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SECURITIES ACT





MATERIAL CHANGE REPORT UNDER SECTION 85(1) OF THE ACT








Item 1.		Reporting Issuer





KEY CAPITAL GROUP INC. (the “Issuer”)


2674 - 1055 Dunsmuir Street


P.O. Box 49095


Bentall Four


Vancouver, BC  V7X 1G4





Item 2.		Date of Material Change





December 31, 1997





Item 3.		Press Release





The Issuer issued press releases dated December 31, 1997, copies of which are attached hereto as schedule “A” and schedule “B”.  The press releases were disseminated, in the case of schedule “A”, through George Cross Newsletter, Canada Stockwatch and Canada Newswire.  The News release contained in schedule “B” was disseminated through George Cross Newsletter and Canada Stockwatch.





Item 4.		Summary of Material Change





On December 29, 1997, the Issuer applied to the Supreme Court of British Columbia for a stay of execution on a Writ of Seizure and Sale issued against the Issuer in favor of Mr. Guy Nesbitt and to set aside a garnishing order which resulted in certain funds of the Issuer being attached and paid into court.  The Issuer was unsuccessful on the court applications, however, the Issuer was granted until January 12, 1998 to fulfill the judgment in the amount of $212,500 plus accrued interest and court ordered costs.  The Issuer successfully settled the entire claim and announced it was in the process of completing the necessary financing arrangements in order to satisfy the judgment.





The Issuer announced a non-brokered private placement of approximately $275,000 worth of convertible debentures, to certain directors of the Issuer or their private corporations.





Item 5.		Full Description of Material Change	





On December 29, 1997, the Issuer applied to the Supreme Court of British Columbia for a stay of execution on a Writ of Seizure and Sale issued against the Issuer in favor of Mr. Guy Nesbitt.  The Writ resulted from the Consent Judgment granted by the Issuer to Mr. Nesbitt under a settlement agreement reached between the parties relating to the Issuer’s 1996 purchase of Nesbitt Capital Corporation.  The Issuer also applied to set aside a garnishing order which resulted in certain funds of the Issuer being attached and paid into court in connection with the judgment.  The Issuer was unsuccessful on the court applications, however, the Issuer was granted until January 12, 1998 to fulfill the judgment in the amount of $212,500 plus accrued interest and court ordered costs.  The Issuer successfully settled the entire claim and announced it was in the process of completing the necessary financing arrangements in order to satisfy the judgment.





The Issuer announced after closing of the market that a non-brokered private placement of approximately $275,000 worth of convertible debentures had been arranged to certain directors of the Issuer or their private corporations.  The debentures are convertible at any time up to the close of business on December 31, 1999 into units, comprised of shares and share purchase warrants of the Issuer at a price of $0.15 per unit from January 1, 1998 to December 31, 1998 and at a price of $0.18 per unit from January 1, 1999 to December 31, 1999.  The warrants comprising the units may be exercised at any time up to 4 p.m. Vancouver Time on December 31, 1999.  One warrant will entitle the holder to purchase one additional previously unissued common share of the Issuer at a price of $0.15 per share during the first year and at a price of $0.18 per share during the second year of the term of the warrant.  





The Placees have already provided the funds to the Issuer in the form of an advance against the planned placement for purposes of settling certain legal proceedings between the Issuer and Mr. Guy Nesbitt and for working capital purposes for the past two months.





The debentures will bear interest at an annual rate of 10%, payable monthly, and will be secured by a floating charge against the assets of the Issuer.





The terms of the private placement are subject to regulatory approval.





Item 6.		Reliance on Section 85(2) of the Act





This report is not being filed on a confidential basis.





Item 7.		Omitted Information





Not applicable.





Item 8.		Senior Officers





To obtain further information contact Caspar Koch, the President of the Issuer, at (604) 688-8656	





Item 9.		Statement of Senior Officer





The foregoing accurately discloses the material change referred to herein.











Dated at Vancouver, BC this ______ day of January, 1998.














     “Caspar Koch”          





CASPAR KOCH, 


President





�
Schedule “A”





KEY CAPITAL GROUP INC.


2674 - 1055 Dunsmuir Street


P.O. Box 49095


Vancouver, British Columbia


V7X 1G4





Telephone:  (604) 688-8656





NEWS RELEASE





December 31, 1997


Trading symbol:  VSE-KYC





On December 29, 1997, the Company applied to the Supreme Court of British Columbia for a stay of execution on a Writ of Seizure and Sale issued against the Company in favor of Mr. Guy Nesbitt.  The Writ resulted from the Consent Judgment granted by the Company to Mr. Nesbitt under a settlement agreement reached between the parties relating to the Company’s 1996 purchase of Nesbitt Capital Corporation.  The Company also applied to set aside a garnishing order which resulted in certain funds of the Company being attached and paid into court in connection with the judgment.  The Company was unsuccessful on the court applications, however, the Company was granted until January 12, 1998 to fulfill the judgment in the amount of $212,500 plus accrued interest and court ordered costs.  The Company has successfully settled the entire claim and is in the process of completing the necessary financing arrangements in order to satisfy the judgment.








ON BEHALF OF THE BOARD OF DIRECTORS OF KEY CAPITAL GROUP INC.





“Caspar Koch”


Caspar Koch, President and C.E.O.





The Vancouver Stock Exchange has not reviewed and does not accept responsibility for the adequacy or accuracy of the content of this news release.


�
Schedule “B”





KEY CAPITAL GROUP INC.


2674 � 1055 Dunsmuir Street


P.O. Box 49095


Vancouver, British Columbia


V7X 1G4





Telephone:  (604) 688�8656








NEWS RELEASE








December 31, 1997





Trading symbol: VSE�KYC








Key Capital Group Inc. announces a non-brokered private placement of approximately $275,000 worth of convertible debentures, to certain directors of the Company or their private corporations.  The debentures are convertible at any time up to the close of business on December 31, 1999 into units, comprised of shares and share purchase warrants of the Company at a price of $0.15 per unit from January 1, 1998 to December 31, 1998 and at a price of $0.18 per unit from January 1, 1999 to December 31, 1999.  The warrants comprising the units may be exercised at any time up to 4 p.m. Vancouver Time on December 31, 1999.  One warrant will entitle the holder to purchase one additional previously unissued common share of the Company at a price of $0.15 per share during the first year and at a price of $0.18 per share during the second year of the term of the warrant.  





The Placees have already provided the funds to the Company in the form of an advance against the planned placement for purposes of settling certain legal proceedings between the Company and Mr. Guy Nesbitt and for working capital purposes for the past two months.





The debentures will bear interest and will be secured by a floating charge against the assets of the Company.





The terms of the private placement are subject to regulatory approval.





ON BEHALF OF THE BOARD OF DIRECTORS OF KEY CAPITAL GROUP INC.





“Caspar Koch”


Caspar Koch, President and C.E.O.





The Vancouver Stock Exchange has not reviewed and does not accept responsibility for the adequacy or accuracy of the content of this news release.
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