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�
Item 1 	INCORPORATION OF THE COMPANY


1.1		Highgrade Ventures Ltd. (the “Company”) was incorporated on August 20, 1987 under the Company Act (British Columbia).  On April 28, 1995 the authorized capital of the Company was increased from 10,000,000 common shares without par value to 20,000,000 common shares without par value, and further increased to 100,000,000 common shares without par value on June 19, 1996.  On June 11, 1997, pursuant to a shareholders’ resolution, the Articles of the Company were replaced from those adopted on August 20, 1987 to a more up-to-date form.


The Company’s business office is located at 590 - 625 Howe Street, Vancouver, British Columbia, V6C 2T6.  The Company’s registered and records office is located at 1100 - 888 Dunsmuir Street, Vancouver, British Columbia, V6C 3K4.


As of December 31, 1997 (being the date of the Company’s last completed financial year) as well as at the date of this Annual Information Form, 9,315,577 common shares of the Company were issued and outstanding.


1.2		The Company has an interest in one company, Brasilca Mineraçao Brasileira Ltda. (“Brasilca”) incorporated under Brazilian law to acquire and hold mineral properties in Brazil.  Brasilca was incorporated on March 16, 1996 and its registered office in Brazil is located in Porto Alegre, Rio Grande do Sul State, Brazil.  Brasilca is capitalized with 45,000 issued and outstanding quotas of R$100.00 (one hundred Reais) each.  The Company is vested with 22,500 quotas thereby representing 50% of the issued quotas of Brasilca.  Each quota has one vote and all corporate decisions are made by a majority of votes except those relating to a dissolution of Brasilca which requires unanimity.





Item 2		GENERAL DEVELOPMENT OF THE BUSINESS


2.1		The Company commenced operations in 1987.  During the past five years ending December 31, 1997 the Company has been engaged in the exploration of mineral properties in Canada and Brazil.  The Company’s current interests are in 59 mineral concessions located in Brazil and in approximately 660 mineral claims located in the Voisey’s Bay area of Newfoundland.  Any other interests in resource properties the Company had in the past have all been written off.  Over the past five years the Company’s exploration activities have been financed primarily through the private placement of equity securities.  The only public distribution of securities by the Company was in July of 1988 prior to the Company’s shares becoming listed for trading on the Vancouver Stock Exchange.


Prior to the Company focusing its exploration efforts in Brazil in 1994, the Company’s focus was on acquiring mineral properties worthy of exploration primarily in British Columbia.  In 1990 the Company abandoned all of its previous mineral claim interests and acquired the Bel mineral claims located in the Vernon Mining Division of British Columbia by way of staking and acquired the Clapperton Copper mineral claim located in the Kamloops Mining Division of British Columbia for shares and cash.  In 1991 the Company abandoned the Bel and Clapperton Copper claims while continuing to focus on acquiring properties worthy of exploration but shifting its focus to properties located in Del Norte County, California and Curry County, Oregon.


In 1993 the Company briefly redirected its attention from the exploration of resource properties to the acquisition of shares in a private U.S. company called Physician Quest, Inc. which was involved in a health services personnel placement business designed to meet the temporary and permanent staffing needs of hospitals, clinics and individual providers of health care in the U.S.  Pursuant to an agreement dated August 23, 1993, as amended October 19, 1993, the Company agreed to acquire a 51% interest in the outstanding share capital of Physician Quest for $250,000 (U.S.).  The Company also proposed to change its name to Physician Quest Holdings Ltd.   Subsequent to December 31, 1993 the Company did not proceed with the Physician Quest acquisition.


In 1994 the Company returned its focus to resource properties with the acquisition of an option to acquire up to a 50% interest in its current mineral concessions (totalling approximately 61,635.84 hectares) located in Brazil in consideration of issuing 500,000 common shares in the Company’s capital and paying $460,000 (U.S.) to a private Brazilian corporation, Mineracao Aurifera Rio do Carmo Ltda. (“MINARICA”) of Goiania City, Brazil, and incurring not less than $4,000,000 (U.S.) in exploration expenditures on the concessions.  In 1994 the Company paid $200,000 (U.S.) for option payments and incurred $208,392 for initial exploration expenditures on the Brazilian Concessions.


In 1995 the Company continued focusing on exploration of the Brazilian Concessions.  Funds totalling $4,185,000 were raised by the Company through private placements and through the exercise of share purchase warrants issued in prior private placements.  In 1995 the Company’s main exploration focus was on the Rio Maria Concession located in north central Brazil although the Company also explored the Cavalcante Concessions and the Anicuns Concessions (both located in central Brazil) and, to a lesser extent, the Tucuma Concession (located in north central Brazil) and the Aragarcas Concession (located in central Brazil).


In 1995 the Company also broadened its resource properties by staking 800 mineral claims in an area south of Voisey’s Bay,  Labrador, Newfoundland.  These claims were subsequently made the subject of an option in favour of Intercap Resource Management Ltd. of Vancouver, B.C. to earn up to a 50% interest in the claims by paying $40,000, issuing 50,000 shares to the Company and incurring $500,000 in exploration expenditures.  Intercap Resource Management earned its 50% interest in the Voisey’s Bay claims in 1997.  Of the 800 mineral claims originally staked by the Company, 140 were allowed to lapse in 1997 as being not worthy of continued exploration.  In addition, in 1998 an additional four claims were staked.


In 1996 the Company expanded its operations by commencing a program of diamond drilling on the Rio Maria Concession located 2 kilometres west of the town of Rio Maria in north central Brazil.  Although the results of the drilling program lead the Company to relinquish its interest in the Rio Maria Concession back to its owner in early 1998, the expenditures incurred by the Company on the Rio Maria Concession, in addition to those incurred in the Tucuma and Aragarcas Concessions, entitled the Company to exercise its option from MINARICA in February of 1997, thereby becoming vested with a 50% interest in the Brazilian Concessions through the ownership of 50% of the outstanding quotas of Brasilca.


During 1997 the Company focused its exploration activity on a diamond drilling program on the Tucuma Concession.





Item 3 	NARRATIVE DESCRIPTION OF THE BUSINESS


3.1		Voisey’s Bay Mineral Properties


In 1995 the Company acquired, through staking, 800 mineral claims (the “Voisey Claims”) (totalling approximately 32,376 hectares) south of the Voisey’s Bay area of Labrador, Newfoundland.  The claims are located 150 kilometres south of Diamond Fields’ Voisey’s Bay project.


The Company’s claims are underlain by Archean greenstone rocks with komatiite and theoliitic associations belonging to the Florence Lake Group.  Several occurrences of Fe-Ni-Cu (pyrrhotite, pyrite, pentlandite and chalcopyrite) mineralization are hosted by ultramafic rocks within the group and lie within the central area of the claims.


The Voisey Claims were staked on behalf of the Company by Paris E. Georghiou and Earl R. Benson of St. John’s, Newfoundland in consideration of a fee of $45.00 per claim.  In addition, the Company agreed to grant to Georghiou and Benson a 2% net smelter royalty per year on all commercial production from the Voisey Claims until a total of $500,000 has been paid.


Pursuant to an agreement (the “Intercap Agreement”) with Intercap Resource Management Ltd., (“Intercap”) of 1200 - 1185 West Georgia Street, Vancouver, British Columbia dated January 23, 1996, as amended May 22, 1996, the Company granted Intercap an option to earn up to a 50% undivided interest in the Voisey Claims in consideration of paying the Company $40,000 (as to $20,000 within three business days of regulatory approval of the agreement and $20,000 within 90 calendar days of regulatory approval), issuing to the Company 50,000 common shares from treasury within three business days of regulatory approval, incurring $150,000 on exploration of the Voisey Claims on or before the first anniversary of the Intercap Agreement and incurring an additional $350,000 on exploration on or before the second anniversary of the Intercap Agreement.  Intercap has issued the 50,000 common shares and paid the Company $40,000.  In addition Intercap incurred in excess of $500,000 in exploration of the Voisey Claims thereby earning an undivided 50% interest (subject to the 2% net smelter return referred to above) in the claims.  In 1996, Intercap allowed 140 of the claims to lapse on the basis that such did not warrant further exploration.  Therefore, to the end of 1997, the total property size under exploration was comprised of 660 claims.  In 1998 however an additional four claims were staked.


Initial exploration on the Voisey Claims by Intercap consisted of line cutting, airborne magnetic (Mag) and electromagnetic (EM) geophysical surveys followed by establishment of specific grids and limited line cutting.  Based upon the results achieved, an exploration program, consisting of grid establishment, geophysical surveying and drilling, was proposed for the property.  During the last two financial years of the Company ending December 31, 1997, a total of $777,810 has been expanded for exploration on the Voisey Claims of which approximately $138,905 (being 50% of the expenditures in excess of the initial $500,000 incurred by Intercap to earn its 50% interest in the property) was for the account of the Company.


3.2		Brazilian Concessions


The Company has a 50% interest (through the ownership of 50% of the outstanding quotas of Brasilca) in four mineral properties located in the Goias, Para and Mato Grosso States of Brazil and consisting of the:


		Tucuma Concession�		Cavalcante Concessions�		Anicuns Concessions�		Aragarcas Concessions


(collectively,  the “Brazilian Concessions”).


The Brazilian Concessions are comprised of 59 mineral concessions (totalling approximately 61,635.84 hectares).  The principal resource being explored for by the Company in Brazil is gold however in respect of the Aragarcas Concessions the principal target is diamonds.  The Company acquired its interest in 45 of the Brazilian Concessions (being the Tucuma Concession, Cavalcante Concessions, Anicuns Concessions and 27 of the 41 mineral claims comprising the Aragarcas Concessions) from MINARICA in February of 1997.  The Company’s interest in the remaining 14 mineral claims comprising the balance of the Aragarcas Concessions (collectively, the “Tuchaua Concessions”) were acquired by the Company (as to a 50% interest with the other 50% being acquired by Tapajos Gold Inc. of Vancouver, British Columbia) from Mineraçao Tuchaua Ltda. (“Tuchaua”), a separate private Brazilian company.  The Company had also acquired a 50% interest in a concession comprised of 1,000 hectares called the Rio Maria Concession from MINARICA however the Company’s interest in that concession was relinquished back to its owner in early 1998 due to unfavourable exploration results.


The Company also has an interest in two additional areas (totalling approximately 4,000 hectares and described as the Serviminas Research Permit and the Tapajos Mining Permit) which abut the eastern side and southern boundary of the Tucuma Concession.  The Company’s proposed acquisition of the Serviminas Research Permit is however still subject to appropriate regulatory approval which the Company has yet to apply for.


All of the Company’s resource properties are in the exploration stages only and are without a known body of commercial ore.


3.2.1		Tucuma Concession


The Tucuma Concession is comprised of one gold bearing exploration concession of approximately 8,476.35 hectares located in the Carajas Mineral Province of north central Brazil.  The town of Tucuma (comprised of approximately 5,000 people) is located adjacent to the northern boundary of the property.


The registered owner of the property is Mineracao Metalnorte Ltda., however on February 18, 1997 a transfer of title from Mineracao Metalnorte Ltda. to Brasilca was filed with the Brazilian National Department of Mineral Production (the “DNPM”) and is pending approval.


The Tucuma Concession is held under a research permit for gold which expires in May of 2000.


In addition to the Tucuma Concession, an area of 2,000 hectares on the eastern side is held beneficially by Brasilca pursuant to a mining permit for tin issued on March 29, 1977.  The DNPM was informed of gold occurrence in the area in November of 1996 and a program of research for gold was submitted in November of 1996.  A geological report has been submitted to the DNPM in order to issue a mining permit for gold however the report is still under review before the DNPM.  The additional area is also registered in the name of Mineracao Metalnorte Ltda.  A transfer to Brasilca was however filed on February 18, 1997.


In addition to the foregoing, Brasilca entered into an option agreement with Serviminas Mineracao e Construcões Ltda. (“Serviminas”) on February 11, 1997 for another 2,000 hectares which abuts the southern boundary of the Tucuma Concession.  The additional area is registered in the name of Serviminas and is to be transferred to Brasilca upon final payment being made (consisting of the issuance of 50,000 common shares in the capital of the Company to Serviminas following the receipt of Vancouver Stock Exchange approval, which has yet to be applied by the Company) and the granting of a research permit.  A 3% royalty on gross production from the additional area is reserved by Serviminas subject to repurchase at the option of Brasilca (as to a maximum of 2½%) on the basis of $200,000 (U.S.) for each ½% to be repurchased.  A research permit for gold has been granted on the property.


A 1996 program of exploration on the Tucuma Concession focused on the southern part of the property.  The program consisted of grid exploration, geological mapping, soil geochemistry, auger drilling and geophysical surveys for a total expenditure of approximately $1,015,425 (U.S.).  An exploration program for 1997 focused on the southwest portion of the Tucuma Concession and consisted of twelve diamond drill holes for a total of 3,119 meters.  At the same time as the surveyed grid was expanded to the north, new zones in the south and east were examined and soil geochemistry, ground geophysics and geological mapping continued along these newly opened areas.  The budget for the 1997 exploration program was $3,610,278 (U.S.) of which $1,628,928 (U.S.) was incurred to December 31, 1997 (with the Company’s share being equal to 50% or $814,464 (U.S.)).


3.2.2		Aragarcas Concessions


The Aragarcas Concessions are comprised of 41 mineral concessions covering an area of approximately 36,550.42 hectares.  Exploration is primarily for diamonds.


The Aragarcas Concessions span 56 kilometres of alluvial benches along the Araguaia River between the old mining towns of Baliza and Barra do Garças.  The property is located in the southwestern part of Goias State, 450 kilometres west of Brasilia.


The property is comprised of blocks acquired under two separate agreements.  The main block was acquired under the agreement with MINARICA and was initially comprised of 15 concessions (subsequently reduced to 13 concessions as a result of 2 concessions not being approved by the DNPM) in the research permit application stage.  Subsequently a block of property consisting of 14 concessions (approximately 12,975 hectares) was acquired by the Company and Tapajos Gold Inc. from Mineraçao Tuchaua Ltda. and the open ground between the two blocks (consisting of an additional 14 concessions) was applied for to fill the intervening gap.


The initial 13 concessions acquired pursuant to the agreement with MINARICA are all registered in the name of Brasilca with expiry dates of October, 1999 (in respect of 6 of the concessions), May, 2000 (in respect of 6 concessions) and November 1998 (in respect of one of the concessions).  The 14 additional concessions acquired by the Company and Tapajos Gold Inc. from Mineraçao Tuchaua Ltda. are registered in the name of Mineraçao Tuchaua Ltda., however are being held for the benefit of the Company and Tapajos Gold Inc. (it being the intent of the Company and Tapajos Gold Inc. to eventually form a separate Brazilian company to hold title to the claims).  The additional 14 concessions forming the open ground applied for under application to the DNPM has been transferred to Brasilca and are pending registration with the DNPM.


Exploration on the Aragarcas Concessions by the Company and its associates began in 1996 with mapping of exposed gravels, estimating bedrock depth with seismic lines, drilling with augers, and excavating test pits and trenches.   Further work including large diameter drilling, hand dug pits, bulk samples, ground penetrating radar and a topographic survey began in late 1996 and continued through into 1997.  The 1996 exploration program cost the Company approximately $1,551,780 (U.S.).  From early 1997 to May of 1997 exploration cost the Company $345,287 (U.S.) and consisted of regional mapping, preliminary geophysics, drilling tests, detailed geological mapping of old “garimpo” pits and the construction and preliminary operation/testing of a 4 cubic metre per hour processing plant.  As a result of this regional exploration work, six target areas were selected for further evaluation which took place in June through to December of 1997 at a cost of an additional $228,245 (U.S.).


3.2.3		Cavalcante Concessions


The Cavalcante Concessions are comprised of 8 exploration concessions (totalling approximately 7,011.82 hectares) located within the Cavalcante District, northern Goias State in central Brazil.  The property is located approximately 500 kilometres north of Goiania, the state capital, and approximately 30 kilometres northeast of Minacu.


All of the Cavalcante Concessions are registered in the name of MINARICA although a transfer of the concessions into the name of the Brasilca has been filed with the DNPM and is currently pending registration.  Of the 8 concessions, 6 (totalling approximately 5,690.85 hectares) had their permits expire on November 21, 1996 at which time the Company submitted a final research report to the DNPM to change the permit status of the concessions from a research permit to a mining permit.  Review of the report is still pending.  The other 2 concessions (comprised of approximately 1,320.57 hectares) currently have renewal research permit applications pending before the DNPM (having been filed on January 5, 1998).  Although the Company has applied for a 3 year renewal since the application is a request for renewal and not for initial issuance, the DNPM may only allow a 2 year extension, once issued.


During the Company’s 1996 and 1997 financial year the Company did not engage in any exploration of the Cavalcante Concessions.  In 1994 and 1995 the Company did spend approximately $321,078 (U.S.) on the concessions for project planning and field work.  No further exploration is planned by the Company for the Concessions until the Company’s proposed programs on the Tucuma and Aragarcas concessions are completed so that appropriate prioritisation of exploration programs may be planned.


3.2.4		Anicuns Concessions


The Anicuns Concessions are comprised of 9 exploration concessions (consisting of approximately 9,597.25 hectares) located in the Anicuns area of central Brazil.  The concessions form two blocks in a 44 kilometre north-south zone situated around and north of the historic mining town of Anicuns which itself is a one hour, 82 kilometre, drive from the city of Goiania.


Of the 9 concessions, 7 are registered in the name of MINARICA (totalling approximately 6,775 hectares) and 2 concessions are registered in the name of Brasilca (totalling approximately 2,772.25 hectares).  The Company has made application to the DNPM for mineral research permits in respect of the concessions and such applications are currently pending although the Company does not expect them to be granted prior to the end of 1998.  To December 31, 1997 the Company has incurred $311,205 (U.S.) in exploration costs on the Anicuns Concessions (comprised of $27,883 (U.S.) during 1994; $277,290 (U.S) during 1995 and $6,032 (U.S) during 1996) for programs consisting of project planning, legal costs, land payments and office administration and overhead.


3.2.5		Rio Maria Concessions


Until early 1998 the Company (through its interest in Brasilca) also had an interest in the Rio Maria Concession comprised of 1 gold exploration concession covering approximately 1,000 hectares and located 2 kilometres west of the small town of Rio Maria (660 kilometres south of Belem) in north central Brazil.


The Rio Maria Concession was registered in the name of Guilherme Gomes Rangel from who MINARICA had acquired an option.


Following a program of geological mapping in 1995, a program of drilling was carried out on the property during 1996 at a cost of approximately $617,752 (U.S.).  During the fourth quarter of 1996 and the period to December 31, 1997, expenditures on the Rio Maria totalled approximately $133,948 (U.S.) of which the Company’s share was approximately $96,654 (U.S.).  Based upon the results of the exploration carried out by the Company and its joint venture partners no further work was recommended for the concession and as a result all rights were relinquished back to its owner, Guilherme Gomes Rangel, in early 1998.





Item 4 	SELECTED CONSOLIDATED FINANICIAL INFORMATION


4.1		Five Years Ended December 31, 1997, by Year


�
1993�
1994�
1995�
1996�
1997�
�
	(a) - Total Revenues ($)�
Nil�
Nil�
Nil�
Nil�
Nil�
�
	(b) - Income (Loss) Before Other Income (Loss) ($)�
(52,408)�
(177,118)�
(348,117)�
(673,557)�
(460,446)�
�
	- Income (Loss) Before Other Income (Loss), Per Share ($)�
(0.02)�
(0.05)�
(0.07)�
(0.09)�
(0.06)�
�
	- Income (Loss) Before Other Income (Loss), Per Share - Fully Diluted ($)�
(0.01)�
(0.04)�
(0.05)�
(0.07)�
(0.04)�
�
	(c) - Net Income (Loss) ($)�
(164,885)�
(209,274)�
(352,109)�
(585,348)�
(2,131,922)�
�
	- Net Income (Loss) Per Share ($)�
(0.05)�
(0.06)�
(0.07)�
(0.08)�
(0.26)�
�
	- Net Income (Loss) Per Share - Fully Diluted ($)�
(0.04)�
(0.03)�
(0.05)�
(0.06)�
(0.17)�
�
	(d) - Total Assets ($)�
318,234�
796,568�
4,843,551�
10,524,009�
11,587,049�
�
	(e) - Total Long Term-Debt ($)�
Nil�
Nil�
Nil�
Nil�
Nil�
�
	- Retractable Preferred Shares ($)�
Nil�
Nil�
Nil�
Nil�
Nil�
�
	- Redeemable Preferred Shares ($)�
Nil�
Nil�
Nil�
Nil�
Nil�
�
	(f) - Cash Dividends Declared ($)�
Nil�
Nil�
Nil�
Nil�
Nil�
�
	(g) - Not Applicable�
�
�
�
�
�
�



4.2		Two Years Ended December 31, 1997, by Quarter





�
1996�1st Qtr.�
1996�2nd Qtr.�
1996�3rd Qtr.�
1996�4th Qtr.�
1997�1st Qtr.�
1997�2nd Qtr.�
1997�3rd Qtr.�
1997�4th Qtr.�
�
	(a) 	-Total Revenues ($)�
Nil�
Nil�
Nil�
Nil�
Nil�
Nil�
Nil�
Nil�
�
	(b) 	-Income (Loss) Before Other Income (loss) ($)�
(134,992)�
(115,682)�
(148,658)�
(274,225)�
(136,018)�
(170,417)�
(55,346)�
(98,665)�
�
		-Income (Loss) Before Other Income (Loss) Per Share ($)�
(0.0182)�
(0.0146)�
(0.01855)�
(0.034)�
(0.0164)�
(0.0206)�
(0.00669)�
(0.0106)�
�
		-Income (Loss) Before Other Income (loss) Per Share - Fully Diluted ($)�
(0.0198)�
(0.0127)�
(0.0164)�
(0.0302)�
(0.0118)�
(0.0149)�
(0.0048)�
(0.0086)�
�
	(c) 	-Net Income (Loss) ($)�
(123,107)�
42,036�
(232,300)�
(271,977)�
(121,154)�
(168,269)�
(54,189)�
(1,788,310)�
�
		-Net Income (Loss) Per Share ($)�
(0.0166)�
(0.0053)�
(0.02899)�
(0.0339)�
(0.0146)�
(0.02)�
(0.0065)�
(0.192)�
�
		-Net Income (Loss) Per Share - Fully Diluted ($)�
(0.0116)�
0.0066�
(0.0236)�
(0.0280)�
(0.0073)�
(0.0114)�
(0.0015)�
(0.1528)�
�



No dividends have been paid by the Company and the Company has no plans to pay dividends in the foreseeable future.





Item 5 	MANAGEMENT DISCUSSIONS AND ANALYSIS


This discussion and analysis of the results of operations and financial condition of the Company should be read in conjunction with the Company’s audited financial statements and the related notes thereto.


During the past several years the Company has been exclusively engaged in the acquisition and development of mineral resource properties, primarily located in Brazil but also located in the Voisey’s Bay area of Labrador, Newfoundland.  During the year ended December 31, 1996 following the acquisition of 800 mineral claims (totalling 32,376 hectares) located south of the Voisey’s Bay area of Labrador, the Company granted an option to Intercap Resources Management Ltd. of Vancouver, British Columbia, to acquire up to a 50% interest in such claims by making payment of $40,000 to the Company and issuing 50,000 common shares to the Company, but more importantly, by expending not less than $500,000 on exploration and development of the claims on or before the second anniversary date of the agreement.  This enabled the Company to continue focusing its exploration activities on its primary properties located in Brazil while at the same time expanding its opportunities in mineral exploration and development without large capital expenditures being diverted from its Brazilian operations.


During the Company’s last two financial years ending December 31, 1997, the Company’s focus on exploration in Brazil centered on the Tucuma Concession (for gold) in respect of which the Company incurred expenditures on geological mapping, grid installation, soil geochemistry, auger drilling, geophysical surveys and diamond drilling totalling approximately $1,877,635 (U.S.) and on the Aragarcas Concessions (for diamonds) in respect of which the Company incurred expenditures on seismic surveys, auger drilling and bulk testing totalling approximately $2,014,094 (U.S.).


During 1996 the Company completed a private placement of special warrants for total proceeds of $4,250,000.  In addition options and outstanding share purchase warrants were exercised thereby raising an additional $1,508,750.  Total expenditures for exploration and development of the Brazilian Concessions increased to $5,694,395 during 1996 over  that of $2,118,269 for 1995.  In 1996 the Company’s audit and accounting costs increased by $24,407 over that of 1995 (as did certain expenses such as telephone and traveling costs) due to increased procedures required for and time focused on the Company’s operations in Brazil.  Management salaries and benefits remained approximately the same during 1996 as incurred in 1995 as did investor relations fees and costs (which increased by $18,335 over 1995 to a total of $120,750 for 1996).  During the year the Company also experienced an expense deemed to be $150,000 as a result of issuing 12,500 common shares to an arm’s length company as a loan bonus.  During the year ending December 31, 1996 the Company also increased its authorized share capital from 20,000,000 common shares to 100,000,000 common shares.


During 1997 the Company completed the property option payments and share issuances and expenditure obligations pursuant to its agreement with MINARICA and thereby acquired an additional 25% of the outstanding quotas in Brasilca so as to bring its total interest in Brasilca (and hence the Brazilian Concessions) to 50%.  The final consideration paid to MINARICA in this regard was $150,000 (U.S.) and the issuance of 250,000 common shares.  The Company’s total general and administrative expenses during 1997 decreased as compared to the rate of expenditure during 1996 ($460,446 or approximately $38,370 per month as compared to an average of approximately $56,000 per month during 1996).  Expenditures for exploration and development of the Brazilian Concessions totalled approximately $2,330,964 for 1997 representing a monthly decline over the average rate in 1996 due to the Company’s joint venture partners having now become obligated to pay their portion of exploration expenses.  The Company’s investor relations expenses decrease by more than 50% during 1997 as a result of the Company no longer engaging third party investor relations firms to provide such services.  In the last quarter of 1997 the Company completed the distribution of 1,545,000 special warrants thereby raising additional gross proceeds of $1,875,000.  In addition, the Company (and its joint venture partners), based upon the results of exploration on the Rio Maria Concession, relinquished all rights to the Rio Maria Concession back to its original owner.  As a result, the Company wrote off exploration and development expenses totalling $1,675,214 associated with the concession thereby substantially increasing the net loss rendered for the 1997 financial year ($2,131,922) over that recorded for the 1996 financial year ($585,348).  As the Company is primarily a junior resource company engaged in resource property acquisition and exploration it does not have any recurring operating revenues.  Therefore year to year comparisons of operating results is not meaningful in a conventional sense because any income derived by the Company is primarily due only to interest generated on monies raised by the Company pursuant to the issuance of capital (being $25,085 in 1997 and $32,513 in 1996) and any gains the Company may make on foreign exchange rates (being $24,622 in 1997 and nil in 1996).


5.1		Liquidity and Capital Resources


5.1.1	Working Capital and Cash Flow


The Company had a working capital of $1,338,669 as at December 31, 1997 as compared to $2,844,971 as at December 31, 1996 with cash on hand representing a substantial component of working capital in both years (being $1,540,397 in 1997 and $2,714,395 in 1996).  In 1997 the Company also generated cash flow from the sale of marketable securities (being 50,000 shares acquired from Intercap Resource Management Ltd. as part payment to the Company for the option on the Voisey Claims).  To meet cash requirements for 1998 it is anticipated that further financings will be required by the Company.


5.1.2	Equity Financing


During 1997 the Company issued by way of private placement, 1,500,000 special warrants for gross proceeds of $1,875,000 with each special warrant exercisable without additional consideration into one common share and one warrant.  The Company also issued 45,000 additional special warrants (at a deemed price of $1.25 each) and made a cash payment of $37,500 as a commission and a $10,000 cash payment as a corporate finance fee in connection with the private placement.


During 1996 the Company issued, by way of private placement, 1,000,000 special warrants for gross proceeds of $4,250,000 with each special warrant being exercisable without additional consideration into one common share and one warrant.  The Company also issued 40,000 special warrants (at a deemed price of $4.25 each) and made a cash payment of $148,750 as a commission in connection with the private placement.  To facilitate bridge financing pending the closing of the private placement a $1,000,000 loan was obtained by the Company from one of the private placees with interest thereon at 1% per month and a loan bonus of 12,500 common shares in the capital of the Company at a deemed price of $12.00 per share.


5.1.3		Capital Resources


Pursuant to the mineral tenure rules of Labrador, in order for the Company and its partner, Intercap Resource Management Ltd., to maintain title to their jointly held mineral claims in Labrador they must incur certain minimal expenditures per mineral claim per year.  To date, expenditures have been incurred on the claims so as to satisfy these requirements to various expiry dates between the years 2000 and 2003.


Pursuant to the agreement between the Company, Tapajos Gold Inc. and MINARICA expenditures on the Brazilian Concessions are determined by a Management Committee based upon yearly exploration programs and budgets presented to and accepted by the parties.  Each party is required to contribute to such budgets based upon its percentage ownership in the concessions (represented by its percentage of shareholdings in Brasilca).  As a result of the Company holding 50% of the outstanding share capital of Brasilca, the Company is required to contribute to 50% of the exploration budgets (or production budgets should a production decision be made with respect to any of the properties comprising the Brazilian Concessions) or its interest in the properties will be reduced accordingly (by way of a transfer of a proportional number of shares in Brasilca to the other parties).  At the end of the Company’s 1997 financial year such funding commitments for exploration totalled approximately $850,000 (U.S.).  To meet future funding commitments it is likely that the Company will be required to undergo additional equity financings.  However should exploration results prove positive and the trading price of the Company’s shares increase as a result, the Company has outstanding options and warrants, which if exercised, would provide the Company with additional capital which would reduce the need for such further financings.


5.2		Future Prospects


The exploration and development of gold and diamond deposits are highly speculative activities subject to significant risks and unforeseen hazards.  The Company’s ability to realize its investments in exploration projects is dependent upon a number of factors, including the ability to raise the financing necessary to complete those projects and the existence of economically recoverable reserves.





Item 6 	MARKET FOR SECURITIES


The common shares of the Company are traded on the Vancouver Stock Exchange under the symbol “HGV”.





Item 7 	DIRECTORS AND OFFICERS


Name and Municipality of Residence �
Principal Occupation for�the Last Five Years�
Office�
Common Shares Beneficially Owned�
�
Jim Heras(1)�Vancouver, B.C.�Director�
Former Director and Chairman of St. Philips Resources Inc. from February 1993 to January 1996 and former President of St. Philips Resources Inc. from March 1993 to April 1994; former President and owner of Seven Seas Fish Co. from October 1967 to November 1997.�
Director since April 1993 and President from March 1994 to May 8, 1998.�
56,424(3)�
�
George Heras�Vancouver, B.C.�Director and Secretary�
Former Secretary of St. Philips Resources Inc. from June 1995 to January 1996; prior thereto was attending university.�
Director and Secretary since March 13, 1992�
101,000(3)�
�
Lloyd Wilson(1)�Pickering, Ontario�Director and President�
Geoscientist; from 1988 to 1996 a Financial Analyst for Esso Petroleum Co. Ltd. (Products and Chemicals Division).�
Director since September 15, 1997; Vice-President of Exploration and Development from September 15, 1997 to May 7, 1998; President from May 7, 1998 to present�
Nil(3)�
�
Shafiq Nazerali-Walji(5)�North Vancouver, B.C.�Director�
Since January 1992 a Financial Consultant with International Portfolio Management Inc.; since October 1994 a director of Intercap Resource Management Inc.; from February 1995 to December 1995 a director of Multivision Communications Corp; from July 1992 to August 1995 Vice-President and/or director of Canbras Communications Corp. (a Brazilian communications company).�
Director since June 12, 1998�
Nil(3)�
�
Dr. Michael Downes(1) (5)�Toronto, Ontario�Director�
Geologist; from 1990 to 1993 Chief Geologist - Canada for WMC International Ltd.; from 1993 to 1996 Chief Geologist of the America’s for WMC International Ltd.; from 1996 to 1997 Manager of Province Assessment with WMC International Ltd. (a subsidiary of Western Mining Corporation) of Australia.�
Director since May 29, 1998�
Nil(3)�
�
Paul McGuigan(2)�North Vancouver, B.C.�Former Director�
Self employed Professional Geoscientist and consulting geologist; owner of Cambria Geological Ltd. from 1987 to present�
Director from April 4, 1994 to June 12, 1998�
75,000(4)�
�
Franz Scheitz(2)�Schaftlarn, Germany�Former Director�
Certified Public Accountant; from 1980 to present a director of IBC Verwaltung (an international investment and trading company in Munich, Germany); director of Cottagon S.A.�
Director from March 31, 1994 to February 23, 1998�
72,300 (4)�
�



Notes:


(1)	Denotes a member of the Company’s current audit committee.  The Company does not have any executive committees.


(2)	These individuals ceased to be directors of the Company on the dates indicated.


(3)	These shareholdings have been provided by the directors themselves as of June 30, 1998.


(4)	These shareholdings are as of December 31, 1997.


(5)	These individuals became directors of the Company on the dates indicated, following the date of this Annual Information Form.





All of the directors and officers of the Company, other than Lloyd Wilson and Michael Downes, have other business interests and do not devote all of their time to the Company’s affairs.


The Company’s directors (unless they resign earlier) hold office until the next annual general meeting of the Company which must be held in 1999 and prior to June 30 of that year.  The officers of the Company (currently Lloyd Wilson and George Heras) hold their offices at the pleasure of the board of directors of the Company.


As a group, the current directors and officers hold 157,424 common shares of the Company, being approximately 1.7% of the issued and outstanding share capital of the Company as at June 30, 1998.





Item 8 	ADDITIONAL INFORMATION


Additional information is contained in the Information Circular dated May 8, 1998 for the Company’s Annual General Meeting held on June 12, 1998, including directors and officers remuneration and indebtedness, principal holders of the Company’s securities, options to purchase securities and interests of insiders in material transactions.  Additional financial information is provided in the Company’s comparative financial statements for its most recently completed financial year ending December 31, 1997, a copy of which has been filed with the British Columbia Securities Commission.


The Company will provide to any person upon request to the Secretary of the Company:


(a)	when the securities of the Company are in the course of a distribution pursuant to a short form prospectus or a preliminary short form prospectus has been filed in respect of a distribution of its securities;


(i)	one copy of the Annual Information Form of the Company together with one copy of any document or the pertinent pages of any document, incorporated by reference in the Annual Information Form,


(ii)	one copy of the comparative financial statements of the Company for its most recently completed financial year together with the accompanying report of the auditor and one copy of any interim financial statements of the Company subsequent to the financial statements for its most recently completed financial year,


(iii)	one copy of the information circular of the Company in respect of its most recent annual meeting of shareholders that involved the election of directors or one copy of any annual filing prepared in lieu of that information circular, as appropriate, and


(iv)	one copy of any other documents that are incorporated by reference into the preliminary short form prospectus or the short form prospectus and are not required to be provided under (i) to (iii) above; or


(b)	at any time, one copy of any other documents referred to in (a)(i), (ii) and (iii) above, provided the Company may require the payment of a reasonable charge if the request is made by a person who is not a security holder of the Company.
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