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= STATEMENT OF MATERIAL FACTS

VANCOUVER CURB EXCHANGE

Name of Exchange

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

Name of Issuer

3510 - Kingsway, Vancouver, British Columbia
Address of Head Office of Issuer

: 1650 - 777 Hornby Street,Vancouver, British Columbia
Address of Registered Office of Issuer

3510 - Kingsway, Vancouver, British Columbia
Address of Records Office (Section 38 — Companies Act)

CROWN TRUST COMPANY, 455 Howe Street, Vancouver, B. C.

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

s i
Neither the Superintendent of Brokers nor the Vancouver Stock Exchange/Vancouver Curb Exchange has in any

way passed upon the merits of the securities offered hereunder and any representatich to the contrary is an
offence.




i e DETAILS OF THE CIRCUMSTANCES RELATING TO THE
OFFERING OF SECURITIES

By an Agreement dated the 18th day of May, 1977, Consolidated
Cinola Mines Ltd. (N.P.L.) ("the Issuer"), appointed Continental Carlisle
Douglas Ltd. of 600, 789 West Pender Street, Vancouver, British Columbia,
("the Agent") to use its best endeavours in selling to the public 300,000
shares of the Issuer, at not less than 35¢ per share.

Since the Agency Agreement provides that the shares will be
sold at a price to the Issuer of 35¢ per share or at such greater price as
may be effected, the Issuer cannot provide an estimate of the net proceeds
to be derived from the Offering. However, if all the shares offered hereuna.c
are sold at a price of 35¢ per share, the Company will receive $105,000.00
less commissions. Other than as hereinbefore disclosed, there are no
underwriting discounts or commissions.

The shares will be offered to the public through the facilities
of the Vancouver Curb Exchange at the market price prevailing from time to
time for a period of thirty business days from the effective date. The
effective date shall be that date on which this Statement of Material Facts
is accepted for filing by the Vancouver Curb Exchange. The Agent shall
receive an aggregate fee of $500.00 on the effective date and 6% of gross
sales at the time the shares are sold. In the event that all shares are
sold, the Agent will receive an additional 1 1/2% of gross sales less the fee
of $500.00 at the completion of the Offering.

Directors and Insiders of the Issuer may purchase shares frou
this Offering.

The Agent, subject to the by-laws of the said Exchange, may
buy and sell shares for the purpose of maintaining an orderly market during
the period that the shares to be sold hereunder are being distributed to the
public and may be considered the market maker during that period. The Agent
does not beneficially own any shares of the Issuer.

The number and percentage of the issued and outstanding
securities of each class of the Issuer beneficia'ly owned, directly or in-
directly, by promoters, directors, senior officers, and persons holding
10% or more of the issued shares, as a group, are as follows:

Number of Shares Percentage

473,000 23.2%



The beneficial shareholders of the Agent holding directly or

indirectly more than 5% of the issued shares are:

Continental Carlisle Douglas Ltd.

Name and Address Number of Shares

Angus I. MacPhail
600 - 789 West Pender St.,
Vancouver, B. C. 256

G. Robert Fay,
600, 789 West Pender St.,
Vancouver, B. C. 256

Douglas A. Scammell
600 - 789 West Pender St.,
Vancouver, B. C. 122

John N. Carlisle
600 - 789 West Pender St.,
Vancouver, B. C. 61

‘pavid J. Douglas
600, 789 West Pender St.,
Vancouver, B. C. 61

Thomas L. Taylor
600, 789 West Pender St.,
Vancouver, B. C. 6l

Dean Duggan
600 - 789 West Pender St.,
Vancouver, B. C. 61

J. Arthur Charpentier
600, 789 West Pender St.,
Vancouver, B. C. 61

Richard J. Broad
600, 789 West Pender St.,
Vancouver, B. C. 61

Percentage

25.50%

25.50%

12.25%

6.125%

6.125%

6.125%

6.125%

B .l 25%

6.125%




The range of the market price of the shares of the Issuer and the
volume of shares for each of the four weeks immediately preceding the
date of the certificates to this Statement of Material Facts on the
Vancouver Curb Exchange (the only Exchange on which shares of the
Company are traded) is as follows:

Week Market Range Volume
High Low Close
April 18 - April 22nd 19% 18 19 41,700
April 25 - April 29th 17% 16 17 3,200
May 2 - May 6th 26 16% 26 535,800
May 9 - May 13th 37 27 36 99,500
2 PARTICULARS CONTRIBUTING TO THE SPECULATIVE NATURE

OF THE SECURITIES BEING OFFERED.

The property of the Issuer on which part of the proceeds from the
sale of the securities offered by this Statement of Material Facts are to
be spent, are without a known body of commercial ore and the proposed
programme is an exploratory search for ore.

The shares of the Issuer must be considered speculative securities
as the Issuer's mining properties are in the exploration and development
stage.

No surveys have been made of the Mineral Claims acquired in the
Queen Charlotte Islands ("the Queen Charlotte Properties") to which
reference is made later in this Statement of Material Facts and, therefore,
in accordance with the Mining Laws of the jurisdiction in which such Claims
are situate, their existence and area could be in doubt.

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

The Issuer sent Donald W. Tulley, P.Eng. to examine the Company's
Queen Charlotte Island properties earlier t'is month and he has submitted
an Engineering Report dated May 16th, 1977, which recommends an exploration
budget of $87,000.00, a copy of which Report appears in this Statement of
-Material Facts. ’



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

Although it is not possible to determine the actual proceeds
of the Offering of the shares pursuant to this Statement of Material
Facts, in the event that all of the 300,000 shares are sold at a minimum
price of 35¢ per share, the proceeds would be $105,000.00less commission
of $7,875.for a net of $97,125.00, The principal purpose for which
the estimated net proceeds of the sale of the securities offered by this
Statement of Material Facts are to be spent in order of priority as
follows:

(a) Engineering Report Budget - $87,000.00
(b) General Corporate purposes - $10,125.00
$97,125.00

5. THE FULL NAME, HOME ADDRESS AND CHIEF OCCUPATION, THE NUMBER OF

SHARES OF THE ISSUER BENEFICIALLY OWNED, DIRECTLY AND INDIRECTLY,
BY EACH SENIOR OFFICER OR DIRECTOR OF THE ISSUER AND IF
EMPLOYED DURING THE PAST FIVE YEARS THE NAME OF EACH EMPLOYER

Name and Address Chief Occupation Number of Shares of Issuer
Beneficially Owned

Kenneth George Sanders Geologist, 25,000
1940 Limerick Place, Self employed
North Vancouver, B.C.

President & Director

3510 Kingsway, Past President
Vancouver, B. C.
Secretary & Director

. Ivon Shearing President and 130,125
1160 West 10th, Administrator -
Vancouver, B. C. Kabalarian Philosophy

Director




Name and Address Chief Occupation Number of Shares of
Issuer Beneficially owner

Ross Bailey,

; 82,626

908 - W7th Ave., Businessman ’
Vancouver, B.C.

Director
Robert Steiner Self employed, Nil
371 - 56th Street, Consulting
Delta, B. C. Geologist

Director

6. PARTICULARS OF THE CORPORATE STANDING OF THE ISSUER:

The Company was incorporated on February 7th, 1962, under
Certificate #52,623, as Cinola Mines Ltd. (N.P.L.) and consolidated its
capital one for two on the 10th of January, 1973, at which time its name
was changed to Consolidated Cinola Mines Ltd. (N.P.L.).

The last Annual Report of the Company was filed with the Registrar
of Companies on February 11, 1977, and all filings required to be made
under the Securities Act and Companies Act of the Province of
British Columbia are up-to-date.

The Company's last prepared audited financial statements are as of
the year ended December 31lst, 1976, and on the 7th day of March, 1977, the
Company's audited financial statements were mailed to all shareholders and
the 1977 Annual General Meeting was held on the 29th of March, 1977.

The Issuer is primarily engaged in the business of exploring and
developing natural resource properties.

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

The authorized capital of the Issuer consists of 5,000,000 shares
without par value, of which there are issued on the date hereof
2,035,225 shares as fully paid.



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

During the past thirty days, 400,000 Treasury shares h :
at a price of 16%¢ per share : ’ ave been issued

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

No bonds, debentures, notes, mortgages, charges, liens or
hypothecations have been made or issued by the Issuer.

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

Rossland Property

The Company owns outright the Midnight Crown Granted Mineral Claim,
Lot 1186, one mile west of the City of Rossland. This property was under
development by Sand Mines Ltd. over two years and is currently shut down.
The Claim was being developed by Sand Mines Ltd. pursuant to an Agreement
in writing dated November 6th, 1974, providing for the payment by Sand
Mines Ltd. to the Issuer of 20% net smelter returns. It is anticipated
by the Issuer that this Agreement will be surrendered to the Issuer for
cancellation, and it is intended to leave the Midnight Claim dormant for
the present time and with no expenditure being made in connection with
the said Claim other than for current taxes without prior approval being
sought from the Vancouver Curb Exchange. :

Queen Charlotte Properties

By Agreement dated April 7th, 1977, Kenneth G. Sanders, Professional
Engineer, of 1940 Limerick Place, North Vancouver, B. C., obtained from
Efrem Specogna of 161 Centenary Drive, Nanaimo, B. C. option to acquire
the following Mineral Claims:

BABE 1 - 8 #34966/973
BARE" LG8 = 49 $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 Fr. $#36739/745

all of which mineral claims are situate in the Skeena Mining Division
in the Province of British Columbia.

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

The full price for the Queen Charlotte Properties is $1,000,000.00
with a down payment of $7,500.00 and $7,500.00 guarterly until January 15,
1979, then $10,000.00 guarterly until January 15, 1980, then $25,000.00
quarterly until January 15, 1981, then $50,000.00 quarterly until the
balance of the $1,000,000.00 be paid (Mr. Sanders has made the $15,000.0L
first two payments). There is further provision for the purchase price
being reduced to the sum of $350,000.00 if paid fully by April 7th, 1978,
or $450,000.00 by April 7th, 1979.

Efrem Specogna staked this property seven years ago and there has
been approximately $500,000.00 spent on exploration of the property to
date.

Mr. Sanders has agreed to assign this Option Agreement to the Issuer
for $15,000.00 cash and 300,000 shares in the capital stock of the Issuer.

The 300,000 shares would be allotted as follows:

a) 75,000 on the effective date

b) 75,000 90 days after the effective date
c) 75,000 180 days after the effective date
d) 75,000 270 days after the effective date

The 300,000 shares being allotted on the effective date will not
be sold until the approval of the Vancouver Curb Exchange and Superintendent
of Brokers is obtained and the shares are qualified for sale.

All allotments and issue of shares in the aforesaid schedile will
require the prior approval of the Vancouver Curb Exchange.



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

The present Board of Directors are the only persons that may be
considered the promoters of the Company. Nothing of value has been
received as a promoter.

33 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.

Certificates representing 276,874 shares are held in escrow and
221,334 shares are held in pool by Crown Trust Company of 455 -
Burrard Street, Vancouver, B.C., all subject to the release with the
written consent of the Superintendent of Brokers and the Vancouver Curb
Exchange. These shares cannot be traded or dealt with in any manner
without the consent of the Vancouver Curb Exchange.

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

Name and Address Number of Shares

Sand Mines Ltd.

2200 Royal Trust Tower,

Edmonton Centre, 210,249
Edmonton, Alberta ,

Vancouver Stock Exchange 726,850
Service Corporation

536 Howe Street,

Vancouver, British Columbia




14. (continued) ...

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

Name and Address Number of Shares

Kabalarian Philosophy b 5 3,200
908 West 7th Avenue, -
Vancouver, B. C.

Rock B. Rycroft, 5,100
Box 377,
Rossland, B. C.

This information is provided as of May 16, 1977.

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

Federated Mining Corporation Ltd. (N.P.L.) ("Federated") has
commenced an action against the Company, which is disputed on the basis
that Federated has defaulted under an earlier participation agreement
in connection with the Rossland property. There has been no step
taken by the Plaintiff in this connection for more than four years.

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

There has been no remuneration, directly or indirectly, paid or
payable by the Issuer or any subsidiary to any Insider.



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

There is no option to purchase securities of the Issuer out-
standing.

"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. \

\.

By Agreement in writing dated November 6th, 1974, as amended by
Agreement dated December 13th, 1974, with Sand Mines Ltd., the Company
gave to Sand Mines Ltd. the right to operate the Company's mine at
Rossland under terms inter alia that the Company pay a 20% net smelter
return on all ore produced. Sand Mines Ltd. has for several months
ceased to operate under the said Agreement and it is anticipated that this
Agreement will be surrendered to the Company for cancellation.

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

None.
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INTRODUCTION

C|M“J\Thi5 report was prepared at the request of CONSOL-
IDATEDPMINES LTD. [NPL]. It is based upon a personal exam-
ination of the property in the field on May 10, 11 and 12,
1977 accompanied by Mr. R. Thomas and a study of the avail-

able engineering data.

The SPECOGLNA GOLD PROSPECT is located in the Skeena
Mining Division about 12 miles due scuth of Port Clements,
Graham Island, Queen Chzrlotte Islands, British Columbia.
The road distance is Z6 miles on MacMillan-Bloedel haulage

routes [Figure 1].

SUMMARY AND CONCLUSIONS

The SPECOGNA GOLD PROSPECT consists of 41 full

claims and 7 fractions.

To date six major companies have completed some
4,366 feet of diamond drilling and 1,977 feet of percussion
test hole drilling as well as surface trenching, geclogical
mapping, geochemical spil sampling and limited metallurgi-

cal research.

A study of the available data indicates that gold
mineralization occurs in a brecciated and silicified zone
of rhyolitic volcanics and sediments trending northwest-
sputheastward over an oval-shaped area some 2,800 feet in
length and 1,000 feet in wiath, The depth is probably

somewhat irreqular. The dip is flat [between 4 - 15

DON TULLY ENGINEERING LTD.
SUITE 102 - 2222 BELLEVUE AVENUE
WEST VANCOUVER. BRITISH COLUMBIA
VIV 1C7




degrees] to the northeast.

There is evidence the area of gola mineralization
may be open to the north and west and alsoc to the east and

south.

It is cancluded that the SPECOGNA GOLD PROSPECT

warrants further exploration because:

1] Gold mineralization is widespread. There is evidence
that zones of better than the average grade so far en-

countered may be present.

2] Drilling to date has been wicely spaced and exploratory
only. '

3] Grade, tonnage and recoverable gold values are not
known from the drilling and limited metallurgical re-
search done so far. The evidence suggests care in
assaying procedure is important. Since the recovery
is the important feature of any ore especially low
grade ores the loss in the tailings is pertinent to

the ultimate success of this operation.

Any concentration of better than average gold
values, should such exist in substantial tonnages, would

make this prospect attractive as an open pit proposition.

A two-phase program of testing is proposed. Ini=-
tially a program of 4,000 feet of BQ diamond drilling is
recommended costing an estimated $86,277.00. During the
first phase metallurgical testing of cores is suggested

and should be supplemented with interim engineering

DoN TuLLY ENGINEERING LTD.
SUITE 102 - 2222 BELLEVUE AVENUE
WEST VANCOUVER. BRITISH COLUMBIA
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evaluation progress reports on the obtained results. Any
follow-up phase would therefore be dependent upon results

of the initial program.

PROPERTY - EUCATIUNL_ACCESS; TOPOGRAPHY

The property consists of 41 full and 7 fractional
claims named the BABE and RIC mineral claims. These claims
are situated about 26 road miles south of Port Clements,
Graham Island, the Skeena Mining Diqision, British Columbia.
The property lies in a MacMillan Bloedel forest management

area and is subject to company forestry regulations.

Access is convenient via a good gravel road along
the MacMillan Bloedel haulage routes from Juskatla to Branch
Road No. 42.

The valley of the YAKOUN River lies a few kilo-
metres south of the property and accumulates drainage from
this area. At the time of the examination the area was
relatively dry. Creeks were reduced to a trickle of water.
Planning may be necessary for an adequate water supply to

support a drill program.

‘The ground is marked by generally low topographic
relief varying between 600 and 1,200 feet above sea-level.
The southern part of the claim has been timbered. Heavy
timber stands occupy that portion of the claim area north-

ward from the BABE 5 and 7 mineral claims.

Overburden depth over the area of drilling from

previous operations averaged 10 feet. The exceptions are

DoON TuLLY ENGINEERING LTD.
SUITE 102 . 2222 BELLEVUE AVENUE
WEST VANCOUVER, BRITISH COLUMBIA
V7V 1C7
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Quintana percussion drill holes 14, 15 and 16 which did not
reach bedrock at over 100 feet in depth.

CLAIMS

Information pertaining to the BABE and RIC mineral
claims from the Mining Recorder at Prince Rupert on May 16,

1977 is as follaws [Figure 2];

Claim Name Record Nao,. Recording Date Expiry Date Recorded Holder

BABE 1 - 8 incl, 34966-T3 March 35, 1970
BABE 9 =17 incl. 35222-30 March 26, 1970

All claims £, Specogna

are in good "

BABE 18 =23 incl. 36578-83 Aprdl 3 1I9WL standing at "

BABE 24 -29 incl. 36601-06 April 28, 1971 least to 1978 " .

BABE 30 -32 incl. 36746-48 June 14, 1971 for both work " f
1

RIC 1 - 9 incl. 36589-36600 April 28, 1571 and rental "

RIC 20-26 frac-
tions incl, 36739-45 June 14, 1971

There are 41 full claims and seven fractional

claims for a total of 48 mineral claims in the group.

The BABE and RIC mineral claims are shown on
British Columbia Ministry of Mines and Petroleum Resources
Claim Map [M] 103F/9E in the Skeena Mining Division, Gra- i
ham Island, Queen Charlotte Islands. ;
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