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ANNUAL INFORMATION FORM



Dated April 30, 1998

�INCORPORATION AND SUBSIDIARIES



Balaclava Mines Inc. (the "Company") was incorporated by the filing of a Memorandum and Articles with the Registrar of Companies under the Company Act (British Columbia) on March 25, 1983 under the name Tecumseh Resources Ltd.  The Company changed its name to Thrust Resources Inc. on February 22, 1985, to Balaclava Industries Ltd. on July 6, 1993, and then to Balaclava Mines Inc. on November 7, 1996.  The Company has the following subsidiaries:



	Name	Jurisdiction	Percentage Owned



	Balaclava Mines A.V.V.	Aruba	100%

	Balaclava S.A.	Peru	100%

	Minera Balaclava de Ecuador S.A.	Ecuador	100%





GENERAL DEVELOPMENT OF THE BUSINESS



The Company is engaged in the acquisition and exploration of mineral resource properties. As a result of a change in management in the spring of 1996, the Company commenced exploration work on several properties in the Yukon Territory, Canada.  Its present principal activities are focused on properties located in South America.  The Company intends to explore its properties with a long range objective of, if warranted, placing one or more of them into commercial production.  The underlying value of the mineral properties and related deferred costs is entirely dependent on the existence of economically recoverable reserves, the ability of the Company to obtain the necessary financing to complete development, and upon future profitable production.





DESCRIPTION OF THE BUSINESS



The Company has interests in or rights to acquire interests in the following properties which are material to the Company:



El Corazon Project, Ecuador



The El Corazon Project is made up of four exploration concessions covering a total of 18,390 hectares, located within the Western Cordillera of Ecuador, 60 kilometres northwest of the capital city of Quito.



Subject to Vancouver Stock Exchange acceptance, the Company has entered into agreements dated February 13, 1998 with Rodrigo Mena Vergara (the “Owner”), pursuant to which the Company has the option to acquire up to a 100% interest in the El Corazon Project.  The terms of the option are as follows:



In order to acquire a 70% interest in the Project, the Company must:



�make cash payments totaling US$560,000 and issue shares having a total value of US$100,000 as follows:



(i)	on signing		US$30,000 cash; shares worth US$65,000

(ii)	within 6 months	US$80,000 cash

(iii)	within 12 months	US$70,000 cash

(iv)	within 18 months	US$80,000 cash; shares worth US$35,000

(v)	within 24 months	US$90,000 cash

(vi)	within 30 months	US$100,000 cash

(vii)	within 36 months	US$110,000;



incur a least US$250,000 in exploration expenditures on the Project every six months, with a maximum of US$100,000 being allowed to be carried forward to the next immediate six month period;



incur minimum annual expenditures of US$40,000 in community service activities; and



within 42 months, deliver a feasibility study, and commit to make cash payments to the Owner equivalent to 1% of recoverable ounces identified in the study, payable over 18 months.



After the Company has earned a 70% interest, the Owner must attempt to sell his 30% interest to the best offer, and the Company has the right to match such offer in order to acquire a full 100% interest in the Project.  If the Owner does not receive any offers, his 30% interest will become a fully participating interest, subject to dilution to a 10% net profits interest.



The El Corazon Project is centred over a 10 kilometre circular breccia zone in Cretaceous andesitic lavas, in an area of very little bedrock exposure.  The apparent core of the breccia zone is now occupied by Tertiary rhyolite and granitoid intrusions.



Reconnaissance geochemistry by the Romanian Geological Survey in the late 1980’s identified stream sediments carrying anomalous concentrations of gold in the current El Corazon Project area.  Follow-up work conducted by RTZ Exploration from 1993 to 1997 included geological mapping, trenching and diamond drilling (12,682 metres in 71 holes).  Multiple irregular zones of high sulfidation gold mineralization hosted in silicified breccias were identified, with most of the exploration concentrated in two main areas, Tres Equis and Rio Verde.  Drilling returned results of up to 70.8 metres grading 2.3 g/t gold.  Gold mineralization is closely related to fine grained sulfides in brecciated and silicified andesite in close proximity to felsic intrusions.



The Company has commenced a program of structural re-interpretation, trenching and drilling in order to evaluate the economic potential of the El Corazon Project, and to date, has spent approximately $60,500 on exploration of the Project.



Huilacollo Property, Peru



Pursuant to an agreement dated February 4, 1997 with Jaime Suarez, the Company has been granted the option to acquire a 90% interest in the Huilacollo property in consideration of cash payments totalling US$1,757,750 payable as follows:

on signing	$13,500	(paid)

within 6 months	$13,500	(paid)

within 12 months	$28,750	(paid)

within 18 months	$34,500

within 24 months	$57,500

within 30 months	$86,250

within 36 months	$86,250

within 42 months	$172,500

within 48 months	$1,265,000



The Company also has a first right of refusal on the remaining 10% interest.



The Huilacollo Property is located in the Tacna Province of southern Peru, and consists of three semi-contiguous claims covering a total of 2,400 hectares.  The Property is comprised of five areas of pronounced hydrothermal alteration:  Cerro Andamarca ( 2 x 3km), Cerro Colorado (2 x 1.5km), Cerro Huilacollo (2 x 1.5km), Cerro Santa Elena (1 x 1km) and Cerro Soroche (1 x 1km).  These areas are considered to exhibit significant potential for gold bearing high sulphidation systems.



Work to date has focused primarily on the Andamarca and Andamarca Norte targets where a reverse circulation drilling program was completed during January, 1998 with 13 holes drilled for a total of 889 metres. Significant results included 38m @ 1.22 g/t gold + 19.6 g/t silver, and 36m @ 1.05 g/t gold.  Further metallurgical work and a complete assessment of the drill holes are planned.



The drilling results confirm the occurrence of widespread disseminated gold-silver mineralization at depth within the Cerro Andamarca zone.  Of the seven holes drilled at Cerro Andamarca, five ended in mineralization, including RCD-03 which returned 1.59 g/t gold at the base of the hole. Furthermore, there is evidence from holes RCD-05 and RCD-07 that the zone deepens and thickens to the north.  RCD-06 is believed to have been drilled close to a northeast trending fault zone.



To date, the Company has spent approximately $296,300 on exploration of the Huilacollo Property.



Brik Claims, Canada



The Company acquired the Brik Claims in June, 1996 by staking.  Pursuant to an agreement dated with Radius Explorations Ltd. dated September 10, 1997, Radius may earn an 80% interest in the Brik Claims by spending a minimum of $250,000 by December 31, 1998.  Thereafter, the Company will have the option to increase its interest from 20% to 50% by incurring an additional $400,000 of exploration expenditures.



The Brik Claims located near Dawson City, Yukon Territory, Canada, upstream from the historic Klondike alluvial goldfields and are characterized by a major magnetic anomaly developed along the regional Tintina fault zone.  Hydrothermal alteration has been mapped over an area of 400 x 500 metres and is open to the north and east.  In addition, anomalous gold and arsenic values have been identified over an area of 200 x 600 metres and are coincident with float blocks of brecciated jasperiods.



To date, the Company has spent approximately $18,000 on exploration of the Brik Claims.

SELECTED CONSOLIDATED FINANCIAL INFORMATION



See "Management Discussion and Analysis" herein for details and comparability of selected consolidated financial information for the fiscal years ended March 31, 1997 and 1996 of the Company, being the period during which material transactions have occurred in the business of the Company.  Total assets as at March 31, 1997 were $982,822 as compared to $302,491 as at March 31, 1996.  The Company has not declared any dividends, and does not intend to declare dividends in the foreseeable future.



MANAGEMENT=S DISCUSSION AND ANALYSIS



Results of Operations

The Company reported a net loss of $276,084 for the year ended March 31, 1997 ($53,704 in 1996), resulting from interest income of $6,381 ($229 in 1996), expenses of $198,445 ($53,933 in 1996), mineral properties written off of $102,913 ($Nil in 1996), and a gain on the write-off of accounts payable of $18,893 ($Nil in 1996).



Expenditures on Mineral Properties

During the year ended March 31, 1997, the Company incurred $383,135 in mineral property expenditures.  Of this amount, $133,787 was spent on Canadian properties and $249,348 was spent on Peru properties.



Liquidity and Capital Resources

As at March 31, 1997, the Company had issued 3,304,725 common shares for $1,288,289.  Subsequent to the year end, the Company raised an additional $362,750 from the exercise of purchase warrants and $2,984 from the issuance of additional principals’ shares.



The Company=s working capital as at March 31, 1997 was $520,428 compared to a working capital deficiency of $112,021 as at March 31, 1996.  At the end of the 1997 fiscal year, deferred expenditures on mineral properties totalled $383,135 compared to $Nil as at March 31, 1996.  Management believes that the Company will have sufficient funds to meet its general and administrative expenses, and property commitments over the 12 months following March 31, 1997.



Outlook

As a result of financings completed in May and December 1996,  October 1997 and January 1998, and warrant exercises in 1997, the Company has raised over $3.3 million in working capital in the past two years. This strengthened financial position provides the Company with the increased ability to act on new business opportunities and to enhance the value of its existing portfolio of mineral properties.



MARKET FOR SECURITIES



The Company's common shares are listed and posted for trading on the Vancouver Stock Exchange under the symbol BIL.



�DIRECTORS AND OFFICERS



The following table sets out the names of directors and officers, their municipality of residence, all offices of the Company now held by them, their principal occupations for the past five years, the period of time for which each has been a director of the Company, and the number of Common shares and options to acquire Common shares of the Company beneficially owned by each, directly or indirectly, or over which control or direction is exercised, as at the date hereof.  The term of office of each director expires at the next annual general meeting of the Company.



�

		Period as a		Percentage

Name, Position and	Principal Occupa-	Director of	No. of	of Issued

Municipality of Residence	tion or Employment(1)	the Company	Shares (1)	Capital

�



SIMON T. RIDGWAY	President of Mar-West	August 27, 1996	542,289	8.0%

Director, President,	Resources Ltd., Nov. 	to present

  & Chairman of the Board	1994 to present; Founder

Vancouver, BC	& President of Tombstone 

	Explorations Co. Ltd.,

	Feb. 1990 to Oct. 1993.

MARIO SZOTLENDER 	President (& formerly	May 10, 1996	207,967	3.1%

Director	Executive Vice-President)	to present		

Caracas, Venezuela	of Tombstone Explorations	

	Co. Ltd., August 1994 to 

	present; International

	Relations Consultant prior

	to 1994.



HENRY E. NEUGEBAUER	President of Orinoco	May 10, 1996	  66,666	1.0%

Director	Gold Inc. and formerly	to present

Vancouver, BC	Technical Consultant to

	Tombstone Explorations 

	Co. Ltd., August 1995 to 

	December 1996; Vice

	President Explorations,

	Tombstone Explorations,

	November 1994 to July 1995;

	Self-Employed Geological

	Consultant, prior to 

	November, 1994.



RICHARD P. CLARK	Chief Executive Officer	May 29, 1996	  33,334	0.5%

Director	(& formerly President) of	to present

North Vancouver, BC	Tombstone Explorations

	Co. Ltd., October 1993 to

	present; Solicitor, Bull,

	Housser & Tupper, 1988

	to 1993.



ALAN H. C. CARTER	Exploration Manager of	November 18, 1996	  50,000	0.7%

Director	Billiton Exploration Mining 	to present

Lima, Peru	Peru B.V., March 1998 to

	present; President of the,

	Company, Nov. 1996 to

	March, 1998; Exploration

	Manager of RTZ Mining and







�		Period as a		Percentage

Name, Position and	Principal Occupa-	Director of	No. of	of Issued

Municipality of Residence	tion or Employment(1)	the Company	Shares (1)	Capital

�



	Exploration in Bolivia, 

	Argentina, United Kingdom

	and Ecuador, 1990 to 1996.



SALLY WHITTALL	Corporate Secretary of	         N/A	    Nil	Nil

Secretary	Tombstone Explorations

Bowen Island, BC	Co. Ltd., Orinoco Gold

	Inc. and the Company;

	Legal Assistant, Bull, 

	Housser & Tupper,

��	July 1987 to March 1993

�	                                                Total as a Group:	903,256	13.3%







NOTE:



	The information as to principal occupation and shares beneficially owned is not within the knowledge of the management of the Company and has been furnished by the respective individuals.



The members of the Audit Committee of the Company are Richard Clark, Henry Neugebauer and Alan Carter.



ADDITIONAL INFORMATION



Additional information, including directors' and officers' remuneration and indebtedness, principal holders of the Company's securities, options to purchase securities and interests of insiders in material transactions, where applicable, is contained in the Company's Information Circular dated August 12, 1997 which relates to the annual general meeting of shareholders held on September 24, 1997.  Additional financial information is contained in the Company's audited financial statements for the fiscal year ended March 31, 1997, and in subsequent interim financial statements of the Company.



Copies of these documents will be provided to any person, on request to the Secretary of the Company.
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