This offer of securitiesismadein Ontario, and British Columbiaand el sewhere outsi de Canadabut is not being madein any other Canadian
jurisdiction or in the United States of Americaor any territory or possession thereof. This offer isnot, and under no circumstancesisto
be construed as, an offering of any securitiesfor salein any Canadian jurisdiction other than Ontario, and British Columbia, or inthe United
States of America or any territory or possession thereof, nor is this an offering of securities for sale to any resident of a Canadian
jurisdiction other than Ontario, and British Columbia, or to aresident of the United States of Americaor any territory or possession thereof,
nor asolicitation therein of an offer to buy any securitiesof T & H Resources Ltd.

RIGHTS OFFERING CIRCULAR

T & H RESOURCESLTD.
(the™ Corporation™)

RIGHTSOFFER TO SUBSCRIBE FOR UNITS
(each Unit conssting of one Common Shar e of the
Corporation and one-half Warrant)

Record Date: November 27, 2000

Expiry Time: 4:00 p.m. Toronto time December 21, 2000

Subscription Price: $0.11 per Unit

Subscription Basis: Tenrights entitle the holder to subscribe for one Unit a a
price of $0.11

Additional Subscription Privilege: Holders who have subscribed for al the Units that can be
subscribed for with their rights havethe privilege of subscribing for
Units not subscribed for at the Expiry Time

Number of Units|ssuable

Pursuant to this Offer: 3,875,430 Units

Net Proceedsto the Corporation @
If Offering isfully subscribed: $426,297

@ Before deducting the expenses of this rights offering estimated at $65,000. The net proceeds do not
include monies which would be received on the exercise of the warrants. Jones, Gable & Company
Limited ("Jones, Gable ") has agreed that, if aminimum of 3,636,364 Units at the subscription price
of $0.11 per Unit is not subscribed for by the Rights holders, after the initial subscription and
additional subscription privilege are exercised, Jones, Gable shal purchase, at the said subscription
price, such number of unsold Unitsasisnecessary to provide the Corporation aminimum of $400,000
before deducting the expenses of this rights offering. See " Standby Agreement”.

The purpose of this offering isto provide the Corporation with funds to help finance itslega action; pay its

exigting liabilities and for working capital. See "Use of Proceeds'; “Legd Proceedings’ and “South Fort
Stockton Prospect”.

If al of the Units are purchased and al of the share purchase warrants are exercised a total of 5,813,145
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common shares will beissued pursuant to this rights offering, which represents lessthan 25% of the present
issued capital of the Corporation.

To the Holders of Common Shar es of
T & H ResourcesLtd.

T & H Resources Ltd. (the "Corporation") is issuing to the holders of its outstanding common shares
("Common Shares') of record at the close of business on November 27, 2000 (the "Record Date")
transferable rights ("Rights") to subscribe for Units of the Corporation. Each holder of Common Shareson
the Record Date will receive one Right for each Common Share soheld; however, no Rightswill be issued
nor certificatesfor Rights be ddlivered by the Corporation to shareholderswho are residents of any Canadian
jurisdiction other than Ontario or British Columbia, nor will Rights be issued or certificates for Rights be
ddliveredto residents of the United States of America, itsterritoriesand possessions. See "Non-Participating
Shareholders’. The Rights issued to each holder of Common Shares are evidenced by a Rights certificate
("Rights Certificate") sent to each holder. Ten Rights entitle the holder to subscribe for one Unit at a price
of $0.11 per Unit. Each Unit is comprised of one Common Share and one-half warrant ("Warrant"). One
whole Warrant entitles the holder to purchase one Common Share on or before January 16, 2002 at a price
of $0.20. Fractional Units will not be issued, but origina Rights holders will have a step-up privilege as
described under " Step-Up Privilege®. Holders of Rights who exercise their Rights in full are entitled to
subscribe for additional Units ("Additional Units") pursuant to the additional subscription privilege described
herein. See "Additiona Subscription Privilege'.

The Common Shares of the Corporation are listed and posted for trading on The Toronto Stock Exchange.

THERIGHTSWILL BE POSTED FOR TRADING ON THE TORONTO STOCK EXCHANGE
("TSE") UNTIL 12:00 O'CLOCK NOON (TORONTO TIME) December 21, 2000. THE
RIGHTSWILL EXPIRE AT 4:00 P.M. (TORONTO TIME) December 21, 2000, (the "Expiry
Time"). All Rights not exercised by the Expiry Timewill bevoid and of no value. The TSE has conditiondly
approved the listing of the Warrants, when issued, subject to the Corporation fulfilling al of the requirements
of the TSE, including distribution of the Warrants to a minimum number of public holders. To subscribe for
Units, acompleted Rights Certificate and payment in full of the subscription price must be ddlivered to Equity
Transfer Services Inc., 120 Adelaide Street West, Suite 420, Toronto, Ontario, M5H 4C3.

The Common Shares and Warrants comprising the Unitswill immediately be separable upon the issue of the
Units.

INVESTMENT IN THE SECURITIES OF THE CORPORATION MAY BE REGARDED AS
SPECULATIVE DUE TO THE NATURE OF THE CORPORATION'S BUSINESS AND ITS
PRESENT STATEOFDEVELOPMENT. SEE"RISK FACTORS"; “LEGAL PROCEEDINGS’;
AND “SOUTH FORT STOCKTON PROSPECT”.

A transferable certificate evidencing the total number of Rightsto which ashareholder isentitled isbeing sent
with thiscircular.

November 9, 2000
Toronto, Ontario



DETAILSOF RIGHTS OFFERING

Rights and Rights Certificates

The Rights are evidenced by Rights Certificates registered in the names of the holders of Common Shares
of record on the Record Date. Each Common Share outstanding on the Record Date entitlestheregistered
holder thereof to one Right. A trandferable Rights Certificate for the total number of Rights to which a
holder of Common Shares is entitled, evidencing the right to subscribe for Units of the Corporation upon
the terms of thisrights offering, is enclosed herewith.

The person to whom aRights Certificate isissued or hisassgnsis entitled to subscribe for one Unit for ten
Rights evidenced by the Rights Certificate (and by other like certificates, if any, received or acquired by
such person) at $0.11 per Unit (the " Subscription Price), al on the terms and conditions herein st forth.
Each Unit is comprised of one Common Share of the Corporation and one-haf Warrant. Each whole
Warrant will entitle the holder thereof to purchase one Common Share of the Corporation at a price of
$0.20 per share until January 16, 2002. (See "Share Purchase Warrants'). A Right does not entitle the
holder to any rights whatsoever as a shareholder of the Corporation.

Subscriptions for whole Units only will be accepted and no fractional Units will be issued but, origind
Rightsholderswill have astep-up privilege asdescribed under " Step-up Privilege'. Rights Certificatesmay
be combined or divided, if desired. Holdersof Rights Certificateswho exercisetheir Rightsinfull aredso
entitled to subscribe for additiond Units ("Additiona Units") as described under "Additiona Subscription
Privilege'. SUBSCRIPTIONS WILL NOT BE ACCEPTED FROM CANADIAN
SHAREHOLDERS WHO ARE RESIDENT OTHER THAN IN THE PROVINCES OF
ONTARIO OR BRITISH COLUMBIA NOR FROM SHAREHOLDERS WHO ARE
RESIDENT IN OR CITIZENSOF THE UNITED STATESOF AMERICA OR ANY OF ITS
TERRITORIES OR POSSESSIONS "NON-PARTICIPATING SHAREHOLDERS"). See
Section "Non-Participating Shareholders'.

For those holders who exercise their Rights, certificates representing the Common Shares comprising the
Units will be registered in the name of the person to whom the Rights Certificate was issued or his
transfereg, if any, indicated on the Rights Certificate and will be sent dong with the Warrantsin bearer form
as soon as reasonably possible after the Expiry Time to such person or transferee at the address specified
on the Rights Certificate. The Common Shares and Warrants comprising the Units will immediately be
separable. Common Share and Warrant certificates will not be issued or sent to Non-Participating
Shareholders or other persons (i) with addresses in the United States of Americaor any of itsterritories
or possessions or (i) with addressesin Canada other than in Ontario or British Columbia

Subscription Price
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Ten Rights and $0.11 are required to subscribe for each Unit.
Expiry Time

THE RIGHTSWILL EXPIRE AT 4:00 P.M. TORONTO TIME ON DECEMBER 21, 2000
(THE "EXPIRY TIME") AND RIGHTS EVIDENCED BY RIGHTS CERTIFICATES NOT
EXERCISED PRIOR TO THE EXPIRY TIME WILL BE VOID AND OF NO VALUE.

Step-up Privilege

Each holder of Common Shares of record on the Record Datewill recelve aRights Certificate evidencing
the Rightsissued to him. Fractiona Units will not be issued upon the exercise of Rights. In the event the
total number of Rightsto which the origina Rights holder is entitled is not evenly divisble by ten (leaving
a remainder of not less than one Right nor more than nine Rights) (the "Remaining Rights"), the origind
Rightsholder will be entitled to use the Remaining Rightsto subscribefor one more Unit at the Subscription
Price. This step-up privilege will be void and of no effect if the Rights Certificate is or if any of the Rights
evidenced by the Rights Certificate are sold, transferred, divided or assgned by the origind Rights holder.
However, abank, trust company, clearing house, securities dedler or broker that holds Common Shares
onthe Record Datefor morethan one beneficia owner may, upon providing evidence satisfactory to Equity
Trander Sarvices Inc., exercise the Rights evidenced by its Rights Certificate or exchange its Rights
Certificate on the same basis asif the beneficial owners were shareholders of record on the Record Date.

Additional Subscription Privilege

A Rights Certificate holder who has fully exercised the Rights evidenced thereby by subscribing for the
maximum number of Units for which he is entitled to subscribe may subscribe for Additiond Units, a a
subscriptionpriceof $0.11 per Unit. Such Additiond Unitswill bedlotted from the Units, if any, not issued
upon the initid exercise of Rights. If there should be insufficient Units available to satisfy the subscriptions
for Additiond Units, each Rights holder who has vaidly subscribed for Additiona Units will be dlotted
Additiond Units on the basis described herein under the heading "To Apply for Additiond Units - Form
Z2'

Jones, Gable has agreed that, if aminimum of 3,636,364 Units at the subscription price of $0.11 per Unit
isnot subscribed for by the Rights holders, after theinitial subscription and additiond subscription privilege
are exercised, Jones, Gable shdl purchase, at the said subscription price, such number of unsold Unitsas
is necessary to provide to the Corporation a minimum of $400,000 before deducting the expenses of this
rights offering. The Corporation has agreed that, once the said minimum has been raised and the Rights
holders have exercised their rightsto acquire Unitson theinitia subscription and the additional subscription
privilege, Jones, Gable shall have the option to purchase the whole or a part of the unsold Units, if any,
at the said subscription price. See "Standby Agreement”.



Non-Participating Shareholders

The Rightsare not quaified for sdein any Canadian jurisdiction other than under the securitieslaws of the
Provinces of Ontario and British Columbia, nor are the Rights registered under the securities laws of the
United Statesof America. TheRightsare not being offered by the Corporation for sdeinthe United States
of Americaor any of its territories or possessions, nor for sde in any Canadian jurisdiction other than in
the Provinces of Ontario and British Columbia.  Subscriptions will not be accepted from or on behdf of
Non-Participating Shareholders or any person who appears to be, or who the Corporation or Equity
Transfer Services Inc., (the " Subscription Agent™), has reason to believe, is, a person who is (i) resident
inor acitizen of the United States of Americaor any of itsterritories or possessionsor (ii) aresident in any
Canadian jurisdiction other than Ontario and British Columbia

Rights Certificates will not be delivered by the Corporation to shareholders who are residents of any
Canadian jurisdiction other than Ontario and British Columbia, nor will they be delivered to residents of
the United States of America, its territories and possessions ("Non-Participating Shareholders’). Non-
Participating Shareholders will be sent aletter advising them that their Rightswill beissued to and held by
the Subscription Agent, who will hold such certificates as agent for the benefit of Non-Participating
Shareholders. A shareholder who has been deemed to be a Non-Participating Shareholder, has until the
close of business on December 8, 2000 to establish evidence satisfactory to the Subscription Agent and
the Corporation that the shareholder is not a Non-Participating Shareholder. Such a Non-Participating
Shareholder should contact the Subscription Agent at Suite 420, 120 Adelaide Street West, Toronto,
Ontario M5H 4C3 (Telephone: (416) 361-0152 or Telecopier (416) 361-0470). If such shareholder is
successful, such shareholder will be issued a Rights Certificate, evidencing the Rights to which such
shareholder is entitled and such shareholder will be entitled to participate in the Rights Offering. The
Subscription Agent for the account of the Non-Participating Shareholders, will, on or after December 8,
2000, prior to the Expiry Time, attempt to sll, through the facilities of The Toronto Stock Exchange, the
Rights allocable to each Non-Participating Shareholder and evidenced by certificates in the possession of
the Subscription Agent. The Subscription Agent will make such sdesfrom apool consting of such Rights
owned by each Non-Participating Shareholder on the date or dates and at the price or pricesit determines
initsdiscretion. Any net proceeds received by the Subscription Agent with respect to such Rightswill be
divided on a pro rata bas's among such Non-Participating Shareholders and ddlivered by mailing cheques
of the Subscription Agent therefor as soon as possible to such Non-Participating Shareholders at their
addresses recorded in the books of the Corporation. The Subscription Agent will not be liablefor failure
to el any Rights of a Non-Participating Shareholder a aparticular priceor a dl. THEREISA RISK
THAT THE PROCEEDS RECEIVED FROM THE SALE OF THE RIGHTS WILL NOT
EXCEED THE BROKERAGE COMMISSIONS AND COSTSOF OR INCURRED BY THE
SUBSCRIPTION AGENT IN RESPECT OF THE SALE OF SUCH RIGHTS. IN SUCH
EVENT, NO PROCEEDSWILL BE FORWARDED.

The Rights Certificates and the Units to which the Rights Certificates relate are not registered under the
Securities Act of 1933, as amended, of the United States of America. The offer of Units granted by the
Rights Certificates is not made in the United States of America or any territory or possession thereof and
is not, and under no circumstances is to be construed as, an offering of any Units for sde in the United
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States of Americaor any territory or possession thereof or an offering to any resident of the United States
of Americaor any territory or possession thereof or a solicitation therein of an offer to buy any Units or
other securities of the Corporation from any person, or his agent, who appears to be, or who the
Corporation has reason to believeis, aresdent or citizen of the United States of Americaor itsterritories
Or POSSESS oNs.

Residents of Other Countries

Subject to the securitieslegidation of their jurisdiction, shareholderswho areresident in countriesother than
Canada and the United States of America, its territories and possessions, may exercise their Rights to
subscribe for Unitsin accordance with the terms herein or, at their option, sl their Rights.

Posting of Rightsfor Trading

The Common Shares are listed for trading on The Toronto Stock Exchange ("TSE"). The TSE haslisted
the Rights and additional Common Shares issuable on the exercise of the Rights and the Warrants. The
Rightswill be posted for trading until 12:00 o'clock noon (Toronto Time) on December 21, 2000. The
T SE hasconditionaly approved thelisting of the Warrants, when issued, subject to the Corporation fulfilling
al of the requirements of the TSE, including digtribution of the Warrants to a minimum number of public
holders. Rights may be bought or sold through any registered investment dealer or broker in Ontario or
BritishColumbia. Payment of any service charge, commission or other fee payable in connection with the
exercise or trade of Rights (other than the fee for the services to be performed by the Subscription Agent
referred to under " Subscription Agent and Subscription Office” and other than those feesto be paid by the
Corporation as described under "Standby Agreement™) shdl be the responsibility of the Rights Certificate
holder.

Subscription Agent and Subscription Office

The Subscription Agent, Equity Transfer Services Inc., Suite 420, 120 Addade Street West, Toronto,
Ontario, M5H 4C3 (the "Subscription Office") has been appointed by the Corporation to receive
subscriptions, gpplicationsfor Additiond Unitsand payment from subscribers, and to perform the services
relating to the exercise of Rights including the issuing of certificates for Common Shares and Warrants
comprising the Units subscribed for and for Common Shares which are issuable upon exercise of the
Warrants.

RISK FACTORS

The securities offered hereby are considered to be speculative due to the nature of the Corporation's
business. In evauating the securities offered hereunder, investors should consider the following:



Nature of Petroleum Exploration

The exploration for and development of petroleum reserves involves sgnificant financid riskswhich even
a combination of careful evauation, experience and knowledge may not diminae. Thereis no assurance
that expenditures to be made on future exploration by the Corporation will result in any new discoveries
of ail, condensate or gasin commercid quantities. It isvery difficult to project the cost of implementing an
exploratory drilling program due to inherent uncertainties of drilling in unknown formations, the costs
associated with encountering various drilling conditions, such as overpressured zones and toolslost inthe
hole; and changesin drilling plans and locations as aresult of prior exploratory wellsor additiond seismic
dataandinterpretationsthereof. Production and devel opment of offshoreoil, gasand condensate properties
aso involve ahigh degree of risk.

See “Legal Proceedings’ and “South Fort Stockton Prospect” for particulars of a lawsuit
commenced by the Corporation and theworking interest ownersagainst adrill pipe company in
connection with thedrilling of awell on the South Fort Stockton property. Thereisno guaranty
that the Corporation and the working interest ownerswill be successful in their lawsuit. In the
event aloss of the lawsuit, the Cor poration and theworking interest owners could beliablefor
significant costs of the defendant in the legal action.

Risks and Insurance

The business of drilling petroleum wells is generdly subject to a number of risks and hazards, including
environmentd hazards, industrid accidents, labour disputes, encountering unusua or unexpected formations
or pressures, premature declines or reservoirs, blow-outs, cratering, sour gas releases, fires and spills.
Losses resulting from the occurrence of any of these risks could have a materid adverse effect on the
Corporation. The Corporation may become subject to liability for pollution, blow-outs or other hazards.
Suchrisks could result in damageto, or destruction of producing facilities, persond injury or environmental
damage, ddaysin drilling, monetary lossesand possiblelegd ligbility. Insurance againg environmenta risks
(induding potentid for pollution or other hazardsasaresult of disposal of waste occurring from exploration
and production) is not generdly available to the Corporation or to other companies within the industry.

Government Regulation and Environmental Matters

The Corporation's activities are subject to extensve federd, provincid, locd and foreign laws and
regulations controlling not only the exploration for and development of petroleum reserves, but dso the
possible effects of such activities upon the environment. Permitsfrom avariety of regulatory authoritiesare
required for many aspects of oil and natural gas operations. Future legidation and regulations could cause
additiona expense, capital expenditures, redtrictions and delaysin the development of the Corporation's
prospects, the extent of which cannot be predicted. In the context of environmenta permitting, the
Corporation must comply with known standards, existing laws and regulaionswhich may entall greater or
lesser costs and delays depending on the nature of the activity to be permitted and how stringently the new
regulations are implemented by the permitting authority.



Commercial Viability

Whether a petroleum prospect will become commercidly viable depends on anumber of factors, some of
whichare particular attributesreserves, if any, proximity to infrastructure, aswell aspetroleum priceswhich
are highly cydicd and government regulaion, including regulations relating to prices, taxes, roydties, land
tenure, land use and environmental protection. The exact effect of these factors cannot be accurately
predicted, but the combination of these factors may result in the Corporation not receiving an adequate
return on invested capitd.

Petroleum and I nvestment Policies

Changes in petroleum or investment policies or shifts in politica attitude may adversdly affect the
Corporation's business. Operations may be affected in varying degrees by government regulations with
respect to restrictions on production, price controls, export controls, income taxes, expropriation of
property, maintenance of daims, environmentad legidation, land use, land clams of local people, water use
and safety regulations. The affect of these factors cannot be accurately predicted.

Competition

The petroleum expl oration businessisextremely competitive. The Corporation encounterscompetitionfrom
other companies in connection with the search for the acquisition of properties which are producing or
capable of producing petroleum products. As a result of this competition, the mgority of which is with
companieswith greater financia resourcesthan the Corporation, the Corporation may be unableto acquire
attractive properties on terms it considers acceptable.

Petroleum Prices

The profitability of any petroleum well in which the Corporation has an interest will be sgnificantly affected
by changes in the market price of petroleum products, which prices fluctuate on a daily basis and are
affected by numerous factors beyond the Corporation's control. The level of interest rates, the level of
inflation, world supply of petroleum products and the stability of exchange rates can al cause sgnificant
fluctuation in petroleum prices. Such external economic factors are in turn influenced by changes in
internationd investment patterns and monetary systems beyond and politicad developments.

Dependence on Key Personnel

The Corporation'ssuccesswill largely depend on the effortsand abilities of certain directors, senior officers
, key employees and independent consultants. While the Corporation does not foresee any reason why
such directors, officers and key employeeswill not remain with the Corporation, if for any reason they do

not, the Corporation could be adversely affected.

Currency
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The Corporation is under the obligation to make certain of its lease and other property paymentsin U.S.
dollars. The Corporation obtains financing in Canadian dollars for the purpose of funding such lease and
property payments. Asaresult, fluctuationsin the U.S. dollar againgt the Canadian dollar could result in
unanticipated fluctuations in the Corporation's financia results which are denominated and reported in
Canadian dollars. The Corporation does not undertake hedging activities against currency risks.

Conflict of Interest

Certain of thedirectorsof the Corporation aso serve asdirectorsof other companiesinvolved inthenatura
resource exploration and development and consequently there exists the possibility for such directors to
be in a pogtion of conflict. Any decison made by such directors involving the Corporation will be made
in accordance with the duties and obligations of directors to ded farly and in good faith with the

Corporationand such other companies. In addition, such directorsdeclare, and refrain from voting on, any
matter in which such directors may have a conflict of interest.

HOW TO USE THE RIGHTS CERTIFICATE
General

By completing the appropriate form on the Rights Certificate in accordance with the instructions outlined
below and on the back of the Rights Certificate, a holder may:

@ subscribe for Units comprised of Common Shares and Warrants (Form 1);
(b) subscribe for Additiond Units (Form 2); or

(© sl or trandfer Rights (Form 3).

Unexercised Rights

A Rights Certificate holder who completes Form 1 by exercising some but not al of the Rights evidenced
by the Rights Certificate, and does not complete Form 3 transferring the balance of such Rights, shdl be
deemed to have dected not to exercise the balance of such Rights, which shal be void and of no vaue.

Signatures
The subscription form on the Rights Certificateisto be sgned by the subscriber. If Sgned by theregistered

holder, the signature must correspond exactly with the name of the holder shown on the face of the Rights
Certificate. If Sgned by atransferee, the signature must correspond exactly with the name of thetransferee
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shownin Form 3 of the Rights Certificate and the S gnature must be guaranteed by a Canadian bank or trust
company or by a member of a recognized stock exchange or otherwise to the satisfaction of Equity
Trander ServicesInc. If aformissigned by atrustee, executor, administrator or officer of a corporation
or any person acting in afiduciary or representative capacity, the Rights Certificate must be accompanied
by evidence of authority to so Sgn satisfactory to the Subscription Agent.

To Subscribefor Units- Form 1

Except as provided in " Step-up Privilege", ten Rights and the subscription price of $0.11 are required to
subscribe for one Unit congsting of one Common Share and one- haf Warrant. The holder of a Rights
Certificate may subscribefor dl or any lesser number of whole Unitsfor which the Rights Certificate entitles
himto subscribe by completing Form 1 and mailing or ddlivering the Rights Certificate and the Subscription
Price for such Units to the office of Equity Transfer Services Inc. Suite 420, 120 Adelaide Street West,
Toronto, Ontario, M5H 4C3 (the "Subscription Office’). The Subscription Price is payable in
Canadian funds by certified cheque, bank draft, money order or other form of payment
acceptable to the Corporation, payable to the order of Equity Transfer Services Inc. All
payments together with the duly completed Rights certificate must be ddivered to the
Subscription Office so as to be received by Equity Transfer Services Inc. prior to the Expiry
Time. Execution and delivery of Form 1 of the Rights Cer tificate constitutesarepr esentation by
the subscriber that heor sheisnot aresident of theUnited Statesof Americaor theagent of such
per son.

To Apply for Additional Units- Form 2

A Rights Certificate holder who in Form 1 subscribesfor dl the Unitsfor which aRights Certificate entitles
him to subscribe may at the same time subscribe for Additiona Units (at a subscription price of $0.11 per
Unit) by completing Form 2. In completing Form 2 Rights holders must specify the number of Additiona
Units they wish to subscribe for and purchase.

If there should be insufficient Units available to satisfy the subscriptions for Additiond Units, the number
of Units, if any, available for sde to an gpplicant for Additiond Units, will be the lesser of the number of
Units which an gpplicant subscribed for pursuant to the additiona subscription privilege and the number
of Units obtained by multiplying:

() the number whichisobtained by dividing the number of Rightsinitidly exercised by such gpplicant
pursuant to the exercise of Rights by the aggregate number of Rightsinitidly exercised by dl Rights
Certificate holders who apply for Additiona Units;

times

(i) the total number of Units available through dl unexercised Rights.

To goply for Additiona Units, Rights Certificates holders must complete Form 2 aswell asForm 1 onthe
Rights Certificate and deliver the Rights Certificate with payment of the Subscription Price for each Unit
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subscribed for in Form 1 to the Subscription Office prior to the Expiry Time,

If Additiond Units are available for issue, then, as soon as practicable after the Expiry Time, the
Subscription Agent will notify each Rights Certificate holder who exercised the additiona subscription
privilege and who is entitled to receive Additiona Units of the number of Additiona Units reserved and
dlotted for sde to suchholder. The Subscription Price for additional Unitsis payablein Canadian
funds by certified cheque, bank draft, money order, or other form of payment acceptabletothe
Corporation, payabletotheorder of Equity Transfer ServicesInc., within five businessdays of
the mailing of notification to the Subscriber of the number of additional Unitsto be allotted to
such subscriber pursuant to the additional subscription privilege. If the Subscription Price for
Additiond Unitsis not received by the Subscription Agent within 5 business days after the mailing of such
natice, the right of the Subscriber to purchase additiona Units shal immediately terminate.

The Additiona Subscription Privilege will terminate at the Expiry Time.
To Sdl or Transfer Rights- Form 3

A Rights Certificate holder, instead of exercising his Rights to subscribe for Units, may sdl or trandfer his
Rights through the usud investment channels (such as stockbrokers or investment dealers) by completing
the transfer in Form 3 on the Rights Certificate and ddlivering the Rights Certificate to the purchaser
(transferee). Subject to the terms hereof the transferee may exercise dl the Rights of a holder without
obtaining anew Rights Certificate. If aRights Certificate istrandferred in blank, the Corporation and the
Subscription Agent may thereafter treat the bearer as the absolute owner of such Rights Certificate for dl
purposes and neither the Corporation nor the Subscription Agent shal be affected by any notice to the
contrary.

Registration and Delivery of Common Share Certificate and Warrant Certificate

Common Shares included in the Units purchased through the exercise of Rights will be registered in the
name of the person to whom the Rights Certificate was issued or his trandfereg, if any, indicated on the
Rights Certificate. Warrantswill beissued in bearer form. Certificates representing Common Sharesand
Warrantswill bemailed, as soon asreasonably possible after the Expiry Time, to such person or transferee
at the address specified on the Rights Certificate.

STANDBY AGREEMENT

Under an agreement (the " Standby Agreement™) dated the 24th day of October, 2000, between Jones,
Gable, Suite600, 110 Y onge Street, Toronto, Ontario M5C 1T6 and the Corporation, Jones, Gable has
agreed that, if aminimum of 3,636,364 Units a the subscription price of $0.11 per Unit is not subscribed
for by the Rights holders, after the initid subscription and additional subscription privilege are exercised,
Jones, Gable shdl purchase, at the said subscription price, such number of unsold Units as is necessary
to provideto the Corporation aminimum of $400,000, before deducting the expenses of thisrightsoffering.
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The Corporation has agreed that, once the sad minimum has been raised and the Rights holders have
exercised their rights to acquire Units on the initial subscription and the additiona subscription privilege,
Jones,Gable shdl havetheoption, exercisableby no later than 9:00 am. Toronto time, on thefirst business
day following the Expiry Time of the Rights, to purchase the whole or apart of the unsold Units, if any, at
the said subscription price. The Standby Agreement may be terminated by Jones,Gable no later than the
Expiry Time in certain circumstances, including based upon its assessment of the financid markets in
Canada or dsawhere, if there is any occurrence which, in its opinion, serioudy affects or may serioudy
affect the financia markets in Canada or the business of the Corporation taken asawhole or in the event
an order or ruling isissued sugpending or ceasing trading in the securities of the Corporation. In the event
that sufficient Units are not subscribed for to provide the Corporation with a least the minimum proceeds
of $400,000 and Jones Gable terminates its said guarantee of such minimum proceeds, then the
Subscription Agent, who is holding the subscription fundsin trugt, shdl forthwith return to the subscribers
the gross proceeds of the subscriptions, without interest thereon or deduction therefrom, and the Rights
Offering shdl terminate,

Jones, Gable hasundertaken to form asoliciting dealer group, comprised of membersof the TSE, to solicit
the exercise of Rights. The Corporation will pay afee of $ 0.005 for each Unit subscribed for to any
member of the group whose name appears in the space provided on the face of the Rights Certificate
being exercised. The payment of such feeis not subject to aredtriction as to the minimum or maximum
number of Units subscribed for by any one Rights holder.

Under the Standby Agreement, the Corporation has agreed to pay Jones, Gable afee of $20,000 for its
guarantee of the purchase of a minimum of 3,636,364 Units.

CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

The following summary represents the principal Canadian federal income tax condderations generaly
gpplicable in repect of the acquistion and exercise of Rights pursuant to this circular. This summary is
gpplicable only to holderswho, for the purposes of the Income Tax Act (Canada) (the"Act"), areresident
in Canada, hold their Rights, Warrants and Common Shares as capital property and ded at arm's length
with the Corporation. Generdly, the Rights, Warrants and Common Shares will be consdered capitd
property to a holder provided that such holder does not hold such securitiesin the course of carrying on
a busness of buying and sdling securities and has not acquired such securities in a transaction or
transactions consdered to be an adventurein the nature of trade. Common Sharesheld by certain financia
inditutions and corporations controlled by such ingtitutionswill generdly not be held ascapita property and
will be subject to specia "mark-to-market” rules. This summary is not applicable to tax payersthat are
"principa business corporations’ within the meaning of subsection 66(15) of the Act or whose business
includes trading or deding in rights, licences or privilegesto explorefor, drill or take minerds, petroleum,
natural gas or related hydrocarbons.

Thissummary isbased on the Act and the regul ations thereunder and the current administrative policiesand
practices of Revenue Canada, Taxation. This summary does not take into account provincid or foreign
tax consderations or anticipate any changesin law ather by legidative or judicid action.



-13-

THIS SUMMARY IS NOT EXHAUSTIVE OF ALL POSSIBLE INCOME TAX
CONSIDERATIONS AND IS NOT INTENDED TO CONSTITUTE LEGAL OR TAX
ADVICE. ACCORDINGLY, RIGHTS HOLDERS SHOULD CONSULT THEIR OWN
INDEPENDENT TAX ADVISORS WITH RESPECT TO THEIR INDIVIDUAL
CIRCUMSTANCES.

Acquigtion of Rights

A holder who isissued Rights hereunder will not be required to include in computing income any amount
in respect of the receipt of such Rights. The cost of Rights so acquired will be nil.

Exercise of Rightsand Warrants

No gain or losswill be redized by aholder upon the exercise of Rights or upon the exercise of Warrants.
Where a holder exercises Rights, the amount paid on the exercise thereof must be alocated on a
reasonabl e bas sbetween the Warrantsand the Common Shares so acquired. The Corporationisallocating
nil to the Warrants and $0.11 to each of the Common Shares. However, the adjusted cost base of all
Common Shares acquired by aholder upon the exercise of Rights or Warrants, must be averaged with the
adjusted cost base of all Common Shares held by the holder as capita property and acquired or deemed
to have been acquired after 1971 for the purpose of calculating capital gainsor capita |osseson subsequent
dispogitions of the Common Shares.

Disposition of Rights, Warrantsor Common Shares

A holder who disposes of or isdeemed to dispose of Rights, Warrants (other than upon the expiry thereof)
or Common Shares, will redize a capitd gain (or acapitd loss) equd to the amounrt, if any, by which the
proceeds of disposition exceed (or are exceeded by) the aggregate of the shareholder's adjusted cost base
of the property so disposed of immediately before the digposition and any costs of digposition. Theamount
of any capita |oss otherwise determined on Common Shares may be reduced by the amount of dividends
previoudy received to the extent and in the circumstances prescribed by the Act. Upon the expiry of a
Warrant, the holder will redize acapitd lossequd to the amount, if any, of the holder's adjusted cost base
thereof.

A holder will berequired to includeinincome, one hdf of any capita gain (a"taxable capitd gain") redized
on adisposition or deemed digposition of a Right, Warrant or Common Share. A holder will generdly be
entitled to deduct againgt taxable capitd gainsredized in theyear one hdf of any capitd loss(an"dlowable
capital 10ss") redized on a disposition or deemed disposition of a Right, Warrant or Common Share.
Excess dlowable capitd losses may generally be carried back three years and forward indefinitely against
taxable capitd gainsredized in those years.

Alternative Minimum Tax on Individuals
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Pursuant to the dternative minimum tax rules, the tax otherwise payable under the Tax Act by anindividud
(other than certain trusts) will not be less than a minimum amount computed by reference to his adjusted
taxable income for the year.

For this purpose, the minimum amount generally means the amount by which 17% of adjusted taxable
income in excess of $40,000 for the year exceedsthetota of certain tax credits. Provincia tax rates will
a0 goply to minimum tax. In calculating adjusted taxable income for this purpose, certain deductionsand
credits otherwise available are disdlowed and certain amounts not otherwise taxable are included in
income. The full amount of acapitd gainisincuded in adjusted taxable income.

Whether and to what extent a particular subscriber will be subject to minimum tax will depend upon the
amount of such subscriber’ sincome, the sourcesfromwhichiit isderived and the nature and amount of any
deductions claimed.

Any additional tax payable for a year resulting from the application of the minimum tax provisons is
recoverable to the extent that tax otherwise determined under the Tax Act exceeds the minimum amount
for any of the following seven taxation years.

THE CORPORATION

The Corporation was formed under the laws of the Province of Ontario by Articles of Amalgamation
effective November 15th, 1988.

The principa and registered office of the Corporation islocated at Suite 420, 111 Richmond Street West,
Toronto, Ontario, M5H 2G4.

The Corporation is a public corporation whose Common Shares are listed for trading on The Toronto
Stock Exchange.

SHARE CAPITAL

The authorized capitd of the Corporation congsts of an unlimited number of Common Shares, an unlimited
number of Class A voting, redeemable, preference shares ("Class A Shares') and an unlimited number of
Class B voting, non-participating, redeemable, preference shares ("Class B Shares"), dl without nomina
or par vaue, of which there are issued and outstanding 38,754,292 Common Shares, nil ClassA Shares
and nil ClassB Shares.

All Common Shares of the Corporation, are of the same class and rank equaly as to dividends, voting
power and participation in the assets in the event of liquidation, dissolution or winding up of the
Corporation. The Common Shares have no preemptive, redemption or converson rights. The holders of
Common Shares shdll, (8) be entitled to vote at al meetings of shareholders except meetings at which only
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holders of a specified class of shares are entitled to vote; (b) be entitled to receive as and when declared
by the Board of Directorsof the Corporation out of monies of the Corporation properly applicablethereto,
dividends, dways subject to the declaration and payment of dividends in respect of Class A Shares, and
(c) be entitled to receive the remaining property of the Corporation upon dissolution, aways subject to the
rights of the holders of the Class A Shares and Class B Shares.

SHARE PURCHASE WARRANTS

EachUnit purchased on the exercise of ten Rightswill congst of one Common Shareand one-haf Warrant.
One whole Warrant will entitle the holder to purchase one Common Share at aprice of $0.20 upto 4:00
p.m. Toronto time on January 16, 2002.

The Warrants will beissued in bearer form pursuant to an indenture (the "Warrant Indenture") dated as of
the Oth day of November, 2000, entered into by the Corporation and Equity Transfer Services Inc. as
Warrant Agent. The Corporation hasdesignated Equity Transfer ServicesInc. at Suite420, 120 Addlaide
Street West, Toronto, Ontario, M5H 4C3, asthe place wherethe Warrants may betendered for purposes
of exercise, exchange or replacement.

The Warrant Indenture will contain provisons designed to protect the holders of the Warrants against
dilution upon the happening of certain events. If and whenever a any time while any Warrants are
outstanding, the outstanding Common Shares of the Corporation shal be subdivided or changed into a
greater or consolidated into a lesser number of Common Shares, or the outstanding Common Shares of
the Corporation shall be reclassified, or the Corporation shal pay a stock dividend upon its outstanding
Common Shares, or there is an amalgamation of the Corporation with any other company or companies,
any Warrant holder who has not exercised hisright of purchase prior to the record date or effective date
of such subdivison, change, consolidation, reclassfication, stock dividend or amalgamation, upon the
exercise of such right theresfter, shal be entitled to receive and shall accept, in lieu of (or, inthe case of a
stock dividend, in addition to) the number of Common Shares then subscribed for by him but for the same
aggregate cond deration payable therefor, the aggregate number of Common Shares of the Corporation
of the appropriate classes that such holder would have been entitled to receive as a result of such
subdivison, change, consolidation, reclassification, stock dividend or amagamation, if, on the record date
or effective date thereof, he had been theregistered hol der of the number of Common Shares so subscribed
for, and there shdl be included in the computation of such aggregate number of Common Shares, the
number of Common Shares so subscribed for.

Fractiona Warrants will not be issued on the exercise of Rights and no cash or other consideration will be
paid inlieu thereof; however, wheredl of the Rights represented by a Rights Certificate are exercised, any
Fractionad Warrant that would otherwise have been issued in exercise of the Rights will be rounded
upwards to the nearest whole number. This rounding up of a Fractiona Warrant will not be made if the
Rights Certificate is or any of the Rights evidenced by the Rights Certificate, are sold, transferred, divided
or assigned by the origind Rights holder. However, a bank, trust company, clearing house, securities
dedler or broker that holds Common Shares on the Record Date for more than one beneficial owner may,
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upon producing evidence satisfactory to Equity Transfer Services Inc., exercise the Rights evidenced by
its Rights Certificate or exchange its Rights Certificate on the same basis as if the beneficid owners were
shareholders of record on the Record Date.

LISTINGSON THE TORONTO STOCK EXCHANGE

The Common Shares are listed for trading on the TSE. The Rightswill be posted for trading on the TSE
until 12:00 p.m. (Toronto Time) on December 21, 2000. The Rights will expire a 4:00 p.m. (Toronto
Time) on December 21, 2000 (the "Expiry Time"). The TSE has conditiondly approved thelisting of the
Warrants, when issued, subject to the Corporation fulfilling al of the requirements of the TSE, including
digtribution of the Warrants to a minimum number of public holders.

PRICE RANGE OF COMMON SHARES

The Common Shares of the Corporation are listed on The Toronto Stock Exchange. The following table
setsforth the high and low sde prices and the volume of the Common Sharestraded on The Toronto Stock

Exchange (as reported by such Exchange) for the periods indicated.

Period High Low Voume
1999
September $0.095 $0.06 420,800
October $0.09 $0.06 610,000
November $0.07 $0.05 409,893
December $0.44 $0.20 523,474
2000
January $0.11 $0.055 1,996,335
February $0.25 $0.07 7,259,9532
March $0.45 $0.15 17,618,770
April $0.21 $0.11 1,328,783
May $0.15 $0.105 869,786
June $0.14 $0.10 1,396,968
July $0.105 $0.065 1,031,180
Augus $0.10 $0.065 1,233,182
September $0.32 $0.07 13,700,083
October $0.19 $0.12 1,227,226
November 1to 8 $0.14 $0.13 134,000

The Closing Price for the Common Shares on The Toronto Stock Exchange on November 8, 2000 was

$0.135 per share.
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PRINCIPAL SHAREHOLDERS

As at the date hereof, the Corporation has 38,754,292 common shares outstanding. To the knowledge of
the directors of the Corporation no person or corporation owns, directly or indirectly, or exercises control
or direction over 10% or more of the outstanding shares of the Corporation.

DIVIDENDS ON COMMON SHARES

The Corporation has paid no dividendsin the last 5 years, other than the distribution of shares of Aurado
(see "Business of the Corporation”). It is not presently expected that dividends will be paid in the
foreseeable future. Any decisionto pay dividends on the Common Shares of the Corporation in the future
will be made by the Board of Directors based on the earnings of the Corporation and the Corporation's
financid requirements & such time,

BUSINESS OF THE CORPORATION

The Corporation is engaged in the acquisition and exploration of natural resource properties. In 1997, the
Corporation decided to change its primary focus from gold prospects to petroleum exploration and
development. On August 29, 1997, the Corporation's shareholders approved the trandfer of its minerd
properties and certain marketable securities to Aurado Exploration Ltd. ("Aurado"), the Corporation's
whally owned subsidiary, in consderation of the issuance to the Corporation of the common shares of
Aurado. On November 7, 1997, the Corporation declared adividend-in-kind payableto its shareholders
of record as of November 14, 1997 and distributed al of the common shares of Aurado to shareholders
of the Corporation pursuant to Aurado's prospectus dated November 3, 1997.

SOUTH FORT STOCKTON PROSPECT

Pursuant to an agreement dated July 7, 1997 and executed on September 29, 1997, made between the
Corporation and Baytech, Inc. of Midland, Texas ("Baytech") the Corporation paid US $520,000 to
Baytech and agreed to participate as to a 20% working interest in the exploration and devel opment of
Baytech'sleasehold South Fort Stockton Prospect (the " Prospect”) located in Pecos County, Texas, and
to earn a leasehold interest in the surrounding lands ("Contract Lands'). The said payment represents
certain geologica, geophysical and leasehold codts incurred by Baytech in developing and acquiring the
Prospect. The Corporation paid a finder's fee of $38,000 to Jones, Gable & Company Limited for
introducing the Corporation to Baytech.

Under the said agreement the Corporation agreed to participate in an initia well and pay and bear 20%
of the codts, risk and ligbility incurred in conducting drilling operations. Baytech obtained aturnkey bid from
OGE Drilling-USA, Inc., Midland, Texas, athird party drilling contractor unrelated to either Baytech or
the Corporation, to drill theinitid well for adry hole cost of US $5,835,000.
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Theinitiad well within the Prospect inthe W/2 of Section 17, Block 132, T.& ST.LR.P Co.Survey, Abstract
2298 Pecos County, Texas (the “Initid Well”) was drilled to a total depth of 25,740 feet, cased and
logged. Log andysisindicated apotentid for morethan 1100 feet of grosspay inthe Ellenberger formation,
ahighly pralific gas zone in the region of the Prospect and the primary objective of the Initid Well. The
Corporation paid (i) US $1,197,120 for its share of the estimated costs of drilling the Initid Well and (i)
US $100,000 for its share of the estimated dry hole cogts, and for so doing earned a 20% interest in the
Initid Well and an undivided 15% interest in the Contract Lands. Theinterests earned by the Corporation
are limited to depths below 5,000 feet or the base of the L eonard formation and are subject to applicable
lessor's roydty and the currently existing overriding royaty interests which tota 3%. Theinterest earned
by the Corporation from Baytech in the Initial well is subject to a proportionately reduced 25% back-in
after payout, reserved by Baytech. Payout isdefined asthat point in time when the value of 100% of gross
income received from the sdle of production from the initia well, less lease royalty, overriding royalties,
production and severance taxes, and any other payments out of production, isequd to the costsincurred
in drilling, completing, equipping and operating theinitia well for thetaking of production, including the US
$520,000 payment to Baytech. Asaresult, subject to payout, the Corporation shall assign to Baytech a
5% interest in the initid well and the Corporation's interest shall then become a 15% interest.

L awsuit

In December 1998, during operationsto clean out the production casing from the Initial Wdll, a
gring of drill pipe manufactured and supplied by subsidiaries of Weatherford International,
Inc.(“Weatherford”) parted and became stuck in the bottom section of thehole. Thesamestring
of pipe parted a second timeduring effortsto retrieve the stuck string of drill pipe. Effortsto
retrieve the stuck drill pipe were not successful. In March 1999, after discussons with
Weatherford and itsinsurersfailedto yield an acceptable settlement, the Cor por ation together
withitsworking interest ownersin the Project and Baytech, the operator, commenced alaw suit
against Weatherford in state in Pecos County, Texas USA. The law suit against Weatherford
seeks compensatory damages, exemplary damages and attor ney fees as a consequence of the
pipe failures. Some of the working interest ownerseected or werefinancially unableto finance
their share of the lawsuit and as a result the Corporation’sinterest in the Initial Well has been
increased to 22.29% prior to payout and 16.71% after payout

Weatherford, in an effort to mitigate damages, hasre-entered the Initial Well and isattempting
to drill asdetrack into the Ellenberger formation. Thisisbeing done at Weatherford solerisk
and expense. The Cor poration and the other working interest owner s have made no agreement
with Weatherford other than consenting to allow Weatherford to attempt mitigation efforts. The
Corporation and the other working interest ownersintend to continue to prosecutethelawsuit.
The Corporation has paid US $215,000 for its share of the legal fees and disbursements in
connection with the lawsuit and it is anticipated that the Cor poration will be required to pay an
additional US $218,000 (approximately $323,000 CAN) for its 25.71% share of the costs, if the
lawsuit goestotrial. Trial of thelawsuit ispresently set for December 4, 2000 with an alter native
date of January 22, 2001. These are subject to change depending on a variety of issues.

Assuming the successful re-entry by Weatherford of the drilling of a side track into the
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Ellensber ger for mation, thefollowingwor k would remainfor thelnitial Well, namely: perforating,
fraccing and connecting to a collection pipeline, at an estimated cost of US $1,000,000, of which
amount theCor por ation’ sobligation would beappr oximately US$250,000. TheCor por ation does
not havethefundsto pay the cost of carrying out said additional work nor will there be funds
available from the Corporation’s current rights offering. The amount of the funds for the
additional wor k and when and if such fundswould berequired will depend upon the successof the
said legal action against Weatherford. The Corporation’sonly present means of acquiring the
funds necessary to carry out the additional work is by means of the sale of its equity sharesor
rights to acquire equity shares. There are no assurances that the Corporation will be able to
raising such the financing.

During the year ended December 31, 1999, the testing of two upper zones of the initid well were
farmed out to a third party with the Corporation retaining a 3% interest after payout in those two upper
zones These two upper zoneswere found to be uneconomic. The Corporation has maintained itsworking
ininterest in the lower zone.

The South Fort Stockton Prospect is the Corporation’s only oil and gas property interest.

In 1999 the Corporation took a write down of CDN $829,520 on its South Fort Stockton Prospect,
which write down was based upon the following factors:

Cost to redrill well US $ 8,000,000
@ 1.45 CDN CDN $11,600,000
The Corporation’s interest 20%

Minimum recovery expected to be

recovered by Corporation from lawsuit CDN  $ 2,320,000
Cost-Carry Vaue CDN $ 3,149,570
Write Down CDN $ 829,570

ROSE RUN TREND PROSPECT

Pursuant to an agreement dated May 11, 1998, the Corporation acquired from Newstar Resources Inc
(the “Vendor”) ail and gasrightsin the State of Ohio, USA, consisting of 143,773 acres of gas leases of
which 88,814 acreswere undevel oped. The consideration payable by the Corporation for thesaid oil and
gasrightsincluded: (i) theissuanceto the Vendor of apromissory notein the amount of US $3,820,000
bearing interest at the rate of 10% per annum and becoming due on December 31, 2000; (ii) theissuance
to the Vendor of 500,000 share purchase warrants, each warrant entitling the holder to purchase one
common share of the Corporation at a price of $0.25 until June 30, 2001; and (iii) payment of al costs
and expensesin connection with the purchase and sde of the said rights. The Corporation’ srevenuefrom
the said oil and gasrightsin 1998 was $708,588 which amount wastotally offset by production cogts. On
December 31, 1998 the Corporation transferred back to the Vendor al of the said oil and gasrightsin
exchange for the cancellation of the Corporation’s promissory note. The Vendor retained the said share
purchase warrants, dl of which are ill outstanding. As the Corporation’s only oil and gas revenue was
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produced from the said oil and gas rights, the retransfer of rights resulted in adrop in the Corporation’s
production revenue from $708,588 in 1998 to $0 in 1999.

MADISONVILLE TEXASPROJECT

On May 20, 1999 the Corporation reported that it had Signed a letter of understanding with Newstar
Resources Inc. (*Newstar”) pursuant to which the Corporation would develop the Glen Rose and
Georgetown formations on Newstar’ s Madisonville, Texas acreage. The Corporationwould pay 100%
of the esimated US $1.4 million cost to drill, complete and equip a horizonta well to test the Glen Rose
formation The Corporation would also commit to pay 100% of the cost to drill, complete and equip a
horizonta well to test the Georgetown formation. By funding both operations, the Corporation would earn
50% of Newstar’ sinterest in Madisonville, in dl formations. Newstar advised the Corporation that it was
in Chapter 11 and that accordingly the agreement may be subject to the approval of the United States of
America Bankruptcy Court. The transaction was stalled for some considerable time and eventudly the
Corporation lost interest and the transaction was terminated.

LEGAL PROCEEDINGS

In December 1998 the Corporation together with the other working interest owners in the South Fort
Stockton Prospect commenced an action againgt Wegtherford International Inc. asaresult of pipefailure
in connection with the drilling of the initid gas well. See “South Fort Stockton Prospect” and “Risk
Factors’ for particulars.

USE OF PROCEEDS

The Corporation will recelve aminimum of $400,000 from this rights offering (a maximum of $426,297
if the rights offering is fully subscribed), before deducting expenses of this offering estimated a $65,000.
These expenses include $20,000 payable to Jones, Gable pursuant to the Standby Agreement, $0.005
to thesoliciting dedler group for each Unit subscribed for, whiletheremaining expensesrelateto legd fees,
printing cogts, ligting and transfer agency fees. The net proceeds of this rights offering will be used as
follows: (i) $323,000 to fund its share of the estimated additiona costs of the lega action (See “South
Fort Stockton Prospect” and “Legd Proceedings’); (i) to pay off the Corporation's existing liabilities
totalling $30,000; and (jii) to pay the expenses of this offering, with any shortfdl to be paid out of the
Corporation’ spresent working capital of approximately $22,000. If theoffering of 3,875,430 Unitsisfully
subscribed for, the Corporation will net an additional $25,100, after payment of $0.005 per Unit to the
olidting dedler group. These additiona funds will permit the Corporation to take advantage of
opportunitiesfor the acquistion of oil and gas prospectswhich may present themsdvesfromtimeto time.
A portion, not exceeding 25% of the proceeds of the offering, may be alocated to genera overhead
expenditures of the Corporation.

STOCK OPTIONSWARRANTS
Incentive Stock Options
There are outstanding, at present, incentive stock options entitling the purchase of an aggregate of
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2,690,000 common shares of the Corporation of which 240,000 are exercisable at $0.41 per share at
any time prior to June 25, 2002; 260,000 are exercisable at $0.66 per share at any time on or before
September 5, 2002; 480,000 are exercisable at $0.35 per share at any time on or before February 13,
2003; 710,000 are exercisableat $0.20 per shareat any time on or before March 2, 2005 and 1,000,000
are exercisable at $0.18 per share at any time on or before September 7, 2005 The said incentive stock
options were granted to employees, officers and directors of the Corporation pursuant to a management
incentive stock option plan implemented by the Corporation in 1997 as amended .

Warrants
Warrantsfor the purchase of 500,000 Common Shares exercisable at $0.25 per share on or before June
30, 2001.

Stock |ssued Since September 1, 1999
For Cash
310,000 Common Shares at $0.20 per share - exercise of stock options;
3,275,000 Common Shares at $0.11 per share pursuant to a private placement;

SALE OF SECURITIES

The Corporation held 500,000 common shares of Aurado Exploration Ltd. (*Aurado”) and warrantsfor
the purchase of an additional 468,750 common shares of Aurado with an exercise price of $0.20 per
share exercisable until April 20, 2000. The fair value of the said securities was $56,875 based upon
quoted market prices of the shares on December 31, 1999. Subsequent to December 31, 1999, the
Corporation exercised dl of its said warrants and sold al of its common shares of Aurado for net
proceeds of approximately $125,000.

LOANS

During the year ended December 31, 1999, the Corporation, in order to finance a lega action
commenced by the Corporationand others, obtained aloan of US $123,166 bearing interest at 12.68%
per annum. Subsequent to the said year end the loan was repaid in full. See “Lega Proceedings and
“South Fort Stockton Prospect”.

Pursuant to an agreement made the 1t day of September 2000 between the Corporation and Northway
Explorations Limited, the Corporation obtained aloan of $30,000 at an interest rate of 1% per month.
The loan is repayable on or before the earlier of: the closing by the Corporation of any public or private
debt or equity financing and December 31, 2000.

DIRECTORSAND OFFICERS

Directors and Officers Position
John A. Pollock Presdent and Director
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Murray W. Cooper Director
Paul T. Conroy Director
Roger Bethell Director
William P. Dickie Director
Ronad Husband Secretary- Treasurer

There has been no changein the board of directors of the Corporation sncethelast Annua Mesting held
on June 19th, 2000.

MATERIAL CHANGE
To the best of the knowledge and belief of the directors of the Corporation, there have been no transfers
of Common Shares Since the last annud meeting of shareholders of the Corporation held on June 19th,
2000 which have materidly effected control of the Corporation. There have been no undisclosed materia
changesin the business or operations of the Corporation since December 31st, 1999, the date of the last
audited financid statements delivered to shareholders of the Corporation, which have not been disclosed
herein.

CORRESPONDENCE

Enquiries relating to this Offer should be addressed to Equity Transfer Services Inc. Suite 420, 120
Adelaide Street West, Toronto, Ontario, M5H 4C3.

CERTIFICATE
The foregoing contains no untrue statement of amaterid fact and does not omit to sate amaterid fact that
is required to be stated or that is necessary to make a statement not mideading in the light of the
circumstances in which it was made.

November 9, 2000

“John A. Pollock”

John A. Pollock - President

“William P. Dicki€’

William P. Dickie - Director



