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CADRE RESOURCES LTD.

PSR T2 Corisimalake BC | Oﬂio(;zozaﬂg
VOH1EO e FINANG AL
Tel: (250) 447-6641 %@%\‘j =
NOTICE OF ANNUAL AND EXTRAORDINARY GEN it
MEMBERS
LR
TO THE MEMBERS: 03032223

NOTICE IS HEREBY GIVEN that the Annual and Extraordinary General Meeting of
Cadre Resources Ltd. (the "Company") will be held at 1040-999 West Hastings Street,
Vancouver, B.C. V6C 2W2, on Thursday, October 9, 2003 at 10:00 a.m. (local time) to
transact the usual business of an Annual General Meeting and for the following purposes:

L. To receive the Report of the Directors to the Members.
2. To receive the financial statements of the Company and its subsidiaries for the fiscal

period ended October 31, 2002 and the six-month period ended April 30, 2003 and the
reports of the auditor thereon.

3. To appoint an auditor for the Company to hold office until the close of the next Annual
General Meeting.

4. To authorize the directors to fix the remuneration to be paid to the auditor of the
Company.

5. | To elect directors to hold office until the close of the next Annual General Meeting.

6. To consider, and if thought fit, to approve, with or without amendment, an ordinary

resolution for the establishment of an Incentive Stock Option Plan (the “Plan”),
whereunder the Company will allocate and reserve its common shares from time to time
for the purpose of granting options under the Plan, as more fully set forth in the
Information Circular accompanying this Notice, subject to a maximum of 2,080,000
shares being under option.

INSIDERS TO WHOM SHARES MAY BE ISSUED UNDER THE PLAN, AND
THEIR RESPECTIVE ASSOCIATES AND AFFILIATES, WILL ABSTAIN
FROM VOTING ON THE FOREGOING RESOLUTION. THE APPROVAL OF
A MAJORITY OF DISINTERESTED MEMBERS OF THE COMPANY IS
THEREFORE SOUGHT.

y % ‘
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7. To consider and, if thought fit, to app-r_ove,v with or without amendment, a special
-, resolution amending the Company’s Articles of Amendment, all as more fully set forth in
“the Information Circular attached hereto and forrmng a part hereof.

8. To consider and, if thought fit, to approve w1th or w1thout amendment a General By-Law
of the Company relating generally to the transaction of the business and affairs of the
Company, all as more fully set forth in the Information Circular attached hereto and

forming a part hereof.

9. To transact such other business as may properly come before the meeting or any
adjournment or adJournments thereof! "’ R

The accompanying Informatlon Clrcular prov1des additional information relating to the
matters to be dealt with at the Meeting and is deemed to form part of this Notice. Copies of any
documents to be considered, approved, ratified and adopted or authorized at the Meeting will be
available for inspection at the reglstered and records office of the Company at 1040-999 West
Hastings Street, Vancouver, B.C. V6C 2W2, durmg normal busmess hours up to October 9,
2003 being the date of the Meeting, and at the Meeting. '

The directors of the Company fixed the close of business on September 4, 2003 as the
record date for determining holders of common ‘shares who are entitled to vote at the Meeting.

A member entltled to attend and vote at the Meetmg is entltled to appoint a proxy to
attend and vote in his stead. Ifyou are unable to attena the Meeting in person, please complete,
sign and date the enclosed Form of Proxy and return the same in the enclosed return envelope
provided for that purpose within the time and to the location in accordance with the instructions
set out in the Form of Proxy and Informatlon Clrcular accompanylng this Notice.

R

Please advise the Company of any change m your address
DATED at Vancouver B C tlns 9th day of September 2003

BY ORDER OF THE BOARD
E . Cadre Resources Ltd

“R Page Chzlcott”

R Page Chllcott Premdent

p:\clients\I-sedar\cadre\am\2003\csl-nom.doc



CADRE RESOURCES LTD.
- PO.Box78 = ...
Chnstma Lake B C VOH 1EO

MANAGEMENT INFORMATION CIRCULAR

Asat September 3 2003
- unless otherwise noted

SOLICITATION OF PROXIES
This Information Circular is furnished in connection with the solicitation of proxies

by the management.of CADRE RESOURCES LTD. (the "Company"), at the time and
place and for the purposes set forth in the Notlce of Meetmg

It is expected that the sohc1tatlon w111 be pnmanly by mall Prox1es may also be solicited
personally or by telephone by. directors, ofﬁcers or employees of the Company at nommal cost
The cost of this solicitation will be borne by the Company i

L

NOTICE OF RECORD DATE

A notice pertaining to the Meetmg and establishing the record date on September 4,2003,
as required by Section 134 of the Canada Business Corporations Act; was delivered to the British
Columbia Securities Commlss1on, _the Alberta Securltles Commission and the TSX Ventu.re
Exchange and was pubhshed in the Globe & Ma11 on August 25 2003 -

o . e

APPOINTMENT AND REVOCATION OF PROX]ES

The persons named in the accompanymg Form of Proxy are nominees of the Company's
management. A shareholder desiring to- appoint some other person (who need not be a
shareholder) to represent hlm at the meetmg may do so either by:

@ STRIK]NG OUT THE. PRINTED NAMES AND INSERTING THE DESIRED
- PERSON'S NAME IN THZE BLANK SPACE PROVIDED IN THE FORM OF
PROXY; OR ‘
.(b) BY COl\/IPLETING AN OTI-[ER PROPER FORM OF PROXY.

The completed proxy must be depos1ted at the office of Computershare Trust Company of

Canada, Proxy Department, 100 University Avenue, Toronto, Ontario M5J 2Y1 not less than 48
hours (excluding Saturdays, Sundays and holidays) before the time fixed for the meeting.
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Pursuant to Section 148(4) of the :Canada Business Corporations Act:(the "Act"), a
shareholder who has given a proxy may revoke it by an instrument in writing by the shareholder
or by his attomey in writing or, where the shareholder is a corporation, by a duly authorized
officer or attorney of the corporation, and delivered either to the office of Computershare Trust
Company of Canada, Corporate Trust Department, or to. the registered office of the Corporation,
1040-999 West Hastings Street, Vancouver, B.C. V6C 2W2, ‘at any time up to and including the
last business day preceding the day of the meeting, or-any adjournment thereof, or to the
Chairman of the meeting or any adjournment:thereof, or in any other- manner provided by law. A
revocation of a proxy docs not affect any ma‘ter on’ whlch a.vote-has been taken pnor to the
revocation. :

- VOTING OF PROXIES.

- If the instructions as to votmg mdxcated in'the proxy are centam the shares represented by
the proxy will be voted on any poll and where a choice with respect to any matter to be acted
upon has been specified in the proxy, the shares will be voted on aniy poll in accordance with the
specifications so made. IF A CHOICE IS NOT SO SPECIFIED, IT IS INTENDED THAT THE
PERSON DESIGNATED BY MANAGEMENT IN THE ACCOMPANYING FORM OF
PROXY WILL VOTE THE SHARES REPRESENTED BY THE PROXY IN FAVOUR OF

EACH MATTER IDENTIFIED ON THE FORM OF PROXY AND FOR THE NOM]NEES OF
M_ANAGEMENT FOR DIRECTORS AND AUDIT OR '

‘The form of proxy accompanying tkus Informatlon Clrcular confers dlscretlonary
authority upon the named proxyholder with respect to amendments or variations to the matters
identified in the accompanying Notice of Meeting and with respect to any other matters which
may properly come before the meeting. As of the date of this Information Circular, the
management of the Company knows of no such amendment or variation or matters to come
before the meeting other than those referred to in‘the accompanying Notice of Meeting.

NOTICE TO BENEFICIAL HOLDERS OF COMMON SHARES

The information inthis section is.of significant importance to many shareholders, as a
substantial number of shareholders do not hold Shares registered .in their own names. These
shareholders (“Beneficial Shareholders™) should note that only proxies deposited by persons
whose names appear on the register of shareholders of the Company (“Registered Shareholders™)
can be recognized and acted upon at the Meeting. If Shares are listed in an account statement
provided to a shareholder by a broker, then, in almost all cases, those shares will not be registered
in the name of the shareholder on the Company’s Register of Shareholders. Such shares will,
more likely, be reglst’ered under the name of the shareholder’s broker or its nominee. In Canada,
the vast majority of such Shares are registered under the name of CDS & Co., which acts as a
nominee for many Canadian brokerage firms. Shares held by brokers for their clients can only be
voted (for or agamst resolutions) upon the mstructlons of the Beneficial Shareholder. Without
spec1ﬁc mstructlons the broker/nommees are proh1b1ted from votmg the Shares for then' clients.
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The Company does not know for whose beneﬁt the Shares registered in the name of CDS & Co.
are held : - ‘

Applicable regulatory - policy: requires - intetmediaries to seek voting instructions from
Beneficial Shareholders in advance.of shareholders’ meetings. Every intermediary/broker has its
own mailing procedures, and provides its own return instructions, which should be carefully
followed by Beneficial Shareholders.in order to ensure that their Shares are voted at the Meeting.
Often, the form of proxy supplied to a:Beneficial Shareholder by a broker is identical to the form
of proxy provided to Registered -Shareholders. However, its.purpose is limited to instructing the
broker/nominee how to vote on behalf of the Beneficial Shareholder. Most brokers delegate
responsibility for obtaining instructions from clients to ADP Investor Communications (“ADP”).
ADP typically provides Beneficial Shareholders with their own form of proxy, and asks
Beneficial Shareholders to return the proxy forms to ADP or to vote their Shares by telephone. A
Beneficial Shareholder receiving such a proxy from ADP cannot use that proxy to vote his or her
shares directly at the Meetmg Accordmgly, it I strongly ‘tecommended that Beneficial
Shareholders return their. completed proxres or record the1r votes by telephone with ADP, well in
advance of the Meeting.

INTEREST OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON

.. f t’ (1 .ﬂ' ; “\ €, L ; ;
Other than as d.lSClOSGd elsewhere herem none of the followmg persons has any matenal
interest, direct or indirect, by way of beneficial ownership of securities or otherwise, in any

matter to be acted upon other than the electlon of d1rectors or the appomtment of management:

(a) . any d1rector or senior ofﬁcer of the Company since the commencement of the Company's
.~ last completed financial year; :

(b)  any proposed nominee for election as a drrector of the Company, and

©) any associate or affiliate of any of the foregoing-persons. -.

FINANCIAL STATEMENTS ‘& DIRECTORS. REPORT .

The Report of the Directors.to Shareholders and the~consolidated financial statements of
the Company for the year ended October 31;.2002 and the six-month:period ended April 30, 2003
(collectively the “Financial Statements™), together with the: Auditors’ Report thereon, will be
presented to the shareholders at the: Meetlng These documents are; bemg mailed to shareholders
w1th this Information Circular. . = . o0 0 arin o v L e o

A LI S - R

APPOINTMENTANDREMUNERATIONOF AUDITOR

’ 'The management of the Corporatlon proposes to nommate Davxdson & Company,
Chartered Accountants, of 1270 609 Granvrlle Street, §2 O Box 10372 Pacific Centre,
Vancouver, B.C. V7Y 1G6, as audltor of the Corporatlon to hold ofﬁce untrl the close of the next
Annual General Meeting of shareholders. It is proposed ‘that the remunieration to be paid to the
auditor be fixed by the directors.
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‘ Davidson & Cornpany was first appomted auditor of the c'opr}‘aﬁon‘ on February §,
2001.

VOTING SECURITIES AND PRINCIPAL HOLDERS THEREOF

The Company is authonzed to issue 100 000 000 Common Shares without par value (the
"Common Shares"). 10, 421 715 Common Shares are 1ssucd and outstandmg

Only the holders oft Common S’lares are entltled to-vote-at the Meeting and the holders of
Common Shares are entitled to one vote for ‘each Common Share ‘held. The directors of the
Company fixed September 4, 2003 as the record date for the determmatlon of the shareholders
entitled to vote at the Annual and Extraordmary General Meetmg ‘

To the knowledge of the dlrectors and ‘senior officers of the Company, the following are -
the only persons beneficially ownmg dlrectly or mdlrectly, or exerclsmg contro! or direction over
voting securities carrying. more: than 10% of the votmg nghts attached to any class of votmg
securities of the Company: ¥ S :

TN .
NEXR Aiad

i |+~ Number of Vbti'n"g‘ i | . Peércentage of Issued -
Name . .=~} Securities VonnLcurlnes
Nick Shimazo Nishiwaki, = =~ = | = 1,500,000 Common 14.39%
‘4 ELECTION OF DIRECTORS

The Board of Directors presently con51sts of ﬁve d1rectors and 1t 1s mtended to elect five
directors for the ensumg year

The term of ofﬁce of each of the present d1rectors explres at the Meetlng

The persons named. in the followmg table are proposed by management for election as
d1rectors of the Company “Bach director elected will hold office until the next Annual General
Meeting or until his successor is duly elected or appointed, unless his office is earlier vacated in
accordance with the Articles of the Company or he becomes disqualified to act as a director. In
the absence of instructions to the contrary, the enclosed Proxy will be voted for the nominees
listed herein.

MANAGEMENT DOES NOT CONTEMPLATE THAT ANY OF THE NOMINEES
WILL BE UNABLE TO SERVE AS A DIRECTOR. . THE COMPANY HAS NOT RECEIVED
NOTICE OF AND MANAGEMENT IS NOT AWARE OF ANY PROPOSED NOMINEE IN
ADDITION TO THE NAMED NOM]NEES

The following information concerning the respective nominees has been furnished by
each of them:
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Name, Country of

- Principal Occupation or |

Employment’ and if not -
elected a director by a _
vote of securlty holders, )

”Flrst and Present

Approx. no, of
voting securities
beneficially
owned, directly
or indirectly or
over which
direction or

~"occupation during the I Position with the control is
Ordinary Residence past five years(z) Company“) exercised”
StanleyL Sandner Geolo,glst ‘Chairman, Chlef Chalrman Chief. ~ | 40,000
Canada , | Executive Officer- and | Executive Oﬁicer

| Director of the Corporatlon | (Jan.11/1995t0 °
date) and Director
: (Jan.5/1995 to date)

R. Page Chilcott™” President and Director of * | Director, Jan.5/1995 | 66,700
Canada ',the Corporatlon | 1o date: President, | - 7

- L | Mar.13/1995tg dafe’ [ - .
David R. Haglerw Vlce-Pre51dent Hagler Director, © 110,000 - -
U.S.A.- ~. .. | Systems, 1998.1:0 date........| Apr.202001 todate | ..
Carlos Bacalao, . Lawyer - JEENRETRETT “Director, Nil
Rémer . - | G e | Aprl2/1996 todate |-
Venezuela o RN S ’
Marcello M. Viega® | Assistant Professor, Director, | Nil 777
Canada Department of Mining and | Jun.20/2002 to date

: Mineral Process <"t Fi1 | T

Engineering, University of

British'Columbia -
m For the purposes of disclosing posmons held in the Compa.ny, "Company shall mclude the Company

and/or a parent or subsidiary thereof: .

@)
_ - employment indicated for at least five years.. _, .
3)
nominees. : '
4 Member of Audit Committée: “ i D577 70 e fnin
(5)

Chilcott.

STATEMENT OF EXECUTIVE CON[PENSATION

S

4 ,,__4 i

t'i-.
LA R

Unless otherwise stated above, each of the above named nominees has held the prmc1pa1 occupation or

Securities beneﬁc1a11y owned by duectors is based on mformatxon fum1shed to the Company by the

These shares are regtstered in the name, of RPC Holdmgs Ltd ‘a pnvate company controlled by R. Page

B Reference is made to Schedule "A ‘“attached hereto and formmg a part hereof
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INCENTIVE STOCK OPTIONS |

(a) Summary of General Requirements

The Company intends to place before the shareholders at the Meetmg a resolutlon to
establish an Incentive Stock Optlon Plan: See the section captloned “Incentive Stock Optlon
Plan.” e , A

(b)  Granting of Options |

During the most recently completed financial year (November 1, 2001 to October 31,
2002) and the six-month period ending April-30, 2003, (collectively the "Financial Period"), the
Company did not grant any incentive stock options to its directors.and other insiders.

Reference is made to the section capﬁoned "Election of Directors" for further details with
respect to the present positions of the aforesaid persons and number of shares held in the
Company.

©) Exercise of Q_p tions. "

-The followmg are partlculars of mcentlve stock optlons exercxsed by the directors and
other insiders of the Company during, and subsequent to the end of, the Financial Period:

S ce Closing Price per
Exercise Price ) . e Share on - Aggregate Net
No. of Shares Per Sharé | Date of Exercise ‘|  Exercise Date Value”
64,000 $0.20 Feb.07/2002 $0.28 $5,120
150,000 ' $0.15 7 | Jun.11/2003 - 1 '$0.115 | (85,250)
8} Aggregate net value represents the market value at exercise less the exercise price at the date of exercise.

(d Summary of Number of Securities under Onticn '
- In summary:

@) no incentive stock options to purchase common shares without par value were
: granted during the Financial Period.
(i)  as atthe date hereof, incentive stock options to purchase up to a total of 481,000
common shares are outstandmg, of which options to purchase up to a total of
356,000 shares perta.m to insiders.

AME _'.f' NDNENT TO ARTICLES OF CONTINUANCE

The Company is govemned by the Canada Business Corporations Act (the “CBCA”).
Effective November 24, 2001, the first major changes to the CBCA in over 25 years were
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enacted. The recent amendments to the CBCA, inter alia, allow for greater corporate flexibility
and recognize technological evolution.

The CBCA now provides that a meeting of shareholders of a corporation may be held at a .
place outside Canada if the place is specified in the Articles of Incorporation or Continuance.
The Board of Directors and management believe that the Company should amend its Articles of
Continuance to be in a position to avail itself, should the future development of the Company
warrant it, of the possibility to hold annual shareholders’ meetings outside Canada. The
Company does not currently expect to hold a shareholder meeting outside Canada for the next
few years.

The text of the special resolution, in substantially the form to. be presented to the
shareholders, subject to such changes not affecting the general intent of the said resolution as
may be required by the regulatory authorities or by counsel for the Company, 1s set forth below:

“Resolved, as a special resolution, that: < -

1. the Company be and it is hereby authorized and directed to apply for a Certificate
of Amendment under section 173 of the Canada Business Corporations Act to
. amend its Articles of Continuance in order to provide for the possibility of
* holding annual meetmgs of shareholders of- the Company at places outs1de
~ Canada; ,

2. paragraph 2 of the Artlcles of the Contmuance be amended to prov1de that the
reglstered ofﬁce be 51tuated in Brmsh Columbla

3. paragraph 8 be amended to prov1de that annual meetmg of shareholders of the
Company (whether or not also held as a speclal meetmg) may be held:

(a) anywhere in Canada, or
(b)  to the extent permitted by the Canada Business Corporations Act, any
other city outside Canada designated from time to time by the Board of
Directors of the Company in connection with the then next annual meeting
of shareholders

4. the directors of the Company be authorized to revoke thlS special resolution
before it is acted on Wlthout further approval of the shareholders of the
Corporation; and :

5. - any officer of the Company be and he is hereby authorized, for and on behalf and
- in the name of the Company, to sign and deliver all documents and to take such
action as such person may consider fo be necessary, desirable or useful to carry

out the intent and purpose of this resolution.”, = ..
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In accordance with the CBCA; a "special resolution” means a resolution passed by a
majority of not less than two-thirds of the votes cast by those shareholders of a company, who,
being entitled to do so, vote in person-or by proxy at a general meeting of the Company where
not less than 21 days' notice of the general meeting has been given.

CONFIRMATION. OF GENERAL BY-LAW

Effective September 3, 2003, the Board of D1rectors enacted the General By-law
regulating generally the business and affairs of the Company, subject to confirmation thereof by
the shareholders of the Company.. The Board of Directors and management request that you
consider and, if deemed appropriate, conﬁnn the General ‘By-law which replaced the Company’s
By-law in effect immediately prior to the date of this Meeting. The General By-law sets forth the
general rules with respect to the business and affairs of the Company, including the formalities
associated with shareholder meetings, the payment of dividends, communications between the
Company and the shareholders, the appointment of directors and formalities associated with
meetings of the Board of D1rectors and the framework for the executlon of documents on behalf
of the Company. The General By-law was adopted in large part in response to the changes to the
CBCA which became effective on November 24, 2001 as well as in order to provide greater
flexibility with respect to the management of the business and affairs of the Company. The
General By-law- includes provisions relating to the holding of director and shareholder meetings
by electronic means, as well as relating to. the voting. at shareholder meetings by electronic
means. The General By-law also contains provisions permitting shareholder meetings to be held
in certain circumstances exclusively by various means of communications facilities. The General
By-law clarifies the timing of the effectiveness of resignations of directors, reduces the notice
period for meetings of dlrectors from.48 hours 1o 24 hours, provides that meetings of directors
may be held outside as well as wrthm Canada and provides that directors may part1c1pate in
meetmgs of directors by means of telephomc electromc or other communications facilities.

The text of the. General By-law 1s attached hereto as Schedule “C”; shareholders who
would like to have a copy of the previcus By—law in effect prior to the Meeting should contact the
Secretary of the Company at (604).683-1102 or by fax at (604) 683-2643

Pursuant to the CBCA the Board of Dlrectors has adopted the General By-law and is
required to submit the same to the Company s shareholders at this annual meeting. At the
Meeting, you will be asked to consrder and, if you consider 1t ‘appropriate, adopt, with or without
variation, an ordinary resolutlon in the form set forth. below

“Resolved, as an ordmary resolutlon, that the General By—law of Cadre Resources Ltd in
the form attached as Schedule “C” hereto is hereby conﬁrmed as a by-law of Cadre

Resources Ltd.”
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INCENTIVE STOCK OPTION PLAN

The current pohc1es of the TSX Venture Exchange (the “Exchange”) require that all
issuers (other than capital pool companies) must implement a stock option plan using one of the
following methods:

(@)  a “rolling” stock option plan’(a “Rolling Plan”) reserving a maximum of 10% of
the issued shares of the Company at the tlme of the stock option grant, with no
‘vesting provisions; or -

(b)  afixed number stock opt1on plan’ (a “Fixed Plan™) reserving a specified number of

" shares for options granted under the Fixed Plan, up to a maximum of 20% of the
Company s issued shares as af the ‘date of the shiareholder approval, with vesting
provisions for Fixed Plans that reserve more than 10%. of the issued shares for

o options so granted o :

A In summary therefore an 1ssuer must 1mplement {i) a Rolling Plan, (ii) a Fixed Plan
reserving 10% or less of the Company s issuéd shares or (iii) a Fixed Plan reserving over 10%
and up to a maxrmum of 20% of the Company s 1ssued shares as at the date of shareholder
approval. ' . : S : o

O A - SN, L
" The Company 1s currently cIasaﬁed by the Exchange ‘s “inactive” and is listed on'the
NEX board of the Exchange. Notw1thstandmg that NEX'does not require hsted compames to
have a stock opnon plan, the Company has elected to adopt such a plan '

' At the Meeting, the shareholders will be' asked to consider, and the drrectors believing it
to be in the best interests of the Company, recommend the shareholders approve, a resolution
whereunder the Company allocate and reserve a fixed number of common shares in its capital
stock for use in a stock option plan (the “Fixed Plan™).’ “The Fixed Plan will comply with the
rules set forth for such plans by the Exchange in that, among other things, at no time will more
than 5% of the outstanding issued commonshares be-reserved for inceritive stock options granted
to any one individual in a 12-month penod ‘or 2% of the issued and outstanding issued common
shares in the case of any one Consultant’ (as-defined in the Exchange Corporate Finance Manual)
or person conducting investor relations activities. The Fixed Plan provides for the issuance of
options to directors, officers, employees of the Company and its subsidiaries and to-consultants,
consultant companies and management company employees to purchase common shares of the
Company. The stock options would be issued at the discretion of the Board of Directors and
would be exercisable during a period not-exceeding five years. Stock options granted under the
Fixed Plan will vest in equal quarterly tranches over a penod of not less than 18 months. At no
time will more than 2,080,000 shares bé under optlon pursuant to'the Fixed Plan. ‘The exercise
price will not be lower than the "Discounted Market Price” of the Shares on the Exchange at the
time of grant. In the context of the Fixed Plan, "Discounted Market Price" means the last closing
price of the Company's shares on the day immediately preceding the date on which the directors
grant and publicly announce the options, less the applicable discount, and will not otherwise be
less than $0.10 per share. In addition to any resale restrictions under the applicable securities
laws, a four-month hold period on all shares issued pursuant to stock options is imposed by the
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Exchange from the date of grant. Disinterested shareholder approval will be -obtained for any
reduction in the exercise price of options granted to persons Who are 1n31ders of the Company at
the time of the proposed amendmient. . - :

‘The objective of the Fixed Plan is to provide for and encourage ownership of common
shares of the Company by its directors, officers and key employees and those of any subsidiary
companies so that such persons may increase their stake in the Company and benefit from
increases in the value of the common shares. The Fixed Plan is designed to be competitive with
the benefit programs of other companies in the natural resource industry. It is the view of
management that the Fixed Plan is a significant incentive for the directors, officers and key
employees to continue and to increase their efforts in promonng the Company's operatlons to the
mutual benefit of both the Company and such 1nd1v1dua1s

The effect of grantmg of optlons under the Fixed’ Plan m combmatlon w1th all other share
compensation arrangements could result at any tlme 1n - '

(a) the number of shares reserved for issuarce pursuant to stock options granted to
insiders exceeding 10% of the issued shares; or
(b)  the issuance to insiders within a one-year penod of a number of shares exceedmg

o 10% ofthe outstandmg 1ssue or =
(¢)  the issuance to' any one: insider ‘and such ms1ders ‘associates, within a one-year
o penod ofa number of shares exceedmg 5% of the outstandmg issue.

AS A RESULT, THE FIXED PLAN' MUST BE APPROVED BY THE
DISINTERESTED SHAREHOLDERS OF THE COMPANY. THE INSIDERS TO
WHOM SHARES MAY BE ISSUED UNDER THE FIXED PLAN, AND THEIR
RESPECTIVE ASSOCIATES AND AFFILIATES, SHALL ABSTAIN FROM VOTING
ON THE FIXED PLAN. - ~ ST

Leu.

Asa result, at the Meeting, the‘ votes;-attaeh,iné_to‘the 166’,70'0 shares held by insiders and
thetr associates will not be counted. -

| Notwithstanding the adoption» of«the Plan,asthe Company 1s listed on NEX, the grant and
exercise of stock options will be lirrlited to 10% of the issued shares in any 12-month period.

INDEBTEDNESS TO CON[PANY OF DIRECTORS EXECUTIVE OFFICERS AND
‘ SENIOR OFFICERS ’

None of the directors,; executive officers and senior officers of the Company or any of its
subsidiaries, proposed nominees for election or associates of such persons is or has been indebted
to the Company(other than routine indebtedness) in-excess of $25,000 at any time for any reason
whatsoever, mcludmg the purchase of secuntles of the Company or any of its subsidiaries.
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INTEREST OF. INSIDERS IN MATERIAL TRANSACTIONS

Since the commencement of the Company’s last completed financial year, other than as
disclosed elsewhere herein, no insider, proposed nominee for election as a director or any
associate or -affiliate of such insider- or proposed nominee of the Company has any material
interest, direct or indirect,.in. any.transaction:or in any proposed transaction which has materially
affected or.would materially affect the. Company or any.of.its subsidiaries save and except as set
forth below: SRR PR -

anate Placement Transact1ons T ‘

In February 2002, an 1nvestor purchased 1 000 OOO uruts of the Company at a price of

$0.32 per unit for a total purchase price of $320,000 by way of private placement. Each unit
comprised one share and one non-transferable share purchase warrant entitling the holder to
purchase one further share of the Company fora penod of 24 months from March 13, 2002 at an
exercise price of $0.40 per share. Upon the issuance thereof, the investor was deemed to be an
insider of the Company, in that he held. more than 10% of the issued and outstanding share
capital. v L :
In June 2003 two mvestors purchased 600 000 umts of the Company ata price of $0.135
per unit for a total purchase price of $81,000.by. way of pnvate placement ‘Each unit comprised
one share and one non-transferable share purchase warrant entlthng the holder to purchase one
further share of the Company fora penod of 24 months from July 14, 2003 at an exercise price of
$0:135 per share.; An insider of, the Company purchased 500,000 units.

g1?“ R VLI
AR - L I . PR

There are no management functions of the Company or a subsidiary thereof which are to
any substantial degree performed by a person other than a d1rector OT senior ofﬁcer of the
Company or a subsidiary-thereof save ‘except as set forth below:-

By agreement made as of January 5, 1995 between the Company and RPC Holdmgs Ltd.
("RPC"), RPC agreed to providé management and administrative services to the Company for an
initial term of one year at the rate of $2,500- per month, plus‘expenses, for the first three' months
and at the rate of $3,500 per month, plus expenses, for the remaining nine months. By
resolutions, of the directors, the aforesaid rate was increased to $5,500 per month, plus expenses,
effective as of April 1996 on a month-to-month basm RPC is a non-reporting company,
controlled as to 50% by R. Page Chilcott, the’ President and a director of the Company, and as to
50% by his wife, Sally Chilcott. - . . .

A R )

PARTICULARS OF OTHER MATTERS TO BE ACTED UPON

It is not known that any other matters will come before the meetmg other than as set forth
above and in the Notice of Meeting accompanying this Information Circular, but if such should
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occur the persons named in the accompanying- Form of Proxy. intend to vote on them in
accordance with their best judgement. exercising discretionary - authority with respect to
amendments or variations of matters identified in the Notice of Meeting and other matters which
may properly come before the meeting or any-adjournment thereof. ~

STATEMENT OF CORPORATE GOVERNANCE PRACTICES

The TSX Venture Exchange (the “Exchange”) encourages “Tier 2 listed compames to
report annually to their shareholders on their corporate governance practices and policies with
reference to section 20 of Policy 3.1, Directors, Officers and Corporate Governance, and to the
guidelines (the “Gurdehnes”) set forth by the Toronto Stock Exchange (the “TSX”) in Part IV of
the TSX Company Manual. These Guidelines deal with the composition of the Board and its
committees, the mandate and responsibility of the Board, and the processes followed by the
Board in carrying out its mandate. Compliance with these Guidelines is not mandated by law
and the Exchange and TSX acknowledge that the unique characteristics of individual
corporations will result in varying‘ degrees,of_ compliance With such Guidelines.

The Company's Board of Directors and management ‘have estabhshed certain corporate
governance practices which, in the opinion of the Board, are consistent with the overall business
of the Company and its stage of development.

A. Mandate and Responsihilftjz of the Board o

The Board of Dlrectors is responsrble for supervrsmg management n carrymg on the
business and affairs of the. Company Directors are required to act and exercise their powers with
reasonable prudence in the best interests of the Company. The Board agrees with and confirms
its responsibility for overseemg management’s performance in the followmg partrcular areas set
forth in the Guidelines: :

the strategic planning process of the Company;
identification and management of the prmmpal nsks assocrates w1th the busmess
of the Company, C

. planning for succession of management
‘the Company's pohcres regardmg commumcatrons wrth rts shareholders and
others; and

. the integrity of the internal controls and management information systems of the
Company.

In carrying out its mandate, the Board relies primarily on management to provide it with
regular detailed reports on the operations of the Company and its financial position. The Board
reviews and assesses these reports and other information provided to it at meetings of the full
Board and of its. committees. Certain key shareholders of management are shareholders of the
Board, giving the Board. direct access to mformatron on their areas  of respons1b1hty Other
management personnel regularly attend Board meetmgs to prov1de information and answer
questions. Directors also consult from time fo time with management and visit the operations of
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the Company. The reports and information provided-to the Board include details concerning the
monitoring and management of the risks associated with the Company's operations, such as
compliance with safety standards: and:legal requirements, environmental issues and the financial
position and liquidity of the Company.’ At least annually, the Board reviews management's report
on its business and strategic plan and any changes with respect to risk management and
succession planning

The present Chairman is also the Company s Chref Executive Ofﬁcer The Board has
considered whether it is necessary or appropnate to appomt a'Chairman of the Board who is not
involved in ‘management. ‘The Board 18 sattsﬁed that the Board can perform its supervision
responsibilities properly through the procedures foliowed both at meetrngs of the full Board and
its comrmttees and through other rev1ews of the Company's affalrs w1thout appointing an outside
Chairman.

B. '. Composition Of‘th_é BOard - -\ e
The Board is comprised of five directors; Two of the directors and officers are employees

of the Company and are involved in management of the Company As such they are " related
directors" for the purposes of the Guldehnes :,;'. o ® o

5

The Company does not have a single significant ‘sharehdider: being a shareholder with the
ability to exercise a majority of the votes for the election of the Board of Directors.

The Board considers that the three directors who are not involved in management are
"unrelated directors" for the purposes of the Gmdelmes since it considers that they are free from
any interests or any other business or other relatlonshrps whrch could, or could reasonably be
perceived to, ‘materially mterfere with the1r ablhty to act or'exercise Judgment in the best interests
of the Company If any conflict of interest situatién atises, the-diréctors 1nvolved abstam from
voting, in accordance with corporate law principles.

The Board considers that the composmon of the Board does not meet the Guidelines.
Notwithstanding the foregoing, given thé limited activitie¥ of the Company and composition of
the shareholders of the Company, the Board cons1ders 1tse1f to have an appropnate composition.

‘The Board considers its size to be appropnate and effective for the carrymg out of its
responsrblhtres

vF PR

C. Description of Board Committees

The Board has estabiished:one' fhll—fmre comrﬁrttee, ia:n Audit Comrnittee; i

_ The Audlt Commrttee s composed of outsrde directors,” the ‘majority of whom are
"unrelated" and are out51de dlrectors The Audrt Comrmttee ‘has’ responsrblhty for overseemg the
internal controls and management mfonnatron systems of ‘the” Company, and for reviewing and
recommendmg to the’ Boa.rd for approval all extemal ﬁnancml reportmg of the Company The

p:\clients\[-sedar\cadrelam'2003\csl-ic.doc



14

Audit Committee interacts with the Comipany's ‘nternal ‘financial officers and with the external
auditors in their review of the Company's financial statements and internal control systems. The
Audit Committee also reviews annually the management arrangements for the Company. The
Audit Committee reviews the Company's financial statements before they are approved by the
Board. In the discharge of its duties, the commiittee meets ‘regularly with the shareholders'
auditors. Reference is made to the section captloned "Election of Directors”, with respect to the
shareholders of the audit comrmttee o :

D. Board Approvals and Review

No formal description has yet been established of the types of decisions by the Company
which will require prior Board- approval.. . To date, all substantive decisions involving
acquisitions, major financings, major asset sales, budgets and major business initiatives have
been referred to the Board. Having regard to the size of the Board (five) and the relatively
frequent and active nature of the current Board involvement in the Company’s business affairs,
no formal mechanism related to nominations for the Board or review of performance of Board
shareholders is contemplated. As and when the Company’s activities evolve beyond the early
stages of exploration for mineral interests, Board size and review criteria will likely be further

considered.
E. Shareholder Feedback and Liaison
To date shareholder inquiries and concerns have been dealt with directly by management.

The Board of Directors of the Company as a whole is cognizant of the desirability of
further developing the Company’s approach to corporate governance. Currently the Company’s
ongoing operations are very narrowly focused (exploration for minerals interests in Venezuela)
and the Board and management meet and discuss Company business frequently. As the scale of
the Company’s operations and its employee and management base increase, the Board expects
that its size may increase modestly and the formality of its corporate governance processes may
also be reviewed.

The Company's corporate governance practices comply with the Guidelines.

BOARD APPROVAL

The contents of this Information Circular have been approved in substance and its mailing
has been authorized by the directors of the Company pursuant to consent resolutions passed as of
September 3, 2003.
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. .." CERTIFICATE . .

The foregoing contains-no-untrue statement of a matevri'al fact and does not omit to state a
material fact that is required to be stated or that is necessary to make a statement not misleading
in the light of the circumstances in which it was made. -
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Schedule "A" to the Information Circular of
Cadre Resources Ltd. (the "Company")

STATEMENT OF EXECUTIVE COMPENSATION

For the purposes of this Proxy Circular:

(@) "CEO" of a company means an individual who served as chief executive officer of the
Corporation or acted in a similar capacity during the most recently completed financial
year;

(b) "executive officer” of a company for a financial year means an individual who at any time

during the year was:

@) the Chair of the Corporation, if that individual performed the functions of the
office on a full-time basis;

(i1)  a Vice-Chair of the Corporation, if that individual performed the functions of the
office on a full-time basis;

(iii)  President of the Corporation;

(iv)  a Vice-President of the Corporation in charge of a principal business unit, division
or function such as sales, finance or production; or

(v)  an officer of the Corporation or any of its subsidiaries or any other person who
performed a policy-making function in respect of the Corporation

whether or not the individual was also a director of the Corporation or any of its
subsidiaries.

©) "Named Executive Officers" means:

o each CEOQ, despite the amount of compensation of that individual,

(i)  each of the Corporation's four most highly compensated executive officers, other
than the CEO, who were serving as executive officers at the end of the most
recently completed financial year, provided that disclosure is not required ... for an
executive officer whose total salary and bonus ... does not exceed $100,000; and

(iii)  any additional individuals for whom disclosure would have been provided under
(1i) but for the fact that the individual was not serving as an executive officer of
the issuer at the end of the most recently completed financial year end.

Executive Compensation

The following table sets forth, for each of the Corporation's three most recently
completed financial years, the compensation of the Chairman and Chief Executive Officer and



the President of the Corporation (the "Named Executlve Ofﬁcers") No persons earned in excess
of $100,000 per annum during such penods ‘ C

Annual Compensation Long Term Compensation
Awards Payouts
Securities | Restricted
Under Shares or
©Other | Options/ | Restricted | -
Name and Annual SARs(3) Share LTIP(4) | All Other
Principal Year . ‘Bonus,. | Compen- | granted .| Units payouts Compen-
Position (D Salary (8) [ ($)(2)" | sation (§) {#) (8) (3) sation (§)
R. Page Chilcott, | 2000 | Nil va | |wa 1 95,000 Nil Nil $66,000°
President 2001 [ Nil - | wa l'wa "7 |130,000 |Nilv. | Nil $66,000)
| 2002 [Nil . tnfa - fwa .o I Nil Nil Nil . | $66,000®
Stanley L. 2000 |Nil - [na... . |na.-. 30000 |Ni Nil - $79,920°
Sandner 2001 | Nil n/a n/a 305,000 | Nil Nil $79,920®
Chairman and 2002 | Nil /a n/a Nil Nil Nil $79,920©
CEO
¢y November 1 to October 31.
)] Bonus amounts are paid in cash in'the yea.r follovnng the fiscal year in wh1ch they were earned.
3) . Stock appreciation rights. AT T Lo
4) Long-term incentive plan.-./ - - = -
) Pursuant to the terms and condmons of a Consultmg Agreement, dated January 5 1995 as
extended, between the Company and RPC Holdings Ltd., a non—reportmg company controlled as
" to 50% by R. Page Chilcott and as to 50% by his wife, Sally Chilcott.
(6) Payable to Samarina Management- Consultants, a non-reporting company controlled by the

Sandner Family Trust, of which Stanley L. Sandner, a director of the Company, is a beneficiary.

Options and Stock Appreciation Rights ("SARs") .-

: No incentive stock options were. granted to the Named Executive Officers during the
most recently completed financial year (November 1, 2001 to October 31, 2002) (the "Financial

Period").

The following table sets forth details of iﬁceﬁtive stock optibns exercised by the Named
Executive Officers dunng the Financial Penod and the financial year-end value of unexercised

options:
Number of Value of
Unexercised Unexercised in-
Options/SARs at | ' the-money(!)
0ct.31, 2002 Options/SARs at
Oct.31, 2002
Securities Aggregate
Acquired on Value Realized Exercisable/ Exercisable/

Name Exercise ($)® Unexercisable Unexercisable
R. Page Chilcott 50,000 ($4,000) 85,000/Nil ($10,200)/Nil
Stanley L. Sandner 64,000 (3$5,120) 296,000/Nil ($24,000)/Nil
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M "In-the-money" means the excess of the market value of the common shares of the Company on October 31,
2002 ($0.08) over the base price of the options ($0.20). .
@ "Aggregate Value Realized" means the excess of the market value at exercise over the exercise price at the

date of exerc1se :

Pension Plan
The Corporation does not hatre a pensionplan.

Termination of Employment. Change in Respotisibilities and Employment Contracts

There is no employrnent contract between the Corporation or any of its subsidiaries and a
Named Executive Officer. There is no compensatory plan or arrangement, including payments to
be received from the Corporatlon or any of its subsxdlanes with respect to the Named Executive
Officer.

" Compensation of Directors

During the Financial Period, no compensation was, pa.id:or is'payahle by the Corporation
to the directors of the Corporation, other than the Chief. Executlve Ofﬁcer (the “Other
Dlrectors M), or the Corporatlon s subSIdlanes, 1f any, for therr semces :

(a) in thelr capacity as d1rectors mcludmg any amounts payable for committee participation
*or special assignments pursuant to.any. standard or other arrangements or
(b)  asconsultants or experts - - - e ey : 4

save and except as set forth below and as otherwise hérein set forth. -

Accrued fees in the amount of $4,009.18 are due and payable to Aaland Management
Corp., a private company controlled by Campbell-H. Pearson, with respect to-accounting and
administrative services rendered to the Corporation. Mr. Pearson resigned as a director and
ofﬁcer of the Corporatlon effectlve as of December 19 2001

" The Company has no pensiofi plan or other. arrangement for non—cash compensatlon to the
Other Directors, except incentive stock options. During the Financial Period:

1. . mo incentive stock options were grantedtotheOther Directors.

2. the Other Directors, as a group, did not exercise any mcentlve stock options to purchase
. common shares of the Corporatlon
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Schedule “B” to the Information Circular of
Cadre Resources Ltd. (the "Company"')

Cadre Resources Ltd.
(Tier 2 Issuer, Fixed Number, over 10%)

INCENTIVE STOCK OPTION PLAN
(as approved by the disinterested shareholders of the Company at an Annual and
Extraordinary General Meeting held on October 9, 2003) '

1. Purpose

1.01 The purpose of the Incentive Stock Option Plan (the “Plan”) is to promote the
profitability and growth of CADRE RESOURCES LTD. (the “Company™) or a subsidiary
thereof by facilitating the efforts of the Company and its subsidiaries to obtain and retain key
individuals. The Plan provides an incentive for and encourages ownership of the Company's
shares by its key individuals so that they may increase their stake in the Company and benefit
from increases in the value of the Company's shares.

2. Administration

2.01 The Plan will be administered by a committee (the “Committee”) of the Company's
Board of Directors (the “Board™).

2.02 The Committee will be authorized, subject to the provisions of the Plan, to adopt such
rules and regulations as it deems consistent with the Plan's provisions and, in its sole discretion,
to designate options (“Options™) to purchase shares of the Company pursuant to the Plan. The
Committee may authorize one or more individuals of the Company to execute, deliver and
receive documents on behalf of the Committee.

3. Eligibility

3.01 Each person (an “Optionee”) who is a “Consultant”, a “Director”, an “Employee” or a
“Management Company Employee” in relation to the Company (as those terms are defined in
Policy 4.4, “Incentive Stock Options”, of the TSX Venture Exchange (the “Exchange™)) is
eligible to be granted one or more Options.

3.02 Nothing in the Plan or in any Option shall confer any right on any individual to continue
in the employ of or association with the Company or its subsidiaries or will interfere in any way
with the right of the Company or subsidiaries to terminate at any time the employment of a
person who is an Optionee. -



3.03 The Committee may from time to-time at-its discretion, subject to the provisions of the
Plan, determine those eligible individuals. -to whom Options. will be granted, the number of
Shares subject to such Optlons the dates on which such Optlons are to be granted and the term of
such Options. :

3.04 The Committee may, at its discretion, with respect to any Option, impose additional terms
and conditions which are more restrictive onthe Optionee than those provided for in the Plan.

4, General Provisions

4.01 The shares to be optioned under the Plan will be authorized but unissued Common Shares
without par value (“Shares”) of the Company. - o

4.02 At no time will more than 2,080,000 Shares (inclusive of any options outstanding at the
time of implementation of the Plan) be under option pursuant to the Plan. Reference is also
made to Section 14 hereof. However, if the Company is re-classified by the Exchange as a Tier 1
company, the number of Shares under Option at any specific time to any one Optionee may
exceed 5% of the issued and outstanding common share capital of the Company (determined at
the date the option was’ granted) in’ any 17 *nonth penod PROVIDED THAT disinterested

shareholder approval has been obtained. .

4.03 Shares subject to but not issued or delivered under an Optlon which explres or terminates
shall again be available for option under the Plan.: :

4.04 The number of Shares under option to any one individual in any 12-month period shall
not exceed 5% of the issued and outstanding common share capltal of the Company,
calculated on the date that the Option is granted. - o : »

4.05 The number of Shares under Option to any one Consultant or any one Consultant
Company in any 12 month period shall not exceed 2% of the issued and outstanding common
share capital of the Company, as calculated on the date that the Optlon is granted

4.06 - The number of Shares under Optlon to Employees conducting Investor Relatlons
Activities (as defined in the applicable policies of the Exchange) in any 12 month period shall
not exceed an aggregate of 2% of the issued and outstanding common share capital of the
Company, as calculated on the date that the Option is granted. . . :

4.07 The number of Shares under. Option to Consultants conducting Investor Relations
Activities must vest in stages over a 12 month period, with no more than 25% of the Shares

vesting in any three month period. Trading of the aforesaid Shares will be monitored by the
Company’s Board of Directors.

4.08 - Each Option will be evidenced by: = = : -
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(a) a written agreement between, and executed by, the Company and the individual
. i containifig terms and-conditions established by the Committee with respect to
: such Option and:which will be consistent with the provisions of the Plan; or
(b) a certificate executed by the Company and delivered to the Optionee setting out
the matenal terrns of the Optlon w1th a copy of this Plan attached thereto.

4.09 - An Option may not' be a551gned or Uansferred Dunng the lifetime of an Optionee, the
Option may be exercised only by the Optionee.

5. Term of Option

5.01 The maximum term of any Option, for so long as the Company is a Tier 2 issuer, will be
five years.

5.02 An Option granted te a person who is a Director;, Empldyee Consultant or Management
Company Employee shall termmate no longer:than 90 days after such person ceases to be in at
least one of those categones LT s

5.03 An Optioﬁ grante'd'to a jjeréon'whof ;iStengagei:_..in :inheﬂof«Reiaﬁons ;Activi,ties shall
terminate no longer than 30 days after such person ceases. to-be-employed to provide Investor
Relations Activities.

5.04 The Company shall be under no obligation to 'give;ah“Optionee. notice of termination of
an Optlon

5. 05 A change of employment shall not. be consuiered a termmatlon so long as the Opnonee
continues to be employed by the Company or its subsidiaries, if any.

6. Option Price
6.01 The price per Share at which: Shares:may he purchased hpon the exercise of an Optioh

(the “Option Price”) must not be less than the “Discounted Market Price” (as defined in the
pohc1es of the Exchange, prov1ded that the Optlon Pnce shall not be less that $0. 10 per Share.

6. 02 The Option Price must be pa1d in; ﬁ111 at. the tlme of exercise of the Optlon and no Sha.res
will be issued and delivered until full payment is made. o ; ‘

6.03 An Optionee will not be deemed the holder. of any Shares subject to his Optlon until the
Shares are dehvered to h1m sl . T S ,

7. Death
7.01 Notwithstanding any other provision of this Plan, if any Optionee shall die holding an

Option which has not been fully exercised, his personal representative, heirs or legatees may, at
any time within one year after the date of such death (notwithstanding the normal expiry date of
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the Option under the provisions of Section.5 hereof) exercise the Option with respect to the
unexercised balance of the Shares subject to the Option.

8. Changes in Shares

8.01 In the event the authorized common share capital of the Company as constituted on the
date that this Plan comes into effect is consolidated into a lesser number of Shares or subdivided
into a greater number of Shares, the number of Shares for which Options are outstanding will be
decreased or increased proportionately as the case may be and the Option Price will be adjusted
accordingly and the Optionees will have the benefit of any stock dividend declared during the
period within which the said Optionee held his Option. Should the Company amalgamate or
merge with any other company or companies (the right to do so being hereby expressly reserved)
whether by way of arrangement, sale of assets and undertakings or otherwise, then and in each
such case the number of shares of the resulting corporation to which an Option relates will be
determined as if the Option had been fully exercised prior to the effective date of the
amalgamation or merger and the Optlon Price will be correspondmgly increased or decreased, as
applicable. - SEB

9. Cancellation of Options

9.01 The Committee may, with the consent of the Opuonee cancel an ex1stmg Option, in
accordance with the policies of'the Exchange. . :

10. Amendment or Dlscontmuance

10.01 The Board may alter, suspend or dlscontmae the Plan but may not without the approval
of the shareholders of the Company, make any alteratlon which would

(a) increase the aggregate number of Shares subject to Optlon under the Plan except
as provided in Section 8; or. :

(b) decrease the Option Price except as prov1ded in Sectlon 8 Notwithstanding the
foregoing, the terms of an existing Option may not be altered, suspended or
discontinued without the consent in writing of the Optionee.

11. Disinterested Shareholder Approval

11.01 The Plan has been approved by the disinterested shareholders of the Company and
therefore the number of shares under option to Insiders within any 12-month period may exceed
10% of the outstanding common share capital of the Company.

11.02 The approval of the disinterested shareholders of the Company must be obtained for the
reduction in the exercise price per share of options previously granted to Insiders.

12. Interpretation
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12.01 The Plan will be construed according to the laws of the Province of British Columbia.

13.  Liability

13.01 No member of the Committee or any director, officer or employee of the Company will
be personally liable for any act taken or omitted in.good faith in connection with the Plan.

14, - Vesting =~

14.01 For so long as the Company is classified by the Exchahge as-a Tier 2 Company, Options
granted under the Plan shall not become fully vested in the Optionee immediately.  The
Committee shall determine: a periodic vesting schedule which will provide for the vesting of
equal tranches of the option over a period:of not less than 18 months.- -

15, HoldPeriod - .. i

15.01 A four-month hold period on all stock optiong is ifnpdsed by the Exchange from the date
of grant. '

16.  Re-Classification to Tier 1
16.01 In the event that the Company is re-classiﬁed By the': EXchange as_‘a‘ Tier 1-company:

(a)  the Company may grant options without an Exchange hold period if the exercise
price thereof is not less than the Market Price;

(b) = any one optionee may hold one or more options to acquire more than 5% of the
issued share. capital of the Company, PROVIDED disinterested shareholder
approval is obtained;

(c) the maximum term of an Option-shall be 1.0-years; and

(d)  subparagraphs 5.02 and 5.03 shall not apply. -
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Schedule “C” to the Information Circular of
Cadre Resources Ltd. (the "Company"')

Cadre Resources Ltd.
GENERAL BY-LAW

A by-law relating generally to the conduct of the business and affairs of the Corporation
1.1  Definitions

In this by-law, which may be cited at the “General By-law”, and all other by-laws of the
Corporation, and from time to time, unless the context otherwise specifies or requires;

“Act” means the Canada Business Corporations Act, and any statute that may be substituted
therefor, as from time to time amended;

“Articles” mean the original or restated articles of continuance of the Corporation as from time
to time restated.

“Board” means the board of directors of the Corporation;

“by-laws” means this by-law and any other by-law of the Corporation from time to time in force
and effect;

“contracts, documents or instruments in writing” includes deeds, mortgages, charges,
conveyances, powers of attorney, transfers and assignment of property, real or personal,
immovable or movable, of all kinds (including specifically but without limitation conveyances,
transfers and assignments of shares, warrants, stocks, bonds, debentures or other securities),
agreements, releases, receipts and discharges for the payment of money or other obligations,
proxies for shares or other securities and all paper writings;

“Corporation” means Cadre Resources Ltd.;
“meeting of shareholders” mean any meeting of shareholders including an annual meeting and a
special meeting of shareholders and includes a meeting of any class or classes or series of

shareholders;

“non-business day” means Saturday, Sunday and any other day that is a holiday as defined in the
Interpretation Act (Canada),
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“recorded address” means in the case of a shareholder the address as recorded in the securities
register; and in the case of joint shareholders the address appearing in the: securities register in
respect of such joint holding or the first address so appearing if there are two or more; and in the
case of a director, officer or auditor, the latest address as recorded in the records of the .
Corporation; : ‘ '

1.2 Interpretation

Unless expressly provided otherwrse or the context otherw15e requrres in this General
By-law, and all other by-laws of the: Corporatlon R _

(i) words and expressrons deﬁned in the Act have the same meanings when used
(ii) words 1mport1ng a smgular number include the plural and vice versa;

(iii) words importing any gender include all genders; and

(iv) words importing persons include individuals, corporations and other bodies

corporate, limited and unlimited liability” companies, general and  limited
partnerships, assomatlons trusts umncorporated orgamzatrons joint ventures and
govemmental authontles :

1.3 Headmgs Coonn ey g s Tl e
The headmgs used are mserted for reference purposes only and are. not to be consrdered or
taken into account in construing the terms or provisions of this or any other by-law or to be

considered in any way to clarify, modify or explain the effect of any such provisions.

ARTICLE TWO
MEETINGS OF SHAREHOLDERS -

2.1  Meetings of Sharehola’ers e

Meetings of shareholders of the Corporatron shall be held at such time or times and place
or places as the Board determmes LT : .

22 Documents S

Where any speclal busmess at any meetmg of shareholders mcludes the presentmg,
consideration, approving, ratifying or authonzmg any document, the portion of any notice
relating to such document shall be sufficient if it states that a copy of the document or proposed
document is or will be available for inspection by shareholders at a place specified in such notice
during business hours on any specified working day or days prior to the date of the meeting.

2.3  Meetings by T elephomc or Electromc Means

If the. dnectors or the shareholders of the Corporatron call a meetmg of shareholders
pursuant to the Act, those directors and shareholders as.the case may be, may determine that the
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meeting shall be held, in-accordance with the regulations of the Act, if any; entirely by means of
telephonic, -electronic or ‘ other »communication facility that permits all participants to
commurucate adequately with each other dunng the rneetmg :

2.4 Chazrman, Secretaty and Scrutmeers

The chairman of any meeting of shareholders shall be the President of the Corporation or,
in the absence of such officer, any director who is present and willing to act as chairman of the
meeting. If no such person is present.within fifteen minutes from the time fixed for holding the
meeting, the persons present and entitled to vote-shall:choose one of their number to act as
chairman. The secretary of any meeting of shareholders shall be the Secretary of the
Corporation. - If the Secretary is absent; the chairman of the meeting shall appoint some person,
who need not be a shareholder, to act as secretary of the meeting. The chairman of the meeting
may appoint one Or more: persons who" need not-be ishareholders to act as scrutineers at the
meeting. GEOCT LY Ll ' PR

;;;;;;

25 Persons Entttled to be Present N : o ( o

The only persons entltled to be present at'a meetmg of shareholders shall be those entitled
to vote thereat, the directors, the President, the auditor of the Corporatlon and others who,
although not entitled to vote, are entitled or required under any provision of the Act or the
Articles or by-laws to be present. Any other person may be admitted with the consent of the
meeting or of the chairman of the meetmg 1 o RS

2.6 Proxtes

The Board may from time to time make or establish regulations regarding the lodging of
proxies at some place or places other than the place at which a meeting or adjourned meeting of
shareholders is to be held and. for partlculars of prox1es ‘to_be sent by telegraph, telex, telecopy,
facsimile, e-mail or other method of transmlttmg writing, or othéer means of communication in
common usage before the meeting or adjourned meeting to the Corporation or any agent of the
Corporation for the purpose of receiving such particulars and providing that proxies so lodged
may be voted ‘as though the proxies:themselves were produced at the meeting or adjourned
meeting, and votes given in accordance with such regulations shall:be valid and shall be counted.
The chairman of any meeting of shareholders may, subject to any regulations made or established
as aforesaid, in his discretion accept communication by telegraph, telex, telecopy, facsimile, e-
mail or other method of transmitting wntmg, or other means of communication in common usage
as to the authonty of anyone claiming to’ Voté-on behalf of -and- to ‘represént a shareholder
notwrthstandmg that no proxy conferring’ such’ authority has been lodged with-the Corporation,
and any votes’ glven in accordance with such- commumcatron accepted by the chauman of the
meeting shall be vahd and shall be counted'“ e k S T :

k

2.7 Joint Shareholders

~ If two or more persons hold shares Jomtly, any one of them present in person or
represented by proxy at a meeting of shareholders may, in thé absence of the other or others, vote
the shares; but'if two 'or more of those persons-are present in person or feprésented by proxy and
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vote, the vote of the joint holder whose: name appears first on the shareholders list of the
Corporation shall be accepted to the exclusion of the votes .of the other joint shareholder or
shareholders. o e

2.8 Quorum

Except as otherwise prov1ded in the Artlcles or by-laws a quorum for the transaction of
business at any meeting of sharcholders shall be two persons present in person, each being a
shareholder entitled to vote thereat. ora duly appomted proxy holder for or representative of such
a shareholder and together holding or representing in the aggregate not less than 5% of the
outstanding shares of the Corporation entitled to be voted at the meeting. If a quorum is not
present at the opening of the meeting of shareholders, the shareholders present may adjourn the
meeting to a fixed time and place, and. at the adjourned meeting a quorum will be those
individuals present. I

2.9  Declaration by Chairman

The chairman of a-meeting of shareholders may declare to the meetmg the decision on
any questlon in accordance with the result ofa. show of hands or ballot. A declaration by the
" chairman that a resolution has been carried or carried unammously orbya particular majority, or
lost or not carried by a particular majority, will, in the -absence of evidence to the contrary, be
proof of the fact without proof of the number or proportlon of the votes recorded in favour of or

agamst the resolutron
2.10 Casting Vote

In the case of an equahty of votes on a ballot the chalrman of a meetmg of shareholders
shall be entitled to a second or. castmg vote 1n addltlon to any vote to wlnch he or she may
otherwise be entitled.

211 Ballots ‘

Any ballot to be taken at any meetmg of shareholders will be taken in such manner and at
such time and place and elther at once, later in the meetmg or after an interval or adjournment, or
otherwrse as the chairman of the meetmg directs. The result of the ballot will be deemed to be
the resolution of the meetmg at wlnch the ballot was' demanded or directed.” A demand for a
ballot may be withdrawn at any tlme pnor to the taking of the ballot. In case of any dispute as to
the admission or rejection of a vote; thé chairman of the meeting may determine the -same, and
such determination shall be final and conclusive.

2.12  Procedures

g

The chairtan of & ‘meeting" of shareholders will® have regard to accepted rules of
parhamentary procedure, but: S

) the chairman shall have the absolute authority over the matters of procedure and
there will be no appeal from the ruling of the chairman, but if the chairman, in his
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‘or- her- absolute -discretion, “deems it advisable to dispense with the rules of
parliamentary ‘procedures as to any.meeting of shareholders or part thereof, the
chairman shall so state; _

(i)  if disorder should arise which prevents continuation of the business of a meeting
of shareholders, the chairman may quit the chair and announce the adjournment of
the meeting, and upon hrs or her do1ng 50, the meetmg wrll be immediately
adjourned and o :

"(iii)  the chairman’ may ask or requlre that anyone ‘other'than a: director, the auditor of
. the Company' or anyone not a regrstered owner or proxy holder leave a meeting of
B 'shareholders oo

' ARTICLE THREE
DIRECTORS

3.1  Meetings and Proceedings

The d1rectors may meet together at such place as they thmk ﬁt adjoum and otherwrse
regulate the1r meetmgs and proceedmgs as they see ﬁt B '

3.2 Callmg of and Nonce of Meetmgs

Meetings of the Board wrll be held at such place and t1rne and on such day as any
director, or the Secretary upon the request of a director, may determine. Notice of meetings of
the Board shall be given to each director not less than 24 hours before the time when the meeting
is to.be held. Notice may be given, orally, personally or by telephone, or in writing, delivered
personally ot by prepaid ﬁrst-class post, telegraph ‘telex, telecopy, facsimile, email or any other
method of transmitting writing, or any other means of communication in common usage. When
written notice of a meeting is given to a director, it shall be addressed to him or her at his or her-
registered address or at his or her usual business or residential address, including any telex,
telecopy, facsimile number or e-mail address provided by him or her to the Corporation. Where
the Board has established a fixed time; and place. for the holdmg of its meetings, no notice of
meetings to be held at such ﬁxed time. and place néed be. g1ven to any director. For the first
meeting of the Board to be held 1mmed1ately followmg the’ electlon of a dlrector at an annual
general meeting of the Corporatlon or fora meetmg of the Board at which a drrector 18 appomted'
to fill a vacancy.in the Board, no notice. of such meetmg w111 be necessary to such newly
appointed or elected director in order for the meetmg to be duly constltuted )

IEEEEE

3.3 Votes to Govern

At all meetings of the Board every question shall be decided by a majority of the votes
cast on the question; and in case of an equality of votes the chauman of the meetmg will not be
entitled to a second or casting vote.
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3.4  Interest of Directors and Officers Generally in Contracts

No director or officer will be disqualified by his or her office from contracting with the
Corporation nor will any contract or arrangement entered into by or on behalf of the Corporation
with any director or officer so contracting or being so interested be liable to account to the
Corporation for any profit realized by any such ‘contract or arrangement by reason of such
director or officer holding that office or: of the fiduciary relationship- thereby estabhshed
provided that the director or officer has complied with the provisions of the Act.

3.5 Chairman

The directors present at any meetin-‘g‘io-f the;']éoai'db may choose one of their number to be
the chairman of the meeting.

| 'ARTICLEFOUR
‘THE TRANSACTION OF BUSINESS

4.1 Bankmg Arrangements

The banking busmess of the ComOfatlon, OF any part thereof mcludmg, without
lirmtauon borrowing of money and the giving of security thereof, will be-transacted with such
banks, trust companies or other financial institutions or bodies corporate or organizations as the
Board may designate, appoint or authorize from time to time. -Such banking business, or any part
thereof, will be transacted on the Corporation’s behalf by such one or more officers or other
persons as the Board may designdte from-time to time and shall be transacted under such
agreements mstructlons and delegatlons of power as the Board may from time to time prescribe.

4.2 Executzon of Instruments ,‘ -

Contracts, documénts or insﬁ'uments in ‘writing requiring’ execution by the Corporation
may be signed on behalf of the Corporation by (i) any two directors or (ii) any one of the
Chairman of the Board, the President or a director, together with one of a vice-president, the
Secretary or the treasurer, and all contracts, documents or instruments in wr1t1ng so signed will
be binding upon the Corporation without any further authorization or formality. The Board may
from time to time by resclution appoint any officer or officers or any other persen or persons, on
behalf of the Corporation,. to sign. and deliver contracts, documents or instruments in writing
generally (including a class of contracts, decuments or: instruments in writing) or specific
contracts, documents or instruments. in-writing and determine the manner in which any contracts,
documents or instruments in writing may.be. sigried, including the use of facsimile reproduction
of any or all signatures and the use of the:corporate seal or a facsimile reproduction thereof. Any
contract, document or instrument in writing may be signed by any one director or officer of the
Corporation for the purpose of certifying copies of or. extracts from the Articles or by-laws,
minutes. of meetings or resolutions of the:shareholders, or the Board or any committee of the
Board, or any instrument executed or issued by the Corporation: The corporate seal of the
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Corporation, if any, may be affixed to contracts, document and instruments in writing signed as
aforesaid.

4.3 Corporate Seal

‘The Cofporation ‘mvay, but need net ”a.xdopt ‘a‘ cei'por‘ate‘sealx and may chaﬁge a corporate
seal that is adopted... Any corporate seal that is adopted or.changed for the Corporation shall be
such as the Board may by resolution-from time to time approve. :

ARTICLE FIVE
" DIVIDENDS = -

5.1 Dividends

Subject to the provisions of the Act and the Articles, the directors may from time to time
declare and authorize payment of such dividends, if any, as;they-may deem advisable and need
not give notice of such declaration to any shareholder. Any dividend may be declared and paid
out of retained earnings, profits or other income of the Corporation or out of capital surplus,
share premium account on appraisal surplus, if any, or as otherwise permitted by law. A
declaration by the directors as to: the’ amount of such amounts:or:funds or assets available for
dividends shall be conclusive. :Any dividend'may bei paid-wholly or.in'part by the distribution of
specified assets, -and’ in particular- by 'shares; ‘bonds, - debentures:or “other. .securities of the
Corporation ‘or any other corporation ‘or in oné or more ways'as may be authorized by the
Corporation or the directors. Where any: difficulty arises ‘with Tespect to such a distribution the
directors may settle the same ‘as they think éxpedient;. and in particular may fix the value for
distribution of such specified assets or any part thereof; and may detérmine the cash payment in
substitution for all or any part of the specified assets to which any shareholder is entitled will be
made to any shareholder on the basis of the value so fixed in order to adjust the rights of all
parties and may vest any spemﬁed assets n trustees for persons entltled to the d1v1dend as may
seem expedlent to the du'ectors

52 Dtvuiend Payment S

Subject to the prov1s1ons of the Artlcles, a d1V1dend payable n money may be paid by cheque '
drawn on the Corporation’s banks, or-one of them, to-the order of each registered holder of shares
of a class or series in respect ‘of which-the dividend has :beenideclared; and mailed by prepaid
ordinary mail to such registeted holder at the:holder’s recorded-address.” In:the case of joint
holders the cheque will, unless such‘joint: holders.otherwise .direct,:be made payable to the order
of all 'such joint'holders and mailed to them at their recorded-address:” The Corporation may pay
a dividend by cheque to a fegistered holder:or to joint holders.other than in the manner herein set
out, if the registered holder or joint holders so request, " The/mailing of such cheque as, aforesaid,
unless the samé is not: paid on due presentation, ‘shall satisfy and discharge the liability for the
dividend to-the extent of the ‘sum represented thereby pIus the amount: of any-tax which the
Corporation is required to and does withhold. = = NP S R T o :
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5.3  Idem

‘The Corporation.may, when directed bsi a "registe.red holder ef a share in respect of which
a dividend in money has been declared, pay the dividend in the manner so directed.

5.4  Non-receipt or Loss of Dividend Cheques -

Subject to the prov1510ns of the Artlcles in the event of non-rece1pt or Toss of any
dividend cheque by the person to whom it is sent,. ‘the Corporatlon shall issue to such person a
replacement cheque for a like amount on such terms as to 1ndemmty, reimbursement of expenses
and evidence of non-receipt or loss and of . entlt]ement as the Board, the Vlce-Pre51dent in charge
of finance or the Secretary may. from Ume to tlme prescnbe whether generally orina parucular
case. : :

" ARTICLESIX . .
PROTECTION OF DIRECTORS AND OFFICERS

6.1 Limitation of Liability

, To the extent perrmtted by law no’ cnrector or officer for the time being of the
Corporation will be liable for’ the’acts, recelpts neglects or defaults of any other director, officer,
employee or agent, or for joining in any receipt oi act for conformity; or for any loss, damage or
expense happening to the Corporation through the insufficiency or deficiency of title to any
property acquired by, for or on behalf of the Corporation or for the insufficiency or deficiency of
any security in or upon which any.of the money of the Corporation shall be placed out or
invested, or for any loss or damages arising from.the ba.nkruptcy, insolvency or tortious act of
any person, firm or body corporate with whom or ‘which any moneys, secuntles or assets
belonging to the Corporation. may be lodged or dep051ted or for any loss, conversion,
misapplication or misappropriation of or any damage resultmg from any dealings with any
moneys, securities or other assets belongmg to the Corporatlon or for any other loss, damage or
misfortune whatever which may happen in the execution of the duties of the director’s or
officer’s respective office or trust or in relation thereto unless the same will happen by or through
the director’s failure to act honestly and in .gocd faith with a view to the best interests of the
Corporation and in connection therewith to.exercise the care, diligence and skills that a
reasonably prudent person would exercise in comparable circumstances. If any director or officer
of the Corporation is employed by or performs services for the Corporation otherwise than as a
director or officer or is a member of a firm or a shareholder, director or officer of a body
corporate with is employed by or performs services:for the Corporation, the fact of his or her
being a director of the Corporation will not disentitle-such director or officer or such firm or body
corporate; as the case maybe ﬁ'om recelvmg proper remuneration for'such services.

6.2 Indemmﬁcatmn of Dtrectars tmd Ojﬁcers

-The Corporatlon shall mdemmfy a dlrector or ofﬁc‘er of the Corporatlon a former director
or ofﬁcer of the Corporation or another md1v1dua1 who acts or acted at. the Corporatlon s request
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as a director or officer or an individual acting in a similar capacity, of another entity, and his or
her heirs and legal representatives thereof, to the extent permitted by the Act or otherwise by law.

6.3  Indemnity of Others

Except as otherwise required by the Act and'subject to Section 6.2, the Corporation may
from time to time 1ndemmfy and save harmless any person who was or is a party to any
threatened, pending or completed actlon ‘suit or proceedmg, whether civil, criminal,
admmrstratrve or mvestlgatrve (other than an' actron by or m the right of the Corporatlon) by
servmg at the request of the- Corporauon as an employee, agent of or participant in another entity,
against expenses (including legal fees), judgmerits; firles and any amourit actually and reasonably
incurred by him or her in connection with such action, suit or proceeding if he acted honestly and
in good faith with a view to the best interests of the Corporation or, as the case may be, to the
best interest of the other entity for which he or she acted as a director or officer or in a similar
capacity at the Corporation’s request, and w1th ‘reSpect to any criminal or administrative action
or proceeding that is enforced by a onetary penalty, had reasonable grounds for believing that
his or her conduct was lawful. The termination of any action, suit or proceeding by judgment,
order, settlement or conviction will not, of itself, create a presumption that the petson did not act
honestly and in good faith with a view to the best interests of the Corporatron or other entity and,
with respect to any cnmmal or admrmstratrve actron or proceedmg that i is. enforced bya monetary
penalty, had no reasonable grounds for behevmg that h15 or her conduct was lawful

6.4 -Rzght ofIndemnzty not Exclu's“zve T

" The provisions’ for mdemmﬁcatron ¢ontained in ‘the: by-laws are .not deemed to be
excluswe of any other rights to which'’ any person seekmg indémnification may be entitled under
any agreement, vote of shareholders or directors or otherwise, both as to action in his or her
official capacity and as to action in another’ capacrty, ‘and will continue as to a person who has

ceased to be a director, ofﬁcer employee or agent and w111 mure to the beneﬁt of the heu‘s and
legal representatlves of such a person ; e : :

" 'ARTICLESEVEN:
NomicEs

71 - " Method of szmg Nottces e T "ZT";" -

©+ Any notice, commumcatron or document to be ngen, sent dehvered or. served pursuant
to the Act, the regulations thereunder, the Articles, the by-laws or-otherwise, to a shareholder,
director, officer or-auditor:shall be. sufﬁclently given:if delivered personally to the person whom
it is to be given or if delivered to the person’s recorded address or if mailed to the person at the’
person’s recorded address by prepaid ordinary or air:mail or if:sent to the:person at the person’s
recorded address. A notice so delivered shall be deemed to have been given when it is delivered
personally or to the recorded address as-aforesaid; a- ‘notice-§o mailed shall be deemed to have
been given or the fifth business'day after its' deposit in a post office or. public¢ letter box.” In the
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event of any disruption, strike or interruption in the Canadian or United States postal services
after mailing and before receipt or deemed receipt of a document, it will be deemed to have been
received on the sixth business day following full resumption of the applicable postal service. If
the party giving any notice or other ‘written communicationi knows or ought reasonably to know
of any difficulties with the postal system that might affect the delivery of mail, any such demand,

notice or other communication may- not bé mailed but must be given by personal delivery or by
facsimile or other electronic means of communication. Notices may be validly given by way of
facsimile or other electronic means of ‘communication and if sent on a business day during
normal business hours of the recipient they shall be deemed to have been received on the date of
their transmittal and, if not, on the next business day. = . . .

7.2 Omissions and Errors

The accidental omission to give any.notice to any shareholder, director, officer or auditor
or the non-receipt of any notice by any such person or any error in any notice not affecting the
substance thereof shall not invalidate any action taken at any meeting to which the notice related
or was otherwise founded thereon.

7.3 Persons Entitled by Death or Qperatton of Law

Every person who, by operatlon of law transfer, death of a shareholder or any other
means whatsoever, becomes entitled to any share, shall be bound by every notice in respect of
such share which shall have been duly given to the shareholder from whom such person derives
such person’s title to such share prior to such person’s name and address being entered on the
securities register (Whether the notice was given before or after the happening of the event upon
which he or she became so entitled) and prior to his or her furnishing to the Corporation the
proof of authority or evidence of entitlement prescribed by the Act.

7.4 Waiver and Notice

A shareholder, proxyholder, director, officer or auditor may at any time waive any notice,
or waive or abridge the time for any notice, required to be given to him under any provision of
the Act, the regulations thereunder, the Articles, the by-laws or otherwise and such waiver or
abridgment, whether given before or after the meeting or other event of which notice is required
to be given, shall cure any default or defect in the giving or in the time of such notice, as the case
may be. Any such waiver or abridgment shall be in writing except a waiver of notice of a
meeting of shareholders of the Board or of a committee of the Board which may be given in any
manner.

ARTICLE EIGHT
GENERAL

8.1  Effective Date

The General By-law shall come into force on the date of issue of a certificate of
continuance continuing the Corporation under the Act.

p:\clients\I-sedar\cadre\am'\2003\csl-ic.doc



11

8.2 Invahdujy

The mvahdlty -Of - unenforceab111ty~ of any provmon of thJs by-law will not affect the
vahdlty or enforceablhty of the remalmng provisions of this by-law.

ENACTED by the Board the 3rd day of September 2003

“R Page C’hzlcott” : "- ' "‘GrahamH Scott”

President A Secretary

CONFIRMED BY THE SHAREHOLDERS n accordance with the Act the Sth day of October,
2003. T '
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. D AVIDSON & COMP ANY Chartered Accour;tants A Parmership of Incorporated Professionals
— T e S——

AUDITORS’ REPORT

To the Shareholders of
Cadre Resources Ltd.
(An Exploration Stage Company) .. . . .

We have audited the balance sheets of Cadre Resources Ltd. as at April 30, 2003, October 31, 2002 and 2001 and
the statements of operations and deficit and cash flows for the six month period ended April 30, 2003 and the years
ended October 31, 2002 and 2001. 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 financial statements present fairly, in all material respects, the financial position of the
Company as at April 30, 2003, October 31, 2002 and 2001 and the results of its operations and its cash flows for the
six month period ended April 30, 2003 and the years ended October 31, 2002 and 2001 in accordance with Canadian
generally accepted accounting principles. As required by the Company Act of British Columbia, we report that, in our opinion, the

"DAVIDSON & COMPANY"
Vancouver, Canada Chartered Accountants

July 24, 2003
(except as to Note 10 which
is as of August 8, 2003)

A Member of SC INTERNATIONAL

1200 - 609 Granville Street, P.O. Box 10372, Pacific Centre, Vancouver, BC, Canada, V7Y 1G6
Telephone (604) 687-0947 Fax (604) 687-6172



CADRE RESOURCES LTD.

(An Exploration Stage Company)
BALANCE SHEETS

(Expressed in United States dollars)

April 30, - October 31, . -October 31, -
2003 2002 2001 -

ASSETS

Current
Cash $ 1,073 § 7,105 § 2,462
Receivables . 3,986 2,383 4,246
Prepaid expenses " 5,000 - ~ -

3 10,059 §° 9,488 ' § 6,708

LIABILITIES AND SHAREHOLDERS’ DEFICIENCY

Current

Accounts payable and accrued liabilities (Note 5) $ 566919 $ 486,210 § 473,554
Due to shareholders (Note 3) e 143.629 143,629 _360.109
710,548 629.839 833.663

Shareholders’ deficiency L ‘
Capital stock (Note 4) T 4,779,905 = 4,739,905 4,549,205

Deficit (5.480.394) __(5.360.256) _ (5.376.160)

(700.489) _ (620351) _  (826,955)
$ 10,059 S 9488 $ 6,708

Nature and continuance of operations (Note 1)
Subsequent events (Note 10)" ~

On behalf of the Board:

- “Stanley Sandner” . - ... .. Director .. . .. R Page Chilcott” . ' . Director

The accompanying notes are an integral part of these financial statements.



CADRE RESOURCES LTD.
{An Exploration Stage Company)

STATEMENTS OF OPERATIONS AND DEFICIT

(Expressed ih United States dollars) -

Six Month
Period Ended Year Ended Year Ended
April 30, October 31, October 31,
2003 2002 2001
EXPENSES
Amortization A - - $ 1,632
Bank charges and interest =~ - 359 741 30,845
Foreign exchange (gain) loss ’ 40,402 5,330 (15,075)
Management and consulting fees- -~ - - 0 e -. 59,368 113,982 - 180,141
Office and miscellaneous 2,848 8,539 6,619
Professional fees 10,236 34,251 24,777
Shareholder costs and listing fees o792 10,223 8,874
Telephone “1,419" 2,897 3,644
Travel and promotion 4714 24.613 9410
Loss béfore other item R (120,138)  (200,576) - - (250,867)
OTHER ITEM
Recovery on amounts due to shareholders - 216,480 -
Net income (loss) for the period (120,138) 15,904 (250,867)
Deficit, beginning 6f period . . . . e s (5,360.256) (5.376.160) (5,125293)

Deficit, end of period $ (5,480,394) § (5,360,256) $ (5;376,160)
Basic and diluted income (loss) per share 3$ (0.01) $ 001 $ (003
Weighted average of number of shares outstanding 9,020,333 8,762,586 7,276,580

The accompanying notes are an integral part of these financial statements.



CADRE RESOURCES LTD.

(An Exploration Stage Company)
STATEMENTS OF CASH FLOWS
(Expressed in United States dollars)

Six Month

Period Ended

April 30,
2003 -

Year Ended

October 31,

2002

Year Ended
October 31,
2001

CASH FLOWS FROM OPERATING ACTIVITIES

| (120,138) $

Net income (loss) for the period P _ $ 15,904 §  (250,867)
Items not affecting cash: S R U 4 o
Amortization T e e Tl 1,632
Recovery on amounts due to shareholders o - (216,480) -
- Accrued interest ' ST R e T » - 17,215
‘Changes i in non-cash working capital 1temb ) ’
(Increase) decrease in receivables” -~ (1,603) 1,863 (608)
Increase in prepaid expenses (5,000) - _ -
- Increase (decrease) in accounts.payable and accrued liabilities. ... ... | 80,709 (7.344) 48.728
Net cash'used in operating activities' " (46,032) (206.057) (183,900)
CASH FLOWS FROM FINAN CING ACTIVITIES - e
. Capital stock issued for cash ' : o 40,000 _210.700 - 84,500
Net cash provided by financing activities 40.000 210,700 84.500
Change in cash during the period (6,032) 4,643 (99,400)
Cash, beginning of period 7.105 2,462 101.862
Cash, end of period - .8 1073 § 7,105 §- . 2,462
Cash paid during the period for interest 3 - $ - $ 15,482

Cash paid during the period for income taxes -

Supplemehtal disélos'uré ‘wi‘tli‘ix_fgﬁbécﬂf‘ to .@S_l_i; ﬂbvifS(N ote 6)

"“The accompatiying fiotes aré an iritegral part of these financial statements.



CADRE RESOURCES LTD.

(An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS
{(Expressed in United States dollars)

APRIL 30,2003

1. NATURE AND CONTINUANCE OF OPERATIONS

The Company was incorporated on March 1, 1988 under the laws of the Province of British Columbia and is
consxdered an exploratuon stage company T -

On March 12 2002, the Company was designated inactive by the TSX Venture Exchange (“TSX-V’) and is
prohibited from granting stock options.

These ﬁnanc1al statements have been prepared in accordance Wlth Ca.nadlan generally accepted accounting
principles with the assumption that the company will be able to realize its assets and discharge its liabilities in the
normal course of business rather than through a process of forced lignidation.. Continued operations of the Company
is dependent on the Company’s ability to receive continued financial support, complete public equity financings or
generate proﬁtable operatlons in the future.

L iw e e
=

April 30, ;. October 31, .. October 31,

2003 2002 2003
Working capltal (deficiency) 0%, 1 (700,489) $  (620,351) $ . (826,955)
Deficit ... . . (5,480,394) . (5,360,256) (5,376,160)

2. SIGNIFICANT ACCOUNTING POLICIES

Use of estimates

The preparation of financial statements in accordance with Canadian generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amount of assets and liabilities,

.. ..disclosure_of contingent assets and liabilities at the date of the financial statements and the reported .amount of
revenues and expenses during the penod Actual results could differ from these estimates.

Earnings (loss) per share

The Compa.ny uses the treasury stock method to compute the dilutive effect -of .options, warrants and similar
instruments. Under this method ‘the dilutive "effect ofi “eamings (Ioss) per ‘shareis recognized- on-the use -of the
proceeds that could be obtained upon the exercise of opuons, .warrants and similar instruments. It assumes that the
proceeds would be used to purchase common shares at the ; average ‘market price dunng the penod For the six month
period ended April 30 2003 and the years ended October 31, 2002 and 2001, this calculation proved to be anti-
dilutive.

Basic earnings (loss) per share is calculated using the wexghted-average number of shares outstanding during the
period.



CADRE RESOURCES LTD.

(An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in United States dollars)

APRIL 30, 2003

2. SIGNIFICANT ACCOUNTING POLICIES (contd...)
Foreign currency translation

The Company reports using the United States dollar. Monetary assets and liabilities denominated in foreign
currencies are translated at the exchange rate in effect at the balance sheet date and non-monetary assets and
liabilities at the exchange rates in effect at the time of the transaction. Revenues and expenses denominated in
foreign currencies are translated at the exchange rate in effect at the time of the transaction. Gains and losses arising
on translation are included in the statement of operations.

Income taxes

Future income taxes are recorded using the asset and liability method whereby future tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases. Future tax assets and liabilities are measured
using the enacted or substantively enacted tax rates expected to apply when the asset is reahzed or the liability
settled. The effect on future tax assets and liabilities of a change in tax rates is recogmzed in income in the period
that substantive enactment or enactment occurs. To the extent that the Company does not consider it more likely
than not that a future tax asset will be recovered, it provides a valuation allowance against the excess.

Stock options

Effective November 1, 2002, the Company adopted the new CICA Handbook Section 3870 “Stock-Based
Compensation and Other Stock-Based Payments”, which récommends the fair value-based methodology for
measuring compensation costs. The new section also permits, and the Company has adopted, the use of the intrinsic
value-based method, which recognizes compensation cost for awards to employees only when the market price
exceeds the exercise price at date of grant, but requires pro-forma dxsclosure of earnings and earnings per share as if
the fair value method had been adopted. Any consideration paid by the opuon bolders to purchase shares is credited
to capital stock. There is no effect on the financial statements for the periods presented.

3. DUE TO SHAREHOLDERS

April 30, . October 31, October 31,

2003 -~ 2002 2001
Advances from shareholders, non-interest bearing, unsecured
with no fixed terms of repayment o $ 143,629 $ 143,629 § 143,629
' Loan from shareholders bearing interest 12% per anmum, ~ ‘
unsecured with no fixed terms of repayment (recovered T
during the year ended October 31, 2002) . - - 216.480

$ 143,629 § 143,629 $ 360,109



CADRE RESOURCES LTD.

(An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in United States dollars)

APRIL 30, 2003

4. CAPITAL STOCK

Number
of Shares Amount
. Authonzed Lo o
© ".100,000, 000 common shares vnthout par value
Issued
Balance, October 31, 2000 ‘ 5,753,911 & 4,275,955
Private placements 1,371,428 130,000
Conversion of debenture. - . I W . - 582,376 - 123,750
Exercise ofoptions. s m vp R ' 150,000 19,500
anateplacement D T o o © 1,000,000 - "+ 200,000
Share issue cgsts =~ T U LI s R T (90,000)
Exermse ofoptxons ) et 7 114000 10,700
Balance, October 31,2002 8,971,715 4,739,905
Private placement 400.000 40,000
Balance, Apri} 30 2003 R R R S, 9,371,715 § 4,775,905

S NI TR A
During the year ended October 31, 2002 the Company completed & non-brokered pnvate placement consisting of
1,000,000 units at a price of $0.20" per unit for total proceeds of $200;0600: Each unit consisted of one common share-

and one non-transferable 'share purchase’ warrant entlthngr the holdér‘to purchase one additional common share at a
. price of CDN$0.40 per sha.re for a penod of two years A ﬁnders fee of $20 000 has been recorded on the

transaction.

During the six month period ended April 30, 2003, the Company issued 400 000 common shares at a pnce of
US$0.10 per share for total proceeds of $40,000. .

Stock optmns and warrants

. As at April 30, 2003, the fo]lowmg stock options were outstanding:

Number ‘ Exefcise

of Shares Pnce _ Expu-y Date

25,000 CDN$ 020 IR -‘-'-Apnl 22 2004 S
100,000 020 ° > * February 7,2005
245,000 s 0.20 February 2, 2006

o 0..261000 L .. ... ......015  May25,2006




CADRE RESOURCES LTD.

(An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in United States dollars)

APRIL 30, 2003

4. CAPITAL STOCK (cont'd...)
Stock options and warrants (cont’d...)

As at April 30, 2003, the following warrants were Butstﬁnding:

Number - .+ Exercise. ‘-

of Shares Price Expiry Date
1,000,000 @ B CDN$ 040 -~ * .- March 13, 2004
Stock option transactions are summarized as follows: =00 e
i ¢ Weighted '
o * Average
Number Exercise
of Options Price
Outstanding, October 31, 2000 B o Ut 420,000 CDN$  0.32
. Gramted S 890,000 0.8
Exercised (150,000) 0.20
Expired/cancelled e _ . __(270.000) 0.39
Outstanding, October 31, 2001 890,000 ' 0.18
Granted , 7 - -
Exercised © (114,000) 0.15
Expired/cancelled = | e (1450000 =~ 0.20
Outstanding, October 31,2002 and April30,2003 " 31000 'CDN$ 0.18

As at April 30, 2003, 631,000 options ar‘e”;:urrently' exercisable. »

5. RELATED PARTY TRANSACTIONS

Included in accounts payable as at April 30, 2003 is $413,362 (October 31, 2002 - $357,463; October 31, 2001 -
$297,728) due to directors and companies controlled by directors and former directors of the Company. Included in
due to shareholders is $100,000 (October. 31 2002 - $100,000; October 31, 2001 - $100,000) due to a director of the

Company.



CADRE RESOURCES LTD.

(An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS
{(Expressed in United States dollars)

APRIL 30, 2003

S. RELATED PARTY TRANSACTIONS (cont’d...)

During the six month period ended April 30, 2003, the Company paid or accrued management and consulting fees of
$59,368 (Year ended October 31, 2002 - $101,820; Year ended October 31, 2001 - 3115 141) to directors and
companies controlled by directors and former directors 6f the Company.

These transactions are in the normal course of operatxons ‘and are measured at the exchange amount which is the
amount of consideration established and agreed to: by the related parties.

. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS
There were no significant non-cash transactions for the six month period ended April 30, 2003.
Significant non-cash transactions for thé year ended October=31; 2002 consisted of>* -
a) The Company recovering on $216,480 of shareholder loans.
b) The Company accrumg $20 000 of share issue costs.

Significant non-cash transactions for the year ended October 31 2001 cons1sted of

2) The Company issuing 582,376 common shares in the amount of $123,750 upon the conversion of convertible
debentures of $123,750.

b) The Company issuing 371,428 common shares in the amount of $65,000 in exchange for funds received in the
previous year of $65,000.

7. FINANCIAL INSTRUMENTS

The Company's financial instruments consist of cash, receivables, accounts payable and accrued liabilities and
amounts due to shareholders. Unless otherwise noted, it is management's opinion that the Company is not exposed to

- -significant interest, currency -or.credit risks arising from- these financial instruments. The fair value of these financial
instruments approximates their carrying values, unless otherwxse noted

The Company is exposed to fipancial risk arising from ﬂuctuat:ons in forexgn exchange rates and the degree of
volatility of these rates. The Company does not use denvauve instruments to reduce its exposure to foreign currency
risk.

8. SEGMENTED ]NFORMATION

The Company cunently operatés in Canada in one reportable operatmg segment, bemg the Pxploratlon of resource
properties.



CADRE RESOURCES LTD.

(An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in United States dollars)

APRIL 30,2003

9. INCOME TAXES

A reconciliation of income taxes at statutory rates with the reported taxes is as follows:

et

April 30, October 31, October 31,

FTL 20030 2002 2001
Income (loss) for the period =~ = =<7 T v aiho g0 (130138) § 159047 §  (250,867)
Expected income taxes (recovery) $ (45,172) 8 6,298 § (111,887)
Shareholder loan recovery applied to losses carried forward ' - (85,730) -
Non-deductible expenses for tax purposes 270 4,873 2,826
Unrecognized benefit of non-capital losses 44,902 74,559 109,061
Total income taxes . 3 - 8 - 3 -

The significant components of the Company's future income taxes assets are as follows:

April 30, October 31, October 31,

2003 2002 2001

Future incomie tax assets:

Non-capital loss carryforwards $ 863,969 § 906,742 $ 900,276

Capital assets 4,245 3,875 4,582

Resource expenditures 245.865 220,351 ‘ 260,508
Future income tax assets before valuation allowance 1,1 14,079 1,130,968 1,165,366
Less: valuation allowance (1,114,079) (1.130.968) (1.165.366)
Net future income tax assets $ - $ - $ -

The Company has available for deduction against future taxable income non-capital losses of approximately
CDN$3,294,000. These losses, if not utilized, will expire beginning in the fiscal year ending October 31, 2003.
Subject to certain restrictions, the Company also has resource expenditures available to reduce taxable income in
future years. Future tax benefits which may arise as a result of these non-capital losses and resource deductions have
not been recognized in these financial statements.



CADRE RESCGURCES LTD.

{An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in United States dollars)

APRIL 30, 2003

10.

SUBSEQUENT EVENTS
Subsequent to April 30, 2003, the Company:

a) Issued 150,000 common shares af'a\' pﬁce‘ of CDNSO.IS pet share oﬁ the exercise of stock options.

" b) Issued 250,000 common shares at a price of US$0.10 pér share pirsuant t5a private placement.

c) Completed a pﬁvate plac;e,:;rfent consisting of 600,000 units at a price of US$0.10 per unit. Each unit conéists of
one common share and oné non-transferable shate purchase warrant exercisable at a price of US$0.10 per share
~ for a period of two years.- A finder’s fee consisting of 50,000 common shares was paid.

R T . T Wy . R




QUARTERLY AND YEAR END REPORT
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SCHEDULE B - SUPPLEMENTAL INFORMATION

1) Analysis of expenses and deferred costs

See attached financial statements - .

2) Relatedwparty tIaIlsaCtionS e oty AR A e n L aLr e e e Mo A

See attached financial statements

3) Summary of securities issued and options granted during the peried

a) Summary of securities issued

Date of Type of = : # of ” | Tétal Type of | .:Cémr‘nission
Issue = Security Type of Issue Shares  Price Proceeds Consideration  Paid
04/08/03  Common Private Placement-- -400,000-- .-$0.14. 856,000 Cash . - Nil '
b) Summary of options granted
.4 , # of s e
Date . shares Optionee _-_. Price. Expiry.

4) Summary of securities as at the end of the reporting period

See attached financial statements

5)" Directors & Officers of the company - Stanley Sandner — Chairman & CEO
David R. Hagler
R. Page Chilcott - President
Carlos Bacalao Romer
Marcello M. Veiga



SCHEDULE C - MANAGEMENT DISCUSSION

Description Of Business

Employing modem technology, the Company is éngaged i the ‘acquisition and economic development of
alluvial mineral deposits on the lower Caroni River, Venezuela:  These-deposits contain gold, diamonds,
titanium and fresh water sand and gravel. In addition, the exp101tat10n process will use ecologically sound

and proven processes to remove éxisting pollutarits.

Operations and Financial Condition

2)

b)

d)

Gain - The Company 1ncurred a net loss on operatlons of ($120 337) for the period.compared to a net
gain of $97,152 for the prior year. This amounts to a ‘decrease of $217;489 due to the write down of
loans from shareholders ($216,480), increase in forelgn exchange of (33 033) and other variations in
expenses.

Mineral Properties - The Company has written off" all mvestment in rmneral concessmns Negotlatlons
to acquire other concessions are ongoing. Successful conclus1on wﬂl depend | upon the Company
obtaining adequate financing and government approvals :

The Company is planning a bankable feasibility- study to: 1nclude a bulk-samplmg program and pilot-
plant. Government officials have accepted the proposed exploxtat:on plan. A formal filing application
has been made for exclusive mining rights to 25 concessions along the lower Caroni River, Bolivar
State, consisting of two non-contiguous blocks and comprising approximately 12,463 ha. The filing has
been made to the Ministry of ‘Mines pursuant to Venezuela Mining Law and to other affected
regulatory bodies Acceptance of the application for thesé exclusivé rights, subject to financing, will
lead to a feasibility study including a full-scale technical, economic and environmental study of the
large-scale exploitation potential of the concessions. Exclusive concession tenure, titles and permittiglg
along with government acquiescence and support would be included in this study. Completion of this
phase will include final projected operating and capital costs of the project.

Investor Relations - The Company currently has no. agreements to prov1de investor relation services.

Discussions have been held with various parties. " :

Financing

Subsequent to the period the company successfully completed a pnvate placement for US$85 000 for workmg
capital and furtherance of the project in Venezuela. , P

Liquidity And Solvency

The Company has incurred losses since mceptlon and has a worlqng cap1ta1 deﬁc1ency of $668 883 These factors
create significant doubt as to the ability of the Company 1o contmue asa gomg concern. ~

The Company’s ability to meet its obligations and mamtam 1ts operatlons is contmgent upon successful
completion of additional financing arrangements cuxrently being considered, the contmumg support of its
creditors or the completion of a business combmatlon wnh a company whlch would asswt in obtammg necessary

financing.



