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¢) any other matter that properly comes before the Meeting.

In respect of a mater for which a choice is not specified in the Form of Proxy, the nominees named in the
accompanying form will vote shares represented by the proxy for the approval of such matter.

As of the date of this Management Proxy Circular. management of the Corporation knows of no amendment. vanation
or other matter that may coiine before the Meeting, but if any amendment, variation or other matter properly comes
before the Meeting, each nominee intends to vote thereon in accordance with the nominee s best judgment.

VOTING OF SHARES

As of November 9, 2001, the Corporation had outstanding 26,630,921 tully paid and non-assessable common shares
without par value, each carrying the right to ene vote.

Only shareholders of record at the close of business on November 9, 2001, who either attend the Meeting personally or
complete. sign and deliver a Form of Proxy in the manner and subject to the provisions described above. wili be entitled
10 vote or to have their shares voted at the Meeting.

To the knowledge of the Directors and Senior Officers of the Corporation, there are no parties who beneficially own.
directly or indirectly. or exercises control or direction over shares carrying more than 10% of the voting nghts attached
to all outstanding shares of the Corporation.

VOTES NECESSARY TO PASS RESOLUTIONS AT THE ANNUAL MEETING

A majority of the votes cast at the Meeting (in person or by proxy) is required in order to elect Directors and to pass all
the other resolutions referred to in the accompanying Notice of Meeting.

ELECTION QF DIRECTORS

The Articles of Continuation of the Corporation provide that the number of Directors of the Corporation shall be a
minimum of three and a maximum of ten. The term of office of each of the current Directors will expire at the
conclusion of the Meeting. The persons named below will be nominated for election at the Meeting as management's
nominees. Each Director elected will hold office until the conclusion of the next Annual Meeting of the Corporation at
which a Director is elected. unless the Director’s office is carlier vacated in accordance with the provisicns of the
Canada Business Corporations Act. Unless otherwise directed. it is management’s intention to vote proxies in favour
of management's nominees.

The following table sets out the names of managerent’s nominees for election as- Directors, all offices in the
Corporation each now holds. each nominee’s principal occupation. business or employment. the period of time dunng
which each has been a Director of the Corporation and the number of shares of the Corporation beneficially owned by
each. directly or indirectly. or over which each exercised control or direction. as at October 31. 2001:

U.S. Exempt No. 82-2301

p

3
Name, Position & Country | Occupation, Business or Employment Period a Direcror Shares Beneficially
of Residence of Corporation Owned or Controlled

Stanley R. Ford President & Chicf Executive Officer of | November 19, 1990 1,610,724
President, Chief Executive | the Corporation; Professional Engineer;
Officer and Dircctor - Master Business Administration:
Canada President & Director, Pallaum Nevada
Christopher A. Serin Financial Consultant, director of several April 12,1994 2,500
Director public natural resource companies;
Canada Master Business Administranon
Michael A. Devlin B.Sc. (Hons), M.B.A. - Associate of the | September 5, 1995 394.0600
Director Institute of Actuaries (London &
Australia Australia), Associate ol the Secuntics

Institute of Australia; Depury Chairman

of AM Corporation Limited (an

Australian-based pension funds

administratory, Chairman of Absolute

Capital Limited (an Ausrahan-based -

) - : Hedge Fund) )

Robert F. Sheldon B.Sc., Geological Engineenng: semi- March 20, 1997 115.000
Director retired consuliant for the past 5 years: “
Canada director, Altair Intemational Inc. May

1997 to present: director, Aspen

Exploration Corp., 1982 to present: past

president of Newmont Exploration of

Canada Ltd.. past vice president of

Newmont Mines L:td.: past president of

B.C. and Yukon Chamber of Mines and

The Engineers Club

The information as to residence, principal-occupation and shares beneficially owned is not within the knowledge of the
management of the Corporation and has been furnished by the respective nominees

The Corporation does not have an Executive Committee of its directors. The Corporation is required to have an
Audit Committee and the current members of the Audit Commuttee are: Stanley R. Ford. Christopher A. Senin and

Robert F. Sheldon.

EXECUTIVE COMPENSATION

The following tables sets forth all compensation paid in respect of the mdividual who was, at the financial year ended
June 30, 2001, the Chief Execunve Officer of the Corporation. There were no executive officers ot the Corporation
whose total salary and bonus exceeded $100,000 during the financial year ended June 30. 2001.

Summary Compensation Table

There is only one Named Executive Officer of the Corporation. namely, Stanley R. Ford, President and Chief Executive
Officer.

The compensation for the Named Executive Officer for the Corporation’s and its subsidiary’s three most recently
completed tinancial years ended June 30th is as set out beiow:
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DIRECTORS’ AND SENIOR OFFICERS' COMPENSATION

There are no standard arrangements under which Directors or Senior Officers were compensated by the Corporation
and its subsidiaries during the recently completed financial year for their services in their capacity as directors. officers
or consultants; other than a Senior Officer was paid accounting and administrative fees of $37,000 during the past
financial year and Directors and Senior Officers were reimbursed for out-of-pocket expenses.

The following table sets forth information concerning individual grants of options to purchase securities of the
Corporation made during the most recently completed financial year to the Directors and Senior Officers of the
Corporation (other than the Named Executive Officer):

. Market Value
of Secunuies
Name Sccurities % of Total Underlying
Under Options/SARs Exercise Options
Options/SARs Granted to Or on the Date '
Granted All Employees Base Price of Grant Expiration
(#) [n the Financial { ($/Secunties) (S/Security) Date
’ Year ]
Chnistopher Senn 100.000 11% $0.35 $0.34 May 24, 2003
(director) N

U.S. Exempt No. 82-2301

7 ~N
Name and Involvement of Largest Amount Amount Qutstanding
Principal Position Corporation or Outstanding As at Oct. 31, 2001
Subsidiary As at June 30, 2001
Intemational Royalties Corp. ‘" Lender $46.495 $57,230
Stanley R. Ford Lender $11.363 510014
Peter G. Rook-Green Lender $1.201 $1,201

b

T'hese opuons were granted on May 25, 2001

The following table summarizes options exercised by two Directors of the Corporation during the most recentty
completed financial year of the Company:

_ m ' Value of
| ! Unexercised in
Unexercised the Money
i Options/SARs Options/SARs
Securities . Aggregate at June 30/2001 ' at June 30/2001
Acquired on - Value Exercisable/ Exercisable/
Exercise Realized Unexercisable Unexercisable
. #) " # s
Name
Chiristopher Serin 100,000 (Apr. 26/01) $22,000 Nil S Nil
Robert Sheldon 100,000 (May 18/01) $21,000 Nil S Nil

" The aggregate net value is the market value less the exercise price at the date of exercise.

Duning the fast completed financial year, no options were exercised by the other Dircctors of the Corporation.
INDEBTEDNESS OF DIRECTORS AND SENIOR OFFICERS

None of the Directors or Senior Officers of the Corporation, no proposed nominee for election as a Director of the

Corporation. and no associates or affiliates of any of them, 1s or has been indebted to the Corporation at any time since
the beginning of the Corporation’s last completed financial year, other than:

" International Royalties Corp. is a private company controlled by Mr. Ford.
INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

To the knowledge of management of the Corporation. none of the Directors or Senior Officers of the Corporation. or
any associate or affiliate of such person or company. has any material interest, direct or indirect, in any ransaction
during the past year of any proposed transaction which has materially affected or will materially atfect the Corporation.
other than:

Stanley R. Ford. the President and a Director of the Corporation agreed to purchase by way of private placement:

. 200,000 units at $0.20 per unit. Each unit consisted of one (1) common share and one (1) 24-month.share
purchase warrant (the “Warrant™) entitling Mr. Ford to purchase one (1) additional common sharé of the
Corporation on or before April 26, 2003 at a price of $0.26 per share. Mr. Ford has not exercised the Warrant
in whole or in part.

INTEREST OF CERTAIN PERSONS AND COMPANIES IN MATTERS TO BE ACTED UPON

Except as sct out herein or under “Particulars of Other Matters 1o be Acted Upon™. and other than the election of
Directors or the appointment of’ Auditor, no Director or Senior Officer of the Corporation or any proposed nominee of’
the management of the Corporation for election as a Director of the Corporation, nor any associate or affiliate of the
foregoing persons has any substantial interest direct or indirect. by way of beneficial ownership or otherwise in rmatters
to be acted upon at the Meeting.

APPOINTMENT AND REMUNERATION OF AUDITOR

The persons named in the enclosed Form of Proxy will vote for the appointment of Morgan & Company. Chartered
Accountants, Vancouver, Brinsh Columbia, as auditor for the Corporation. to hold office until the next Annual Meeting
of the Shareholders at a remuneration to be fixed by the Board ol Directors. Morgan & Company has been auditor of’
the Corporation since November 8, 1994.

MANAGEMENT CONTRACTS

None other than as previously set forth,
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British Columbia
Securities Commission

QUARTERLY REPORT
Form 51-901F

(Formerly Form 61)

SCHEDULE A: FINANCIAL INFORMATION
SCHEDULE B: SUPPLEMENTARY INFORMATION
SCHEDULE C: MANAGEMENT DISCUSSION
ISSUER DETAILS

Name of Issuer

PALLAUM MINERALS LTD.

June 30, 2001

For Quarter Ended ~

Date of Report

November 13, 2001

Issuer’s Address

Suite 1000 — 355 Burrard Street
VYancouver, B.C. V6C 2G8

Issuer’s Fax No.

604-687-0384

Issuer’s Telephone No.

604-687-5257

Contact Person

Peter G. Rook Green, CMA

Contact s Position

Corporate Secretary

Contact's Telephone No.

604-507-2150

CERTIFICATE

The three schedules required to complete this Quartérly Report are attached and the
disclosures contained herein have been approved by the Board of Directors. A copy of this
Quarterly Report will be provided to any shareholder who requests it.

Director’s Signature

“Stanley R. Ford”

Print Full Nanie

Staniey R. Ford,
Director

Dute Signed

November 13, 2001

Director's Signature

“Christopher A. Serin”

Print Full Name

Christopher A. Serin
Director

Date Signed

November 13, 2001

Pallaum Minerals Ltd.

Consolidated Financial Statements
Schedule "A”

June 30, 2001 and 2000

U.S. Exempt No. 82-2301
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U.S. Exempt No. 82-2301

~a

PALLAUM MINERALS LTD. PALLAUM MINERALS LTD.
Consolidated Statements of Loss and Deficit Consolidated Statements of Cash Flows
For Years Ended June 30, 2001 and 2000 For Years Ended June 30, 2001 and 2000
2001 2000 2001 2000
Interest Income . '3 1,443 $ 718 Operating Activities
. o - . . Loss for the year $ (481,014) $ (352,306)
Administration Costs : o Items not affecting cash:
Accounting and audit fees 42,740 35,450 Amortization 349 436
Administration 63,549 39,507 Write-off of resource properties 60,381 90,706
Amortization 349 436
Consulting fees o 135,103 44 904 ’ (420,284) (261,164)
Management fees 36,000 36,000
Legal fees 37,292 6,508 Change in non-cash working capital
Promotion : 44,178 67,284 Related to operations
Regulatory and transfer agent fees 20,744 19.688 Accounts receivable 84,694 (97.077)
Shareholder communications : 2,607 1,671 Prepaid expenses (2,700) — .
Travel 37,033 10.030 Accounts payable 52,876 (72.760)
Loss {gain) on U.S. exchange 2,481 840 134,870 (169,837)
422,076 262,318 ) \
(285,414) (431.007)
Loss before the following (420,633) - (261,600)
o Investing Activities
Write-off of resource properties (Note 3b) (60,381) (90,706) Investment in resource properties and deferred
v ] S . . exploration and development costs (net) (676,920) (93,831)
Loss for the year . . (481,014) (352,306)
: : Co Financing Activities
Deficit Beginning Of Year (8,423,514) (8.071,208) Issuance of shares for cash net of related expenses 927,250 718,300
Share subscriptions receivable 20,826 (110,10Q)
Deficit — End of Year $ (8,904,528) $ (8.423,514) Loan payable 38,937 (40.500)
’ Advances from (to) related parties (30,916) (36,063)
Loss per share $ 0.02) % (0.02) 956,097 531,637
Increase {Decrease) in Cash During The Year $ (6,237) $ 6.805
Cash, Beginning Of Year $ 8,927 § 2122
Cash, End Of Year $ 2690 § 8,927

Supplementat Information on Non-Cash Investing & Financing Activities

During the 2001 fiscal year, non-cash transactions included 182,500 shares issued for finders’ fees for
deemed proceeds of $36.,500. During the 2000 fiscal year, non-cash transactions included 218,800
shares issued for finders’ fees for deemed proceeds of $26.988 and 387,056 shares issued for debt for
deemed proceeds of $96.764,

See Accompanying Notes to Financial Statements See Accompanying Notes to Financial Statements
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PALLAUM MINERALS LTD.
Notes to Consolidated Financial Statements
June 30, 2001 and 2000

U.S. Exempt No. 82-2301

PALLAUM MINERALS LTD.

Notes to Consolidated Financial Statements
June 30, 2001 and 2000

SIGNIFICANT ACCOUNTING POLICIES, continued: 3 RESOURCE PROPERTIES AND DEFERRED EXPLORATION AND DEVELOPMENT COSTS,
. continued:

Einancial {nstrument:

The carrying amounts- for cash and short term deposits, accounts and advances receivable, accounts a) Mineral Properties, continued

payable, accrued lia es, due to/from related parties and share subscriptions payable on the balance
sheets approximate fair value because of the imited term of these instruments. Fair value estimates are
made at the balance sheet date, based on relevant information about the financial instrument.

Eoreign Currency Translation
Transactions Snoama in United States dollars mﬂm translated as follows:

- Boam_mQ assets and fiabilities at the rates prevailing at the balarce mzmﬁ date.
- non-monetary:assets and liabilities at historic rates.

- income and expenses at the average rate in effect during the year.
- exchange gains or losses are recorded in the consolidated statement of operations and deficit.

Stock Based nsati
Employee and a:monoq stock options granted 3 the noaum:< (as described in Note 4c)) are not
recognized in the ‘accounts until exercised, and then are recorded only as a credit to share capital to the
extent of the exercise price. No remuneration expense is recarded by the Company on the excess, if any,
of the trading price of the stock over its exercise price.

a)

RESOURCE PROPERTIES AND DEFERRED EXPLORATION AND DEVELOPMENT COSTS
a) Mineral Properties:

Labrador Nickel Syndicate

The Company and a company then related by a common officer. and director -formed the Labrador
Nickel Syndicate (“LNS") and optioned a 100% interest in seventeen praperties totaling 2,529 claims
located in the Voisey Bay/Harp Lake area of Labrador. LNS is a 50-50 joint venture between the two
companies.

Under the agreements. the Company issued 100.000 shares to a third party ‘Who staked the claims.
and issued finders' fees consisting of 108,750 m:m:ww and $500 to a group who arranged for the
) :m:mmn:o: . .-

.\ ‘

" On June 21, 1995, the Company announced that the land position had been increased to 2.533
claims south of the major Voisey's Bay discovery, and that pursuant to an agreement between itself,
the related company, and a public company ("Pubco”), it was agreed that Pubco could earn a 50%
interest in the property, subject to a net smeiter return royalty of 3% payable to the staker, for
$250,000 and the issuance of 350,000 shares of the public company paid to the staker. and work
commitments totaling $500,000.

In November, 1995, the public company earned a 50% interest in the property in accordance with the
terms of the agreement. The parties have agreed in principle to the terms of a _05. <m3c6 on the
oanm:_mm

In 1998, the LNS decided to reduce its 3o_a_3mm to the core 250 mineral ciaims, comprising two
properties, identified as the Adlatok River 1, and the Adlatok River 2

t abrador Nickel! Syndicate, continued

in January, 2001, the Company entered into an agreement with Pubco whereby the Adlatok River 1
property would be grouped with an adjoining mineral license held by Pubco and another public
company. Assessment credits would then be applicable to the grouped claims such that the tenure
would be extended for nine years from 2001, In return for the grouping. the Company transferred to
Pubco and the other public company an undivided 5% beneficial interest in the Adlatok River 1
property, leaving the Company with a 20% interest in Adlatok River 1. The Company also agreed that
it would not earn any interest in the adjeining mineral licence.

The Company retains a 25% interest in the Adlatok River 2 Property

s’

0Oil and Gas Properties:

Hood County Qil Prospect

The Company signed an agreement with International Oil & Gas Inc. to acquire a 12.8205 percent
leasehold interest, or a 10% net revenue interest. in a 5000-acre gas/oil prospect in Hood County,
Texas. The prospect is iocated on the edge of the Lipann gas field, which is approximately 30 miles
southwest of Ft. Worth, Texas. The first hole commenced drilling in October 2000, and the initial
program was completed in early November. The Operator identified three major zones with gas
showings in the Wood Reef No 1 welt. Gas showings were measured in three areas. On November
13, 2000, the Company announced that the operator has been instructed to complete the well, ard to
place it into commercial production. International Oil & Gas has negotiated a gas delivery contract.

The Company agreed to participate in the drilling of an additional two wells, Wood Reef Wells Nos. 2
and 3. The agreement has been revised so that the Company now has a 24.333 percent‘leasehold
interest, or a 18.97% net revenue interest in these additional wells.

The Company has also agreed to participate in a further five-well program, in which the Company will
earn a leasehold interest of 25%. or a net revenue interest of 19.5%.

Archer County Oil Prospect

The Company executed an agreement to acquire a 22-1/2 percent working interest or an 18% net
revenue interest in an oil and gas prospect in Archer County, Texas. The well was drilied and the
front edge of the reef was intersected. The results of the drilling did not indicate hydrocarbons of
significance. As a result, the Company has written off the costs incurred on the well.

Under an area of mutual interest (AMI) clause in the Company's agreement, the Company has the
first right of refusal to participate in any well driled on any additional acreage acquired by Oil for
America that lies within a five-mile radius of the first well drilled. Oil for America recently acquired a
further 133 contiguous acres and the Campany can elect to acquire a 22.5 percent working interest in
the additional acreage

St. Martinville Oil Prospect
During the 2000 fiscal year, the Company entered into an agreement to acquire a 15% interest in the
St Martinville Field, Louisiana Prospect. The Company drilled unsuccessfuily, plugged the well, and
abandoned the property. All costs relating to the property were written off.

<
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PALLAUM MINERALS LTD.
Notes to Consolidated Financial Statements
June 30, 2001 and 2000

SUBSEQUENT EVENTS

Subsequent to the year end, the Company:

1.

Announced and closed a private placement consisting of 1,662,500 units priced at $0.20 per unit.
£ach unit consists of one share and one two-year share purchase warrant that enables the
investor to purchase an additionai 1,662,500 shares at $0.27 per share. Finders’ fees totaling
67,250 shares were issued at a deemed price of $0.21 per share.

Proposed to grant 1,185,000 stock options to directors and empioyees at a price of $0.15 per
share exercisable for two years. This transaction is subject to regulatory approval.

Proposed to reduce the exercise price of 675,000 existing stock options from $0.36 per share to
$0.15 per share. The expiry date of these options is March 15, 2005. This transaction is subject to
regulatory approval.

Issued 816,000 shares pursuant to the exercise of share purchase warrants at $0.15 per share for
total proceeds of $122,400; issued 1.662,500 shares, pursuant to a private placement at $0.20
per share for proceeds of $332,500; and issued 67.250 shares for finders fees for deemed
proceeds of $14,123. :

The company has agreed to enter into an agreement with Falconbridge Limited, Donner Minerals,
SVB Nickel Company Ltd., Major General Resources Lid. and Northern Abitibi Mining Corp.
wherein Faiconbridge will earn a 50-per-cent interest in the South Voisey's Bay properties by
expending $23 million. The Company owns a 25-per-cent interest in the 37.5 square-kilometre
Adlatok River 2 property which will be a part, of the Falconbridge agreement. The Company also
owns a 20-per-cent interest in the Adlatok River 1 property located adjacent to Major General's
property. This property has been kept out of the agreement.

The Company received US$87,500 each from two arm's length companies for a total of
US$175,000 in return for assignments of an undivided one-quarter interest in two wells located in
Hood County, Texas, described as the Mesa Wood A-3 and the Mesa Wood 8-4 wells, such one-
quarter undivided interest equating to a 6.25% leasehold interest and a 4.875% net revenue
interest in such two wells to each company. |

The Company received a US$$185,000 financing that will be used to drill the Mesa Wood #3 and
the Mesa Wood #4 wells. This project financing for the wells was by means of a loan from an
arm's length company that will be paid back and secured by the Company's Hood County
production. The Company will bonus the lender for' putting up the funds by transferring a 4%
interest in the Mesa Wood #1 (Previously named the Wood Reef #2) and Mesa Wood A #2
(Previously named the Wood Reef #3) wells on October 1, 2002 to the lender. ,

U.S. Exempt No. 82-2301

PALLAUM MINERALS LTD. X
SCHEDULE “B”
Supplementary Information
For the Year ended June 30,2001
Page 1 of 2

=

Resource Property costs incurred during the year were 3676920, and are shown on the “Consolidated Schedules of
Resource Property Deferred Costs™.

General & administrauve expenses amounted to $422,076 for the year. compared to $262.318 in the prior year. Included in
the total for the current period is administration of $63,549, which is made up of: Telephone & fax $19.972; Rent $20.468:
Printing & office supplies $6.294; and other $16.815. Please refer to the “Consolidated Statemnents of Loss and Deficit” for
the period ended Junc 30, 2001. The increased general & administrative expenses reflect increased activity in the current
period compared to June 30, 2000. In the current period, the Company incurred $60.381 for its share of drilling costs on the
Archer County, Texas o1l and pas prospect. As the results revealed no hydrocarbons of significance, the costs were written
off.

Related party expenditures for the year consisted of $36.000 paid for management fees and $24.168 for office rent ardl
services paid to a company conuciled by a director: and $37,000 paid to a company contolled by an officer for financial.
administrative, and corporate secretarial services.

Summary of Securities {ssued and Options Granted

(a) Secunities Issued during the year:

Date of Issue Units Security Tvpe of Issuance Price/Unit Cash Proceeds
Sept 27/00 250,000 Common Exercise Warrants S0.10 S 25.000
Oct. 25/00 833333 Common Exercise Warrants $0.15 125,000
Oct, 27/00 177,500 Commeon Exercise Warrants $0.26 46,150
Nov 17/00 250,000 Common Excrcise Warrants $0.10 25,000
Jan. 11/0] 139,000 Common Exercise Wamrants S0.15 20,850
Feb. 6/01 100,000 Common Exercise Warranis $0.15 15,000
Feb. 16/01 205,000 Common Exercise Warrants 50.15 30.750
Feb. 23/01 150,000 Common Excrcise Options $0.45 22.5%
Feb. 23/01 30,000 Common Excraise Warrants $0.15 4,300
Feb. 27/01 130,000 Common Excraise Warranis $0.1s 19,500
Apr. 26/01 100.000 Common Exercise Options 3015 15.000
May 4/01 186.667 Common Exercise Warranis S0.15 T 28.000
May 7/01 2,475,000 Commeon Private Placcment $0.20 495,000
May T/01 182,500 Common Finders Fee $0.20 —_
May 1801 100.000 Common Excraise Options S0.15 15.000
May 22/01 50,000 Common Excraise Options 50.25 7,500
May 24/01 30.000 Common Excraise Options $0.25 7.500
May 29/01 40,000 Common Exercise Options 50.25 10.000
June | 1/0t 100,000 Common Exercise Warrants S0.15 15.000

by Summary of options granted dunng the year:
Name Date Number Exercise Price Expiry Date

EmployeesConsultant Sept. 13, 2000 200.000 30.22 Sept. 13,2003

EmployeeConsultant May 24,2004 700.000 $0.35 May 24, 2003

(a) Authorized share capital:
Unlimited number of common shares without par value
Unlimited number of Class A preferred shares without par value ‘
Unlimited number of Class B preferred shares without par value

(b) Issued and outsianding shares: 23.925,171 common shares
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ITION, continued

Hood County Gas/Qil Prospect. Continued:

The Company participated in an additional two-well project. Wood Reef No. 2 and Wood Reef No. 3. The agreement has
been revised so that the Company holds a 24.333 percent leaschold interest, or an 18.97°% net revenue interest in these two
wells.

The Company agreed to participaie in a further five-well program, in which the Company wiil eamn a leasehold interest of 24%,
or a net revenue interest of 19.5%. Work commenced on the first two welis in June, 2001. The Mesa Wood ro. 3 well dnlling
was completed in September. 2001, so that the Company now has an interest in a total of four wells. The wells have been
renamed as the Mesa Wood #1. the Mesa Wood #A-2. the Mesa Wood #A -3, and the Mesa Wood B-4.

Archer County Qil Prospect

The Company executed an agreement to acquire a 22-1/2 percent working interest or an 18% net revenue witerest 1 an oil and
gas prospect n Archer County, Texas. The well was drilled and the front edge of the recf was intersected. The results of the
drilling did not indicate hydrocarbons of significance. As a result. the Company has written off the costs incurred on the well.

Under an area of mutual interest (AMI) clause in the Company’s agreement, the Company has the first right of refusal to
participate in any well drilled on any additional acreage acquired by Oil for Amcrica that lies within a five-mile radius of the
first well drilled. Oil for America recently mnncﬁa a further _uu contiguous acres and the ﬁo:iu:< can a_nn. to acquire a 225
percent working ::nnnﬂ in _rn addrional acreage.* *

Labrador Nickel Syndicate (“LNS™) 4 .

In 1998. the LNS decided to reduce its holdings to Sn core Nmo :EEE_ claims, compnsing two preperties. identfied as the
Adlatok River 1, and the Adlatok River 2.

In January, 2001, the Company eniered into an agreement with Pubco whereby the Adlatok River | property would be
grouped with an adjoining mineral license held by Pubco and another public company. Assessment credits would then be
applicable to the grouped claims such that the tenure would be extended for ninc years from 2004, In retwm for the grouping,
the Company transferred to Pubco and the other public company an undivided 5% beneficial interest in the Adlatok River |
property, leaving the Company with o 20% interest in Adlatok River. |, ‘THé¢ Comipany-also .Ez_.n that it would not earm any
interest in the adjoining mineral licence.

The Company rewins a 25% interest in the Adlatok River 2 Property.

Related Party Expenditures

Related party expenditures incurred in the year consisted of $36.000 paid for management fees and $24.168 for office facilities and
services paid to a company controlled by a director; and $37.000 paid 10 a company conmolled by an oificer for financial.
admunistranive, and corporate secretarial services.

The Company entered into a management conwact dated May 1. 1997. as amended with Intemational Royalties Corporation
('IRC™. a company controtled by Stanley R. Ford. the President and Chief Execunve Officer of the Company, whereby [RC
rrovides management services as well as office facilities. secretarial, telephone, and general office services in return for the payment
of $4.485 per month, (increased 10 $5.500 per month effective April, 2001). and reimbursement of all expenses incurred by IRC on
behalf of the Company plus a handling fee of 10% applicable to all disbursements incurred. The management contract has a one-
vear tenm but is renewable by consent of both parties. , .

Under an agreement berween [RC and R-G Management (“R-G") a cormpany owned by Peter G. Rook-Green. Corporate Secretary
and Chief Financial Officer of the Company, R-G provides accounting, administrative and corporate secretanal services (o the
Company. R-G i$ compensated at a rate of $3,000 per month for such services. (Increased to $4.000 per month effective June 30,
2001).
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Investor Relations

Effective September 1, 2000, the Company entered into a six-month contract with Cntical Link Communications of Vancouver. an
amm’s length company to carry out investor relations and to assist the Company in raising capital for further oil and gas projects. The
contract called for the Company to pay a monthly retainer of $3,500, and issued Critical Link Conununications an option to purchase
200.000 shares of the company at an exercise price of $0.22 per share, exercisable for a peniod of two years. During the period. the
Company paid Critical Link Communicadons $21.000. Regulatory approval of this transaction was received on October 17, 2000.

Subscquent to the quarter. the Company:

a) Announced and closed a private placement consisting of 1,662,500 units priced at $0.20 per unit. Each unit consists of one
share and one two-year share purchase warrant that enables the investor to purchase an additional 1,662,500 shares at $0.27
per share. Finders’ fees totaling 67,250 shares were issued at a deemed price of $0.21 per share.

b) Proposed to grant 1.185.000 stock options to directors and employees at a price of $0.15 per share exercisable for twg,
years. This transaction is subject to regulatory approval.

) Proposed to reduce the exercise price of 675,000 existing stock options from $0.36 per share 10 $0.15 per share. ;n\rn_a\
date of these options is March 15, 2005. This wransaction is subject to regulatory approval

d) Issued 816,000 shares pursuant to the exercise of share purchase warrants at $0.15 per share for total proceeds of $122.400:

issued 1.662.500 shares. pursuant to a private placement at $0.20 per share for proceeds of $332,500; and issued 67.250
shares for finders fees for deemed proceeds of $14,123.

) The company has agreed to enter intc an agreement with Falconbridge Limited, Donner Munerals. SVB Nickel Company
Lid., Major General Resources Ltd. and Northern Abitibi Mining Corp. wherein Falconbridge will eam a 50-per-cent
interest in the South Voisey's Bay properties by expending $23 million. The Company owns a 25-per-cent interest wn the
37.5 square-kilometre Adlatok River 2 property which will be a part of the Falconbridge agreement. The Company also
owns a 20-per-cent interest in the Adlatok River | property located adjacent to Major General's property. This properiy has
been kept out of the agreement.

f) The Company received US$87.500 each from two arm’s length companues for a total of US$175,000 ini return for
assignments of an undivided one-quarter interest in two wells located in Hood County, Texas. described as the Mesa Wood
A-3 and the Mesa Wood B~ wells, such one-quarter undivided interest equatng 10 a 6.25% leasehold interest and 2
4.875% net revenue interest in such two wells to each company.

2) The Company received a US$185.000 financing that will be used to dnill the Mesa Wood #3 and the Mesa Wood #4 wells
This project financing for the wells was by means of a loan from an arm’s length company that will be paid back and
secured by the Company's Hood County production. The Company will bonus the lender for putting up the funds bv
transferring a 4% interest i the Mesa Wood #1 (Previously named the Wood Reef #2) and Mesa Wood A #2 (Previously
named the Wood Reef #3) wells on October |, 2002 to the lender.

LIQUIDITY AND SQOLVENCY

As at June 30, 2001, the Company had a working capital deficiency of $13.375. Since inception, the Company’s capital resources
have been limited. As the Company has no producing resource propertics, its only sources of revenue have been limited amounts
trom interest and investment income. As a result. the Company has had to rely upon the sale of equity securities through public
offerings, private placements, and the exercise of stock options and warrants for funds required for acquisition, exploration and
development of resource properties, and for administrative expenses.




