen (2), Factory $40,000 each 80,000/yr
Accountant, Factory 31,500/yr
Lead Hands (2), Factory $40,000 each 80,000/yr
Hourly Labour (16), Factory:

16 x $25/hr x 8 hrs/day x 240 days/yr 768,000/yr
Electrician, Factory 40,000/yr
Carpenter, Factory 40,000/yr
Handyman, Factory 20,000/yr
Receptionist, Factory 20.000/yr
Total $1,159,500/yr

B. Additional Staff Charges
Chartered Accountant $5,000/yr
Computer System Consultant 20,000/yr
VCR. & Port McNei}l Office Cleaning($ S /hr) 10,000/yr
Factory Port McNeill 24 hour security ($15/hr 131,400/yr
$166,400/yr
C. Minesite Contractor Costs
10 men x $25/hr x 8 hrs/day x 240 days/yr $480,000/yr
Contractor foreman 60,000/yr
Mine Clearing and Road Service _200,000/vr

Total $740,000/yr

«Note: The Area Manager is co-ordinator of the Mine and Factory during dayshift
and the Supervisor is co-ordinator during afternoon and night shifts.
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D.

Block Haulage Contract Cost

19,500 tons (metric)/year = 21,495 tons/year
Therefore, cost to haul is:

$0.0285 x  21495tons x S0km = $25.525/yr
n year
km

Corporate Sales Travel, Promotion and Expense Costs

80.000/yr

Medical & Dental Expenses
Medical: 34 employees x $1,200/yr $43,200/yr
MSA Dental: 34 em&l‘oyees x $413.04/ 14,870/yr
WCB expense: @ 0.0431 x $1,659,500f)": 71,525 /yr
MSA extended benefits: 34 x 105.60/yr 2/yr
$133.397/yr

Office Costs

G.1  Vancouver Office Rental $80,000/yr
G.2  Centralized Office Supply 1,800/yr
G.3 CN.CP.Telex 1,800/yr
G.4 Telephone 2,400/yr
$86.000/yr

Land & Building Cost Per Year

10 year straight line depreciation

I A@ 605,000
II A@ 1,005,000
B@ 3,050,925
C@ _270490

TOTAL @ 4,055,925

TOTAL @ $4,660,925 depreciation @ 466,092 /yr

Mine & Mobile Equipment

10 year straight line depreciation
1 B@ 3,339,000 depreciation @ 333,900/yr
Two (2) only 125 Ton Crawler Cranes (5 year lease

with option) @ $28,000/month) 168.000/yr



- Aonmentsnt

JU

~——

LEO D’OR MINING INC. 35

J.

Insurance Cost Per Year

Liability
Fire, Theft & Loss $16,000/yr

Automotive Expenses

K1 Lease Expense:
2 x staff vehicles
3 x "Blazer" style 4x4
2 x 1 ton pick up 4x4
Annual lease expense including license and

insurance _ $78,000/yr
K.2 Maigtelnancei Gaé axl;d Oil:

7 vehicles as listed above 49.000/vr

Total $127,000/yr

(Please refer to Addendum III (h) for detail)

Royalty to Lands Department
$2.00 per ton x (11,700 + 7,800) tons

= $2.00/ton x 19,500 tons = 39.000/yr
Port McNeill Taxes, est. 30.000/yr
B.C. Hydro Consumption, est. 360,000/yr
Factory and Mine Equipment

Annual Maintenance Costs 135,525 /yr
F%c;;(:)rgtgaining Specialists - 1st year only
Diamond Wire Replacement 50.000/yr
Annual Drilling Program 81.200/vr

Total Annual Operating Costs

(including depreciation $4,712,539 /yr
Total Annual Operating Costs

(Excluding Depreciation Items H & I) $3,912,455 /yr
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(h) Comparison - Gross Revenue vs. Cost

If the full mine production is processed 100% per year by the factory

Gross Revenue $15,313,403
Total Annual Operating Costs 4,712,539
Net Revenue Before Taxes $10,600,864

The "Break-even" point is at $4,712,539/$15,313,403 = 30.8% of planned
nlx)ine and plant production or 73.9 working days of operation as detailed
above.

Total Net Square Measure Produced - 2,862,110 ftz/yr

Cost on average per square foot produced is therefore

$4,712.530/yr = $1.65/ft
2,862,110 ft</yr

The Company’s average cost of production is in the range of $1.65/$3.00 =
55% of the lowest wholesale price paid in Vancouver for the least desirable
tiles imported.

The Com any’s weighted aver?;e assumed whoEsalc selling price based on a
mix of 74% panel slabs and 26% tiles is $5.35/ft“ in this report.


http://S4.712.539/yr

LEO D’OR MINING INC. 37

VI AVAILABLE MARKET AND MARKETING STRATEGY

This section will focus on the likely available markets and the most appropriate
strategy for marketing marble.

Marketing marble will be straightforward because:

In the United States marble consumption has increased 12.3 times from 11 million
square feet in 1980 to 135 million square feet in 1987. From 1980 to 1985 the
average increase in consumption was 44% per year. The sharpest increases in
consumption during this time were 72% and 88% in 1981 and 1985 respectively.
The 1987 consumption equates to approximately $1.3 billion dollars (US) annual
sales. Please refer to Apgendix (b) for details regarding the above figures.
Canadian consumption in 1988 was approximately $48.3 million dollars (CDN)e.

Imported marble is expensive because the cost of handling, shipping and damage is
four (4) times the price of marble at the place of origin.

The Company’s translucent pure milky white marble is in demand in Italy and
Taiwan due to shortage of suprly from historic sources. The translocent
"butterscotch ripple" and opaque light mottled blue are now in demand in the
Orient. The light mottled blue is now only available from Australia. Vancouver
based companies erecting their own head office buildings will favour B.C. marble

The current constumption of marble is estimated by reviewing the 1988 consumption
in Canada. The following summarizes Statistics Canada figures of imported marble
to September 1988 and is extrapolated to December 31, 1988.

Page No. Item No. Description Canadian Dollars
Sept. 1988 Dec. 1988

12 2515.11 Marble & Travertine
crude or roughly
trimmed 1,977,000 2,636,000

72 2515.12 Marble & Travertine,
cut by sawing
or otherwise into

blocks 2,400,000 3,200,000

270 6802.21 Monumental/Building
Stone/cut & sawn
flat or even-Marble 1,861,000 2,481,333

271 6802.91 Worked monumental/
building stone, Marble,
Travertine & Alabaster 30,009,000 40,012,000

Total : 36,247,000 48,329,333

sNote: All funds in this report are expressed in Canadian Dollars unless noted otherwise.
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Please refer to Aggendix IV for the above figures. The annual market in Canada is
at least $50,000,000 (CDN) now and easily $1,296,000,000 (US) in the United States.
The world wide consumption of marble and granite is approximately eight (8)
billion US dollars.

The Company’s planned production represents about 0.92 of 1% of North American
consumption and only 0.17 of 1% of the Free World Consumption (Russia and
China are excluded). Currently and for the foreseeable future, marble will be in
short supply and growing demand.

AVAILABLE MARKET IN WESTERN CANADA

’/_,___...\

_The Company’s marble will sell F.O.B. Vancouver for at leat $6.00.pér square foot

retail in tile form, and at an average price of $10.00 a square Toot retail for the
‘larger panels and sheets. The price range will likely be 52.00 to $7.00 per square
foot retail for tile and $15.00 to $18.00 per square foot retail for panels and sheets,
deﬁending on the demand for certain colours. The Company’s milky white panel
will sell for at least $20.00 per square foot retail.

The current retail selling prices for marble in Vancouver, B.C. is:

Panel Slabs $24.00 to $28.00/ft2
Tiles $8.00 to $9.50/ft

Please refer to the "Local Market Check" in Appendix VI of this report.

The Company intends to sell all products retail ex factory or delivered to customers
at their expense. Due to superior quality, limited production and proximity to
market the Company does not anticipate having excess inventory for the wholesale
market.

1. van 1 Plan

The Company marble is unique. The pure white and other colours are extremely
fine grained and have high compressive strength. The high compressive strength
enables cutting of thinner slabs and allows polishing to a very high gloss.

Local manufacture is mandatory to maintain exclusivity of the Company’s highly
desirable finished product. The Company’s policy is to quarry and process im
Company plants all Company mined raw blocks at all times. The Company plans to
increase production to chase demand.

When marble or granite is used for building components, the process entails the
following steps:

A quarry operation produces blocks. A processing plant cuts the blocks into slabs,
followed by polishing. The polished slabs are cut into panels, sheets and tiles. The
contractor is left with minimal cutting and polishing to be performed during
installation.
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Due to the greater hardness of solid granite, the installation contractor will not be
able to use the same cutting and, if necessary, polishing equipment that he would
use with marble. Special diamond studded cutting and polishing equipment will be
neecti;;d if the installation of solid graunite is to be no more difficult than that of
marble.

Therefore, the need for special contractor equipment will be minimized due to the
high quality of the Company’s finished product and relative ease of cutting and
polishing marble.

Other advantages of a local plant are:

Precise cutting to specific sizes

Precise polishing to specified, uniform thicknesses

Special, chargeable cutting to minimize the required on-site cuttin
Replacement of broken or damaged slabs to the jobsite (which is an
accepted and common occurrence) will be expedient. Exact colour and
pattern matching to the original order within a short time frame is
possible. Imported product, due to distance and multiple handling,
creates delayed construction schedules and mismatched replacement
marble installations. Sometimes imported marble to match the original
installation is not available for a long time.

2. mestic Availability i ajor Benefi mer

Presently the majority of marble consumed in Western Canada and the United
States comes from Europe. The great distances involved make availability a
groblem. Availability is hampered by one or more layers of distributors or agents

etween the plant and the end-user. Availability is further aggravated by the small
Western Canadian market which does not warrant distributors to carry inventories
for all of the numerous colours and grades of marble and accordingly marble
inventories are minimal.

Due to these availability reducing factors, long lead times are needed with marble
orders, and over-ordermgl_hmay be necessary to ensure that sufficient marble is
present for installation. is is often necessary since additional pieces of marble
cannot be readily obtained. Furthermore, these problems and the difficulties in
obtaining fixed prices inhibit the use of marble.
The marble produced by a local plant can have distinct availability advantages as a
substitute for imports.

* Inventories can be located in Westarn Canada

* A processing plant can respond quickly to orders

® The transportation distances are shorter

* No layers of distributors or agents exist between the local plant and the
customer
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3. Attractive Appearance is an Advantage

The Company claim contains over thirty (30) different colours ranging from pure
milky white to black. Pink, yellow, blue, grey, rusty brown, black and various streaks
are immediately apparent from surface observations. The pure milky white marble
looks like bone china. This white marble represents approximately one-quarter of
the deposit or about 100 million tons. Ninety percent (90%) of the marble used
worldwide is white.

The colours which appear to have the greatest market acceptance are whites and
light browns. Natural and subdued colours appear to be more readily marketable
than dark and/or bold colours. As the quarry is developed, an unlimited range of
desired and uniform colours will be available.

4, ing Str

Shortly prior to facto?' start-up, we will invite international marble brakers and
importers to visit the factory and minesite. Sample books and catalogues will be
prepared and distributed. As necessary our sales department personnel will visit
exhibitions and participate in trade shows to promote Company products to the
Architectural and Construction Community.

Native marble from the Company will be promoted for preferred use in any new or
renovated British Columbia or Canadian Government sponsored structure,
monument or building.

Success Characteristics For Marble Marketing
The key success characteristics are listed below:

* Competitive Price. Although the Company marble is a saperior product
and accordingly should command a premium price, it must be recognized
as good value for money compared to competitive products. is is
essential in the competitive building materials market where products are
purchased for specific attributes.

* Knowledgeable Sales Personnel. Company marble is a new product and
the technical characteristics must be explained to architects, prospective
buyers, and contractors by credible sales people.

® Availability,. Company marble will have a product availability advantage
compared to supplies of foreign marble and many of the tiles consumed
in Western Canada. This is an important advantage since availability is
desirable in the construction industry, where meeting time commitments
is often essential.

* Quality Product. With its strength, hardness and attractive appearance,
Company marble is superior to alternative materials.
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5. mma

The Company’s marble is an attractive, durable and solid marble, ranging from
14,900 psi to 15,800 psi compressive strength. Uniformity of colour in high volumes,
essential for panels and sheets, will ensure a steady and growing demand for the
Company product.
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Although only 660000 tons of this marble constituting 4 acres of the total 555 acres of
the company's claim has been investigated and approved (Klohn Lenhoff reports - Appendix
7). It should be noted this amount of marble is enough for 32 years of operation at this
anticipated rate of production.

The Company Claims at Bonanza Lake, North of Vancouver Island have a capacity of
400,000,000 tons of marble suitable to compete and replace the present marble slab and tile
in the world market.

This report is conservative. All equipment is detailed at full list price and all tile and slab
sales are estimated at minimum or lowest possible wholesale selling prices per square foot of
finished product. Qur planned production will only satisfy 0.17 of 1% of the free world

Our Cumulative Operating Profit before taxes will be $185,700 and $11,772,700 in the First
and Second Years respectively.

Our cost to produce slabs ar tiles is $1.66 per square foot. The average wholesale minimnum
selling price is $3.70 per square foot for tile or an average of $5.35 per square foot when
slabs are included.

Our exposure to market dips is minimal.

Local marble production is a very safe, profitable and clean industry, with no hazardous
environmental impact. The best working conditions will be provided for employees and a
prosperous outlook is envisioned. Two percent (2%) of revenues before taxes will be
dedicated to profit sharing for hourly staff.

The market is waiting. The distributors and architects have welcomed the idea of an
available, dependable and cheaper source of marble and granite to replace the imports.

You are invited to join us in this venture.

Yours sincerely,

Massoud Shariat Madari
President
Leo D'Or Mining Inc.
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FINANCIAL RESULTS AND USE OF PROCEEDS

Note: ALl figures are expressed in thousands (000) of dollars

2

3

(Financing Costs Excluded)

7.2
10.6
0.0
0.0
0.0
0.0
0.0
0.0
6.8
52.2
0.0
2.1
1.3

(80.2)
(160.4)

136.0
0.0
0.0
0.0

201.0

(337.0)

7.2
10.6
0.0
20.0
0.0
0.0
0.0
0.0
6.8
52.2
0.0
2.1
1.3

€100.2)
(260.6)

118.0
0.0
0.0
0.0

201.0

(319.0)

7.2
10.6
0.0
20.0
0.0
0.0
0.0
0.0
6.8
52.2
0.0
2.1
1.3

€100.2)
(360.8)

7.2
10.6
16.8

0.0

9.9

0.0

3.3

2.0

6.8
52.2

0.0
63.8

1.3

(173.9)
(534.7)

113.0
0.0
3,339.0
0.0
201.0
(3,653.0)

7.2
10.6
16.8

6.0

9.9

0.0

3.3

2.0

6.8
52.2

0.0
63.8

8.8

(181.4)
(716.1)

113.0
0.0
0.0
0.0

201.0

(314.0)

7.2
10.6
16.8

0.0

9.9

0.0

3.3

2.0

6.8
52.2

0.0
5.1

8.8

€192.7)
(908.8)

0.0

0.0

0.0

0.0

1,525.0
€1,525.0)

7.2
10.6
29.5
10.0
30.0

0.0

5.8

2.0

6.8
52.2
97.2
5.1

1.3

327.7)
(1,236.5)

0.0

0.0

0.0

0.0

1,525.0
(1,525.0)

7.2
10.6
29.5
10.0
30.0

0.0
5.8
2.0
6.8

52.2
97.2

5.1

1.3

(327.7)
€1,564.2)

7.2
10.6
29.5
10.0
30.0

0.0

5.8

2.0

6.8
52.2
97.2
7.1

1.3

310.3

€1,253.9)

1,276.0

7.2
10.6
29.5
10.0
30.0

0.0

5.8

2.0

6.8
52.2
97.2
5.1

1.3

948.3

(305.6)

.............................................................................................................................................................................

$10,087.3
$9,670.1

$9,670.1
$9,250.9

$9,250.9
$8,836.7

$8,836.7
$5,009.8

$4,514.4
$2,796.7

$2,796.7

$944.0
$616.3

$616.3

$926.6
$1,874.9

1st month
Revenues 0.0
Expenses:
Operating Costs
- Vancouver office 7.2
- Vehicles 10.6
- Heavy equipment & maint. 0.0
- Travel 0.0
- B.C. Hydro 0.0
- Income Taxes 0.0
- Royalties & Taxes 0.0
- Transportation 0.0
- Drilling Program 6.8
- Staff incl. Benefits 52.2
- Labour incl. Benefits 0.0
- Contractor 2.1
- Miscel laneous 1.3
Operating Cash Flow (80.2)
Cumulative Op. Cash Flow (80.2)
Capital Expenditures:
- Mine Access Prep.* 12.0
- Lend & Prep. 550.0
- Mine & Mobile* G.C
- Office Equipment* 270.5
- Factory Equipment* 0.0
Total Capital (832.5)
Net Cash (912.7
Opening Balance $11,000.0
Closing Balance $10,087.3
Depreciation 0.0
*Monthly Depreciative Capital 282.5

Cunulative Depr. Capital 282.5

337.0
619.5

0.0
319.0
938.5

0.0
314.0
1,252.5

5,219.5

0.0
§,525.0
8,744.5

0.0
1,525.0
8,269.5

0.0
8,269.5

0.0
8,200.2

69.3
0.0
8,130.9

12 2nd yesr
1,276.0 15,313.0
7.2 86.6
10.6 127.2
29.5 354.0
0.0 80.0
30.0 360.0
0.0 4,000.0
5.8 69.6
2.0 24.0
6.8 81.6
52.2 626.6
97.2 1,166.4
80.7 906.4
1.3 15.6
952.7 7,415.2
647.1 8,062.3
0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0
(757.2)
$1,874,.9 $2,827.6
$2,827.6 $10,242.8
69.3 831.6
0.0 c.0
8,061.6 7,230.0
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Sample

Leo D’Or Marble

Chemical Analysis

Name of Claim Cao

H.O.

Mgo INsol R203 Fe203 Mno P203 S Ingloss 105c¢
LeoD'Or 1 55.10 010 096 049 0.06 0010 0.03 007 4354 0.13
2 55.06 012 108 016 0.05 0.006 0.01 (0.01) 43.56 0.01

Physical Analysis
Sample Modulus of Rupture Comprehensive

Name of Claim (MPA) Bulk Specific Gravity Absorption Strength

LeoDOr 1 7.46 2.71 0.10 15,800 PSI

2 7.52 2.70 0.11 14,900 PSI
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o LEO DYOR MININGINGT

April 10, 1989

MacMillan Bloedel Limited _ -
Port McNeill Division t. .
P.0O. Box 5000 : ‘
Port McNeill, B.C.

VON 2RO '

Attention: Mr. T.R. Holmes, Manager

Subject: Your Commercial Zoned Property D.L. 2099 F/S
and Adjoining Water lease

Dear Tom,

We are interested in discussing the purchase of the approximately
14.31 acres bounded by ABCEFGHI and securing in our name the
Water lLease bounded by GJKH of the plan attached.

I have modified the boundary locations for existing tenants as
follows:

stin enant 0ld Boundary New Boundary Area
Port McNeill Enterprises MFNOP MFEDL 1.00 Ac
Contract Tire/lLeMare Logging MQRS MICBS ~ 1.10 Ac

These suggested New Boundary locations maintain the Original
Areas for the above Existing Tenants.

We require road access to our property near point F and between
points A & B.

We would like to discuss a lease with option to purchase and a
purchase in escrow.

Yours sincer

Donald E. berts P.Eng.
cc: M.S. Madari, President
G.B. Walker, Secretary

1431 Howe St.
Vancouver, B.C.
Canada V6Z 1R9
Tel. (604) 682-6620 o Telex 04-508328 ¢ Fax (604) 669-7173
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APR-12-'89 WED 14:13 ID:GREGORI SPA TEL MO:0445 510317 HTSZ POL sy

CAPITALE SOCIALE LIT. 1.500.000.000 INT. VERS

— g@ ' EREEDRI—
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T0: _ LEO D'OR MINES INC.
FRoM:  GREGORI S.P.A FACSIMILE TRASMISSION

ATT.: MR, DONALD ROBERTS

DATE: 12/4/89

Nt i

PAGES: 1 INCLUDDING THIS PAGE

Py TL IS

Dear Mr. Roberts,

RSN

s

i TR

re: yr\&gggy's phone call concerning cur quotation !
N° 384/89 DD. 10/3/89

1) PRODUCTION OF 550 M2 (approx) gangsaw working 24 hrs/day
. block-cutter working 24/hrs/day

First of all we wish to bring to yr attention that the above

production output was calculated on one marble gangsaw having

30 blades and thercfore it cannot be compared to the Mordenti's

gangsaw of 80 blades as mentioned verbally,

Our calculation as follows:

-~ gangsaw 30 blades

RCIO VICENZA: M 913877 - COOICE FISCALE E PARTITA LV A N 00516170240

4+ 11 m2/hr X 24 hours = 260 m2

- block-cutter -
+ 12 m2/hr X 24 hours = 290 m2
TOT. 550 m2

sald production date is considering white Carrara marble.

We take this opportunity to also mention that we will be
commerializing within short marble and granite gungsaws of

a very well known Carrara company calle’ Giorgini & Maggi.

Kindly let us know i{ you would be interested in having a

aunte. '

re: Recycling plant for our quotation inclusive of gangsaw/30 blages
standard system = 1300 lts/1' = approx. 78:M3/hour

- water recycling sytem = Lit." 67.000.000= (indicative)

- Mud filter press = Lit. ~ 73.600.000= (indicative)

ED MPIANT] LAVORAZION £ MARMO) € GRANITO - MACHINES AND PAOCESSING LINEY FOR WORKND MARBLE AND GRANITE

TOT LIT.  140.600,000= INDICATIVE

CCUA VICENZA N. 131739 - N. 7478 SOC. TRIB. VICENZA - MECCANOGRARICO CAMERA COMME

o
MACCHINE

BREBORY spa SCHO (VI) ITALY - VIA PIO X, 1+ P.O. BOX 12V - = (0445) 23231 (4 UINES) « TELEX 480473 GREQ - | - TELEFAX (0445) 5 08 ¢ }
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CAPITALE SOCIALE LIT. 1.500.000.000 INT. VERS.

As you will be able to note the requested water cons mption on our
quotation is approx. 46 M3/hour, whereas we have quoted indicatively
a system for approx. 78 M3/hour, in order allow the possibility of
future expansion of a few machines. 4

We also confirm that the Carrara exhibition will start from 3lst
May to 4th June 1989, '

At your complete disposal for any further informasiton that you may require,
Our ver% t regards,
y / ms, Lorraine De Marchi

COMA VICENZA N, 131739 - N. 7478 SOC. TRIB. VICENZA - MECCANOGRAFICO CAMERA COMMERCIO VICENZA: M 913677 - CODICE AISCALE € PARTITA LY.A N. 00318170240

MACCISNE ED BMPANTI LAVORATIONE MARMO E GRANTO - MACHINES AND PROCESSING LINES FOR WORNING MARBLE AND GRANITE

BREBDFY sra SCHO (Vi) TALY - VIA PIO X, 1 - P.O. BOX 120 - % (0445) 23231 (4 LINES) - TELEX 480473 GREG - | - TELEFAX (0445) §3Us17
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OFFER Nr. 003224 date 10.03.27% Pas. 1

FROFORMA

Messrs.
MR. M. S. MADARI
3929 MARJEAN PLLC.
VICTORIA EB.C.
V2F 324 CANADA
CAN

T - Offer valid till  15.05.8%

Dear Zirs, a sincere thanks ¢far havins
contacted our company, thus allowing us
to present to vou cur know-how and the
best of our rproduction.

The success of an investment can aonly be
reached by the accurate choice of
technoluey, that has to suarantee: high
productivity, maximum rrecision, hiah
erade of reliability and an adeauate
cost of the final product.

- This is what our comprany can offer,
thanks to its lone expPerience in the
sector and its efficient service

eraanization in all areas.

More than 100 vears dedicated to the
evolution of technolegsy and the constant
"leader"” presence on a world-wide basis,
are the obvious results of the serious-—
ness and quality of the trade-mark
GREGOR]T.

BREBDRI sea SCHIO (VI TALY - VA PIO X, 1- P.O. BOX 129 - © TELEPHONE N. (0445) 23231 (4 LINES| - TELEX 480473 GREG | - TELEFAX (0445) 510817
MACCHINE ED IMPIANTI LAVORAZIONE MARMO E GRANITO - MACHINES AND PROCESSING LINES FOR WORKING MARBLE AND GRANITE
CCWA VICENZA N. 131739 - N. 7478 SOC. TRIB. VICENZA - MECCANOGRAFICO CAMERA COMMERGIO VICENZA: M 913677 - CODICE FISCALE E PARTITA IVA N 00516170248
CAPITALE SOCIALE LIT. 1.500.000.000 INT. VERS.
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BREBDRI spa SCHIO (Vi) ITALY - VIA PIO X, 1- PO. BOX 129 - © TELEPHONE N. (0445) 23231 (4 UNES) - TELEX 480473 GREG | - TELEFAX (0445) 510817

MACCHINE ED IMPIANTI LAVORAZIONE MARMO € GRANITO - MACHINES AND PROCESSING LINES FOR WORKING MARBLE AND GRANITE
CCIAA VICENZA N. 131738 - N, 7478 SOC. TRIB. VICENZA - MFCCANOGRATK.O CAMERA LOMMENCIO VICENZA® M 913677 - CODICL FISCALE L PARIIIA LVA. N. 00516170248

o g -#-—-r-—-_-@’ =l

. MADART
OFFER Nr, 00384 date 10,032,879

. LAY OUT Mad., M S350 PGL/Y !
4 FPLANT FOR PROCESSING !
- SMALL ANLD LARGE MARELE SLAES !
! DAILY PRODUCTION SISO Mz : :

This Plant is suitable for mass—-eproduct-
ien of standard tiles that are squared,
polished, chamfered and then packed in
boxes.

From this line wvou can alsae obtain raw
tiles that can be Polished wueon lavins,
sters, thresh-holds, window-sills, small
and large claddings and seneral work for
the buildine and architectural trade.

The plant flexikilitv, allows the rarid
passase from one tvee of worked eroduct
to anocther.

The placement of the machines in ~ the
processing line has to be considered as
an indication and can be changed in
order to suit vour specific resuirem=nts

CAPITALE SOCIALE LIT. 1.500.000.000 INT. VERS,




[ BREBDRI sra SCHIO (V) TALY - VIA PIO X, 1 - PO, BOX 120 - © TELEPHONE N. (0445} 23231 (4 LINES) - TELEX 480473 GREG | - TELEFAX (044

MACCHINE ED IMPIANTI LAVORAZIONE MARMO E GRANITO - MACHINES AND PROCESSING LINES FOR WORKING MARBLE AND GRANITE
CCIAA VICENZA N. 131734 - N. 7478 SOC TRIB. VICENZA - MECCANOGRAF ;0 CAMERA COMMERCIO VICENZA M 913677 - CODICE FISCALE E PARTITA LVA. N. 00516170248

MR.

M.

S. MADARI
OFFER Nr. 00234 date 10,03,89

STANDARD PARAMETERS OF THE PROJECT

Not beina able in the preliminary rehase
to evaluate all the wvariations of the
product, it is therefore necessary to
give a certain dimension to the plant.

MATERIAL WOREED: MARELE

TYPE CQF MATERIAL: White Carrara

DIMENZION OF THE 2 ME&, APFROX.
CONSIDERED EBLOCH

CONDITION OF THE
ELOCK

Sound - squared

TYPE OF PRODUCT
OBTAINED

Tiles = steps -
thresh-haolds -
window-sills -
small and largse
claddings - sener—-
al work for the
tuildine and ar-
chitectural trade.

DIMENSIONS OF THE Min, 20:x15x1 cm.
FINISHED PRODUCT Max. ZOOX120- Va-
rious thicknesses.

Squared-polished-
chamferesd and not.
Calibrated.

FINISHED PRODUCT
CONDITION

DAILY PRODUCTICN 830 Mz, AFPROX.

WORKING HOURZ 24 - man@saw
24 - blauck cutters

14 - ather m/cs

CAPITALE SDCIALE LIT 1500 000 000 INT VERb
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NOTES ON THE FINAL FRODUCTION

The daily praducticon indicated is
intended as fimal product.

Said production has heen calculated b
using the following suidelines:

For Plants pProcezssine GRANITE:
Final preduct = Initial eproduction - 10%

Fer plants processins MAREBLE:
Final product = Initial production - Z0%

All the parameters exprressed are accord-
ing to the conditions in the chart.

Any variation to the data will modify
the final result.

Therefore, when faced with different
facts, it will be necessary to Proceed
with a personalized calculatian.

ATTENTION!

Kindlv provide to send a sample of wour
material, size 25 x% 23 % 3 cm.» in order
that we mav fix the workine desree of
the same.

EREBEORI—

M. 5. MADARI
OFFER Nr. 00Z34 date 10.03,£89 Pag.

No. OF OEPRATORS ist shift &

2nd shift &

rd shift 2
TOTAL INSTALLED 390 KW, AFPROX. _
FOWER i
WATER CONSUMFPTION 44 M3/H. AFFROX. :
(NOT RECYCLED) ]
WATER CONSUMFTIGN 0,5 M3/H. AFPFROX.
(WITH RECYCLING
SYSTEM)

EREE-DRI SPA SCHIO (Vi) ITALY - VIA PIO X, 1- P.O. BOX 120 - © TELEPHONE N. (0445) 23231 (4 LINES) - TELEX 480473 GREG | - TELEFAX (0445) 510817

MACCHINE ED IMPIANTI LAVORAZIONE MARMO E GRANITO - MACHINES AND PROCESSING L INCS FOR WORKING MARBLE AND GRANITE
CCIAA VICENZA N. 131730 - N. 7478 SOC. TRIB. VICENZA - MECCANOGRAFICO CAMERA COMMELNCIO VICENZA M 911677 - CODICE FISCALE E PARTITA LVA. N. 00516170248

CAPITALE SOCIALE LIT. 1.500.000.000 INT. VERS.
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MR. U.S. MADARI
Offer Nr. 003B4. daLe 10/3/09 Pag. 5

UNMARY OF LINE:

N° 1 Gangsaw (occluded from quotation)
1 Transfer truck (excluded from quotation)
ii° 1 Bridge sawing machine IMPALA
H° 2 Bridge polishing machine 1a14-1Mm/000
ir 1 block-cutter BUFALO m/1600
N° 1 Pre-squaring laacliine MIHISUPER
N° 1 Calibrating.nough grinding, polishing macliino POLARIS 620/2D+SA
ir 1 Squaring machine iitNISAW ZETAAD
H° 1 Ciiairu'ering/Finishing machine ORIQII
- Handeling equipment (free roller conveyor bands)
- Spare parts included
- Erection and training cliarge included

- Mochanical and electrical connections of the line included

OPTIONAL:

N* 1 Polishing inacliino for edges and corners
N" 2 Free roller conveyor bands

H° 1 Aircoiaprocsor

SALF.S COMDITIQiIiS:

Goods delivered: FOBITALIAN PORT
Packing: BTCLUDKD SUITABLE FOR CUHTABJER
Sliipaent: BY CONTAINER AT YR CHARGE

Destination: CANADA
Erection on site: INCLUDED (EXCLUDED FOOD,LODGING, TO/FRO AIRTICKLT, TRAVKLLIIiu

HOURS VIUICH ARE AT CUSTOMER'S COMPLICE CHARGE)

PAYMENT: BY IRREVOCABLE AfiD COIIFDSIED L. /CPAYABLE AGAINST SillPPliRi DOCUHENTS
Validity of offer: 15/05/39

Delivery time: 100/120 WORIOUG DAYS FROM RECEIPT OF L/C
Current data: STANDARD 380/50 HZ AMDIOR 4A0/60 HZ. FOR OTHER VOLTAGE/FREMUEICIES

YOU REQUIRE AUTOTRANSFORELERS.

GRE(/0RI S.P.A.

rt Division/.
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