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New |ssue

AQUILINE RESOURCESINC.
(amineral exploration company)

M aximum: 6,000,000 Flow-Through Common Shar es ($1,500,000)
Minimum: 1,200,000 Flow-Through Common Shar es ($300,000)
and
895,713 Units ($570,000)

I ssuable upon the Exer cise of 814,285 Special Warrants

This prospectus is being filed in connection with the digtribution (the “Offering”) of a
minimumof 1,200,000 “flow-through” common shares (* Flow-Through CommonShares’) and amaximum
of 6,000,000 FHow-Through Common Shares of Aquiline Resources Inc. (the “ Company”). The How-
Through Common Shares are being offered by First DeltaSecuritiesinc. (the*Agent”) ona“best efforts’
bass. See“Plan of Didribution”.

The Company will use the proceeds of the subscriptions for the FHow-Through Common
Shares to incur certain types of “Canadian exploration expensg’ (“CEE”) as defined in the Income Tax
Act (Canada) (the “Tax Act”) on or before December 31, 2001 and will renounce such CEE infavour of
subscribers for How-Through Common Shares on or before March 31, 2001 effective in 2000. This
renunciationwill entitle residents of the Provinces of Ontario and British Columbia to deduct for federal and
provincia income tax purposes 100% of the CEE which the Company hasrenounced inthar favour. See
“Use of Proceeds’ and “ Canadian Federa Income Tax Considerations’.

This prospectus is dso being filed to qudify the distribution of 895,713 units (“Units’) of
the Company which will be issued, without additional payment, upon the exercise of 814,285 specia
warrants (the “Specid Warrants’). Each Unit consists of one (1) common share of the Company
(“Common Share’) and one (1) non-transferable common share purchase warrant (“Warrant”). Each
Warrant entitles the holder thereof to purchase one (1) Common Share for aprice of $0.75 on or before
5:00 p.m. (Toronto time), on May 31, 2001.
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A total of 814,285 Specia Warrantswereissued ona private placement bassonMay 12,
2000 pursuant to an agency agreement (the “ Specia Warrants Agency Agreement”) dated asof May 12,
2000 betweenthe Company and First Delta SecuritiesInc. (the “ Agent”). The Specia Warrantsweresold
to investors at a price of $0.70 per Specid Warrant pursuant to prospectus exemptions under applicable
securities legidation.

The Specid Warrants were issued pursuant to a specid warrant indenture (the * Specia
Warrant Indenture’) dated May 12, 2000 between the Company and Pacific Corporate Trust Company
(the“Trusteg’). The Specid Warrants may be exercised by their holders at any time prior to 5:00 p.m.
(Toronto time) on the date that is the earlier of: (i) the fifth business day after the day on which areceipt
for a(find) progpectusisissued by the Ontario Securities Commission (*OSC”) qudifying the distribution
of the Common Shares and Warrants comprising the Units issuable upon the exercise of the Special
Warrants; and (ii) May 12, 2001. The Company undertook to use its reasonable efforts to prepare and
filein Ontario this progpectus qudifying the digtribution of the Common Shares and Warrants comprisng
the Units issuable uponthe exercise of the Specid Warrants and to useitsreasonable best effortsto obtain
arece pt for this prospectus fromthe OSC on or before 5:00 p.m. (Toronto time) on September 11, 2000
(the “Quidification Deadling”). A receipt for this prospectus was not issued by the OSC prior to the
QudificationDeadline. Accordingly, upon exercise, each Specid Warrant will entitlethe holder to acquire
1.1 Units, without payment of additional consideration, for each Special Warrant held. There is no
mar ket through which the Special Warrants may be sold and noneis expected to develop.

The outstanding Common Shares of the Company are listed on the Canadian Venture
Exchange under the trading symbol “AQI”. On May 11, 2000, the last trading day immediately prior to
the date the Company issued the Specia Warrants, the closing price of the Common Shares was $0.50.
On December 14, 2000, the dosing price of the Common Shares was $0.18. See “Price Range and
Trading Volume'.

The subscription price of the Special Warrants and the Flow-Through Common Shares
offered to the public was determined by negotiation between the Company and the Agent.

Priceto Agent’sV@
Subscribers Commission Net Proceeds®

Per Flow-Through Common Share. . . ........... $0.25 $0.02 $0.23

Totd Minimum Offering ................. $300,000 $24,000 $276,000

Tota Maximum Offering ................. $1,500,000 $120,000 $1,380,000
Per Special Wamant -« -« «vvvveeeeenn.. $0.70 $0.0245 $0.6755

Total Special WarrantsOffering ........... $570,000 $19,950 $550,050
Total Offerings

Minimum ......... . $870,000 $43,950 $826,050

Maximum ........coiiiiiii $2,070,000 $139,950 $1,930,050



Notes:

1) The Agent will be paid a commission of 8% of the gross proceeds of the sale of the Flow-Through Common
Shares pursuant to the Offering which will be paid out of its general working capital. See “Plan of
Distribution”. The Agent was paid a commission egual to 3.5% of the gross proceeds of the sale of the
Special Warrants. No additional fee will be payable to the Agent in connection with the issuance of the
Common Shares and Warrants upon the exercise of the Special Warrants. As additional compensation, the
Agent will be granted compensation options (* Compensation Options’) equal to 10% of the number of Flow-
Through Common Shares sold pursuant to the Offering. Each Compensation Option entitles the holder
thereof to purchase one Common Share at a price of $0.25 for a period of 12 months from the closing of the
Offering and for the 12 month period thereafter at a price of $0.2875. This prospectus qualifies the
distribution of 50% of the Compensation Options.

2 As additional compensation, the Company granted to the Agent a non-transferrable warrant (the “Broker’s
Warrant”) to acquire 50,000 Common Shares (the “Agent’'s Shares’) at a price of $0.75 per share on or
before May 31, 2001. This prospectus qualifies 40,714 Agent's Shares issuable upon the exercise of the
Broker’'s Warrant. See* Plan of Distribution” .

©)] Before deducting the estimated expenses of the Offering and the sale of the Special Warrants of $75,000,
which will be paid by the Company out of its general working capital.

Investment in the securities offered hereby should be considered to be highly
speculative duetovarious factors induding the nature of the Company’s businessand itspresent
stage of development. Investors must rely upon the experience and expertise of management
of the Company. The Company is an exploration and development company only and has no
proven ore body. None of the mineral prospects of the Company contain a known body of
commercial oreand any exploration programs thereon are exploratory searches for ore. See
“Risk Factors”.

Assuming the issuance of amaximum of 6,000,000 Flow-Through Common Shar es
andthe exer ciseof the Special Warrants, the offering price of $0.25 exceeds the consolidatednet
tangible book value attributable to each Common Share as at September 30, 2000, by $0.18,
representing a dilution factor of 71%. See*Dilution” .

Subscriptions will be received subject to rgjectionor alotment in whole or in part and the
right is reserved to close the subscription books at any time without notice. The closing of the Offering is
expected to occur on or about December 22, 2000 or such later date as may be agreed upon, but in any
event not later than December 31, 2000.

Certificates evidencing the How-Through Common Shares and the Common Shares and
the Warrantsissuable uponthe Special Warrantswill be available for ddivery at the Closing of the Offering.

Certain legd matters rdding to the securities offered hereby will be passed upon by
Aylesworth Thompson Phelan O’ Brien LLP on behdf of the Company and by Macleod Dixon on behaf
of the Agent.
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The Offering will be made on a*best efforts’ basis through the Agent as agent for aperiod
of not more than sixty (60) days following the date on which the find receipt isissued for this prospectus
by the OSC and the British Columbia Securities Commission (“BCSC”). All subscriptions for Fow-
Through Common Shares mugt be made through the Agent, who will deposit same accompanied by
payment of $0.25 for each Flow-Through Common Share with Aylesworth Thompson Phelan O'Brien
LLP (the “Deposit Agent”) for acceptance by the Company or returnto the subscribers. All subscription
proceedswill be hed by the Depost Agent until paymentsfor the Minimum Offering arereceived. Unless
payments for the Minimum Offering are so deposited within the said 60 day period, dl paymentswill be
returned forthwith to the subscribers without interest or deduction. See Plan of Distribution”.

AGENT:

First Delta Securities Inc.
55 Addaide Street East, Suite 410
Toronto, Ontario
M5C 1K6
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PROSPECTUS SUMMARY

This information is a summary only and is qualified by the more detailed information appearing elsewhere in this
prospectus.  Capitalized terms appearing herein and not otherwise defined have the respective meanings ascribed
thereto elsewhere in this prospectus.

The Company

The Company is engaged in the exploration and development of minerd properties. The
Company holds various interests in 9x platinum group meta properties located near Sudbury, Ontario.
See “Business of the Company”.

The Offering

Offering: A minmum of 1,200,000 Flow-Through Common Shares and a
maximum of 6,000,000 FHow-Through Common Shares. The
Company will use the proceeds from the sde of the Flow-Through
Common Shares to incur quaifying CEE on or before December 31,
2001 and will renounce such CEE in favour of the subscribers for
Flow-Through Common Shares on or before March 31, 2001,
effective in2000. See“Useof Proceeds’. Thisrenunciationwill entitle
residents of the Provinces of Ontario and British Columbiato deduct
forfederal and provincid income tax purposes 100% of the CEE which
the Company has renounced in their favour.

Offering Price: $0.25 per Flow-Through Common Share
Amount: Minimum: $300,000
Maximum: $1,500,000
Private Placement of 814,285 Specid Warrants were issued and sold on May 12, 2000
Special Warrants: pursuant to prospectus exemptions under applicable securities

legidationat apriceof $0.70 per Special Warrant, for grossproceeds
of $570,000. The Specid Warrantswereissued pursuant to theterms
of the Speciad Warrant Indenture. Each Special Warrant entitles the
holder thereof to acquire 1.1 Units at no additiona cost & any time
prior to 5:00 p.m. (Toronto time) onthe date that isthe earlier of: (i) the
fifthbusiness day immediately following the day on which areceipt for
this prospectusisissued by the OSC; and (i) May 12, 2001.



Use of Proceeds:

Dilution:

The Company agreed to use its reasonable efforts to obtain a final
receipt for this progpectus fromthe OSC onor before the Qudification
Deadline. A receipt for this prospectus was not issued by the OSC
prior to the Qualification Deadline. Accordingly, upon exercise, each
Specia Warrant will entitle the holder to acquire 1.1 Units without
payment of additiona consideration, for each Specid Warrant held.

The aggregate net proceeds to the Company of the Offering, after
payment of the Agent’ sfeeand estimated expenses of the Offering will
be $1,500,000 if the Maximum Offering is sold and $300,000 if the
Minimum Offering is sold. The gross proceeds to the Company from
the sde of the FHlow-Through Common Shareswill be used to carry out
the exploration program recommended by G.M. Hogg & Associates
Ltd. in the report dated July 14, 2000 as amended pursuant to an
addendum dated November 25, 2000 (collectively, the “Hogg

Report”).

The balance of the net proceeds $1,500,000 if the Maximum Offering
is0ld and $300,000 if the Minimum Offering is sold will be added to
the Company’s general working capital. See“Use of Proceeds’.

The Company received gross proceeds of $570,000 from the issue of
the Special Warrants. The net proceedsto the Company fromthe sde
of the Special Warrants, after payment of the Agent’s fees and the
expenses incurred in connection with the Offering and the sale of the
Speciad Warrants, being gpproximately $75,000 will be used by the
Company to carry out the exploration program recommended in the

Hogg Report.

Asauming the issuance of a maximum of 6,000,000 Flow-Through
Common Shares and the exercise of the Special Warrants, the offering
price of $0.25 exceeds the consolidated net tangible book vaue
atributable to each Common Share as at September 30, 2000, by
$0.18, representing a dilution factor of 71%. See“Dilution”.




Dividend Poalicy:

Risk Factors:

No dividends have been paid to date by the Company. The Company
has no fixed dividend policy. Payment of dividends in the future will
depend upon, among other factors, the earnings, capitd requirements
and financid conditions of the Company. The Company intends to
retain earnings to finance future growth of its business and operations,
including exploration and development programs and, therefore, does
not anticipate that any dividends will be paid in the foreseeable future.

An investment in the securities offered hereby should be considered
speculative. In evauating the securities offered hereby, prospective
investors should consder a number of risk factors, including:

() Nature of Mineral Exploration: the exploratiion for and
development of minerd deposits involves Sgnificant risks which even
acombinationof careful evaluation, experienceand knowledge may not
diminae

(i) Lack of Commercial Deposits none of the Company’ smineral
property interestsisin production, none of itsmineral property
interests contain a known body of commercial ore and any
exploratory programs thereon are exploratory sear chesfor ore;

(i) Funding Requirements minerd explorationinvolvesfinancid risk
and capitd investment; the Company’s only means of acquiring
invesment capitd is by means of the sde of equity shares or rightsto
buy equity shares and thereis no assurance that the Company will be
ableto rase additiond financing in the future;

(iv) Mining Risks and Insurance: the busness of mining is generdly
subject to a number of risks and hazards, insurance for which is
generdly not avallable;

(v) Government Regulations and Environmental Matters: the
Company’ s activitiesare subject to extengve laws and regulations and
the Company may become subject to Sgnificat liabilities for
environmenta damage resulting fromitsexplorationactivitiesor for any
subsequent devel opment;

(vi) Mining and Investment Policies: changesinmining or invesment
policies and regulations which cannot be accurately predicted may
adversdy affect the Company’ s business,

(vi) Title no assurance can be given that the Company’s minerd
properties are not subject to prior unregistered agreements or interests,
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(viil) Competition: the Company encounters competition from other
companies, some of which have greater financial resources and
technicd fadilities than the Company;

(ix) Precious and Base Metal Prices: market fluctuationsin the price
of platinum, paladium and other precious and base metals may render
Ore reserves uneconomic;

(X) Potential Absence of Market: there is no assurance thet aliquid
trading market for the Common Shares will be sustained after the
Offering;

(xi) Dependenceon Key Senior Officers. the Company’ ssuccesswill
largely depend on the efforts and ahilitiesof certain key senior officers,

(xii) Conflicts of Interest: certain of the directors and officers of the
Company aso serve as directors and/or officers of other companies
involved in naturd resource exploration and development and
consequently there existsa possibility for such directors and officersto
be in a pogtion of conflict;

(xiii) Additional Financing: the Company requires substantial capital
to pursue its operating strategy and there can be no assurances that
such capita will be available to the Company; and

(xiv) Income Tax Risks: the Company may be unable to incur and
renounce expensesthat qudify for CEE inanamount equal to the gross
offering price of the Flow-Through Common Shares. See “Risk
Factors’.
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METRIC CONVERSION TABLE

To convert from metric Tolmperial Divide By
Hectares Acres 0.404686
Kilometres Miles 1.609344
Grams Ounces (troy) 31.1035
Kilograms Pounds 0.453592
Tonnes Short tons® 0.907185
Gramg/tonne Troy ounce/short ton 34.2857
Metres Yards 0.9144
Notes:
(0] A short tonne is 2,000 pounds and a metric tonne is 2,204.622 pounds.
GLOSSARY

Thefollowing isaglossary of certain geologica termswhich are used in this prospectus,
including the prospectus summary.

“anomaly” means a departure from the expected or normal.

“anorthosite” means avariety of gabbroic igneous rock consisting mainly of plagioclase feldspar.
“Au’” meansgold.

“Cu” means copper.

“disseminated” means a scattered distribution of mineras throughout arock body.

“fault” means a fracture aong which there has been displacement.

“feldspar” meansagroup of rock forming minerds which are light in colour and contain duminum and
glicon.

“char geability” means ameasure of dectricd capacitance which, when high, indicates the presence of
disseminated conductive components within arock unit.

“gabbro” means a dark, granular igneous rock composed of cryddline pyroxene, hornblende and
plagioclase feldspar.

“gabbro-anorthosite” meansintercaated or intermixed unitsof gabbroic and anorthositic igneous rocks.
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“gabbronorite’ means avariety of gabbroic igneous rock conssting mainly of pyroxene and plagioclase
feldspar.

“igneous’ meansarock which solidified from molten materid.

“intruson” means an igneous rock mass formed by injection of magma into pre-existing rock.
“mafic’ means an igneous rock with abundant, dark coloured, iron and magnesium rich mineras.
“magma’ means naturally occurring molten rock materid.

“Ni” means nickd.

“pentlandite” meansanickd, iron sulphide minerd that is an important ore of nickd.

“plutonic” means an igneous rock that formed at great depth.

“pluton” means alarge mass of igneous rock of deegp-seated origin.

“Precambrian” meansthat period of geologicd time older than gpproximately 570 million years.
“Proterozoic” meansthat period of geologica time which isthe latest part of the Precambrian.

“pyroxenite” means a rock composed manly of pyroxene, a dark coloured minerd rich in iron and
magnesum.

“guartz’ meanscryddline slica, alight coloured rock forming minerd.

“sedimentary” means layered rocks formed from the consolidation of sediment.

“subcrop” means a near-surface bedrock occurrence with light overburden cover.

“sheared” means rocks which have been deformed by stresses that caused differentid movement.
“strike” meansthe direction of planar geologica festure measured on a horizontal surface.

“sulphides’” means minerds containing sulphur in combination with metdliferous eements, in this case
mainly iron, nickel and copper.

“volcanic” means rocks that formed in a volcano.
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ELIGIBILITY FOR INVESTMENT

Inthe opinionof Aylesworth Thompson Phelan O’ Brien LL P, counsel to the Company and
Macleod Dixon, counsd to the Agent, the Common Shares, the Special Warrants, the Warrants and the
Flow-Through Common Shareswill dl be qudified invesmentsunder the Income Tax Act (Canada) (the
“Tax Act”) for trusts governed by registered retirement savings plans, registered retirement income funds
and deferred profit share plans (collectively “ Deferred Plans’) and registered education savings plans.

In the opinion of Aylesworth Thompson Phelan O'Brien LLP and Macleod Dixon, the
Common Shares, the Specid Warrants, the Warrants and the Flow-Through Common Shares do not, as
of the date hereof, condtitute “foreign property” under the Tax Act for Deferred Plans and other entities
subject to Part X1 of the Tax Act. Thislatter opinion is based upon representations provided to counsel
that the Company satisfies the “ substantial Canadian presence” test under the Tax Act. The Company has
advised counsd that it expects to continue to satidy the “subgtantid Canadian presence’ test in the
foreseeable future.

DETAILSOF THE FLOW-THROUGH OFFERING

The Offering of How-Through Common Shares condsts of a Minimum Offering of
1,200,000 How-Through Common Shares and a Maximum Offering of 6,000,000 Flow-Through
CommonsShares. The Company will usethe proceeds of the subscriptionsfor the How-Through Common
Sharesto incur certain types of “Canadian exploration expense” (“CEE”) as defined in the Income Tax
Act (Canada) (the “Tax Act”) onor before December 31, 2001 and will renounce such CEE in favour of
subscribers for Fow-Through Common Shares on or before March 31, 2001 effective in 2000. This
renunciationwill entitle resi dents of the Provinces of Ontario and British Columbia to deduct for federal and
provincia income tax purposes 100% of the CEE which the Company has renounced in their favour.

The offering will be made on a*“best efforts’ basis through the Agent for a period of not
more than sixty (60) days following the date on which the find receipt for this prospectusisissued by the
OSC and the BCSC. All subscriptions for How-Through Common Shares must be made through the
Agent, who will deposit shareaccompanied by payment of $0.25 for each Flow-Through Common Share
with the Depost Agent for acceptance by the Company or return to the subscribers. All subscription
proceeds will be hdd by the Deposit Agent until paymentsfor the Minimum Offering arereceived. Unless
payments for the Minimum Offering are deposited within the said 60 day period, al payments will be
returned forthwith to the subscribers without interest or deduction.

DETAILSOF THE SPECIAL WARRANTS OFFERING
The Company previoudy issued 814,285 Specia Warrants. The Special Warrants were

sold at aprice of $0.70 per Specia Warrant pursuant to prospectus exemptions under gpplicable securities
legidation.
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The Special Warrantswereissued pursuant to the Special Warrant Indenture and must be
exercised by their holders at any time prior to 5:00 p.m. (Toronto time) onthe date that isthe earlier of (i)
the fifth business day after the day on which a receipt for a (find) prospectus is issued by the OSC
queifying the digtribution of the Common Shares and Warrants comprisng the Units issuable upon the
exercise of the Special Warrants; and (i) May 12, 2001. The Warrants comprisng apart of the Unitswill
be issued pursuant to the terms of a warrant agreement (the “Warrant Agreement”) dated the 12" day of
May, 2000 between the Company and the Trustee. Each Warrant entitles the holder to acquire one
Common Share at an exercise of $0.75 per share on or before 4:30 p.m. (Toronto time) May 31, 2001.
The Warrants are not transferable. Holders of Warrants will have no voting right, pre-emptive right or
other right attaching to the Common Shares. The Warrant Agreement contains provisons designed to
protect the holders of Warrants againgt dilution upon the happening of certain events. See “Description
of Securities- Warrants’.

The Company undertook to use its reasonable efforts to prepare and file in Ontario this
prospectus qudifying the didtribution of the Common Shares and Warrants comprising the Unitsissuable
uponthe exercise of the Speciad Warrants and to use its reasonable best effortsto obtain areceipt for this
prospectus from the OSC on or before 5:00 p.m. (Toronto time) on September 11, 2000 (the
“Qudification Deadling”). A receipt for this prospectus was not issued by the OSC prior to the
QudificationDeadline. Accordingly, uponexercise, each Special Warrant will entitle the holder to acquire
1.1 Units, without payment of additional consderation, for each Specid Warrant held.

THE COMPANY

The Company was incorporated on May 3, 1988 by the filing of a Memorandum and
Articles under the Company Act (British Columbia). The head office of the Company is located at Suite
2018, 20 Queen Street West, Toronto, Ontario M3H 3R3 and its registered office is located at 2100 -
1111 West Georgia Street, Vancouver, British ColumbiaV7X 1K9.

Thefalowing chart sets out the Company’ s corporate structure including dl subsidiaries
and thelr respective jurisdictions of incorporation:

Aquiline Resources Inc.

(British Columbia)
100% 100%
MineraAquilon SA.deC.V. MineraSan Isdro SA.deC.V.
(Mexico) (Mexico)

The Company has two subgdiaries in Mexico, Minera Aquilon SA. deC.V. (“Minera
Aquilon™) and Minera San Isidro (“Minera San I1sdra”) SAA. de C.V. (collectively, the “ Subsdiaries’),
which were formed to fadilitate the acquistion, exploration and development of minerd properties in
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Mexico. The Subgdiaries are inactive except to the extent that the Company and the Subsidiaries
commenced an action to recover ownership of the La Jojoba Property. See“Lega Proceedings’.

BUSINESS OF THE COMPANY
The Company is engaged inthe businessof acquiring and exploring plainum and paladium
metal properties in northern Ontario and exploring and developing such properties independently, or
through joint ventures, as appropriate. The Company currently holds interests in six properties in the
Sudbury region of Ontario that are being explored for platinum group meta (“PGM”) deposits, which
conss of the following:
Platinum Group Metal Prospects

North Dana Property

Pursuant to an agreement dated February 18, 2000 (the “North Dana Property
Agreement”) between the Company and Gary Kosy of Kirkland Lake, Ontario, the Company purchased
a100% interest in the two minerd clamslocated inDana and Pardo Townships, Ontario, comprising 24
units from Gary Kosy in consideration of the payment of $20,000 and the issuance of 50,000 Common
Shares. The North Dana Property is subject to a 3% net smelter return royaty in favour of the vendor.

Loughrin Property

Pursuant to a letter agreement (the “Loughrin Property Agreement”) dated August 25,
1999 between the Company and Thomas Obradovich (“Obradovich”) of Kirkland Lake, Ontario,
Obradovich granted the Company an option to acquire a 100% interest innine mineral daims comprisng
136 units located in Loughrin Township, Ontario (the “Loughrin Property”). In order to earn a 100%
interegt in the Loughrin Property, the Company must pay an aggregate of $100,000 over a 3 year period,
issue 200,000 Common Shares and incur anaggregateof $200,000 of explorationexpenditures ($50,000
inthe firgt two years and $100,000 inthe third year). The Loughrin Property issubject to a2% net smdlter
return royaty in favour of the optionee.

Central Property

Pursuant to aletter agreement (the “ Central Property Agreement”) dated March 28, 2000
between the Company and Anaconda Uranium Corporation (“Anacondd’), 1 Eglinton Street East, Suite
515, Toronto, Ontario, M4P 3A1, Anaconda granted the Company an option to earn 100% interest in
three minerd daims congsting of 32 units located in Dana Township, Ontario (the “Centra Property”).
In order to earn a 100% interest in the Central Property, the Company must pay $50,000 and issue
150,000 Common Shares to Anaconda with an obligation to issue afurther 150,000 Common Shares if
the Central Property becomes subject to a positive pre-feasibility sudy and a full feasibility study is



16

conducted. The Centra Property issubject to a3% net smelter return royaty in favour of aformer vendor
of the property.

River Valley Property

Pursuant to asub-option agreement (the “River Valey Agreement”) madeas of the 4™ day
of March 1999 between Mustang Gold Corp. (now Mustang Minerds Corp.) (“Mustang’), 120 Addaide
Street West, Suite 514, Toronto, Ontario, M5H 1T1 and the Company, Mustang granted the Company
an option to earn a 70% interest in and form ajoint venture for the exploration and development of 9
minerd dams congding of 96 units located in Henry, Janes, Dana and Crerar Townships, Ontario (the
“River Vdley Property”). Inorder to earn a70% interest in the River Valey Property, the Company must
pay $90,000 incashover two years, issue 100,000 Common Shares and incur an aggregate of $500,000
of exploration expenditures over a three year period. Upon earning a 70% interest, the Company will
become the operator of the joint venture. The River Valey Property is subject to a3% net smelter return
royaty in favour of aformer vendor of the property.

East Bull L ake Property

Pursuant to a letter agreement (the “ Freewest Agreement”) dated April 1, 1999 between
the Company and Freewest Resources Canada Inc. (“ Freewest”), 800 René-L évesque Boulevard, Suite
1525, Montreal, Quebec, H3B 1X9, Freewest granted to the Company an option to acquire a 50%
interest in and form ajoint venture for the explorationand devel opment of three minerad daims comprising
16 damunitslocated inthe East Bull L ake area approximately 60 kmwest of Sudbury, Ontario. 1n order
to earn a 50% interest in said dams the Company must pay Freewest $10,000 cash, issue 50,000
Common Shares and incur an aggregate of $200,000 of exploration expenses, $100,000 of exploration
expenses to be incurred on or before the firg anniversary and $100,000 on or before the second
anniversary. The Company isthe operator of the East Bull Lake Property during theearn-in period. Upon
earning a 50% interest, the Company shdl initidly be the operator of the joint venture. The Company will
be responsible for dl of the administrationand explorationwork associated withthe property and will keep
Freawest informed of al progress and expenditures. Each party will have aright of firg refusd over the
other’sjoint venture interest.

In addition, pursuant to aletter agreement (the “Mustang Agreement”) dated March 31,
1999 betweenthe Company and Mustang, Mustang granted the Company anoptiontoearna50% interest
in one minerd daim contiguous to the above-noted claims held by Freewest. In order to earn a 50%
interest in the claim, the Company must pay Mustang $22,500 incash, incur an aggregate of $150,000 of
exploration expenditures over a3 year period and issue 100,000 Common Shares. The minerd clams
contemplated in the Freewest Agreement and the Mustang Agreement are collectively referred to as the
“East Bull Lake Property”.
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Dana Property

Pursuant to an agreement dated October 16, 2000 (the “Dana Agreement”) betweenthe
Company and Dumont Nickle Inc. (*Dumont”), P. O. Box 1146, Kirkland Lake, Ontario P2N 3M7,
Dumont granted the Company anoptionto acquirea 100% interest in four minerd claims located in Dana
Township, Ontario (the “Dana Property”) for aggregate consideration of $60,000. A first payment of
$10,000 has been paid and upon receipt of regulatory approva, 50,000 Common Shares will be issued
at $0.30 per share for aggregate consideration of $15,000. A fina payment of $35,000 is due upon the
firg anniversary of the Dana Agreement and may be made in cash or in Common Shares, the price to be
determined by the average price of the Common Shares in the ten trading days preceding October 18,
2001. The Dana Property is subject to a 2% net smelter royalty in favour of a former vendor of the

Property.

Geologist’s Report

Glenn M. Hogg, P. Eng. of G.M. Hogg & Associates Ltd. prepared areport dated July
14, 2000 entitled “ Summary Report on the Property Holdings of Aquiline Resources Inc.”, as amended
pursuant to an addendum dated November 25, 2000 (collectively, the “Hogg Report”). Thefull text of the
Hogg Report isavailable for ingpectionat the head office of the Company, at Suite 2018, 20 Queen Street
West, Toronto, Ontario M3H 3R3 during norma business hours a any time during the period of
digtributionof the Flow-Through Common Shares and for 30 days theregfter. The following is extracted
from the Hogg Report:

Physiography, Access

The River Vdley Area lies gpproximately 60 kilometers east of Sudbury and is easily
accessible therefromvia Highways 17 and 539 to the village of River Vdley. From thispoint Highway 805
and unimproved roads alow reasonably good access throughout the area. Electric power lines extend to
the village of River Vdley.

The East Bull Lake Arealis located about 80 kilometers west of Sudbury. It is reached
via40 kilometers of secondary highway (553, 810) whichrun north from the town of M assey on Highway
17. Logging roads extend through the area affording good interior access. Electric power lines run afew
kilometers north of Massey.

The regionistypicd of the glaciated Canadian Shield with cold winters, warm summers
and adequate rainfal. It contains numerous lakes draining to the south through swampy aress, creeks and
rivers. Spruce, poplar, birch and pine are common to the area. Topographic relief is muted, rarely
exceeding 10 to 20 meterslocdly, with higher ground containing abundant outcrop.
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The economy of these areas rests on logging, pulp mills tourism and mixed farming.
However, lyingin proximity to Sudbury they have accessto alabour pool and infrastructure suitable to the
support of mining operations.

Inrespect to mining some copper-nickel occurrences have been located and explored in
both the River Vdley and East Bull Lake areasin the past, but no production has been reported. Some
gporadic quarrying operations for building stone are carried on in the River Vdley area.

Platinum Group Metals

Matinum group metas, withgold, are among the most rare naturdly occurring eementsin
the earth’ scrust. Therearesix of them, paladium and platinum being the most common of thegroup. They
are normally associated with mafic to ultramafic rocks (those high in iron and magnesium content and
defident in slica), and particularly with layered intrusve bodies in which variegated mafic to ultramafic
horizons exist. Such horizons, or layers, may be afew tens to hundreds of meters in thickness. Higher
PGM concentrations are found within certain of these horizons, most commonly associated withultrabasic
members within and at the contacts of the sequence. The average PGM content of such intrusive bodies
is gpproximately 1 part per billion(ppb), or 0.001 grams per tonne, so whenvauesinthe range of 50 ppb
(0.05 grams per tonne) or greater are encountered in considerable frequency the area is indicated as
anomaous in PGM content and warrants more detailed examination. Thusarecurring PGM content inthe
range of 50 ppb is consdered “sgnificant” in terms of exploration.

In mining, PGM concentrations in the order of 1.0 to 1.5 grams per tonne over open
pittable dimensons are required, depending to some extent on what elements are in preponderance. A
typica ore section will yidd vaues ranging from say, 20 grams per tonne to trace over widths of severa
tens of meters, which will conditute a zone of “economic sgnificance’. It should be noted that these
comments refer to disseminated deposits hosted by layered intrusves in which PGM minerdization is
normaly accompanied by smdl amounts of gold, nickel and copper which can be recovered as by-
products. Some PGM production aso originates as a by-product from massive sulphide nickel-copper
deposits of the Sudbury type, but such deposits are not known to occur within the areas under
congderation.

Mining History
East Bull Lake Area

The areawasorigindly prospected and mapped during the early 1900's in conjunctionwith
the development of the nickel-copper deposits of Sudbury. Some nickel-copper prospectswere reported
within the southeastern part of the East Bull Lake gabbro-anorthosite intrusion but no concentrations of
economic proportions were identified. During the early 1980's part of the intrusion was placed under
moratorium by Atomic Energy of Canada Ltd. (“ Atomic Energy”) to be tested as astorage stefor nuclear
waste. 1n 1987 test drilling by Atomic Energy reveded the presence of sgnificant vauesin platinum group
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metas (“PGM") associated with copper and nickel sulphideswithinthe intrusve. The actud assay vaues
obtained by Atomic Energy were not released, but arereferredto asindicating an“ eevated plainum group
metal (PGM) content” which resulted in the lifting of the moratorium in the East Bull Lake area. This
generated subsequent surface sampling in the layered intrusve area by the Ontario Geologica Survey
(Open File Report 5849, 1993). Inthisreport itisnoted that 234 surface samplesweretaken inthisarea,
and of these 25% of the samplesreported valuesinexcess of 1 gram per tonne Pt + Pd, 4% of the samples
reported valuesin excess of 3 grams per tonne Pt + Pd, and the highest value reported was 9.4 grams per
tonne Pd, 2.5 grams per tonne P, 0.8 grams per tonne Au, 0.93 % Cu, and 0.74 % Ni. Thesevduesare
ggnificant in terms of exploration.

Since that time exploration by mining companies and geologica invedtigations by the
Ontario Minigtry of Northern Development and Mines have confirmed that the East Bull Lake intrusonis
alayered mdfic intrusonsmilar inmany respectstothe Bushwet Complex in South Africa, and may contain
economicaly viable PGM concentrations.

Mustang and Freewest acquired several dams through staking on the East Bull Lake
intrusive, and three of these dams were optioned to the Company in March, 1999. These clams are
located inthe central part of the intrusve complex dong aminerdized Sructure known asthe ParisenLake
DeformationZone. Mapping, sampling and Induced Polarization geophysica surveying have beencarried
out and test drilling has been dtarted.

River Valley Area

The River Vdley areaisunderlain by asmilar layered gabbro-anorthostic intrusion of the
Huronian-Nipissng Magmatic Bdlt. As in the case of the East Bull Lake intruson, uneconomic nickd-
copper prospectswerelocated inthe River Vdley intrusoninthe early 1900's and explorationfor sulphide
deposits was continued sporadicdly into the 1980's. With the recognition of PGM potentid during the
1990's, however, the entire intrusve complex was staked and geologicd studies were undertaken by the
Ontario Minigtry of Northern Development and Mines.

Large property holdersin the areaincluded Goldwright Explorations Inc. who optioned
ther dams in the northern and eastern part of the intrusion to Pacific Northwest Capital Corporation
(“Padfic Northwest) inthe late 1990's. Under ajoint venture with Anglo American Platinum Corporation
Limited (Amplats), Pacific Northwest proceeded with an extensive evauation program which led to the
discovery of their Dana Lake and Azen Creek PGM prospects during 1998 and 1999. Evauationwork
IS continuing with encouraging results reported.

Mustang aso acquired a substantial land pogtion in the intrusve area, and during 1999
optioned the River Vdley property to the Company. The Company aso acquired three additiona clam
groupsfromother land holdersinthe areaand is currently carrying out mapping, reconnaissance rock and
s0il sampling and geophysica work on these properties.
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General Geology of Project Areas
East Bull Lake Area

TheEast Bull L akelayered gabbro-anorthosite intrusionis one of the series of Precambrian
mefic plutons comprising the Huronian-Nipissng Magmétic Bdt whichextendsthroughthe Sudbury region
in a easterly direction. D.C. Peck et a of the Ontario Geological Survey have studied this intrusive
complex extensvely through the 1990's and have recognized sevenmgor dratigraphic zones within it the
complex.

The Eagt Bull Lake intrusion appears to have been emplaced along a profound WNW-
grikingfault locus of early Proterozoic age termed the Fol son L ake DeformationZone. A subsidiary ENE-
griking broadly sheared system known as the Parisen Lake Deformation Zone cuts the intrusion
approximately 2 kilometerssoutheast of Bull L ake, and disseminations of copper and nickel sulphides occur
withinit.

Inthe course of their studies D.C. Peck and his associates have identified three maintypes
of PGM/copper-nickel sulphide mineraization occurring within the intruson. These are (i) anorthositic to
pyroxenite feeder veins with the brecciated granitic footwall of theintrusion
which carry disseminations of sulphidesthat are enriched in PGM and gold content, (ii) disseminations of
PGM-bearing copper-nickd sulphides which occur within adigtinctive olivine-bearing gabbronoritte unit
lying in the upper part of the intruson, and (iii) PGM-bearing copper-nickd sulphides occurring within
quartz amphibole schigts localized within the Parisen Lake Deformation Zone.

Within this area Mustang is currently evauating the Bullfrog Zone (Type 1, lying to the
southeast of Bull Lake), and the Moon lake Zone (Type 2, lying to the east of Bull Lake). Induced
Polarization geophysica surveysin these areas have outlined anoma ous zones extending over lengths of
goproximately 1,000 meters and widths of 100 meters, and these are believed a response to the presence
of disseminated sulphide minerdization. Surface samples from these areas reporting as high as 16.48
g/tonne in PGM + Au have been obtained.

On the Company’s East Bull Lake Property which includes part of the Parisen Lake
Deformation Zone (Type 3, lying southeast of Bull Lake) surface samples reporting as high as 11.16
g/tonne PGM + Au have been obtained. A weakly minerdized grab sample taken from this deformation
zone returned values of 0.82 g/tonne PGM + Au, 0.085% Cuand 0.062% Ni confirming the presence of
PGM vduesin adgnificant range. The geology of the East Bull Lake Property areaisshownin Figure 1.

It isimportant to recognize, however, that the noted high values have been obtained from
rock samples taken from isolated bedrock exposures and do not reflect the overal tenor of acontaining
minerdized zone. What they do indicateisthat partsof the intrusive complex are subgtantidly enriched in
PGM + Au content and warrant thorough evaluation.
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Figure 2
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Figure3
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River Vdley Area

The River Vdley layered gabbro-anorthosite intrusonis another of the méfic plutons of the
Huronian-Nipissng Magmétic Belt, and is geologicdly smilar to the East Bull Lake intrusion. However,
it ismore extensve inarea and its emplacement appears to be associated with amgor deformation locus
known as the Granville Front. The Grenville Front separates the Southern Structural Province of the
Canadian Shield from the highly metamorphosed and folded rocks of the Grenville Province to the south.

With the recognition of the presence of devated PGM + Au vauesin thisintrusonmuch
of it was staked during 1998. Studies as to the geologicd nature and PGM potentid of the area were
undertaken by the Ontario Geological Survey at about the same time, these carried out by R.M. Easton
and J. Erominchuk. It was established that PGM + Au enrichment, associated with disseminations of
copper and nickel sulphides, occurred (i) within brecciated contact rocks, (i) in layered units within the
intrusion and (iii) in northwesterly-striking deformation or shear zones.

It will be noted that the Company’ s properties, withthe exceptionof the Central Property,
include areas dong the northern rim of the intrusion which isinterpreted to condtitute the basal contact of
the complex. Thisisin any case a highly irregular contact area dong which mafic units of the layered
intruson occur intercalated with brecciated gneissc host rocks ataining thicknesses of a few hundred
meters in places. In this environment the presence of copper and nickel sulphides in fractures and
disseminations accompanied by traces of bluish quartz constitute good indicators of the presence of
elevated PGM + Au vaues.

The most advanced exploration program in the area is that of Pacific Northwest which
commenced during late 1998. Mapping, stripping, extensve sampling, geophysica surveying and test
arilling have been carried out in the northern and centrd parts of their property area resulting in the
definition of geophysica anomalies and PGM prospects over a 6 kilometer strike length.

Current Exploration Operations, Results
General

Inthe Sudbury regiondl the PGM properties held by the Company are in the exploration
stage, and the scheduling of work on the five properties held is to some degree influenced by assessment
requirements and obligations in respect to option agreements. However, it is expected that exploration
work will be carried out on dl of them at some time during the current year.

Inrespect to exploration of these PGM propertiesa standard sequenceisemployed. First
the property is geologicaly mapped and reconnaissance soil and rock geochemica sampling carried out.
Depending on the results of this preiminary work Induced Polarization geophysical surveying is then
undertaken concentrating onareas indicated of promise, this method employed asit is particularly efficient
in outlining zones of prospective disseminated sulphide minerdization which are defined by a high
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chargeability response. Drilling and/or stripping and detailed surface sampling is then done to evauate
anomaous areas. This operationa sequence is being followed by the Company inthe East Bull Lake and
River Vadley aress.

Thusfar the East Bull Lake Property isthe most advanced insofar astarget areas have been
established and test drilling started. On the River Valey Property rock and soil geochemical sampling has
been carried out and geophysica surveying done. Sampling hasaso beeninitiated onthe Centra Property
and will be started on the Loughrin Property shortly, but thereis no data presently available concerning
these two properties so they will not be addressed in the following text.

In regard to the North Dana Property, Pacific Northwest inadvertently extended some
Induced Polarization survey lines over the southern part of the Company’s clams while tracing the high
chargeability anomay associated with their Dana Lake PGM Zone toward the north. Thisdata, which has
been supplied to the Company, indicatesthat the anomaly does extend onto the North Dana Property. At
present the Company is cutting grid lines over the southern part of the North Dana Property and
geophysicad surveying is scheduled to commence in the near future.

East Bull Lake Property

The generd geology of the East Bull Lake Property isillugtrated in Figure 1. The Parisen
Lake Deformation Zone, which varies from 50 to 125 meters in width, extends across the centra part of
the property areain a ENE to easterly direction. It isavariably sheared, steeply dipping structure which
has been interpreted by Peck et a (1993) to lie within inclusion-bearing gabbronorite of the lower part of
the layered intrusion. As noted, it contains weak to heavy disseminations of copper, nickdl and iron
sulphides as well as erratic concentrations of PGM + Au vaues.

Figure 2 showsthe Central Property areain greeter detail. The Central Property indicates
the location of strong to moderate chargesbility anomdies identified by Induced Polarization surveying
completed during February and March, 2000. In this geologica environment such responses can be
generated by disseminated sulphide minerdization or other extraneous features such as faulting. Some
additional rock geochemica sampling hasa sobeen carried out aong the deformation zone, and the highest
vaue reported in the confirmatory work was 5.80 g/tonne PGM + Au located on Line 4E in the vicinity
of the baseline.

Approximately 1,000 meters of exploratory drilling is planned to test anomaous areas and
gan geologicd information on the property area. This drilling program has started but no information as
to the extent and nature of mineralized zones is as yet available. Geologicdly, however, early results
indicate that little gabbronorite lies south of the Parisen Lake Deformation Zone, suggesting that this zone
liesat or very closeto the lower contact of the East Bull Lake Intrusion in thisvicinity. Should this prove
to be the case the deformation zone may be reclassified as a minerdized contact-related unit occurring
within the basd portion of the layered intrusion.
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River Valley Property

Geol ogica mapping of the River Valey property has disclosed the presence of méfic units
whichare bdieved basd to the layered intruson dong its northern contact with gneissic rocks. A total of
635 rock and soil geochemica sampleshave beentakenand analyzed, mostly from this contact area, and
Induced Polarization geophysicd surveying has been completed over much of the property.

Virtudly dl of the intruson within the property areais geochemicaly anomdousin alow
range for PGM, copper and nickd, with higher values concentrated a ong the northern contact and inthree
broad zones withinit. In thisingtance atota of 281 rock geochemical samples and 376 soil geochemica
samples were taken on the River Valley Property as of July 14, 2000 as shown in Figure 3. Of the 281
rock samplestaken 20% returned Pd+Pt vauesin excess of 50 ppb, and are thuscdearly anomaous. M ost
of these, induding the maximum reported vaue of 332 ppb Pd and 54 ppb Pt were from the northern
contact area of the layered gabbroic intruson. Geophysica surveying has defined two sizeable zones of
high chargeability within the layered intruson. One of these pardlds the contact in the northeastern
property area, and the other strikesin a northwesterly direction through the centrd part of the property.

Drilling will be required to test these areas further. However, ful andyss of geologicd,
geophysical and geochemica datawill be necessary prior to the sdection of hole location.

North Dana Property

Units of the River Vdley layered intruson extend through the northwestern part of Dana
Township and into the southwestern part of Pardo Township. In detail the contact zone is much more
irregular thanindicated congsting of intercalated units of gabbronorite and brecciated gneissic countryrock,
the former frequently containing PGM vaues associated with sparse copper and nickd sulphide
minerdization in fractures and disseminations.

Induced Polarization surveying by Pecific Northwest has outlined szegble areas of high
chargeshility extending about six kilometersin a southeasterly direction from the Dana-Pardo Township
boundary. As previoudy noted, in the course of this geophysica surveying some linesextended onto the
Company’s North Dana Property outlining an area of strong to moderate chargeability which may reflect
the presence of the minerdized contact zone.

Test drilling has been carried out by Pecific Northwest in what is termed the Discovery
Area. Hole RV-8, the most northerly of 13 holes so far completed, is located from 400 to 500 meters
south of the Company’ s property boundary. Itisreported to haveintersected aminerdized section grading
1.21 g/tonne PGM + Au over 130.5 meters. Included in this intercept were higher grade sections at 3.24
g/tonne PGM + Au, 0.16% Cuand 0.02% Ni over 7.20 meters, and 2.18 g/tonne PGM + Au, 0.17% Cu
and 0.03% Ni over 28.60 meters. Thepdladiumto platinumratiointhismineraized zoneis gpproximeatey
4:1. Samples of minerdized drill core have been sent to Amplats facilities for mineralogica study and
metdlurgicd tesing.
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Except for the extreme eastern portion, the Company’s North Dana Property is
topographicaly low and overburden-covered, this induding the southern part into which the high
chargeability anomaly hasbeentraced by Pacific Northwest. As such, it is not known at this time whether
or not the anoma ous responseindicatesthe presence of sgnificantly minerdized units of the contact zone
in subcrop. Should this prove to be the case, however, it may be that basa units of the intrusion extend
further west than geologicaly interpreted making the entire eastern portion of the Company’s property a
very dtractive exploration area.

Linecutting preparatory to Induced Pol arizationgeophysi ca surveying hasjust beeninitiated
on the North Dana Property. It is expected that this survey will commence within afew weeks. In this
case possibly magnetic surveying will aso be employed as basal mdfic units of the intrusion in subcrop
would be susceptible.

Conclusions

The Company has acquired fiveverywdl located propertieswithin layered mdfic intrusons
in the Sudbury region of Ontario. These intrusions have aready been shown to contain widespread
concentrations of platinum group eementswithassociated gold, copper and nicke vauesinarecoverable
range. Of the platinum group eements present in these intrusions paladium is in preponderance, a metal
in short supply because of arecent and radica increase in industrid use.

Estimated Cost of Program

The immediate objective of the Company’ s exploratory program inthe Sudbury regionis
the preliminary evauation of the PGM potentia of the five properties now held. The encouraging results
obtained to date by the Company and othersinthe East Bull Lake and River Vdley areasto date indicate
they could well contain economicaly viable PGM deposits and that exploration efforts are fully judtified.

Thestandard explorationapproachusedinthisenvironment hasbeendescribed. However,
it isdifficult to anticipate with accuracy what efforts may be required to complete a satisfactory primary
evauation of each of the Company’s properties. Drilling, for example, may not be necessary in some
cases. In the event that drilling is determined not to be necessary, the balance of the field codts, totaling
$250,000, as set out in the fallowing table, will not be incurred for such property.  Accordingly, the
fallowing tabulation of estimated costsinvolvedisprovided Smply to indicate the range of expendituresthat
will be reasonably required to meet this purpose. This tabulation contemplates the fidd cost of evauation
of one property over aperiod of 3 to 4 months.
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Geologica Mapping $8,500
Geochemicd Sampling $8,500
Geophysica Surveys, Linecutting $50,000
Test Drilling (1,500 meters) $100,000
Assaying $25,000
Compilation, Interpretation $20,000
Supervision $40,000
Adminigtrative Costs $15,000
Estimated Fidld Cost $267,000

Since five properties are involved the total maximum fidd cost for primary evauation will approximate
$1,335,000 over a period of about 12 months.

Gold and Silver Prospects

La Jojoba Property

The Company holds an interest in Sx concessions and two clams located inthe Mexican
State of Sonoraknown asthe “La Jojoba Property”. The Company’ sinterest in the La Jojoba Property
hasrevertedto the previous owner and the Company has commenced an actionin British Columbia against
various persons seeking damages. |f successful, the Company will commence anactioninMexico to seek
to have itsrightsin the La Jojoba Property reinstated. See “Lega Proceedings’. None of the proceeds
of the Offering or the Specia Warrant offering will be used for exploration of the La Jojoba Property.

Santa L ucia Property

The Company holdsthe right to acquire a 100% interest in three minerd clamslocatedin
the Mexican State of Sonora (the “ Santa Lucia Property”), subject to the payment of US$395,000 over
a4.5 year period. The SantalLucdaProperty issubject to al.25% net smdter returnroyaty. Noneof the
proceeds of the Offering or the Special Warrant offering will be used for exploration of the Santa Lucia

Property.

PLAN OF DISTRIBUTION
Offering of Flow-Through Common Shares

Pursuant to the agency agreement dated December 15, 2000 (the “ Agency Agreement”)
betweenFirgt Delta Securities Inc. (the “Agent”) and the Company, the Company hasagreed to issue and
the Agent has agreed to sell, as agent for the Company, on abest efforts basis, aminimum of 1,200,000
Fow-Through Common Shares and a maximum of 6,000,000 FHow-Through Common Sharesat aprice
of $0.25 per share subject to the termsand conditions of the Agency Agreement. This prospectusqudifies
the digtribution of the How-Through Common Shares.
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The Offering will be made on a*“best efforts’ basis through the Agent for a period of not
more than sixty (60) days following the date on which the find receipt isissued for this prospectus by the
OSC and the BCSC. All subscriptions for Fow-Through Common Shares must be made through the
Agent, who will deposit same accompanied by payment of $0.25 for each How-Through Common Share
with Aylesworth Thompson Phelan O Brien LLP (the “Deposit Agent”) for acceptance by the Company
or returnto the subscribers. Pursuant to a deposit agreement (the “ Depodt Agreement”) dated December
15, 2000 between the Company and the Deposit Agent, dl subscription proceeds will be held by the
Depost Agent until payments for the Minimum Offering are received. Unless paymentsfor the Minimum
Offering are so deposited within the said 60 day period, dl payments will be returned forthwith to the
subscribers without interest or deduction.

The Agency Agreement provides that the Company will pay to the Agent, for services
performed in connection with the Offering, 8% of the gross proceeds of the Offering.  Expenses of the
Offering are estimated to be $75,000 which, together with the Agent’ s fee, will be paid by the Company
out of its generd working capitd. Whilethe Agent has undertaken to useits* best efforts’ to sdll the Flow-
Through Common Shares, the Agent isunder no obligationto sdll or purchase any securities. Asadditiond
compensation, the Agent will be granted compensation options (“ Compensation Options’) equa to 10%
of the number of Flow-Through Common Shares sold pursuant to the Offering. Each Compensation
Option entitles the holder thereof to purchase one Common Share at a price of $0.25 for a period of 12
months from the closing of the Offering and for the 12 month period theresfter at aprice of $0.2875. This
prospectus qualifies the distribution of 50% of the Compensation Options.

Each purchaser of Flow-Through Common Shares will enter into an agreement with the
Company (the “How-Through Offering Agreement”) pursuant to which the Company will agreeto incur
quaifying CEE on or before December 31, 2001 equal to the gross offering price of the Flow-Through
Common Shares and to renounce on or before March 31, 2001, effective in 2000, such amount to the
purchasers of Flow-Through Common Sharesin relaion to their respective pro rata proportions of the
gross offering price of the How-Through Common Shares.

CEE incurred from the date a How-Through Offering Agreement is entered into by the
Company to December 31, 2000, may be renounced in favour of such purchasers effective on or before
December 31, 2000. CEE incurred in 2001 may aso be validly renounced to such purchasers effective
onor beforeDecember 31, 2000, to the extent that such CEE condtitutes*” grassroots’ expenses described
in paragraph (f) of the definition of CEE in the Tax Act.

The obligations of the Agent under the Agency Agreement are severd and may be
terminated at its discretion on the basis of its assessment of the state of the financid marketsand may a so
be terminated upon the occurrence of certain stated events.

The How-Through Common Shares have not been and will not be registered under the
United States SecuritiesAct of 1933, asamended (the “ 1933 Act”) or any state securitieslegidation, and
may not be offered or sold in the United States of America or its possessions or territories or to U.S.
persons unless registered under the 1933 Act and applicable state securities laws or an exemption
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therefrom isavailable. The Agent has agreed that, except as permitted by the Agency Agreement, it will
not offer or sdl suchsecuritiesas part of the distribution of the securitiesat any time withinthe United States
of Americaor itspossessionsor territoriesor to, or for the account or benefit of, U.S. persons. Inaddition,
until 40 days after the commencement of the Offering, an offer or sde of the Flow-Through Common
Shares within the United States of Americaby any dealer, whether or not participating inthe Offering, may
violate the regigtration requirements of the 1933 Act. Terms used in this paragraph have the meanings
ascribed to them by Regulation S under the 1933 Act.

Private Placement of Special Warrants

This prospectus qudifies for digtribution of 895,713 Units to be issued upon exercise or
deemed exercise of 814,285 Special Warrants that were issued and sold on May 12, 2000 at a price of
$0.70 per Specid Warrant. The Special Warrants were sold to investors on a private placement basis
pursuant to the agency agreement (the “ Specid Warrants Agency Agreement”) dated asof May 12, 2000
between the Company and First Ddta Securities Inc. (the “Agent”). The fee paid to the Agent in
connection with the private placement was $19,950, being $0.0245 per special warrant (3.5%). As
additional compensation, the Company issued the Agent a non-transferable warrant (the “Broker’s
Warrant”) to acquire 50,000 Common Shares at a price of $0.75 per shareon or before May 31, 2001.

Theterms and provisons of the Special Warrants are governed by the terms of the Specidl
Warrant Indenture. Each Specid Warrant entitles the holder thereof to acquire 1.1 Units, at no additiona
cost, a any time prior to 5:00 p.m. (Toronto time) onthe date that isthe earlier of: (i) the fifth busnessday
immediately following the day on which areceipt for a (final) prospectusisissued by the OSC qualifying
the digtribution of the Common Shares and Warrants comprising the Units i ssuable upon the exercise of
the Specia Warrants, and (ii) May 12, 2001.

The Specid Warrant Indenture contains provisions designed to protect the holders of the
Specid Warrants againg dilution upon the hgppening of certain events. If any subdivision, consolidation,
change or reclassfication of the Common Shares, any consolidation, amagamation or merger of the
Company withanother corporationor the transfer of dl or substantidly dl of the Company’ sasset occurs,
a proportionate adjusment or change will be made in the number and kind of securities issuable on the
exercise of the Specid Warrants, subject in each case to receipt of gpplicable regulatory approvals.
Holders of Specia Warrants will be advised of any such event by notice and mailed to the registered
holders address as set out in the register of warrantholders maintained by the Company. The holders of
Specid Warrants have no voting right, pre-emptive right or other right attaching to the Common Shares.

Pursuant to the Special Warrants Agency Agreement the Company agreed to use its
reasonable effortsto prepare and file in Ontario this pragpectus qudifying the ditribution of Unitsissuable
upon the exercise or deemed exercise of the Specia Warrants and to use its reasonable best efforts to
obtain arecealpt for this prospectus from the OSC on or before 5:00 p.m. (Toronto time) on September
11, 2000 (the “Qudification Deadling’). A receipt for this prospectus was not issued by the OSC prior
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to the Qudlification Deadline. Accordingly, uponexercise, each Specid Warrant will entitle the holder to
acquire 1.1 Units, without payment of additional consideration, for each Specia Warrant held.

DESCRIPTION OF SECURITIES
Authorized and I ssued Capital

The authorized capitd of the Company conssts of 100,000,000 Common Shares. Asat
the date hereof, there are 9,335,808 Common Shares issued and outstanding.

Common Shares

The holders of Common Shares are entitled to one votefor each share hdd at dl meetings
of shareholders of the Company and to receive dividends, if, as and when declared by the board of
directors. Inthe event of the liquidation, dissolution or winding up of the Company, the holders of the
Common Shares are entitled to receive those assets distributable to shareholders. The Flow-Through
Common Shares are the same as the Common Shares in dl respects except for the income tax benefits
associated withthe purchase of the FHlow-Through Common Shares. See* Canadian Federal Income Tax
Congderations’.

Warrants

Each one Warrant entitles the holder to purchase one Common Share at a the price of
$0.75 per share onor before 4:30 p.m. (Toronto time) May 31, 2001, after which time the Warrants will
be void and of no value. No fractiona Warrants will be issued upon the exercise of Specia Warrants.

The Warrants forming part of the Units offered hereunder will be governed by the
provisonsof the Warrant Agreement. The office of Pacific Corporate Trust Company, VVancouver, British
Columbia has been designated as the place at which Warrants may be surrendered for exercise or
exchange onor after their date of issuance. The Company may, from time to time, designate other places
at which Warrants may be surrendered for exercise or exchange.

The Warrant Agreement contains provisons designed to protect the holders of the
Warrants againgt dilution upon the happening of certain events. If any stock dividend or distribution of
Common Shares or securities convertible into Common Shares, any subdivision, consolidation, change or
reclassfication of the Common Shares, any consolidation, amalgamation or merger of the Company with
another corporation or the transfer of dl or subgantidly dl of the Company’s assets occurs, a
proportionate adjusment or change will be made in the number and kind of securities issuable on the
exercise of the Warrantsand, if applicable, the exercise price per Common Share, subject in each caseto
recei pt of gpplicable regulatory approvas. Holdersof Warrantswill be advised of any such event by notice
and mailed to the registered holders' address as set out inthe register of warranthol ders maintained by the

Company.
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No adjusment inthe exercise price or inthe number of Common Shares purchasable upon
exercise will be required to be made (a) unless the cumulaive effect of such adjusment or adjustments
would change the exercise price by at least 1% or the number of Common Shares purchasable upon
exercise by at least one one-hundredth of ashare or (b) if holders of Warrants are entitled to participate
inany event described above asthough they have exercised their subscriptionrights prior to the occurrence
of such event (other than in the case of a subdivison or consolidation of Common Shares).

The holders of Warrantswill have no voting right, pre-emptive right or other right attaching
to the Common Shares.

No certificate representing a fractiond share will be issued when a Warrant is exercised.
The holders of Warrants entitled to fractiona shares will not be entitled to any cash payment or other
compensation in lieu thereof.

Currently Outstanding Warrants

There are presently 475,000 common share purchase warrants issued and outstanding
which were issued on a private placement basis on January 13, 2000. The warrants are exercisable a a
price of $0.25 per share until January 13, 2001.

DIVIDENDS

No dividends have been paid to date by the Company. The Company has no fixed
dividend policy. Payment of dividendsin the future will depend upon, among other factors, the earnings,
capita requirements and financid conditions of the Company. The Company intendsto retain earningsto
financefuture growth of itsbusiness and operations, induding explorationand devel opment programs and,
therefore, does not anticipate that any dividends will be paid in the foreseeable future.

ACQUISITIONS
The Company hasacquired interestsinSx minerd properties|ocated inthe Sudburyregion
of Ontario pursuant to the North Dana Property Agreement, the LoughrinProperty Agreement, the Central
Property Agreement, the River Vdley Agreement, the Freewest Agreement, the Mustang Agreement and
the Dana Agreement. See “Business of the Company - Platinum Group Metal Prospects’.
COMMON SHARES SUBJECT TO ISSUANCE

Set out below are details of dl Common Shares subject to issuance pursuant to rights,
options, warrants, convertible securities and other agreements.



No. of Shares

500,000

895,713

895,713

50,000

330,000

475,000

70,000

Purpose
Options

Specid Warrants

Warrants

Broker's Warrants

Options

Warrants

Options
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Description of Term

Date of Issuec  October 19, 2000
Expiry Dae: October 19, 2005
Exercise Price; $0.30

Specia Warrants issued on May 12, 2000. Each Special
Warrant entitles the holder thereof to acquire 1.1 Units,
which is comprised of one Common Share and one Warrant,
a no additiond cost a any time prior to 5:00 p.m. (Toronto
time) on the date that is the earlier of: (i) the fifth business
day immediady following the day on which a receipt for
this prospectus is issued by the Ontario Securities
Commisson and (i) May 12, 2001. See “Plan of
Digtribution - Private Placement of Specid Warrants’.

Warrants issuable upon the exercise of Specid Warrants.
Each Warrant entittes the holder thereof to acquire one
Common Share for a price of $0.75 per share until May 31,
2001. See “Plan of Didgribution - Private Placement of
Specid Warrants'.

Date of Issue:
Expiry Dae
Exercise Price

Date of Issue
Expiry Date:
Exercise Price:

Date of Issue
Expiry Dae
Exercise Price:

Date of Issue:
Expiry Dae
Exercise Price:

May 12, 2000
May 31, 2001
$0.75

March 23, 2000
March 23, 2005
$0.27

January 13, 2000
January 13, 2001
$0.25

March 12, 1999
March 12, 2004
$0.15

CONSOLIDATED CAPITALIZATION

The following table sets out the outstanding capital of the Company as a September 30,
2000, November 30, 2000 and after giving effect to the Maximum Offering and the exercise of the Specia
Warrants:



Amount Outstanding
after giving effect to the
Maximum Offering and
Designation Outstanding as at Outstanding as at Exercise of the Special
of Security Amount Authorized | Sept. 30, 2000 Nov. 30, 2000 Warrants?®
Common Shares $unlimited $4,257,905 $4,241,406 $6,055,050
(100,000,000 shares) (9,675,808 shares) (9,335,808 shares) (16,231,521 shares)
Specid Warrants | ------ $570,000 $570,000 $Nil
(814,285 Specid (814,285 Specid (Nil Special Warrants)
Warrants) Warrants)
Notes:
D Unaudited.
2 Assuming that 814,285 Special Warrants are converted into 895,713 Units.
3) Does not include: (a) 900,000 Common Shares reserved for issuance pursuant to outstanding stock options

(see “ Executive Compensation - Sock Options’); (b) 895,713 Common Shares issuable upon the exercise
of 895,713 Warrants, (see “ Description of Securities - Warrants”); (¢) 475,000 Common Shares reserved for
issuance pursuant to warrants issued on January 13, 2000; (d) 50,000 Common Shares reserved for issuance
pursuant to the Broker’s Warrant; and (e) up to 600,000 Common Shares reserved for issuance pursuant to
the Compensation Options.

As a September 30, 2000 the Company had no long term debt and a deficit of

$3,115,458.
PRIOR SALES
The following table details the prior sales of Common Shares during the previous twelve

months:

Date of Issue Number of Shares Priceper Share Use of Proceeds

December 9, 1999 100,000 $0.15 Exercise of options

January 12, 2000 50,0002 $0.15 Exercise of options

January 13, 2000 210,000 $0.20 Acquisition of minera claims

February 18, 2000 133,333 $0.15 Settlement of debt

April 7, 2000 950,000 $0.15 Warking capital

April 13, 2000 100,000 $0.15 Exercise of options

June 8, 2000 200,000 $0.34 Acquisition of minerd claims

July 8, 2000 155,000 $0.15 Exercise of options

July 8, 2000 50,0009 $0.27 Exercise of options
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Date of Issue Number of Shares Price per Share Use of Proceeds
September 11, 2000 40,0007 $0.15 Exercise of options
September 21, 2000 70,000® $0.15 Exercise of options
October 24, 2000 35,0009 $0.15 Exercise of options
Notes:
Q) 50,000 options exercised by Marc Henderson and 50,000 options exercised by Christian von Hessert.
) 50,000 options exercised by Christian von Hessert.
3) 150,000 Common Shares purchased by Marc Henderson and 100,000 Common Shares purchased by Blaise
Yerly.
(4 60,000 options exercised by Marc Henderson and 40,000 options exercised by Daniel Fine, a consultant of
the Company.
(5) 120,000 options exercised by Christian von Hessert and 35,000 options exercised by Daniel Fine.
©) 50,000 options exercised by Christian von Hessert
@ 40,000 options exercised by Marc Hender son.
(€)) 70,000 options exercised by Marc Henderson.
9) 35,000 options exercised by Blaise Yerly.

EXECUTIVE COMPENSATION

Summary of Compensation

The following table isasummary of compensation paid to the Company’ schief executive

officer for each of the Company’ s three most recently completed fiscd years.

Annual Compensation Long Term Compensation
Awards Payouts
Other Securities | Restricted All
Name and Fiscal Annual Under Shares or Other
Position Y ear Compen- Options Restricted LTIP Compen-
of Principal Ending | Salary Bonus | sation /SARS® Share Units | Pay-Outs sation
Granted

Marc C. Henderson 1999 Nil Nil Nil 220,000 Nil Nil Nil
President @ 1998 Nil Nil Nil Nil Nil Nil Nil

1997 N/A N/A N/A N/A N/A N/A N/A
IreneM. Wilson 1998 $32,400 Nil Nil Nil Nil Nil Nil
Former President and 1997 $60,000 Nil Nil Nil Nil Nil Nil
CEO®
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Notes:

1) Stock Appreciation Rights. Note that no stock appreciation rights have been granted.

2 Mr. Hender son was appointed President of the Company on June 26, 1998.

3) Ms. Wilson resigned as the Company’ s President and Chief Executive Officer on June 26, 1998.

4) Options to purchase 220,000 Common Shares exercisable at $0.15 per share on or before March 12, 2004.
Stock Option Grants

The following information concerns the grant of options during the financial year ended
December 31, 1999 to the directors and officers of the Company.

Market Value of
Securities % of Total Securities
Under Optiong/SARSs Underlying
Options Granted to Exercise or Optionson
Granted Employeesin Base Price the Date of Grant® Expiration
Name # Financial Year ($/Security) ($/Security) Date
Marc C. Henderson 220,000 40.3% $0.15 $0.10 Mar. 12, 2004
Christian von Hessert 220,000 40.3% $0.15 $0.10 Mar. 12, 2004
BlaseF. Yerly 35,000 6.4% $0.15 $0.10 Mar. 12, 2004
Roger A. Kauffman 35,000 6.4% $0.15 $0.10 Mar. 12, 2004
Frank H. Fowler 35,000 6.4% $0.15 $0.10 Mar. 12, 2004
Notes:
1) Based on the closing sales price on March 10, 1999 which was $0.10. The Common Shares of the Company

did not trade on March 11, 1999.

Asof the close of business on December 14, 2000, the Company had outstanding options
to acquire an aggregate of 900,000 Common Shares as follows:

Number of Market Value
Group (number of Common Date on Date of Exercise Market Value on
per sons) Shares of Grant Grant Price Dec. 14, 2000 Expiry Date
Executive Officers (1) 145,000 Mar. 23, 2000 $0.27 $0.27 $0.18 Mar. 23,2005
155,000 Oct. 19, 2000 $0.30 $0.30 $0.18 QOct. 19, 2005
Directors (4)® 70,000 Mar. 12,1999 $0.10 $0.15 $0.18 Mar. 12, 2004
185,000 Mar. 23,2000 $0.27 $0.27 $0.18 Mar. 23, 2005
275,000 Oct. 19. 2000 $0.30 $0.30 $0.18 Oct. 19, 2005
Consultants (3)@ 70,000 Oct. 19, 2000 $0.30 $0.30 $0.18 Oct. 19, 2005
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TOTAL 900,000

Note:

Q) The number of options shown in the above table as having been granted to the directors of the Company does
not include the number of options granted to an executive officer who is also a director.

2 These options are held by Daniel Fine (as to 30,000 options), Martin Walter (as to 30,000 options) and Matt
Melnick (as to 10,000 options).

Stock Options Exercised and Held

The following information concerns the exercise and holding of options during the financid
year ended December 31, 1999 by the directors and officers of the Company and the financid year-end
vaue of unexercised options held, on an aggregated basis.

Aggregated Option Exercises During the Most Recently
Completed Fiscal Year and Fiscal Year End Option Values

Value of Unexercised in-the-
Securities Aggregate Unexer cised Options @ Money Options at
Acquired on Value at FY-End FY-End®
Exercise Realized # (6)]
# (%) Exer cisable/ Exer cisable/
Name Unexer cisable Unexercisable
Marc C. Henderson 50,000 Nil 170,000/Nil Nil/Nil
Christian von Hessert 50,000 Nil 170,000/Nil Nil/Nil
BlaseF. Yerly Nil Nil 35,000/Nil Nil/Nil
Roger A. Kauffman Nil Nil 35,000/Nil Nil/Nil
Frank H. Fowler Nil Nil 35,000/Nil Nil/Nil
Notes:
@ Options to purchase Common Shares.
2 Based on the closing sales price on December 31, 1999 which was $0.15.

Compensation of Directors

The Company has no standard arrangement pursuant to which directors are compensated
by the Company for their servicesinther capacity as directors except for the granting from time to time of
incentive stock options in accordance with the policies of the Canadian Venture Exchange and the British
Columbia SecuritiesCommission. During the most recently completed financid year, the Company granted
incentive stock options to purchase 545,000 Common Sharesto directors.
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USE OF PROCEEDS

The aggregate net proceeds to the Company of the Offering, after payment of the Agent’s
fee and estimated expenses of the Offering will be gpproximately $1,500,000 if the Maximum Offering is
sold and $300,000 if the Minimum Offering is sold. The gross proceeds to the Company from the sale of
the How-Through Common Shareswill be used to carry out the exploration program recommended inthe
Hogg Report. The Company received gross proceeds of $570,000 from the sale of the Specid Warrants.
The net proceeds of the sdle of the Specid Warrants, after payment of the Agent’ s fee and the expenses
incurred in connectionwiththe Offering and the sde of the Specia Warrants, being approximately $75,000,
will be used to carry out the exploration program recommended in the Hogg Report.

ESCROWED SHARES

On October 24, 2000, an aggregate of 375,000 Common Shares which had been held in
escrow by Pacific Corporate Trust Company at its principd office in Vancouver, British Columbia were
cancdled. Accordingly, no Common Shares are currently held in escrow, athough the Canadian Venture
Exchange has informed the Company that those individuas who had previoudy been the beneficiad holders
of the 375,000 Common Shares in escrow have disputed the cancellation thereof and have requested that
the Canadian Venture Exchange permit the release of such shares from escrow.

MANAGEMENT DISCUSSION AND ANALY SIS OF
FINANCIAL POSITION AND OPERATING RESULTS

Thisdiscussionshould be read in conjunctionwiththe Company’ sfinancid statementswhich
have been prepared in accordance with generally accepted accounting principles.

Overview

The Company’ sbusinessisthe acquisition and exploration of minera resource properties.
The business of exploring for minerads and mining involves ahigh degree of risk. Few properties that are
explored are ultimately developed into producing mines.

None of the Company’s materid properties has proceeded to development. The
Company’ sectivitiesare presently focussed on Sx platinum and palladium propertieslocated inthe Sudbury
area. Theexploration and development of the Company’ spropertiesis dependent on the Company’ sability
to obtain the necessary financing. In addition, there is no certainty that expenditures to be made by the
Company in the exploration of its properties will result in discoveries of commercia quantities of ore.
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Results of Operations

Nine-month Period Ended September 30, 2000

The Company incurred a loss of $213,000 for the period ended September 30, 2000,
compared to a loss of $160,871 for the nine month period ended September 30, 1999. Adminigretive
expenses increased from the previous period mainly as aresult of increased activity, primarily attributable
to higher legd and investor relations expenses.

During the period, the Company completed a private placement of 950,000 unitsat aprice
of $0.15 per unit for total proceeds of $142,500. Each Unit consisted of one Common Share and one-half
of a Common Share purchase warrant. Each common share purchase warrant entitled the holder to
purchase one Common Share a a price of $0.25 per share for a period of one year. The Company aso
completed a debt settlement agreement in the amount of $20,000 by the issuance of 133,333 Common
Shares at a deemed price of $0.15 per share. During the period, the Company completed a private
placement of 814,285 Specia Warrants for aggregate proceeds of $570,000. During the nine months
ended September 30, 2000 the Company incurred expenditures of $572,544 on the East Bull Lake
Property, the North Dana Property and other River Valey properties.

Year Ended December 31, 1999 Compared to Year Ended December 31, 1998

The Company incurred a loss of $292,592 for the year ended December 31, 1999,
compared to aloss of $195,384 for the year ended December 31, 1998. Thelossin fisca 1999 resulted
primerily from the write off of the deferred exploration expenditures ($84,983). The baance of the loss
represents general and administrative expenses of $209,733. During 1999 the Company commenced an
action againgt the vendors of the Company’s La Jojoba Property, the former directors and officers of the
Company and others daiming damagesfor breach of fiduciary duty and failure to take necessary actions to
recover IVA payments, being a value-added tax gpplied in Mexico, which was paid by the Company and
its Mexican subsidiaries with respect to the purchase of the La Jojoba Property.

During 1999 the Company issued 100,000 Common Shares upon the exercise of stock
options, for an aggregate consideration of $15,000 and issued 250,000 Common Shares in respect of
minerd properties for aggregate consideration of $37,500.

Year Ended December 31, 1998 Compar ed to December 31, 1997

The Company incurred aloss of $195,384 for the year ended December 31, 1998. The
lossinfisca 1998 resulted primarily from the write down of deferred exploration expenditures of $245,990
and adminidrative expenses of $361,900. The loss for the year ended December 31, 1997 was
$1,085,964, comprised manly of the write down of copper properties of $409,636 and administrative
expenses of $508,120. The mgor reason for the reduction in thelossincurred in 1998 compared to 1997
was due to the gain of $517,444 redized from the sale by the Company in 1998 of its 40% joint venture
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interest in the La Cieneguita Project to itsjoint venture partner, Glamis Gold Ltd. During the fiscd year
1998, the Company did not receive any operating revenues or incur any operating costs on account of the
LaCieneguitaProject. The Company received in consideration 25,000 shares of Glamis Gold Ltd. which
were valued at US$4.25 per share (US$106,250), a payment of US$393,750 in cash and cancellation of
amounts due to the joint venture of US$307,611.

During fisca 1998, the Company issued 1,100,000 Common Shares upon the exercise of
specid warrants for aggregate proceeds of $962,090. The Company completed the private placement of
1,000,000 specia warrantsat aprice of $1.00 per specia warrant for net proceedsof $962,090, afterissue
costsof $37,910. Asthe Company did not obtain areceipt for afina prospectus qudifying the distribution
of the units to which the Specid warrantholders were entitled, each specia warrant became exchangeable
into 1.1 Common Shares.

Year Ended December 31, 1997 Compared to December 31, 1996

The Company incurred a loss of $1,085,964 for the year ended December 31, 1997,
compared to aloss of $273,403 for the year ended December 31, 1996. Revenues of $373,086 in fiscal
1997 arose from operating revenues earned by the Company on account of its 40% joint venture interest
in the La Cieneguita Project. The loss in fiscal 1997 resulted primarily from contested takeover costs
($219,364) and write down of the Company’s copper properties ($409,636). The baance of the loss
represents generd and adminidrative expenses of $540,371. The takeover was contested because the
Company elected to pursue ajoint venture on its principa asset withHecla Mining Corporationrather than
accept the buyout bid.

During fisca 1997, the Company issued 670,500 Common Shares for aggregate
consideration of $670,500 and 45,275 Common Shares pursuant to afinder’ sfee agreement for aggregate
consideration of $45,275.

Capital Resourcesand Liquidity

The Company hasbeeninthe explorationstage onitsminera properties and prospectsand
therefore has no regular cashflowfromoperations. Theleve of operationsis determined by the availability
of capital resources, the sources of which are unpredictable. To date, funding has been provided dmost
exdusvdy by equity investors. Giventhe nature of the Company’ soperations, whichcons st of exploration
and evaluation of mining properties, the Company believes that the most meaningful financid information
relates primarily to current liquidity and solvency. The Company’s financia successwill be dependent on
the extent to which it can discover minerdization in economic quantities and the economic viahility of
developing its properties. Such development may take years to complete and the amount of resulting
income, if any, will be difficult to determine withany certainty. Thevaueof any minerd productsdiscovered
by the Company will be largely dependent on factors beyond the Company’s control.
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TheCompany’ shigtorica capital needshave beenmet withequity subscriptionsfromprivate
investors, induding members of the Company’ s management. The Company does not expect to receive
income from any of its projects within the foreseesble future.

The Company intendsto continue to evauate its existing minerd properties and, if deemed
warranted, acquire new minerd properties and, contingent upon obtaining satisfactory exploration results,
to develop such properties either through additiond equity financings or by way of joint venture or option
agreements, or through a combination of both. The Company has an aggregate of $290,000 short term cash
obligations due within the next twelve months with respect to its properties: Loughrin Property ($50,000
of exploration expenditures must be incurred prior to August 25, 2001); Central Property ($20,000 cash
payments); River Valey ($35,000 cash payment due March 4, 2001 and $100,000 exploration
expendituresmust be incurred prior to March 4, 2001); East Bull Lake Property ($50,000 of exploration
expenditures must be incurred prior to April 1, 2001) and Dana Property ($35,000 cash payment due
October 18, 2001 but may be pad inCommon Shares). See*Business of the Company - Plainum Group
Meta Prospects’. The Company expects that its existing capital requirements arisng from the evauation
of itsexiding minerd properties and the cash obligations outlined aove will be met from available working
capital and the proceeds of this Offering. SeeUse of Proceeds’.

MANAGEMENT
Officersand Directors

Thenames, office, municipdityof res denceand principa occupation of the current directors
and officers of the Company is set out below:

Name, Municipality & Office Principal Occupation
Marc C. Henderson President and CEO of Laramide Resources Ltd.
Toronto, Ontario (minerd exploration company)

President, CEO and Director

Christian von Hessert President of C. von Hessert & Associates Ltd.
Brighton, Ontario (consulting geologist company)

Secretary and Director

Blase Yealy Chief Operating Officer, Triumph Internationd Trading
Bursins, Switzerland Ltd.

Director (earth moving equipment distribution)

Frank H. Fowler Ingtructor, Selkirk College

Rosdand, British Columbia
Director
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Name, Municipality & Office Principal Occupation
Roger Kauffman Mining Consultant
Hayden Lake, Idaho

Director

Set forth below is a description of the principa occupation of each of the directors and
officers during the padt five years

Marc C. Henderson, is the Presdent and Chief Executive Officer of the Company. He is a Chartered
Financid Andys with more than fifteen years of experience in the minerd exploration industry. Mr.
Henderson has been President and CEO of Laramide Resources Inc. from 1995 to present and adirector
of Kinbauri Gold from 1994 to present.

Christian von Hessert, has practiced as a consulting geologist snce 1980 and has more than thirty years
of minera exploration and mining industry experience. Mr. von Hessart has been Chairman of Laramide
Resources Ltd. (minerd exploration company) since 1995. Mr. von Hessert earned a B.Sc. (1968) and
an M.Sc. (1971) from the Universty of Minnesota and is a member of the Association of Professional
Engineers of Ontario.

Blaise Yerly, has acted as Chief Operating Officer, Triumph Internationd Trading Ltd., from 1998 to
present. Prior thereto, Mr. Yerly was Managing Director of BHSCH Trading Company B.V. (trading
company) from 1991 to 1998.

Frank Fowler, has been an instructor of hydrology, geology and environmenta science in the Department
of Renewable Resources at Selkirk College, Castlegar, British Columbia from 1991 to date. He earned
aB.Sc. (Geology) fromOhio State Univerdty (1968); anM . Sc. (Geology) fromthe Univeratyof Minnesota
(1971) and aB.Sed (Education) fromOhio University (1986). Mr. Fowler wasan assayer at Cominco Ltd.
in1997.

Roger Kauffman, is a consultant with more than twenty years of minerd exploration and mining industry
experience. He was Executive Vice-Presdent and CEO of Hecla Mining Company from 1996 to 2000.
Prior thereto, Mr. Kauffman was President of Amex Gold Inc.

PRINCIPAL HOLDERS OF SECURITIES OF THE COMPANY

To the best of the knowledge of the directors and senior officers of the Company, the only

persons or corporations beneficidly own, directly or indirectly, or exercise control or have over more than
10% of the issued and outstanding Common Shares are;

Shareholder Name Number of Shares Per centage of Shares




Laramide Resources Ltd. 968,248 10.37%

The directors and officers of the Company, as a group, beneficialy own, directly or
indirectly, 1,269,000 or 13.6% of the issued and outstanding Common Shares of the Company as at the
date of this prospectus.

PRICE RANGE AND TRADING VOLUME
Trades of the Common Shares are listed on the Canadian Venture Exchange (“CDNX”)

under the trading symbol “AQI”. The following table sets forth the reported high, low and closing prices
and trading volumes of the Common Shares as recorded by the CDNX for the periods indicated:

Period High Low Close Volume
1998

First Quarter 0.25 0.11 0.13 527,450
Second Quarter 0.21 0.11 0.15 198,700
Third Quarter 0.12 0.04 0.05 619,900
Fourth Quarter 0.09 0.04 0.06 868,650
1999

First Quarter 0.15 0.05 0.09 264,200
Second Quarter 0.16 0.08 0.12 757,160
Third Quarter 0.25 0.08 0.17 339,500
Fourth Quarter 0.23 0.10 0.15 468,244
2000

January 0.17 0.11 0.15 158,300
February 0.36 0.17 0.33 549,625
March 1.00 0.21 0.75 2,092, 669
April 125 0.57 0.72 1,775,630
May 0.82 0.40 0.50 302,050
June 0.75 0.46 0.62 554,633
July 0.69 0.38 0.60 95,700
August 0.58 0.25 0.35 227,076
September 0.45 0.28 0.28 176,750
October 0.34 0.07 0.21 85,650
November 0.27 0.12 0.14 123,982

December 1- 14 0.22 0.15 0.18 87,300
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INTEREST OF MANAGEMENT AND
OTHERSIN MATERIAL TRANSACTIONS

Pursuant to the Specid Warrant Offering, certain directors and officers of the Company
purchased an aggregate of 225,000 Speciad Warrants. In addition, management fees of $9,500 per month
arepad to Laramide Resources L td., a corporation with common directors and officers as the Company.
Other than as disclosed inthis prospectus, none of the directorsand senior officers of the Company or any
associate or dfiliateof suchperson, has any materid interest, direct or indirect, in any materid transaction,
which may materidly affect the Company.

MATERIAL CONTRACTS
The only materid contracts entered into by the Company within the last two years, other

than contracts entered into in the ordinary course of business or which are not presently materid, are as
follows

1. North Dana Property Agreement referred to under “Business of the Company - Plainum
Group Meta Prospects’;

2. Loughrin Property Agreement referred to under “Business of the Company - Plainum Group
Meta Prospects’;

3. Centrd Property Agreement referred to under “Business of the Company - Platinum Group
Meta Prospects’;

4, River Vdley Agreement referred to under “ Business of the Company - Plainum Group Metal
Prospects’;

5. Freewest Agreement referred to under “Business of the Company - Flainum Group Metal
Prospects’;

6. Mustang Agreement referred to under “Business of the Company - Platinum Group Metal
Prospects’;

7. Dana Agreement referred to under “Business of the Company - Platinum Group Meta
Prospects’;

8. Agency Agreement referred to under “Plan of Didribution - Offering of Flow-Through
Common Shares’;

0. Deposit Agreement referred to under “Plan of Didribution - Offering of Flow Through

Common Shares’

10. Fow-Through Offering Agreement referred to under “Planof Digtribution- Offering of Fow-
Through Common Shares’;
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11. Special Warrants Agency Agreement referred to under “Plan of Didribution - Private
Placement of Specid Warrants’;

12. Specid Warrant Indenture referred to under “Plan of Distribution - Private Placement of
Specid Warrants’; and

13. Warrant Agreement referred to under “ Description of Securities - Warrants”™.

Copies of the foregoing agreements may be inspected at the Company’s offices at Suite
2018, 20 Queen Street West, Toronto, Ontario, M5H 3R3, during normal business hours for a period of
thirty days following the date of this progpectus.

CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

I nthe opinionof Aylesworth Thompson Phelan O’ Brien LL P, counsel to the Company and
Macleod Dixon, counsd to the Agent, thefollowing is, as of the date hereof, a summary of the principle
Canadian federa income tax considerations of an invesment in the How-Through Common Shares, the
Specid Warrants, the Warrants, and the Common Shares pursuant to this prospectus.

Thissummary is based on the current provisions of the Tax Act and the regulations thereto
(the “Regulations’) in force as of the date hereof, counsdl’ s understanding of the current adminigtrative and
assessing policies of the Canada Customs and Revenue Agency (“Revenue Canada’) and dl specific
proposals to amend the Tax Act or the Regulations publicly announced by the Minigter of Financeprior to
the date hereof (the *Proposed Amendments’). This summary assumes that such amendments will be
enacted in the form currently proposed. This summary is not exhaugtive of dl possble Canadian federd
income tax consequences and, except for the said proposals, does not take into account or anticipate any
changes in law, whether by legidative, governmentd or judicid decison or action, nor does it take into
account provincid or foreign tax congderations.

The following comments are redtricted to investors who dedl a arm’s length with the
Company, who are residents of Canada and who hold thar Specid Warrants, Common Shares, Warrants
and Fow-Through Common Shares as capita property dl withinthe meening of the Tax Act. Provided that
aninvestor does not hold such securitiesin the course of carrying on a business and has not acquired such
Securities as an adventure or concern in the nature of trade, such securities will generdly be considered
capita property to the holder. The Flow-Through Common Sharesarenct digiblefor thedection permitted
under subsection 39(4) of the Tax Act which alows certain Canadian securities to be treated as capital

property.
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This summary does not deal with income tax condderations to an investor that is a
partnership, afinancid inditution as defined in subsection 142.2(1) of the Tax Act or a“principa business
corporation” withinthe meaning of subsection 66(15) of the Tax Act or whose businessincludestrading or
dedling in rights, licences or privilegesto explore for, drill or take mineras, petroleum, natural gasor other
related hydrocarbons.

Thissummary isof a general nature only, isnot exhaustive of all possibleincome
tax consderations and is not intended to be, nor should it be construed to be, legal or tax advice
toany particular investor. No opinionis expr essedregar ding any of the assumptions madein this
summary of income tax considerations. Investors should consult their own independent tax
advisorswith respect to their particular tax situation.

The comments herein assume that the Company will makedl necessary filingsinrespect of
the issuance of FHow-Through Common Shares and inrespect of the renunciation of CEE inthe manner and
within the time required by the Tax Act and the Regulations and that the Company will incur sufficient CEE
to enable it to renounce dl CEE covenanted to be renounced by the Company pursuant to the Flow-
Through Share Offering Agreements. While the Company will furnish each subscriber who subscribes for
How-Through Common Shares with information relevant to the subscriber’s Canadian federa and
provincid tax returns, the preparation and filing of those returns will remain the responsibility of each
investor.

This summary is based upon representations and covenants by the Company in the Flow-
Through Share Offering Agreements that the Company is and will continue to be at dl rdevant times, a
“principa-business corporation” within the meaning of subsection 66(15) of the Tax Act and that the Flow-
Through Common Shares, when issued will not be * prescribed shares’ as such term is defined in section
6202.1 of the Regulations for purposes of the definition of “flow-through shares’ in the Tax Act.

Canadian Exploration Expense and Flow-Through Common Shares

CEE as defined insubsection 66.1(6) of the Tax Act includes any expensesincurred for the
purpose of determining the existence, location, extent or qudity of aminera resource in Canada, including
any expense incurred in the course of prospecting, carrying out geologica, geophysica or geochemica
surveys, drilling by rotary, diamond, percussion or other methods or trenching, digging test pits and
preliminary sampling but does include any expense that may be reasonable considered as being related to
amine that has come into productioninreasonable commercia quantities or to be related to a potentia or
actud extension thereof.

CEE incurred by the Company inthe period that beginsonthe day aH ow-Through Offering
Agreement isentered into withaninvestor and ends 24 months after the end of the monthinwhichthe Flow-
Through Share Offering Agreement is entered into may be renounced by the Company to the investor in
respect of the Flow-Through Common Sharesissued to theinvestor. The renunciation will be effective on
adate on or after whichsuch CEE isincurred, up to the amount of the proceeds of the subscription under
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the How-Through Offering Agreement. The amount of CEE that may be renounced by the Company will
be reduced by the amount of government assistance, if any, that the Company receives in connection with
the CEE renounced, any portion of the expenses which are deemed to be Canadian exploration and
development overhead expenses as defined in the Regulations and certain codts related to saamic data.
CEE sorenounced by the Company will be deemed to be CEE incurred by the investor onthe effective date
of the renunciation.

Notwithstanding the foregoing, the Tax Act will permit the Company to make arenunciation
by March 31 of acdendar year inrespect of certain CEE whichthe Company planstoincur or hasincurred
inthe calendar year and suchrenunciationwill be effective December 31 of the previous calendar year. This
will permit the Company to renounceto a subscriber in January, February, or March of 2001, effective as
of December 31, 2000, al amounts it intends to expend on certain CEE in 2001 in connectionwiththe sde
of the Flow-Through Common Sharesoffered hereunder. The Company will berequired under the Tax Act
to pay deductible monthly charges on the balance of CEE renounced but not incurred at the end of each
month other than January. The monthly charge will be caculated as a pecified percentage of the portion
of the congderationreceived by the Company under the Flow-Through Offering Agreements that hasbeen
renounced and has not been spent on CEE as of the end of the month. The specified percentage will be
1/12™ of the prescribed rate used for the purpose of determining refund interest under the Tax Act.

In the event that the Company fails to expend the renounced amounts on CEE by the end
of 2001 in connection with this offering of FHow-Through Common Shares, the Company will berequired
to adjust renunciaions madetoinvestorsfor How-Through Common Shares. Investorswill not berequired
to pay interest to the government on any increase in income tax payable as aresult of such adjusment until
April of caendar year following the renunciation. In addition, the Company must pay a charge under the
Tax Act of 10 percent of the balance of any renounced but unexpended CEE by the end of 2001.

The Company has covenanted to incur al CEE contemplated hereunder in connectionwith
this offering of FHlow-Through Common Shares by the end of 2001 and to renounce CEE inan amount equal
to the proceeds of subscriptions for Flow-Through Common Shares under the Flow-Through Offering
Agreements to investors with an effective date of renunciation no later that December 31, 2000.

An investor will add any such CEE properly renounced to such investor to the investor's
cumulative Canadian explorationexpenses (“CCEE”) account. Incomputing incomefor tax purposesfrom
al sources for ataxation year, an investor may deduct up to 100 percent of his CCEE account at the end
of that taxation year. Subject to any restrictions concerning acquisitions of control of, and reorganizations
invalving corporate subscribers, aninvestor may carry forwardindefinitely any portionof his CCEE account
not deducted at the end of a particular taxation year and may deduct the amount of such CCEE account
agang his income for subsequent taxation years. The CCEE account of an investor is reduced by the
amount deducted by himin prior yearsin respect of his CCEE account and by any CEE-related amount of
“assstance’ (as defined in the Tax Act) that he has received or is entitled to receive. No assistance or
entitlement to assstance is contemplated for any investor hereunder.
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If at the end of a taxation year of an investor the reductions in caculaing the investor's
CCEE account exceed the additions thereto, the excess must beincludedincomputingtheinvestor’ sincome
for that year and the investor’s CCEE account will then have anil balance. An investor who disposes of
his Flow-Through Common Shares will retain the entitlement to receive renunciation of CEE from the
Company as noted above, and the purchaser of such FHow-Through Common Shares will not be entitled
to any renunciation of any such CEE.

Investment Tax Credit and Flow-Through Common Shares

A Proposed Amendment which provides for a non-refundable investment tax credit in
respect of 15% of certain CEE renounced to an individual (other than a trust) was announced by the
Miniger of Finance on October 18, 2000. If the Proposed Amendment is enacted as proposed, an
individud investor will be able to dam this invesment tax credit, if the Company incurs certain CEE in
conducting mining explorationactivity fromor above the surface of the earth for the purpose of determining
the existence or location of a minerd resource and if this specific CEE is renounced in favour of the
individud investor pursuant to a Flow-Through Offering Agreement made after October 17, 2000. The
credit clamed in ataxationyear will reduce the individud’s CEE for the following years. Asareault, if the
individud investor claims 100% of his CEE account in the year the 15% tax credit is clamed, the investor
may have an income inclusion in the following year.

Exercise of Special Warrants

The adjusted cost base of each Specia Warrant will generdly beequal tothe purchaseprice
to the holder of such Specia Warrant. No gain or loss will be redized by an investor on the exercise of a
Specid Warrant. When aSpecid Warrant is exercised, the cost to the investor of the Common Share and
the Warrant acquired thereby will be equa to the adjusted cost base to the investor of the Specid Warrant.
Investorswill be required to alocate such cost on a reasonable basis between the Common Share and the
Warrant acquired on exercise of the Specia Warrant. The Company will alocate $0.699 of the gross
proceedsfor a Specia Warrant to the Common Share and $0.001 to the Warrant. The Company believes
that such dlocation is reasonable; however, such dlocation will not be binding on Revenue Canada.

Exercise, Expiry or Disposition of Warrants

In generd terms, the adjusted cost base of Warrants to an investor will be determined by
averaging the cost of the Warrants acquired by such investor with the adjusted cost base of any other
identicd Warrants, whether acquired onthe exercise of Speciad Warrants or otherwise, held by the investor
at the time of such determination. No gain or loss will be realized by an investor upon the exercise of
Warrants. When aWarrant is exercised, the investor’'s cost of the Common Share acquired thereby will
be the aggregate of the investor’ s adjusted cost base of the Warrant and the exercise price paid pursuant
to the Warrant. Inthe event of the expiry of an unexercised Warrant, the investor will redlize a capitd loss
equal to his adjusted cost basg, if any, of the Warrant. A disposition or deemed disposition of a Warrant
(other than on the exercise or expiry thereof) will give rise to a capita gan (or capital loss) equa to the
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amount by whichthe proceeds of disposition of the Warrant, net of any costs of digposition, exceed (or are
less than) the adjusted cost base of such Warrants to such investor immediately before the disposition.

Disposition of Common Shares or Flow-Through Common Shares

Theinitid cost of each How-Through Common Share for the purposes of the Tax Act will
be nil. In generd terms, the adjusted cost base of Common Shares, including Flow-Through Common
Shares, to an investor will be determined by averaging the cost of the Flow-Through Shares or other
Common Shares acquired by theinvestor withthe adjusted cost base of any other Common Shareswhether
acquired pursuant to this prospectus or on the exercise of Specia Warrantsor Warrantsor otherwise, that
are held by the investor at the time of the determination.

Upon the disposition or deemed disposition under the Tax Act by aninvestor of Common
Shares, including Flow-Through Common Shares, a capitd gain (or a capita 10ss) will arise equd to the
amount by whichthe proceeds of disposition of the Common Shares, induding the How-Through Common
Shares, net of any costs of digposition, exceed (or are lessthan) the adjusted cost base of such sharesto
an investor immediately before the disposition. A capita loss redlized by an investor that is a corporation
on Common Shares, including Flow-Through Common Shares, may be reduced by the amount of certain
dividends previoudy received on such shares to the extent and in the circumstances set out in the Tax Act
and amilar rulesgpply where a corporation, partnership or trust is a member of apartnership or beneficiary
of atrust that owns Common Shares.

Capital Gains and Losses

One-half (three-quartersif the Proposed Amendmentsare not enacted) of any capitd gain
(a“taxable capitd gan”) redized by an investor will be included in computing the investor’ sincome for the
year in which the disposition occurs and one-haf (three-quarters if the Proposed Amendments are not
enacted) of acapitd loss (an*dlowable capita 10ss”) may be deducted by the investor from taxable capitd
gansredized inthe year of dispostion. Excessallowable capital losses may generally be carried back three
years and forward indefinitely and deducted from taxable capita gainsredlized in those years to the extent
and under the circumstances dlowed under the Tax Act.

Aninvestor that isa“ Canadian-controlled private corporation” (as defined in the Tax Act)
may belidbleto pay, in addition to the tax otherwise payable under the Tax Act, arefundable tax of 6 2/3
per cent determined by referenceto itsaggregate investment income for the year, whichis defined to indude
an amount in respect of taxable capita gains.

Alternative Minimum Tax
Under the Tax Act, taxes payable by an individud and by certain trustiswill be the greater

of the taxes otherwise determined and an dternative minimumtax computed by referenceto suchtaxpayer’s
adjusted taxable income for the taxation year in excess of a$40,000 exemptionand reduced by certain tax
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credits. In cdculating adjusted taxable income for the purpose of computing the minimum tax, certain
deductions and credits otherwise available are disallowed or restricted and certain amounts not otherwise
includedinincome areincluded. For theses purposes the amount of net capital gainsisincluded. Aswdl,
for these purposes, deductions clamed by the individud inrespect of CCEE inaparticular taxationyear are
generdly limited to the amount of the taxpayer’ sresource profits. Carrying chargesincurred by an investor
for Flow-Through Common Shares may be disallowed for these purposes. The actua amount of dividends
received, not the grossed-up amount isincluded in caculaing adjustable taxable income and no dividend
tax creditisalowed. Whether and to what extent the tax liability of a particular investor will be increased
by the dternative minimum tax will depend on the amount of the investor’ s income, the sourcesfromwhich
isderived, and the nature and amount of any deductions the investor dams. Any additiona tax payable by
the investor for the taxation year resulting from the application of the dternative minimum tax, will be
deductible inany of the sevenimmediately following taxationyearsin computing the amount that would, but
for the dternative minmumtax, be suchinvestor’ stax otherwise payable for any such year to the extent that
such tax payable exceeds the investor' s minimum tax calculation for that particular year.

Cumulative Net | nvestment Loss

One-hdf of the amount of the CEE renounced to aninvestor will be added to the investor’s
cumulative net invesment loss (“CNIL”) account, within the meaning of Tax Act. A subscriber’s CNIL
account may impact a subscriber’ s ability to access the $500,000 capita gains exemption available on the
disposition of certain qualifying business company shares and farm property.

Sour ce Deductions and Income Tax Instalments

An investor who is an employee and who has income tax withheld at source from
employment income may prepare asubmissionto the investor’ s relevant digtrict office of Revenue Canada
requesting areduction in such withholding at source by an employer. Revenue Canadahasadiscretionary
power to grant such request and may do so based on an investor’s shares of CEE. An investor who is
required to pay income tax on an indadment bads may take into account the investor’s share of CEE in
determining ingament payments.

2000 ONTARIO BUDGET PROPOSALS

Pursuant to the 2000 Ontario provincid budget released May 2, 2000, the province of
Ontario has proposed, in addition to the current 100% deduction for CEE, a thirty percent additiona
deduction for certain qudifying grass-roots mining CEE incurred in Ontario. The specific terms of such
proposa have not been released and therefore it is unknown whether such proposed additiona deduction
would be available to Subscribers as aresult of thisinvestment.
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AUDITORS, TRANSFER AGENT AND REGISTRAR

PricewaterhouseCoopers LL P, Chartered Accountants, Suite 3000, Box 82, Roya Trust
Tower, TD Centre Toronto, Ontario M5K 1G8 are the Company’ s auditors.

The Company’ sregistrar and trandfer agent is Pacific Corporate Trust Company, Suite 830
- 625 Howe Street, Vancouver, British ColumbiaV6C 3B8.

CONFLICTSOF INTEREST

Certain of the directors of the Company aso serve as directorsof other companiesinvolved
in natural resource exploration and development and consequently there exidts the possibility for such
directors to bein apaostion of conflict. Any decison made by such directorsinvolving the Company will
be made in accordance with the duties and obligations of directors to dedl fairly and in good faith with the
Company and such other companies. In addition, such directors declare, and refrain from voting on, any
meatter in which such directors may have aconflict of interest.

RISK FACTORS

Investment inthe securitiesof the Company should be considered speculative due, generdly,
to the nature of the business in which the Company is engaged, the limited extent of the Company’ s assets,
the Company’s state of development and the degree of its reliance upon the expertise of management.
Specificdly, inevauaing an investment in any of the Company’ ssecuritiesthe following risk factors should
be given specid consderation.

Nature of Mineral Exploration

The exploration for and development of minera depogitsinvolves sgnificant finanad risks
which even a combination of careful evauation, experience and knowledge will not diminate. While the
discovery of anore body may result in substantia rewards, few propertieswhichare explored are ultimately
developed into producing mines. Major expenses may be required to establish ore reserves, to develop
metalurgical processes and to construct mining and processing fecilitiesa adte. It isimpossble to ensure
that the current programs planned by the Company will result in a profitable commercia mining operation.
None of the mining claimsin which the Company will have an interest contains a known body of
commercial ore and any exploration programs thereon are exploratory searchesfor ore.

Funding Requirements

Mining exploration involves financid risk and capital investment. The Company’s only
present means of acquiring investment capital is by means of the sale of equity shares or rights to acquire
equity shares. The Company has limited resources of funds to engage in additiond exploration and
development whichmay be necessary to exploit its properties and make additiona acquisition paymentsin
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order to maintain its property interests and there are no assurances that the Company will be ableto raise
additiond financing in the future.

Mining Risksand Insurance

The busness of mining is generdly subject to a number of risks and hazards, including
environmenta hazards, industrid accidents, labour disputes, encountering unusua or unexpected geologic
formations, cave-ins, flooding and periodic interruptions due to indement or hazardous weether conditions.
Such risks could result in damage to, or destruction of, minera properties or producing facilities, persond
injury, environmenta damage, ddays inmining, monetarylossesand possiblelegd lidhility. Insurance againgt
environmentd risks (including potentid for pollution or other hazards asaresult of disposa waste products
occurring fromexplorationand production) isnot generdly available to the Company or to other companies
within the indudtry.

Government Regulations and Environmental Matters

The Company’s activities will be subject to extensve federa, provincid and locd lavsand
regulations controlling not only the mining of and exploration for minera properties, but dso the possble
effectsof suchactivitiesuponthe environment. Permits from avariety of regulatory authoritiesare required
for many aspects of mine operation and reclamation. Future legidation and regulations could cause
additional expense, capital expenditures, restrictions and delays in the development of the Company’s
properties, the extent of which cannot be predicted. In the context of environmenta permitting, including
the approva of reclamation plans, the Company must comply with known standards, existing laws and
regulaions which may entall greater or lesser costs and delays depending on the nature of the activity to be
permitted and how stringently the regulations are implemented by the permitting authority. While it is
possible that the costs and delays associ ated withthe complianceof suchlaws, regulaions and permitscould
become such that the Company would not proceed with the development or operation of a mine, the
Company is not aware of any materia environmental congraint affecting its development properties that
would preclude the economic development or operation of any specific property.

Mining and Investment Policies

Changes in mining or investment policies or shiftsin politica attitude may adversdy affect
the Company’ 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 clams, environmentd legidation, land use, land dams of local people, water use
and safety regulaions. The effect of these factors cannot be accurately predicted.

Title
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The Company haslost ownership of the Jojoba Property and has commenced an action in
the Supreme Court of British Columbia seeking damages againgt certain former directorsand officersof the
Company and others. See“Legd Proceedings’.

The Company is satisfied that it has good and proper right, title and interest in and to the
mining properties thet it intends to explore and develop. No assurance, however, can be given that such
properties are not subject to prior unregistered agreements or interests or undetected claims or interests
which could be materidly adverse to the Company.

Competition

The minerd exploration and mining busnessis extremdy competitive. The Company will
encounter competition from other companies in connection with the searchfor the acquisitionof properties
whichare producing or capable of producing minerds. Asaresult of thiscompetition, themgority of which
will be with companies with greater financia resources than the Company, the Company may be unable to
acquire attractive properties on terms it considers acceptable.

Precious and Base Metal Prices

The profitability of any mining operation in which the Company may have aninterest will be
sgnificantly affected by changes in the market price of metas. Meta prices fluctuate on a daily basis and
are affected by numerous factors beyond the Company’s control. The leve of interest rates, the rate of
inflation, world supply of metds and the stahility of exchange rates can dl cause dgnificant fluctuation in
metd prices. Such externd economic factors are in turn influenced by changesin internationd investment
patterns and monetary systems and politica developments. If the price of metas should drop draméticaly,
the vaue of the Company’s properties which are being explored could aso drop dramatically and the
Company might not be able to recover itsinvestment in those properties.

Potential Absence of Market

The Offering price was determined by negotiation between the Company and the Agent.
Thereisno assurancethat aliquid public trading market for the Common Shares will be sustained after the
Offering.
Dependence on Key Senior Officers

The Company’ ssuccesswill largdly depend onthe effortsand abilities of certain key senior

officers. While the Company does not foresee any reason why such officers will not remain with the
Company, if for any reason they do not, the Company could be adversely affected.



Conflicts of Interest

Certain of the directors and officers of the Company aso serve asdirectorsand/or officers
of the other companiesinvolved in natura resource exploration and development and consequently there
exigsthe posshility for such directors and officers to be in apostion of conflict of interest. Any decision
made by suchdirectors and officersinvalving the Company will be madeinaccordance withther dutiesand
obligations to ded fairly and in good faith with the Company and such other companies. In addition, such
directors and officers are required to declare and refrain from voting onany matter inwhich such directors
and officers may have a conflict of interest.

Future Capital Needs;, Uncertainty of Additional Financing

As of the date hereof, the Company hasreied on equity financing to fund its requirements.
The Company requires substantia capital to pursue its operating strategy. The ultimate success of the
Company may depend upon its ahility to raise additiond capitd. There can be no assurances that such
capita will be avallable from any source, or if available, made or proposed on terms which are acceptable
to the Company.

Income Tax Risks

The Company may be unable to incur and renounce expenses that qudify for CEE in an
amount equal to the gross offering price of the Flow-Through Common Shares, in which event the tax
deductions available to purchasers thereof will be less than the full purchase price therefor.

The Company has agreed that if the Company falls to renounce CEE to an investor in an
amount equa to the subscription amount paid by the investor for FHow-Through Common Shares under a
Flow-Through Offering Agreement, or if the amount renounced to the investor is reduced pursuant to
subsection66(12.73) of the Tax Act, as the sole recourse of the investor for such event, the Company shdl
indemnify the investor asto and pay in settlement thereof to the investor, an amount equa to the amount of
any tax payable under the Tax Act (and under any corresponding provincia legidation) by theinvestor as
a consequence of such failure to renounce or such reduction, as the case may be.

DILUTION

The fallowing table sets forth the dilution with respect to the effective price per Common
Share of the Company based upon the net tangible book vaue of the Company as at June 30, 2000 after
giving effect to the issue of the Maximum Offering of 6,000,000 Flow-Through Common Shares and
895,713 Common Shares issuable upon the exercise of the Specid Warrants.
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Special Flow-Through
Dilution per Share Warrants® Common Shares®
Price per Flow-Through Common Share $0.25
Price per Specid Warrant $0.70
Net tangible book value prior to the Maximum Offering and
the Special Warrant offering ($0.02) ($0.01)
Increase in net tangible book value attributabl e to the Maximum
Offering and the Specia Warrant offering $0.05 $0.08
Net tangible book vaue per Common Shae after giving effect to the
Specid Warrant offering and conversion of the Specid Warrants
into Common Shares $0.04 $0.07
Dilution to holders of Flow Through Common Shares $0.18
Dilution to holders of Special Warrants $0.66
Percentage dilution to holders of Flow Through Common Shares in
relation to the price of the Flow Through Common Shares 71%
Percentage dilution to holders of specia warrants 94%

Notes:

(0] The dilution calculation of the Special Warrants is based on the Company's financial statements for the three
month period ending March 30, 2000 and includes 1,050,000 shares issued in April, 2000 at $0.15 per share.

2 The dilution calculation of the Flow-Through Common Shares is based on the Company's financial statements
for the nine month period ending September 30, 2000.

LEGAL PROCEEDINGS

On January 4, 1999, the Company and the Subsdiaries as plantiffs commenced an action
in the Vancouver Regidry of the Supreme Court of British Columbia againgt the former directors of the
Company, Irene Wilson, Jeffrey Wilson, Robert Angus, Colin Godwin, John Brock, the former counsd for
the Company in Mexico, Victor Garcia Jmenez, as well as the Velez Group: Enrique Veez Redondo, the
Estate of Delia Spinoza Urias de Vdez and the Edtate of Dedlia Espinoza Urias de Ve, Jesus Jose Vdez
Espinoza, Alma Soraya Orci Fuentesthe Velez.

The Veez Group were the vendors of minera propertiesin Mexico and through two series
of agreementsknownasthe MineraAquilonand MineraSan |sdro agreements sold the La Jojoba Property
to the Company and the Subsidiaries.

In August 1994, the Company entered intotwo agreementsreaing to Sx dams comprising
the La Jojoba Property located in the State of Sonora, Mexico. Pursuant to these agreements, the
Company had the exclusiveright to earn a 100% interest in the La Jojoba Property by making payments
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totalling US$2,000,000 plus value added tax (“1VA™) of 15% over the period August 1994 to December
1997. In December 1997, the Company renegotiated the final option payment suchthat US$50,000 was
paid to the vendor on December 10, 1997, US$100,000 wasto be paid in June 1998 and the remaining
US$450,000 was to be paid in December 1998. The Company made a payment of US$65,000 in June
1998.

The Company is currently in a dispute with the vendor as to whether the 1998 payment
schedule was further renegotiated to postpone the payment due dates or whether payments should have
been made in accordance with the 1997 agreement. The minerd rights to the La Jojoba Property have
reverted to the previous owner and the Company isunable to recover IVA taxes paid in respect of theLa
Jojoba Property.

In the action, the Company and Minera Aquilon clam againg Irene Wilson, John Brock,
Victor Garcia Jmenezand the Vdez group for damages, conspiracy and fraud withrespect to US$210,000
in“IVA” payments, being a value-added tax applied in Mexico, which was paid by the Company and
MineraAquilonwithrespect to the purchase of minerd rightsfromthe Velez Group, and for which, contrary
to standard business practices and to the requirements of Mexican law, no facturas or receipts were
provided necessary to dlow the plaintiffs to reclam these “IVA” funds from the Mexican government. It
is the position of the Company that the factura funds would have provided the funding necessary to keep
the agreementsin question in good standing.

The Flantiffs dam damagesfor breach of fiduciary duty and/or negligent exercise of duties
as directors as againg Irene Wilson, Jeffrey Wilson, Robert Angus and Colin Godwin with respect to the
falure of the previous directors of the Company to, inter dia, properly review or approve the Minera
Aquilonagreements and Minera Sanlsidro agreements, fallureto ensurethat facturaswere received for the
IVA paid, and falureto ensure that dl paymentswere made withrespect to the MineraAquilonand Minera
San Isdro agreements. The totd damages being sought from the former directors of the Company is the
Canadian dollar equivalent of US$1,725,000, as wdl as compensation for breach of fiduciary duty. The
defendants Robert Angus and Colin Godwin, former directors of the Company, counterclaimed againgt the
Company and its current directors for their costs incurred in this action brought against them as former
directors of the Company. In addition, the defendants Irene Wilson and Jeffrey Wilson counterclaimed
againg the Company and its current directors dleging inter alia that the Plantiffs action was commenced
by the defendants in order to force an unfavourable settlement on Irene Wilson.  The defendants by
counterclaim Irene Wilson and Jeffrey Wilson sought immediate relief for their action on a summary basis,
but such relief was denied by the British Columbia Supreme Court.  Once statements of defence to the
counterclam have beenfiled, the Company may bring an application to strike the counterclam on the basis
that it does not disclose any reasonable clam.

It isthe god of the Company to obtain judgment againgt the Mexican defendants as soon
as possible from the British Columbia Supreme Court and to take enforcement proceedings againg the
assats of the Mexican defendants outside of Mexico. Further, the Canadian judgment is intended to form
the basis of an action againg the Mexican defendantsin Mexico for the purpose of gaining title to the minera
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properties in question. If a settlement with the Canadian defendants cannot be reached, the trid of this
action generally will probably be heard in either 2001 or 2002.

PURCHASER'SSTATUTORY RIGHTS

Securities legidation in certain provinces of Canada provides purchasers with the right to
withdraw from an agreement to purchase securities within two business days after the receipt or deemed
receipt of aprospectus and any amendment thereto. In severd of the provinces, securitieslegidation further
provides apurchaser withremedies for rescisson or, in some jurisdictions, damages where the prospectus
and any amendment contains a misrepresentation or is not delivered to the purchaser, provided that such
remedies for rescission or damages are exercised by the purchaser within the time limit prescribed by the
securities legidation of the purchaser’s province. The purchaser should refer to any gpplicable provisons
of the securities legidation of the purchaser’s province for the particulars of these rights or consult with a
legd advisor.

CONTRACTUAL RIGHT OF ACTION FOR RESCISSION

Inthe event that a holder of Special Warrantswho acquires Common Sharesand Warrants
upon the exercise of Specia Warrants as provided for in this prospectus, is or becomes entitled under
applicable securities legidation to the remedy of rescisson by reason of this prospectus or any amendment
thereto containing amisrepresentation, any such holder shal be entitled to rescissonnot only of the holder’s
exercise of the Speciad Warrants, but aso of the private placement transaction pursuant to whichthe Specia
Warrants wereinitialy acquired, and shdl be entitled in connection with such rescisson to afull refund of
al condderationpad to the Agent or the Company onthe acquisitionof the Specid Warrants. In the event
such holder is a permitted assignee of the interest of the origina Special Warrant subscriber, such permitted
assigneedhdl be entitled to exercise the rights of rescissonand refund granted hereunder asif suchpermitted
assignee was the origina subscriber. The foregoing rights are in addition to any other right or remedy
avalable to aholder of Special Warrants under section 130 of the Securities Act (Ontario) and section131
of the Securities Act (British Columbia) or otherwiseat law and is subject to the defences, limitations and
other provisons of such legidation.
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Auditors’ Report

To the Directors of
Aquiline Resources Inc.

We have audited the consolidated balance sheets of Aquiline Resources Inc. as at December 31, 1999
and 1998, and the consolidated statements of loss and deficit and cash flows for the years ended
December 31, 1999, 1998 and 1997. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of the Company as at December 31, 1999 and 1998, and the results of its operations
and its cash flows for the years ended December 31, 1999, 1998 and 1997 in accordance with Canadian
generally accepted accounting principles. As required by the British Columbia Company Act, we
report that, in our opinion, these principles have been applied on a basis consistent with that of
preceding years.

Presuntnhewatorpon LLP

Chartered Accountants

PricewaterhouseCoopers refers to the Canadian firm of PricewaterhouseCoopers LLP and other members of the worldwide
PricewaterhouseCoopers organization.



Aquiline Resources Inc. F-3
Consolidated Balance Sheets

December 31,

September 30,
2000 1999 1998
$ $ $
(Unaudited)
Assets
Current assets
Cash and short-term deposits 4,193 2,572 257,192
Accounts receivable and prepaids 26,306 2,524 12,972
30,499 5,096 270,164
Investment in Glamis Gold Ltd. (note 4) - - 68,934
Resource assets (note 3) 1,744,028 1,171,484 1,042,861
1,774,527 1,176,580 1,381,959
Liabilities
Current liabilities
Accounts payable and accrued liabilities 103,486 169,383 131,234
Shareholders’ Equity
Share capital (note 5)
Authorized
100,000,000 common shares without par value
Issued
Common shares 4,257,905 3,909,655 3,860,591
Special warrants (notes 5 and 11) 528,594 - -
Deficit (3,115,458) (2,902,458) (2,609,866)
1,671,041 1,007,197 1,250,725
1,774,527 1,176,580 1,381,959
Contingency (note 10)
Approved by the Board of Directors
(Signed) Marc C. Henderson Director (Signed) Christian Von Hessert Director
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Aquiline Resources Inc.
Consolidated Statements of Loss and Deficit

F-4

Revenue

Cost of production

Administrative expenses
Bank charges and interest
Debenture interest
Depletion

Amortization

Foreign exchange
Administration and office

Contested takeover costs

Interest and other income

Writedown of copper properties
(note 3)

Write-off of deferred exploration
expenditures

Gain on sale of joint venture
(note 4)

Capital asset write-off

Writedown of investment
(note 4)

Loss on sale of investment
(note 4)

Loss for the period
Deficit - Beginning of period
Deficit - End of period

Loss per share

PRICEWATERHOUSE(QOPERS

Nine-month periods ended

Years ended

September 30, December 31,

2000 1999 1999 1998 1997

$ $ $ $ $

(Unaudited)  (Unaudited)

- - - - 373,086
- - - - (405,337)
- - - - (32,251)

- 690 1,294 613 1,846

- - - - 51,916

- - - 3,348 6,401

- - - 11,529 60,891

- 12,849 12,566 (19,088) 8,429

211,733 143,630 195,873 365,498 378,637

211,733 157,169 209,733 361,900 508,120

- - - - 219,364
- (2,436) (2,436) (6,398) (103,552)

- - - - 409,636

- - 84,983 245,990 20,145

- - - (517,444) -

1,267 - - 24,020 -

- - - 87,316 -

- 6,138 312 - -

213,000 160,871 292,592 195,384 1,053,713
(213,000) (160,871) (292,592) (195,384) (1,085,964)
(2,902,458) (2,609,866) (2,609,866) (2,414,482) (1,328,518)
(3,115,458) (2,770,737) (2,902,458) (2,609,866) (2,414,482)
(0.02) (0.02) (0.04) (0.03) (0.17)




Aquiline Resources Inc.

F-5

Consolidated Statements of Cash Flows

Cash provided by (used in)

Operating activities
Loss for the period
Items not affecting cash
Depletion
Amortization
Writedown of copper
properties
Write-off of deferred
exploration expenditures
Writedown of investment
Gain on sale of joint venture
Capital asset write-off
Loss on sale of investment

Net change in non-cash working
capital balances (a)

Financing activities

Special warrants subscriptions
Advances from shareholder (a)(b)
Debenture financing

Shares and warrants issued

Share issue cost

PRICEWATERHOUSE(QOPERS

Nine-month periods ended

Years ended

September 30, December 31,

2000 1999 1999 1998 1997

$ $ $ $ $

(Unaudited)  (Unaudited)

(213,000) (160,871) (292,592) (195,384) (1,085,964)

- - - 3,348 6,401

- - - 11,529 60,891

- - - - 409,636

- - 84,983 245,990 20,145

- - - 87,316 -

- - - (517,444) -

- - - 24,020 -

- 6,138 312 - -
(213,000) (154,733) (207,297) (340,625) (588,891)

(51,571) (13,811) 48,596 65,214 83,124
(161,429) (168,544) (158,701) (275,411) (505,767)

- - - - 962,090

- - - (70,000) 70,000
- - - - (821,520)

735,594 - 15,000 - -

- - (3,436) - -

735,594 - 11,564 (70,000) 210,570




Aquiline Resources Inc. F-6
Consolidated Statements of Cash Flows ...continued

Nine-month periods ended

Years ended

September 30, December 31,
2000 1999 1999 1998 1997
$ $ $ $ $
(Unaudited)  (Unaudited)
Investing activities
Proceeds of sale of joint venture - - - 1,141,888 -
Due to joint venture operator - - - (462,235) 19,532
Mineral property costs - (45,000) - (105,412) (259,346)
Deferred exploration expenditures (572,544) (86,918) (176,106) (153,456) (300,327)
Option payments received - - - 285,900 553,600
Acquisition of capital assets - - - (11,762) (126,287)
Writedown of investments - - 68,623 (156,250) -
Proceeds from sale of investments - 46,252 - - -
(572,544) (85,660) (107,483) 538,673 (112,828)
Increase (decrease) in cash and
short-term deposits 1,621 (254,210) (254,620) 193,262 (408,025)
Cash and short-term deposits -
Beginning of period 2,572 257,192 257,192 63,930 471,955
Cash and short-term deposits -
End of period 4,193 2,982 2,572 257,192 63,930

Supplementary information to cash flow for the nine-month period ended September 30, 2000

a) 208,333 shares have been issued to settle creditors aggregating $31,250. An amount of $40,000 is receivable as

at September 30, 2000 from a director as consideration for the issue of share warrants.

b) 410,000 shares totalling $110,000 have been issued for mineral properties.

PRICEWATERHOUSE(QOPERS



Aquiline Resources Inc. F-7
Notes to Consolidated Financial Statements
For each of the years ended December 31, 1999, 1998 and 1997

1 Nature of operations and going concern

The Company is involved in the exploration and development of mineral properties. The joint venture
participation in the Cieneguita gold mine was sold during 1998. The Company’s remaining deferred
exploration, development and operating costs relate to the La Jojoba property in Mexico, the ownership of
which is in dispute (note 10), and to the River Valley platinum and palladium project. The Company has not yet
determined whether these properties contain ore reserves that are economically recoverable. The recoverability
of the amounts shown for resource assets is dependent upon the Company establishing its legal ownership of La
Jojoba, upon the existence of economically recoverable reserves, the ability of the Company to obtain
necessary financing to complete the development, and upon future profitable production or proceeds from the
disposition of the mineral properties or settlement of the lawsuit. The amount shown as resource assets
represents net costs to date, less amounts amortized and written off, and does not necessarily represent present
or future values.

The Company is continuing its efforts to raise funds for future exploration activities and to pursue its legal
claim in Mexico to attempt to retain title to the La Jojoba property and to continue exploration of the River
Valley Properties. While it has been successful in doing so in the past, there can be no assurance that the
Company will be successful in its efforts, in which the case the Company may be unable to meet its obligations
and there may be substantial doubt about the ability of the Company to continue as a going concern. These
financial statements have been prepared on a going concern basis which assumes the Company will be able to
realize assets and discharge liabilities in the normal course of business for the foreseeable future. Accordingly,
they do not give effect to the adjustments, if any, that would be necessary should the Company be unable to
continue as a going concern and, therefore, be required to realize its assets and liquidate its liabilities in other
than the normal course of business and at amounts which may differ from those shown in the financial
statements.

2 Summary of significant accounting policies
Principles of consolidation
The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries
in Mexico, Minera Aquilon S.A. de C.V. and Minera San Isidro S.A. de C.V., which were formed to facilitate
the acquisition, exploration and development of mineral properties in Mexico.
Cash and short-term deposits
These comprise cash and short-term deposits maturing within 90 days of the original date of acquisition.
Resource assets
The cost of the mineral properties and related exploration and development costs are deferred until the
properties are placed into production, become inactive, or are sold or abandoned. These costs will be amortized
over the estimated useful life of the properties following the commencement of production or written off if the

properties are sold, allowed to lapse, or abandoned. The amount shown for interest in resource assets represents
costs incurred to date and is not intended to reflect present or future values.

PRICEWATERHOUSE(QOPERS



Aquiline Resources Inc. F-38
Notes to Consolidated Financial Statements
For each of the years ended December 31, 1999, 1998 and 1997

Although the Company has taken steps to verify title to mineral properties in which it has an interest, in
accordance with industry standards for the current stage of exploration of such properties, these procedures do
not guarantee the Company’s title. Property title may be subject to unregistered prior agreements and non-
compliance with regulatory requirements.

Mineral property option agreements

Options are exercisable at the discretion of the optionee and, accordingly, are accounted for on a cash basis.
Option payments received are treated as a reduction of the carrying value of the related deferred costs and then
mineral property costs, until the Company’s costs are recovered. Option payments received in excess of costs
incurred are credited to income.

Foreign currency transactions

The Company’s Mexican subsidiaries, Minera Aquilon S.A. de C.V. and Minera San Isidro S.A. de C.V., are
treated as an integrated foreign operation and their accounts are translated into Canadian dollars using the
temporal method as follows:

1) revenue and expenses at average exchange rates for each period;
ii) monetary items at the rates of exchange prevailing at the balance sheet dates;
i) non-monetary items at historical exchange rates; and

iv) exchange gains and losses arising from translation are included in the determination of net earnings for
each period.

Loss per share

The calculation of loss per share is based on the weighted average number of shares outstanding during the
year. Fully diluted earnings per share are not presented as the exercise of warrants and options would be anti-
dilutive.

Use of estimates

The preparation of financial statements in conformity with Canadian generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amount of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amount
of revenues and expenses during the period. Actual results may differ from those estimates.

Fair values of financial instruments

The fair values of cash and short-term deposits, accounts receivable and prepaids, and accounts payable and
accrued liabilities, are estimated to equal their carrying values.

PRICEWATERHOUSE(QOPERS



Aquiline Resources Inc. F-9
Notes to Consolidated Financial Statements
For each of the years ended December 31, 1999, 1998 and 1997

Stock-based compensation plans

The Company has one stock-based compensation plan which is described in note 6. No compensation expense
is recognized for this plan when stock or stock options are issued to employees. Any consideration paid by
employees on exercise of stock options or purchase of stock is credited to share capital. If stock or stock
options are repurchased from employees, the excess of the consideration paid over the carrying amount of the
stock or stock option cancelled is charged to retained earnings.

Resource assets

Deferred costs for the properties, net of option payments received, are as follows:

September 30, December 31, December 31,

2000 1999 1998
$ $ $
(Unaudited)
Gold properties

La Jojoba 1,042,861 1,042,861 1,042,861

Platinum and palladium
River Valley 701,167 128,623 -
1,744,028 1,171,484 1,042,861

La Jojoba

In August 1994, the Company entered into two agreements relating to six claims comprising the La Jojoba
property (La Jojoba), which is located in the State of Sonora, Mexico. Pursuant to these agreements, the
Company had the exclusive right to earn a 100% interest in La Jojoba by making payments totalling
US$2,000,000 plus value added tax (IVA) of 15% over the period August 1994 to December 1997. In
December 1997, the Company renegotiated the final option payment such that US$50,000 was paid to the
vendor on December 10, 1997 and US$100,000 was to be paid in June 1998, and the remaining US$450,000 in
December 1998. The Company made a payment of US$65,000 in June 1998.

During the year ended December 31, 1997, the Company entered into an agreement with Hecla Mining
Company (Hecla) whereby Hecla had the right to earn a 60% interest in La Jojoba. In September 1997, Hecla
elected to terminate its interest in La Jojoba.

The Company is currently in a dispute with the vendor as to whether the 1998 payment schedule was further
renegotiated to postpone the payment due dates or whether payments should have been made in accordance
with the 1997 agreement. The mineral rights to the La Jojoba property have reverted to the previous owner and
the Company is unable to recover IVA taxes paid in respect of the properties. In January 1999, the Company
commenced an action in British Columbia against the vendor of the properties, former directors and officers of
Aquiline and others claiming damages for breach of fiduciary duty and failure to take necessary actions to
recover the IVA taxes paid and maintain the Company’s interest in the property. If successful, the Company
will begin an action in Mexico to seek to have its rights to the property reinstated.

PRICEWATERHOUSE(QOPERS



Aquiline Resources Inc. F-10
Notes to Consolidated Financial Statements
For each of the years ended December 31, 1999, 1998 and 1997

River Valley

On March 4, 1999, the Company entered into a sub-option agreement with Mustang Gold Corporation to earn
up to a 70% interest in claim units located near Sudbury, Ontario. Under this agreement, the Company has paid
$15,000 and issued 100,000 common shares and agreed to pay an additional $75,000 over the next two years to
the optionor. The Company has also undertaken to expend at least $500,000 over the next three years on the
property in order to maintain in force the working rights and option granted to it.

On April 1, 1999, the Company entered into further option agreements with Mustang Gold Corporation and
Freewest Resources Canada Inc. under which it may earn a 50% joint venture interest in 17 claims by paying
$15,000 cash, 150,000 shares of Aquiline Resources Inc. on signing and $17,500 cash over the next two years.
The Company must also spend $350,000 of exploration work on the property before the second anniversary of
the signing of this agreement. $125,000 is to be spent the first year with an option to spend the next $225,000 in
the second and third year.

On August 25, 1999, the Company acquired a 100% interest in 136 claim units located in Loughrin Township,
Ontario. Consideration given amounted to $100,000 ($5,000 up front and the balance staged over 36 months)
and 200,000 common shares at $0.20. The Company is also committed to exploration expenditures of $50,000
in the first year, $50,000 in the second year and $100,000 in the third and final year. The property is subject to a
2% net smelter return royalty (NSR).

Copper properties

During 1998, the Company sold the San Isidro, La Colmilluda, La Reyna and Inguaran copper properties for
US$200,000 (CANS$285,700). The Company is entitled to receive a net smelter return royalty of 3% for a
period of five years from the date of commencement of commercial production on any one of the properties,
and 1.5% thereafter. As a result of this transaction, the carrying values of these copper properties, as at
December 31, 1997 have been written down by $409,636 to the value of the consideration. The carrying value
of the La Morena property has also been written off based on management’s assessment that this property does
not have an economic resource.

4 Joint venture and investment in Glamis Gold Ltd.

On May 18, 1998, the Company sold its 40% joint venture interest in the La Cieneguita Project to its joint
venture partner, Glamis Gold Ltd. The Company received in consideration 25,000 shares of Glamis Gold Ltd.
which were valued at US$4.25 per share (US$106,250), a payment of US$393,750 in cash and cancellation of
amounts due to the joint venture of US$307,611. The market value of the shares at December 31, 1998 was
US$1.875 and were written down to that amount (CAN$68,934). At December 31, 1999, all of these shares
were sold, resulting in a loss on disposal of $312.
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Aquiline Resources Inc.
Notes to Consolidated Financial Statements

For each of the years ended December 31, 1999, 1998 and 1997

F-11

S Share capital

Authorized

100,000,000 common shares without par value

Issued
September 30, December 31, December 31,
2000 1999 1998
Number Number Number
of shares Amount of shares Amount of shares Amount
$ $ $
(Unaudited)
Balance -
Beginning of
period 7,717,475 3,909,655 7,367,475 3,860,591 6,267,475 2,898,501
Share capital issued
for cash
(note 11) 1,340,000 207,000 100,000 15,000 - -
Share capital issued
for non-cash
consideration
(note 11) 208,333 31,250 - - - -
Share capital issued
for mineral
properties
(note 11) 410,000 110,000 250,000 37,500 - -
Share issue costs - - - (3,436) - -
Special warrants
exercised - - - - 1,100,000 962,090
Balance - End of
period 9,675,808 4,257,905 7,717,475 3,909,655 7,367,475 3,860,591

Special warrants

Warrants issued for cash

Balance - End of period

PRICEWATERHOUSE(QOPERS

September 30,
2000
Number of
shares Amount
$
(Unaudited)
814,285 528,594
814,285 528,594




Aquiline Resources Inc. F-12
Notes to Consolidated Financial Statements
For each of the years ended December 31, 1999, 1998 and 1997

Escrow shares

As at December 31, 1999, 375,000 (1998 - 375,000) shares were held in escrow subject to the direction of the
regulatory authorities.

6 Stock-based compensation plan

A summary of the status of the Company’s stock option plan and changes during the years ending on those
dates is presented below.

December 31, 1999 December 31, 1998

Weighted Weighted

average average

exercise exercise

Shares price Shares price

(000) $ (000) $

Outstanding - Beginning of year - - 510 1.48

Granted 620 0.15 - -

Exercised (150) 0.15 - -

Forfeited - - (510) 1.48

Outstanding - End of year 470 0.15 - -
Options exercisable at year-end 470 -

The following table summarizes information about stock options outstanding at December 31, 1999.

Options outstanding Options exercisable
Weighted

Number average Number
outstanding at Remaining Weighted exercisable at Weighted
December 31, contractual average December 31, average
Exercise price 1999 life  exercise price 1999  exercise price
$ $ $
0.15 470,000 3.7 years 0.15 470,000 0.15

Aquiline Resources Inc. granted incentive share purchase options to acquire common shares without par value
in the Company. All stock options vested immediately upon being granted. 545,000 of the options granted have
a term of five years, and 75,000 of the options granted have a term of three years.
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7 Related party transactions
Included in expenses is a management fee paid to Laramide Resources Ltd.

Laramide Resources Ltd. holds an 11% interest in Aquiline Resources Inc.

Nine-month periods ended Years ended
September 30, December 31,

2000 1999 1999 1998

$ $ $ $

(Unaudited)  (Unaudited)

Management fees 85,500 85,500 114,000 -

8 Income taxes

The Company has non-capital losses of approximately $1,757,000, which may be applied against future taxable
income, expiring as follows:

$

2000 23,000
2001 132,000
2002 237,000
2003 304,000
2004 630,000
2005 400,000
1,726,000

The potential income tax benefits arising from these losses are not recorded in the consolidated financial
statements.
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9 Segmented information

September 30,

2000

Canada Mexico Consolidated

$ $ $

(Unaudited) (Unaudited) (Unaudited)

Current assets and investment 701,167 - 701,167
Resource assets - 1,042,861 1,042,861
701,167 1,042,861 1,744,028

December 31, 1999

Canada Mexico Consolidated

$ $ $

Current assets and investment 133,719 - 133,719
Resource assets - 1,042,861 1,042,861
137,719 1,042,861 1,176,580

December 31, 1998

Canada Mexico Consolidated

$ $ $

Current assets and investment 339,098 - 339,098
Resource assets - 1,042,861 1,042,861
339,098 1,042,861 1,381,959

10 Contingency

At the present time there exists a legal dispute between the Vendor of the La Jojoba property and the Company.
As set out in note 3, the Vendor alleges that the Company has failed to make the required option payments
to retain an ownership interest. The Company disputes this claim and is pursuing a legal action in British
Columbia to attempt to regain its previous ownership interest. Should the Company not be successful in
this action, it will lose its rights to the property and will have to write off its investment of $1,042,861.
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11 Subsequent events

During January and February 2000, the Company completed a private placement for a total of 950,000 units at
$0.15 per unit for total proceeds of $142,500. Each unit consists of one common share and a share purchase
warrant. Two share purchase warrants entitle the holder to purchase an additional common share at a price of
$0.25 per share for one year. The Company also completed a debt settlement agreement in the amount of
$20,000 by the issuance of 133,333 shares at a deemed price of $0.15 per share. Proceeds of the private
placement will be used to fund continuing exploration of the Company’s platinum and palladium projects in the
Sudbury area.

On March 2, 2000, the Company acquired two further claim blocks in the River Valley area near Sudbury. The
blocks, totalling 27 units, are located in Danada and Pardo Townships. The claims are being acquired for
$20,000 in cash and 50,000 common shares which were subsequently issued at $0.34 per share. The vendor
will retain a 3% NSR.

On March 27, 2000, the Company acquired three additional claim blocks in the River Valley area near
Sudbury. The blocks totalling 36 units are located in Dana Township. The property is being acquired from
Anaconda Uranium Corporation. Terms of the acquisition call for Aquiline Resources Inc. to make staged
payments of $50,000 in cash and 150,000 Aquiline Resources Inc. shares which were issued subsequently at
$0.34 per share; a further 150,000 shares may be issued if the property advances through the pre-feasibility
stage.

Subsequent to December 31, 1999, the Company has issued 210,000 shares @ $0.20 per share for the mineral
claims acquired on August 25, 1999 located in Loughirn Township, Ontario.

The Company has entered into a brokered private placement of 895,713 special warrants at a price of $0.70 per
special warrant for gross proceeds of $570,000. Each special warrant is exchangeable for no additional
consideration into one common share and one common share purchase warrant of Aquiline. Each common
share purchase warrant will entitle the holder thereof to acquire one Aquiline share at a price of $0.75 on or
before May 31, 2001. As an additional compensation (compensation option), the Company has granted to the
agent a non-transferrable warrant to acquire 50,000 common shares at a price of $0.75 per share on or before
May 31, 2001. The number of common shares to be issued on the exercise of this compensation option will be
only to the extent permitted by the Ontario Securities Commission. FirstDelta Securities Inc. has agreed to act
as agent for this placement. The closing of the private placement financing is anticipated to occur in May 2000.
Agquiline intends to use the proceeds of the private placement financing for further exploration work on its
portfolio of platinum/palladium projects located near Sudbury, Ontario.
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Stock options

a) During January and April 2000, 150,000 shares @ $0.15 per share were issued to certain directors and
creditors for options exercised.

b) On March 23, 2000, the Company granted 380,000 incentive share purchase options to its directors. This
was approved by the CDNX on June 12, 2000. Each option shall be exercisable at a price of $0.27 per
share at any time up to five years from the date of the option agreement.

¢) On October 19, 2000, the Company granted incentive share purchase options for a total of 500,000
common shares at a share purchase price of $0.30 per share. The granted option is exercisable at any time
up to October 19, 2005.

On December 15, 2000 the Company filed a final prospectus in connection with the distribution of a minimum
of 1,200,000 flow-through common shares $300,000 and a maximum of 6,000,000 flow-through common
shares $1,500,000. The flow-through shares are being offered on a “best efforts” basis. The Company intends to
use the proceeds of the subscriptions to carry out exploration work.

On October 16, 2000, the Company acquired four claim blocks in the Dana Township area in Kirkland,
Ontario. The claims are being acquired for $10,000 in cash, 50,000 common shares at a deemed price of $0.30
per share and a cash payment of $35,000 or a payment in common shares on the anniversary date of the option
agreement (12 months after execution of the option agreement). The vendor will retain a 2% NSR.
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CERTIFICATE OF THE COMPANY
Dated: December 15, 2000
The foregoing condtitutes full, true and plain disclosure of dl materid factsrdating to the

securitiesoffered by this prospectus asrequired by Part 9 of the Securities Act (BritishColumbia) and Part
XV of the Securities Act (Ontario) and the respective regulations thereunder.

(Signed) Marc C. Henderson (Signed) BlaseYely
Chief Executive Officer Chief Financid Officer

ON BEHALF OF THE BOARD OF DIRECTORS

(Signed) Chrigtian von Hessert (Signed) Frank H. Fowler
Director Director



C-2
CERTIFICATE OF THE AGENT
Dated: December 15, 2000
To the best of our knowledge, informationand belief, the foregoing congtitutesfull, true and
plain disclosure of dl materid facts relating to the securities offered by this prospectus as required by Part

9 of the Securities Act (British Columbia) and Part XV of the Securities Act (Ontario) and the respective
regulations thereunder.

FIRST DELTA SECURITIESINC.

Per: (Signed) Geordie Truder
Chairman and Chief Executive Officer
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