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AFFIDAVIT

I, WILLIAM E: AZIZ, Chief Restructuring Officer, of the Town of Oakville, in the Province of Ontario,
MAKE OATH AND SAY AS FOLLOWS:

1. I am the President of BlueTree Advisors Inc. (‘BlueTree"), which has been retained to provide my
services as Chief Restructuring Officer ("“CRO") to the Petitioners (the “New Walter Canada
Group”). As such | have personal knowledge of the facts hereinafter deposed, eicept where such
facts are stated to be based upen information and belief, and where so stated | do verily believe
the same to be true.

2. This Affidavit is made in support of an application by the New Walter Canada Group under the
Companies’ Creditors Arrangement Act, RSC 1985, ¢ C-36 (the "CCAA") seeking an Order (i)
severing the proceedings for adjudicating the claim asserted by Kevin James in these proceedings
(the “James Claim") such that the Court will first determine whether Mr. James is entitled to any
royalties and then, only if the.Court determines that Mr. James is entitled to royalties, schedule a

. subsequent hearing to determine the quantum of royalties; and (ii) admitting into evidence the
Fawcett Affidavits (defined below) in the James Claim proceeding.
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3. | was initially retained by Walter Energy Canada Holdings, Inc.” (“Walter Energy Canada”) to
provide my services as CRO to Walter Energy Canada, its direct and indirect subsidiaries and
affiliates, and the partnerships listed on Schedule "C” to the Initial Order (collectively, the “Old
Walter Canada Group”). | was retained pursuant to an engagement letter dated December 30,
2015, as amended in response to certain requests made by Old Walter Canada Group
stakeholders. BlueTree was appointed as CRO of the Old Walter Canada Group pursuant to the
Order of this Honourable Court made on January 5, 2016 (the "SISP Order”).

4. My engagement as CRO of the Old Walter Canada Group, other than as CRO of Cambrian
Energybuild Holdings ULC (“Cambrian”), was terminated on December 15, 2016, when the entities
comprising that group filed for bankruptcy. '

5. The companies comprising the New Walter Canada Group (other than Cambrian) were
i'ncorporated on December 8, 2016, pursuant to the authorization granted in paragraph 5 of the
Order of this Honourable Court made on December 7, 2016 (the “CCAA Procedure Order”). Each
such company became a Petitioner in these CCAA proceedings and subject to the CCAA Charges
(as defined in the CCAA Procedure Order), and | became CRO of each new company in the New
Walter Canada Group when the companies were formed.

Severing the James Claim Proceedings

6. The James Claim is the only remaining unresolved claim in this proceeding. On October 5, 2016,
Mr. James submitted a proof of claim for a $6,747,203 unsecured claim. Mr. James subsequently
filed a Notice of Application dated October 6, 2017 (the “James Application”) alleging that Mr.
James is entitled to royalties under a Royalty Sharing Agreement (the “RSA") with Western
Canadian Coal Corporation (“WCC”) and seeking damages for breach of contract or unjust
enrichment.

7. As noted in my twenty-sixth affidavit sworn in these proceedings on April 25, 2019 (the “Twenty-
sixth Aziz Affidavit’), the New Walter Canada Group proposed that Mr. James consent to the
Court severing the question of his entitiement to royalties from the question of quantum of those
royalties. Mr. James has not consented to that proposal.

8. In the New Walter Canada Group’s view, severance is prudeht and cost-efficient. If the Court
concludes that Mr. James is not entitled to royalties, then the claim will have been fully adjudicated
without the parties having to incur costs to cross-examine experts and make arguments about
valuation. If, however, the Court concludes that Mr. James is entitled to royalties, then the parties
can adjudicate or settle the remaining issue of quantum. In that circumstance, the parties will be in
a better position to negotiate a settlement as each side will have a clearer understanding of the
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potential outcome. If the parties are still unable to settle their dispute, then the parties will incur the
costs necessary to support a valuation of those royalties, which are the same costs they would
have to incur without severance.

)

| am advised by the New Walter Canada Group’s counsel that there is little, if any, duplication
between the evidence relevant to Mr. James' entittlement to royalties (which turns on the
interpretation of the RSA and on the lay evidence about the RSA’s surrounding circumstances) and
the quantum of damages that may be owing to Mr. James (which, | am advised, turns on the parties’
competing expert evidence).

Severing the proceedings may avoid additional delay in resolving the James Claim and winding up
the Estate. On February 25, 2019, this Honourable Court made an Order (the "February 25 Order”)
in which it ordered that the New Walter Canada Group and Mr. James “follow the schedule outlined
in the agreement between counsel reached February 22, 2019 or as may be later agreed” for
adjudicating the James Claim. A copy of the parties’ agreed upon schedule is attached as Exhibit
“A”. This schedule contemplated a hearing in June 2019.

The parties have been unable to complete several pre-hearing steps by the dates contemplated in
their schedule, because they spent the time working towards a statement of agreed facts that would

- make cross-examinations of the lay witnesses unnecessary. Given the dispute regarding

severance and the admissibility of the Fawcett Affidavits, the parties must already extend the
deadline for written submissions on the question of Mr. James’ entitlement to royaities. If the parties
must prepare for a hearing on both entitiement and damages, that will likely push back the proposed

hearing date as the parties will likely require additional time to complete all the required pre-hearing
steps.

As noted in the Twenty-sixth Aziz Affidavit, the New Walter Canada Group's Amended and
Restated Plan of Compromise and Arrangement dated June 22, 2018 (the “Amended Plan”) was
implemented on April 24, 2019 and distributions under the Amended Plan comrﬁenced on the same
date. in addition, the New Walter Canada Group launched the liquidation process for its remaining
UK-based subsidiaries. The James Claim dispute may soon become the only reason why the New
Walter Qanada Group will need to extend the stay of proceedings under the Initial Order, which
would result in additional costs by prolonging these proceedings. Therefore, resolving the James
Claim dispute expeditiously will help bring these CCAA proceedings to a close and is in the best
interests of the New Waiter Canada Group and its stakeholders.
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As noted, the James Claim is based on Mr. James’ assertion that he is entitled to a royalty under
the RSA. | am advised by counsel that the RSA has been the subject of two prior proceedings
before the British Columbia courts, including (i) the Corporate Formalities Application (Docket No.
L050703) that was brought by WCC and in which WCC asserted that the RSA was invalid because
there was lack of corporate compliance in the execution of the RSA; and (ii) the Criminal Interest
Application (Docket No. S070436) that was brought by Mr. Fawcett (a founding director of WCC
with Mr. James and others) in response to WCC's assertion that the royalty under the RSA was a
criminal interest rate (collectively, the “Prior Proceedings”).

The New Walter Canada Group is requesting that the Court admit into evidence in the James Ciaim
proceedings two affidavits sworn by Mr. Fawcett in the Prior Proceedings: (i) Affidavit #1 of David
Fawcett sworn June 2, 2005 in the Corporate Formalities Application (Docket No. L050703), a copy
of which is attached as Exhibit “B” (the “First Fawcett Affidavit’); and (ii) Affidavit #1 of David
Fawcett sworn January 19, 2007 in the Criminal Interest Application (Docket No. S070436), a copy
of which is attached as Exhibit “C" (the “Second Fawcett Affidavit”, and with the First Fawcett
Affidavit, the “Fawcett Affidavits”).

The New Walter Canada Group has also proposed to Mr. James that certain affidavits sworn by
Mr. James and Mr. Austin in the Prior Proceedings be admitted into evidence as well. It is the New
Walter Canada Group's understanding that Mr. James does not object to these affidavits but
objects to the inclusion of the Fawcett Affidavits only.

| am also advised that Mr. James was a respondent in both the Corporate Formalities Application
(where he opposed the relief sought by WCC) and the Criminal Interest Application (where he
supported the relief sought by Mr. Fawcett). To the best of the New Walter Canada Group's
knowledge, Mr. James did not challenge the accuracy of the Fawcett Affidavits in the Prior
Proceedings nor did he cross-examine Mr. Fawcett on them. In fact, Mr. James explicitly relied on
the Second Fawcett Affidavit in his application response in the Criminal Interest Application, a copy
of which is attached as Exhibit “D”, without exhibits.

| am also advised by the New Walter Canada Group's counsel that the New Walter Canada Group
is not aware of Mr. Fawcett's specific current whereabouts and does not have any current contact
information for him. Counsel determined that Mr. Fawcett was a non-executive director of
Allegiance Coal and contacted Allegiance Coal to obtain current contact information. Mr. Reynolds,
Corporate Secretary for Allegiance Coal, advised that Mr. Fawcett had retired from that position.
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Mr. Reynolds offered to forward an email from counsel to Mr. Fawcett, which was done; however,
there has been no response from Mr. Fawcett.

The New Walter Canada Group's counsel has previously sought Mr. James' consent to admitting
the Fawcett Affidavits into evidence on several occasions. In an email dated March 20, 2019, Mr.
James' counsel asked the New Walter Canada Group to confirm that Mr. Fawcett was available
and willing to be cross-examined as a pre-condition. While the New Walter Canada Group’s
counsel took the position that cross-examination was not necessary or an appropriate pre-condition
in this case, in light of Mr. James' long-standing relationship with Mr. Fawcett, the New Walter
Canada Group’s counsel asked Mr. James’ counsel if Mr. James could provide Mr. Fawcett's
contact information and confirm when Mr. James last had contact with Mr. Fawcett. Mr. James's
counsel has not provided the requested information to date.
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PROPOSED JAMES CLAIM SCHEDULE

o March 1, 2019: New Walter Canada Group to particularize additional affidavits to be relied upon.
e March 8, 2019: Mr. James to provide expert reply report.

¢ March 15, 2019: New Walter Canada Group to provide draft agreed statement of facts to Mr.
James. )

e March 22, 2019: Mr. James to provide response to draft agreed statement of facts to the New

Walter Canada Group.

o April 1, 2019: Parties to provide 10-page submissions on disputed evidentiary issues, including

any disputes related to cross-examinations, to the Court.

o April 4 or 5 2019: Parties to attend hearing before Justice Fitzpatrick to resolve disputed

evidentiary issues if necessary, subject to Court availability .

« April 15, 2019: Parties to agree on whether to suggest bifurcated proceeding to the Court and, if

the parties beleve bifurcation would be efficient, to write to the Court jointly proposing the approach.

»  Week of April 23, 2019: Out-of-court examinations of fact witnesses and, if the Court prefers they

be examined out of court, expert witnesses.
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May 14, 2019: Written argument of Mr. James on entitlement.
May 28, 2019: Written argument of the New Walter Canada Group on entitlement.

June 2019 (exact dates to be set by Court): Hearing on entitlement and, possibly, valuation. Cross-
examinations of experts if the Court prefers they be examined in court. Counse! are available June
25-28. ' ‘
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Affidavit of David Fawcett
Affidavit # 1
Swormn June 2, 2005

No. L050703
Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA
BETWEEN:
Western Canadian Coal Corp.

Petitioner

David Fawcett, Kevin James and Mark Gibson

Respondents

AFFIDAVIT

[, David Fawcett, Businessman, with a place of business at Suite 1730-355 Burrard Street,

Vancouver, British Columbia, MAKE OATH AND SAY AS FOLLOWS:

1. I am a Respondent to this Petition and a shareholder of the Petitioner, Western Canadian
Coal Corp. (“WCCC”). I am also a former director and officer of WCCC, as described at
paragraph 10 of the Petition. -

2. I have personal knowledge of the matters set forth in this Affidavit, except for matters

stated to based upon information and belief, which matters I believe to be true.

3. I am a professional engineer by training, and have been actively involved in the coal
industry for over thirty years. Over those years I have acquired experience in virtually
every aspect of the coal mining industry, including property acquisition, exploration and
geological assessment work, feasibility assessment, infrastructure development and
operations, regulatory compliance and financing. I have worked my way up in the
industry, and since the mid-1980’s have been employed in senior management and

executive positions.



Up to the year 2000, the principal business focus of WCCC was the exploration and
development of a group of coal licences known collectively as the Belcourt property. I
acquired the Belcourt property prior to 1997 through Ensync Resource Management Inc.
(“Ensync”). In April 1997, the Respondent, Kevin James and I, amongst others formed
Western Coal Corp. (“Subco”). Ensync became a wholly owned subsidiary of Subco,
and the Belcourt property was transferred to Subco. WCCC was incorporated on October
2, 1997, as a vehicle to raise public financing to explore and develop the Belcourt
property. The shareholders transferred all the shares of Subco to WCCC in return for
WCCC shares.

In the spring of 1999, WCCC made an initial public offering of its shares through the
facilities of the Vancouver Stock Exchange, and became a public company. Attached as
Exhibit “A” to this Affidavit is a copy of a prospectus issued by WCCC in relation to
that publfc financing, which accurately describes the history and business of WCCC up to

that time.

The Belcourt property was an exploration prospect with no proven reservé. The property
had undergone considerable exploration and evaluation in the late 1970’s and early
1980’s. The purpose of the WCCC’s IPO was to finance further exploration and pre-
feasibility assessment on the property to determine whether developing a mine would be

economically viable under contemporary market conditions.

In the period from 1997 to 2000 international demand for coal was weak, and prices were
steadily declining. The coal industry in British Columbia was in recession, and there was
very little investor interest in coal ei(ploration or development. Although Western had
modest success with its initial public offering priced at $0.65, it was not possible to
maintain investor interest, and within a few months the share price for WCCC had fallen

to the $0.30 to $0.40 range.

Regardless of the size or quality of the resource base which might be proven at Belcourt,
the remote location of the property posed a significant challenge. The Belcourt property
is located approximately 85km southeast of Tumblér. Ridge (the ncarest rail access),

accessible largely through a system of gravel roads developed primarily for logging and
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oil and gas exploration. In order to develop a mine at this site, one would have to invest

substantial capital in order to develop a suitable transportation infrastructure.

Despite the poor markets and adverse business conditions in the BC coal industry in the
late 90s, I remained confident that the industry would eventually recover. I believed that
the depressed market conditions created significant opportunity for anyone willing to
undertake the risk of further investment. Various operators became unwilling or unable to
pay the fees to maintain existing coal licences. This included licences which had
undergone considerable exploration and development work by the current licence holder.
If a licence holder allows a licence to lapse, the subject property becomes available to be

re-licensed to the first person willing to make the application and pay the required fees.

During 1998 through 2000, James and I spent considerable time and effort researching
and assessing available geological data and development potential for many properties
which had previously been explored at some time, but which had been abandoned or
forfeited by the current holder. In light of the transportation issue we encountered at
Belcourt, we concentrated on identifying properties with comparable resource potential,

but better proximity to existing rail lines.

At that time, I was receiving a modest management fee in relation to the administrative
work I was doing as President of WCCC (payment of which was often deferred due to
our chronic shortage of cash). James was paid fees on a contract basis for geological
work done on Belcourt, but had not been directed and was not being paid by WCCC to

research or assess other properties.

James and I formed the view that a group of coal. licences known as the Bumt River
property (which had been extensively explored during the 1980°’s by Teck. Teck
Corporation) had development potential due to market changes for the type of coal there,
and the potential for a lower cost development and mining strategy. These licences were
located southwest of Chetwynd, B.C. — a potential railhead on BC Rail’s northern line

within reasonable trucking distance from the property. We decided that these Burnt River

licences should be acquired, and James applied for the Bumt River licences in January, =~ =~ =

1999, using funds advanced personally by him and me (approximately $6,000 each). We
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discussed this opportunity with the other directors of WCCC, who agreed that we should -
attempt to acquire and develop this property through WCCC. Consequently, James
agreed to assign the Burnt River licences to Subco when they were granted in return for
WCCC’s agreement to reimburse our expenses of acduisition. WCCC’s solicitor, Pat
Devlin, prepared a formal written coal property acquisition agreement for this assignment
(the “CPAA”), a copy of which is attached as exhibit “B” to this affidavit. The payment
to James under the CPAA (322,758.43) included repayment of the licence fees we had -
advanced, as well as payment to James for the considerable amount of work he had done

researching and assessing the Burnt River property.

Although the CPAA provides that payment was due on closing, WCCC did not pay

James when he assigned the Burnt River licences in May of 1999,

Over the ensuing several months, James and I continued to discuss the prospect of
acquiring additional licences for WCCC with David Austin, and Pat Devlin. James and I
continued to believe that additional, attractive opportunities were likely to become
available, but there was considerable doubt wiaether WCCC could or should invest in
additional licences. At the time (the latter half of 1999), the principal business focus of
WCCC remained the exploration and development of the Belcourt properfy, as described
in our prospectus. Substantially all of the money from the initial public offering had been
spent, or was committed towards completing the work program described in the
prospectus. David Austin advised James and I that there was virtually no investor
appetite for financing of coal exploration at that time, and that he did not think it would

be possible for us to raise funds to acquire licences for additional properties through

‘WCCC. He expressed doubts about whether we could meet our existing commitments

for the Belcourt properties, and some concern whether WCCC would be able to raise

money to continue operating at all.

In or about November, 1999, another property in the Hasler Creek area (known as “West
Brazion”) became available. James and I considered the West Brazion property to be a
desirable. acquisition, and were interested in acquiring and developing the licences

regardless of whether this could be done through WCCC. We applied for these licences
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in the name of Elisabeth James (spouse of Kevin James), in order to tie them up while we
continued to discuss whether WCCC should acquire them with Austin and Devlin. James

and I each paid half the licence fees, which totalled approximately $13,000.

Bétween December 1999 and February 2000, James and I, David Austin and Pat Devlin
had continuing djscussioné aBout how to deal with the West Brazion licences. In addition,
James and I had identified several more promising coal properties which we felt should
be acquired, through'WCCC if possible. These consisted of three properties known
together as the “Wolverine Group” (individually, the “Mt. Spieker”, “Perry Creek” and
“Hermann” properties), which were located near the existing Quintette mine. Mt. Spieker
property had previously undergone considerable development work by Teck Corporation
and Ranger Oil, but had been abandoned for some time. It now appeared that Teck was
possibly going to forfeit the licences for Perry Creek and Hermann as well, some time in
February or March, 2000. James and I believed that together these licences represented
an opportunity to acquire significant holdings with good resource potential and a

desirable location - immediately adjacent to BC Rail’s Tumbler Ridge line.

Austin never offered to invest any of his own money in the acquisition of additional
licences for WCCC. However, he did indicate that Mark Gibson, a business associate of
his, might be prepared to invest funds to assist WCCC in acquiring some of these
licences. Austin introduced me to Gibson, and Gibson agreed to advance money to
WCCC to be used to fund licence applications. Gibson actually advanced the sum of
$35,000 to WCCC for this purpose before we had a clear agreement about the terms. We
subsequently reached an agreement whereby Gibson would advance $20,000 of this
money to fund the application for the Mt. Spieker licences, in return for a royalty interest
and an option to acquire\a working interest in the Mt. Spieker property, if developed by

WCCC (this is the agreement attached as exhibit “A” to the affidavit of Mark Gibson #1).

Meanwhile, James and 1 continued our discussions with Austin and Devlin about the
West Brazion property. I believe it was David Austin who proposed that we agree to
grant WCCC an option to acquire the property in return for a 1% royalty on production,

and reimbursement of costs. I understoed this to represent compensation for the efforts
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we had made to identify and secure the property on behalf of WCCC, as well as the fact
that we were agreeing to effectivély finance the application costs, at considerable
personal risk, for an indefinite period. There was no guarantee that we would ever
recover this investment, and we would not realize any benefit under the royalty unless
WCCC succeeded in developing a mine on the property, which was far from certain. If
WCCC ever did produce coal from the West Erazion licences, the acquisition would be
tremendously beneficial to WCCC regardless of the agreement to pay a royalty to us. In

the circumstances I considered the agreement to be reasonable, and fair to WCCC.

After we agreed to opticn the West Brazion licences to WCCC on these terms, Pat Devlin
prepared a consent resolution to commemorate the transaction, a copy of which is

attached as exhibit “C” to this affidavit.

Shortly after executing the consent resolution, WCCC issued a press release announcing
the option agreement and royalty relating to acquisition of the West Brazion property (a

copy of this press release appears as exhibit “B” to Mark Gibson’s affidavit #1).

At about the same time we were transacting this business (mid-February, 2000), we
became aware that Teck had, in fact, failed to renew the licences for Perry Creek and
Hermann. This lead to farther discussion about whether or how WCCC might be able to
acquire these licences. WCCC would need an additional amount of about $30,000 to
make these applications. Gibson was involved in these discussions, both in relation to the
prospect of advancing more money for this purpose, and also in relation to concems he
had developed about the agreement we had reached over the Mt. Spieker applications.
The particular concern I recall him raising was about having an interest in one property
only, when WCCC would control which of the new properties might be developed, or in
what order. He suggestsd that we should be pooling our individual contributions to
various licences in return for a shared interest in a single royalty, applicable to all the

properties which he and Tames and I were assisting the company in acquiring.

Eventually we reached a broader agreement with respect to all of the new licence
épplications we were financing. Under this agrezment James and I agreed that Elisabeth -

James would assign the West Brazion licences to WCCC, and Gibson agreed to surrender



23.

24,

the separate interest he had negotiated in the Mt. Spieker licences. Gibson and I agreed to
advance the additional funds required for the Perry Creek and Hermann applications. In
return, WCCC agreed to grant us a single 1% royalty on production from any of these
properties to Gibson, James and I, which would be shared between us in proportion to our
respective contributions, once determined. This 1s the agreement which was eventually
commemorated as the Royalty Sharing Agreement (“RSA”), and is the basis upon which
Gibson and I advanced the additional money to WCCC to apply for the remaining

Wolverine licences.

Attached as exhibit “D” to this affidavit is a copy of a summary of the basic terms
agreed to respecting the royalty, whiAch I prepared around this time. I do not recall exactly
when I prepared this, but observe that it includes the amounts for the Perry Creek and
Hermann applications, and so was probably prepared at or after the time those
applications were made. This document reflects the fact that Gibson and I advanced a
further $10,000 and $20,000, respectively, to finance the acquisition of the Perry Creek
and Hermann licences pursuant to this agreement. We also agreed to credit James with
$5000 as compensation for the research and assessment work he had done on the

Wolverine properties.

At the time we made this agreement, James still had not been paid the amount agreed for

transfer of the Burnt River property (i.e. the $22,758.43 payable to James under the

. CPAA), and we wanted to settle that account at the same time. Initially we discussed

whether the royalty agreement shoﬁld apply to the Burnt River property as well, but we
were advised by Pat Devlin that it would be inappropriate to include Burnt River in the
royalty. I cannot rgcall his reason for this advice, which I don’t believe I questioned at the
time. We simply agreed to exclude Bumnt River from the royalty. However, we did
include reimbursement and credit for the amount of the licence fees James and I had paid
for the Bumnt River application (§6,000 each) as part of the consideration to us under the
royalty agreement, and James in turn agreed to acknowledge payment in full of any
amounts due to him under the CPAA. In this way, we settled the outstanding debt from
the Burnt River acquisition, and Jdries effectively abandoned his claim for payment for -

the work he had done in relation to that acquisition.
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Exhibit “D” appears to be signed by David Austin only. I cannot recall if this document
was ever executed by James, Gibson or me. After I prepared this document, I gave a copy

to Pat Devlin and asked him to prepare a royalty agreement reflecting these terms.

I have read the affidavit of Mark Gibson in which he recounts his belief that the royalty
was going to apply to the Burnt River property as well. Gibson was probably not directly
involved in the discussions abqut excluding the Bumnt River property from the royalty,
described in paragraph 24 abc;ve. I believed at the time that Dave Austin was keeping him
abreast of these developments, and that at the time we executed the RSA Gibson
understood that it did not provide a royalty on Burnt River. Some time later I recall that
Gibson, either directly cr through Dave Austin, raised a question about why the royalty
did not apply to Burnt River, and I explained to him that we had not included a royalty on
Burnt River based upon advice from Pat Devlin. I acknowledge that Gibson expressed
concern about this at the time, but he did not take any action in relation to his concerns,
and I assumed he was nevertheless satisfied with the agreement. In any event, the RSA
(including the exclusion of the Burnt River property) accurately reflects my

understanding of the agreement we reached in the spring of 2000.

The RSA and a consent resolution authorizing the RSA (Exhibits “B” and “C” to
Affidavit #1 of Fausto Taddei) are dated effective as of March 31, 2000; however, my
recollection is that these transactions were not actually documented until later, sometime
in May or June of 2000. I cannot now recall any particular reason why the documentation
of this transaction was delayed. I believe that the documentation of this transaction
became a significant concern in conjunction with the preparation of WCCC’s audited
financial statement for the fiscal year ended March 31, 2000, which were completed
some time in June. At that time, I asked Pat Devlin to prepare appropriate documentation
to give effect to the agreement, based upon my summary of the basic tenﬁs (exhibit”D”).
Pat Devlin prepared the RSA and the consent resolution authorizing the RSA in response
to my request. James and I were not independently represented in relation to this

transaction.
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The RSA transaction was subject to audit review in relation to the preparation of
WCCC’s financial statements for the year-ended March 31, 2000. The RSA was
disclosed and specifically noted as a non-arm’s-length transaction, as it has been in the

audited financial statements filed and published by WCCC each year since.

In the spring of 2001, WCCC implemented a new five year business plan focusing upon
development and eventual production from the licences within the Brazion Group and the
Wolverine Group. These properties have been the focus of WCCC’s business, both from
an operational and a promotional point of view, since that time. This development is
described briefly in the “chairman’s message” included in WCCC’s annual report to
shareholders for 2001, a copy of which is attached as Exhibit “E” to this Affidavit. Since
then, there has been a significant turn around in the coal industry in British Columbia,
which continues. The international demand and price for coal has increased steadily, and
1s now at near record levels. Consequently, WCCC has now been able to finance and
develop a producing coal mine on the Bumt River property, and it appears likely that
WCCC may commence production from the properties which are subject to the RSA in

the near future.

None of these develoﬁments were certain (or perhaps even probable) when Gibson,
James and I agreed to invest our own time and money to acquire these properties on
behalf of WCCC. There were numerous, obvious and significant risks associated with
this investment. The fact that other operators had voiuntari]y abandoned the licences in
question emphasises the doubtful nature of their value at the time. When James and I
agreed to assign the West Brazion property to WCCC, and when Gibson, James and I
began providing the work and funds necessary to allow WCCC to acquire the Wolverine
licences, there was significant doubt whether we would ever be repaid any part of our

investment, let alone realize any retum.

As matters have turned out, WCCC has been able to successfully develop a producing

mine at the Burnt River property, and has plans to develop further mining production

from the Wolverine properties in the near future. On this basis it appears that Gibson,

James and I will soon start to realize a significant return for our efforts and expenditures
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33.
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to acquire these properties for WCCC 5 years zgo. Based on current projections, I woild
estimate the aggregate net present value of our collective royalty interest at
approximately $6 million. However, in addition to the uncertainty and risk associated
with realizing this return, I believe it is also important to consider the comparative
benefits realized by WCCC through these accuisitions. The relatively small mine that
WCCC has developed at Burnt River (which it plans to substantially expand) is likely to
generate gross revenue in excess of $150,000,000 in the period 2004-2006, based on
current coal prices. Based on a conservative view of WCCC’s current development and
production plans for the Wolverine Group of properties (30 million tonnes at US$
65/tonne), the gross resource value of these properties is almost US$2 billion (WCCC’s
actual production plans are higher than this, and the current price for coal is
approximately $US 125/tonne). WCCC is reportedly planning to spend over $200 million
on develdpment of its northeast coal properties over the next two years. These
developments have had a significant impact on the equity value of WCCC. The market
capitalization of the company is today in excess of $300,000,000. Shareholders at the
time of the acquisitions who have retained their shares will have achieved enormoué
returns. For example, the shares and warrants John Byrne acquired for his $200,000

private placement in May of 2000, would have a market value today of almost $8 million.

At the time we negotiated the RSA, we were contemplating cash repayment of the
amounts éontributed, if and when the company was able to raise further financing (see
exhibit “D”’). The amounts of our contributions were recorded as payables in our financial
statements for March 31, 2000. The idea of settling these debts in return for shares came
up in connection with private placement financing that Dave Austin was able to arrange
later in the spring of 2000. I believe that John Byme required that WCCC clean these
debts off the balance sheet (at a price of $0.30/share, rather than the $0.20/share he was

paying under the private placement), as a condition of investing.

The consent resolutions for the option agreement on the West Brazion property (exhibit

“C”), the RSA (Exhibit “C” to Affidavit #1 of Fausto Taddei), and the shares for debt

~ seftlement (Exhibit “E” to” Affidavit #1 of Fausto Taddei) were all prepared by Pat

Devlin. As a director of WCCC, I was relying upon Pat Devlin as our counsel to prepare
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documentation that was effective to authonze the transactions we had agreed to. In
particular, I understood that my disclosure of my interest in these transactions (which all
parties were well aware of in any event) and abstention from voting in each of these

resolutions was consistent with the requirements of the relevant legislation.

34. Austin, James and I met and discussed these matters several times, in person or by phone,
throughout the relevant time frame. We commemorated these transactions by consent
resolution because this was the procedure used by Pat Devlin. Had Mr. Devlin advised us
at any time that a meeting was technically required in order to formally adopt any of

these resolutions, there is no reason why we couldn’t or wouldn’t have held one.

SWORN BEFORE ME at Vancouver, British

Name (Print)/ TouUN Lae = Dand Fawcet{

A Commissioner for taking Affidavits in the
Province of British Columbia.

JOHN S. FORSTROM
BARRISTER & SOLICITOR
MACLEAN FORSTROM JACKSON
1200 - 625 HOWE STREET
VANCOUVER, B.C. VBC 2T6

TEL (604) 685-8757 FAX (604) 651-0759

)
Columbia, on this 2nd day of June, 2005. ) /7 / '
I e i
) [
)
)
)
)
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AMENDMENT-#1
TO PROSPECTUS DA'I'ED DECEMBER 17, 1998

THIS PROSPECTUS CONSTITUTES A PUBLIC OFFERING OF THESE SECURITIES ONLY IN THOSE
JURISDICTIONS WHERE THEY MAY BE LAWFULLY OFFERED FOR SALE AND THEREIN ONLY BY

~ PERSONS PERMITTED TO SELL SUCH SECURITIES. NO SECURITIES COMMISSION OR SIMILAR
AUTHORITY IN CANADA HAS IN ANY WAY PASSED UPON THE MERITS OF THE SECURITIES OFFERED
HEREUNDER.AND ANY REPRESENTATION TO THE CONTRARY IS AN OFFENCE. THE SECURITIES
OFFERED HEREBY HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE U.S. SECURITIES
ACT OF 1933 AND MAY NOT BE OFFERED OR SOLD WITHIN THE U.S. OR TO U.S. PERSONS.

INITIAL PUBLIC OFFERING Dated: February 4, 1999
Effective Date: February S, 1999

WESTERN CANADIAN COAL CORP
(the “Conpany”)

This is Exhibit © /'} . "referrad to in ths
Suite 200, 580 Hornby Street affidavit of ,&M Jaw-o.ae_

Vancouver, BC V6C 3B6 sworn before me at
Telephone: (604) 608-2692 me 8l
this oL da

OFFERING: 1,100,000 Shares

PRICE $0.65 per Share A Commigsfoner for taking Afiidavits
¢ British Columbia

The Company is offering to the public through the facilities of the Vaacouver Stock Exchange (the “Exchange”) 1,100,000
common shares of the Company (the “Shares™).

Agent’s Net Proceeds
Price to Public® Commission® to the Company"
® 3) %)
Per Share: . 0.65 0.04875 . 0.60125
Total: . 715,000 53,625 661,375
Notes:
[4)) The price to the public was established pursuant to negotiations between the Company and IPO Capital Corp. (the “Agent”).
) The Agent will also reccive a corporate finance fee of 25,000 common shares of the Company, which shares are being qualified under this prospectus.

In consideration for guaranteeing the Offering, the Agent will receive that number of Agent’s Warrants equal to 15% of the Shares sold under the
Offering. Each Agent's Warrant will entitle the holder to acquire one share for 18 months from the date of issue of the Agent’s Warrants at a purchase
price of $0.65 per share during the first 12 months of the exercise period and a: a purchase price of $0.75 per share during the last 6 months of the
exercise period. The Agent’s Warrants and underlying shares are being qualified under this prospectus. In addition, the Agent will be paid a
sponsorship fee of $15,000 plus GST on completion of the Offering. The Company has paid a retainer of $10,000 to the Agent to cover the Agent's
costs related to the Offering, which costs will be paid out of the retainer from time to time, and any unused portion of the retainer will be retumned to
the Company upon closing of the Offering. See “Plan of Distribution™.
(€))] Before deduction of the costs of this issuc estimated &t $75,000.

The Exchange has conditionally listed the securities being offered pursuant to this prospectus. Listing is subject to the
Company fulfilling all the listing requirements of the Exchange on or before March 17, 1999, including prescribed

: dlstnbulmn and financial requirements.

/ 'I’hem s cumently no market for the Company s securities nor is there.any organized market through which the securities
~ _.may be sold. The securities of the Company must be considered speculative securities as the Company is in the exploration
" ftage-with. respect to its properties. AN INVESTMENT IN NATURAL RESOURCE COMPANIES INVOLVES A




SIGNIFICANT DEGREE OF RISK. 'THE DEGREE OF RISK. INCREASES SUBSTANTIALLY WHERETHE ;
COMPANY'S PROPERTIES ARE IN THE EXPLORATION AS OPPOSED TO THE DEVELOPMENT STAGE
SEE “RISK FACTORS™. :

Reference is made o “Description of the Securities of the Company Being Offered” and “Plan of Distribution” for a detailed
description of the offered Shares, the requirements for subscription and the commissions and fees payable thereon,

Upon completion of the Offering and the issuance of the Shares. the securities offered by this prospectus wil] represent -
15.7% of the shares of the Company then outstanding, the aggregate number of voting securities that will then be held by the i
public will be 2,586,250 shares (37.0%) as compared to 4.408.813 shares (63.0%) that will then be directly or indirectly
owned by the promoters. insiders. performance escrow shareholders of the Company and the Agent. as a group. See
“Aggregate Ownership of Securities™ and “Options and Other Rights to Purchase Shares”. '

No person is authorized by the Company to provide any information or to make any representation other than those contained
in this prospectus in connection with this issue and the sale of the securities offered by this prospectus. - :

WE, AS AGENT, CONDITIONALLY OFFER THESE SECURITIES SUBJECT TO PRIOR SALE. IF. AS AND WHEN
ISSUED -BY THE COMPANY- IN ACCORDANCE WITH THE CONDITIONS CONTAINED IN THE AGENCY
AGREEMENT (SEE “PLAN OF DISTRIBUTION™).

IPO CAPITAL CORP.
Bentall Tower 3
Suite 3000, 595 Burrard Street
- Vancouver, BC V7X 1L4

ii
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PROSPECTUS SUMMARY

This is a summary only and is qualified in its entirety by the more deiailed information and financial statements,
including notes thereto, coniained in the body of this prospectus. Capitalized terms appearing herein an(I not
otherwise defined have the respective meanings ascribed (o them elsewhere in this prospectus.

All dollar amounts in this prospectus are expressed in Canadian dollars except where otherwise indicated.

The Company

The Company is a British Columbia company. Through its wholly-owned subsidiary, Western Coal Corp. (“WCC™), it
carries on the business of exploring and developing coal licenses in British Columbia. WCC also has a wholly-owned
_subsidiary, Ensync Resource Management Inc., which is currently inactive. See “The Company” on page .-

WCC owns 2! coal licenses which are contained within four blocks, the Holislander, Red Deer, Huguenot and Omega
blocks, located along the Rocky Mountain Foothills belt of northeastern British Columbia, which licenses are
commonly referred to as the “Belcourt Property”. The Company will be focusing its efforts on exploration and
development of the Belcourt Property. See “The Company’s Principal Property - The Belcourt Properiy” on page 4.

WCC also owns eight coal licenses located in the Rocky Mountain Foothills belt of northeastern British Columbia,
which licenses are contained within the Saxon East block and which licenses are commonly referred to as the “Saxon
East Property™; two coal licenses located in the Kootenay land district in southeastern British Columbia, which
licenses are commonly referred to as the “Lillyburt Property”; and four coal licenses located in the Liard Mining
Division in British Columbia, which licenses are commonly referred to as the “Brazion Property”. See “Other
Properties” on page 43.

The Offering

Share Offering: 1,100,000 Shares.
Price per Share: $0.65.
.. Total Offering: - $715,000.

See “Plan of Distribution” on page 59.
Use of Proceeds

The net proceeds from the sale of the Shares will be $661,375 (being gross proceeds of $715,000 less the Agent’s
commission of $53,625), which together with the Company's working capital deficiency as at December 31, 1998 of

approximately $(30,74§), for a total of $630,630, will be used to pay the estimated costs of this issue (375,000), the .

sponsorship fee due to the Agent ($15,000), the work program on the Belcourt Property (3253,000), coal license
maintenance payments ($65,400) and administrative costs and unallocated working capital to fund ongoing operations
($222,230). Sec “Use of Proceeds” on page 45.

Management

Management of the Company consists of David Fawcelt, President, CEO and a director; (Douglas) David Austin, a
director; Kevin James, a director; Conrad Swanson, a director; and David Raftery, Secretary and CFO. Mr. Fawcett,
P.Eng., has approximately 24 years of mining engineering experience and has worked as an independent consultant

for the past- seven- years, specializing-in-coal properties: - From-1993-to 1996, Mr.~Fawcett-was-the-President of -
Globaltex Coal Corporanon a wholly-owned subsndxary of Globallex Industn&s Inc a publlc company tradmg on the o

acted as Chlef Operating Officer of Pine Valley Coal Ltd., a private company involved in coal developmept which is
the operator of a joint venture among wholly-owned subsidiarics of BC Rail, Mitsui Matsushima Co. Ltd. and

iv
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' . -Factors” on page 45.

Mr. Austin has approximately 15 years administrative experience with public. companies and is currently a director of .
two other reporting companies, one which owns mineral and coal properties and the other which is currently inactive
and seeking an acquisition. In addition, Mr. Austin maintains a. management position with BC Ferry Corp., which he
has been employed with since 1974. Mr. James, P.Geo., is a professional geoscientist with 17 years experience in
mining and exploration, specializing in coal properties. During the past ten years, Mr. James has been a consulting
geologist, prior to which time he acted as geologist for Quintettz Coal Limited from 1982 to 1987 and as exploration
geologist for Denison Mines Limited from 1981 to 1982. Mr. Swanson has over ten years of public company
experience and is currently the President and a director of a public company which owns mineral and coal properties
and a director of another public company which is currently inactive and seeking an acquisition. Mr. Raftery, C.A.,
worked for 21 years with Placer Dome Inc. and Wharf Resources Ltd., in Canada and intemationally, during which
time Mr. Raftery was a senior manager with Placer Dome Inc. and the Treasurer for Wharf Resources Ltd. Since
1986, Mr. Raftery has been in public practice with emphasis on public companies. Mr. Raftery is currently a director of
three other reporting companies. See “Management” on page 48.

Risk Factors

Investment-in the Shares involves certain risks. Prospective investors should consider carefully, among other things,

. that the Company’s exploration of its properties involves significant risks. The Company’s properties are in the
= exploration stage. Any mines that may be develeped on the Com.pany’s coal properties are generally subject to certain

types of risks and hazards, including environmental hazards, industrial accidents, unusual or unexpected rock

.. conditions, the risk of subsidence, flooding and other acts of God. The Company is not currently operating profitably
-and is not expected to do so until production is achieved on the Belcourt Property. The marketability of coal will be

affected by numerous factors beyond the control of the Company (eg., market fluctuations, proximity and capacity of
coal markets and government regulations). The Company’s coal licenses may be affected by native land claims or
government regulations. If the Company’s exploration program is successful, future funds will be required for further
exploration and development. The only source of future funds presently available is through the sale of equity capital
or the offering by the Company of an interest in all or some of the properties, but there can be no assurance that either
of these avenues will result in sufficient funds. The price of coal is dependent on market conditions and are affected by
numerous factors beyond the control of the Company, including intemational economic and political trends,
expectations of inflation, currency exchange fluctuations (including the US dollar relative to the Canadian dollar and
other currencies), interest rates, global or regional consumption patterns, speculative activities and increases in
production due to improved mining and production methods. The supply of and demand for coal is affected by various
factors including political events, economic conditions and production costs in major coal producing regions. See “Risk




MEASUREMENTS

Conversion into imperial equivalents is as follows:

To imperial

Toconvert measurement units Multiply by .
hectares acres 2471
metres feet 3.281
kilometres miles 0.621
tonnes tons . ' 1.102
CURRENCY

The Company’s accounts are reported in Canadian dollars. In this prospectus, all amounts are stated in
Canadian dollars except where otherwise indicated.

GLOSSARY

In this prospectus the following terms shall have the following meanings:

‘ adb:

adit:

Agency
Agreement:
Agent:
ANFO:
anticline:
anticlinorium:

argillite:

ASTM:

asymmetrical fold:

attrition:

basal:
BCM; bem:

BCM:tonne:

Belcourt Property

Air-dried bgsis.

v

A nearly horizontal passage from the surface by which a mine is entered. A short adit may be used to obtain
unoxidized bulk samples of a coal seam during exploration.

The agency agreement-dated-January 27, 1999, entered into between the Agent and the Company with respect to
the Offering.

[PO Capital Corp.

Ammonium Nitrate and Fuel Oil — a bulk explosive.

A fold that is convex-upward.

A series of anticlines and synclines so arranged structurally that together they form a general arch or anticline.

A rock derived either from siltstone, claystone, or shale, that has undergone a somewhat higher degree of
induration than is present in those rocks.

-American Society for Testing and Materials. ASTM Standards are commonly applied in coal testing in North

America.
A fold in which one limb dips more steeply than the other.

The wear that rock (coal) particles in transit undergo through mutual rubbing, grinding, knocking, scraping, and
bumping with resultant comminution in size.

Descriptive of an initial stratigraphic unit overlying an unconformity.

Bank cubic metre.
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box fold:

Brazion Property:

calcareous:

carbonaceous:

chert:
claystone:
cm:

Coal Assessment
Report:

_ coal license:

Company:
Company Act:

concretions:

conglonierate:

Cretaceous:

cross-bedding:

cross-section:
ddpm:
deltaic:
deposition:
detrital:

dilatation:

dip:

dmmf:

drag fold:

drill core:

Effective Date:

‘Ensync:
Escrow Agent:

A fold in which the broad flat top of an anticline (or broad flat bottom of a syncline) is bordered on either side by
steeply dipping limbs.

Has the meaning ascribed to it under “Other Properties - Brazion Property”.
A substance that contains calcium carbonate.

Carbon or graphite bearing, as in rock. The carbonaceous sediments inciude original organic tissues and
subsequently produced derivatives of which the compaosition is chemically organic.

A hard, extremely dense or compact. microcrystalline or cryptocrystalline sedimentary rock.
Rock in which much clay is present or which is largely composed of clay particles.
Centimetre.

A detailed report on =xploration programs conducted on mineral (coal) property in British Columbia; includes
interpretative and analytical results.

A coal land tenure term used in British Columbia to signify a block of land granted to the holder which is
maintained in good standing by payment of annual fees: to the Government.

Western Canadian Coal Corp., & British Columbia company.
The Company Act (British Columbia).

A nodular or irregular concentration of certain constituents of sedimentary rocks; developed by the localized
deposition of material from solution.

A coarse-grained clastic sedimentary rock, composed of rounded to subangular fragments, set in a fine-grained
matrix.

A geological period between 66 and 135 million years ago.

The arrangement of laminations of strata transverse or oblique to the main planes of stratification of the strata
concerned.

A profile portraying an interpretation of a vertical secticn of a deposit explored by geological methods.
Dial diversions per minute; the unit of measurement in the coal analysis test “Gieseler Plasticity”.
Descriptive of depositional environment that forms a de:ta.

The laying down of potential rock-forming matenal; sedimentation.

Dcscripfivc of minerals occurring in sedimentary rocks, which were derived from pre-existing rocks.

Deformation that is change in volume, but not in shape. Commonly refers to a rheological test (coal quality test)
on coal samples.

The angle at which a stratum or any planar feature is inclined from the horizontal. The dip is at a right angle to
the strike.

Dry mineral matter free.

Minor folding of strata along the walls of a fault in which the “drag” of displacement has produced flexures in
the beds on either side.

Sample of rock (coal) obtained in core drilling.

The date a receipt for the final prospectus is issued by the British Columbia Securities Commission, being
December 17, 1998, - : e e

Ensync Resource Management Inc., aBritish Columbia company which i$ the wholly-ownedsubsidiary.of WCC.

Montreal Trust Company of Canada.




Escrow
Agreement:
Exchange:

fault:

fixed carbon:

fluidity:

fold:

footwall:
fossiliferous:
FSI: o
geophysical
logging:

glauconitic:

Guarantee:
ha:

hanging wall:
horizon:

hvb:

isoclinal fold:
km:
lens:

Liltyburt
Agreements:

Lillyburt Property:

Listing Day:
lithic, lithologic:

lithology:

Ivh:
. m.:_ -
mBCM:

metallurgical coal:

mm:

_ Million bank cubic mietres.

The escrow agrcement dated September 30 |998 ‘among the Escrow Agent, the Company, David Fawccm Kinder
Deo, Kevin James, Conrad Swanson, (Douglas) David Austin, Mahmoud Afsharian, ASth lnvestmems and David
Raftery.

The Vancouver Stock Exchange.

A fracture in a rock where there has been displacement of the two sides relative to one another parallel to the
fracture.

[n the case of coal, the solid residue other than the ash, obtained by destructive distillation. determined by

_ definite prescribed methods.

Commonly refers to the result from the “Geiseler Plasticity” test on coal samples — a rheological test (coal quality
test) used on metallurgical coals.

A bend or undulation in strata caused by compression.
The mass of rock beneath a coal seam, fault plane, or vein.
Containing organic remains or fossils.

Free Swelling Index. A measurc of a coal’s caking capacity, with respect to metallurgical coals, an important
indication of its potential for coke making; a coal quality test.

Refers to the use of down hole geophysics to measure certain aspects of the strata through which the dnll hole
passes. '

Contammg glauconite, a green mineral closely related to the micas; commonly occurs in sedimentary rocks of
manine origin.

Has the meaning ascribed to it under “Plan of Distribution™.
Hectare,

The mass of rock above a coal seam, fault plane, or vein.

High-volatile bituminous.

A fold the limbs of which have parallel dips.

Kilometre.

A body of rock or coal thick in the middle and thin at the edges.

The acquisition hgreemem dated November 27, 1997, between the Company and Morris Geological Co. Ltd.’
together with the acquisition agreement dated November 27, 1997, between the Company and G.S: Reeves
Associates Intemational Ltd.

Has the meaning ascnibed to it under “Other Properties - Lillyburt Property”.

The day on which the Company's shares are listed, posted and called for trading on the Exchange.

Refers to sediments or rocks in which rock fragments are more important proportionally than feldspar grains.

The description of rocks on the basis of such rock characteristics as colour, mineralogic composition, and gram
size.

Low-volatile bituminous.

Metre.

Coal used in iron-making processes; also referred to as “coking coal”.

Millimetre.




mt:

mtpy:

mvb:
Offering:
Offering Day:
open-pit:
o;x(crop:

oxide:

Paleozoic:
parting:
|;etrography:
plunge:
Pooling
Agreement:

proximate
analysis:

Qualification
Report:

quartzite:

rank:

raw coal:
reflectance:

Regulatory
Authorities:

reserves:
resources:

rheological:
sandstone:
Saxon East

Property:

scam:

Million tonnes.

Million tonnes per year.

Medium-volatile bituminous.

The offering and sale of the up to 1,100,000 Shares pursuant 10 this prospectus.
Has the meaning ascribed to it under “Plan of Distribution”.

A mine working or excavation open to the surface.

The exposure of bedrock or strata projecting through the overlying cover of soil.

Also oxidized; with reference to coal, the alteraticn of the coal’s characteristics by weathering and exposure to
oxygen.

An era of geologic time from about 570 1o about 225 million years ago.
A layer of rock in a coal seam.
The systematic description and classification of rocks (coal) using microscopic analysis. -

With reference to coal seam structures, the vertical angle between a horizontal plane and the line of maximum
elongation of the structure.

The pooling agreement dated August 31, 1998, among Montreal Trust Company of Canada, the Company and
certain of the Company's seed sharcholders.

In the case of coal and coke, the determination, by prescribed methods, of moisture, volatile matter, fixed carbon
(bv difference), and ash,

The qualification report dated December 1998, entitled “Belcourt Property, Western Coal Corp., Qualification
Report” and prepared by Beacon Hill Consultants (1988) Ltd.

In sedimentary rocks, a very hard unmetamorphosed sandstone, consisting mainly of quartz grains that have been
so solidly cemented with secondary silica that the rock breaks across or through the grains rather than around
them.

Those differences in the pure coal material due to geological processes designated as metamorphic, whereby the
coal material changes from peat through lignite and bituminous coal to anthracite; degree of coalification.

Coal that has not bzen subjected to a cleaning process.

A petrographic measurement made on a coal sample

The Exchange and the British Columbia Securities Commission.

That part of a resource which can be legally minzd at a profit under specified conditions that are generally
accepted by the mining industry as reasonable under current economic conditions, demonstrated by at least a
preliminary feasibi’ity study based on measured rescurces and indicated resources only.

A deposit or concentration of a natural, solid, inorgenic or fossilized organic substance other than natural ground
water, petroleum, matural gas, bitumen or related hydrocarbons, in such quantity and at such grade or quality that
extraction of the material at a profit is currently or potentially possible.

Descriptive of rheology, a study of the flowage of materials, particularly flow of solids and flow of non-
Newtonian liquids.

A cemented or otherwise compacted detrital scdiment composed predominantly of quartz grains, the grades of the
latter being those of sand. LT oo e o

Has the meaning escribed to it under “Oiher Pmpéﬂ:l'és - Saxon Easi Property™.

A stratum or bed of coal.

iv



Securities Act:..

sedimentary:

shale:
share:
Share:
sideritic:
siliceous:
siltstone:
split:

Sponsorship
Agreement:

strata:

stratigraphy:
strike:
strip ratio:

subcrop:
syncline:
synclinorium:
tailings:
thermal coal:

thrust fault:

topographic map:

Triassic:
UTM:

volatile matter:

washability:
WCC:
WCC Share
Purchase
Agreement:

" yield, plant:

""The amount of product recovered in the cleaning process, expressed as a percentage of the feed material. . i

Sécun'ﬁés-,qa (British Columbia).

’ N

Rock formed of scdlmenL such as conglomerate. sandstonc and shalc. (ormed of fragments of other rock )
transported from their sources and deposited in water.

Fine-grained sedimentary rock. formed from clay. silt or mud.

A common share in the capital of the Company.

A previously unissued common share in the capital of the Company being offered hercunder.
Containing a mineral siderite, FeCO,, and commonly containing magnesium and manganese,
Descriptive of a rock containing abundant silica.

Sedimentary rock formed from silt, lacking finely laminated naturc of shale. .

A coal stratum that has separated from the main seam by the development of a rock paning.

The sponsorship agreement dated January 27. 1999, entered into between the Agent and the Company with
respect to the Company’s application for listing on the Exchange.

Tabular or sheet-like layers of sedimentary rock, distinct from layers above and below.

Refers to the arrangement of the local rock strata, especially as to geographic position and chronologic order of
sequence. ’

The direction or bearing of a horizontal line in the plane of an inclined stratum, fault or other structural plane. It is
perpendicular to the direction of the dip.

In the case of coal, the unit amount of overburden (soil and rock) that must be removed for each unit amount of
coal mined, expressed as BCM:tonne (bank cubic metres per tonne).

A subsurface trace of bedrock or strata overlain by a layer or mantle of incoherent rock matenals and soils.

A fold in rocks in which the strata dip inward from both sides toward the axis.

A broad regional syncline made up ofa.series of minor synclines and anticlines.

The fine waste portion of washed coal. includes fine rock particles ?nd fine coal not recovered by the process.
Coal used to produce heat, as in a coal-fired power station.

Fault with a dip of 45 degrees or less, where the hanging wall appears to have moved up over the footwall.
Map showing the surface physical features of an area, generally by means of contour lines.

The earliest of the three geologic periods comprised in the Mesozoic era.

Universal Transverse Mercator; refers to an international system qfsuwey coordinates.

Those products exclusive of moisture, given off by a material as gas and vapor, determined by a definite
prescribed methods.

Refers to tests and analyses done on coal to estimate its amenability to improvement in quality by cleaning.
Western Coal Corp., & British Columbia company which is the wholly-owned subsidiary of the Company.
The share purchase agreement dated October 31, 1997, between the Company and the sharcholders of WCC,

being David Fawcett, Kevin James, Kinder Deo, Mahmoud Afsharian, Ashia Investments, Conrad Swanson and
(Douglas) David Austin.




THE COMPANY

The Company was incorporated on October 2, 1997, under the name Western Canadian Coal Corp. by registration
of its memorandum and articles under the Company Act. The Company will become a reporting issuer in British
Columbia upon issuance of a receipt for this prospectus from the British Columbia Securities Commission.

Western Coal Corp. (“WCC™), the Company’s wholly-owned subsidiary, was incorporated on April 21, 1997,
under the name of Western Coal Corp. by registration of its memorandum and articles under the Company Act.

Ensync Resource Management Inc. (“Enswnc”), the wholly-owned subsidiary of WCC, was incorporated on

January 25, 1993, under the name of Ensync Enterprises Inc. by registration of its memorandum and articles under

the Company Act. On June 24, 1994, the company changed its name to Ensync Resources Inc. and on Aprit 5.
1995, it changed its name to Ensync Resource Management Inc. Ensync is currently an inactive company.

WESTERN CANADIAN COAL CORP.*

|

Western Coal Corp.*
(100%)

Ensync Resource Management Inc.
(100%)

*  See “The WCC Share Purchase Agreement” for background information on the corporate structure and the
accounting treatment for the purposes of the Company’s financial statements which are attached hereto.

The head office and address for service of the Company is located at Suite 200. 580 Homby Street, Vancouver,
British Columbia, V6C 3B6, and its registered and records office is located at Suite 2550, 555 West Hastings
Street, Vancouver, British Columbia, V6B 4NS5.

BUSINESS OF THE COMPANY

Description and General Development

The Combany’s principal business since incorporation in Octeber, 1997, has been and continues to be the
acquisition, exploration and development of coal licenses. David Fawcett and Kevin James began acquiring coal
licenses and compiling property .information and data through Ensync. in.1995. In 1997, WCC acquired Ensync
and all of the coal licenses previously held by Ensync were transferred.into the name of WCC in order-tq.kecp all
coal licenses in one corporate entity, thereby leaving Ensync an inactive company. From 1997 to present, WCC
continued to acquire coal licenses which are all registered in thz name of WCC. At present, WCC owns four
groups of coal licenses, which are commonly referred to as the Belcourt Property, the Lillyburt Property, the



Saxon East Property and the Brazion Property. all of which properties are located in British Columbia and which
are more particalarly described undéf “The Company's Principal Property - The Belcourt Propertv” and “Other
Properties”. X

The Company is in the exploration stage and intends to carry out a work program on the Belcourt Property which
will consist of data compilation, topographic mapping, drilling, reclamation, coal characterization, environmental
work and pre-feasibility studies (see “The Company’s Principal Property - The Belcourt Property - Qualification
Report™). - .

The Company intends to focus its efforts on its existing properties but will also continue to seek and acquire
additional coal licenses worthy of exploration and development.

Summary and Analysis of Financial Operations

The following table sets out selected financial information for the periods indicated. -

3 Month From Incorporation
Period Ending (April 21. 1997) 10
June 30, 1998 March 31, 1998 ¥
Revenues/ Gross Profit ) nil nil
Exploration and Development Expenses $74.605 $181,355
General and Administrative Expenses $30,522 $62.145
Net Income (Loss). ($30,522) (862,145)
Working Capital® (8564 ,861) ($451,953)
Properties: : .
Deferred Exploration and Development $255,960 $181.355
Other Assets® ' $208.387 $208.455
Long Term Liabilities - nil nil
Shareholders’ Equity
Dollar Amount® (§92,664) ($62.143)
Number of Securities™* 1 1

Notes:

m For further details, reference should be made to the audited financial statements for the 3 month period ended June 30, 1998, and the
period from incorporation (April 21, 1997) to March 31, 1998, attached to and forming part of this prospectus. For accounting
purposes, the financial statements for the Company and WCC have been pooled to reflect the fact that these companies have been
operated under common control. Upon completion of the WCC Share Purchase Agreement on October 5, 1998, WCC became the
wholly-owned subsidiary of the Company. Sec “The WCC Share Purchase Agreement” for further details.

() . As at June 30, 1998, the Company had received subscription agreements for 1.141,250 shares with an aggregate cash value of

. $425,750, which subscription funds were advanced to the Company as interest free advances until such time as the subscription

offers were accepted by the Company. All of these subscriptions were accepted by the Company and issued and allotted on October
5. 1998, and will be reflected as such in the Company’s future financial statements for the period covering October, 1998.
In addition, during the period ended June 30, 1998, the Company agreed to issue 4,250,000 shares for an ascribed value of $34,768
in consideration for all of the issued and outstanding shares of WCC (see ““The WCC Share Purchase Agreemenr”) and 100,000
shares at a deemed value of $0.25 in consideration for the Lillyburt Propenty (see “Other Properties - Lillyburt Property”). These
shares were subsequently issued and allotted on October 5, 1998 and will be reflected as such in the Company’s future financial
statements for the peniod covering October. 1998.

3) Coal License acquisition costs and capital asset costs.

4 There were 5,870,063 shares issued and outstanding as of December 31, 1998, of which 4,563,812 are escrowed securities that will

be released from escrow as to 684,572 shares on the Effective Date, 684,572 shares on each of the firs(, second, third, fourth and
fiflh anniversaries of the Effective Date and 456,380 shares on the sixth anniversary of the Effective Date (see “Escrowed
Securities”). Upon the successful completion of the Offering, assuming all Shares are sold and afier issuance to the Agent of 25,000
" $hares in corsidération of ils corporaie finance féc, a total of 6,993,063 shares will be issued and outstanding, prior to the exercise of
the Agent’s Warrants or any. incentive stock options (see “Existing and Propgsed Share Capital’).




Management’s Discussion and Anaiy'sis-ofi«‘-ihéﬂ’éiﬁl-Cdniflil.ioh's{nihd Results.of Operations

The Company is in the business of acquiring, exploring and deveioping coal properties and does not have a source
of revenue at this time.

From incorporation to June 30, 1998, the Company raised $425,751 from the sale of 1,064,376 shares. During this
period, the Company also agreed to issue 100,000 shares at a deemed value of $0.25 per share in consideration for
the acquisition of the Lillyburt Property and the Company agreed to issue 4,250,000 shares for the acquisition of
all of the shares of WCC, for an ascribed value of $34,768.

From incorporation to March 31, 1998, the Company expended $181,355 on exploration costs related to its
properties ($177,729 on the Belcourt Property and $3,626 in the: Lillyburt Property), and during the three month
period ended June 30, 1998, the Company expended an additicnal $74,605 on exploration costs related to the
Belcourt Property. Total exploration costs of $255,960 consisted of consultant fees ($72,042). drilling ($58,025).
geological and geophysical ($41,608), maintenance costs associated with the coal licenses ($75,520), assaying
(32,102) and miscellaneous costs ($7,163). The $255,960 of exploration expenditures have been capitalized as
deferred resource property expenditures in accordance with CICA accounting procedures.

From incorporation to March 31, 1998, the Company expended 5207,084 on acquisition costs related to the coal
licenses (being $25,000 in the issuance of 100,000 shares @ $0.25 per share and cash payments of $85,000
relating to the Lillyburt Property - see “Other Properties - Lillyburt Property”;, and $97,084 in the acquisition of
the licenses comprising the Belcourt Property.). From incorporation to March 31, 1998. the Company also
expended $1.303 (net of accumulated amortization) on furniture and equipment.

From incorporation to March 31, 1998, the Company expendeé $62,145 in administrative costs. primarily for
legal and accounting expenses ($18,218), consulting fees ($14,195), management fees ($12.500), travel expenses
($9.635), rent ($4,800), and other miscellaneous costs ($2,797). During the three month period ended June 30,
1998, the Company expended an additional $30,522 on administrative expenses, consisting of legal and
accounting expenses ($11,563), consulting fees ($7.800), management fees ($7,500), rent ($2,400) and other
miscellaneous costs ($1,259). )

During the three month period from July 1, 1998 to September 30, 1998, the Company raised $151.525 from the
sale of 378,812 shares (see Note 8(b) of the financial statements attached hereto). From July 1, 1998 to
September 30, 1998, the Company did not expend any funds on exploration costs. During this three month period
the Company expended $21,962 in administrative costs, primarily for management fees ($10.000), rent ($2,400),
consulting fees ($7,226) and other miscellaneous costs ($2,336). .

During the three month period from October 1, 1998 to December 31, 1998 the Company paid for the continuance
of coal licences ($6,300) -and incurred administrative expenses of $16,243, primarily for management fees
(37,500), rent $(1,950), consulting fees ($3,893), accounting / audit ($1.135) and other miscellancous costs
($1,765). During this period the Company spent $6,000 on exploration related costs. In addition, the Company
spent $18,226 on financing costs in the period. As at Dccember 31, 1998, the Company had a working capital
deficiency of $(30,745).

The Company has no long tenm liabilities.



THE COMPANY'S PROPERTIES

THE WCC SHARE PURCHASE AGREEMENT

Pursuant to the WCC Share Purchase Agreement dated October 31, 1997, between the Company and all of the
shareholders of WCC (David Fawcett, Kevin James, (Douglas) David Austin, Conrad Swanson, Kinder Deo,
Mahmoud Afsharian and Ashia Investments), the Company purchased all of the issued and outstanding shares of
WCC from all of the shareholders of WCC in consideration for the issuance of an aggregate of 4,250,000 shares
which were issued into escrow pursuant to the “Proposal for a National Escrow Regime Applicable to Initial
Public Distributions™ published by the Canadian Securities Administrators on May 8, 1998 (see also NIN #98/22)
(all of which shares are escrowed pursuant to the Escrow Agreement - see “Escrowed Securities™). (Pursuant (o
accounting policies, the ascribed value for the acquisition of the WCC shares was determined to be $34.768 - see
the Financial Statements attached to and forming part of this prospectus.) As additional consideration, the
Company will pay a royalty of 0.75% of the selling price for all coal sales from the Belcourt Property on an
annual basis to certain shareholders of WCC (the royalty of which is to be divided among David Fawcelt as to
27.5%, Kevin James as to 27.5%, (Douglas) David Austin as to 22.5% and Conrad Swanson as to 22.5%). The
4,250,000 shares were issued on October 5. 1998. at which time WCC became the legal subsidiary of the
Company.  For accounting purposes the Company and WCC are considered to have been operating under
common control and consequently the financial statements attached to and forming part of this prospectus have
been pooled to reflect this arrangement.

THE COMPANY'S PRINCIPAL PROPERTY - THE BELCOURT PROPERTY

Ownership

Pursuant to the WCC Share Purchase Agreement, the Company acquired all of the issued and outstanding shares
of WCC (see “The WCC Share Purchase Agreement” for further details). WCC owns all of the following coal
licenses which are located in the Rocky Mountain Foothills belt of northeastern British Columbia and which are
collectively referred to as the “Belcourt Property™:

' , Coal “Area Date Renewal
Block License (ha) Recorded - Date
Red Deer 336921 " 300 June 15/95 June 15/99
336922 300 June 15/95 June 15/99
343944 300 Mar 11/96 Mar 11/99
353022 300 Dec 12/96 ’ Dec 12/99
353023 300 Dec 12/96 Dec 12/99 -
353024 300 Dec 12/96 Dec 12/99
Holtslander 336923 300 June 15/95 June 15/99
336924 300 June 15/95 June 15/99
343945 301 Mar 11/96 Mar 11/99
356250 301 May 29/97 May 29/99
356251 301 May 29/97 May 29/99.
356477 301 June 11/97 June 11/99
Huguenot 355843 301 May 14/97 May 14/99
355844 301 May 14/97 May 14/99
355846 ... 301 ... .. ...Mayl4/97 ... . May 14/99

355847 301 May 14/97 May 14/99




i~
\

Omega 356635 302 June 19/97 June 19/99

356636 <302 June 19/97 June 19/99
356637 302 June 19/97 June 19/99
356639 302 " June 19/97 June 19/99
356640 302 June 19/97 June 19/99

The Company has received a title report from its solicitors with respect to the Belcourt Property.

Qualification Report

The Belcourt Property is the subject. of a qualification report (the “Qualification Reporf”) dated December 1998,
entitled “Belcourt Property, Westerm Coal Corp., Qualification Report”, prepared by Beacon Hill Consultants
(1988) Ltd. A copy of the Qualification Report may be inspected at the Company’s registered and records office
located at Suite 2550. 555 West Hastings Street, Vancouver, British Columbia, during normal business hours
while the primary distribution of the shares offered hereunder is in progress and for a period of thirty (30) days

thereafter. The following italicized text has been excerpted, in part, from the Qualification Report.

* Disclaimer by Beacon Hill Consuliants (1988) Ltd.: “Beacon Hill Consultants (1988) Ltd. has relied upon

work and reports completed by others to prepare this report. Beacon Hill has not completed any checks to
confirm or otherwise the results of the work or reports and while Beacon Hill has no reason to doubt the
corrcctness of the work and reports, Beacon Hill takes no responsibility for the accuracy of work completed
by others.”

SUMMARY
Conclusions and Recommendations

It is concluded from this study that the Belcourt coal project is one of merit which contains potentially economic,
open-pittable coal resources in the Holtslander and Red Deer blocks sufficient to provide for a minimum
production level of 2.0 million tonnes/year, with the potential for expansion should markets warrant. Additional
resources of low strip ratio coal are also available from the Oriega block. These resources could be mined in
conjunction with those of Holtslander and Red Deer, or developed afler those resources are depleted.

The reports prepared by Denison Mines Limited, which discuss various exploration campaigns, provide detailed,
comprehensive assessments of the project and present a fair ard reasonable evaludtion of the poteritial of the
property. The work conducted by Derison justified the completion of a full feasibility study on the Red Deer area
in 1982 by Wright Engineers Ltd. Exploration work carried out in February-March 1998 on part of the
Holtslander block has yielded results consistent with expectations based upon Denison's previous work.

Al this time-the property is not considered to host a proven, commercial “ore” body. As any future evaluation of
project feasibility will be based on a development strategy differant from that envisaged in previous studies, it'is
recommended that further work be conducted to develop computerized geological models, undertake coal
charactrization studies and complete a pre-feasibility study for the combined Red Deer-Holtslander area. The
recommended work program is estimated fo cost §253,000.



Project Synopsis

The Belcourt property is located approximately 85 km southeast of the fown of Tumbler Ridge in northeastern

British Columbia. It consists of 21 coal licences contained within four blocks, designated as Red Deer, ’ P
Holtslander, Huguenot and Omega. The licences were originally acquired by Ensync Resource Management Inc. '
and 52895] B.C. Ltd. and were transferred to Western Coal Corp. in April 1998. These licences comprise

portions of what was once a much larger Belcourt property acquired and explored by Denison Mines Ltd between

1970 and 1980. In a joint venture with Gulf Canada Resources, Denison carried out major exploration programs

between 1978 and 1980 and commissioned pre-feasibility and full feasibility studies, which resulted in the

definition of substantial coal reserves on the property.

Expenditures incurred on the property between 1970 and 1982 for exploration and feasibility studies are
estimated at approximately 810.5 million, most of which were incurred from 1978 onwards. Of the total amount,
approximately 39 million to $9.5 million may be attributed 1o work conducted on and immediately adjacent to the
current. Belcourt property licence blocks. Most of the data collected from the exploration programs and coal . -
quality testwork is in the public domain, having been filed asa series of comprehensive assessment reports with
the Geological Survey Branch of the B.C. Ministry of Energy and Mines.

‘The property lies within a belt of Cretaceous strata that forms part of the Rocky Mountain Foothills. The main
structural feature in the area is the broad northwesterly plunging Belcourt Anticlinorium whose western margin is

.bounded by a major westerly-dipping thrust fault. The coal licence blocks are located on the northeasterly limb of
the anticlinorium and are underlain mostly by strata of the Lower Cretaceous Bullhead and Fort St. John Groups.
Coal seams occur within several formations in the series but the seams which have the greatest potential for
economic development are hosted by the Gates Formation. On the Belcourt property three areas, namely the Red
Deer, Holtslander and Omega have been identified as containing potentially mineable coal deposits.

Open pittable resources for Red Deer, Holislander and Omega licence blocks were estimated ulilizing geological
cross sections and other data from the Assessment Reports submitted by Denison Mines for their 1978 and 1980
exploration activities. A summary of these “open pit” resources is as follows:

)

. Coal resources (m tonnes) Holtslander Red Deer Ontega Total
- Plant Feed 23.75 34.56 44.78 103.09

- Clean Coal ©17.66 27.50 , 34.21 79.37
s Strip Ratio

- Waste Stripping (MBCM) 101.4 157.1 217.6 476.1
- Stripping Ratio (Raw Coal) 4.27:1 4.55:1 4.86:1 4.62:1

Additional coal resources also underlie areas adjacent to the defined limits of the currently proposed Red Deer
and Holtslander open pits. Further exploration and pit design work is expected to identify additional open
pittable coal resources developed in shallow pits located on the north end of Red Deer and the south end of
Holtslander.

A conceptual mining plan was developed for the Holtslander and Red Deer deposits on the basis of providing
sufficient raw coal to produce 2.0 mipy of clean metallurgical coal. The two pits would be mined by conventional
methods (truck and shovel operations) with coal being hauled to a centrally located preparation plant. The pits
would be mined in sequence, with Holislander being developed first. The resources which lie within these
conceptual pits would provide a combined mine life of over 20 years. No mining plan was developed for the
Omega area, but an operation similar to Holtslander/Red Deer is envisaged.

The flowsheet recommended for-cleaning the run-of-mine coal utilizes a dense “medium bath,. dense medlum
cvclone, water only cyclones and flotation. Expected: plant yields are estimated:at 73 %: for- Holtslander and . 78%
for Red Deer. Flowsheet options for Oméga coal were not reviewed, but an assumed yield of 75% was used in the
resource estimates.




On site facilities to be constructed for the project would include coal storage and loadout, tailings storage,
maintenance shops and offices. GfJ-site infrastructure requirements would comprise of a rail line extension from
the Quintette minesite, upgrading and consiruction of access roads to the property and construction. of a new
power line.

The estimated capital and operating costs for the conceptual mining plan are summarized as follows:

. Capital Costs (8 millions)
Initial Capital - Mining - 619
- Plant and Infrastructure 81.3
- Indirects 303
Total 173.5
Ongoing Capiial - Equipment and misc. . 78.9
- Reclamation - 8.0
Total 86.9
. Operating Costs (per tonne clean coal)
Holtslander Red Deer
- Mining $ 1315 8 1377
- Plant/G & A 9.98 9.98
- Transportation ' 26.00 26.00
Total $ 49.13 3 49.75
PROPERTY DESCRIPTION

Location and Access

The Belcourt property is located along the Rocky Mountain Foothills belt of northeastern British Columbia
benween latitudes 54° 22" 10 54° 3&' and longitudes 120° 1' 30" to 120° 31' 15". The property is accessible by
paved and gravel roads, either from Tumbler Ridge, B.C., over a distance of 85 km or from Grande Prairie,
Alberta, over a distance of 170 km. Access within the property is limited to secondary and tertiary road systems
constructed primarily for logging, oil/gas exploration and development and by previous coal exploration drill
trails and by abandoned seismic trails. The property location is shown on Figures | and 2.

Coal Licences, Property Size and Divisions
The property comprises a total ‘of 21 coal licences contained within four blocks, the Holtslander, Red Deer,

Huguenot and Omega blocks. |Details regarding the coal licences that make up each block arc outlined in “The
Company’s Principal Property - The Belcourt Property - Ownership” above].
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Physiography

The topography of the Belcourt property is typical of the southern and central portions of the Rocky Mountain
Foothills. Elevations range from approximately 960 m A.S.L. at valley floors to over 2130 m. The general
drainage pattern transecls the northwesterly topographic grain, with the major streams draining into the easterly
Slowing Wapiti River.

The climate in the area is characterized by long severe winters and short cool summers. Prevailing winds are
Jrom the southwes! and are strong at high elevations. Annual precipitation is estimated at 800 to 1100 mm. The
most common types of vegetation are boreal and subalpine coniferous trees. Alpine vegetation predominates
above the tree line.

WORK HISTORY
Introduction

The current Belcourt coal licences comprise selected portions of what was once a much larger property of the
same name. The original properly consisted of 55 coal licences (covering 14,205 ha) granted to Denison Mines
Ltd. (Denison) in autumn 1970. These licences were acquired on the basis of published regional geology which
indicated the occurrence of the coal-bearing Gates Formation within the area. Exploration conducted by Denison
between 1972 and 1976 confirmed the existence of thick, potentially economic coal seams within the Gates
Formation.

In April, 1978 Denison formed a joint venture (the Belcourt Coal Joint Venture) with Gulf Canada Resources Inc.
to explore and develop the property. Additional coal licences were acquired bringing the total to 144 contiguous
coal licences. The property covered an area of approximaltely 36,500 hectares which made it the largest coal
property in western Canada at that time. Denison, acting as operator for the joint venture conducted major
exploration programs during the summer of 1978, 1979 and 1980. The objective of these programs was fo gather
- adequate data on coal seam distribution, thickness, quality and geologic structure in order that coal resources
could be estimated and potential open pit mining areas could be identified. Various environmental studies were
also initiated.

All of the exploration data gathered from the work programs is available together with interpretations and various
conclusions filed as Coal Assessment Reports with the British Columbia Geological Survey Branch. A preliminary
Jeasibility study was completed in March 1980 and a full feasibility study was undertaken in 1982; these are not
publically available. The exploration activities conducted on the old property are summarized below; these
summaries have been taken in whole, in part or have been paraphrased from the Assessment Reporits.

Summary of Previous Exploration

Prior to the formation of the Belcourt Coal Joint Venture in 1978, work undertaken by Denison Mines Ltd
included the following: '

1972 - aerial photography and topographic mapping
1975 - aerial photography, ground control survey and geologic mapping
1976 - preparation of topographic base maps, geologic mapping and the completion of two diamond

drill holes totalling 112 m

1977 - geologic mapping, 26 hand trenches and stratigraphic section measurement
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Major field programs were carried out between 1978 and | 980; a summary of these is outliried below. Feasibility
Studies were carried out by independent consultants in 1980 and 1982. These are also listed below.

Photogrammetry and Ground Control
Triangulation stations were established throughout the property prior to aerial photography. Topographic base

maps utilizing a UTM grid system were prepared at scales of 1:25,000 and 1:5,000. All drill holes and adits were
surveyed from the established triangulation networks.

Geological Mapping

Detailed geological mapping was conducted on a scale of 1:2,500 during 1978, 1979 and 1980. Each data point
was located by compass and chain traverses or by aerial photographs Field data were complled on 1:5,000 scale
topographic base maps.

'Trenching

Hand trenching was carried out to define the surface trace and measure the thicknesses of the coal seams. The
trenches were approximately 0.6 mr wide and up to 1.5 m deep. All trenches were logged in detail and seam
thicknesses measured. A total of 314 hand trenches were dug during the 1978, 1979 and 1980 programs. Three
coal seams exposed in river banks were also described. Mechanized trenching was limited fo a few accessible
places. Six trenches were dug by a backhoe-equipped tractor; >7 seams exposed in road cuts were described and
measured. The locations of the trenches were plotted on the respective geological maps.

Drilling

The total amount of dlamond drilling conducted on the Belcourt property, including the 1976 work, is summarized
as follows:

Diamond Drilling Total length

No. of Holes (m)
1976 2 112
1978 17 5365
1979 15 4 987
1980 12 3827
Total 46 14 291

In addition, a total of 3399 m of retary drilling in 29 holes was completed in 1980. Of these drill holes, 23
diamond and 24 rotary holes totalling 7486 m and 2435 m, respectively are located on or lie immediately adjacent
to the new Red Deer and Holtslander blocks. A further 11 diamond drill holes totalling 3565 m lie on or adjacent
to the new Huguenot and Omega liceaces.

Geophysical Logging

Most of the diamond and rotary holes drilled on the old property were geophysically logged. Apart from hole BD-
7602, all diariond drill Holés in Red Deer and Holtslander were logged. Wherever possible,-the followmg suite-of -
logs were obtained.: .
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- Gamma Ray

- Neutron

- Sidewall Densilog

- Focussed Beam Resistivity
- Caliper

- Direction Survey

Drill Core Logging and Sampling

Basic lithologies were recorded together with sedimentarv structures, fossiliferous zones, marker horizons and
structural features such as bedding and fractures. Coal seams, including roof and floor characteristics, were
logged in detail with close reference to the detailed geophysical logs. Pictorial strip logs were prepared from the
written logs.

During the core logging process, coal was classified according to a visual estimate of ash content. The relative
lustre of the coal. its relative weight and the trace of the detailed densitv log were taken into consideration for

this estimation. Coal types were thus designated as follows:

Coal Type - Ash %

Cl g - 10
C2 11 - 20
C3 21 - 30

C4 over 30

-

. Most drill core from coal seams of more than 0.5 m in true thickness were sampled for analysis. The analyses

undertaken included chemical, thermal rheological, petrographic, washability and coke oven tests. Details of the

analytical procedures and resulls are discussed in the section entitled “Coal Quality” below.

Adits

Five adits were excavated on the property for a total driveage of 278.5 m. These adits provided bulk samples
Jrom the three major coal seams. Adit 79-1-1 in Red Deer sampled the No. | seam and adit 79-2-3 sampled the
No. 3 and 5 seams simultaneously. In Holtslander, ddits 8001 and 8002 sampled No. | and 5 seams, respectively.
In Ptarmigan-Omega, adit 79-3-1 sampled only the No. 1 seam. All the bulk samples were submitted for
washability and coke oven tests. In addition, bulk samples from No. 1, 3 and 5 seams in Red Deer and No. | seam
in Ptarmigan-Omega were submitted for attrition tests. A combustion test was performed on a combined sample
of No. I seam from adits 79-1-1 and 8001, and No. 5 seam from adit 8002.

The Free Swelling Index (FSI) of the coal seam was monitored while the adits were being constructed to
determine the extent of oxidation. The bulk samples for coke oven test were taken at locations where FSI values

ranged from 6 to 6-1/2.

All the adits are located on the current Belcourt licences.

Geotechnical Studies

Initial work on the geotechnical aspects of the Red Deer and Holtslander potential pit areas was undertaken
during the 1979 field season. The geotechnical data consisted of the following:

- bedding;-joint and fracture measurements;
- core logging and testing; -

- methane sampling and testing;

- groundwater monitoring.
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A report on the geotechnical work was compiled by Canadian Geologlcal Inc. and Jforms an appendix to Denison s
1980 assessment report.

Road Construction

Much of the work at Belcourt was helicopter-supported. This includes all of the geological mapping and much of
the diamond drilling, particularly the drilling away from the Red Deer and Holslander pit areas. During 1979, a
15.8 km long access road was built towards the proposed Ked Deer open pit 1o haul light equipment for adit
excavation. During 1980, an additional 7.05 km of access roads were constructed along abandoned seismic trails
in Red Deer and Holislander to support the adit construction and rotary drilling progranis.

Reclamation

The total disturbed area on the Belcourt property associated *vith the various exploration programs amounted to
29.78 ha. This area includes access roads, drill sites, adits and trenches, all of which were reclaimed in
accordance with government guidelines.

Feasibility Studies

On the basis of the exploration work conducted on the propert, the following independent feasibility studies were
completed.

. Preliminary Feasibility Study, by Wright Engineers Ltd., March 1980.
. Belcourt Feasibility Study, by Wright Engineers Lid., December 1982.

These reports are not publicly available.

Cost of Work Completed

The estimated cost of the exploration work completed by Denison during the period 1970 to 1977 is estimated at
80.5 million. It is believed that exploration activities and feasibility studies carried out between 1978 and 1982
cost in excess of $10 million givirg an overall total of at lecst $10.5 million. It is estimated that between 39
million to 39.5 million can be attributed to exploration conducted on, and immediately adjacent to the current
coal licence blocks. These estimates of cost are not adjusted to 1998 values.

GEOLOGY

The descriptions of the regional and property geologv presented below have been taken mostly from Denison
Mines (1980 and 1981). For brevity and ease of reading. specific references to these reports are not made below,

-except where the authors wish to emphasize the source of the material. Similarly, portions of passages taken in

whole or in part are not placed in quotation marks unless special emphasis is intended.

Regional Geologic Setting

The ‘Belcourt property-lies-within-c belt. of Cretaceous stratathat.form part of the. Rocky. Mountain Foothills in
northeastern British Columbia. The main. structural fealure in the area is a broad northwesterly plunging.
aniiclinofiiim (Belcourt Anticlinorium) whose westérn niargin is bounded by a nidjor westerly-dipping thrust fault
that has carried Paleozoic rocks over Lower Cretaceous strata isee Figure 5). Within the anticlinorium the oldest
rocks belong to the Triassic Whitekorse Formation. However, these strata are restricted to limited exposures in
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valleys that cut through the core of the structure and most of the core of the anticlinorium is underlain by Lower
Cretaceous Minnes Group lithologies. Eastwards from the core is a continuous succession of Crelaceous strata,
the youngest of which belong to the Kaskapau Formation of the Smokey Group.

The blocks of coal licences that comprise the property are located on the northeastern limb of the anticlinorium
and are underlain mostly by strata of the Lower Cretaceous Bullhead and Fort St. John Groups. Within this
region, areas of primary interest are represented by a narrow northwesterly-trending belt of tightly folded
synclines, anticlines and associated, commonly southwesterly-dipping thrust faults that have placed older units
upon younger ones.

The coal seams of greatest economic potential are hosted by the Gates Formation. Other, thinner coal seams also
occur in the Ainnes Group and within the Gething and Boulder Creek Formations. At present, only the coal
seams contained within the Gething and Gates Formations are considered (o hold any potential for economic
development.

Stratigraphy
Gething Formation

The Gething Formation conformably overlies massive, coarse conglomerates of the Cadomin Formation; together,
these units comprise the Bullhead Group. Gething strata consist of brown, calcareous, lithic, very fine to coarse-
grained sandstone, siltstone, carbonaceous claystone, conglomerate and coal. The sandstones in the upper
portion of the formation contain pebbles and coal stringers, are bioturbated and cross-laminated and show
evidence of soft sediment deformation. Sandstone units average from less than 0.5 ni to 1 m in thickness. Chert
pebble conglomerates, 2 m to 8 m thick, with common carbonaceous partings, are found near the middle of the
Jormation and toward its base. The sub-rounded to well-rounded pebbles are up to 5 cm in diameter and are
either clast-supported or sel in a coarse sandstone matrix. The Gething Formation commonly occurs in exposed
limbs of folds in the western and central portions of the licence blocks. Its thickness ranges from 60 m to 90 m.

Moosebar Formation

The Moosebar Formation comprises the lowermost formation of the Fort St. John Group. It rests abruptly on
carbonaceous sandstone of the Gething Formation and Stott (1968) considers this contact to be disconformable.
In the Belcourt region, the base of the Moosebar is sandy to pebbly and is glauconitic. This glauconitic horizon is
reportedly widespread in the Bullmoose Mountain area to the north, where it is considered equivalent lo the
Bluesky Formation of the Alberta Plains. The lower part of the Moosebar Formation is a marine, pro-deltaic
sequence comprising dark grey, rubbly claystone with thin layers of sideritic concretions. Towards its base are
thin, buff to brown bentonitic beds. The claystone grades upward through a transitional zone of-laminated
siltstone and claystone. Further upwards, the formation becomes a shoreline dominated sequence comprising
primarily fine- to medium- to coarse-grained, thin to medium-bedded sandstone, with an attendant gradual
decrease and eventual disappearance of claystone. The thickness of the Moosebar in Belcourt varies only
between 66 m and 72 m.

Gates Formation

The Gates Formation is transitional with the underlying Moosebar Formation. In the Belcourt region the base of
the Gates Formation is defined at the base of the lowest thick and massive sandstone unit. This lowermost portion
of the Gates is characterized by fine-grained, fairly well-sorted sandstones with frequent conglomeratic units and
thick beds towards the top. This basal sequence is referred to as the Torrens Member; it is readily identified in
oulcrop and forms resistant grey sandstone- conglomerate ridges along the length of the property.
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The middle and upper Gates are cyclic successions of carbonaceous sandstones, siltstones, claystones, coal and

.some conglomerates, deposited in deltaic and flood plain environments. Sandstones are the dominant rock type;
they are brownish grey to grey with occasional limonitic stains, generally fine-grained with medium- to coarse-
grained and conglomeratic phases, thin to medium-bedded in the upper half of the section and thick-bedded
towards the lower half. They generally display tabular to lenticular cross-bedding and contain carbonaceous
fragments, rootlets, plant fossils.and worm burrows.

Pebble .conglomerates occasionally occur as thin lenses within the sandstone, but can range up to 26 m in
thickness. The matrix-supported pebbles consist of chert quarizite, quarzitic sandstone and siliceous argillites.
They are commonly white to black in colour, but blue and green cherts may also be present (Stott, 1968). The
conglomerates commonly occur 70 m to 150-m from the base of the formation. Lithologic variations in the Gates
Formation on the Belcourt propertv are described in greater detail in three generalized stratigraphic sections that
Jorm Figures 6, 7 and 8.

Claystones are generally interbedded with sandstones and siltstones; they are grey, silty and carbonaceous with
abundant plant fragments. Pvrite is occasionally present. The sillstones are gradational with the sandstone and
claystone and frequentlv exhibit soft sediment deformation.

The interval between the base of the Gates Formation and the first significant coal seam varies from 48 m in the
Holtslander block to 82 m in Red Deer block. The total thickness of the Gates Formation is approximately 310 m.
Its contact with the overlving Hulcross Formation is marked by a 15 cm basal pebble conglomerate.

Hulcross Formation

The Hulcross Formation is a sequence of predominantly marine sediments comprising interbedded dark grey to
black claystones, light to dark grey, fine-grained sandstones, greyv siltstone and a basal conglomerate. The
claystone-siltstone horizons commonly contain clay-ironstone concretions. This formation thins markedly to the
southeast, from approximately 55 m in the Red Deer block to 30 m in the Omega block.

Boulder Creek Formation

The Boulder Creek Formation comprises predominantly non-marine sedimentary lithologies which include grey to
brown, fine to coarse-grained sandstone, chert pebble conglomerate, grey to black claystone and siltstone and a
number of coaly and carbonaceous horizons. The formation can be divided into three units of approximately
equal thickness (i.e. 20 m to 35 m each). The lowest unit comprises mainly grey sandstones which contain
conglomerate and carbonaceous horizons. Claystones and siltstones with coaly and carbonaceous layers make up
the middle unit while the upper unit consists mostly of grey to brown sandstones and siltstone. The upper contact
is often marked by a thin pebble conglomerate with a siltstone-claystone matrix. The Boulder Creek Formation
varies in thickness from 85 m to 98 m and is usually thickest where the underlying Hulcross Formation is thinnest.

¢

Coal Seam Development and Correlation

Exploration conducted by Denison confirmed the presence of polentially economic coal seams in the Gates
Formation within the current coal licence areas. Coal seams were also encountered during mapping and
trenching within the Minnes Group and in the Gething and Boulder Creek Formations. However, due to
insufficient data, their economic potential has not yet been fully evaluated, although it appears limited. Some
drilling was undertaken on Gething seams which provided data for a preliminary evaluation. In this report,
therefore, only Gething and Gates coal seams are discussed.
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OESCRIPTION

19m Siltstone and sandstone with claystone interteds.

Not a mining section.

26-37m Sandstone and siltstone with claystone interdeas.
Thickens northward.

Cenerally consists of 2 thin seans which are thickest
in the south.

10-40 m Sandstone and siltstone with claystone interbeds.
Thinnest In the north.

Together with Zone 6, forms a coaly section with numerous
thin seami. R

14-36 m Sandstone and s{ltstone with frequent claystone
interbeds. Thickens towirds the north,

Thin seaa usually can be grouped into upper and lower coa)
zones with claystone and carbonaceous claystone splits.
Sandstone and claystone splits in south portion. 3-19m between
the upper and lower zones, this rock consists of sandstone,
siltstone and frequent claystone interbeds. These Vithologies
thin to the north,

54-84 m Szndstone, siltstone snd claystone.interbeds with
claystone increasing in north part, Conglomerate lenses in
central sad north central aress.

Contains numerous claystone and carbonaceous claystone spifts.
Sandstone split {approxitately is) {n the north central ares.
Thin claystone interseam becomes sandy and thickens both
nortiward and southward, with coal stringers forming the Ko, 4
zone in the morth, .

Thickens to the south and generslily free frow rock splits,

27-51 = Sandstone and siltstone with some claystone throughout,
especially toward the top. Thin coal splits {n the north,
Sandstone predominates in most aress.

Locally thickens to 11-12n with a major rock split {n south
central area. Thin claystone and carbonaceous claystone splits
in north and central areas.

62-74 & Sandstone. Upper 5-10m claystone and siltstone with
thin coal splits in the central portion. Conglomerate in the
south- certral area.

Yalea trom Wright Eagineers L1d., 1982
BEACON HiLL CONSULTANTS (1988) LTD.
WESTERN COAL CORP
BELOOURT PROJECT

STRATIGRAPHY OF THE

- RED DEER AREA

Scote ASSHOWN| Oate: OEC.0997 | Fig. w9, 6
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DESCRIPTION
Sandstone and claystone interbeds with some siltstone.  Somewhat
conglomeratac 1n the central 4rea and near the Hulcross
Formation contact. ’

Developed only in the north-central area.

IJj20m Sangstone. Claystone and siltscone 1nterdeds witn thicver
units of sandstone in the north and central areas.

(onsists of two seams developed in the north central area tnat
become one in the extreme north. Both seams pinch out in the
central ares. ’

8-49m Predominantly sandstone in north with increasing silcstone
and claystone content southward.

Nost developed in the central ares. Only thin stringers are
found elsewhere.

21-32m Sandstone, siltstone and claystone. Minor conglomerate
zenes.

Consists of a serfes of cosl seams generslly not correlatable
within the bleck. The zone is mest censistent in the north.

12-48m  Sandstone and siltstone. Claystone interbeds are
cardenacesys {n the north and central areas.

Develops claystone splits in the south and eventually pinches out.

12-22m Predeminantly sandstone. Becoses silty in the south.

Hags claystene and siltstone splits in the south and centa) areas.
1-13m Sandstene and siltstone with claystone interbeds. Thickens
towirds the north where 1t becomes somewhat conglomeratic.

Lower of the two seams best developed in Holtslander.

14-16m Sandstone, siltstone and claystone faterbeds which become
carbenaceous in the central area. Some conglomerste.

Consists of three teams in the north central area.  The seams pinch
out in the sguth where cosl deposttion was interrupted by &
conglomeratic phase.

18-26m Predominantly sandstone, canglomeratic except in the
extreme north 4nd south. A 0.5n seam was fntersected in 80 7814.

Contains several thin rack splits in the north and thickens in
the central portion.

37-46m  Predominantly sandstone. Claystone sptits and minar
siltstone near a thin coal split occurring in the south part of
the ares. Conglomeratic, mostly in the upper partion of the unit.

Toten from Weight Eaglnescs Li¢, 1982

BEACON HILL CONSULTANTS (1988) LTD.
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BELCOURT PROJECT

STRATIGRAPHY OF THE
GATES FORMATION
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DESCRIPTION

56@ Sendstene witn clayytone ¢nd 3t1itstone 1nteroeas.
Thin cos! splits develoo 'n (he nortncenleal ang South.
central gresds.

Thin seem is developed in the southcentra) ares. Not a

mining section.

22m Sandetone and claystone with minor siltstone. Connlomeratic
in the southcentral ares. A thin coel split 1s developed in
the northcentral sres.

Mot a mininn section in this area.

23-30m Sandstone, siltstone and claystone. Thins somewhat
in the southcental ares.

Splits into two or three thin seams in the southcentral and
south areas.  This tone contsing ¢ mining section only in the
south.

31-56n Sanditone, siitstone and claystone. Sandstone dominates
the sectien in the south central ares and siltstone is more
abundent {n the northcentral and north areas. Thin coal splits
drvelop in ine northcentral and north aress.

Hast developed in the central portion. Individual seams within
the zone are not correlatable within the area. ([ntrazone
lithslogies are interbedéed: claystone, siltstone and sandstone.
Thin ceal zenes develap in the céntral ereas.

37-57m Sandstone dominates the lower portion of this unit
becoming siity in the north. The middle oart of the unit s
composed of interbedéed sandstone, stltstone and claystone. The
upper portion has considerably more claystone.

Thickest tn the south. Rock splits are frequent in upper part
of zone.

Pinches aut in the south.

13-220 Sandstone, siltstone and claystone interbeds. Thickens
southward.

The searn thins southward and pinches out in the southem area.
11-18n Sanditone and claystone, siltstone interbeds in the north.

Rock splits are present in the south.

10-12m Ssnditone predominates ia the south; claystone and sand-
stone interteds occur in the central ares and are scconpanied by
siltstone ir. the north.

2m claystone split develop:t in the north.

3Im Sandstore. Some cleystone, sflty claystone at base. Thin
coal and claystone developed near top.
Toran froem Weight Englasers L4, 1982

BEACON HILL CONSULTANTS (1988 LTO.
WESTERN COAL CORE

BELCOURT PROJECT

STRATIGRAPHY OF THE
GATES FORMATION
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Gething Coal Seams

There are three coal zones within the Gething Formation in the Belcourt region. The best developed appears to
be the lower zone which occurs near the contact swith the Cadomin Formation. In the Red Deer and Holtslander
areas, the zone comprises two coal seams, each greater than 1.5 m thick. This zone seems to disappear southward
before it reaches the Huguenot area. A thick sandstone sequence separates the lower from the middle zone. The
latter commonly comprises several thin, pooriv-developed coaly seams. In places the middle zone may be capped
by a thick conglomerate unit. The upper zone comprises two to three coal seams located close to the Moosebar
Formation contact. This zone appears 1o thicken southwards where, in the Huguenot area, it reaches 1.93 m in
thickness. A seamof the Gething, 9.5 m thick, occurs just south of Holtslander Creek.

Gates Coal Seams

The coal seams of the Gates Formation are well established as the most prolific coal-bearing strata in
northeastern British Columbia. To the north, minable thicknesses of Gates coal are first encountered just south of
Bullmoose Mountain and continue southeasnsards to the B.C./Alberta border, a distance of nearly 140 km, and
beyond. In the Belcourt region, the average aggregate thickness of the coal seams ranges from approximately 28
m in the Red Deer area to 22 m in the Omega area. "Individual seam thicknesses are relatively uniform, but may
vary locally in areas of greater structural disturbance. The coal seams are correlatable throughout the entire

property.

Nine coal seams and zones were identified in the Gates Formation across the old Belcourt property, No. 1 being
the lowermost and No. 9 the uppermost. The term ‘zone ' encompasses a number of closely-spaced coal horizons
within a distinct lithologic unit. These lithologic units were used for correlation in areas where individual coal
seams are difficult to recognize, due fo changes in seam characteristics or their transition into carbonaceous and
coaly intervals. The No. 1, 3 and 5 seams are persistent and correlatable over long distances; they maintain their
respective thicknesses and stratigraphic position throughout most of the property. The coal intervals within coal
zones No. 6, 7, 8 and 9 are correlatable only over short distances, although most of the coal zones, themselves,
persist throughout the property.

In the discussion presented below, the term “potential mining section” refers to coal seams, with or without rock
bands, which are equal to, or greater than 0.5 m in total true thickness.

. No. 1 Seam

This seam is defined as the first major seam resting on the uppermost massive sandstone of the Torrens Member.

It is present within all four of the coal licence blocks that comprise the Belcourt property and ranges in thickness
Jrom less than 2 m to approximately 11 m. The variation in thickness is both depositional and structural. In most
places the seam rests directly on sandstone, often includes a 0.5 m rock band near the top and has a carbonaceous
claystone roof. The seam is best developed in the Red Deer area. At Holtslander, the lower half of the coal seam
often contains rock bands that divide this part of the seam into as many as four coal splits. Only two or three of
these splits are usually considered to be potentially mineable. although four mining sections are occasionally
indicated.

. No. 2 Zone

Potential mining sections are present only in the Southern parts of the Omega area and in the Holtslander area.
In the Omega area, Zone 2 provides up to two mining sections with thicknesses up to 2.53 m and 2.39 m. At
Hollslander No. 2 Zone miiniing sections are verv thin, redching a riaximum of 0.58 m.Elsewhere on the property.
this zone is ‘recognized -only.-as.a.carbonaceous claystone. horlzon ‘containing discontinuous coal. lenses, lying.
within well-developed sandstone units. In their last filed assessment report (1981, Open File No: 466), Denison
refer to a thick No. 2 Zone (or seam) as being the lowest seam within the Red Deer block and present such an
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interpretation on their drawings. However. the cross-secticns show the lowest seam labelled as Seam 1. This
likely reflects-a revised interpretation of coal seam designation which is known 1o have been used in the later
JSeasibility study. This interpreta:ion is presented in the corvelation shown in Figure 9, herein and maintained in
the rext discussions.

. No. 3 Seam

This seam is well-developed over the entire properiy. In the Red Deer area. it is a clean seam varying in thickness

Srom 115 m 10 4.92 m. In the Holislander area. the seam remains clean but thins 10 less than 2 m. Further south.
the seam thickens and includes rock bands. In northem paris of the Omega area. it reaches in excess of 6 m
thickness but thins towards the south where it no longer forms a mining section.

. No. 4 Zone

This zone is similar to the No. 2 zone. where the coal seams are discontinuous. In Red Deer this zone appears
only as a coaly horizon. In their 1981 repori. Denison indicates that No. 4 zone contains a thick seam in Red
Deer. However, this seam is shovn on the cross-sections as Seam 5. and reflects the same correlation revision as
discussed for No. 2 Zone above. In the Holtslander and Omega areas the seam thickness ranges from 0.75 10 1.18
m . The stratigraphic position of the zone is marked at the base of a sandstone unit underlying the No. 5 seam.
No. 4 Zone does no! present a consistent mining section in any of the resource areas.

. No. 5 Seam

This seam occurs across the entire property and has charazteristics similar to Seam 1. It is thinnest on the
Huguenot licences and in the northern parts of the Red Deer block. The seam reaches thicknesses of
approximately 8.5 m in Omega, 10.5 m the southern pari of Rad Deer and ranges between 4.8 m and 7 m thick in
Holtslander.

o No. 6, 7 and 8 Zones

These three zones are similar in that each comprises two ar rore individual coal seams within a distinguishable
stratigraphic unit. The coal seams are generally thin, althougi individual thicknesses may exceed 2 m.

The units within which they occur comprise an interbedded sequence of carbonaceous partings and rock bands of
variable thickness. The corvelation of these zones is, in places. quite tentative. The No. 6 zone varies in thickness
Jfrom less then 3 m in Red Deer to greater than 40 m in Omega where the zone is best developed. The No. 7 zone
is likewise variable in thickness, ranging from 8 m in Omega io 23 m in Holislander and Red Deer. The No. 8 is
Jairly uniform in thickness except in Omega. where it thins to 2 m from an average of approximately 11 m.

. No. 9 Zone

This zone. which is stratigraphically 27 m below the Bouider Creek Formation, is the uppermost coal bearing unit
in the Gates Formation in Belcourt. The zone includes one thin coal seam which, in the Holislander area. exceeds
0.5 m in thickness. At present No. 9 Zone is not considered to present a potentially mineable resource.

The structural siyle of the: Belcour: )'egion ‘is..lypx_"cgl.,_aflhg Rocky Mountain Foothills in northe_a,s(em B.C. and. is
represented by large-scale thrust fculting and iritense folding.
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Folding

The folds in Belcourt are generally asymmetrical, with axial planes striking northwest and dipping southwest. The
Jolds are more open to the north, but become tighter and, in places, overturned south of the Holtslander. The
dominant fold style that characterizes the major anticlines in the property is the 'box fold'. In Belcourt, this type
of folding occurs in the footwall of a thrust fault, by secondary folding of the more gently dipping backlimb of an
asymmetrical anticline.

Secondary folds related to the formation of box folds and close 1o the plane of thrust faults are drag folds. These
Jolds have been observed in the footwall of the main thrusts throughout the property and range in amplitude from
a few melres to several tens of metres. Within the fault zones themselves, the intensity of deformation is evidenced
by small isoclinal folds.

Irregularly-dipping beds on the overturned limb of the Red Deer Svncline are attributed to gravity foldiﬁg.

Faulting

The major thrust faults recognized in Belcourt are illustrated in Figure 5. The faults are sub-parallél and of
varying magnitude, with displacements ranging up to several hundred metres.

The Red Deer Knob Thrust, which has placed Minnes strata against the Gates Formation in Red Deer and Gates
Formation lithologies against the Shaftesbury Formation in Holtslander, has been mapped over a strike length of
approximately 13 km. The surface trace of the fault is sinuous, primarily as a result of folding of the fault plane. .
In Red Deer, secondary splay faults arising from this thrust cut across the southwest limb of the Red Deer
Svncline. From Red Deer southwards, the Red Deer Knob Thrust changes strike from northwest to west and
fattens below the folded Bullhead succession, which underlies the Holtslander Synclinorium.

The Huguenot-Omega areas comprise a long, narrow fault block, bounded on the southwest by the Huguenot
Thrust and on the northeast by the Ptarmigan Thrust. These west-dipping faults are almost paralle! to one
another, extending from just south of Belcourt Creek, over 17 km to the B.C./Alberta border.

Relatively thick beds mapped on the surface or intersected in drilling are interpreted to be thickened sections,
repeated by thrust faulting. Some of the anomalously thick coal sections encountered in drilling are believed to be
imbriciated, particularly in areas close to major faults.

Pit Area Structures
Red Deer

The structure of the proposed Red Deer pit area is dominated by an anticline-syncline pair. Both anticline and
syncline are asvmmetrical, with axial planes dipping steeply west. The anlicline is actually a box fold that
plunges approximately 15° southeast. In the northern part of the pit area this fold is eroded to the Cadomin
Formation and the Gates coal measures are present only on the steeply-dipping limbs. Southwards, however, the
coal measures are under shallow cover at the top of the box fold and the coal seams occur over a large area of
relatively undisturbed and gently-dipping beds.

Holtslander
The proposed Holtslander pit area encloses three shallow svnclines that, taken together, form a broad,
southeasterly-plunging synclinorium. In the northern part of the mining area the coal seams lie close to the

surface. Further south, along the southwéstern linib of the synclinorium, the c'ogl beds dip gently eastward,
‘although they are cut by several splay faults from a folded andflat-lying backlinib thrust fault.
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Omega

The proposed Omega pit area encompasses tightly folded coal measures that lie between the west-dipping
Huguenot and Ptarmigan Thrust faults. The structure of this block is dominated by a compressed anticline-
swncline pair with steep, westerly-dipping axial planes. The common limb is complicated by thrust Jaulting in the
south. The fold pair opens northward where the anticline becomes more dominant and forms a box fold. The
northernmost portions of the block contain the southern termination of the Huguenot syncline and underlying,

Jolded, Ptarmigan Thrust. The proposed pits mainly form long, narrow panels a/ong the crests and limbs of
anticlines and occupy the cores of shallow synclinal trough.:.

RESOURCES
General

Resources have been estimated from cross-sections obtained from the Coal Assessment Reporis prepared by
Denison Mines following the exploration work conducted between 1978 and 1980. Although no re-interpretation
of the coal seam geology has been carried out in this study, random checks of the drill hole daia were conducted
and it was concluded that the Denison sections represented a reasonable interpretation for the purpose of this
current evaluation.

The previous studies carried out by Denison and its consultants estimated the amount of in-place raw coal, 0.5 m
or more in thickness, to be approximately 1,023 million tonnes within the original Belcourt property. Within this
regional resource, open pil resources totalling 173 million tonnes of product coal were identified as follows:

Areas Tonnes Clean A Clean Coal
Coal (millions) Stripping Ratio
Red Deer Pit 94.2 1.7
Holtslander 49.5 12.7
Omega 29.4 6.8
173.1 11.15

It should be noted that these opzn pit resources were defined as “reserves” in the previous studies since it had
been demonsirated that they were economically viable based upon the level of feasibility study conducted by the
owners at that lime. However, the open pit resources develcped in the current study, which is based on a revised
concept, cannot be defined as “reserves” since this evaluaticn is not considered to be at a “pre-feasibility” stage,
the minimum level of study required by the VSE for which economic viability can be demonstrated. Hence for the
purposes of this report the coal tonnages defined as being potentially mineable are classified as “resources”.

In order to assess the potential mineability of the in-situ resource, a preliminary assessment was conducted (0
determine the range of economic stripping ratios based on current projections of revenues and costs. A clean coal
production rate of 2.0 mtpy was used as the basis for this assessment. This initial work indicated that stripping
ratios would need to be in the range of 4.0 to 5.0 cubic mztres of waste per tonne of raw coal in order (o be
potentially economic and thus a target raw coal stripping rasio of 4.5:1 was used as the basis for determining the
available open pit coal resources.

Resource Calculations

Preliminary pit plans were develaped for both the Red Deer and Holtslander blocks by constructing pit outlines
on vertical cross-sections at 200.m intervals utilizing the stripping ratio limitations noted above and a maxinmum
wall slope angle. of 45°. The individual coal seam lengths were measured directly on the cross-sections and the
true thickness of each seam increment taken from the data shown on the section. The area of influence of the.
cross-section was usually 200 m, and the tonnage represented by each mining section was calculated and totalled

by cross-section and pit.
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Pit volumes were also determined from measurements on the cross-sections and roral waste calculated afler
subtracting the coal volumes on each section.

The following parameters and assumptions were used in'the estimation of the coal resources.

(1) Minimum mining thickness - a minimum thickness of coal, or waste band which could be mined separately,
was assumed (o be 0.5 m. This was the same figure used in the previous work ahd hence there are no seams
on the cross-sections:showing mining sections less than 0.5 m thick.

2) Specific Gravity (SG) - in this study an overall specific gravity of 1.4 was used on all seams for both pits.
Since the level of study did not allow for a detailed analysis of variation of specific gravity throughout the
seams, the figure used was considered to be a reasonable average for the proposed open pit areas.

A3) Out of Seam Dilution (OSD) - the amount of waste mined along the seam conltacts and mcluded with the plant
Jfeed coal was assumed to be 10% by weight of dry in-place coal.

(4) Mining Recovery (MR) - it was assumed that approximately 10% of the in-place coal would be lost during
mining - thus a mining recovery factor of 90% was used.

() Moisture factor (MF) - the moisture content in the plant feed coal was assumed to be 6%.

In this conceptual study, no correction factor was applied to account for variations in the dip of the seams
between sections, nor was a geological factor used to allow for the degree of confidence in the structural
interpretation. For Red Deer and Holtslander pits, However, thesé factors should'nat have a significant impact on
the amount of resources estimated.

The tonnage of plant feed coal (PF) resulting from the in-place coal resources, was determined as follows:

PF tonnes = in-place volume x 1.4 (§G) X 0.90 (MR) x 1.10 (OSD) x 1.06 (AMF)
in-place tonnes x 1.0495

In determining the clean coal the following parameters were used:

- plant yield, dry basis - Holtslander 73%
- Red Deer 78%
-'moisture content of clean coal 8%

The clean coal tonnage is thus calculated as follows:

- Clean coal Plant feed (dry) x yield x 1.08

Thus, for Holtslander

Clean coal = 1_17 x 0.73x 1.08
1.06
= PFx07438
and, for Red Deer
Clean coal = PFx078x1.08
1.06

= PFx07947
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Summary of Holtslander and Red Deer Open Pit Resources
Holtslander

The coal resources within the proposed Holtslander open pit are contained within six seams of the Gates
Formation. The No. 5 seam is the most persistent, constituting almost 60% of the total pif resource.

The Holtslander pit contains an estimated 17.7 million tonnes clean coal at an overall clean coal stripping ratio of
5.74:1.

A summary of these resources by seam is shown in Table 6-).

Table 6-1
Summary of Holtslandzr Pit Resource

Coal Tonnes (060s)

Seam # In-Place Plant Feed Clean Waste Mined
(000's BCM)
8 103 108 80
6 3357 3517 2616
5 13,164 13,815 10,276
3 912 957 712
2 322 338 251
/ 4774 5011 3727
Total 22,626 23,746 17,662 101,368
Stripping ratios - Plant Feed - 4.57:1
Clean Coal - 5.74:1
Plant Yield - 73%

Red Deer

The proposed Red Deer pit contains coal resources within a fotal of six seams, with the lowest seam, No. I,
constituting approximately 50% o] the total pit resource and No. 5 seam almost 30% of the resource. The total
resource at Red Deer is estimated at 27.5 million tonnes of preduct coal at an overall product coal stripping ratio
0f 5.72:1. These resources are summarized in Table 6-2

Table 6-2
Summary of Red Deer Pit Resource

Coal Tonnes (000s)

Seam # M-Place Plant Feed Clean Waste Mined
(000’s BCM)
8 9 100 80
7 412 432 344
6 1229 1290 1025
5 9538 10,010 7955
3 4909 5152 4094
I 16,746 17,575 13,967
Total 32,930 34,560 27,465 157,124
Stripping ratios - Plant Feed - - 4.54
Clean Coal - 5.72

Plant Yield - 78%
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Discussion

It is estimated that approximately 5% of the above resources would be classified as oxidized, or thermal coal. In
previous studies the zone of oxidation was considered to extend to 15 m below surface, but it is the authors’
opinion that the depth of oxidized coal would be no more than about 7 m, based on the experience of most coal
operations. In this study, an oxidation depth of 7 m has therefore been used in estimating the amount of thermal
coal.

The resources contained in the proposed Holtslander and Red Deer pits are considered to be in the indicated
category.

Additional Coal Resources

The coal resources identified at Red Deer and Holtslander are limited only by the economic stripping ratios. The
existence of extensive additional coal resources in these areas has been well demonstrated by the exploration
programs of the late 1970's and subsequent evaluation studies. For instance, the resources estimated for Red
Deer and Holtslander in the current study represent less than one-third of the open pit resources in the 1982
Jeasibility study.

Due to the higher coal selling prices utilized in the previous studies, pit stripping ratios were higher and
substantially more coal resources were defined than in the present study. In the. 1982 study, a total resource of -
143.7 million tonnes of clean coal was estimated for the Red Deer and Holtslander open pits, at an overall
stripping ratio of 12:1.

From the results of the present study it can be seen that any improvements in the project costs or revenues would
have a positive impact on allowable stripping ratios and thereby provide additional coal resources in both
Holtslander and Red Deer pits.

The potential for development of additional resources also exists through further exploration and pit design work
in areas immediately adjacent to the currently defined limits of the Red Deer and Holtslander open pits.

Some coal would likely be recovered from shallow pits on the north end of Red Deer and on the south portion of
Holtslander, while additional coal resources could be developed between the two Red Deer pits.

In the southern part of the original Belcourt property substantial coal resources have been identified in the
Huguenot-Omega licence areas. These two blocks cover an aggregate strike length of the coal measures of about
12 km. Most of the coal seams-in these areas are .confined to the eastern steeply-dipping limbs of the Omega
anticline, with some flatter lying portions where adjacent folds raise the coal seams close to the surface. It is in
these shallow dipping areas where there is the greatest potential for developing additional open pit resources.

An evaluation of the Huguenot-Omega data has resulted in the definition of potentially open pittable resources in
the Omega block, while the Huguenot block is seen as having the potential for developing resources through
further work in this area. The Omega resources were estimated using similar criteria to those established for Red
Deer and Holtslander, with conceptual open pit outlines being constructed on cross-section and based on
approximately the same stripping ratios. For the most part, the Omega sections were developed at 400 m
intervals, with occasional 200 m intermediate sections, thus areas of influence were generally much greater than
Jfor the proposed Red Deer/Holtslander mining areas.

A summary of the Omega resources is shown in Table 6-5. It indicates a total of approximately 34 million tonnes
of clean coal could potentially be recovered at an overall clean coal stripping ratio of 6.36:1. Since no review of
coal quality or possible plant flowsheet has been conducted for the coal from this part of the property, an assumed
plant yield of 75% has been used. '
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Table 6-5

Summary of Omega
Pit Resources

Coal Tonnes (000s)

Seam # In-Place Plant Feed Clean Waste Mined
‘ (000’s BCM)

6 2,335 2,451 1,872

5 13,712 14,391 10,995

4 1.565 1,643 1,255

3 10,667 11,195 8,553

2 4,654 4,884 3,731

1 9,738 10,220 7,808

42,671 44,784 : 34,214 217,556

Stripping ratios - Plant feed - 4.86.1
Stripping ratios - Prodyct coal - 6.36:1

These resources are considered 10 be in the indicated category

COAL QUALITY

Coal quality data presented below has been taken primarily from Denison Mines (1981 and 1980). The quality of
the Gate Formation coals has been established on the basis of samples from adits and drill cores from exploration
conducted by Denison between 1978 and 1980. The coal samples were subjected to physical and chemical
analyses, washability studies and rilot-scale tests in order to evaluate the properties of the unoxidized coal seams
as a coking coal and the oxidized portions as a thermal coal. Only the analytical procedures and the resulis
obtained for metallurgical coal are presented below. ' :

Analytical Procedures

For coal intersections from drill core, the sampled intervals took account of core recovery, coal splits and rock
bands. Samples were divided into two categories based upon whether core recovery was greater or less than 40%.
Coal analysis was done by General Testing Laboratories, Vancouver, B.C. and Cyclone Engineering & Sales,
Edmonton, Alberta.. Bulk samples from adits were arialyzed and washed at the pilot plant of Birtley Coal &
Mineral Testing, Calgary, Alberta and at the Federal Government's Western Research Laboratory (CANMET) in
Edmonton. Carbonization tests were conducted on clean coal samples from the adits at the CANMET facilities in
Ottawa.

Regional Coal Quality

Regional data on the quality of Gates Formation coals are summarized in Table 7-1; note thai the listed licence
blocks represent the nomenclature designated by Denison Mines Ltd. The most significant regional trend noted is
the change in coal rank from lower rank in the northwest to higher rank in the southeast....Based on the volatile
matter, the Ptarmigan and Omega blocks are ranked as low volatile bituminous (Ivb), whereas all other blocks fall
in the medium volatile bituminous (mvb) coal rank.
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Table 7-1

Summary of Regional Clean Coal Quality*
Gates Formation (Denison)

Red Deer Red Deer Holtslander Holtslander
North  South(l) North(1) South  Huguenot Ptarmigan(Z) Omega(2)

Proximate Analysis (adb)
Moisture % 0.99 0.82 0.78 0.74 0.70 0.67 0.53
Ash % 7.04 6.66 7.46 6.95 7.15 7.78 6.76
Volatile Matter % 25.71 25.89 25.37 23.95 22.25 19.17 18.84
(dmmf) (27.39) (27.56).  (25.91) (25.40) (23.50) (20.55) (19.70)
Fixed Carbon % 66.28 66.57 67.45 68.36 69.90 72.12 73.88
Sulphur Y% 0.35 0.36 0.37 0.34 0.57 0.44 0.46
Phosphorus % 0.050 0.043 0.044 0.049 0.043 0.049 0.045
Free Swelling Index (FSI) 6% 7 6% 7 6% 5 4,
Mean Maximum Reflectance . :
®R,) % 1.16 1.18 1.19 142 1.64 1.62

Arithmetic average from all adits and drill core samples (with greater than 40% recovery).
Taken from Denison Mines (1981)
R, Values, taken from Denison Mires (1980).

(1)  Essentially equivalent to Red Deer and Holtslander blocks in this study.
(2)  Essentially equivalent to Omega block in this study.



The average sulphur content shows a general increase towards the southeast, from 0.36% in Red Deer 10 0.57% in
Huguenot and 0.46% in Omega. The average Free Swelling Indicies in the low volatile coals are generally below
6, while the medium volatile coals show F.S.I. values in the 6 1o 7 range. There is no significant change in
phosphorous values throughoul the propertv. The average value is given as 0.042%. However, occasional high
values (0.17%) are associated with some thin seams. The Belcourt coals have good washability characteristics
with laboratory yields ranging from 75% to 83% for low ash level “products”.

As past exploration on the old Belcourt propertv concentrcted mostly on Gates Formation coals, only a limited
amount of data is available on the quality of Gething coal seams. Denison (1981) provides an average analysis
obtained from coal core intersections from three drill holes: these are shown in Table 7-2. below.

Table 7-2
Gething Formation Coal Quality

Residual Moisture % 0.71 fair dry)
Ash % 7.76 (air dry)
Volatile Matter % 20.39 (air dry)
Fixed Carbon % 71.12 (air dry)
Sulphur % .0.36

Phosphorous % 0.057

FSI Range % 2-5

No further discussion of Gething coal quality is preseniea’ herein, as these coals are not currently targeled as
providing near-term production potential.
Coal Quality - Denison’s Pit Areas

The quality of “product” coals from previously proposed and engineered open pils in the Red Deer, Holtslander
and Omega areas are shown in Table 7-3.

Table 7-3
Summary of Clean Coal Analysis - Pit Areas (Denison)
Red Deer Holtslander Omega
Proximate Analysis (adb)
Moisture % 0.82 0.77 0.60
Ash % 6.68 7.87 7.71
Volatile Matter % 25.37 25.28 18.49
Fixed Carbon % 67.98 65.83 73.20
Sulphur % 0.32 0.37 0.44
Phosphorous % 0.040 0.037 0.048
Free Swelling Index 6-3 5-8 3%-5%

Weighted by the product zoal tonnage for each seam.
Taken from Denison Mines (1980)

The projected coal quality for eazh “pit” area reflects the trends apparent in the regional (clean) coal quality
presented in Table 7-1, above.
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Table 7-4

Summary of Seam Clean Coal Analyses
Red Deer, Holtslander and Omega Pit Areas (Denison)

Seam
1 3 5 6 7 8
Red Deer '
Ash % 6.76 5.29 7.57 5.65 6.71 6.30
Volatile Matter % 25.05 24.82 25.65 26.37 28.0] 29.08
Sulphur % 024 0.32 0.29 0.58 0.63 0.59
Phosphorus % 0.03 0.03 0.05 0.06 0.02 0.05
Free Swelling Index 7 6 7 7 8 7
-Holstlander .
Ash A % 7.71 ‘ 8.43 8.13 4.96
Volatile Matter % 2417 2587  25.50 ' 27.40
Sulphur % 0.37 0.34 0.45 . 0.36
Phosphorus % 0.03 0.03 0.07 0.04
Free Swelling Index 7Y 7 6% 6
Seam
1 2 3 4 5 6
Omega
Ash % 7.94 7.0 9.77 12.18 6.73 5.32
Volatile Matter % 17.85 17.88 17.11 17.26 19.77 21.64
Sulphur % 0.44 049 = 043 0.49 0.39 0.68
Phosphorus - % 0.03 0.06 0.06 0.02 0.05 0.06
Free Swelling Index 4 4, 2Y% k4 5% 8%
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Both the drill core and adit samples were cleaned using the float-sink method. All the chemical analyses were
done using ASTM coal testing procedures. Summarized coal quality data are presented for each seam in Table 7-
4, below. Based on the resulls, the following observations can be made on the different characteristics of the
various coal seams.

. The residual moisture levels are very uniform, averaging approximately 0.80%.
e ' Ash levels range from 4.96% to 12.18%; however, for the major seams, ash values generally range

between 5.29% and 9.77%.

o Volatile matter contents within Denison's proposed pit areas fall within a narrow range of values
" (24.82% 10 29.08%) for Holtslander and Red Deer, although this range is narrower for the major
seams. At Omega, volatile contents range from 17.11% to 21.64%.

o Sulphur values for Red Deer and Holtslander are low, ranging between 0.24% to 0.63%. The sulphur
contents of the main seams range between 0.24% and 0.34%. However, coal fron the upper three zones
(6,7 and 8), which represent only a small proportion of the total resources, have higher levels that might
require monitoring and possible blending during mining.

Denison Mines (1981) reported an average simulated product coal quality from the processed drillhole samples
as:

Table 7-5
Simulated Product Coal Qualities (Denison)

) Medium Low
Air-Dried Basis _ Volatile Volatile
Residual Moisture % 0.81 060
Ash % 7.05 7.24
Volatile Matter % 24.63 19.00
Vol. Matter (DMMLF) % 25.95 20.09
Fixed Carbon % 67.71 73.05
Sulphur % 0.40 0.45
Phosphorous % 0.045 0.047
FSI Range % 6%-7 3%-5%

The weighted average quality of the metallurgical product coal from Red Deer and Holtslander the pit areas, for
Denison's proposed 20-year production period (Denison Mines, 1981) was;

Table 7-6
Overall Product Coal - Red Deer and Holtslander (Denison)

Atr-Dried Basis

Residual Moisture 0.75%

Ash 7.5%

Volatile Matter 25.56%

Fixed Carbon 66.19%

Suilphur 0.32%

-Phosphorus . .- 0.035% .
. _FSIRange . 67
Weldw o T S 71:8%
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The results of washability tests indicated that Belcourt coals exhibited excellent washability characteristics with
resultant high yields and low ash.

Discussion

Most of the foregoing coal quality data has been taken from Denison Mines (1980). The 1981 coal quality data
are not available in their entirety in Vancouver, although they are publicly available through the Geological
Survey Branch, B.C. Ministry of Energy and Mines, Victoria. Consequently, these data have not been reviewed
Jor the purposes of this report.

1t is understood that the most recént data do not detrimentally alter the data presented above, an indication of
which can be gained by comparing Table 7-1 to Tables 7-4 with Tables 7-5 and 7-6.

With regards to the overall quality of Belcourt coals and their coking characteristics, Denison offers the following
summations. In the Summary to their 1981 report, Denison Mines state:

“The results from in excess of 150 individual Gates Member (sic) seam samples taken
Jrom drill holes throughout the property consistently confirm the presence of good
quality metallurgical bituminous coal.”

Carbonization tests on drill core and adit samples have shown these coals to be good self coking as well as blend
coals. Denison note that:

“The results indicate that all coal samples coke and further indicate the coke stabilities
Jactors indicate that the Belcourt coals are better (superior) when compared with the
standard blends.”

In addition to the foregoing data, the location of the Belcourt property, situated between other well known coal
properties on which many millions of dollars has been spent on exploration, coal quality testwork and feasibility
studies (e.g. Saxon, Monkman) lends reasonable support to the acceptance of Denison’s characterization of the
coal quality at Belcourt.

DEVELOPMENT POTENTIAL
Introduction

In order to assess the potential of the property for economic development and to.determine the scope for future
work programs, a conceptual development plan was prepared. The concept envisaged a smaller scale of
operation than had been previously planned, with a target production rate of two million tonnes of clean
metallurgical coal per year being the basis for the study.

A conceptual mining plan was devised, a preliminary coal preparation flowsheet was developed, infrastructure
requirements were reviewed and preliminary capital and operating costs were estimated.

Mining Plan

A conceptual mining plan has been developed on the basis of providing sufficient raw coal to produce 2.0 mtpy of
clean metallurgical coal product. The plans developed for the Holtslander and Red Deer pits indicates there is a
total of some 56 mt of recoverable raw coal available, providing enough plant feed for more than 20 years of
“operation.. As. envisaged:.the.two_open pits would be mined separately, coniimiéncing with the Holtslander.-The
" Red Deer:pit-would.be preparedfor produclzon as the resources at Hollslander are nearmg -exhaustion.- -
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Mining of Holtslander and Red Deer would require that approximately 260 million BCM of waste be removed
during the course of operations, resulting in an overall plant feed stripping ratio of 4.4:1 and a clean coal
stripping ratio of 5.7:1. Intermittent quantities of oxide coal would be mined during the initial years of operation
of each open pit. This material would be stockpiled near thz plant and blended with the remaining plant feed coal
at a steady rate over the life of the operation. Since the oxide coal will represent no niore than 5% of the total
plant feed it is not expected to cause any problems in being able to meet the metallurgical coal specifications.

Although an estimate was prepared for the additional resources in the Omega block, no mining plan was prepared
Jor this area. :

Holtslander Pit Plan

The proposed Holtslander pit is a narrow crescent-shaped structure which generally follows the outcrop of coal
seam | along its north side anid seam 5 along the west and south west. The zones below seam 5 tend to thin
towards the south and cannot ke mined economically at siripping ratios greater than 5:1. The coal seams are
relatively shallow .dipping on the limbs of the Holtslander Synclinorium, averaging about 20°, with local dips
exceeding 30° in some areas, but rarely more than 45°. .

There are six seams identified within the Holtslander pit that contain up to a total of 13 mining sections greater
than 0.5 m true thickness, as shcwn in Table 8-1.

Table 8-1
Holtslander Mining Sections

Max. Number Thickness Range
Mining Sections of Mining Section
Seam # in Seam (m)
8 2 0.54-1.82
6 4 0.54-3.92
5 1 4.82-695
3 1 1.54-1.76
2 1 0.50-0.58
1 4 0.52-3.43

Total coal production from Hoitslander is estimated at 17.7 mt of product coal, with waste stripping of 101.4
million BCM.

Red Deer Pit Plan

The main part of the proposed Red Deer pit follows the coal seam outcrops along the syncline-anticline siructure
to _form a U-shaped pit varying in depth up to 250 m below surface. A smaller, separate pit is developed to the
southeast of the main pit in the south west limb of the Red Deer syncline. The seams are near vertical in the area
of the Red Deer Syncline and along the northeast limb of the Red Deer Anticline, while along the back of the
anticline the seams dip down plunge at about 20°.

Along its southwest limb and azross the base of the “U”, the main pit follows the No. 1 seam which is the
predominant seam in this area, varying up to 11 m thick and accounting for about half the total coal resources.
There are a-total of six seams in the main pit containing up to 10 mining sections exceeding 0.5 m thick, while the
secondary pit to the south contains five seams with up to seven mining sections These mining sections are
- summarized in.the following tables.
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Table 8-2

Red Deer Mining Sections
Max. Number Thickness Range
Mining Sections of Mining Section
Seam # in Seam (m)
Red Deer Main Pit
8 1 1.89
7 3 0.50-1.48
6 2 116 - 1.68
5 2 0.65-727
3 1 1.15-4.13
1 1 5.39-11.08
Red Deer South Pit
7 2 0.68-1.14
6 2 0.47-1.33
5 1 4.80-10.56
3 1 3.36-4.92
1 1 205-6.16

* The combined Red Deer pits contain a total of 27.5 mt of product coal, requiring 157.1 m BCM of waste removal.

Mining Methods and Equipment

Mining would be conducted using conventional open pit methods and equipmenit, with operations running two-12
hour shifts per day, 350 days per year. Mining practices would be essentially the same for both Holtslander and
Red Deer pits. .

Waste rock would be drilled and blasted on a working bench height of 12 m, with blast hole spacing being about
85 x 85 m for 300 mm dia. holes. Blasting would be carried out using a combination of ANFO and water
resistant slurries supplied from an on-site mix plant.

Loading of waste would be by 19 m*electric cable shovels, and hauling by 136 1 capacity end-dump trucks. Waste
would be hauled to a series of dump sites situated around lo the pit perimeter to minimize haulage distance and
cycle times.

Digging of coal would be carried out using 12 m* hydraulic excavators, loading into 91 t capacity haulage trucks
equipped with coal boxes for the increased volume. Trucks would haul 1o the plant site where the oxide coal and
plant feed coal would be stockpiled separately. '

Mining Sequence and Schedule

This conceptual mining plan has been developed on the basis of mining the Holtslander and Red Deer pits
separately and in sequence, with Holtslander being mined first. Several reasons for mining Holtslander first are
as follows:

.. Easier.access due.to. the. more. nmodergte Iopographlc relief;
Less plt haulage road construc on ¥ na' pre i

Lower coal haulage operatmg cosls
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The initial mining at Holtslander will take place in the northern part of the proposed pit, and proceed down-dip
and along strike towards the south end of the deposit. As a result, the haulage costs for moving coal to the plant
will tend to be lower in the early years of mining and increase as the haulage distance becomes longer in the
latter stages of the pit operation.

" Itis estimated that approximately 4 million BCM of pit development waste will need to be removed to prepare the

benches for the first year's coal production, which has been set at 1.5 mt of product coal. Planned production
capacity of 2.0 mt per year would be achieved is the second year afler start-up.

Since a detailed mining plan has not been prepared for this conceptual study, it has been assumed that a constant
stripping ratio can be maintained throughout the life of each pit, resulting in an annual waste removal at
Holtslander of some 11 million BCM per year.

During the final year of full production at Holtslander, pre-production stripping of the Red Deer Pit would
commence and, once in producnon waste strlppmg would continue at a constant rate of about 11.4 million BCM

per vear.

Although no specific mining plan was developed for Omega, the potential economics of the pit operations are
projected to be.similar to those at Red Deer and Holtslander. It is envisaged that the Omega deposit plus any
potential resources at Huguenot, would be mined as satellite pits with ROM coal being truck hauled to the
proposed plant site near Red Deer/Holtslander, a distance of about 40-45 km. The additional haulage costs would
be offset by the lower capital development cost, since no additional plant would be required. An alternative
concept would be to operate an independent plant at Omega and haul clean coal to the proposed Red
Deer/Holtslander loadout facilities. This would increase capital cost but allow the Omega area to be brought into
production earlier if coal demand justified it.

Coal Handling and Preparation
Flowsheets

In previous studies, in which Red Deer was the main focus, a preparation plant flowsheet was developed which
was the most appropriate for Red Deer, but which was not suitable for Holtslander coal. Under this current
concept, however, it would be necessary to have a flowsheet which is most favourable to Holtslander, since that
pit is to be mined first, but which would not jeopardize the plant recovery for Red Deer.

During the comparisons of potential flowsheet combinations, it was determined that the most favourable for
cleaning the Holtslander coal would be a dense medium bath for +10 mm, dense medium cyclone for the 10 x 0.5
mm portion, water only cyclones for the 0.5 x 0.15 mm fines and flotation for the -0.15 mm fines. It was
determined that an approximate planit yield of 73% @ 9.5% air-dried ash would result. The expected yield for
Red Deer, using the same flowshee! is 78%. This flowsheet combination is a proven standard in the coal fields of
western Canada. It is the present flowsheet at the Bullmoose and Quintette plants, except for the dense medium
bath.

It is recognized that some oxidised (thermal) coal will be in the deposit (possibly up to 5%, based on the current
pit resource estimates). This material should be set aside at the raw coal dump area to be “bled” into the plant
feed at a rate allowed to the quality constraints of the clean coal.

Plant Site and Tailings

After reviewing several alternative plant site locations, it was determined that, for this study, the preferred
location is about 4-km north. of the Holtslander pit in.an.area.of gently.sloping. ground just to the west of Red Deer
Creek. Although this Iocauon results in-a: falrly ong dowrihill- coal haul from-the Red Deer pit, it is reasonably .
close to the Holtslander' pll ‘whichis to 'bé m fied fir nd-is also élose. to-a “suitable .area: for. the rail loop -
required for clean coal loadout. An area for tailings disposal has been sited about two km to the northeast of the

plant site.
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Infrastructure Reguirements

In addition to the coal preparation plant, other on-site facilities required for the project would include coal
storage and loadout, maintenance shops, warehouse, changehouse and offices. Site service such as water and
power supply, sewage disposal and water management facilities would also be required.

Infrastructures off-site would consist of a rail line extension from the Quintelte minesite, upgrading and extension
of existing access roads into the property, and the construction of a new powerline from Tumbler Ridge.

Capital and Operating Costs

Preliminary estimates of capital and operating costs were prepared for the open pit mine, preparation plant and
associated facilities and infrastructure, for the project development concept described above. Costing data were
obtained from several sources, including budget equipment and supplies quotes and in-house dara files. The
estimates include allowances for engineering, construction management and contingencies.

For the purpose of this study it was assumed that B. C. Hydro would bear the cost of constructing a new power
line to the property from Tumbler Ridgé, and that the rail line extension from Quintette would be financed and
constructed by B.C. Rail. The recovery of these capital costs was allowed for under the respective operating costs
Jor power and coal transportation.

A summary of the estimated costs is shown below:

Capital Costs 3 Million
Initial - Mining 61.9
- Plant & Infrastructure 81.3
- Construction Indirects 30.3
Total ] 173.5
Ongoing - Equipment 78.9
- Reclamation . 8.0
86.9
Operating Costs 3 Per Tonne
: Clean Coal
Holtslander Red Deer
Mining 13.15 . 13.77
Plant/G&A 9.98 9.98
Coal Transportation 26.00 26.00
49.13 49.75
RECENT EXPLORATION
Introduction

- dn.part. fulf ilment of stock exchange listing requlrements Western Coal _,__rp carrted ug a. drtlhqg program on
the property in February-March, 1998. Based upon a site visit conducted in October 1997, the northern énd of
the Holtslander block was selected for this work for the following reasons:
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the area is at low elevations,

it is readily accessible,

it contains two recently logged clear-cuts that transect the proposed pit area,
it is underlain by near-surface coal seams.

Additional drill hole data in this area enables better definition of the structural geology particularly with respect
to the trend and plunge of the fold axes of the underlying anticline-syncline pair.

Work Completed

The program consisted of the following activities:

. property examination and drill program planning
. road clearing and drill trail construction

. open-hole drilling

. sampling

. geophysical logging

. reclamation

. coal analysis

. program supervision and report preparation

The main elements of each of thzse are summarized below.

A site reconnaissance was conducted by B. Briggs, P. Eng., J. Perry, P. Geo., and D. Lucas, P. Geo. between
October 20" and October 23™, i997. Approximately 2 days were spent on the property; additional time was spent
in discussions with government and corporate forestry officials regarding aspects of road access and current and
planned logging activities in the Belcourt area. :

The property reconnaissance consisted of ground examiration and airborne observations. The former was
conducted on the rorthern (main) portion of the proposed Holtslander pit area. A helicopter flyover was
undertaken across the Red Deer, Holtslander, Huguenot and Omega blocks, in addition to prospective access
routes west of the Red Deer block and along a proposed rail line extension from Quintette to Triad Creek, at the
northern end of the proposed Red Deer pit. The areas of proposed site facilities for the Red Deer pit were also
examined from the air. Approximately 27 km of all-weathev logging and gas-well service roads were cleared of
snow prior to mobilizing the drill. An additional 1.9 km of existing drill trails were also cleared of snow and other
material (deadfall, rocks, etc.) that had been pulled over the trails as part of previous reclamation efforts by
Denison Mines in the early 1980's. Approximately 1.2 km o, new drill trails were opened within the two clear cut
areas. Most of this work entailed clearing snow and deadfall; little bulldozing of the ground was required.

A total of eight drill sites were established. Drilling was abandoned on two of these, BRH-98001 and 98007, due
to excessive overburden and hole stability problems. A total of 618.5 m was drilled. The drilling was carried out
by a track-mounted Northspan Exploration rotary drill capable of producing 540 cu ft/min at 350 psi, using a 4
%" hammer bit. Drill collars were located using tape and compass. Their co-ordinates are presented in Table 9-1
below, together with elevations and hole total depths.
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Table 9-1
1998 Drill Hole Locations

Collar Coordinates Elevation Total Depth
Hole No. Northing Easting (m) (m)
BRH 98001 6050092.0 671,302.8 1176 14.63*
BRH 98002 . 6050209.3 670,852.0 1185 101.50
BRH 98003 6049954.5 670,194.6 1115 92.35
BRH 98004 6050066.5 ' 670,293.7 1099 101.50
BRH 98005 6050118.9 670,120.0 1098 101.50
BRH 98006 6050192.5 670,191.9 1095 98.45
BRH 98007 6050263.6 670,290.7 1085 7.32%*
BRH 98008 6049811.4 670,281.0 1125 101.22
* Hole abandoned due to caving.
** Hole abandoned in overburden.

-Drilling, road clearing, drill trail and drill pad preparation and reclamation was carried out by Murfii
Contracting (Chetwynd, B.C.).

All the major coal seams were sampled except for Seam 3 in BRH 98004. The sampling method utilized a sieve 1o
collect the sample from a diverter placed over the drill collar. The samples were bagged and left to stand and

settle. Excess water was decanted; the bags collected from each seam were then mixed, a composite sample -

obtained and then sent for analysis. Some thin rider seams and porl}‘ons of certain thinly interbedded coal and
rock zones that underlie some of the major seams were also sampled, but not in every instance.

All Holes were geophysically logged except for BRH 98001 and 98007, neither of which penetrated bedrock. A
Jull suite of logs were run, which included caliper, density, gamma ray, neutron-neutron and focussed beam
resistivity. All logs were produced in digital and hard copy format. Geophysical logging was provided by CGC
Acquisition Corporation (dba Century Geophysical), (Calgary, Alberta).

Reclamation of drill sites and access trails was carried out immediately aﬁef drilling ceased. The disturbed sites
and trails totalled approximately 1.59 hectares, distributed accordingly: drill pads, 400 m*; .new drill trails, 5950
m® ; old drill trails, 9500 m’. For most of the disturbed areas reclamation involved spreading the windrow
material and deadfall that had been pushed to the sides, back over the rails and drill pads. Sections of new trail
cut into banks were re-sloped 1o the original contour line. Drill casing was cut to within a few centimetres of
ground level and the holes plugged with tree limbs and flagged for surveying later in the summer.

Samples from the major coal seams were selected for analysis. All analyses were performed on a 1.5 S.G. float
and included proximate analysis (ash content, volatile matter, fixed carbon, residual moisture) total sulphur and
FSI (free swelling index) determinations. The resulls from this testwork are presented in Table 9-3. Coal
analyses were carried out by Loring Laboratories Ltd. (Calgary, Alberta). .

Geological field supervision was provided by D. R. Lucas, P. Geo, an independent geologist, who also provided
the data presented in Tables 9-1 and 9-2. Additional data handling and report preparation has been carried out
by Beacon Hill Consultants (1988) Ltd.

Results

The geological and seam thickness data together with the general coal quality characteristics of the coal seams
- intersected by the 1998 drilling are consistent with expectations based upon previous work.

Sea’inierval and ihickness déta are presented in Table 9-2. True thicknesses were estimated.uising dips taken -

from geological maps and cross-sections. There is good comparison between these true thickness estimates and
those projected for this area by Denison Mines. Any differences are minor, and have no substantive impact on the
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resources estimated in “Resources”, herein. The ranges in true thicknesses projected by Denison compared ro
true thicknesses estimated from the 1998 geophysical logs are:

Seam - Denison Projected 1998 Estimated
o True thickness (m) True Thickness (m)
5 6.10106.40 ‘ 5.93,621,613
3 15410176 2.21, 1.56, 1.57. 1.65, 1.68
2* 05010 0.52 0.61, 0.96, 1.03,0.72
1 (main) 343 3.60, 457
1 lower (a)* 0.52 10 0.96 <0.5, <0.5, 0.84
1 lower (b)* 0.68 to 0.80 0.56, 0.95, 1.12
1 lower (c)* 1.061t01.15 1.11,1.22, 1.31
* True thicknesses for these seams and coal splits are for designated mining sections (i.e. those
portions of the seam or coal zone that are anticipated 1o be mined), taken to a minimum of 0.5
m. .
Table 9-2
Seam Intervals and Thicknesses
Drilled Apparent Est. True
Hole No. Seam Interval {m) Thick. (m) Thick. (m)
: From To
BRH 98002 5 20.60 26.62 6.02 5.93
3 72.64 74.88 224 2.21
BRH 98003 3 16.04 17.78 1.74 _ 1.56
2 (main) 41.4] 43.95 2.54 2.28
1 (main) 56.00 60.00 4.00. 3.60
1 (lower) 61.70 64.45 2.75 2.47
BRH 98004 5 1255 1935 6.80 6.21
3 69.30 7i.02 1.72 1.57
2 (main) 97.50 100.58 3.08 2.8/
BRH 98005 1 (main) 11.09 12.89 1.8(eroded) 1.67
I (lower) 14.60 17.98 3.38 313
BRH 98006 '3 17.55 19.40 1.85 1.65
2 (main) 55.50 55.00 350 3.25
1 (main) 70.31 75.20 4.89 4.57
I (lower) 75.76 84.38 8.62 8.05
BRH 98008 5 13.25 158.91 6.66 : 6.13
3 66.58 68.40 1.82 1.68
2 (main) 90.22 93.20 2.98 2.70

Most of the drill holes (BRH 98003, 98004, 98005, 98006 and 98008) were located along the common limb of an
anticline-syncline pair. The seams were intersected at slightly greater depths (up to 25 m) than predicted from the
previous structural interpretation, reflecting somewhat steeper dips than had been originally projected. Again,.
this modification is.not anticipated to have any significant impact on the resources quoled in- Resources above.
A faull Fépeat of the rider split above seéam 2 is present in BRH 98006.
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Testwork included proximate analyses (residual-moisture, volatile matter, ash, fixed carbon), total sulphur and
Sfree swelling index (FSI) tests. Good values were obtained in almost every instance for each tvpe of analysis. The
results are consistent with those reported by the previous project operators (Denison Mines) taking into account
the nature of the samples and sampling process and that the work was performed on 1.5 S.G. floats.

Three samples provide low FSI values; namely, samples 98002 A, 98006 B and 98008 D. The FSI value for
sample 98002 A (seam 5) is 2.0 and is taken to indicate that the seam is oxidized at this location. In this hole,
seam 5 lies between 20.60 m to 26.62 m below surface. This reflects a deeper level of oxidation than that
indicated by other nearby shallow coal seam intersections (c.f seam 5, in holes BRH 98004 and 98008). The
depth of oxidation in BRH 98002 may be related to the proximity of the Red Deer Knob thrust fault. The FSI
values for samples 98006 B (seam 2) and 98008 D (seam 2) are related to factors other than oxidation. In part,
the low FSI value (1.0) for sample 98008 D reflects its high ash content (22.83%). The FSI reported from sean: 2
in hole 98006 (sample 980068B)is 3.0; this sample has an ash content of 10.19%. Other seam 2 intersections
vielded [FSI's of 7.0 (BRH 98003) and 5.0 (BRH 98004, for ash contenis of 4.49% and 6.72%, respectively.
Examination of the density log traces in Figure 22 suggests no evidence of significant amounts of near-gravity
(high-ash coal) material for this seam in any of the drill holes. The low FSI values for samples 98006 B and
98008 D appear anomalous but may indicate that seam 2 has a lower coking propensin: than the other seams.
However, as seam 2 forms only a small portion of the resources, its FSI characieristics vwould have.minimal
impact on overall product coal quality.

Summary of Costs

The costs incurred for the work program, which incorporate costs attributed-to the October 1997 site visif and-
subsequent program planning and permitting, are summarized below. These costs have been prepared from
material provided by Western Coal Corp.

Activity Cost (§)
Property Examination 16,100
Program Planning/Permitting 7,760
Snow removal (access road) 9,570
Drill Trail Opening : 4,000
Drilling ’ 37,830
Geophysical Logging 6,660
Assays . 1,600
" Reclamation 2,800
Geological Supervision 13,800
Report Preparation . 6,000
Total 8 106,120

CONCLUSIONS AND RECOMMENDATIONS
Conclusions

From the foregoing study, it is concluded that the Belcourt coal project is one of merit which contains potentially
economic, open-pitiable coal resources in the Holislander and Red Deer blocks sufficient to provide for a
minimum production level of 2.0 million tonnes/vear, with the potential for expansion should markets warrant.
Additional resources of low strip ratio coal are also available from the Omega block. These resources could be
mined in conjunction with those of Holtslander and Red Deer, or developed after those resources '{Jl“e‘d.etp/eled. o
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The reports prepared by Denison Mines Limited, which discuss various exploration campaigns, provide detailed,
comprehensive assessments of the project and present a fair and reasonable evaluation of the potential of the
property. The work conducted by Denison justified the completion of a full feasibility study on the Red Deer area
in 1982 by Wright Engineers Lid. Exploration work carried out in February-March 1998 on part of the
Holtslander block has vielded results consistent with expectations based upon Denison’s previous work.

Recommendations

The Belcourt property does not contain reserves as defined by National Instrument 43-101, Standards of
Disclosure for Mineral Exploration and Development and Mining Properties (Edition 98:26, July 3, 1998) and,
consequently, does not contain a body of proven, commercial “ore”. As any future evaluation of project
Jeasibility will be based on a development strategy differeat from that envisaged in previous studies, il is
recoimmended that further work be conducted 1o advance the project towards feasibilitv. The initial work will
include development of computerized geological models and coal characterization studies in the proposed Red
Deer-Holtslander pit areas, followed bv completion of a pre-feasibility study, which would define open pit
reserves and would examine the economic aspects of severa! development options with respect to production
rates, pit scheduling and infrastructure requirements. Concurrent with the pre-feasibilitv study, the regulatory
approval process would be initiaied and the requirements for environmental assessment programs would be
developed.

The cost of the recommended work program is estimated to be § 253,000, the details of which are outlined below.
It is anticipated that this program would be undertaken during . 999.

RECOMMENDED WORK PROGRAM

1 Data Compilation 3 15,000
. Compilation of existing c)a!a, maps, reports, etc.
. Conversion of relevant data to electronic format
. Database development .
2. Development of Computer Geologic Models 3 20,000
3 Conversion of Topographic Maps-to Electronic Format: 3 10,000
4. Site Geology -  Detailed seam tracing by geological mapping,
hand trenching and GPS survey. $ 25,000
5. Coal Characterization Study - § 15,000
. Compliation and analysis of existing coal quality data
6. Environmental Assessment $ 35,000
. Compilation and review of previous environmental studies and data
. General assessment of potential environmental impacts
. Develop program to meet current regulatory review requirements

$ 95,000

‘e.* Resource estimate
. " Mining plan
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. Reserve estimates

. Coal quality review

. Coal handling and preparation -

. Site services and facilities

. Infrastructure

. Environmental considerations

. Cost marketing update

. Cost estimates and financial analysis
8 Governmental/Regulatory Consultations . 3 15,000
Sub-total £ 230,000
Contingency @ 10% : 3 23,000
Total Work Program 4 ' ‘ $ 253,000
REFERENCES

. Denison Mines Limited 1981: Belcourt Geological Report: Geological Branch Assess. Rpt., Open File No. 466.

. Denison Mines Limited 1980: Belcourt Project Geological Report, December 1979; Geol. Branch Assess. Rpt., Open
File No. 463.

. Denison Mines Limited 1979 (March): Belcowrt Project Geological Report; Geol. Branch Assess. Rpt., Open File No.
463.

. Denison Mines Limited 1979 (January): Belcourt Coal Ltd., 1978 Exploration Assessment Report; Geol. Branch Assess
Rpt., Open File No. 462.

. Denison Coal Ltd. 1978: 1977 Geological Report, Belcourt Coal Ltd; Geol. Assess. Rpt., Open File no. 461.

¢ " Belcowrt Coal Ltd, 1977: 1976 Exploration Report, Coal Licences 2822-2850, Operator: Denison Mines Lid; Geol.
Branch Assess. Rpt., Open File No. 460.

Proposed Exploration and Development Program

The Company intends to follow the above work program recommended by Beacon Hill Consultants (1988) Ltd.,
which firm is independent of the Company. The work program is expected to commence shortly after completion
of the Offering and is expected to be completed within ten months of commencing the program. An estimated
time-line schedule for the recommended work program is as follows: »

1999
Activity Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Data Compilation / Documentation
Topo Maps Preparation

Geologic Model Development

Site Surveys

Coal Characterization Assessments
Prefeasibility Study o

Environmental / Governmental
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OTHER PROPERTIES

Lillyburt Property

Pursuant to a coal property acquisition agreement dated November 27, 1997, between the Company and Morris
Geological Co. Ltd. and a coal property acquisition agreement dated November 27, 1997, between the Company
and G.S. Reeves Associates International Ltd., the Company acquired, after arm’s-length negotiations, a 100%
interest in the Lillyburt coal licenses (Nos: 344534 and 344248) located in the Kootenay land district, British
Columbia (the “Lillyburt Property”), for and in consideration of an aggregate $85.000 and the issuance of 100,000
shares (issued at a deemed price of $0.25 per share). The Company registered these coal licenses in the name of
its wholly-owned subsidiary, WCC.

The Lillyburt Property is located 18 km by road south of the Coal Mountain minc in southeast British Columbia.
The Company has received a title report from its solicitors with respect to the Lillyburt Property.

The Company does not intend ta expend funds from the Offering to conduct a work program on this property at
this time. :

Saxon East Property

Pursuant to the WCC Share Purchase Agreement, the Company acquired all of the issued and outstanding shares
of WCC (see “The WCC Share Purchase Agreement” for furiher details). WCC owns the following coal licenses
which are located in the Rocky Mountain Foothills belt of northeastern British Columbia and which are
collectively referred to as the “Saxon East Property™: .

Block Coal License Area (ha) Date Recorded Renewal Date
Saxon East 355835 302 May 14, 1997 May 14, 1999
355836 302 May 14, 1997 May 14, 1999
355837 303 May 14, 1997 May 14, 1999
355838 303 May 14, 1997 May 14, 1999
355839 302 May 14, 1997 May 14, 1999
355840 302 May 14, 1997 May 14, 1999
355841 302 May 14, 1997 May 14, 1999
355842 302 May 14, 1997 May 14, 1999

The Company has received a title report from its solicitors with respect to the Saxon East Property.

The Company does not intend to expend funds from the Offering to conduct a work program on this property at

this time.
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These coal licenses are registered in the name of the Company's wholly-owned subsidiary, WCC. The licenses are
located at tbe headwaters of Hasler Creek, about 50 km southwest of Chetwynd, British Columbia. The licenses
cover 1,176 ha of prospective ground containing Gething Formation coals. This property is a grassroots property
in that the Company is unaware of any coal exploration having been conducted on this property. .

The Company has received a title report from its solicitors with respect to the Brazion Property.

The Company does not intend to expend funds from the Offering to conduct a work program on this property at
this time.

ADMINISTRATION

The Company estimates that the total administration costs 10 be incurred over the next 12 months is $141,792
(811,816 per month), consisting of the following:

Monthly Yearly
(%) (%)

Management fees 5,000 60,000
Accounting/Audit - } 1,425 17,100-

Legal 1,000 12,000

Office, Services, materials & supplies 1,875 22,500

Travel & Communications 1,433 17,196

Regulatory/transfer agent fees 583 6,996
Misc. 500 6.000 .

Total: 11816 141,79

i
1
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USE OF PROCEEDS

The proceeds to be received by the Company from the Offering will be used to pay the costs of this issue, the
Agent’s commission, the sponsorship fee due to the Agent, the work program on the Belcourt Property, coal license
maintenance payments and administrative costs and general working capital. The Company will invest the net
proceeds in short-term term deposits or other investments deemed appropriate by management of the Company.

The Company had working capital deficit as at December 31, 1998, of $(30,745), which together with the funds
received from the Offering will be used as follows:

%) ($)
Working capital December 31, 1993: (30,745)
Proceeds to be received from the Offering: 715.000
684,255

Less:
Agent’s commission® (53,625)
Costs of the Offering (estimated) (75,000)
Sponsorship fee due to the Agent" (15,000)
Work program on the Belcourt Property as recommended by Beacon Hill (253,000)
Consultants (1988) Ltd. in the Qualification Report®
Coal license maintenance payments due during next 12 months (65.400)
Administrative costs for the next 12 months (estimated)® (141,792) .

(603,817)
Working capital to fund ongoing operations (being unallocated working (80,438)
capital at the end of 12 months, exclusive of administrative costs
(estimated)):

(684,255)
(1) Other than as disclosed herein, none of the proceeds of the Offering will be applied for the benefit of the Agent (see “Plan of Distribution”

and “Relationship between the Company or the Selling Security Holder and Agen(”).

) The Company will spend the funds available on the completion of this Dffering to carry out its proposed work program set out in “The

Company s Principal Property - The Belcourt Property - Qualification Report’. There may be circumstances where, for sound business
reasons, a reatlocation of funds may be necessary. The Company will ondy redirect the funds to other properties and will do so only on the
basis of a written recommendation frem an independent, professional geologist or engineer.

3) See “Administration” . The Company’s working capital to fund ongoing operations will be sufficient to meet its administrative costs for the

next 12 months.

RISK FACTORS

An investment in the Shares offered herein involves certain risks. Prospective purchasers of the Shares of the
Company should consider, among other things, the following:

Stage of Development

The Company’s properties are in the exploration stage and the Company does not have an operating history.- As a
result, there can be no assurance that the Company will be able to develop and operate its properties, or any one of
them, profitably, or that its activities will generate positive cash flow. As a result of the Company’s lack of
operating history, it faces many of the risks inhereat in starting a new business.
Coal exploranon mvolvcs a high degrec of nsk The amounts aunbuted to the Company s interest in; 1ts propertm
as reflected in its financial statements reprmem acquisition and exploration expenses and should not bé taken-to-
represent realizable value. Hazards such as unusual or unexpectzd geological formations and other conditions are
involved.
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Fires, power outages, labour disruptions, flooding, explosions, cave-ins, landslides and the inability to obtain
suitable or adequate machinery, equipment or labour are some of the risks involved in the operation of mines and
the conduct of exploration programs. Unknowns with respect to geological structures and other conditions are
involved. Existing and future environmental laws may cause additional expenses and delays in the activitics of the
Company, and they may render the Company’ properties uneconomic. The Company has no liability insurance,
and the Company may become subject to liability for pollution, cave-ins or hazards against which it cannot insure
or against which it may elect not to insure. The payment of such liabilities may have a material, adverse effect on
the Company’s financial position. The purpose of the present Offering is to raise funds to carry out exploration
and pre-feasibility on the Belcourt Property with the objective of establishing commercial viability of the deposits.

Profitability of Operations

The Company is not currently operating profitably and it should be anticipated that it will operate at a loss at least
until such time as production is achieved from the Company’s Belcourt Property, if production is, in facl, ever
achieved. The Company has never earned a profit. Production is not scheduled to commence oo the Belcourt
Property in the foreseeable future. Investors also cannot expect to receive any dividends on the Shares in the
foreseeable future. Refer to “Summary and Analysis of Financial Operations™ and “Dividend Record’’ for more
information,

Future Financings

If the Company’s exploration programs are successful, additional funds will be required for further exploration and
development to place it into commercial production. The only source of future funds presently available to the
Company is through the sale of equity capital or the offering by the Company of an interest in any of its properties
10 be earned by another party or parties carrying out further exploration or development thereof. There is no
assurance such sources will continue to be available on favourable terms or at all. If available, future equity
financings may result in substantial dilution to purchasers under the Offering.

Marketability

The marketability of the coal which may be acquired or discovered by the Company will be affected by numerous
factors beyond the control of the Company. These factors include market fluctuations, the proximity and capacity
of coal markets and government regulations, including regulations relating to prices, taxes, royalties, land tenure,
land use, importing and exporting of coal and environmental protection. The exact effect of these factors cannot be
accurately predicted, but the combination of these factors may result in the Company not receiving an adequate
return on invested capital and a loss of all or part of an investment in the Shares may result.

Coal Prices

The price of coal is affected by numerous factors beyond the control of the Company, including international
economic and political trends, expectations of inflation, currency exchange fluctuations (including the US dollar
relative 10 the Canadian dollar and other currencies), interest rates, global or regional consumption patterns,
speculative activitics and increases in production due to improved mining and production methods. The supply of
and demand for coal is affected by various factors including political events, economic conditions and production
costs in major coal producing regions.
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Competition
Significant and increasing competition exists for coal mining opportunities available in British Columbia. There °
are a number of large established mining companies with substantial capabilities and greater financial and

technical resources than the Company. No assurances can be made that the Company will be able to compete
against such companies with respect to exploration and development, coal production and marketing.

Uncertainty of Title

The Company’s properties may be subject to native land claims or government regulations.

Conflict of Interest

The directors and officers of the Company are directors &nd officers of other companies (see “Management -
Directors and Officers of the Company”™). Some of the othe- companies are in the same or similar business as the
Company and have the same or some of the same business objectives as the Company. The directors and officers
of the Company are obligated as a matter of corporate law to act in the best interests of the Company. They have
the same obligations to the other companies in respect of which they act as directors and officers. Discharge by the
directors and officers of their otligations to the Company may result in a breach of their obligations to the other
companies, and in certain circumstances this could expose the Company to liability to those companies. Similarly,
discharge by the directors and officers of their obligations tc the other companies could result in a breach of their
obligation to act in the best interests of the Company. As a consequence of such conflicting legal obligations, the
Company may be exposed to liability to others and its ability to achieve its business objectives may be impaired.

No Market for Shares

There is no current market for the shares of the Company and there can be no assurance given that one will
develop. The lack of an active public market could have a meterial adverse effect on the market price of the Shares
and may make it difficult or impossible to sell Shares.

Offering Price

The price of the Shares has been determined by negotiation between the Company and the Agent and bears no
relationship to earnings, book value or other criteria of value. Any real value attributable to the Shares is
dependent upon the determination of commercial viability of the deposits, of which there is no assurance.

Year 2000 Problems

Certain of the Company’s computer programs identify years with two digits instead of four. This is likely to cause
problems because the programs may recognize the year 2000 as the year 1900. These problems (the “Year 2000
Problems™) could result in a system failure or miscalculations disrupting operations, including a temporary
inabilily 1o process transactions or engage in similar normal business activities. The Company has completed an
assessment of its information systems equipment to determine which programs, if any, will have to be modified or
replaced in order to function properly with respect to dates in 2000 and thereafier. The Company uses Version 6 of
Simply Accounting for its accounting systems. This version will process accounting information for the year 2000
and beyond. The computer hardware used by the Company will be replaced before June 30, 1999 (at an estimated

maximum cost of $5,000) in order to be compatible for the year 2000. The Company does not expect Year-2000 - - -~
Problems to have a material adverse effect on its internal operations.. The Company is.unaware of whether any -

Year 2000 Problems will ‘effect” third parties such as’its baiik, SEDAR; its transfer agent, the VSE and the
Commission, with whom the Company transacts business and therefore the Company is not able to give assurances
as to the extent of the effect, if any, such third party Year 2000 Problems may have on the Company. The
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Company bas not received any indication that these third party companies and agencies will have significant, if

any, Year 2000 Problems.

MANAGEMENT

Directors and Officers of the CompmA

The names, municipalities of residence and principal occupations of each director, officer, promoter and other
members of management of the Company are as follows:

Name and Municipality
of Residence

David Fawcett
Delta, BC

Kevin James
Burnaby, BC

(Douglas) David Austin
North Vancouver, BC

Conrad Swanson
North Vancouver, BC

David Raftery
West Vancouver, BC

Position held with
the Company

President, Chief Executive Officer,
and a Director of the Company

Director of the Company

Director of the Company

Director of the Company

Secreiary and Chief Financial Officer

Principal Occupation
During the Past Five Years

President of IDI Resource Technologies Inc.
(July 1991 - present); Chief Operating Officer
of Pine Valley Coal Lid. (February 1996 -
present); President of Globaltex Coal
Corporation (November 1993 - February
1996); and Director of Surface Operations of
Smoky River Coal Ltd. (October 1983 -
February 1991).

President of Pika Geologic Inc. (August 1988 -
present).

Director of Speyside Ventures Inc. (May 1996
- present); Director of Goldbank Ventures Ltd.
(March 1995 - present); Terminal Agent
Manager for BC Ferry Corp. (October 1974 -
present); Director of Wedgewood Resources
Ltd. (November 1996 - July 1998); and Vice-
President of Public Relations of Leigh
Resource Corp. (July 1995 - February 1997).

Consultant (January 1993 - present); President
and Director of Goldbank Ventures Ltd.
(March 1995 --present); Director of Speyside
Ventures Inc. (April 1996 - .present); and
Realtor with Sutton Group :(June 1979 -
January 1993).

Chartered Accountant (August 1963 - present);
Director of LMX Resources Ltd. (December
1987 - present); Director of Goldbank
Ventures Ltd. (December 1995 - present),
Director of Speyside Ventures Inc. (May 1996
- present); Secretary of Leigh Resource Corp.
(February 1996 - June 1997); Secretary of
Loumic Resources Inc. (July 1995 - January
1998); and Chief Financial Officer of Fairlane
Transportation Inc. (July 1997 - present).

' Thé Coi}ipany’S'audit cmﬁmittee"i"s'compriéed:of:Mmsis;"Fawcetl,AAustin-and Swanson.
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The following is a brief biography of each of the directors, officers, promoters and other members of management
of the Company and a description of their principal occupations for the past five years:

David Fawcett, P.Eng. — President, Chief Executive Officer, director and promoter

Mr. Fawcett, Canadian, age 48, has been the President, CEO and a director of the Company since November,
1997. Mr. Fawcett received a Bachelor of Science (Mining Engineering) from the University of Alberta in 1974,
Since that time, Mr. Fawcett has worked as an engineer with various companies, specializing in coal mining.
Since 1991, Mr. Fawcett has worked as an engineering consultant to various companies through his personal
consulting company, 1DI Resource Technologies Inc. From 1993 to 1996, Mr. Fawcelt was the President of
Globaltex Coal Corporation (a wholly owned subsidiary of Globaltex Industries Inc., a public company trading on
the Exchange), during which time Mr. Fawcett headed up the initia) design, evaluation and regulatory process for a
small open pit mine in northeastern British Columbia. During this time Mr. Fawcell also established a viable
resource/reserve base to sustain a long-term coal operation. Mr. Fawcell was instrumental in arranging a joint
venture between the wholly-owned subsidiaries of Globaltex Indusiries Inc., BC Rail and Mitsui Matsushima Co.
Ltd. Pine Valley Coal Ltd. is the operator of the joint venture and Mr. Fawcett has acted as the Chief Operating
Officer of Pine Valley Coal Ltd. since 1996. Detailed feasibility studies have been completed on ihe coal properties
underlying the joint venture, which properties are also located in northeastern British Columbia.

Kevin James, P. Geo. -- Director and promoter

Mr. James, Canadian, age 41, has been a director of the Company since November, 1997. Mr. James is a
registered, “Professional Geoscientist™ with The Association of Professional Engineers and Geoscientists of the
Province ‘of British Columbia (1991 - present). Since receiving a Bachelor of Science (Geology) from the
University of British Columbia in 1981, Mr. James has worked as a geologist for Denison Mines Limited (1981 -
1982):and Quintette Coal Limited (1982 - 1987) and as a consulting geologist through his personal consulting
company, Pika Geologic Inc. (1988 - present). Through his geological career, Mr. James has gained considerable
knowledge and experience in the coal deposits of Western Canada - especially northeastern British Columbia.
Since 1994, Mr. James has been an integral part of the exploration, mine certification and development process for
Pine Valley Coal Ltd.’s Willow Creek Coal Project.

(Douglas) David Austin — Director and promoter

Mr. Austin, Canadian, age 45, has been a director of the Company since November, 1997. Mr. Austin has held
administrative positions with public companies for over 15 years, most of which companies had been involved in
the resource industry. Most recently, Mr. Austin has acted as a director of Goldbank Ventures Ltd. (1995 -
present) a public company which owns mineral and coal properties. Mr. Austin is also a director of Speyside
Ventures Inc. (1996 - present), which company is currently inactive and seeking an acquisition. During the past
five years Mr. Austin has also acted as a director and/or officer of Wedgewood Resources Ltd. and Leigh Resource
Corp., public companies involved in the mineral resource industry. Mr. Austin is also a Terminal Agent
(Manager) with BC Ferry Corp., a company with whom he has been employed since 1974.

Conrad Swanson — Director and promoter

Mr. Swanson, Canadian, age 50, has been a director of the Ccmpany since November, 1997. Mr. Swanson has
been involved in administrative positions with public companies for over 8 years. Mr. Swanson is currently the
President and a director of Goldbank Ventures Ltd. (1995 - present), a public company which owns mineral and
coal properties. Mr. Swanson is also President and a director of Speyside Ventures Inc. (1996 - present), a public
company which is currently inactive and seeking an acquisition of-a Canadian software company. Prior to 1993,

Mr. Swanson was a realtor with Sutton’Group. “From 1993 to presenl along with his’ dlrectomhlps in the-above- .. ...

mentioned companies, Mr. Swanson -ha§ 8156 beéii-a consultant. to-various companies:
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David Raftery, C.A. — Secretary & Chief Financial Officer

Mr. Rafiery, Canadian, age 60, has been the Secretary of the Company since October 1997 and the Chicf Financial

Officer of the Company since November 1997. Mr. Raftery had 21 years service with Placer Dome Inc. and Wharf
Resources Ltd. in Canada, the U.S.A., Australia, Mexico and the Philippines, during which time Mr. Raflery was a
" senior manager with Placer Dome Inc. and Treasurer for Wharf Resources Ltd. Since 1986, Mr. Raftery has been

in public practice with emphasis on public companies in the resource sector. Mr. Raftery has held directorships

and officer positions in public companies since 1983. Mr. Raftery is currently a director of LMX Resources Lid. -
(since 1987), Goldbank Ventures Ltd. (since 1995) and Speyside Ventures Inc. (since 1996) and the Chief
Financial Officer of Fairlane Transportation Inc. (since 1997). In the past 5 years Mr. Raftery was also the

Secretary/Chief Financial Officer of Leigh Resource Corp. (1996 - 1997) and the Secretary of Loumic Resources

Inc. (1995 - 1998). ‘

Aggregate Ownership of Securities

The number and percentage of securities of each class of voting securities of the Company beneficially ownea,
directly or indirectly, as at December 31, 1998, by all directors, officers, promoters and other members of
management of the Company as a group is as follows:

) . Number of Shares Owned as Percentage of Clasé Percentage of Class
Shareholder at December 31, 1998 rior to Offerin afier Offerin
Shareholder prior to Offering afler Offering
David Fawcell. . S 1,127,795 . . . 19.2%® 16.1%"

(incl. options: 1,292,795 ) 19.7% 16.8%7
Kevin James 1,096,017¢ 18.7%® 15.7%®
(incl. options: 1,261,017 ) 19.2% 16.4%"
(Douglas) David Austin 1,105,000% 18.8% 15.8%'
(incl. options: 1,270,000 ) o 19.3%0 16.5%7
Conrad Swanson 1,055,000% 18.0% : 15.1%
(incl. options: 1,220,000 ) 18.6%" 15.9%7
David Raftery ‘ 1® n/a® o/a'®
(incl. options: 40,001 ) 0.6%" 0.5%™
TOTAL: 4,383,813 74.7%© 62.7%©
(incl. options: 5,083,813 ) 77.4%7 66.1%™"
Notes:
m These shares are held in escrow pursuant to the terms of the Escrow Agrecment (see “Escrowed Securifies™). 25,000 of these shares are

issued in the name of IDI Resource Technologies Inc., a private company wholly-owned by Mr. Fawcett. Mr. Fawcett has also been granted
incentive stock options to purchase 165,000 shares (see “Options and Other Rights to Purchase Shares™). Any shares issued on exercise of
the incentive stock options will be held in escrow pursuant to the 1erms of the Escrow Agreement (see “Escrowed Securities™).

(2) These shares are held in escrow pursuant to the terms of the Escrow Agreement (see “Escrowed Securities”). Mr. James has also been
granle-d incenlive stock options to purchase 165,000 shares (see “Options and Other Righis to Purchase Shares”). Any shares issued on
exercise of the incentive stock options will be held in escrow pursuant (o the terms of the Escrow Agreement (see “Escrowed Securities”).

(3) These shares are held in escrow pursuant 1o the terms of the Escrow Agreement (see “Escrowed Securities™). Mr. Austin has also been
granted incentive stock options to purchase 165,000 shares (see “Options and Other Rights to Purchase Shares™). Any shares issued on
exercise of the incentive stock options will be held in escrow pursuant to the terms of the Escrow Agreement (see “Escrowed Securities”).

(4) These shares arc held in escrow pursuant 1o the terms of the Escrow Agreement (see “Escrowed Securities”). Mr. Swanson has also been
granted incentive stock optigns (0 purchase 165,000 shares, (see “Options and Oikier Righis.to Purchase Shares”). Any shares issued on

exercise of the incentive stock options will be held in escrow pursuant to the térms of th¢ Escrow, Agreement (see “Escrowed Secirities”).
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(5) Subscriber’s share. Mr. Rafiery has also been granted incentive stock options to purchase 40,000 shares (see “Options and Other Rights 10
Purchase Shares™). Any shares issued on exercise of the incentive stock options will be held in escrow pursuant to the terms of the Escrow
Agreement (see “Escrowed Securities”).

(6) Before the exercise of any Agent's Warmants or outstanding incentive stock options (see “Options and Other Rights to Purchase Shares™).

N Before the exercise of any Agent’s Warrants but assuming the exercise of all outstanding incentive stock options (see “Options and Other

- Rights to Purchase Shares™).

Other Reporting Issuers

The following directors, officers, aromoters or other members of management of the Company have held a position
as a director, officer, promoter or other member of managemnent of other reporting issuers within five years prior to
the date of this prospectus:

David Fawcett: Glabaltex Coal Corporation (wholly owned subsidiary of Globaltex Indusiries
Inc.), President (November 1953 - February 1996).

(Douglas) David Austin: Gcldbank Ventures Lid., a Director (March 1995 - present); Speyside Ventures Inc.,
a Director (May 1996 - present); Wedgewood Resources Lid., a Director (November
1996 - July 1998) and Leigh Resource Corp., Vice-President of Public Relations
(July 1995 - February 1997).

Conrad Swanson: Goldbank Ventures Lid., President and a Director (March 1995 - present); and
Speyside Ventures Inc., a Director (April 1996 - present).

David Raftery: LMX Resources Ltd., a Director (December 1987 - present); Goldbank Venrures
’ Lia., a Director (December 1995 - present); Speyside Ventures Ltd., a Director
(May 1996 - present); Fairlane Transportation Inc., Chief Financial Officer (July
1997 - present); Loumic Resources Inc., Secretary (July 1995 - January 1998); and

Leigh Resource Corp., Secretary (February 1996 - June 1997).

Corporate Cease Trade Orders or Bankruptcies

None of the directors, officers, promoters or other members of management of the Company are or have been,
within the past five years, a directar or officer of any company which: '

(a) was the subject of a cease trade or similar order or an order that denied the issuer access to
any statutory exemptions for a period of more than 30 consecutive days, except that
Wedgewood Resources Ltd., a company oi which (Douglas) David Austin was a director, was
cease traded from February 2, 1998 to April 7, 1998 for failure to file financial statements; or

®) was declared bankrupt or made a voluntary assignment in bankruptcy, made a proposal under
any legislation relating to bankruptcy or insolvency or been subject to or instituted any
proceedings, errangement or compromise with creditors or had a receiver, receiver manager
or trustee appointed to hold the assets of that person.

Penalties or Sanctions

None of the directors, officers, promoters or other members of management of the Company have, within tbe. t.en
years prior to the date of this prospectus, been subject to any penalties or sanctions imposed by a court or securities
regulatory authority-relating-to. lradmg in swurm&s the promotion, formation or management of a publxcly tradedA

company or involving theft or fraud.-
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Individual Bankruptcies

None of the directors, officers, promoters or other members of management of the Company have, within the five
years prior to the date of this prospectus, been declared bankrupt or made a voluntary assignment in bankruptcy,
made a proposal under any legislation relating to bankruptcy or insolvency, or been subject (0 or instituted any
proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager or trustee appointed
to hold the assets of that individual.

Conflicts of Interest

The directors or officers of the Company may also serve as directors or officers of other companies engaged in
similar business ventures and transactions with the Company. Accordingly, it may occur that business
opportunities will be offered to a director involved in both the Company and other companies. As a result there
may be situations which involve a conflict of interest. The directors will at all times act honestly and in the best
interests of the Company. Any interested director would be required to declare the nature and extent of this
interest and would not be entitled to vote at directors’ meetings which evoke any such conflict. »

EXECUTIVE COMPENSATION

Executive Compensation

The following table details the compensation paid to the persons who held the position of Chief Executive Officer
and the four most highly paid Executive Officers of the Company in addition to the Chief Executive Officer (the
“Named Executive Officers”).

Compensation Summary

The following table summarizes each of the Named Executive Officers’ compensation.

Summary Compensation Table
Annual Compensation - Long Term Compensation
Awards Payouts
Securities Restricted
Other under Shares or . All Other
Name dd Annual Options Restricted LTIP " | Compen-
Principal Position Year Salary Bonus Compensation Granted Share Units | Payouts sation
® ®) ® *) ®) )
David Fawcett Stub™ pil [ il 19,120% 165,000 nil nil nil
President, CEO 1998 nil nil 13,1209 nil nil nil nil
and a Director
Kevin James Stub™® nil nil nil 165,000 nil nil nil
Director 1998 nil nil nil nil nil nil nil
(Douglas) David | Stub” nil nil 11,2509 165,000 nil nil nil
Austin 1998@ nil nil 6,250 nil nil nil nil
Director .
Conrad Swanson Stub™ nil nil 11,2509 165,000 nil nil nil
Director =~ " [1998% 1 @it f-omil oo 62509 |- nil - - nil -pil ~pil ]
David Raftery | Sb™ [ nil~ .}oonil 1 14,7007 40,000 | :nil nil mil Ty,
Secretary & CFO | 1998® | il nil 4,633 nil nil nil nil B
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(€)) The period between April I, 1998 and December 31, 1998. )

(2) The period from incorporation (October 2, 1997) to March 31, 1998,

3) Paid to DI Resource Technologies Inc., a private commpany wholly-owned by Mr. Fawcett.

(4) Paid pursuant to a managemeant agreement between the Company and Candy Management Lid., a private company 50% owned |J)’. (Douglas)
David Austio and 50% owned by Conrad Swanson. See “Related Party Transacrions” for further details of the management agreement.

(5) M. Raflery is paid an bourly rate for services provided to the Company, which services include: preparation and maintenance of accounting
informatios, including preparing finaocial statements for the Company, WCC and Ensync; filing of GST claims; application for and
compliance with flow-through requirements exploration cost reporting and preparing and filing corporate tax returns.

The Company anticipates that during the next 12 months Mr. Fawcett will be paid $2,500/month for management
services (commencing on the date the Company is listed on the Exchange) together with consulting fees which will
be invoiced to the Company at an hourly rate on a project by project basis. In addition, during the next 12 months
Candy Management Ltd. (a private company owned 50% by (Douglas) David Austin and S0% by Conrad
Swanson) will be paid $2,500/month for management services. In addition, Mr. Raftery will be paid at an hourly
rate on an ad hoc basis for services provided to the Company, which services include: preparing and maintaining
accounting information.including preparing financial statements for the Company, WCC and Ensync; filing GST
claims; application for and compliance with flow-through requirements; exploration cost reporting and preparing
and filing corporate tax returns.

Options

The following table sets out the incentive stock options granted to the Company’s directors since the Compaby’s
incorporation in October, 1997 to December 31, 1998. '

Market Value of
Securities

Securities Under % of Total Options Underlying Option

Name and Principal Position Option Granted in Period Exercise Price (@ Date of Grant Expiry Date
# (%) ®) (8/Security)

David Fawcett 165,000 23.5% 0.65 0.65 Two years from the
President, CEO, director Listing Day
Kevin James 165,000 23.5% 0.65 0.65 Two years from the
Director ’ Listing Day
(Douglas) David Austin 165,000 23.5% 0.65 0.65 Two years from the
Director Listing Day
Conrad Swansoo. 165,000 23.5% 065 - 0.65 Two years from the
Director Listing Day
David Raftery 40,000 6% 0.65 0.65 Two years from the
Secretary, CFO Listing Day

No options have been exercised to December 31, 1998.

The directors of the Company do not receive any fees for acting in such capacity.

' Defined Benefit Plans

The Company does not have and has never had any defined benefit or actuarial plans in respect of which any of its
executive officers were cligible to participate.
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Related Party Transactions

Pursuant to a management agreement dated November 30, 1997, betwecn Candy Management Ltd. (a private
company owned 50% by (Douglas) David Austin and 50% by Conrad Swanson) and the Company, Candy
Management Lid. is paid $2,500 per month plus out-of-pocket expenses for providing administration services
including liaison with brokers, financial institutions and clients and for the co-ordination of the dissemination of
news of the Company to the public and to shareholders of the Company. The term of the agreement is for two
years (until November 30, 1999) and- will automatically renew thereafter for one year terms. The agreement may
be terminated by either party on 60 days written notice.

Pursuant to a management agreement dated July 30, 1998, between IDI Resource Technologies Inc. (a private
company wholly-owned by David Fawcelt), commencing on the day the Company’s shares are listed on the
Exchange, IDI Resource Technologies Inc. will be paid $2,500 per month plus out-of-pocket expenses for
providing administration services including administration of the day to day affairs of the Company and any
subsidiary and liaison with the Company’s auditors, accountants and lawyers. The term of the agreement is for
two years from the-day the Company’s shares are listed and posted for trading on the Exchange and will
automatically renew thereafler for one year terms. The agreement may be terminated by either party on 60 days
written notice.

There are no other existing direct or indirect material interests in respect of the Company of any director, executive
officer, principal holder of securities or any associate or affiliate of the foregoing which occurred from
incorporation to December 31, 1998, and no other proposed material interests except as disclosed in this
prospectus.

INDEBTEDNESS OF DIRECTORS, OFFICERS, PROMOTERS AND OTHER MANAGEMENT

None of the directors, officers, promoters and members of management of the Company are or have been indebted
to the Company at any time since the Company’s incorporation in October, 1997 to December 31, 1998.

PROMOTERS

The following individuals may be considered promoters of the Company within the meaning of applicable
securities legislation:

‘Promoters Position with the Company Shares Owned
David Fawcett President, CEO and a director 1,127,795®
Kevin James Director 1,096,017
(Douglas) David Austin - Director ' 1,105,000%
Conrad Swanson - Director 1,055,000
David Raficry Secretary and CFO 19 -

Notes:
(1) These shares are held in escrow pursuant to the terms of the Escrow Agreement (sce “Escrowed Securities™). 25.000 of these

shares are issued in the name of IDI Resource Technologies Inc., a private company wholly-owned by Mr. Faweett. Mr. Fawcen
has also becn granted incentive stock options to purchase 165,000 shates (see “Options and Other Rights to Purchase Shares”).
Any shares issued on exercise of the incentive stock options will be held in escrow pursuant to the terms of the Escrow Agreement
(see “Escrowed Securities™).
(2) These shares are held in escrow pursuant to the terms of the Escrow Ag;eemen(j(see “Escrowed Securities”). Mr. James has also
been gn-nled incentive stock options to purchase 165,000 shares (see “Options-and Other Rights to Purchase Shares”). Any
. shares issued on exercise of the incentive stock options will be held in escrow _piusuam to the terms of the Escrow Agreement (see
“Escrowed Securities™).
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Q) These shares are held in escrow pursuant (o the terms of the Escrow Aéxéﬁwm (see “Escrowed Sec;clil;és"). Mr. Austin has also
been granted incentive stock options to purchase 165,000 shares (see “Options and Other Rights to Purchase Shares™). Any
shares issued on exercise of the incentive stock options will be held in escrow pursuant to the terms of the Escrow Agreement (see
“Escrowed Securities™). .

(4) These shares are held in escrow pursuant 1o the terms of the Escrow Agreemenl (sec “Escrowed Securities™). Mr. Swanson has
also been granted incentive stock options to purchase 165,000 shares (see “Options and Other Rights to Purchase Shares").
Any shares issued on exercise of the incentive stock options will e held in escrow pursuant to the terms of the Escrow Agreement
(see “Escrowed Securities™). .

(5 Subscriber’s share. Mr. Raflery has also been granted incenlive stock options to purchase 40,000 shares (see “Options and Other
Rights to Purchase Shares™). Any shares issued on exercise ol the incentive stock options will be held in escrow pursuant to the

terms of the Escrow Agreement (see “Escrowed Securities™).

SHARE CAPITAL STRUCTURE

Existing and Proposed Share Capital

The consolidated capitalization of the Company as at the dates indicated is as follows:

Number of Total
Issued Securities'"’ Price per Security | Consideration
) 6]
Prior Issuance of securities: 1 1.00 1.00
476,250 0.40 190,500.00
838,812 0.40 335,524.80
. - . 205,000°97 0.25 51,250.00
b 100,000°9® 0.25 25,000.00
4,250,000%% n/a 34,768.00
Issued as of December 31, 1998 ] 5,870,063 - 637,043.80.
Offering:
Shares 1,100,000 0.65 715,000
Corporate Finance Fee to Agent 25,0009 0.65% 16,250
To be issued if all securities being
offered are sold !"'2: 6,995,063 - 1,368,293.80
Notes:
1) The authorized capital of the Company consists of 100,000,000 common shares without par value.
2) Subscriber’s share. ] .
3) These shares are pooled pursuant to the terms of the Pooling Agreement (see “Pooling Agreement’)
4) Flow-through shares (see *'Flow-Through Seed Shares™).
(5) 525,000 of these shares are pooled pursuant fo the terms of the 0oling Agreement (see “Pooling Agreement”) and 313,812 of

these shares are escrowed pursuant 1o the terms of the Escrow Agreement (see “Escrowed Securities”).
(6) Non-flow-through shares.

()] These shares are pooled putsuant to the terms of the Pooling Agreement (see “Pooling Agreement”).
(8) These shares were issued al a deemed price of $0.25 per share, sfier arm’'s-| lenglh negouauons as consideraiion for the. purchase...
of the Lillyburt Pmperty (sec 'Other Properties:- Lillyburt Pmperry ). L. I
. (9 These shares were issued tc the shamholders of WCC pursuant 1o the WCC Sbare P ,se Agmcmen( The aggrcgale valuc )
. '\ ; ascribed to these: shares, pursusnt 1o accounung ‘policies. :was $34; 768- (see “The WCCShive Piifchase Agreement™). All of .-
L N

ud " these shares are escrowed pursuant 10 the terms of the Escrow Agrecment (see “Escrowed Securities™).
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10) These shares are (0 be issued (o the Agent at a deemed price of $0.65 per shan: being the estimated fair market value of the
Company’s shares upon completion of the Offering, in payment of lhe Agent’s corporate finznce fee (see “Plan of
Distribution”).

(11) Prior to the exercise of the Agent’s Warrants or any outstanding incentive stock options (see “Options and Other Rights to
Purchase Shares™).

(12) As at December 31, 1998, the Company had working capital deficit of approximately $(30,745).

Escrowed Securities

4,563,812 issued shares beneficially owned by David Fawcett (1,127,795 shares), Conrad Swanson (1,055,000
shares), (Douglas) David Austin (1,105,000 shares), Kevin James (1,096,017 shares), Kinder Deo (40,000 shares),
Mahmoud Afsharian (40,000 shares) and Ashia Investment Services Lid. (100,000 shares) and 700,000 shares that
may be issued on exercise of incentive stock options granted to David Fawcett (165,000), Conrad Swanson
(165,000), (Douglas) David Austin (165,000), Kevin James (165,000) and David Rafiery (40,000), (all of which
shares are collectively referred to as the “Escrow Shares™), are or will be held in escrow by Montreal Trust
Company of Canada (the “Escrow Ageni”) pursuant o an escrow agreement (the “Escrow Agreement”) dated
September 30, 1998.

The Escrow Shares are held pursuant to the terms of the Escrow Agreement, which follows the new intcrim
National Escrow Regime. The Escrow Agreement provides, among other things, that the Escrow Shares may not
be traded in or dealt with in any manner except as allowed by the terms of the Escrow Agreement. The Escrow
Shares may not be transferred except, subject to certain requirements, to a director or senior officer of the

Company, 10 a registered retirement savings plan or registered retirement income fund or, upon bankruptey, to the -

trustee in bankruptcy. Upon death, the Escrow Shares will be released from escrow and delivered to the legal
representative of the deceased escrow holder.

The Escrow Shares will automatically be released, pro rata, as 1o 15% on the Effective Date, an additional 15% on
each of the first, second, third, fourth and fifth anniversaries of the Effective Date and an additional 10% on the
sixth anniversary of the Effective Date. The Escrow Shares may be released earlier should the Company meet the
following graduation criteria: (i) have earnings of at least $200,000 before taxes in its most recent financial year;
or (ii) have cash flows from operating activities of at least $400,000 in its most recent financial year; or (iii) have
proven reserves of at least $2,000,000 based on a technical report; or (iv) hold an interest in a resource property on
which it has spent at least $1,000,000 on exploration and development and have allocated at least $1,000,000 of its
unencumbered cash or cash equivalents currently available. Upon meeting the graduation criteria, the Escrowed
Shares will be released as to 25% on the Effective Date and 25% on each of the first, second and third
anniversaries of the Effective Date.

The Escrow Shares will represent 65.2% of the Company’s issued and outstanding shares upon complelnon of the
Offermg

Pooling Agreement

1,306,251 shares of the Company, being all of the seed shares except the Escrow Shares (the “Pooled Shares™)
owned by the seed shareholders, are being pooled in accordance with the resale restrictions set out in the
Exchange’s Listings Policy 2.7.5 and pursuant to the terms of a pooling agreement (the “Pooling Agreement™)
dated August 31, 1998.

On the basis that 1,001,251 seed shares were purchased less than two years from the date of the preliminary receipt
for this prospectus (being October 23, 1998) at a purchase price of $0.40, being 61.5% of the price to be paid f01f
the Shares.sold under this prospectus (30.65), 61.5% of these seed shares, or 615,770 shares, may be released from

the pool -arrangement and resold 1mmed1alely‘on the Listing Day and the. remammg 385, 481 seed. shares may be_,:,. L

resold three: momhs aﬁer'the LlSlng Day

ekl

On the basis that 305 000 seed shares were purchased lms than two years from lhe dale of tbe prchmmary recelpl'

for this prospectus (being October 23, 1998) at a purchase price of $0.25, being 38.5% of the price to be paid for
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the Shares sold under this prospectus ($0.65), 25% of these seed shares, or 76,250 seed shares, may be released
from the pool arrangement and resold on each of three months, six months, nine months and twelve months after
the Listing Day. ’

The Pooled Shares will represent 18.7% of the Company’s issued and outstanding shares upon completion of the
Offering. ‘ ‘

Flow-Through Seed Shares

A total of 476,250 seed shares sold ai a price of $0.40 per share for a total of $190,500 were flow-through shares,
issued pursuant to flow-through share subscription agreements to various individuals. Under the terms of the flow-
through share subscription-agreements, the Company agreed 1o renounce Canadian exploration expenses (“CEE™)
in favour of the subscribers (the “Flow-Through Subscribers™) pursuant to the provisions of the /ncome Tax Act
(Canada).

As at December 31, 1998, the Company has expended $174,500 of the funds subscribed for by the Flow-Through
Subscribers on qualified CEE and renounced $108,000 of CEE to the Flow-Through Subscribers in the 1997 tax
year. The Company will renounce the balance of $66,500 to the Flow-Through Subscribers in the 1998 tax year.
Consequently, the-Company has given up potential tax benefits available to it as a result of renouncing CEE to the
Flow-Through Subscribers. 316,000 of the funds subscribed for by the Flow-Through Subscribers remains in the
Company’s bank account and will be dealt with by the Company in accordance with the requirements of the
Income Tax Act (Canada), until such time as these funds are spent on CEE expenditures. The Company will then
renounce these funds to the Flow-Through Subscribers in the applicable tax year.

Options and Other Rights to Purchase Shares

(a) The Company does not have a stock option plan for the granting of incentive stock options to its directors, -
officers and employees. However, the Company did grant stock options to its directors during the most
recently completed financial year and to the period ended December 31, 1998. The purpose of granting
such options is to assist the Company in compensating, attracling, relaining and motivating the directors,
officers and employees of the Company and to attempt to align the personal interests of such persons to
that of the shareholders.

As at December 31, 1998, the Company had granted the following incentive stock options to acquire an

aggregate of 700,000 shares:

Name of Date of Number Purchase

Optionee Apreement Quistanding Price Expiry Date

(€Y)]

David Fawcett July 31, 1998 165,000 0.65 Two years from the Listing Day
Kevin James July 31, 1998 165,000 0.65 Two years from the Listing Day
(Douglas) David Austin July 31, 1998 165,000 0.65 Two years from the Listing Day
Conrad Swanson July 31, 1998 165,000 0.65 Two years from the Listing Day
David Raftery Sept. 25, 1998 40,000 0.65 Two years from the Listing Day

There are no assurances that the above described incentive stock options will be exercised in whole or in
part.

Up to 165,000 shares may be issued to the Agent pursuant to the exercise of the Agent's Warrants. See
“Plan of Distribution” for further details.
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Fully Diluted Share Capital -

Number of Securities Percentage of Total

Issued as of December 31, 1998 5,870,063 74.7%
Offered under the prospectus 1,100,000 14.3%
Corporate Finance Fee 25,000
Securities reserved for future issue as 865,000 11.0%
of December 31, 1998
TOTAL: 7,860,063 100%
Notes: : )
m (a) Up to 700,000 shares may be issued pursuant (o the exercise of incentive stock options. Lo

(b) Up to 165,000 shares may be issued pursuant to the exercise of the Agent's Warrants {see “Plan of Distribution™).

Principal Holders of Voting Securities

To the knowledge of the directors and officers of the Company, as at December 31, 1998, no person beneficially
owns, directly or indirectly, or exercises control or direction over, more than 10% of the issued and outstanding
shares of the Company, except as outlined below:

Percentage Percentage

Name and Address Number of Shares Prior to the Offering After the Offering®”

David Fawcett 1,127,795® 19.2% 16.1%

Delta, BC

(Douglas) David Austin 1,105,0009 18.8% 15.8%

North Vancouver, BC

Kevin James - 1,096,017 18.7% - 15.7%

Burnaby, BC

Conrad Swanson 1,055,000 18.0% 15.1%

North Vancouver, BC

Notes:

wm Before the issuance of any shares on the exercise of the Agent’s Wamants or any outstanding incentive stock options (see “Options and
Other Rights to Purchase Shares"). . '

(2) All of these shares are escrowed pursuant to the terms of the Escrow Agreement (see “Escrowed Securities”). 25,000 of these shares are
issued in the name of IDI Resource Technologies Inc., a private company wholly-owned by Mr. Fawcett.

(3) All of these shares are escrowed pursuant to the terms of the Escrow Agreement (see “Escrowed Securities”). 62,500 of these shares are
flow-through shares (see “Flow-Through Seed Shares™).

(4) All of these shares are escrowed pursuant to ihe terms of the Escrow Agreement (see “Escrowed Securities”).

(5) All of these shares are escrowed pursuant to the terms of the Escrow Agreement (see “Escrowed Securities”). 25,000 of these shares are

flow-through shares (see “Flow-Through Seed Shares”).
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PLAN OF DISTRIBUTION

The Offering

The Company, through IPO Capital Corp. (the “Agen™), hereby offers for sale to the public, on a guaranteed
agency offering basis, through the facilities of the Exchange, up to 1,100,000 Shares at a price of $0.65 per Share.
The Offering will be made in accordance with the rules and policies of the Exchange and on a day (the “Opfering
Day”) determined by the Agent and the Company, thh the consent of the Exchange, within a period of 90 days
from the Effective Date.

Pursuant to the Agency Agreement dated January 27, 1999, the Company agreed to pay the Agent a commission
equal to 7.5% of the gross proceeds of the Offering (or $0.04875 per Share) and a corporate finance fee of 25,000
shares, which shares are being qualified under this prospectus. The Company has paid a retainer of $10,000 to the
Agent to cover the Agent’s costs related to the Offering, which costs will be paid out of the retainer from time to
time, and any unused portion of the refainer will be returned to (ae Company upon closing of the Offering.

If the Company satisfies all its obligations under the Agency Agreement, the Agent will, within 10 business days of
the Offering Day, pay the net proceeds of the Offering to the Company. The Agent reserves the right to offer
selling group participation, in the normal course of the brokerage business, to sclling groups of other licensed
dealers, brokers and investment dealers, who may or may not be offered part of the commissions to be received by
the Agent pursuant to the Agency Agreemenl. The obligations of the Agent under the Agency Agreement may be
terminated at any time before the Listing Day at the Agent's discretion on the basis of its assessment of the state of
the financial markets and may alsc be terminated at any time on the occurrence of certain stated events. The
Company has granted the Agent a right of first refusal to provide future equity financing to the Company for a
period expiring one year after the closing of the Offering.

In accordance with the rules and policies of the Exchange, the Agent is required to give full client preference of
100% of the Offering for purchase by retail clients. Clients of the Agent will have preference, to the extent there is
demand, for 100% of the Offering. The Agent may allocate the Offering amongst its clients with such preference
as it may determine in its sole discretion. If retail client demand is less than 100%.of the Offering, the difference
between the total offering and client demand may be allocated to professional trades, i.e. members of the Exchange
and their partners, directors, officers, registered representatives, traders and assistant traders, introducing brokers
and employees.

Other than as disclosed herein under “Plan of Distribution”, there are no payments in cash, securities or other
consideration being made, or to be made, 10 a promoter, finder, cr any other person or company in connection with
this Offering. There is no intention 1o stabilize the market following the Offering.

Guaranteed Agency Offering and Agent’s Warrants

The Agent has agreed to purchase any Shares unsubscribed Zor on the Offeriig Day (the “Guarantee”). In
consideration thereof, the Company has agreed to grant and issue to the Agent that number of Agent’s Warrants
equal to 15% of the Shares sold under the Offering. Each Agen:’s Warrant will entitle the Agent to purchase one
share for a period of 18 months at a purchase price of $0.65 per share during the first 12 months of the exercise
period and at a purchase price of $0.75 per share during the last 6 months of the exercise period.

The Agent’s Warrants will contain, among other things, provisions for appropriate adjustment in the class, number
and price of shares issuable pursuant 0 any cxercise thereof upon the occurrence of certain events, including any
subdivision, consolidation or reclassification of the shares of the: Company, the payment of slock dividends or the
amalgamauon of the Company.

Any Shares acquired by the Agent pursuant to the Guarantee and any sharcs acquired. by the, Agem upon the:
: exercise oftbe Agem s Warrants are being qualified under this ptospectus i e e fhee S0 e T
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Conditional Listing
The Exchange has conditionally listed the securities being offered pursuant to this prospectus. Listing is subject to

the Company fulfilling alt the listing requirements of the Exchange on or before March 17, 1999, including
prescribed distribution and financial requirements.

Sponsorship Agreement

The Company and the Agent have also entered into a Sponsorship Agreement dated January 27, 1999 in respect of
sponsorship by the Agent of the Company's application to the Exchange for listing. Pursuant to the Sponsorship
Agreement, the Agent agreed to carry out activities to comply with the Member Sponsorship policy statement of
the Exchange, including filing a sponsorship letter in respect of the Company with the Exchange and observing the
oversight responsibilities set out in such policy statements including, but not limited to, reviewing correspondence
between the Company and the regulatory authorities, reviewing insider reports filed by the Company’s directors,
officers and promoters, reviewing press releases issued by the Company, reviewing Form 27 material change
reports filed by the Company, reviewing financial statements.filed by the Company with the regulatory authorities,
reviewing documents relaling to any court proceedings, reviewing details of share issuances madc by the Company,
reviewing shareholder communications prepared by the Company and reviewing monthly variance reports
prepared by management of the Company reconciling funds expended by the Company to the proposed use of
proceeds (see “Use of Proceeds™). Unless previously terminated, the Sponsorship Agreement will expire one year
from the Listing Day. The Company will pay the Agent a $15,000 sponsorship fee plus GST for services to be
provided by the Agent to the Company pursuant 1o the terms of the Sponsorship Agreement.

DESCRIPTION OF SECURITIES OFFERED

All shares of the Company, both issued and unissued, are common shares of the same class and rank equally asto - -
dividends, voting powers and participation in assets. At any general meeting, subject to the restrictions on joint
" registered owners of common shares of the Company, on a show of hands every shareholder who is present in
person and entitled to vote has one vote and on a poll every shareholder has one vote for each share of which he or
she is the registered owner and may exercise such vote either in person or by proxy. The directors of the Company
may, from time to time, declare and authorize payment of dividends. No common shares have been issued subject
to call or assessment. There are no pre-emptive or conversion rights. There are no provisions for surrender,
sinking or purchase funds. Provisions as to the modification, amendment or variation of such rights or such
provisions are contained in the Company Act. '

DILUTION

The price of the Shares of $0.65 exceeds the net tangible book value per common share of the Company as at
June 30, 1998 (giving effect to the issuance of all seed shares as at October 5, 1998 - see “Share Capital
Structure™), by $0.511 after the Offering, afler giving effect to the issuance of all Shares being sold under the
Offering and issued to the Agent for its corporate finance fee (but before issuance of any shares on exercise of the
Agent’s Warrants or any outstanding options), representing a dilution of 78.6%. The following table illusirates
this per share dilution:

Dilution Per Share

Price per Share: $0.65

Net tang1ble book value beforc lhe.issue, ofthe Shares onAJune 30, 1998 (fully diluted): : . %0066 . .
ncrease in N . , of the Company (fully dilited): =7 "$0:073 ... . |

Net tanglble bookvvalue aﬂer giving. eﬁ”ecl 10ki€ issue ofthe Shar&s (fully diluted): S 80139 IS

Dilution to holders of shares: , : $0.511

Percentage dilution in relation to the issue price allocated per Share: . 78.6% -
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DIVIDEND POLICY

The Company has not paid any dividends on its shares to date. The Company does not anticipate paying any
dividends in the foreseeable future. The declaration of future dividends by the Company, if any, will be determined
by the directors of the Company in light of the Company’s earnings, cash requirements and other relevant
considerations.

INVESTOR RELATIONS ARRANGEMENTS

The Company has not entered into any written or oral agreement or understanding with any person o provide
promotional or investor relations services for the Company or its securities, or to engage in activities for the
purpose of stabilizing the market, either now or in the future.

RELATIONSHIP BETWEEN THE COMPANY OR THE SELLING SECURITY HOLDER AND AGENT

The Company and the Agent are not related parties or connected parties within the meaning of.applicable
securities legislation. ’

RELATIONSHIP BETWEEN THE COMPANY AND PROFESSIONAL PERSONS

No professional person, as that term is defined in applicable securities legislation, nor the responsible solicitor or
any associate of the responsible solicitor’s firm has any beneficial interest, direct or indirect, in any securities or in
the property of the Company. No professional person, nor the responsible solicitor or any associate of the
responsible solicitor’s firm is, or is expected to be elected, appointed or employed as a director, senior officer or
employee of the Company or of an associate, affiliate, holding company or major subsidiary thereof or is, or is
expected to become, a promoter of the Company, or of an associate or affiliate thereof.

LEGAL PROCEEDINGS
As at the date of this prospectus, no legal proceedings which are material to the business and affairs of the

Company have been commenced by or against the Company and, to the best knowledge of the Company, no such
legal proceedings are contemplated.

LEGAL MATTERS

Certain legal matters relating (o the securities offered hereby will be passed upon by Devlin Jensen of Vancouver,
British Columbia, on behalf of the Company and by Campney & Murphy on behalf of the Agent.
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AUDITORS, REGISTRAR AND TRANSFER AGENT

The auditors of the Company are Manning Janiison; Chartered Accountants, of Suite 200, 1645 West 7th Avenue,
Vancouver, British Columbia, V6J 1584.

The registrar and transfer agent for the common shares of the Company is Montreal Trust Company of Canada at
its principal office located at 510 Burrard Street, Vancouver, British Columbia, V6C 3BS.

MATERIAL CONTRACTS

Except for contracts entered into in the ordinary course of the Company’s business, the only material contracts
entered into by the Company are the following:

1. Agency Agreement dated January 27, 1999, between the Company and the Agent (see “Plan of

Distribution™, page 59).

2. Sponsorship Agreement dated January 27, 1999, between the Company and the Agent (see “Plan of
Distribution — Sponsorship Agreement”, page 60).

3. Escrow Agreement dated September 30, 1998, between Montreal Trust Company of Canada, the
Company and certain shareholders of the Company (see “Escrowed Securities”, page S6).

4.  Pooling Agreement dated July 31, 1998, between Montreat Trust Company of Canada, the Company and
certain shareholders of the Company (see “Pooling Agreemen:”, page 56).

5. Share Purchase Agreement dated October 31, 1997, between the Company and the shareholders of
Western Coal Corp. (see “The WCC Share Purchase Agreement”, page 4).

6. Coal Property Acquisition Agreement dated November 27, 1997, between the Company and Morris
Geological Co. Ltd. (see “Other Properties - Lillyburt Property”, page 43).

7. Coal Properfy Acquisition Agreement dated November 27, 1997, between the Company and G.S. Reeves
Associates International Ltd. (see “Other Properties - Lillyburt Property”, page 43).

8. Management Agreement dated November 30, 1997, between Candy Management Ltd. and the Company
(see “Related Party Transactions”, page 54).

9.  Management Agreement dated July 30, 1998, between IDI Resource Technologx&s Inc. and the Company
(see “Related Party Transactions”, page 54).

10. Transfer Agency and Registrarship Agreement dated June 5, 1998 between the Company and Montreal
Trust Company of Canada.

The above contracts may be inspected at the Company’s registered and records office located at Suite 2550, 555

West Hastings Street, Vancouver, British Columbia, V6B 4NS, while the primary distribution of the Shares offered
under this prospectus is in progress and for a period of 30 days thercafier.

OTHER MATERIAL FACTS

There are no other material facts fé!éli_ng to the Companywblch have not been _dis_cb;gd mthxs b;o§pectus_}
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PURCHASERS’ STATUTORY RIGHTS

The Securities Act provides purchasers with the right to withdraw from an agreement to purchase securities within
two business days after receipt or deemed receipt of a prospectus and any amendment. The Securities Act further
provides a purchaser with remedies for rescission or damages where the prospectus and any amendment contains a
mistepresentation or is not delivered to the purchaser, provided that such remedies for rescission or damages are
exercised by the purchaser within th= time limit prescribed by the Securities Act. The purchaser should refer to
sections 83, 131, 135 and 140 of the Securities Act for particulars of these rights or consult with a legal advisor.

[2539\030\prosp19doc]




WESTERN CANADIAN COAL CORP.

CONSOLIDATED FINANCIAL STATEMENTS
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Suite 200 Telephone
1645 W. th Avenue (604) 733-1221
Vancouver. B.C. Facsimile
val 154 (604) 731-2179

‘Manning
Janmison

/% - CHARTERED ACCOUNTANTS

AUDITORS' REPORT

To the Directors of
WESTERN CANADIAN COAL CORP.

We have audited the consolidated balance sheets of WESTERN CANADIAN COAL CORP. as at June
30, 1998 and March 31, 1998, and the statements of operations and deficit, deferred exploration
expenditures and changes in financial position for the periods then ended. 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 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 princigles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.

in our opinion, these financial statements present fairly, ir. all material respects, the financial position
of the company as at June 30, 1998 and March 31, 1998, and the results of its operations and the
changes in its financial position for the periods then enced in accordance with generally accepted
accounting principles. As required by the British Columbia Company Act, we report that in our
opinion these principles have been consistently applied.

Mg ot

Chartered Accountants

Vancouver, British Columbia

October 16, 1998
{except for note 8 which is as of December 17, 1998,
and except for notes 8a) and 8b) which are as of January 27, 1999}




WESTERN-CANADIAN: COAL CORP.

CONSOLIDATED BALANCE SHEETS

JUNE 30 MARCH 31
1998 1998
ASSETS
CURRENT ASSETS
Cash _ $ 38,5621 $ 140,761
" Accounts receivable 16,514 17,037
55,035 157,798 .
DEFERRED FINANCING EXPENDITURES 7.850
FURNITURE AND EQUIPMENT
Net of accumuiated amortization of $193 (March 31 - $125) 1,303 1,371
COAL PROPERTIES (Note 4) ] 207,084 207,084
DEFERRED EXPLORATION EXPENDITURES - ’ ' 255,960 181,355

$ 527,232 $ 547,608

LIABILITIES

CURRENT LIABILITIES

Accounts payable and accrued liabilities $ 53,853 $ 53,708
Advances from officers and directors {Note 5) 80,525 © 80,625
Due to subscribing shareholders (Note 6) 485,518 475,518

619,896 609,751

SHARE CAPITAL AND DEFICIT

SHARE CAPITAL
Authorized: 100,000,000 Common shares without par value

Issued: 1 Common share without par value 2 : 2
DEFICIT : {92,666) (62,145}
(92,664) (62,143)

$ 527,232 $ 547,608

Approved by tie Directors:
%W Director
W I
- . Director

DAV]D FAWCE'I'I‘

| Manning
§ Jamison B



WESTERN CANADIAN COAL CORP.

CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT

INCEPTION
THREE MONTHS  (April 21, 1997)
ENDED JUNE 30 TO MARCH 31
1998 1998
EXPENSES
Legal and accounting $ 11,663 $ 18,218
Consulting 7,800 14,195
Management fees 7,500 12,500
Rent 2,400 4,800
Office and sundry 513 1,440
Telephone 401 1,057
Interest and bank charges 276 175
Amortization 68 125
Travel ‘ - 9,635
30,521 62,145
LOSS FOR THE PERIOD {30,521) {62,145)
DEFICIT AT BEGINNING OF PERIOD {62,145) -
DEFICIT AT END OF PERIOD $ {92,666) $ {62,145)




WESTERN CANADIAN COAL CORP. ' SCHEDULE

CONSOLIDATED STATEMENTS OF DEFERRED EXPLORATION EXPENDIT URES

INCEPTION
(April 21, 1997)
TO JUNE 30
1998
Belcourt Lillyburt Total

EXPENDITURES
Consultants and valuations $ 61,462 $ - $ 61,462
Drilling 58,025 - 58,025
Geological and geophysical 41,108 - 41,108
Coal licenses 10,587 3,626 14,213
Field costs 6,322 » - 6,322
Drafting 225 - 225
Balance at March 31, 19398 177,729 3,626 181,355
Coal licenses ' 61,307 . 61,307
Consultants and valuations 10,580 - 10,580
Assaying 2,102 . - 2,102
Field costs 406 - 406
Drafting 210 - 210
74,605 - 74,605
Balance at June 30, 1998 $ 252,334 $ 3,626 $ 255,960

Manning [
} Jamison [



WESTERN CANADIAN COAL CORP.

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION

INCEPTION
THREE MONTHS  (April 21, 1997)
ENDED JUNE 30 TO MARCH 31
1998 1998
CASH PROVIDED BY (USED FOR):
OPERATING ACTIVITIES
Loss for the period $ {30,521} $ (62,145)
Amortization, an item not involving cash 68 125
{30,453} (62,020}
Changes in non-cash working capital balances:
Accounts receivable 523 (17,037)
Accounts payable and accrued liabilities 145 53,708
{29,785} {25,349)
FINANCING ACTIVITIES
Advances from subscribing shareholders 10,000 475,518
Advances from officers and directors - 80,525
Share capital issued - 2
Deferred financing expenditure _{7,850)
2,150 556,045
INVESTING ACTIVITIES
Investment in coal licenses - (207,084}
Deferred exploration expenditures (74,6065) (181,355)
Purchase of capital assets - {1,496)
{74,605) {382,935)
'CHANGE IN CASH RESOURCES DURING THE PERIOD {102,240} 140,761
n%ASH RESOURCES AT BEGINNING OF PERIOD 140,761 -
$ 38,521 $ 140,761

SH RESOURCES AT END OF PERIOD

e VA SO .
IllL!l.lll'nI‘.\ .




WESTERN CANADIAN COAL CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 1998

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a) Principles 6f consolidation

The consolidated financia! statements include the accounts of the company and its 100% owned
subsidiary Western Coal Corp. {"WCC") and Ensync Resource Management Inc. {"Ensync"), which is
100% owned by WCC. All the companies are incorporated under the British Columbia Company
Act.

The nature of the business combination was such that neither of the combining companies cou!d be
identified as the aquirer for accounting purposes. Therefore, the business combination has been
accounted for using the pooling of interests method of accounting whereby the consolidated
financial statements reflect the combined historical carrying values of the assets, liabilities and
shareholders’ equity, and the historical operating results of WCCC from its inception on October 2,
1997 and WCC from its inception on April 21, 1997 for each of the periods presented. The
reporting periods and-aecounting -policies for the two companies have been conformed in the
consolidated financial statements.

All significant intercompany transactions and balances have been eliminated on consolidation.

b) Amortization

Furniture and equipment is recorded at historical cost and is amortized over its estimated useful fife
under the declining balance method at 20% per annum.

The company applies one-half of the annual amortization in the year of acquisition.

c) Deterred Financing Expenditures - Expenditures made to acquire financing are deferred until the
funds are received at which time capital items will be charged to deficit. Should a financing project
be abandoned, the costs related to it will be charged to earnings at that time.

d) Resource properties

i) Deferred Exploration Expenditures - The company is in the exploration stage and defers all
exploration expenditures until such time as the projects are put into commercial production, sold or
abandoned. Should a property be deemed uneconomic, the costs related to it will be charged to
earnings at that time.

ii) Valuation - The values shown for coal licenses and for deferred exploration expenditures represent
costs to date where such costs are not expected to exceed the amount to be recovered in future
periods. This assessment has been made based on available information about exploration activities
carried out on the properties, the work program in place to explore the properties, the results
achieved to date and plans for future exploration work on the properties, and the sufficiency of the
remaining lease term on the properties to conduct the necessary studies or exploration work.
However, it is reasonably possible, based on eX|st|ng knowledge, that.changes in future condmons
in the near term could requnre a matenal change in the recognlzed amount.
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WESTERN CANADIAN COAL CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 1998

‘SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

d) Resource Properties (continued)

iii} Cost of Maintaining Resource Properties - The company does not accrue the estimated future
costs of maintaining its mineral properties in good standing. ‘

iv) Amortization - The deferred exploration expenditures and coal licenses will be amortized on a
unit-of-production basis.

e) Loss per share

Loss per share computations have not been provided as only one share was outstanding during the
period. Equivalent shares, stock options and pending subscriptions have been excluded from the
calculation as their effect would be anti-dilutive. ) '

f) Land Reclamation and Environmental Remediation Costs

During the course of acquiring and exploring coal properties, the company must comply with
government regulations with regard to environmental protection.

The costs of complying with zhese requirements are capitalized, when incurred, as deferred costs
until such time as the properties are put into commercial production, at which time the costs
incurred will be charged to operations on a. unit-of-production basis over the estimated mine life.
Upon abandonment or sale of a property all deferred costs relating to the property will be expensed
in the year of such abandonment or sale.

The cost and extent of future site cleanup, reclamation or remediation for work programs will be

estimated during the planning stages, at which time a reclamation security bond will be provided to
the British Columbia Ministry ol Energy, Mines and Petroleum Resources and recorded as such.

1. NATURE OF OPERATIONS

The company is prirharily encaged in the business of acquiring, exploring and developing coal

‘properties.

Realization of the cost of the coal properties and exploration expenses is dependent upon the
company's ability to finance and develop the coal resources, and its ability to profitably sell any coal
produced. Although management believes that it is pursuing a course of action that will accomplish

_these objectives, the outcome of these matters is uncertain.



WESTERN CANADIAN COAL CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 1998

2. POOLING OF INTERESTS AND CONSOLIDATED FINANCIAL STATEMENTS

Under an agreement dated October 31, 1997, Western Canadian Coal Corp. ("WCCC") undertook to
acquire all the shares of Western Coal Corp. including its wholly-owned subsidiary, Ensync Resource
Management Inc.

WCCC agreed to issue 4,250,000 common shares in exchange for all outstanding shares of WCC.
In addition, certain WCC shareholders-agreed to forgive amounts owing to them by WCC. Since
WCCC and WCC were under common control at the time of the agreement, and it was not possible
to identify one of the parties to the agreement as the aquirer, the business combmatlon has been
accounted for under the pooling of interests method.

Accordingly, these financial statements reflect the combined assets and liabilities of WCCC and
WCC at their respective carrying values; the combined share capital and deficit reflect those of
WCCC and WCC; and the results of operations reflect those of WCCC and WCC on a combined
basis.

The assets, liabilities, and operations of the following companies at October 31, 1997 were:

wcce wcC

Current assets $ 57,200 $ 11,809
Coal properties - 97,084
Current liabilities . (57,199) (104,124)
Share capital (1 {1)

‘ $ - $ 4,768
Management fee revenue $ - $ 10,000
Less: Administrative expenses . - (5,232)
Net earnings $ - $ " 4,768

3. FINANCIAL INSTRUMENTS

The company's financial instruments consist of cash, accounts receivable, accounts payable and
accrued liabilities, advances from officers and directors and amounts due to subscribing
shareholders. In management’s opinion the company is not exposed to significant interest, currency
or credit risk arising from these financial instruments. The fair values of these financial instruments
approximate their carrying values. ‘

Manning §
Jamison §



WESTERN CANADIAN COAL CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 1998

4. COAL PROPERTIES

Northeastern British Columbia

The company acquired and holds coal licenses which caver the Red Deer,

Holtslander, Huguenot, Omega and Saxon East deposits and as a condition

of the acquisition has agreed to pay an annual royalty 0° 0.75% of the

selling price of coal sales from the properties to certain shareholders (see Note 7).

These coal licenses are recorded at cost. $ 97,084

Southeastern British Columbia .
The company acquired and holds coal licenses covering the Lillyburt deposit

which are recorded at cost. 110,000

§ 207,084

5. ADVANCES FROM OFFICERS AND DIRECTORS

The advances are non-interest bearing with no set terms of repayment and have been made by
officers and directors of the company (see Note 8{e)).

6. DUE TO SUBSCRIBING SHAREHOLDERS

Funds have been advanced to the company by seed investors pursuant to subscription agreements
entered into by the company and the investors. The subscription agreements -stipulate that these
funds constitute interest free advances to the compary by the investors until such time as the
subscription offer is accepted by the company's directors and the shares are allotted or issued, or
until such time as the funds are returned {see Note 8(f})}.

As at March 31 and June 30, 1998 none of the shares subscribed for by the seed investors for
cash had been issued or allotted, nor had any of the shares to be issued for the acquisition of WCC
or for the acquisition of coal licenses been issued. Amounts due to subscribing shareholders are
comprised of: ' .



WESTERN CANADIAN COAL CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 1998

6. DUE TO SUBSCRIBING SHAREHOLDERS (continued}

Number of shares Ascribed
to be issued Consideration
To be issued for cash received from seed investors prior
to October 31, 1997 "143,000 $ 57,200
To be issued for acquisition of all the shares of WCC pursuant ‘
to an agreement entered into on October 31, 1997 (Note 2) 4,250,000 34,768
To be issued for cash received from seed investors prior
to March 31, 1998 973,250 358,550
To be.issued as consideration for the Lillyburt licenses 100,000 25,000
Balance at March 31, 1998 5,466,250  § 475,518
To be issued for cash received from seed investors prior
to June 30, 1998 25,000 10,000
Balance at June 30, 1998 5,491,250 $ 485,518

Included in the 1,141,250 shares to be issued for cash are 411,250 flow through shares for a total
of $164,500 pursuant to which the company is obligated to incur exploration expenditures and
renounce these in favour of the investors.

The shares to be issued to seed investors for cash and for the Lillyburt coal licenses are subject to a
pooling agreement of the shareholders. As a condition of the listing of the shares on the Vancouver
Stock Exchange, these shares will be subject to the Exchange's Seed Share Resale Restrictions.

The shares to be issued for the WCC acquisition will be subject to an escrow agreement in.
accordance with the terms of the interim National Escrow Regime. :

7. RELATED PARTY TRANSACTIONS

During. .the three month period ended June 30, 1898, the company paid management fees of

$7,500 (period ended March 31, 1998 - $12,500) to a company with common directors. In..
addition, consulting fees of $7,800 (March 31, 1998 - $14,195) were paid to a company controlled

by the president.

The company has entered into a management agreement to pay $2,500 per month to a company
controlled by common directors. Sixty days notice by the company is required to terminate the
agreement.

Consulting fees are paid to a company controlled by the company's president. Fees are on an hourly
basis and are negotiated on a project by project basis.

“The directors of the company are the beneficiaries of the coal sale royalty described in Note 4.




WESTERN CANADIAN COAL CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 1998

8. SUBSEQUENT EVENTS
a) Agency and member sponsorship agreements

Pursuant to a sponsorship agreement dated January 27, 1999, the company engaged an agent for a
Guaranteed Fixed Price Agency Offering for the Initial Public Offering ("IPO") of 1,100,000 common
shares of the company at $0.65 per share for an aggregate of $715,000. The agent's commission
is 7.5% of the gross proceeds of the Offering.

in consideration for conducting a guaranteed Best Efforts Offering, the agent will receive Agent's
Warrants in the amount of 15% of the completed offering, exercisable for 18 months after the
listing on the Vancouver Stock Exchange at the IPO price ($0.65)} in the first year and IPO price plus
15% ($0.75) for the remaining six months.

Pursuant to an agency agreement dated January 27, 1983, the company engaged the agent to
sponsor the company for its listing on the Vancouver Stock Exchange ("VSE").

b) Additional subscriptions

in July and August 1898, the company entered into additional share subscription agreements as
i subsequently amended on January 27, 1999, with investors for 378,812 shares for cash of
' $151,625, 65,000 of which were flow-through shares for a total of $26,000 pursuant to which the
company is obligated to incur exploration expenditures and renounce these in favour of the

investors.

c} Directors' and officers' stock optiéns

In July and September 1998, stock options were granted to directors and officers to purchase an
aggregate of 700,000 common shares of the company at the IPO price of $0.65 per share expiring
two years from the IPO listing date.

d} Management agreement
On July 30, 1998 the company entered into a management agreement to pay $2,500 per month to

a company controlled by the president commencing on the day the company's shares are listed on
the VSE. Sixty days notice by the company is required to terminate the agreement.

e} Advances from officers and directors

- On August 31, 1998 the company fully repaid the advances from officers and directors of the
- company (see Note 5).

} Allotment and issuance of shares
On October 5, 1998, 5,870,062 shares were allotted and issued by the company pursuant to the

bscription agreements referred to in Notes 6 and 8(b) and for the acquisition of WCC and the
yburt coal licenses.

| Manning (8



WESTERN CANADIAN COAL CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 1998

8. SUBSEQUENT EVENTS (continued)
g) Additional coal licenses

Effective October 9, 1998 the company was granted four coal licenses by the British Columbia
Ministry of Energy, Mines and Petroleum Resources. " The licenses, referred to as the "Brazion
Property"”, are located in the Liard Mining Division in British Columbia.

h) Filing of prospectus

The company proposes to file a final prospectus for an initial public offering on the VSE and to
become listed on the exchange {see Note 8 (a)).

9. YEAR 2000 ISSUE

The Year 2000 Issue arises because many computerized systems use two digits rather than four to
identify a year. As a result, many date sensitive systems may recognize the year 2000 as 1900 or
some other date, resulting in errors or system failures when information using year 2000 dates is
- processed. In addition, similar errors or failures may arise in some systems which use certain dates
in 1999 to represent something other than a date. As a result, the effects of the Year 2000 Issue
may be experienced before, on or after January 1, 2000 and, if not addressed, their impact on
operations and financial reporting may range from minor errors to significant system failures which
could affect the company's ability to conduct normal business operations. It is not possible to be
certain that all aspects of the Year 2000 Issue which may affect the company, including those
related to the efforts of customers, suppliers or other third parties on which it relies will'be fully
resolved.

~h?




CERTIFICATE OF THE COMPANY AND PROMOTERS

Dated:  February 4, 1399

The foregoing constitutes full, true and plain disclosure of all material facts relating to
the securities offered by this Prospectus of Western Canadian Coal Corp. as required
by Part 9 of the Securities Act (British Columbia) and the rules and regulations
thereunder.

AVID FAW CETI’"
Chief Executive Officer

ON BEHALF OF THE BOARD OF DIRECTORS

DDAVID AUSTIN
Director

THE PROMOTERS

BN

DAVID AUSTIN
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COALTPROPERTY ACQUISITION AGREEMENT

THIS AGRETMENT meds ad o the 30th day of April, 1969,
3 :

BETWEEN:
_n _company dul

inco un CRITY] tiah Columbia, having‘:n oﬁle{:

it Sults 311 - 470 Grunvlila Straer, Vancouver, Rritith Columbis

VEC 1VS .

(tha “Piurchaser”) A

OF THE FIRST PART

AND1

x:avnuaﬁgg-  burimiman, of (42 E400  TegST &BVE DEIVE
Jat =4 :gg

2naaN |.c A YR
(the “Vendor™) '

OF THE SECOND PART
WHERRAS:

A, ‘Iﬁe Vendar ls the benaficial ovmer of a 100% intaredt (n and © cortsin
coa) Interests (the “Proparty’”), a1 outlined in Schedule “A" stached hereto and forrping
past of this Agresment.

B. The Vendor has agreed 16 8ell and the Purchaser hus agresd wgufchmtll
of the Vandar's Interest lo w the Property on ihs terms and conditions harads

oontuined,

NOW TREREFORE THIS AGREEMENT WITNESSES thet in consideration of the
gxﬁmal covenants and agreements herelnsfier contalned the parties herelo sgree 38
tbiow:

1.0 - REPRESENTATIONS AND WARBANTTES

1.1 Representations snd Warraatss of the Vendar: The Veador reproscarts and
waorants 15 tho Purchaser tha:

O ey s o oy o g oo of o) St s
o8 com roparty, fres and clear e, tn

tlaims of othery mi no uxupz:ymh are or wiil ba at the clotlng dus &

respect of any theseof, o .

A Commigfionar for (2hing Aiinevis
§0r British Colurnbia



ia

1.3

14

3.9

N '-z- S—

®) ‘ :ha coal licetties eom;niein?om Property have beea or wlu 0 at tho

cated and recordad pursuant to the laws in

thn decctioiaym which m Froperty 1s locatsd; and

(¢)  to the beat of bis knowledge there ix to dlait or challmge againat of to
tho ownership of or tils w any of the coal licenss comprlslng the
Property, nor 1o the beat of hls knowledge s there any basis wd
there t7e no outstanding ¢ ety o7 options 19 scquire of purchase the

Propeity of a0y portion f, and no p mhu :oyutyornmu.

Interset whatsosver In production from any of the ooll ses oomps’
the Property.

Waivey: The represeatations snd waranties contsined in pmmph 1.1 above
rro provided for the meclusive benefit of the Purchsser &nd any breach of any ene
or mote thereof may be walved by the Purchaser la whols or In past at say tlm
without prejudics 10 its rights in respect of any other breach of the same or-an
other representation or warranty and the repressatations and wuranties contal

{n paragruph 1.1 shall survive the axacution hereof.

mrrmhmm and Warranties of the Pur:hua' The Purchaser

warants to the Vandor that it is duly Incorporated uader the laws o Britinh
Columbix. is n vlid and subsisd u‘g company in good nmdlng in tho Omu of the
Ragistrar of Companiea.for ad Columb and authority o
sntee into this A&l‘h‘w any lnmment or lnntmmcm refecred to in or

contemplated by this Agresment, .md to oarry out the rerms af this Agrusment to
the full exctent,

Walver b the Veodor. The representations and wanuntion: contaisad in
gaugr J above arg provided for the exclusive baooflt of the Vendor and any
sedch of any one or more thereol may ba waived by the Vendor Ia whols ot in

" part «t any tima whhout prejudics to 1ta rights in respest of any other bressh-of

the same or m¥ representation or warranty and the representations and
warrantios cantained In pmgnph 1 3 shall survive the exscution hersof. 4

1.0 - ACQUIATTION OF PROFERTY

2.1 Sale: The Vendor, subjooct 10 the tering hereof, harsby sally to the Purchassr &
100% right, title and ‘mmn In and 10 the Property free and clar of 1)) c!wau
enoumbranes and clalm

3% Condderition P ablc by the PForchasar to the Vonder: In considsyation for
&mwomnofal t, titfs axd Internst {a and to the Property subject to the

uar hereby agroes to pay the Vendor §22,750.43,
repr-uuﬁnz thc Vandor‘o out-of-pocket upcmu and costs mlaﬁng o the
Prapenty. .

3,0 « THE CLOSING

Qu Tho
i A uuu

. .c“ g




3.2

33

N

-3-

The Purchassr's Obligations a5 tho Clasing: At the Closi P sers
pay w the Vendor 32'25‘58,43'. ' 8 oting the Puschaser shall

The Vendor's Obllgetions st the Cleting At the Clesing tho Vandor shall
deliver to the Purohater recordabls transfers of s 100% rigin, dis and interest in
and to the Property in favour of the Purchaser. '

© 4.0 NOTICES 4

41

4.2

Notice: Each notica, demand or other corsmunication res%uimd or permitied o be
Klven under thla Agroement ahall be In writiag and aball be sent by prepald -
registored mell deposited in & Post Offfos iv Canada eddrested to the p ,
satitlod ta vecelve tho same, or delivered to such pasty, at the sddreas for sy
party spocifled above, Ths dato of reeedpt of such notice, demand ar other
communliaation shall be tha date of dali thereof if delivered, o7, if given by
reglieced mall 13 efcrensld, thll bs dosmed conchusively o b the tird Say SRy
the same shall have been so0 malled, &xcept in the caso of tlon of goml
aervices for m‘)i‘reason whatsoever, In which case the date cfmalrz ahall-be the
g:m ggg whioch tha notice, demand or other communication {s sctwally rectived by
the TeANsn,

Eivihnr panty may at any time and from time o time notify the other party in
writing of a cbangs of address and the now address to which nntlce shall b §
10 it thereafter until further change,

S»D - GRNEML

X1

43

8.4

35

Tolal Ap’dmnl: This Agrumeu shall superscds and replscs Iny‘ athor
ﬁugumant or wrangemant, whether oral O wrifien, heremfore existing bofwson
partics in respect of the subject matier of this Agresment,

Conssats: No consent ¢r waiver expressed or implied by eithar in rd‘reu
of eny breash or dafmlt bg the ¢ther In tho pe m{- by mp;:fymu it its
obligations horeunder shal] bs deemed or sonstrusd to be a onsent to Bf 8 waiver
of uny other breach or default,

Turther Assuranees: The parties shall Jmmptlﬂumwtt or cauds 1o be exaduted
all documents, deeds, conveyances and other lnstruments of fusther assursnco
which may be reasonably necessary or advisible to carry cut Ailly the intent of
this Agreement or to record wherever sppropriate the respective interests from
time to time of the partes in the Property. 4

Eonrement: This Agreement shall enure 10 the benedlt of and be binding upon

‘the parties and thelr respeptive auccasion and pernined asslgns.

Goveraing Law: This Agroament shall be constniad in wccordance whth the iws
in foroe from tims to time in the Province of Britth Columbla, :
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X6 .NaPmmﬁ or Agareyt The mluhmbhwcnotmdlpmnm ,
A n cgnwn':rh?mll : ent wha!l in any manner 4

the utnnr.n ont of rasantative of the other party,
nor cmtn sny n‘?ﬂ 4 g bmm:z for any purposo Whatsosver.

Nelther shnll h;vo uth 10 act for, of to asume xny obllgstions
,mpomlgmgm ebdfo‘gyo:omhupmyoxgmumyba,ﬂ'u%ﬂm’ebdmf
sgrecd upon in writing betwesn the parties or as ctharwiss expremly provided.

81 Budiuu: The hud'x:hp wectlon numbers and articlo numbers appesring In thip
attached hareto we insertad for conveniense of
manl mdthillln no way deflns, limit, conxtrue or describe the soops or

Inunt of this Asmmm Bor in any way affoct this Agmmm :

3.8  Cousterparts: This eruarit may be algned by ths pustios heveto In a8 sany
o oxfmlm! ¢5 43 may bs uscassary, each of which 3o slgaed nhmbo
desmed to be an original, and sch countérputs or facsimiles topether shall
constitute dne and the same Instrument and notwithatanding the data of exscution
will be dezmad 1o besr the date of execution st out on ﬁu &om pege of this
Agreemen

IN WITNESS WIIEREOF the partias have oxecuted tbm agremment & of the day and
your ﬂm sbova wrl

THE CORPORATE SRAL of WESTERN
CANADIAN COAL lEORP. : \

SIGNED, GHALED AND DELIVERED by
AMES, In the presence of.

——

49ZQ?UWM DL
Jm});cm B¢ Wmiweld 3

pad X291 10Uy 1p) Hoo




BCHEDULE "A"

"YEIYS Y§ SCREDULE "A" to the Ceal Propecty Acquisition Agreement dumad the 30th
day of April, 1999, betwoen Western Canadias Coal Corp. and Kevin James.

|
{
!
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ASSIGNMENT OF COAL LICENCES

"This Assignment Agreemont datad for reference the 1st dey of May, 1999.

BETWEEN:

Kevin T. Jamas, a busingssman residmg at 147 - 8400 Forest Grove Drive, Burnaby, British
Columbia V5A 4B7 .

Wastarn Caal Corp., a company incorporatad pursuant to the laws of Brilish Columbia with its
registared and records office located at 2550-555 Wast Hastings Street, Vancouver,
0.C. V6B 4N5

Kevin T, Janies, holder of Free Miner Certificate #112962, hersby assigns the coal licenses described in
Schadulo *A” altached hereto to Westem Coal Corp., holdar of Free Miner Certifi cate #140768, to hold
such llcensas and Wastarn Coal Corp. hereby accepts the assignmanit.

Kavin 1. James

. “/_, /rg
Wastorn Goal Corp. -




e Mdreyises,

Coal
Licance No,

368865
368866
368867
368868

368869
368870
368871

SCHEDULE A

093P/05

COAL LICENCES
PNG Description

Map

Reference Group Block
093P05SW 0930P/05 F
“093POSW 093P/05 F
093P0SW 093P/05 F
093P0SW 093P/05 F
093POSW 093P/05 F
093P0SW 093P/0S F
093IPOSW F

Units

45,46,55,56
47,47,57.59
65,66,75,76
67.68,77,78

89,70,79,80

.87,88,97,98

89,90,99,100




KEVIN T. JAMES

147-8400 Forest Grove Drive

Burnahy, Britiéh Columbla- -
VEA 4B7 Co

‘pnua}y 19, 1999 : ,

. Mrs. Kim Stone
Coal Administrator
Rooni 3001 - 1810 Blanshard Streat
Victoria, Britlsh Columbia

Dear Mrs. Stone: .
' Application F e
Plaase find atiached an Application for Llcenca for 7 coal licences located In .
" northeastam BC. Also attached is a chequé for $i4,616.00; whlch should cover the
applmaﬂon fae uand annual rental for about 2 048 ha. .

[f you have any questiona regarding the above, please call L.ean be reached at (604)
" ..808-2692 or (604) 420-9743. :

Thank you.

Yours truly,




N Provlnce of Biftish Columbla
Mln!slry of Energy, Mlnea and Peirolaum Resources

i l ’

APPLICATION FOR LICENCE ~ - -~
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- —= -——= -~~~ Brazion Property at <ost.

This is Exhvb;t " referred to in the
affidavit of

WESTERN CANADIAN COAL coﬁr":';c >0 e at M s
(the “Corporation”) this e ¥ of . b 2003,

CONSENT RESOLUTIONS

A Commigsfoner for laling Affidavils
t British Colurmbia

WHEREAS:

A The Corporation does not have sufficient unallocated capital to finance the acquisition of
additional Coal Licenses in the general vicinity of its current portfolio of coal properties;

B. - Kevin James and David Fawcett, directors of the Corporation, have funded and made
application for certain Coal Licenses referred to as the West Brazion Property,

C. The above referenced funding was made by Kevin James and IDI Resource Technolog:es Inc.
(“IDI), a private company owned by Dawd Fawcett, and

D. * Kevin James and IDI have agreed to grant the Corporation an option 10 acquire the West ... -

_.BEIT RESOLVED THAT:

1. The Corporation be and is hereby authorized to enter into an agreement (“the
Agreement”) with IDI and Kevin James whereby the Corporation has the option to
acquire the West Brazion Property at cost from IDI and Xevin James in exchange for
granting IDI and Kevin James a 1% royalty (in the aggregate) calculated on the selling
price per product tonne FOBT on all coal product produced from the West Brazion

Property.

2. David Fawéett, for and on behalf of the Corporation, be and is hereby authorized to
execute the Agreement.

3, These resolutions may be signed by the directors in as many counterparts as may be
necessary each of which so signed shall be deemed to be an original, and such
counterparts together, either original or facsimile, shall constitute one and the same
instrument and notwithstanding the date of execution shall be dcemed to bear the date
set forth below.

The foregding resolutions are hereby consented to by the following directors of the Corporation as

David Fawcett?*

* Due to a material interest, Messrs. Fawcett and James abstained from voting on the approval of the
Agreement ~ executed only to comply with 8. 125(3) of the Company Act (BC).
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Royalty Sharing Agreement

Present position with respect to cash and work contributed.

James Gibson Fawcett

West Brazion: $6,500 Mount Spieker: $20,000 Wolverine: $20,000
Bumt River: $6,000 Wolverine: $10,000 West Brazion:  $6,500
Work (Wolverine): $5,000 Bumt River: $6,000
James: $17,500 21.9%

Fawcett: $32,500 40.6 %

Gibson: $30.000 375%

$80,000

A royalty is to be paid to the investors for advancing the above funds. The royalty to be paid is 1 %
of FOBT port price on all produst tonnes produced from the West Brazion, Mount Spieker, and
Wolverine properties, payable o1 a quarterly basis.

Should any of the coal licenses not be granted, or Western decides to cancel any applications
before the licenses are granted, the investors will be repaic proportionately once the funds have
been returned by the Governmert.

Should Western need to apply fcr additional coal licenses and require additional funds from
investors, the break down of above percentages would be adjusted accordingly.

The funds are to be paid back to investors upon Western receiving adequate financing to advance
the projects. The cash contribution for the Burnt River property was repaid at the time of the vend-
in,

Agreed:

David Fawcett Kevin James | David Austin Mark Gibson

Date:

This is Exh)gt " D " referred to in thg

aliicavii of ...4ZX. fovaly )
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The past 16 months has been notable for establlshrng your Company ina strong

) .posmon to Iead a revrval of coal mlmng and export actlvrty from the north eastern coal .

.fuelds of Bntlsh Columbra.‘

A ‘number of factors have contnbuted‘to»thls achlevement. The prrme one rs that' e

.Western Canadlan Coal s management has had the foresrght to obtam trtle to the best -

. coal resources in the Peace Rrver coal freld at a tlme when the coal mdustry was in’ a‘

long ' errod'of recessron.

B .Thrs fore5|ght and persrstence durrng a dlfflcult perrod leaves Western strateglcally :

well placed

Extensuve coal tonnage, possnbly in excess of 250 million tonnes, has been‘

: acqurred at mmlmal cost, -
' The coal is well located in regard to Iong estabhshed townshlp, road, rail,
.‘port and power facnhtues.
"« Thelong- term declme in real prices for energy appears to have ended, with
H demand for thermal and cokmg coal Inftmg pnces to a sustainable hlgher level.
+ The consolidation of control of the seaborne coal trade is causing import-
reliant power stations and steel rnills to look for alternatives to the dominant

Australian, Indonesian and South African supply sources.

Western's.prospects have attracted new investors and allies who have committed to
subscribe sufficient funds to take the Wolverine coal deposits through to the full
feasibility phase early next year and to advance significantly Western’s pre-
development work on the Brazion coal deposits. Under a new five-year business plan,
Weste"rn aims to produce at a rate of 5 million tonnes of coal annually by 2006 and to
advance assessment of other deposits with medium to long term development
potential.

With its funding arrangements in place and a better outlook for the coal industry
generally, your Company is well placed to move forward at an even more rapid pace in

the next 12 months.

John Byrne

(Chairman)

John Byrne, Chalrman .




This is Exhibit “C” referred to in Affidavit #27 of
William E. Aziz sworn May 10, 2019 at Toronto,
Ontario.

\J\lu]cc(j Mkl

Commissioner for Taking Affidavits and
Notary Public in the Province of Ontario




D. Fawecett, Affidavit # |
Swom January 19, 2007

Y\ | $=070436

Vancouver Registry
. 9
‘ '~.\\ > .
WO y
BEPWEEN 22

E SUPREME COURT OF BRITISH COLUMBIA

DAVID FAWCETT

Petitioner
AND:
WESTERN CANADIAN COAL CORP., KEVIN JAMES and
MARK GIBSON
Respondents
AFFIDAVIT

I, David Fawecett, Businessman, with a place of business at Suite 1100 - 355 Burrard Street,

Vancouver, British Columbia, MAKE OATH AND SAY AS FOLLOWS:

1. I am the Petitioner. I am also a shareholder and former director and officer of the
Respondent, Western Canadian Coal Corp. (“Western”). I am a professional engineer by
training, and have been actively involved in the coal industry in western Canada for over
thirty years, working in senior management and executive positions since the 1980’s. [
have personal knowledge éf the matters set forth in this Afﬁdavit,‘ except for matters

stated to be based upon information and belief, which matters I believe to be true.

2. Western is a company incorporated pursuant to the laws of British Columbia, which has
its registered and records office at 2550 — 555 West Hastings Street, Vancouver, British
Columbia. Western is engaged in the business of exploration and development of coal

mining properties in British Columbia.

3. The Respondent Kevin James (“James™) is a geologist, and a former director of and.

consultant to Western. James is a party to the Royalty Sharing Agreemeént which is the

subject matter of this Petition.
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The Respondent Mark Gibson (“Gibson”) is a businessman, and is also a party to the

Royalty Sharing Agreement which is the subject matter of this Petition.

Prior to 1997, James and I acquired (indirectly through a Eompany called Ensync
Resource Management Inc.) a group of coal licences known collectively as the Belcourt
property. Between 1997 and 1999, James and I, amongst others, formed Western (and
its subsidiary, Western Coal Corp.) in order to raise public financing to explore and

develop the Belcourt property.

In the spnng of 1999, Western made an.initial public offering .of its shares through the
facilities of the Vancouver Stock Exchange. Attached as Exhibit “A” to this Affidavit is
a copy of a prospectus issued by Western in relation to that public financing, which
accurately describes the history and business of Western up to that time. The purpose of
Western’s IPO was to finance further exploration and pre-feasibility assessment on the
Belcourt property to determine whether developing a mine would be economically
feasible under contemporary market conditions. Exploration and development of the
Belcourt Property remained the principal business objective of Western until

approximately May, 2000.

The following 1s an accurate description of the management structure and responsibilities

within Western in the period from Jénuary 1999 through March, 2000:

a. I was the president of Western (and was appointed a director of Westemn in or
about September, 1999), and was primarily responsible for the administrative
management of the company; :

b. James was a director of Westemn, and was primarily responsible for geological
and technical matters;

c. David Austin (“Austin”), was a third director of Western, who was primarily
responsible for communications with investors and brokers, and fundraising on
behalf of Westemn;

d. I'had a contract, through my consulting company IDI Resource Technologies Inc.

(“IDI"), under which I was paid a management fee of $2,500 per month by
Western and $250Q per month by Western’s subsidiary, Western Coal Corp. in -
relation to the administrative work I was doing on behalf of these companies;



10.

11.

-3-

however, the actual payment of these fees was frequently deferred due to
Western’s chronic shortage of working capital;

e. James was paid fees on a contract basis, through his consulting company, Pika
Geologic Inc. (“Pika”), for geological work done in relation to the Belcourt
Property;

f Neither James nor [ had any specific mandate or was paid any remuneration to-

seek out or evaluate other exploration properties on behalf of Western.

In 1999 and 2000 international demand for coal was weak, and prices were low: Thecoal - .

industry in British Columbia was in deep recession, and there was very little investor

interest in coal exploration or deve]opmerit.

Despite poor markets and adverse business conditions in the BC coal industry, I remained
confident that the industry would evéntually recover. I believed that the depressed market
conditions created significant opportunity for anyone willing to undertake the risk of
further investment. Various operators became unwilling or unable to pay the fees
required to maintain their existing coal licences. This included licences which had
undergone considerable exploration and development work by current or previous
holdcrs. If a licence holder allows a coal licence to lapse, the subject property becomes
available to be re-licensed to the first person willing to make the application and pay the -

required fees.

During 1998 through 2000, James and I spent considerable time and effort researching
and assessing available geological data and development potential for many coal licences
which had previously been explored at some time, but which had been or might be

abandoned by the current holders.

James and I formed the view that a group of coal licences known as the Burnt River
property (_which had been extensively explored during the 1980’s by Teck Corporation)
had favourable exploration and development potential due to market changes for the type

of coal there, and the potential for a lower cost development and mining strategy. James

" applied for the Bumt River licences in January, 1999. James and I personally paid the

required application fees and expenses to acquire the Burnt River 1iccnces, which totalled

$14,616.
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We discussed the opportunity to acquire the Bumt River licences with Austin, and agreed
that we should attempt to explore and develop this property through Western.
Consequently, James agreed to assign the Bumt River licences to Western in return for
payment of $22,758.43, which included repayment of the fees and expenses we had paid,
as well as payment to James for the geological and consulting work he had done in
researching and applying for these licences. Western'’s solicitor, Pat Devlin, prepared a
formal written Coal Property Acquisition Agreément. for this transaction, a copy of which

1s attached as exhibit “B” to this affidavit.

During the balance of 1999, James and I continued to assess opportunities to acquire
additional coél licences; however, there was some doubt whether Western could or '
should invest in additional licences at that time. The principal business focus of Western
remained the exploration and development of the Belcourt property, as described 1n our
prospectus. - Substantially all of the money from the initial public offering had been spent,
or was committed towards completing the work program described in the prospectus.
David Austin advised James and 1 that there was virtually no investor appetite for
financing of coal exploration at that time, and that he did not think it would be possible
for us to raise funds to acquire licences for additional properties through Western. He
expressed doubts about whether Westemn could meet its existing commitments for the
Belcourt properties, and some concern whether Western would be able to raise money to

continue operating at all.

In or about November, 1999, another group of licences (known as the “West Brazion”
licences) became available. James and I considered the West Brazion licences to
represent a favourable opportunity, and were interested in acquiring and developing the
West Brazion licences regardless of whether this could be done through Western. We
applied for these licences in the name of Elizabeth James (the spouse of Kevin James).
James and | each paid half the licence fees, which totalled approximately $13,000. We
told Austin that we were applying for the Wes: Brazion licences and between December,
1999 and February, 2000, David Austin, Pat Devlin, James and I had continuing
discussions about whether Western could or should acquire these licences from James

and me.
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Meanwhile, in late 1999 and early 2000, James and I identified several other promising
coal properties which we felt should be acquired. These consisted of three properties
known together as the “Wolverine” group of licences (individually, the “Mt. Spieker”,
“Perry Creek” and “Hermann” licences), which were located near the existing Quintette
mine. The Mt. Spieker property had previously undergone considerable development
work by Teck Corporation and Ranger Oil, but had been abandoned for some time. It
now appeared likely that some time in February or March, 2000 Teck was going to forfeit
the Perry Creek and Hermann licences as well. T amés and I believed that together these
licences represented an opportunity to acquire significant holdings with good resource
potential and a desirable location - immediately adjacent to BC Rail’s Tumbler Ridge

line. If possible, we hoped to acquire these properties through Western.

In late January, 2000, Austin identified Mark Gibson, a business associate of his, as an
mvestor willing to assist Western in acquiring additional licences. Pursuant to.a written
agreement dated January 28, 2000 (the “Gibéon’Agreemem”), Gibson agreed to provide
$20,000 to fund Western’s application for the Mt. Spieker licences. In return, Gibson
obtained the right to acquire a 20% working interest in the Mt. Spieker property when the
licences were issued to Western. He .also had the contingent right and obligation to
participate in any joint venture Western might enter into on the Mt. Spieker property.
The Gibson Agreement also granted Gibson a royalty on coal produced.from any of the

Mt. Spieker licences. A copy of the Gibson Agreement is attached as exhibit “C? to this

_affidavit.

James and I continued our discussions with Austin and Devlin about whether Western
wished to acquire the West Brazion licences, which remained under application in the
name of Elisabeth James. Sometime in mid-February, 2000, James and I agreed to grant
Western an option to acqﬁire the West Brazion licences from us at cost (i.e., by paying us
our out of pocket costs for acquiring the licences) in exchange for a 1% royalty on any
coal produced by Western from thése licences in futuré. Neither James nor I ever loaned
money to Western to acquire the West Brazion licences. Western’s obligation to repay
our out of pocket expenses arose pursuant to its exercise of the option to acquire our

interest in the licences. I understood that Western’s agreement to grant us a royalty in
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relation to the option was intended, at least in part, to compensate us for our initiative and
work in identifying, assessing and acquiring the rights to these licences, for which we
received no other remuneration from Westem, and agreeing to give up our interest in

these licences at cost.

After we agreed to option the West Brazion licences to Westemn, Pat Devlin prepared a
consent resolution of Western’s directors to authorize.the transaction, a copy of which 1s

attached as exhibit “D?” to this affidavit.

Attached as exhibit “E” to this affidavit is a copy of a press release issued by Westem on
February 24, 2000 announcing, amongst other things, the terms of Western’s option to

acquire the West Brazion licences from James and me.

James continued to monitor the status of the 'Wolverine licences. Sometime in February,
2000 he advised us that Teck had, in fact, failed to renew the Perry Creek licences.
James, Austin, and Devlin and I continued to discuss whether and how Western might'be
able to acquire the remaining Wolverine licences. We anticipated that Western would

need about $30,000 more to apply for the Perry Creek and Hermann licences.

Gibson became involved in these discussions as a potential source of further funds. In the
course of our discussions, Gibson also expressed some dissatisfaction with the terms of
the Gibson Agreement. I recall him saying he was concerned about having a separate
interest in only soxﬁe of the licences that Westemn was acquiring, when Western would

have unilateral control over which of the new properties might be explored and

developed, when, or in what order. He felt it would be preferable to have a shared interest

in all of the new licences acquired or to be ecquired by Western. He suggested that in
conjunction with any agreement 'to provide further funding to enable Western to acquire
the Perry Creek and Hermann licences, we (Gibson, James and I) should be pooling our
several interests in the West Brazion and Mt. Spieker licences, and creating a shared

interest in all the licences acquired or to be acquired.

Eventually we reached a new agreement (the “February Agreement”), under which

Gibson and 1 agreed to provide a further $30,000 to be used by Western to apply for the
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Perry Creek and Hermann licences. In addition to providing more money for new licence
applications, Gibson gave up his royalty and night to acquire a working or joint venture
interest in the Mt. Spieker licences under the Gibson Agreement. James and I gave up our
right to acquire a separate royalty interest in the West Brazion licences if Western
exercised the option to acquire them. In return, Western agreed to grant a 1% royalty
which would apply to coal produced from any of the West Brazion or Wolverine licences
which it acquired, and which would be shared between Gibson, James and me in
proportion to our respective contributions to the écquisition\ of these licences; once

determined

Attached as exhibit “F” to this affidavit is a copy of a summary of the basic terms of the
royalty we negotiated as part of the February Agreement. ‘I prepared this document
around the time the February Agreement was negotiated. The table at the top of this
document details the basis upon which Gibson, James and I agreed to shére the 1%
royalty between us. For the purposes of allocating of the royalty, we agreed to recognize

the following contributions:

(a)  the out of pocket expenses paid by James and me to apply for the West Brazion
licences ( $13,000 which would become payable if the licences were granted, and

Westem exercised the option to acquire them);

(b) a portion of the amounts paid by James and me to acquire the Bumt River
licences ($6,000 to each of James and me, which was part of the amount Western
paid us when we assigned the Bumt River licences ~ see paragraphs 11, 12 and

exhibit “B”, above),

(c) the $20,000 previously provided to Western by Gibson to apply for the Mt.

Spieker licences under the Gibson Agreement;

(d) the new amounts of $10,000 and $20,000 being provided by Gibson and myself,

respectively, to apply for the Perry Creek and Hermann licences; and -

(e) An amount of $5000 reflecting the value of the work James did to assist Western

in assessing and applying for the Wolvenne licences.
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Pursuant to the Februery Agreement, Gibson and I provided the further $30,000 required

by Western to apply for the Perry Creek and Hermann licences.

At the time we reached the February Agreement, the actual amount of money provided to
Western to apply for the Wolverine licences totalled $50,000. We were not yet certain
whether any of these applications would be successful. We agreed that if any of these

licences was not granied (or an application was withdrawn by Western) Western would

_return any refunded épplicatibn fees to the investors (1.e. myself, James and Gibson) in

proportion to our intersst in the royalty. The money would be retumed to us upon receipt

from the government.

On or about June 15, 2006 I faxed a copy of my summary of the terms of the royalty
provided for under the February Agreement (exhibit “F"") to Pat Devlin, and directed him
to prepare a written agreement to confirm the terms of the royalty and our agreement
respecting sharing of the royalty. A copy of my faxed direction to him (which attached
exhibit “F”) is attached as exhibit “G” to this affidavit.

Pursuant to these instructions, Pat Devlin prepared the Royalty Sharing Agreement, a
copy o-‘f which is attached as exhibit “H” to this affidavit. Mr. Devlin also prepared a
consent resolution for the directors of Western, authorising Western to enter into the
Royalty Sharing Agreement, a copy of which is attached as exhibit “I” to this affidavit.
Mr. Devlin prepared these documents to reflect that they were made as of March 31,
2000, although they ware not executed until sometime in June. I don’t recall any specific
discussion about the point, but I believe that this was intended to reflect the fact that
Western’s obligations under this agreement arose prior to the end of Western’s preceding
fiscal year. Western’s obligations under the Royalty Sharing Agreement were recorded in -
Western’s audited financial statements for the year ended March 31, 2000, which were

being prepared around the same time.

In the meantime, there were significant changes in Western’s business focus in April and
May, 2000. Western received the results of its feasibility study on the Belcourt property,
which indicated that it was not economically feasible to develop a mine on the property

under then current market conditions. Western discontinued development work on the
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Belcourt property, and announced its intention to focus efforts on the Wolverine project
and the Bumnt River project (which included West Brazion). In May, 2000 Western was

able to negotiate private placement financing in order to advance these new projects.

At the time we negotiated the February Agreement, we contemplated that if the licence
applications were withdrawn or rejected the monies which Gibson and I provided to
Western to apply for the Wolverine licences would be returned immediately. With.

respect to such of the Wolverine licences as were actually granted, the monies provided
to fund those applications would be repaid to us when Western raised sufficient financing
to advance the projects (see exhibit “F”). These intentions are reflected in the formal

Royalty Sharing Agreement prepared by Pat Devlin (see exhibit “H”, ss. 4.2 and 6.1).

I cannot now recall any specific disqussion about the wording of section 6.1 of the
Royalty Sharing Agreement. However, I believe Pat Devlin suggested we clarify that the
question whether Western had adequate financing to repay us was subject to the
reasonable discretion of the company, but also provide an effective deadline for
repayment by March 31, 2002. In addition, my undergtanding of 5. 6.1 was that, insofar
as the repayment obligation related to the “Wolvenine and Mount Spieker” properties,
this was subject to the obligation iri s. 4.2 to simply return ény money we had provided to
apply for any licences which were not granted. Likewise, with respect to West Brazion,
no funds had yet been advanced to Western and any refunded application fees would go
directly to the applicant, Elisabeth James — the repayment obligation would only arise if
the licences were granted to Elisabeth J ames, and then assigned to Western. In either
event, the repayment terms in s. 6.1 were not intended to apply until Western had actually

acquired the licence(s) to which the “funds advanced” were applied.

Mr. Devlin also sﬁggested we include s. 4.3 of the Royalty Sharing Agreement in order to
protect the interests of the invéstors in any licences actually acquired by Western. As
discussed above, these licences remain subject to periodic renewal obligations, involving
significant expense. In the event that Western actually acquired any of the licences, but
then proved unwilling or unable to develop or maintain the licensed properties, Gibson,

James and I retained the right to recover the licences on our own behalf.
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As events transpired, the repayment obligation provided in s. 6.1 of the Royalty Sharing
Agreement never became applicable to any of the “funds advanced”. This is because, a$ a
condition of the private placement financing negotiated by Western in May, 2000, the
new investor, John Byrmne, required that certam liabilities recorded on Western’s balance
sheet be settled on a shares-for-debt basis (at a price of $0.30/share, rather than the

$0.20/share he was paying under the private placement). This included the amounts

-- provided by Gibson and me to fund the applications for the Wolverine licences, which

were apparently recorded simply as debt obligations in Western’s financial statements. I
am advised by James and believe that he believes that any claim he had for payment for

the work he did to assist Western-in assessing and applying for the Wolverine licences

was settled in this shares-for-debt transaction.

Attached as exhibit “J” to this affidavit 15" a copy of the consent resolution of the
directors of Western, dated June 19, 2000, authorising the shares-for-debt settlement with
Gibson and me. On or about July 11, 2000, Western issued shares under the shares-for-
debt settlement, which included 100,000 shares to Gibson relating to the $30,000 he paid
to fund licence applications by Westem, and 66,667 shares to IDI, relating to the $20,000
I paid to fund licence applications by Western. This transaction effectively .extinguished
our nghts to return or repayment of these funds under the February Agreement, as
reflected in the Royalty Sharing Agreement. There was no provision to rescind any part
of our shares-for-debt subscriptions if amy of the Wolverine licences was not

subsequently granted.

The shares—for—debt settlement did not affect the amount of $13,000 which James and 1
had paid to apply the West Brazion licences. ‘Western hadn’t yet exercised its option to

acquire them, so this money was not yet owed to us.

I have had the opportunity to review paragraphs 6, 10 to 12 and 18 of (and exhibits “C”,
“D”, “E” and “I” to) Affidavit No. 2 of Fausto Taddei swomn September 19, 2005 in
Supreme Court of British Columbia, Vancouver Registry Action No. L050703 (the
“Tadder Affidavit”). A copy of the ‘.Taddei Affidavit is attached as exhibit “K” to this
affidavit. On the basis of Mr. Taddei’s evidence 1 believe thﬁt: |
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(1) Western applied for the Mt. Spieker licences on February 2, 2000;
(11) Western appli'ed for the Perry Creek licences on February 22 and April 17, 2000;
(1)  Westemn applied for the Hermann licences on March 24, 2000;

(iv)  the West Brazion licences were issued to Elisabeth James on August 11, 2000;

“(v)  'he Perry Creek licences were issued to Western partly on August ‘11, 2000 and

partly on December 18, 2000
(vi)  the Mt. Spieker licences were issued to Western on October 30, 2000;

(vil) the West Brazion licences were assigned to Western by Elisabeth James on or

about November 20, 2000
(vii1) the Hermann licences were 1ssued to Western on December 18, 2000; and

(ix) James and I were reimbursed by Western for our out of pocket expenses to

acquire the West Brazion licences on or about May 28, 2001.

Counsel has brought to my attention the fact that s. 2.1 of the Royalty Sharing Agreement
says that Western agrees to pay a royalty to James, Gibson and I “as consideration for
advancing the funds”. While it is true that advancing funding for certain licence
applications was part of the consideration for the rbyalty, I do not consider (and did not
understand at the time) that this was intended as a complete or exhaustive statement of
the consideration we provided for the royalty. Under the February Agreemént, in order to
induce Gibson and me to provide $30,000 to fund the Perry Creek and Hermann licence
applications, David Austin agreed on behalf of Westem to grant the 1% royalty provided
for in the Royalty Sharing Agreement, and to allocate it amongst Gibson, James and I in

the manner we had agreed. I understood the consideration for this agreement to include:

a) Gibson’s surrender of his rights under the Gibson Agreement, including
his right to acquire a 20% working interest, his potential joint venture

interest, and his separate royalty interest in the Mt. Spieker licences;
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b) agreement by James and me to give up our separate royalty interest in the

West Brazion licences;

c) my agreement to provide$20,000 to Western to fund further licence

applications;

d) .Gibson’s agreement to provide a further $10,000 to Western to fund

further licence applications; and

e) reward to James and I for our initiative and work in 1dentifying and
assisting Western in acquiring the subject licences, for which we were not

otherwiss compensated by Western.

The Royalty Sharing Agreement was drafted by Pat Devlin, Western’s corporate
solicitor, approximately 4 months after the February Agreement was negotiated. None of
Gibson, James or I was separately represented. I was relying on Mr. Devlin to prepare an

agreement to give effect to the bargain we had struck in February.

As will be apparent from the foregoing, the characterisation of amounts, totalling
$80,000, as funds “advanced...to the Company” in's. 1.1 of the Royalty Sharing
Agreement is not strictly accurate. The amounts referenced in this section represent
amounts contributed directly or indirectly by the royalty holders to assist Western in
acquiring the “Properties” (which included Bumnt River). Of these amounts only $50,000
had actually been paid to Western to fund applications for licences which were subject to -
the royalty, and any par: of this money not required to acquire a licence was to be
immediately refunded. Gibson and I had agreed to accept shares in relation to this part of
our investment before the repayment term in s. 6.1 of the Royalty Sharing Agreement

ever became applicable to any of the “funds advanced”.

The amounts recited in section 1.1 of the Agreement accurately confirm the recognized
contributions of the royalty holders for the purpase of allocating the royalty between

them.
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The terms of ss.1.1 and 2.1 of the Royalty Sharing Agreement presumably represent Mr.
Devlin’s interpretation of the written instructions I provided to him in June, 2000 (exhibit
“F). I don’t recall any discussion about the specific wording of these provisions. I did
not consider these provisions to be iﬁconsistent with what we had agreed in February, and
did not understand that these provisions were intended to alter the tefrns of the antecedent

transactions leading up to the February Agreement, or the amounts owing to the Royalty

Holders from those transactions. The actual amounts owing by Western to the Royalty . . . . ...

Holders were paid or settled as described above.

On March 21, 2005, Westemn petitioned this Honourable Court for an Order that the
Royalty Sharing Agreement be set aside pursuant to Section 150 (2) of the Business
Corporations Act, S.B.C. 2002, c. 57. A copy of Western’s petition is attached as exhibit
“L” to this Affidavit. |

On February 24, 2006, the Honourable Mr. Justice Tysoe dismissed Western’s petition. A
copy of the order dismissing the Petition is attached as exhibit “M?” to this Affidavit. A

copy of the Reasons for Judgment of Mr. Justice Tysoe is attached as exhibit “N” to this
Affidavit.

Western appealed from the order of Mr. Justice Tysoe, but abandoned the appeal shortly

before it was scheduled to be heard.

On October 23, 2006, Western issued a press release announcing that it had abandoned
the appeal; however, Western also stated its belief that the royalty provided for under the

Royalty Sharing Agreement represents “a return on ... loans”, and that consequently:

“Based on Western’s assessment of the matter and its interpretation of Section
347 of the Criminal Code of Canada, it would ... be illegal for Western to pay, or
for the royalty holders to receive, a return which exceeds 60% per annum
(compounded) for the period during which the loans were outstanding. Western
expects that sales from the Wolverine Mine in the third and fourth quarters of
Western’s 2007 fiscal year (i.e. to March 31, 2007) will exceed C$50 million, so
that payments under the RSA aggregating up to C$500,000 in the first half of
2007 would reach the limit of permissible payment, aftér which any further

- obligation under the RSA would be illegal and unenforceable.”
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On December 29, 2005, Western made a payment to me for the quarter ended December
31, 2006 - the first payment made to me under the Royalty Sharing Agreement. The
covering letter enclosing that payment represented that the total royalty accrued in the

quarter was $406,553.10, and I was paid 40.6% of this amount, or $165,060.56.

Nevertheless, Western has not announced any change to the position described in its

press release of Octobzr 23, 2006, and I understand that Western maintains its intention

‘to stop paying the royalty at the point it considers that further payment would violate

section 347 of the Criminal Code of Canada. I am advised by Gibson (indirectly, through
counsel) and believe that Western withheld a portion of the royalty amount due to him for
the quarter ended December 29, 2006, on the basis that receipt of the payment by Gibson

would contravene Sec:ion 347 of the Criminal Code of Canada.

I swear this affidavit in support of the relief claimed in the Petition herein. I have read the
Petition and to the best of my information anc belief the facts set forth in the Petition are

true.

S AT

Name (Print): / Toun FORSTRoM

A Commissioner for taking Afﬁdavxts in the
Province of British Columbla

David Fawcett

N N N N N N N N



AMENDMENT #1
TO PROSPECTUS DATED DECEMBER 17, 1998

THIS PROSPECTUS CONSTITUTES A PUBLIC OFFERING OF THESE SECURITIES ONLY IN THOSE
JURISDICTIONS WHERE THEY MAY BE LAWFULLY OFFERED FOR SALE AND THEREIN ONLY BY
PERSONS PERMITTED TO SELL SUCH SECURITIES. NO SECURITIES COMMISSION OR SIMILAR
AUTHORITY IN CANADA HAS IN ANY WAY PASSED UPON THE MERITS OF THE SECURITIES OFFERED
HEREUNDER AND ANY REPRESENTATION TO THE CONTRARY IS AN OFFENCE. THE SECURITIES
OFFERED HEREBY HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE U.S. SECURITIES
ACT OF 1933 AND MAY NOT BE OFFERED OR SOLD WITHIN THE U.S. OR TO U.S. PERSONS.

INITIAL PUBLIC OFFERING ' Dated: February 4, 1999
' Effective Date: February 5, 1999

o

WESTERN CANADIAN COAL CORP.
(the “Company™)

This iz Exhigit ® /‘? ? referred 1o i~ tha

Suite 200, 580 Hornby Street 2ficavit of Nt o Fororciz?s
Vancouver, BC V6C 3B6
Telephone: (604) 608-2692

cworn bzizro me at ]/’//"M“**/, ~SC

wis L3 aay of (//'“.‘:ﬂ:.. OO
OFFERING: 1,100,000 Shares 27
PRICE: $0.65 per Share A Cc,r.“/“(fis'sioner fof taking Affidavits
) tor Briish Columbia

The Company-is offering to the public through the facilities of the Vancouver Stock Exchange (the “Exchange™) 1,100,000
common shares of the Company (the “Shares™).

Agent’s ‘Net Proceeds
Price to Public™ Commission™ . to the Company®
® ® ®
Per Share: 0.65 0.04875 0.60125
Total: 715,000 53,625 661,375
Notes: -
1) The price to the public was esteblished pursuant to negotietions between the Company and IPO Capital Corp. (the “Agent™).
) The Agent will also reccive a corporate finance fee of 25,000 common shares of the Company, which shares are being qualified under this prospectus.

In consideration for.guarantecing the Offering, the Agent will reccive that number of Agent’s Warrants equal to 15% of the Shares sold under the
Offering. Each Agent’s Warrant will entitle the holder to acquire onc sharc for 18 months from the date of issue of the Agent’s Warrants at g purchase
price of $0.65 per share during the first 12 months of the exercise period and at & purchase price of $0.75 per share during the last 6 months of the
exercise period. The Agent's Wamants and underlying shares are being qualified under this prospectus. In addition, the Agent will be paid a
sponsorship fec of $15,000 plus GST on completion of the Offering. The Company has paid a retainer of $10,000 to the Agent to cover the Agent’s
costs related to the Offering, which costs will be paid out of the retainer from time 10 time, and any unused portion of the retainer wnll be retumed to
the Company upon closing of the Offering. See “Plan of Distribution™.
3) Before deduction of the costs of this issue estimated at $75,000.

The Exchange has conditionally listed the securities being offered pursuant to this prospectus. Listing is subject to the
Company fulfilling all the listing requirements of the Exchange on or before March 17, 1999, including prescribed
distribution and financial requirements.

* There is currently no market for the Company’s sccurities nor is there any organized market through which the securities:
may be sold. The securities of the Company must be considered speculative securities as the Company is in the exploration
stage with respect 1o its properties. AN INVESTMENT IN NATURAL RESOURCE COMPANIES INVOLVES A



SIGNIFICANT DEGREE OF RISK. THE .DEGREE OF RISK INCREASES SUBSTANTIALLY WHERE THE

COMPANY’S PROPERTIES ARE IN THE EXPLORATION AS OPPOSED TO THE DEVELOPMENT STAGY
SEE “RISK FACTORS™. 7

Reference is made to “Description of the Securities of the Company Being Offered” and *Plan of Distribution™ for a-detailed
description of the offered Shares, the requirements for subscription and the commissions and fees payable thereon.

Upon completion of the Offering and the issuance of the Shares. the securilies offered by this prospectus.will represent
15.7% of the shares of the Company tlien outstanding, the aggregate number of voting securities-that wilt then be held-bs the

“public ‘will be 2,586,250 shares (37.0%) as compared to 4,408,313 shares (63.0%) that will then be dircctly or ind'rr)écu
owned by the promoters. insiders, performance escrow shareholders of the Company and the Agent. as a group Scf:

“Aggregate Ownership of Securities” and “Options and Other Rights to Purchase Shares™. '

No person is authorizéd:by the Company to provide any information or to make any representation other than those contained

in this prospectus in connection with this issue and the sale of the securities offered by this prospectus.

WE, AS AGENT, CONDITIONALLY OFFER THESE SECURITIES SUBJECT TO PRIOR SALE. (F. AS AND WHEN

ISSUED BY THE COMPANY IN ACCORDANCE WITH THE CONDITIONS CONTAINED IN THE AGENCY

AGREEMENT (SEE “PLAN OF DISTRIBUTION™). ‘ :

IPO CAPITAL CORP.
~ "Benfall Tower3
Suite 3000, 595 Burrard Street
Vancouver, BC V7X 1L4
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PROSPECTUS SUMMARY P

This is a summary only and is qualified in iis entirety by the more derailed information and financial statements,
including notes thereto, contained in the body of this prospectus. Capitalized terms appearing herein and not
otherwise defined have the respective meanings ascribed 1o them elsewhere in this prospectus.

All dollar amounts in this'prospectus are expressed in Canadian dollars except where otherwise indicated.

The Companv

The Company is a British Columbia company. Through its wholly-owned subs:dxary, Western Coal Corp ("WCC™), it
carries on the business of exploring and developing coal’ licenses in British Columbia. WCC also has a wholly owned’
subsidiary, Ensync Resource Management Inc., which is CUrremly inactive. See “The Company” on page 1.

WCC owns 21 coal licenses which are contained within four. blocks, the Holtslander, Red Deer, Huguenot and Omega
blocks, located. along the Rocky Mountain Foothills belt of northeastern British Columbia, which licenses are
commonly referred to as the “Belcowrt’ Property”. The Company will be focusing itsefforts on explorauon and
development of the. Belcourt Property. See “The Company's Princ: pal Property - The Belcourt Property” on page 4.

WCC also owns eight coal licenses lccated in the Rocky Mountain Foothills belt of northeastern British Columbia,
which licenses are contained within the Saxon East block and wh:ch licenses are commonly referred to as the “Saxon
East Property”; two coal licenses located in the Kootenay lanc ‘district: in southeastern *Brifish-{Columbia, which
licenses are commonly referred to as the “Lillyburt Property”; and four coal licenses located in the Liard Mining
Division in British Columbia, which licenses. are commonly referred to as the “Brazion Properly See “Other
Properties” on page 43. .

The Offering
Share Offering: 1,100,000 Shares. -
Price per Share: 30.65.
Total Offering: : $715,000.

See “Plan of Distribution” on page 59.
Use of Proceeds

The net proceeds from the sale of the Shares will be $661,375 (being gross proceeds of $715,000 less the Agent's
commission of $53,625), which together with the Company’s working capital deficiency as at December 31, 1998 of
approximately $(30,745), for a total of $630,630, will be used to pay the estimated costs of this issue ($75,000), the
sponsorship fee due to the Agent ($15,000), the work program on the Belcourt Property ($253,000), coal license
maintenance payments (365,400) and administrative costs and una:located working capital to fund ongoing operations
($222,230). See ““‘Use of Proceeds” on page 45.

Manapement

Management of the Company consists of David Fawceltl, President, CEO and a director; (Douglas) David Austin, a
director: Kevin James, a director; Conrad Swansen, a dircctor; and David Rafiery, Secretary and CFO. Mr. Fawcett,
P.Eng., has approximalely 24 ycars of mining engineering experience and has worked as an independent consultant
for the past seven years, specializing in coal properties. From 1993 10 1996, Mr. Fawcetl was the President of
Globaltex Coal Corporation, a wholly-owned subsidiary of Globallex Indusiries Inc., a public company trading on the
Exchange, which company was involved in development of coal opcrations. From 1996 to present, Mr. Fawcelt has |
acted as Chief Operating Officer of Pine Valley Coal Lid., a private company involved in coal development, which is

the operator of a. joint venlure among wholly-owned subsidiaries of BC Rail, Mitsui Matsushima Co. -Lid. and



Mr. Austin has approximately 15 years administrative experience with public companies and is currently a director of
two other reporting companies, one which owns mineral and coal properties and the other which is currently inactive
and seeking an acquisition. [n addition, Mr. Austin maintains a management position with BC Ferry Corp., whlch he
has been employed with since 1974, Mr. James, P.Geo., is a professional geoscientist with 17 years experience in
mining and exploration, specializing in coal properties. During the past ten years, Mr. James has been a consulting
geologist, prior to which time he acted as geologist for Quintette Coal Limited from 1982 to 1987 and as exploration
geologist for Denison Mines Limited from 1981 to 1982. Mr. Swanson has over ten years of public company
~ experience and is currently the President and a director of a public company which owns mineral and coal properties

and a director of another public company which is currently inactive and seeking an acquisition. Mr. Raftery, C.A.,
warked for 21 years with Placer Dome Inc. and Wharf Resources Ltd., in Canada and internationally, during which
time Mr. Raftery was'a senior manager with Placer Dome Inc. and the Treasurer for Wharf Resources Ltd.  Since
1986, Mr. Raftery has been in public practice with emphasis on public companies. Mr. Raftery is currently a director of
three other reporting companies. See “Management” on page 48. -

Risk Factors

investment in the Shares involves certain risks. Prospective investors should consider carefully, among other things,
that the Company's exploration of its properties involves significant risks. The Company’s properties are in the
exploration stage. Any mines that may be develeped on the Company’s coal properties are generally subject to certain
types of risks and hazards, including environmental hazards, industrial accidents, unusual or unexpected rock
conditions, the risk of subsidence, flooding and other acts of God. The Company is not currently operating profitably
and is not expected to do so until production is achieved on the Belcourt Property. The marketability of coal will be
affected by numerous factors beyond the control of the Company (eg., market fluctuations, proximity and capacity of
coal markets and government regulations). The Company’s coal licenses may be affected by native land claims or
govemment regulations. 1f the Company’s exploration program is successful, future funds will be required for further
exploration and development. The only source of future funds presently available is through the sale of equity capital
or the offering by the Company of an interest in all or some of the properties, but ‘there can be no assurance that either
of these avenues will result in sufficient funds. The price of coal is dependent on market conditions and are affected by
numerous factors beyond the control of the Company, including internationa! economic and political trends,
expectations of inflation, currency exchange fluctuations (including the US dollar relative to the Canadian dollar and
other currencies), interest -rates, global or regional .consumption .pattemns, speculative activities and increases in
production due to improved mining and production methods. The supply of and demand for coal is affected by varicus
factors including political events, economic conditions and production costs in major coal producing regions. See “Risk
~Factors™ on page 45.




MEASUREMENTS

Conversion into imperial equivalents is as follows:

To imperial
To convert measurement units Multiply by
~hectares " deres 247
metres feet 3.281
kilemetres miles 0.621
tonnes : toris 1.102 '
CURRENCY

- The Compa’ny’é- accounts are reparted -in- Canadian dollars. lii tliis prospectus, all-amounts are stated. iri
:‘Canadian-dollars except where otherwise indicated. : .

GLOSSARY
In:this prospectus the following terms shall have the following m=anings:
sidb: Air-dricd basis.

adit: ‘ A near' .honzoptal passage from the surface by which a mine is entered. A shor( adit may be used to obtam
T ’ unoxld d bulk samplcs ofa coul seam during cxpl:ratnon

‘Agency -t The agency agreement dated Janudry 27, 1999, entered into between the Agent and the Company with respccl to
Agreement:: the Offer\ng

Agent: . IPO Capltal Corp . : ) ‘ -
ANFO: Ammonium Nitrate and Fuel Oil — a bulk explosive..

anticline: A fold that is convex-upward.

anticlinorium: A series of anticlines and synclines so arranged structurally that together they form a general argh or anticline.
argillite: A rock derived either from siltstone, claystone, or shale, that has undergone. a somewhat higher degree of

induration than is present in those rocks.

ASTM: Ametican Society for Testing and Materials. ASTM Standards are commonly epplied in coal testing in North
- America.

asymmetrical fold: A fold in which one limb dips more steeply than the other.

attrition: The wear that rock (coal) particles in transit undergo through mutual rubbing, grinding, knocking, scraping, and
bumping with resuhiant comminution in size.

basal: " Descriptive of an initial stratigraphic unit overlying an unconformity.

BCM; bem: Bank cubic metre.

BCM:tonne: Expression of strip muo bnnk cubic mcms ofo erbirrdes

Belcourt Propcrty:



box fold:

Brazion Propcrty:

calcareous:

carbonaceous:

chert:
claystone:

cm:

Coal Assessment

Report:

~ coal license:

Company:
Company Act:

-concretions:

conglomerate:

Cretaceous:

cross-bedding:

cross-section:
ddpm:
deltaic:
deposition:
detrital:

dilatation:

dip:

dmmf:

drag fold:

drill core:

Effective Date:

Ensync:

Escrow Agent: .

A fold in which the broad Nat top of an anticline (or broad Nat bottom ofa syncline) is bordered on cither side by
steeply dipping limbs.

Has the meaning ascribed to it under “Other Properties - Brazion Property”.
A substance that contains calcium carbonate.

Carbon or graphite beaning, as in rock. The carbonaceous sediments include original organic tissues and
subsequently produced derivatives of which the composition is chemically organic.

A hard, cxtremely dense or compact, microcrystalline or cryptocrystalline sedimentary rock.
Rock in which much clay is present or which is largely composed of clay particies.

Centimetre.

A detailed report on exploration programs conducted on mineral (coal) property in British Columbia; includes:

interpretative and analytical results.

A coal land tenure term used in British Columbia 10 signify a block of land granted to the holder which is
maintained in good standing by payment of annual fees to the Govenment. .

Western Canadian Coal Corp., a British Columbis company.
The Company Act (Bntish Columbia). 5

A nodular or irregular concentration of certain constituents of sedimentary rocks; developed by the localized,
deposition of matenal from solution.

A coarse-grained clastic sedimentary rock, composed of rounded to subangular fragments, set in a fine-grained
matrnix.

A geological period between 66 and 135 million years ago.

The arrangement of laminations of strata transverse or oblique to the main planes of stratification of the strata
concerned.

A profile portraying an imcrpfeta(ion(;afa vertical section of a deposit explored by geological methods.
Dial diversions per minute; the unit of measurement in the coal analysis test “Gieseler Plasticity™.
Descriptive of depositional environment that forms a delta,

The laying down of poténtial rock-forming matenal; sedimentation.

Descr‘iptivc'of minerals occurring in scdimentar).' rocks, which werc derived from pre-existing rocks.

Deformation that is change in volume, but not in shape. Commonly refers 1o a rheological test (coal quality test)
on coal samples.

The angle at which a stratum or any planar feature is inclined from the horizontal. The dip is at a right angle to
the strike.

Dry mineral matter free.

Minor folding of strata slong the walls of a fault in which the “drag” of displacement has produced flexures in
the beds on either side.

Sample of rock (coal) obtained in core drilling.

The date & receipt for the final ‘prospcctus is issued by the British Columbia Sccuritics Commission, being
December 17, 1998. o

Ensync Resource Management Inc., a British Columbia company which is the wholly-owned subsidiary of WCC.

Montreal Trust Company of anda.

>



Escrow
Agreement:
Exchange:

fault:
fixed carbon:
fluidity:

fold:
footwall:
fossiliferous:
FSI:
geophysical
logging:

glauconitic:’

Gu‘aran‘tee;
ha:

hanging wall:
horizon:

hvb:

isoclinal fold:
km:

lens:

Lillyburt
Agreements:

Lillyburt Property:

Listing Day:
lithic, Lithologic:

lithology:

lvb:

m:

mBCM:
mc(nllgrgical coal:

mm:

The escrow agreement dated September 30, 1998, among the Escrow Agent, the Compeny, David Fawcett, Kinder
Deo, Kevin James, Coarad Swanson, (Douglas) David :Austin, Mehmoud Afsharian, Ashia Investments and David
Raflery. .

The Vancouver Stock Exchange.

A fracture in a rock where there has been displacement of the two sides relative to one another parallel to the
fracture.

In the case of coal, the solid residue other than the ash, obtained by destructive distillation, determined by
definite prescribed methods.

Commonly refers to the result from the “Geiseler Plasticity” test on.coal samples - a rheological test (coal quality
test) used on metallurgical coals.

A'bend or undulation in strata caused by compression.. =~ T
The mass of rock beneath a coal'seam, fault planc, or vein.

Containing organic remains or fossils.

Free Swelling Index:” A nmieasure of a:coal's caking tapacity; with respect to metalluigical cosls, an important
indication of its potent.al for coke making;, a coal quﬂlity test.

Refers to the use of down hole geophysics to measure certain aspects of the strata through which the dnll hole
passes.

Containing glauconite, a green mineral closcly related to the micas: commonly occurs in sedimentary rocks of
marine ongin.

Has the meaning ascribed to it under “Plan of Distribution”.
Hectare.
The mass of rock above a coal seam, fault plane, or vein.

An interface indicative of a particular position in a strat:graphic sequence.

“High-volatii¢ biturniiious.

A fold the limbs of whizh have parallel dips.

Kilometre.

A body of rock or coal thick in the middle and thin at the edges. -

The scquisition agréement dated November 27, 1997, between  the Company and Morris Geological Co. Ltd.
togcther with the acqu:smon agrcement dated Novcmbcr 27, 1997, between the Company and G.S. Rccves
Associatés Internationa’ Ltd. '

Has the meaning ascribed to it under “Other Properties - Lillyburt Property”.

The day on which the Company's shares arc listed, posted and called for trading on the Exchange.

Refers to sediments or rocks in which rock fragments are more important proportionally than {cldspar grains.

The description of rocks on the basis of such rock chanmicteristics ss colour, mineralogic composition, and grain
size.

Low-volatilc bituminous.

Metre.

Million bank cubic metres.

Coal used in iron-making processes; also referred to as “coking .coal".

Millimetre.



mt:
mtpy:
mvb:

Offering:

Offering Day:

open-pit:
outcrop:

oxide:

Paleozoic:

parting:

petrography:

plunge:

~ Pooling
Agreement:

proximate
analysis:

Qualification
Report:

quartzite:

rank:

raw coal:
refllectance:

Regulatory
Authorities:

reserves:

resources:

rheological:
sandstone:
Saxon East

Property:

segm:

Million tonnes.

Million tonnes per year.

Medium-volatile bituminous.

The offering and sale of the up to 1,100,000 Shares pursuant to this prospectus.
Has the meaning ascribed to it under “Plan of Distribution™.

A mine working or excavation open to the surface.

The exposure of bedrock or strata projecting through the overlying cover of soil.

" Also oxidized; with reference to coal, the alteration of the coal’s charactenstics by weathering and exposure to

oxygen.
An era of geologic time from about 570 to about 225 million, years ago.
A layer of rock in a coal seam.

The systematic descniption and classification of rocks (coal) using microscopic analysis. -

With reference 1o coal seam structures, the vertical angle between a honzontal plane and the line of maximum
clongation of the structure.

The pooling agreement dated August 31, 1998, among Montreal Trust Company of Canada, the Company and
certain of the Company’s seed shareholders.

In the case of coal and coke, the determination, by prescribed methods, of moisture, volatile matter, fixed carbon
(by difference), and ash.

The qualification report dated December 1998, entitled “Belcourt Property, Western Coal Corp., Qualification
Reporf” and prepared by Beacon Hill Consultants (1988) Lid.

In sedimentary rocks, a-very hard unmetamorphosed sandstone, consisting mainly of quartz grains that have been
so solidly cemented with secondary silica that the rock breaks across or through the grains rather than around

them.

Those differences in the pure coal material due to geological processes designated as metamorphic, whereby the
coal material changes from peat through lignite and bituminous coal to anthracite; degree of coalification.

Coal that has not been subjected to a cleaning process.

A petrographic measurement made on a coal sample.

The Exchange and the Bntish Columbia Securities Commission.

That part of a resource which can be legally mined at a profit under specified conditions that are gencrally
accepted by the mining industry as rcasonable under current economic conditions, demonsuated by at least a
preliminary feasibility study based on measured resources and indicated resources only.

A deposit or concentration of a natural, solid, inorganic or fossilized organic substance other than natural ground
water, petroleum, natural gas, bitumen or related hydrocarbons, in such quantity and at such grade or quality that

extraction of the material at a profit is currently or potentially possible.

Descriptive of rheology, a study of thc flowage of materials, particularly flow of solids and flow of non-
Newtonian liquids.

A cemented or otherwise compacted detrital sediment composed prcdommantly of quanz grains, the gradcs of the
latter being those of sand. .

Has thc meaning ascribed to it under “Other Properties - Saxon East Properny™.

A stratum or bed of coal.



Securities Act:

sedimentary:

shale:
share:
Share:
sideritic:
siliceous:
s_iltstone: R
split:

Sponsorship
Agreement:

strata:

stratigraphy:
strike:
strip ratio:

subcrop:
syncline:
synélindrium:
tailings:

thermal coal::

thrust fault:

topographic map:

Triassic:
UTM:

volatile matter:

washability: .
WCC:

WCC Share
Purchase
Agreement:

yield, plant:

Securities Act (British Columbia).

Rock formed of sediment, such as conglomeraic. sandstonc and shale. formed of fragments of other rock
transported from their sources and deposited in water.

Finc-grained sedimentary rock, formed from clay, silt or mud,

A common share in the capital of thc Company.

A previously unissued common share-in the capital of the Company being offered hercunder.
Containing a minera! siderite, FeCOj;, and commonly containing magnesium and manganese.
Descriptive of a reck containing abundant silica.

Sedimentary rock formed i‘rom sil-t;"'lacking.fﬁlcly lariinated nature of shale.

A coal stratum that has separated from the main seam by the development of a rock parting.

The sponsorship ag}cemcnl dated January 27, 1999, entered into between the Agent and the Company with
respect to the Company's application for listing on the Exchange. ,

Tabular or sheet-like layers-of sediméntary rock, distinct from layers above and below.

Refers to the arrangement of the local rockstrata, espécially as to geogfaphic position and chronologic order of
sequence. ’ C

The direction or bearing of a horizontal line in the plane ofan mclmcd stratum, faull or other structural plane. It is
perpendicular to the direction of the dlp ’

In the case of coal, the unit amount of overbiirden (soil and rocL) thal must be removed for cach unit amounl of
coal mined, expressed as BCM:tonne (bank cubic metres per tonne).’ ’

A-subsurface trace of bedrock of1§tram‘bﬁe}lain' by alléye'i"étl.f mantle of incdherent fock materials and soils.
A fold in rocks in which the stratt; dip inward from both sides toward the axis.

A broad regional syncline made up of a sc!'ies of mirior synclinies and anticlines.

The fine waste portion of washed coal; includes fine rock partlcles and fine coal not recovered by the process.
Coal used to producc heat, as in a coal:fired power station.’

Fault with a dip of 45 degrees or less, where the‘hanging‘wﬁllzébhéaﬁ to have moved up over the footwall.
Map showing the surface physical features of an area, genérally by means of contour lines.

The earliest of the zh.ree geologic periods comprised in the Mesozoi¢ éra.

Universal Transverse Mercator; refers to an mlematnonal system of survey coordinates.

Those products exclusive of moisture, given off by a material as gas and vnpor determined by s definite
prescribed methods.

Refers to tests and analyscs donc on coal to estimate its amenability to improvement in quality by cleaning.
Western Coal Corp.. a British Columbia company which is the wholly-owncd subsidiary of the Compuny.

The share purchase agreement dated October 31, 1997, between the Company and the shareholders of WCC,
being David Fawcett, Kevin lames, Klndcr Deo, Mahmoud /\fshanun Ashia Investments, Conrad Swanson and
(Douglns) David Austin.

The amount of procuct recovered in the cleaning process, expressed os a percentage of the feed matcrial.



THE COMPANY

The -Company was incorporated on October 2, 1997, under the name Western Canadian Coal Corp. by registration
of its memorandum and arlicles under the Company Act. The Company will become a reporting issuer in British
Columbia upon issuance of a receipl for this prospectus from the British Columbia Securities Commission.

Western Coal Corp. ("WCC™), the Company’s wholly-owned subsidiary, was incorporated on April 21, 1997,
under the name of Western Coal Corp. by registration of its memorandum and articles under the Company Act.

- Ensync Resource Management Inc. (“Ensvnc™), the wholly-owned subsidiary of WCC, was incorporated on
January 25, 1993, under the name of Ensync Enterprises Inc. by registration of its memorandum and articles under
the Company Act. On June 24, 1994, the company changed its name to Ensync Resources Inc. and on April 5,
1995, it changed its name to Ensync Resource Management Inc. Ensync is currently an inactive company.

WESTERN CANADIAN COAL CORP.*

Western Coal Corp.*
(100%)

Ensync Resource Management Inc.
(100%)

See “The WCC Share Purchase Agreement” for background information on the corporate structure and the
accounting treatment for the purposes of the Company’s financial statements which are attached hereto.

The head office and address for service of the Compahy is located at Suite 200, 580 Homby Street, Vancouver,
British Columbia, V6C 3B6, and its registered and records office is located at Smte 2550, 555 West Hastings
Street, Vancouver, Bntlsh Columbia, V6B 4N5.

BUSINESS OF THE COMPANY

Description and General Development

The Company’s principal business since incorporation in October, 1997, has been and continues to be the
acquisition, exploration and development of coal licenses. David Fawcett and Kevin James began acquiring coal
licenses and compiling property information and data through Ensync in 1995. In 1997, WCC acquired Ensync
and all of the coal licenses previously held by Ensync were transferred into the name of WCC in order to keep all
coal licenses in one corporate entity, thereby leaving Ensync an inactive company. From 1997 to present, WCC
continued to acquire coal licenses which are all registered in the name of WCC. At present, WCC owns four
groups of coal licenses, which are commonly referred to as the Belcourt Property, the Lillyburt Propeny_, the



Saxon East Property and the Brazion Property, all of which properties are located in British Columbia and which
are more pamcularly described under “The Company s Principal Property - The Belcourt Proper!v and “Other

Properties™.

The Company is in the-exploration stage and intends to carry out a work program on the Belcourt Propenty which
will consist of data compilation, topographic mapping, drilling, reclamation, coal characterization, environmental -
work and pre-feasibility studies (see “The Company's Principal Property - The Belcourt Property - Qualification

Report”™).

The Company intends to focus its efforts on its existing properties but.will also continue to seek and acquire
additional coal licenses worthy of exploration and development.

Summary and Analysis of Financial Operations

The following table sets out selected financial information for the periods indicated.

Notes:

)]

2)

3)
4

. 3 Month From:Incorporation
. Period-Ending - | - (April 21, 1997) to
June 30, 1998 March 31,1998 ¢
Revenues/ Gross Profit _ nil nil
Exploration and Development Expcnses 1 - "$74,605' | " $181,355
General and Administrative Expenses $30,522 362,145
Net Income (Logs) . .. ... .. . .|.. . .(3$30,522) ... (862,145)
Working Capital® ‘ | (8564,861) | (3451,953)
Properties: . .
Deferred Exploration and Development $255,960 : $181.355
Other Assets® . ... ... . . ..  ifeeeo . $208.387..). $208.455
Long Term anbllmes . nil nil
Shareholders’ Equity :
Dollar Amount® ’ T {892,664) ($62,143)
Number of Securities™® -+ - ] 1

For further details, reference shoulid he made to the audited financial statements for the 3 month period ended June 30. 1998, and the
period from incorporation (April 21, 1997) to March 31, 1998, attached to and forming part of this prospectus. For accounting
purposes, the financial statements for the Company and WCC have been pooled to reflect the fact that these companies have been

- operated under common control:- Upon completion of-the WCC-Share -Puirchisé Agreemenl ‘on October §.' l998 WCC became the

wholly-owned subsidiary of the Company. See “The WCC Share Puréhase Agreemenit” for furthér details.

As at Junc 30, 1998, the Company had received subscription apreements for 1.141,250 shares with an aggregate cash value of

- $425,750, which subscription funds were advanced to the Compan) as interest free advances until such time as the subscription

offers were accepted by the Company. All of these subscriplions were accepled by the Company nnd issued and atlotted on October
5. 1998, and will be reflected as such in-the Companys future financial statements‘fof the'period dévering Octobér, 1998.

In addition, du;'ing the period ended June 30, 1998, the Company agreed to issue 4,250,000 shares for an ascribed value of $34,768
in consideration for all of the issued and oulstanding shares of WCC (see “The WCC Share Purchase Agreentent”) and 100,000
shares al a deemed value of $0.25 in consideration for the Lillybwurt Propeny (see “Qther Propertics - Lillpburt Property”). These
shares were subsequently issued and allotted on October 5, 1998 and will be reflected as such in the Company's future financial
statements for the period covering October. 1998.

Coal License acquisilion costs and capital asset costs.

There were 5,870,063 shares issued and outstanding as of December 31, 1998, of which 4,563,812 are escrowed sccuritics that will
be released from escrow as to 684,572 shares on the Effective Date, 684,572 shares on cach of the first, second, third, fourth and
filh anniversaries of the Effective Date and 456.380 shares on the sixth anniversary of the Effective Date (scc “Escrowed
Securities™). Upon the succéssful completion of the Offering. assuming all Shares are sold and afler issuance to the Agent of 25,000
shares in consideration of its corporate finance fec. a totat of 6,995,063 shares will be issued and outstanding, prior to the exercise of
the Agent’s Warrants or any incentive stock options (sec “EZxisting and Proposed Share Capital’).



Management’s Discussion and Analysis of Financial Conditions and Results of Operations

The Company is in the business of acquiring, exploring and developing coal properties and does not have a source
of revenue-at this time.

From incorporation to June 30, 1998, the Company raised $425.751 from the sale of 1,064,376 shares. During this
period, the Company also agreed to issue 100,000 shares at a deemed value of $0.25 per share in consideration for
the acquisition of the Lillyburt Property and the Company agreed to issue 4,250,000 shares for the acquisition of
all of the shares of WCC, for an ascribed value of $34,768.

From incorporation to March 31, 1998, the Company expended $181,355 on exploration costs related to its
properties ($177,729 on the Belcourt Property and $3,626 in the Lillyburt Property), and during the three month
period ended June 30, 1998, the Company expended an additional $74,605 on exploration costs related to the
Belcourt Property. Total exploration costs of $255,960 consisted of consultant fees ($72,042); drilling ($58,025).
geological and geophysical ($41,608), maintenance costs -associated with the coal licenses ($75.520), assaying
($2,102) and miscellaneous costs ($7,163). The $255,960 of exploration expenditures have been capitalized as
deferred resource properly expenditures in accordance with CICA accounting procedures.

From incorporation to March 31, 1998, the Company expended $207,084 on acquisition costs related to the coal
licenses (being $25.000 in the issuance of 100,000 shares @ $0.25 per share and cash payments of $85.000
relating to the Lillyburt Property - see “Other Properties - Lillyburt Property”, and $97,084 in the acquisition of
the licenses comprising the Belcourt Property.). From incorporation to March 31, 1998. the Company also
expended $1.303 (net of accumulated amortization) on furniture and equipment.

From incorporation to March 31, 1998, the Company expended $62,145 in administrative costs. primarily for
legal and accounting expenses ($18,218), consulting fees ($14.195), management fees ($12.500), travel expenses
($9.635), rent ($4,800), and other miscellaneous costs ($2,797). During the three month period ended June 30,
- 1998, the Company expended an additional $30,522 on administrative expenses, consisting of legal and
accounting expenses ($11,563), consulting fees ($7.800), management fees (§7,500), rent ($2,400) and other
miscellaneous costs ($1.259).

During the three month period from July 1, 1998 to September 30, 1998, the Company raised $151,525 from the
sale of 378.812 shares (see Note 8(b) of the financial statements attached hereto). From July 1, 1998 to
September 30, 1998, the Company did not expend any funds on exploration costs. During this three month period
the Company expended $21,962 in administrative costs, primarily for management fees ($10.000), rent ($2.400),
consulting fees ($7,226) and other miscellaneous costs ($2,336).

During the three month period from October 1, 1998 to December 31, 1998 the Company paid for the continuance
of coal licences ($6,300) and incurred administrative expenses of $16,243, primarily for management fees
($7,500), rent $(1,950), consulting fees ($3,893), accounting / audit ($1,135) and other miscellaneous costs
(31,765). During this period the Company spent $6,000 on exploration related costs. In addition, the Company
spent $18,226 on financing costs in the period. As at December 31, 1998, the Company had a working capital
deficiency of $(30,745).

The Company has no long term liabilities.



THE COMPANY’S PROPERTIES

THE WCC SHARE PURCHASE AGREEMENT

Pursuant to the WCC Share Purchase Agreement dated October 31, 1997, between the Company and all of the
shareholders of WCC (David Fawcett; Kevin Janies, (Douglas) David Austin, Conrad Swanson, Kinder Deo,
Mahmoud Afsharian and Ashia Investments), the Company purchased all of the issued and outstanding shares of
WCC from all of the sharehclders of WCC in consideration for the issuance of an aggrégate of 4,250,000 shares
which were issued into escrow pursuant to the “Proposal for a National Escrow’ Regime Applicable to Initial
Public Distributions™ published by the Canadian Securities Administrators on May 8, 1998 (see also NIN #98/22)
(all-of which shares are escrowed pursuant to the Escrow Agreement - sec “Lscrowed Securities™). (Pursuant (0
accounting policies, the ascribed value for the acquisition of the WCC shares was determined (o be $34.768 - se¢
the Firiancial Statements attached to and- forming part of this prospectus.). As additional consideration, the
Company will pay a royally. 0f:0.75% of the 'selling:price for all coal sales from:the Bélcourt- Property on an
annual-basis.to ¢éitain sharéholders of WCC (the royalty of ‘which is to0 be divided amorig David Fawcelt as to
27.5%, Kévin James as to 27.5%, {Douglas) David Austin as to 22.5% and Corirad Swanson as to 22.5%). The
4,250,000 shares were issued on October 5. 1998, at which time WCC became-thé legal subsidiary of the
Company. For accounting purposes the Company and WCC arc considered to have been operating under
common control and consequentty the fifiancial‘statements attached to'and formmg part of this prospectus have
been: pooled to-reflect this arrangemenl

THE COMPANY'’S PRINCIPAL PROPERTY - THE BELCOURT PROPERTY

Ownership

Pursuant to the WCC-Share-Purchase Agreement, the Company acquired all ofthe issued ‘and-outétariding shares
of WCC'(see “The WCC Shire Purchase Agréeinernr” for further details). WCC owns all of -thiefollowing- coal
licenses which are located in the Rocky Mountain Foothills belt of northeastern British Columbia-and which are
colleclively referred Lo as the “Belcourt Property”:

Coal ' Area Date Rénewal

Block License (ha) Recorded Date.
Red Deer 336921 300 June 15/95 June:15/99
336922 300 June 15/95 June 15/99
343944 -~ 300 Mar 11/96 Mar:11/99
353022 300 Dec 12/96 Dec 12/99
353023 300 Dec 12/96 Dec 12/99
353024 300 Dec 12/96 Dec 12/99
Holtslander 336923 300 June 15/95 June 15/99
336924 300 June 15/95 June 15/99
343945 301 Mar 11/96 - Mar11/99
356250 301 May 29/97 May 29/99
356251 301 May 29/97 May 29/99
356477 301 June 11/97 June 11/99
Huguenot 355843 301 May 14/97 May 14/99
355844 301 - May 14/97 May 14/99
355846 301 May 14/97 May 14/99
355847 © 301 May 14/97 May 14/99



Omega 356635 302 June 19/97 June 19/99

356636 302 June 19/97 June 19/99
356637 302 June 19/97 June 19/99
356639 302 June 19/97 June 19/99
356640 302 " June 19/97 June 19/99

The Company has received a title report from its solicitors with respect to the Belcourt Property.

Qualification Report

The Belcourt Property is the subject of a qualification report (the “Qualification Reporr”) dated December 1998,
. entitled “Belcourt Property, Western Coal Corp., Qualification Report”, prepared by Beacon Hill Consultants
(1988) Ltd. A copy of the Qualification Report may be inspected at the Company'’s registered and records -office
located at Suite 2550. 555 West Hastings Street, Vancouver, British Columbia, during normal business hours
while the primary distribution of the shares offered hereunder is in progress and for a period of thirty (30) days
thereafter. The following italicized text has been excerpted, in part, from the Qualification Report.

Disclaimer by Beacon Hill Consultants (1988) Ltd.: “Beacon Hill Consultants (1988) Ltd. has relied upon
work and reports completed by others to prepare this report. Beacon Hill has not completed any checks to
confirm or otherwise the results of the work or reports and while Beacon Hill has-no reason to doubt the
corrcctness of the work and reports, Beacon Hill takes no responsibility for the accuracy of work completed
by others.”

SUMMARY
Conclusions and Recommendations ‘

It is concluded from this study that the Belcourt coal project is one of merit which contains potentially economic,
open-pittable coal resources in the Holtslander and Red Deer blocks sufficient to provide for a minimum
production level of 2.0 million tonnes/year, with the potential for expansion should markets warrant. Additional
resources of low strip ratio coal are also available from the Omega block. These resources could be mined in
conjunction with those of Holtslander and Red Deer, or developed after those resources are deplered.

The reports prepared by Denison Mines Limited, which discuss various exploration campaigns, provide detailed,
comprehensive assessments of the project and present a fair and reasonable evaluation of the poteritial of the
property. The work conducted by Denison justified the completion of a full feasibility study on the Red Deer area
in 1982 by Wright Engineers Ltd. Exploration work carried out in February-March 1998 on part of the
Holtslander block has yielded results consistent with expectations based upon Denison 's previous work.

At this time-the property is not considered to host a proven, commercial “ore” body. As any future evaluation of
project feasibility will be based on'a development strategy different from that envisaged in previous studies, if is’
recommended that further work be conducted to develop computerized geological models, undertake coal
charactrization studies and complete a pre-feasibility study for the combined Red Deer-Holtslander area. The
recommended work program is estimated to cost $253,000.



‘Project Synopsis

The Belcourt property is located approximately 85 km southeast of the town of Tumbler Ridge in northeastern
British Columbia. It consists of* 2] coal licences contained within four blocks, designated as Red Deer,
Holtslander, Huguenot and Omega. The licences were originally: acquired by Ensync Resource Management Inc.
and 528951 B.C. Ltd. and were transferred to Western Coal Corp. in April 1998. These licences comprise
portions of what was once a much larger Belcour! property acquired and explored by Denison Mines Ltd between
1970 and 1980. In a joint venture with Gulf Canada Resources, Denison carried out major exploration programs
between 1978 and 1980 and commissioned pre-feasibility and full feasibility studies, which resulted in the
definition of substantial coal reserves on the property.

Expenditures incurred on the property between 1970 and 1582 for exploration and feasibility studies are
estimated at approximately §10.5 miliion, most of which were incurred from. 1978 onwards. Of the total amount,
approximately:$9 million 1o 89.5 million may be attributed to wock conducted on and immediately adjacent tothe
current Belcourt property licence blocks. Most of the data coilected from the.exploration programs and’ coal
quality testworksis in the public’ déiigin, havmg been ﬁ/ed as. a series of comprehensive asseéssment- reports With
the Geolog:cal Survey Brdnch of the B.C. M inistry of Eriergy and Mines. .

The properly hes within a belt of Cretaceous strata thai forms part of the Rocky Mountam Foothills. The main
structural feature in the area is the broad northwesterly plunging, Belcourt Anticlinorium: whose western:mdrgin-is’
bounded by ‘a major wester‘ly—dlppmg rhrusl faul! 771 ébal Ilcence bloclw are. Iocated on. the.northeaslerly)llmb of
Coal seams occur. WIlhm several formatlons in the' serles bul the .seams whlch have the. grealesl potential for :
economic. development arehosted-by'ihe’ ‘Gites Foration. ‘On the Belcourt property three areas, namely the’Red
Deer, Holtslander and Omega have been identified as containing potentially mineable coal deposits.

Open pittable resources for Red Deer, Holtslander and Omega licence blocks were estimated utilizing géological
cross sections and other data from the Assessment Reports submitted by Denison Mines for their 1978 and 1980
exploration activities. A summary of these “open pit” resources is as follows: ... e RO

. Coal resources (m tonnes) Holtslander .Red Deer . Omega Total
-.Plant Feed ' 23.75 3456 . 4478 . 103.09

- Clean Coa! _ 17.66 27.50 34.21 79.37
. Strzp Ratw

- Waste: Stripping (MBCM) 1014 1571 . - 2176 476.1
- Stripping Ratio (Raw Codl) "~ 4.27:1 4.55:1 4.86:1 4.62:1

Additional coal resources also underlie areas adjacent to the defined limits of the currently proposed Red Deer
and Holtslander open pits. Further exploration and pit design work is expected to identify additional open
pittable coal resources developed in shallow pits located on the north end of Red Deer and the south end of
Holtslander

A conceptual mining plan was developed for the Holtslander and Red Deer deposits on the basis of providing
sufficient raw coal to produce 2.0 mtpy of clean metallurgical coa!. The two pits would be mined by conventional
methods (truck and shovel operations) with coal being hauled to a centrally located preparation plant. The pils
would be mined in sequence, with Holtslander being developed first. The resources which lie within these
conceptual pits would provide a combined mine life of over 20 vears. No mining plan was developed for the
Omega area, but an operation similar to Holtslander/Red Deer is envisaged.

The flowsheet recommended for cleaning the run-of-mine coal utilizes a dense medium bath, dense medium
cvclone, water only cyclones and flotafion. Expected plant yields are estimated at 73% for Holtslander and 78%
Jor Red Deer. Flowsheet op!lonsfor Omega coal were no reviewed, but an assumed yield of 75% was used in the
resource estimates.



On site facilities to be constructed for the project would include coéi[ storage and loadout, tailings storage,
maintenance shops and offices. Off-site infrastructure requirements would comprise of a rail line extension from

the Quintette minesite, upgrading and construction of access roads 0 the property and construction of a new
_ power line.

The estimated capital and operating costs for the conceptual mining plan are summarized as follows:

. Capital Costs (8 millions)
Initial Capital . - AMning 61.9
- Plant and Infrastructure 81.3
- Indirects . 30.3
Total . 173.5
Ongoing Capital - Equipment and misc. ' 78.9
, - Reclamation 8.0
Total : ’ 86.9
. Operating Costs (per tonne clean coal)
Holtslander Red Deer
- Mining $ 13.15 § 13.77
- Plant/G & A4 . 9.98 9.98
- Transportation _ 26.00 26.00
Total ' 3 49.13 8 49.75
" PROPERTY DESCRIPTION

Location and Access

The Belcourt property is located along the Rocky Mountain Foothills belt of northeastern British Columbia
between latitudes 54° 22" to 54° 38' and longitudes 120° 1' 30" to 120° 31' 15". The property is accessible by
paved and gravel roads, either from Tumbler Ridge, B.C., over a distance of 85 km or from Grande Prairie,
Alberta, over a distance of 170 km. Access within the property is limited to secondary and tertiary road systems
constructed primarily for logging, oil/gas exploration and development and by previous coal exploration drill
trails and by abandoned seismic trails. The property location is shown on Figures | and 2.

Coal Licences, Property Size and Divisions

The property comprises a total of 21 coal licences contained within four blocks, the Holtslander, Red Deer,
Huguenot and Omega blocks. [Details regarding the coal licences that make up each block are outlined in “The
Company’s Principal Property - The Belcourt Property - Ownership” above].
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Physiography

The topography of the Belcourt property is typical of the southern and central portions of the Rocky Mountain
Foothills. Elevations range from cpproximately 960 m A.S.L. at valley floors to over 2130 m. The general
drainage pattern transects the northwesterly topographic grain. with the major streams draining info the easterly
[flowing Wapiti River. '

The climate in the area is characterized by long severe winters and short cool summers. Prevailing winds are
Jrom the southwest and are strong ai high elevations. Annual precipitation is estimated at 800 to 1100 mm. - The
most common tvpes of vegetation are boreal and subalpine coniferous Irees. Alpine vegetation predominates
above the tree line.

WORK HISTORY
Introduction

The current Belcourt ¢oal licences comprise selected portions of wﬁf}! was once' a* ‘muchilarger property of the

samé name. The original property consisted of:55 coal.licences (covering’4,205 ha) granted to Denison Mines-
Ltd. (Denison) in autumn 1970. ThHese licences were acqwred on the basis of-published regional geology which

indicated the occurrence of the coal- bearmg Gates Formanon within'the area. Fxploration conducted by Denison

benween 1972 and 1976 confirmed the existence, of thlck po'ennallv economic coal seams within the Gates,
Forimation.

In April, 1978 Denison formed a join: venture (thé Belcourt Coal Joint Venture) with Gulf Canada Resources Inc.
to explore and develop the property. Additiongl coal licences were acquired bringing the total to 144 contiguous
coal licences. The property covered an arearof approx:marely 36,500 hectares wh:ch inade, it the largest coal
property in western Canada at Ihat tlmeJ. Denison, actmg as operator for the jomt vent 'conducred major

,,,,,, s was. fo gather
adequa!e data on coal seam d/smbzmon th;(ckness quality and geologlc structure in order that coal resources
could be estimated and potennal Bpén pif mining areas could be identified. Various environmental studies were
also initiated. . o :

All of the exploratién data gathered Jrom the work programs is avdilable. together with interpretations and \'GI‘IO!I.S‘
conclusions filed as Coal Assessment Reports wWith the British Cotumbia:Geological Survey Branch. A preliminary
Seasibility study was.completed in Merch 1 98Q,and a full feasibility study was undertaken in 1982; these are not
publically available. The exp/orat:on activities conducted on the old property are summarized below; these
sumimaries have been taken in whole, .in part-or have been paraphrased from the Assessment Reporis.

Sumniary of ﬁrevious E;vplofb'iil)n'
Prior to the formanan of the Belcourt Coal Joint Venture in 1978, work undertaken by Denison Mines Ltd
included the following:

1972 - aerial photography and topographic mapping
1975 - aerial photography, ground control suney and geologic mapping
1976 - preparation of topographic base maps, geologic mapping and the completion of two diamond

drill holes toialling 112 m

1977 . - geologic mapping, 26 .hand trenches and stratigraphic section measurement



Majorﬁel'dprograms were carried out between 1978 and 1980; a summary of these is outlined below. Feasibility
Studies were carried out by independent consultants in 1980 and 1982. These are also listed below.

Photogrammetry and Ground Control

Triangulation stations were established throughout the property prior to aerial photography. Topographic base
maps utilizing a UTM grid system were prepared at scales of 1:25,000 and 1:5,000. All drill holes and adits were
surveyed from the established triangulation networks.

Geological Mapping

Detailed geological mapping was conducted on a scale of 1:2.500 during 1978, 1979 and 1980. - Each data point-
was located by compass and chain traverses or by aerial photographs. Field data were compiled on 1:5,000 scale
topographic base maps. '

Trenching

Hand trenching was carried out to define the surface trace and measure the thicknesses of the coal seams. The
trenches were approximately 0.6 m wide and up to 1.5 m deep. All trenches were logged in detail and sean:
thicknesses measured. A total of 314 hand trenches were dug during the 1978, 1979 and 1980 programs. Three
coal seams exposed in river banks were also described. Mechanized trenching was limited to a few accessible
places. Six trenches were dug by a backhoe-equipped tractor;, 37 seams exposed in road cuts were described and
measured. The locations of the trenches were plotted on the respective geological maps.

Drilling

The total amount of diamond drilling conducted on the Belcourt property, including the 1976 work, is suminarized
as follows:

Diamond Drilling Total length

No. of Holes (m)
1976 2 Y,
1978 17 5365
1979 15 4987
1980 12 3827
Total 46 14 291

In addition, a total of 3399 m of rotary drilling in 29 holes was completed in 1980. Of these drill holes, 23
diamond and 24 rotary holes totalling 7486 m and 2435 m, respectively are located on or lie immediately adjacent
to the new Red Deer and Holtslander blocks. A further 11 diamond drill holes totalling 3565 m lie on or adjacent
to the new Huguenot and Omega licences.

Geophysical Logging
Most of the diamond and rotary holes drilled on the old property were geoph_vsicall_v logged. Apart from hole BD-

7602, all diamond drill holes in Red Deer and Holtslander were logged. Wherever possible. the following suite of
logs were obtained: .

//



- Gammua Ray

- Neutron

- Sidewall Densilog

- Focussed Beam Resistivity
- Caliper

- Direction Survey

Drill Core Logging and Sampling

Basic lithologies were recorded together with sedimentary structures. fossiliferous zones, marker horizons and
structural features such as bedding and fractures. Coal seams, including roof and floor characteristics, were
logged in detail with close reference to the delailed geophysical logs. Pictorial strip Iogv were prepared Sfrom the
written logs. . . TS,

During the core logging process, coal was classified according to a visual eslimate of ash content. The relative
lustre of the coal, its relative weigh! and the trace of the detailed density log were taken into consideration for.
this estimation. Coal types were thus designated as follows:

Coal Type Ask %

Cl 0 - 10
c2 - mo- 20
C3 2l - 30
C4 over 30

Most drill core from coal seams of more than 0.5 m in true thickness were sampled for analysis. The analyses
undertaken included chemical, thermal rheological, petrographic, washability and coke oven tests. Details of the
- analytical procedures and results are discussed in the section entitled “Coal Quality” below.

Adits

Five adits were excavated on the property for a fotal, driveage of 278.5 m. These adits provided bulk samples
from the three major coal seams. Adit 79-1-1 in Red Deer sampled the No. | seam and adit 79-2-3 sampled the
- No. 3 and 5 seams simultaneously. In Holtslander, adits 8007 and 8002 sampled No. I and 5 seams, respectively.
In Ptarmigan-Omega, adit 79-3-1 sampled only the No. I seam. All the bulk samples were. submitted for
washability and coke oven tests. In addition, bulk samples frcm No. 1, 3 and’5 seams in Red Deer and No. | seam
in Ptarmigan-Omega were submitted for attrition tests. A combustion test was performed on a combined sample
of No. 1 seam from adits 79-1-1 ard 8001, and No. 5 seam from adit 8002.

The Free Swelling Index (FSI) of the coal seam was monitored while the adits were being constructed to
- determine the extent of oxidation. The bulk samples for coke oven test were taken at locations where FSI values
ranged from 6 to 6-1/2.

All the adits are located on the current Belcourt licences.

Geotechnical Studies

Initial work on the geotechnical aspects of the Red Deer and Holtslander potential pit areas was undertaken
during the 1979 field season. The geotechnical data consisted of the following:

- bedding, joint and fracture measurements;
- core logging and festing;

- methane sampling and festing;

- groundwater monitoring.



A report on the geotechnical work was compiled by Canadian Geologlcal 1nc and forms an appendix (0 Demson <
1980 assessmenl report.

Road Construction

Much of the work at Belcourt was helicopter-supported. This includes all of the geological mapping and much of
the diamond drilling, particularly the drilling away from the Red Deer and Holtslander pit areas. During 1979, a
15.8 km long access road was built towards the proposed Red Deér open pit fo haul light equipment for adit
excavation. During 1980, an additional 7.05 km of access roads were constructed along abandoned seisniic trails
in Red Deer and Holtslander to support the adit construction and rotary drilling prograns.

Reclamation

The total disturbed area on the Belcourt property associated with the various exploration programs amounted to
29.78 ha. This area includes access roads, drill sites, adits and trenches, all of which were reclaimed in
accordance with govermmen! guidelines. .

Feasibility Studies

On the basis of the exploration work conducted on the property, the following independent feasibility studies were
completed.

. Preliminary Feasibility Study, by Wright Engineers Ltd., March 1980.
. Belcourt Feasibility Study, by Wright Engineers Lid., December 1982.

These reports are not publicly available.

Cost of Work Completed

The estimated cost of the exploration work completed by Denison during the period 1970 to 1977 is estimated at
30.5 million. It is believed that exploration activities and feasibility studies carried out between 1978 and 1982
cost in excess of 310 million giving an overall total of at least $10.5 million. It is estimated that between §9
million to $9.5 million can be attributed to exploration conducted on, and immediately ad/acenr to the current
coal licence blocks. These estimates of cost are not adjusted to 1998 values.

GEOLOGY o

The descriptions of the regional and property geologv presented below have been taken mostly from Denison
Mines (1980 and 1981). For brevity and ease of reading, specific references to these reports are nol made below,
excepl where the authors wish to emphasize the source of the material. Similarly, portions of passages taken in
whole or in part are not placed in quotation marks unless special emphasis is intended.

Regional Geologic Setting

The Belcourt property lies within a belt of Cretaceous strata that form parr of the Rocky Mountain Foothills in
northeastern British Columbia. The main structural Jeature in the aréa is a broad northwesterly plunging
anticlinorium (Belcourt Anticlinorium) whose weslern margin is bounded by a major westerly-dipping thrust fault
that has carried Paleozoic rocks over Lower Cretaceous sirala (see Figure 5). Within the anticlinorium the oldest
rocks belong to the Triassic Whitehorse Formation. However, these strata are restricted (o limited exposures in
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valleys that cut through the core of the structure and most of the core of the anticlinorium is underlain by Lower
Cretaceous Minnes Group lithologies. Eastwards from the core is a continuous succession of Cretaceous strata,
the youngest of which belong to the Kaskapau Formation of the Smokey Group.

The blocks of coal licences that comprise the property are Iccated on the northeastern limb of the anticlinorium
and are underlain mostly by sirata of the Lower Cretaceous Bullhead and Fort St. John Groups. Within this
region, areas of primary interes: are represented by a narrow northwesterly-trending belt of tightly fo'/ded
synclines, anticlines and associaled, commonly southwesterly-dipping thrust faults that have placed older units
upon younger ones. :

The coal seams of greatest econon:ic potential are hosted by tae Gates Formation. Other, thinner coal seams also
occur in the Ainnes Group and within the Gething and Boulder Creek Formations. At present, only the coal
seams contained within the Gething and Gates Formations are considered to hold any potential for.economic
development. '

Stratigraphy
Gething Formation

The Gething Formation conformably overlies massive, coarse conglomerates of the Cadomin Formation; together,
these units comprise the Bullhead Group. Gething strata consist of brown, calcareous, lithic, very fine to coarse-
grained sandstone, siltstone, carbonaceous claystone, conglomerate and coal. The sandstones in the upper
portion of the formation contain-pebbles and coal stringers, are bioturbated and cross-laminated and show
evidence of soft sediment deformaiion. Sandstone units average from less than 0.5 m to 1 m in thickness. - Chert
pebble conglomerates, 2 m to 8 m thick, with common carbonaceous partings, are found near the middle of the
Jormation and toward its base. The sub-rounded to well-rovnded pebbles are up to 5 ¢cm in diameter and are
either clast-supported or set in a coarse sandstone matrix. The Gething Formation commonly occurs in exposed
limbs of folds in the western and central portions of the licence blocks. Its thickness ranges from 60 m to 90 n.

Moosebar Formation

The Moosebar Formation compriszs the lowermost formatior. of the Fort St. John Group. It rests abruptly on
carbonaceous sandstone of the Gelhing Formation and Stott (1968) considers this contact 1o be disconformable.
An rhe Belcourt region, the base of the Moosebar is sandy fo pebbly and is glaucomrlc This glauconitic horizon is
reporledly w:despread in the Bull'noose Mountam area to the north, whére it is considered equ:va/enl to the
Bluesky Formation of the Alberta Plams The lower part of the Moasebar Formatidh is a marine; pro-deltaic
sequence comprising dark grey, rubbly claystone with thin layers of sideritic concrelions. Towards its base are
thin, buff to brown bentonitic beds.” The claystone grades upward through a transifional zone of laminated
siltstone and claystone. Further upwards, the formation becomes a shoreline dominated sequence comprising
primarily fine- to medium- to coarse-grained, thin to medium-bedded sandstone, with an attendant gradual
decrease and eventual disappearance of claystone. The thickness of the Moosebar in Belcourt varies only
between 66 m and 72 'm. '

Gates Formation

The Gates Formation is transitiona! with the underlying Moosebar Formation. In the Belcourt region the base of
the Gates Formation is defined at the base of the lowest thick and massive sandstone unit. This lowermost portion
of the Gates is characterized by fine-grained, fairly well-sorted sandstones with frequent conglomeratic units and
thick beds towards the top. This basal sequence is referred tc as the Torrens Member; it is readily identified in
outcrop and forms resistant grey sandstone- conglomerate ridges along the length of the property.
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The middle and upper Gates are cyclic successions of carbonaceous sandstones, siltstones, claystones coal and
some conglomerates, deposited in deltaic and flood plain envircnments. Sandstones are the dominant rock type;

they are brownish grey to grey with occasional limonitic stains. generally fine-grained with mediuni- to coarse-
grained and conglomeratic phases, thin to medium-bedded in the upper half of the section and thick-bedded
towards the lower half. They generally display tabular to lenticular cross-bedding dnd contain carbonaceous
fragments, roollets, plant fossils and worm burrows.

Pebble conglonierates occasionally occur as thin lenses within. the sandstonie, bul can.range up to 26 m in
thickness. The matrix-supporied’ pebbles consist of chert quartzite, quarzmc sands!one and siliceous argillites.
They are commonly white 1o black in colour, but blué and green cherts may’ also be present (Stott, 1968). The
conglomerates commonly occur 70 ni to 150 m from the base of 'he forn’i&iié)"n Lithologic variations in the Gates
Formation on the Belcourt propertv are described in grealer detail in three generahzed srrdngraph/c secnons lhal
form Figures 6, 7 and 8. =

1d,5iltStories; they. dre grey; s:/tv an(l carbonaceous with
it The "vllstones are gradatfonal with the sandstone and

Holtslandgr bloc]
Its contact with thé:ovi

Hulcross: Formation:

black claystone
claystone-si /ts

Boulder Creék I:" ormation.

The Boulder- Creek»Formallon comprises:predominantly non-marine sedimentary lithologies which include grey to
brown, fine to coarse-gramed sandstone chert pebble conglomerate, grey to black claystone and siltstone and a
number of coaly and carbonaceous Forizons: The Jormation can be divided into three units of approx:ma!e/y
equal thickness: ‘(i:e. 20 m to 35 m each). The lowest unit comprises mainly grev sandstones which contain
conglomerate and carbonaceous horizons. Claystones and siltstones with coaly and carbonaceous layers make up
the middle ynif while the upper unit consists mostly of grey to.brown sandsion'és and siltstone. The upper contact
is often marked by a thin pebble conglomerate with a siltstone-claystone’ matrlx The Boulder Creek Formation
varies in thickness from 85 m to 98 m and is usually thickest wherz the under/ymg Hulcross Formation is thinnest.

Coal Sea;'n De‘::gibﬁ}f;rent and Correlation

Exploration :coriducted by’ Denison confirmed the presence of po!en!ia/ly economic coal seams in the Gates
Formation withini. the current coal licence areas. Coal seams were also encountered during mapping and
Irenching within the Minnes Group and in the Gething and Boulder Creek Formations. However, due to
insufficient data, their-economic potential has not yet been fully evaluated, although it appears limited. Some
drilling was undertaken on Gething seams which*provided datc for a preliminary evaluation. In this report,
therefore, only Gething and Gates coal seams are discussed.

16



HULCROSS
FORMATION

METRES
&

NERAOE
MPANG ECTION
PHIOONE S *

D— Mo © COAL IOML

L) = } No. 8 (DAL IONE

Vb a No.7 (DAL IONE

lAte No. 6 CDAL JONE

SNa }— No. S CDAL IONE

1e "} Mo 3 COAL IO

* Arithwetic average of dri)l hole and adit

DESCRIFTION

19m Siltstone and sandstone with claystone interbeds,

Hot & mining section.

26-37n Sandstone and siltstone with claystone interbeds.
Thickens northward.

Generally consists of 2 lhvn seams which art thickest
in the south.

1080 m Sandstone and siltstone with clayslﬁne interbeds .
Thinnest in the north.

Together with Zone 6, forms a codly section with numerous
thin seams. :

14-36 m Sandstone and s{ltstone -d‘Lh frequent claystone
interbeds. Thickens towirds the north.

Thin sesns usually can be grouped into upper and lower coal
rones with claystone and carbanaceous claystone splits.
Sandstone and claystone splits 4n south portion. J3-19m between
the upper and lower xones, this rock consists of sandstone,
siltstone and frequent claystone interbeds. These 1ithologies
thin to the north.

54-8B4 ® Sandstone, siltstone and claystone interbeds with
claystone increasing in north part. Conglomerate lenses fin
central and north central areas.

Contains numerous cleystone and carbonaceous claystone splits.
Sandstone split (approximately 1%) fn the ‘north-Central zree. -
Thin claystone interseam becomes sandy and’ thickens both
northward and souttard, with coal xtringers forming the No. 4
zone {n the north,

Thickens to the south and generally free from rock splits,
2t
27-S1 m Sandstone and s{litstone with some claystone throughout,

especially toward the top. Thin cosl splits in the north,
Sandstone predominates in most areas.

-Locally thickens to 11-12n with a major rock split in south

central area. Thin claystone and carbonaceous claystone splits
fn north and central areas.

62-74 = Sandstone. Upper 5-10e claystone and siltstone with
thin coal splits in the central portion. Conglomerate in the
south- central ares. N

Yolen from Wright EngimeeniLId., 1982

BEACON HILL CONSULTANTS (1988) LTO.
WESTERN COAL CORP
BELCOURT ‘PROJECT

intersections (excluding fault repeats). PHY
All interteam thicknesses are approximations. STRAT]GRA OF THE

"GATES FORMATION
RED DEER AREA

scow a3 0w omuoc:.nwl g w9, 6




avruGe
MNING SUCTION DESCRIPTION

T
HULCROSS HICENES Sindstone and claystone interbeds with some s11lstone. Somewha (
FORMAID conglomeratyc wn the centra) ares and near the Hulcross

Formation contace.
0.840 D mo 9 COAL TOWE Oeveloped only 1n the north-central ares.

13-20m  Sanastone, claystone ang siltstone INLErOeas wi(n thicker
valls of samdsione in the north and centra! arcas.

—_
128- = Na ) COAL 20N Consists of o teams developed in the north centrsl drea that
. become one in the extreme north. Both seams pinch oul in the
central srea. :
~
!
8-49m " Predeminantly sandstone In north with.incressing ilistaone .
and claystore content southward. -
—
Gbém - e 7 COn 2OME Host developed in the central ares. Only thin stringers are
found elsewtere.
.21=38m Sanestone, stltstone and claystone:: onglomerate
zones. :

Consists of a series of coal sesms generilly not correlatable
within the block. The zone is mest consistént (n the north,

GATES .
FQRMAT.'ON 12-40n  Sandstone and siltstone. - Clayst, rbeds are
carbanacesys in the north and central a L
scaLg
~ 100
" X 'YS
—_ “- south.
; ‘O Hat' claystent and siltstone splits in the ental areas.
0.8 Ne. 4 COAL T10NE ne
-+ 1-13% Sandstane and s{)€stone with clays . Thickens
R X tewards the north where it becomes somes ratic,
L26m ]— e, ) ODAL Lo Lower of the two geams best developed
“ LT c0:14=16m Sandstone, s{ltstone and clays
{0 carbenaceous in the central area. Some
= . .
w [ 1N :}- Me. 2 cOAL ZONE | Consists of <three seams in the north cent he sesms’ pinch
Zleo . —e .-0ut. fn the south where coal deposition w3 ed by &
. cenploreratic phase. . N
I 18-26m Predominantly sandstone, conglomerdtic ept in the
extreme north and south. A 0.5m sesm wis: Intersected in 8D 7814.
ro “510m :}— Ne. ) CG;L 0N (qqfnlm several thin rock splits in°the Aofth and thickens -in '
the central portion. .
10 . e . :
37-4ém  Predominantly sandstone. Claystoie spliti and minor
Lo siltstone-nesr & thin coal split accurring {n the south part of
the ares. Conglomeratic, mostly in the upper portion of the uvnit.
Toren from Wright. Enginaers LIC.,1082
BEACON Hit1 CONSULTANTS (1988) LTD.
WESTERN COAL CORP
MOOSEBAR BELCOURT. PROJECT
FORMATION } -

STRATIGRAPHY. OF THE
GATES FORMATION
HOLTSLAN%RE ” HUGUENOT

Scole uno«q u-m'; ocr_l“'r] F\q L
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AVER ACK.

MINING $ECTION DESCRIPTION
THC K 1SS

HWCROSS
FORMATION

56m Sandstone with Cleystone «ng s1ltstone interoeas.
Thin coal 1phits develoo 'n the norincertral ind south-
central areaqs,

:

TD— Na. ¥ COAL IOM Thin seam is developed in the southcentral ares. Hot 2
mining section. . : )
22m Sanditone and claystone with ninor siltstone. Connlomeragic,
in the southcentral area. A thin cos) split s developed in
the northcentrs) area. )

T e ) COML 10NE Hot a mining section in this ares.

23-30m Sandstane, siltstone and claystone. Thins somewhat
in the southcenta) area. ‘

QlSe TO— Na ) COAL 20N SPIlts 1nto tvo or three thin seams in the southcentral and

south areas. This zone containg ¢ mining section only in the
south.

31-56n Sandstone, siltstone and cleystone. Sandstone dominates
the section in the south central sres and siltstone {5 more
abundent in the northcentral and north areas. Thin.coal splits
orvelop in tne northcentral end north areas.

GAXES

17% He. & CBAL TENNE Host éeveloped in the central portion. Individual sears within
FORMATIONL:

the zoae are not correlatable within the ares. [ntrazone
Vithelogies are interdedeed; claystone, siltstone and sandstone.
Thin ceal zones develop in the ceéntral areas. :

17-57m Sandstone dominstes the lower portion of this unit
becoming sfity tn the north. The middle oart of the wnlt Is
composed of interbedéed sandstone, stltstone and claystone. The
vpper gortion has considerably more claystone.

e }- Ne. § COAL IONE Thickest in the south. Rock splits are frequent in upper part
of rone,

0r¢e —=0— M. 4 (DAL IONE Pinches out in the south, -

8

13-22m Sandstone, stitstone and claystone Interbeds. Thickens
southward.

438, }- Ne 3 COAL ZONE The sean thins southward and pinches out in the southern area.

METRES

11-18m Sandstone and claystone, siltstone interbeds in the north.

Rock splits are present in the south.

ae0- t. 1 CAAL TONE 10-12n Slnluoneppnoon!mus in the south; claystone and sané-
stone interbeds occur 4n the central srea and are accompanied by
stitstone ir the north.

1v6- "} Ne.l COA TOe 2m claystone split develops in the north.

37 Sandstone. Soew clsystone, silty claystone at base. Thin
coadl and claystone devcloped near top.
Tahan froem Wright Eaglasers LIL, 1962

BEACON HILL CONSULTANTS. (1908] LTD. |
WESTERN COAL CORP
BELCOURT PROJECT

MOOSEBAR & ] THE
fORMAT?&\I . STRATIGRAPHY OF

GATES FORMATION
OMEGA AREA
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Gething Coal Seams

There are three coal zones within the Gething Formation in the Belcourt region. The best developed appears to
be the lower zone which occurs near the contact with the Cadomin Formation. In the Red Deer.and Holtslander
areas, the zone comprises iwo coal seanis. each greater than 1.5 mi thick. This zone seems.to disappear southward
before it reaches the Hugueno! area. A thick sandstone sequence separates the lower from the middle zone. The
latter commonly comprises several thin. poorlv-developed coaly seams. In places the middle zone may be capped
by a thick conglomerate unit. The upper zone comprises heo 1o three coal seams locdted close to the Moosebar
Formation contacl. This zone appears (o thicken southwards where, in the Huguenot area, it reaches 1.93 m in
thickness. A seam of the Gething, 9.5 m thick, occurs just south of Holtslander Creek.

it : S re Lpiprl © s
Gates Coal Seams G D0id & i

I71e coa/ seams of the Gates Formation are well established as the most prolific, coal-bearing strata in
northeastern British Columbia. To the north, minable thicknesses of Gates coal are first encbunterea' just south of
Bullmoose Mountain and continue southeastwards to the B.C./Alberta border, a distance of nearly 140 km, and
beyond. In the Belcourt region, ihe average: aggregate thickness of the coal seams ranges Srom- approx:mately 28
m in the Red Deer area to 22 m in the Omega area. Indivicdual seam thicknesses are'r lely;'-’uniform, but may
vary locally in"areas’ of gréater striciirdl. distirbance. The coal seams are correlafa !hroughout the entire

property.

DT ION . . peer ' R

Nine codl seains and zones were- :dennf ed in.the Gates Formaflon across the old Belcourt propertv No. 1 being
the lowermost and No.'9 the upperniost. The ferin*Zoiie' encompasses a number of élosely-spaced coal horizons
within a distinct lithologic unit. These lithologic units were used for correlation in arédas Where individual coal
seams are difficult to recogniz€, due fo changes,in seam.characferistics or their trans, 16 carbo 'aseous and
coaly intervals: 771e No.: 1, 3 and 9 iseams are persistent and correlatable over long distances:-théy mdintdin their
:respecfpli)e lhrcknesses dnd. s!rallgraphlc posmon 'Ihroughour most of the property. The, ntervals within coal
zones No. 6, 7, 8 and 9 are correlatable onlv over. short distances, although most of the: coa zones, themselves,
persist Ihroughout the properrv ' e e . -

rese ﬁled below, fhe terin. potentral mining section” refers to coalsearis, w:!h or without rock
bands, which are equal to, or greater than 0.5 m in total true thickness.

In the dlscusswn prese

. No. 1 Seam : . .

This seam is defined as the first major seam reslmg on the uppermost massive sandstone.of the. Torrens Member

It is present within all four of the coal licence blocks that comprise the Belcourt properry and:ranges in thickness
Sfrom less than 2 m to approximately 11 m. The variation in thickness is both depositiondal and structural. In most
places the seam rests directly on sandstone, often includes a (.5 m rock band near the top.and. has a carbonaceous
claystone roof: The seam is best: developed in the Red Deer area. At Holtslander, the. lower half of the coal seam
often contains rock bands that divide this part of the seam into as many as four coal sphrs Only two or thiee of
these splits are usually considered to be potentially mineable, although four mining sections are occasionally
indicated.

o No.. 2 2ohe

Potential mmlng ‘seclions are present only in the Southern parts of the Omega area and in the Holtslander area.
In the Oriéga area, Zone 2 provides up lo two mining sections with thicknesses up to 2.53 m and 2.39 m. At
Holtslander No. 2 Zone mining seclions are verv thin, reaching a maximuni of 0.58 m. E[sewhere on the property,
this-zone is recognized only as a carbonaceous clavstone horizon containing discontinuous coal lenses, lving
within. well-developed sandstone units. In their last filed assessment report (1981. Open File No. 466), Denison
refer to a thick No. 2 Zone (or seam) as being the lowest seam within the Red Deer block and present such an
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interpretation on their drawings. However. the cross-sections show the lowest seam labelled as Seam 1. This
likely reflects a revised interpretation of coal seam designation which is known to have been used in the later
Jeasibility study. This interpretution is presented in the correlation shown in Figure 9, herein and maintained in
the text discussions.

» No. 3 Seam.

This seam is well-developed over the entire property. In the Red Deer area, it is a clean seam varying in thickness
Jrom 1.15m104.92m. Inthe Holislander area. the seam remains clean but thins to less than 2 m. Further south.
the seam thickens und includes rock bands. In northern parts of the Omega area. it reaches in excess of 6 m
thickness but thins towards the south where it no longer forms a mining section.

. No. 4 Zone

This zone is similar 10 the No. 2 zone, where the coal seams are discontinuous. In Red Deer this zone appears
only as a coaly horizon. In their 1981 report, Denison indicates that No. 4 zone contains a thick seam in Red
Deer. However, this seam is shown on the cross-sections as Seam 5. and reflects the same correlation revision as
discussed for No. 2 Zoné above. In the Holtslander and Omega areas the seam thickness ranges from 0.75 10 1.18
m . The stratigraphic position of 1he zone is marked at the base of a sandstone unit underlying the No. 5 seam.
No. 4 Zone does not present a consistent mining section in any of the resource areas.

. « No. 5 Seam

- This seam occurs across the entire property and has characteristics similar to Seam 1. It is thinnesi on the
Huguenot licences and in the northern parts of the Red Deer block. The seam reaches thicknesses of
approximately 8.5 m in Omega, 10.5 m the southern pari of Red Deer and ranges berween 4.8 m and 7 m thick in
Holtslander. '

. No. 6, 7 and 8§ Zoues

These three zones are similar in that each comprises two or more individual coal seams within a distinguishable
stratigraphic unit. The coal seams are generally thin, although individual thicknesses may exceed 2 m.

The units within which they occur comprise an interbedded sequence of carbonaceous partings and rock bands of
variable thickness. The correlation of these zones is. in places, quite teniative. The No. 6 zone varies in thickness
Jrom_less then 3 m in Red Deer to greater than 40 m in Omega where the zone is best developed. The No. 7 zone
is likewise variable in thickness, ranging from 8 m in Omega to 23 m in Holtslander and Red Deer. The No. 8 is
Sairly uniform in thickness except in Omega. where it thins to 2 m from an average of approximately /1 m.

o No. 9 Zone
This zone, which is stratigraphically 27 m below the Boulder Creek Formation, is the uppermost coal bearing unit

in the Gates Formation in Belcourt. The zone includes one thin coal seam which, in the Holtslander area. exceeds
0.5 min thickness. At present No. 9 Zone is nol considered 1o present a potentially mineable resource.

Structure

The structural style of the Belcourt region is typical of the Rocky Mountain Foothills in northeastern B.C. and is
represented by large-scale thrust faulting and intense folding.
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Folding

The folds in Belcour! are generally asymmetrical, with axial planes striking northwest and dipping southwest. The

folds are more open (o the north, out become tighter and, in_places, overturned south of the Holtslander. The
dominant fold style that characterizes the major anticlines in the property is the ‘box fold". In Belcourt, this tvpe
of folding occurs in the footwall of 2 thrust fault, by secondary folding of-the more gently dipping backlimb of an
asymmetrical anticline.

Secondary folds related to the formation of box folds and close (o the plane of Ihrusl'faultv are drag folds. These

Jolds have been observed in the foo!wall of the main thrusts throughout the property and range in amplitude.from

afew metres to several tens ofmelres Within the fault zones tFemselves. the intensity of deformation is evidenced
- by small isoclinal folds.

Irregulariy-dipping beds on the overturned limb of the Red Deer Syncline are attributed to gravity folding.

Faulting

The major thrust faults recognized in Be/cour! are illustrated in Figure 5. The fau/ts are wb-paral/e/ and of
varymg magmlude with dlsp[acemenls ranging up. to several hundred metres. .

The Red, Deer Kriob Thrust, which kas placed Mirines strata against the Gates, Formanon in Red Deer and Gates
Formation /llho/ogles against the Sraﬁesbury Formation in Holtslander, has been mapped over a strike length of
approximately 13 km. The surface t-ace of the faull is sinuous, primarily as a result of folding of the fault plane.
Jn Red Deer, secondary splay faults arising from this thrust cut across the southwest limb of the Red Deer
Syncline. From Red Deer southwards, the Red Deer Knob Thrust changes sirike from northwest to west and
Jlattens below the folded Bullhead succession, which underlies the Holtslander Synclinorium.

The Huguenol—Omega areas comprrse a long, narrow fault biock, bounded on the southwest by the Huguenot
771ru't ‘and on th_" northeast by the Prarmlgan Thrust, Thesz west- dlppmg faul!s are.. almost parallel to.one
another, extendmg from Jjust south of Belcourt Creek, over 17 kri to the B.C./Alberta border.

Relatively thick beds mapped on the surface or intersected in drilling are interpreted to be thickened sections,
repeated by thrust faulting. Some of the anomalously thick coal sections encountered.in drilling are believed fo.be
imbriciated, particularly in areas close to major faults.

Pit Area Structures
Red Deer

The structure_of the_proposed Red Deer pit area is dominated by an anticline-syncline pair. Both anticline and
syncline. are asymmelrical, with axial planes dipping steeply west. The anticline is actually a box fold that

plunges approxzma!ely :15° southeasi. In the northern part of the pit area this fold is eroded to the Cadomin

Formation and the Gates coal measures are present only on the steeply-dipping limbs. Southwards, however, the

coal measures are under shallow cover at the top of the box fo'd and the coal seams occur over a large area of
relatively undisturbed and gently-dipping beds.

Holtslander
The proposed Holislander pit area encloses three shallow synclines that, taken together, form a broad,
southeasterly-plunging synclinorium. In the northern part of ihe mining area the coal seams lie close fo the

surface. Further south, along the southwestern limb of the synclinorium, the coal beds dip gently eastward,
although they are cut by several splay faults from a folded and flat-lying backlimb thrust fault.
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The proposed Omega pit area ehcompasses tightly folded coal measures that lie between the west-dipping
_Huguenot and Ptarmigan Thrust faults. The structure of this block is dominated by a compressed anticline-
syncline pair with steep, westerly-dipping axial planes. The common limb is complicated by thrusi faulting in the
south. The fold pair opens northward where the anticline becomes more dominant and forms a box fold. The
northernmost portions of the block contain the southern termination of the Huguenot syncline and underlying,
Jfolded, Ptarmigan Thrust. The proposed pits mainly form long, narrow panels along the crests and limbs of
anticlines and occupy the cores of shallow synclinal troughs.

RESOURCES
General

Resources have been estimated from cross-sections obtained from the Coal Assessment Reporls prepared by
Denison Mines following the exploration work conducted berween 1978 and 1980. Although no re-inierpreiation
of the coal seam geology has been carried oul in this study, randoni checks of the drill hole data were conducted
and it was concluded that the Denison sect:ons represented a reasonable interpretation jor the purpose of this
current evaluation. .

The previous studies carried out by Denison and its consultants estimated the amount of in-place raw coal, 0.5 m
or more in thickness, to be approximately 1,023 million tonnes within the original Belcourt property. Within this
regional resource, open pit resources totalling 173 million tonnes of product coal were identified as follows:

Areas Tonnes Clean Clean Coal
Coal (millions) Stripping Ratio
Red Deer Pit 94.2 11.7
Holtslander 49.5 12.7
Omega 29.4 6.8
173.1 11.15

It should be noted that these open pit resources were defined as "reserves™ in the previous studies since it had
been demonstrated that they were economically viable based upon the level of feasibility study conducted by the
owners at that time. However, the open pit resources developed in the current study, which is based on a revised
concept, cannot be defined as “reserves” since this evaluation is not considered to be at a "pre-feasibility” stage,
the minimum level of study required by the VSE for which economic viability can be demonstrated. Hence for the
purposes of this report the coal tonnages defined as being potentially mineable are classified as “resources”.

In order 10 assess the potential mineability of the in-situ resource, a preliminary assessment was conducted 1o
determine the range of economic stripping ratios based on current projections of revenues and costs. A clean coal
production rate of 2.0 mtpy was used as the basis for this assessment. This initial work indicated that stripping
ratios would need fo be in the range of 4.0 to 5.0 cubic metres of waste per tonne of raw coal in order to be
potentially economic and thus a target raw coal stripping ratio 0f4 5:1 was used as the basis for determining the
available open pit coal resources.

Resource Calculations

Preliminarv pit plans were developed for both the Red Deer and Holtslander blocks by constructing pit outlines
on vertical cross-sections at 200 m intervals utilizing the siripping ratio limitations noted above and a maximum
wall slope angle of 45°. The individual coal seam lengths were measured directly on the cross-sections and the
true thickness of each seam increment taken from the data shown on the section. The orea of influence of the
cross-section was usually 200 m, and the tonnage represented by each mining section was calculated and totalled
by cross-section and pil.
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Pit volumes were- also determined jrom measurements on the cross-sections and ftotal waste calculated after
subtracting the coal volumes on eacn section.

The following parameters and assum:ptions were used in the estimation of the coal resources. -

)

2

()

)

o

Minimum mining thickness - a minimum thickness of coal, or waste band which could be mined separately,
was assumed to be 0.5 m. This was the. same figure vsed in the previous work and hence there are no seams
on the cross-sections showing mining sections less than 0.5 m thick.

Specific Gravity (SG) - in this study an overall specific gravity of 1.4 was used on all seams for both pits.
Since the level of study did not allow for a detailed analysis of variation of specific gravity throughout the

seams, the figure used was considered to be a reasonable average for the proposed open pit areas.

QOut of Seam Dilution (OSD) - the amount of waste mined along the seam contacts and mcluded wz{h the planr
Jfeed coal was assumed to be 10% by weight ofdry in-place coal. .

Mining Recovery (MR) - it was assumed that approximately 10% of the in-place coal would be lost during
mining - thus a mining recoveryfacror of90/ was used.

Adom!ure JSactor (MF) - the moisture conlenr in the plant feed coal was assumed to. be 6%.

In this conceptual study, no correction factor was applied te account for variations in the dip of the seams
between sections, nor was a geological factor used.to allow for the. degree .of confidence -in the structural
interpretation. For Red Deer and Holtslander pits; however; these factors:should:not have-a significant impact on
the amount of resources estimated.

The tonnage of plant feed coal (PF) resulting from-the in-place coal resources, was determined as follows:

PF tonnes = in-place volume = 1.4 (SG) X 0.90 (MR) x 1.10 (OSD) x 1.06 (MF)

in-place tonnes x 1.0495

In determining the clean coal the following parameters were used:

- plant yield, dry basis - Holtslander 73%
- Red Deer 78%
- moisture content of clean-coal 8%

The clean coal tonnage is thus caleulated a&fol!ows:

Clean coal " Plant feed.(dry) x yield.x 1.08

Thus, for Holtslander

Clean coal = PF x 073x1.08
1.06
= PFx07438
and, for Red Deer
Clean coal = PFx0)78x1.08
1.06
= PFx0.7947
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Summary of Holtslander and Red Deer Open Pit Resources

Holtslander

The coal resources within the proposed Holtslander open pit are contained within six seams of the Gales
Formation. The No. 5 seam is the most persistent, consfituting almost 60% of the total pit resource.

The Holtslander pit contains an estimated 17.7 million tonnes clean coal at an overall clean coal strippfng rafio of
5.74:1. ‘

A summary of these resources by seam is shown in Table 6-].

) Table 6-1 . ~
Summary of Holtslander Pit Resource

Coul Tonnes (000s)

Seam # In-Place Plant Feed Clean Waste Mined
(000’s BCM)
8 103 108 80
6 3351 3517 2616
5 13,164 13815 10,276
3 912 957 712
2 322 338 25
I 4774 5011 3727
Total 22,626 23,746 17,662 101,368
Stripping ratios - Plant Feed - 4.57:1
. Clean Coal - 5.74:1
Plant Yield - 73%

Red Deer

The proposed Red Deer pit contains coal resources within a total of six seams, with the lowest seam, No. I,
constituting approximately 50% of the total pii resource and No. 5 seam almost 30% of the resource. The total
resource at Red Deer is estimated at 27.5 million tonnes of product coal at an overall product coal stripping rafio
of 5.72:1. These resources are summarized in Table 6-2

Table 6-2
Summary of Red Deer Pit Resource

Coal Tonnes (000s)

Seam # In-Place Plant Feed Clean . Waste Mined
(000’s BCM)
8 - 96 100 80
7 412 432 344
6 1229 1290 1025
5 9538 10,010 7955
3 4909 5152 4094
1 16,746 17,575 13,967
Total 32,930 34,560 27,465 157,124
Stripping ratios - Plant Feed - 4.54
Clean Coal - 572

Plant Yield - 78%



Discussion

1t is estimated that approximately 3% of the above resources would be classified as oxidized, or thermal coal. In
previous studies the zone of oxidction was considered to exiend to 15 m below surface, but it is the authors'
opinion that the depth of oxidized coal would be no more than about 7 m, based on the experience of most coal
operations. In this study, an oxidation depth of 7 m has therefore been used in estimaling the amount of thermal
coal.

The resources contained in the proposed Holtslander and Red Deer pits are considered to be in the indicated
category.

Additional Coal Resources

The coal resources identified at Red Deer and Holtslander are limited only by the economic stripping ratios. The
existence of extelisive ddditional coal résources in these areas has beén vell demonstrated by the exploration
programs of thé late 1970's and subsequent evaluation studies. For instance, the resources estimated for Red
Deer and Holtslander in the current sludy represent less'than one-third of the open pit resources in the 1982
Seasibility study.

Due to the higher coal selling prices utilized in the previous studies, pit stripping ratios were higher and
substantially more coal resources were defined than in thé present study.” In the 1982 siudy, a total resource of
143.7 million tonnes of clean coat was est:ma!ed Jor the Red Deer and Holtslander open pits, at an overall
Stripping ratio of12 L

From the results of the present study it can be seen that any improyemems in the project costs or revenues would
have a positive impact on allowable stripping ratios and thereby provide additional coal resources in both
Holtslander and Red Deer pits.

The potential for development of aclditional resources also exists through further exploration and pit design work
in areas immediately adjacent to the currently defined limits of the Red Deer and Holtslander open pits.

Some coal would likely be recovered from shallow pits on the north end of Red Deer and on the south pornon of
Hollslander wh:/e addmonal coal resources could be developed between lhe two Réd Deer plts

“In the southerri part of the original Belcourt property sibstantialcoal resources ‘have"been" identified- in the
Huguenot-Omega licence areas. Tkese two blocks cover an aggregate sirike length of the coal measures of about
12 km. Most of the coal seams in these areas are confined to the eastern steeply-dipping limbs of the Omega
anticline, with some flatter lying portions where adjacent fo/d- raise the coal seams close to the surface. It is in
these shallow dlppmg areas where there is the greatest poteriticl for devéloping additional open pit resources.

An evaluation of the Huguenot-Omega data has restlted in'the definition of potentially open pittable resources in
the Omega block, while !hfe Huguenot block is seen as havirg the potential for developing resources through
JSurther work in this area. The Omega resources were estimated using similar criteria to those established for Red
Deer and Holtslander, with conceptual open pit outlines bzing constructed on cross-section and based on
approximately the same stripping ratios. For the most par:, the Omega sections were developed at 400 m
intervals, with occasional 200 m infermediate sections, thus areas of influence were generally much greater than
Jor the proposed Red Deer/Holtslander mining areas.

A summary of the Omega resources is shown in Table 6-5. Ii indicates a total of approximately 34 million tonnes
" of clean coal could potentially be recovered at an overall clean coal stripping ratio of 6.36:1. Since no review of
coal quality or possible plant flowsheel has been conducted for the coal from this part of the property, an assumed
plant yield of 75% has been used.
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- Table 6-5

Summary of Omega
Pit Resources

Coal Tonnes (000s)

Seam # In-Place Plant Feed Clean Waste Mined
(000’s BCM)
6 2,335 2,451 1,872
5 13,712 14,391 10,995
4 1,565 1,643 1,255
3 10,667 11,195 8,553
2 4,654 4,884 3,731 K
1 9,738 10,220 7,808 -

42,671 44,784 34,214 217,556

Stripping ratios - Plant feed - 4.86:1
Stripping ratios - Product coal - 6.36: )

These resources are considered to be in the indicated category

COAL QUALITY

Coal quality data presented below has been taken primarily from Denison Mines (1981 and 1980). The quality of
the Gate Formation coals has been established on the basis of samples from adits and drill cores from exploration
conducted by Denison between 1978 and 1980. The coal samples were subjected to physical and chemical
analyses, washability studies and pilot-scale tests in order to evaluate the properties of the unoxidized coal seams
as a coking coal and the oxidized portions as a thermal coal. Only the analytical procedures and the results
obtained for metallurgical coal are presented below. ‘

Analytical Procedures

For coal intersections from drill core, the sampled intervals took account of core recovery, coal splits and rock
bands. Samples were divided into two categories based upon whether core recovery was greater or less than 40%.
Coal analysis was done by General Testing Laboratories, Vancouver, B.C. and Cyclone Engineering & Sales,
Edmonton, Alberta. Bulk samples from adits were analyzed and washed at the pilot plant of Birtley Coal &
Mineral Testing, Calgary, Alberta and at the Federal Government's Western Research Laboratory (CANMET) in
Edmonton. Carbonization tests were conducted on clean coal samples from the adits at the CANMET facilities in
Ottawa.

Regional Coal Quality

Regional data on the quality of Gates Formation coals are summarized in Table 7-1; note that the listed licence
blocks represent the nomenclature designated by Denison Mines Ltd. The most significant regional trend noted is
the change in coal rank from lower rank in the northwest to higher rank in the southeast....Based on the volatile
matter, the Ptarmigan and Omega blocks are ranked as low volatile bituminous (Ivb), whereas all other blocks fall
in the medium volatile bituminous (mvb) coal rank.
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Table 7-1

Summary\ofeReglonal. Clean Coal Quality*
Gates Fomanon (Denison)

I
Red Deer Red Deer Holtslander Holtslander

North South(l) North(l) South  Huguenot Ptarmigan(2) Omega(2)

Prox-imate Analysis (adb) . )
Moisture % 0.99 0,;82 0.78 0.74 0.70 0.67 0.53

Ash % 7.04 6:66 7.46 6.95 7.15 7.78 6.76
Volatile Matter % 2571 25.89 - 2537 23.95 22.25 19.17 18.84
(dmmf) ©271.39) @2756) + - (2591)  (2540)  (23.50) (2055 - (19.70)

Fixed Carbon Y% 6628 66:57% €7.45 68.36 69.90 72.12 73.88
Sulphur ° % 035 036 037 0.34 0.57 0.44 0.46
Phosphorus % 0050 0.043 0.044 0.049  0.043 0.049 0.045
Free Swelling Index (FSI) . - 6% 7 6% 7 6% 5 4%

Mean Maximum Reflectance - A :

"Ry % 1.16 "1:18 1.19 1.42 1.64 1.62

* . Arithmetic average from all adits and drill core, samples (witn greater than 40% recovery).
Taken from Denison Mines (1981) :
R, Values, taken from Demsou Mines (1980).

1) Essentially equivalent to Red Deer and Holtslander blocks in this study.
(2)  Essentially equnva]ent to Omega block in t}us study



The average sulphur content shows a general increase towards the southeast, from 0.36% in Red Deer to 0.57% in
Huguenot and 0.46% in Omega. The average Free Swelling Indicies in the low volatile coals are generally below
6, while the medium volatile coals show F.S.1. values in the 6 to 7 range. There is no significant change in
phosphorous values throughout the property. The average value is given as 0.042%. However, occasional high
values (0.17%) are associated with some thin seams. The Belcourt coals have good washability characteristics
with laboratory yields ranging from 75% to 83% for low ash level “products”.

As past exploration on the old Belcourt proper!y concentrated mostly on Gates Formation coals, only a limited
amount of data is available on the quality of Gething coal seams. Denison (1981) provides an average analysis
obtained from coal core intersections from three drill holes: these are shown in Table 7-2, below.

Table 7-2 -
Gething Formation Coal Quality - .

Residual Moisture % - 071 (air dry)
Ash % 7.76 (air dry)
Volatile Matter % 20.39 (air dry)
Fixed Carbon % 71.12 (air dry)
Sulphur % 0.36

Phosphorous % 0.057

FSI Range % 2-6

No further discussion of Gething coal quality is presented herein, as these coals are not currently largeted as
providing near-term production potential.
Coal Quality - Denison’s Pit Areas

The éua/iry of “product” coals from previously proposed and engineered 6pen pits in the Red Deer, Holtslander
and Omega areas are shown in Table 7-3.

Table 7-3
Summary of Clean Coal Analysis - Pit Areas (Denison)

Red Deer ~  Holtslander Omega

Proximate Analysis (adb) A

Moisture % 0.82 . 0.77 0.60

Ash % 6.68 7.87 7.71

Volatile Matter % 25.37 25.28 18.49

Fixed Carbon % 67.08 65.85 73.20
Sulphur % 0.32 037 0.44
Phosphorous % 0.040 0.037 0.048
Free Swelling Index 6-8 5-8 - 355

Weighted by the product coal tonnage for each seam.
Taken from Denison Mines (1980)

The projected coal quality for each “pit” area reflects the trends apparent in the regional (clean) coal quality
presented in Table 7-1, above. :



Table 7-4

... Summary of Seam Clean Coal Analyses ‘
Red Deer, Holtslander and Omega Pit Areas (Dénison)

Seam

Red Deer ) . Wt
Ash % 6.76 5.29 7.57 5.65 671 -~ 630
Volatile Matter. . % 25.05 24.82 25.65 26.37 28.01 29.08

- Sulpbur - % 024 032 029 0.58 0.63 0.59

Phosphoruss % 0.03 0.03 0.05 - .0:06 ° 0.02 0.05
Free Swelling Index T 6 7 1% 8 7

Holstlander :
Ash % - 7.71 8.43 8.13 4.96
Volatile Matter % 2417 2587 2550 ' 27.40
" Sulphur % 0.37 0.34 0.45 ' 036
Phosphorus % 0.03 0.03 0.07 0.04
Free Swelling Index 7' 7 6% 6

Seam
: 1 2 3 4 5 6

Omega ]
Ash Sen Yoo .. 794 1.0-. 9.77. . 12.18 6.73 5.32
Volatile Matter % 17.85 17.88 17.11 17.26 19.77 2].64
Sulphur ° % 044 - 0.49 0.43 0.49 0.39 0.68
Phosphorus % 0.03 - 0.06 0.06 0.02- 0.05 0.06
Free Swelling Index 4 4% 2% 3. 5% 8Ya
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. Both the drill core and adit samples were cleaned using the ﬂoa!—sink'inelhod. All the chemical analyses were
done using ASTM coal testing procedures. Summarized coal quality data are presented for each seam in Table 7-
4, below. Based on the results, the following observations can be made on the different characteristics of the
various coal seams. .

. The residual moisture levels are \'e}y uniform, averaging approximately 0.80%.
. Ash levels range from 4.96% to 12.18%; however, for the major seams, ash values generally range

between 5.29% and 9.77%.

° Volatile matter contents within Denison’s proposed pit areas fall within a narrow range of values.-
(24.82% 1o 29.08%) for Holtslander and Red Deer, although (his range is narrower. Afor the ma/ar
seams. At Omega, volatile contents range from 17.11 V 10 21.64%.

. Sulphur values for Red Deer and Holtslander are low, ranging between 0.24% to 0.63%. The sulphur
contenis of the main seams range between 0.24% and 0.34%. However, coal from the upper three zones
(6,7 and 8), which represent onlv a small proportion of the total resources, have higher levels that might
require moniforing and possible blending during mining.

Denison Mines (1981) reported an average simulated product coal quality from the processed drillhole samples
as:

Table 7-5
Simulated Product Coal Qualities (Denison)

Medium ~ Low
Air-Dried Basis : Volatile " Volatile
Residual Moisture % 081 . 0.60
Ash % 7.05 7.24
Folatile Matter % - 24.63 19.00
IYol. Matter (DMMAF) % h 25.95 20.09
Fixed Carbon % 67.71. 73.05
Sulphur % ) 040 0.45
Phosphorous % ’ 0.045 0.047
FSI Range % 6%-7 3%-5%

The weighted average quality of the metallurgical product coal from Red Deer and Holtslander the pit areas, for
Denison's proposed 20-year production period (Denison Mines, 1981) was;

o Table 7-6
Overall Product Coal - Red Deer and Holtslander (Denison)

Air-Dried Basis

Residual Moisture 0.75%
Ash 7.5%
Volatile Matter 25.56%
Fixed Carbon 4 66.19%
Sulphur 0.32%
Phosphorus 0.035%
FSI Range : 6-7

Yield 71.8%



The results of washability tests indicated that Belcourt coals exhibited excellent washability characteristics w:!h
resultanr high yields and low ash. .

. Discussion

Most of the foregoing coal quality data has been taken from Denison Mines (1980). The 1981 coal quality data
are not available in their entirety in Vancouver, although they are publicly available through the Geological
Survey Branch, B. C. Ministry.of Energy and Mines, Victoria. Consequently, these data have not been reviewed
Jor the purposes of this report.

It is understood that the most recent data do not detrimentally alter the data presented above, an indication of

which can be gained by comparing Table 7-1 1o Tables 7-4 with Tables 7-5 and 7-6. . -
With regards to the overall quality of Belcourt coals and their coking characteristics, Denison offers the following
summations. In the Summary to their 1981 report, Denison Mines state:

“The results ﬁ‘orr.i':n excess of 150 individual Gaies Meniber (sic) sedm saniples taken
from drill holes throughout the property cons:s!enr/v conﬁrm the presence of good
quality metallurgical biturainous coal.”

Carbonization tests on drill core and adit samples have shown these coa/s to be good self coking as well as blend
coals. Denison note that .

“The resulls indicate that all coal samples coke and jurther indicate the coke stabilities
Jactors indicate that the Belcourt coals are beiter (superlor) when compared with the
Standard blends. " .

In addition fo_the foregoing data, f’1e location of the Belcourt property, situated between other well known coal
properties on “which many millions of dollars has been spent on exploration, coal’ quality festwork and feasibility
studies (e.g. Saxon, Monkman) lends. reasonable support to the acceptance of Demson s charactenzatlon of the
coal quality at Belcourt. S

DEVELOPMENT POTEN TZAL
Introduction

In order to assess the potential of the property for economic development and to determine the scope for future
work programs, a conceptual development plan was prepared. The concept envisaged a smaller scale of
operation than had been previousiy planned, with a target production rate' of two million tonnes of clean
metallurgical coal per year being the basis for the study.

A conceptual mining plan was devised, a preliminary coal preparation flowsheet was developed, infrastructure
requirements were reviewed and preliminary capital and operating costs were estimated.

Mining Plan

A conceptual mining plan has been developed on the basis of providing sufficient’raw coal to produce 2.0 mtpy of
clean metallurgical coal product. The plans developed for the Holtslander and Red Deer pits indicates there is a
total of some 56 mt of recoverable raw coal available, providing enough plant feed for more than 20 years of
operation. As envisaged, the two open pits would be mined separately, commencing with the Holislander. The
Red Deer pit would be prepared for production as the resources at Holtslander are nearing exhaustion.
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Mining of Holtslander and Red Deer would require that approximately 260 million BCM of wasle be removed
during the course of operations, resulting in an overall plant feed stripping ratio of 4.4:1 and a clean coal
stripping ratio of 5.7:1. Intermitten! quantities of oxide coal would be mined during the initial years of operation
of each open pit. This material would be stockpiled near the plant and blended with the remaining plant feed coal
at a steady ralte over the life of the operation. Since the oxide coal will represent no more than 5% of the ltotal
plant feed it is not expected 1o cause any problems in being able to meet the metallurgical coal specifications.

Although an estimate was prepared for the additional resources in the Omega block, no mining plan was prepared
Jor this area.

Holtslander Pit Plan

ﬂ;e proposed Holtslander pl{ is a narrow cresceni-shaped structure which generally fol/owv the. outcrop of coal
seam | along its north side and seam S along the west and south west. The zones below seam 5 tend to thin'
towards the south and cannot be mined economically at stripping ratios greater than S:1. The coal seams are
relatively shallow dipping on the limbs of the Holtslander Synclinorium, averaging about 20°, with local dips
exceeding 30° in some areas, but rarely more than 45°.

There are six seams identified within the Holtslander pit that contain up to a total of 13 mining sections greater
than 0.5 m true thickness, as shownin Table 8-1.

Table 8-1
Holtslander Mining Sections

Max. Number Thickness Range

Mining Sections of Mining Section

Seam # . in Seam (m)

8 2 0.54-1.82
6 4 0.54-3.92

5 1 4.82-6.95

3 1 1.54-1.76

2 1 0.50-0.58

1 4 0.52-3.43

Total coal production from Holtslander is estimated at 17.7 mt of product coal, with waste stripping of 101.4
million BCM.

Red Deer Pit Plan

The main part of the proposed Red Deer pit follows the coal seam outcrops along the syncline-anticline structure
to form a U-shaped pit varying in depth up to 250 m below surface. A smaller, separate pit is developed to the
southeast of the main pir in the south west limb of the Red Deer syncline. The seams are near vertical in the area>
of the Red Deer Syncline and along the northeast limb of the Red Deer Anticline, while along the back of the
anticline the seams dip down plunge at about 20°.

Along its southwest limb and across the base of the "U”, the main pit follows the No. I seam which is the
predominant seam in this area, varving up to 11 i thick and accounting for about half the total coal resources.
There are a total of six seams in the main pit containing up to 10 mining sections exceeding 0.5 m thick, while the
secondary pit to the south conlains five seams with up fo seven mmmg sections These mining sections are
summarized in the following tables.



Table 8-2

Red Deer Mining Sections
Max. Number Thickness Range
Mining Sections of Mining Section
Seam # in Seam (m)
Red Deer Main Pit
8 1 1.89
7 3 0.50-1.48
6 2 1.16-1.68
5 2 065-7.27
3 1 - 115-4.13
I 1 5.39-11.08
Red Deer South Pit
7 2 068-1.14
6 2 0.47-133
5 1 4.80-10.56
3 1 3.36-4.92
1 1 205-6.16

The combined Red Deer pits contain a total of 27.5 mt ofbro,a’ud coal, requiring 157.1 m BCM of waste removal.

Mining Methods and Equipment

Mining would be conducted using conventional open pit methods and equipment, with operations running two-12
hour shifts per day, 350 days per year. Mi mng practices would be essentially the same for both Holtslander and

Red Deer pits.

Waste rock would be'drilled and blasted on a working bench height of 12 m, with blast hole spaci:r]g being about
8.5 x 85 m for 300 mm dia. holes. Blasting would be carried out using a combination of ANFO and water
resistant slurries supplied from an on-site mix plant.

Loading of waste would be by 19 m’ electric cable shovels, anc hauling by 136 1 capacity énc}l'éi'izmp trucks. Waste
would be hauled to a series of dump sites situated around to the pit perimeter to minimize haulage distance and
cycle times.

Digging of coal would be carried cut using 12 m’ hydraulic excavators, loading into 91 t caﬁacity haulage trucks
equipped with coal boxes for the increased volume. Trucks would haul to the plant site where the ‘oxide coal ana’
plant feed coal would be stockpiled separately. : :

Mining Sequence and Schedule

This conceptual mining plan has been developed on the basis of mining the Holtslander and Red Deer pits
separately and in sequence, with Holtslander being mined first. Several reasons for mining Holtslander first are
as follows: '

o Easier access due 1o the more moderate fopographic relief:

. Less pit haulage road construction and pre-production stripping;
. Slightly lower overall stripping ratio; and

. Lower coal haulage operating costs.
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The initial mining at Holtslander will take place in the northern part of the proposed pit, and proceed down-dip
and along strike towards the south end of the deposit. As a result, the haulage costs for moving coal to the plant
will tend to be lower in the early years of mining and increase as the haulage distance becomes longer in the
latter stages of the pit operation. .

It is estimated that approximately 4 million BCM of pit development waste will need to be removed to prepare the
benches for the first year's coal production, which has been set at 1.5 mt of product coal. Planned production
capacity of 2.0 mt per year would be achieved is the second year after start-up.

Since_a detailed mining plan has not been prepared for this conceptual study, it has been assumed that a constant
stripping ratio can be maintained throughout the life of each pit, resullmg in an annual waste removal at
Holtslander of some 11 million BCM per year.

During the final year of—}fuﬂ' production at Holtslander, pre-production siripping of the Red Deer Pit would - - -

commence and, once in production, waste strlppmg would continue at a constant rate of about 11.4 million BCM
per year.

Although no specific mining plan was developed for Omega, the potential economics of the pit operations are
projected to be similar to those at Red Deer and Holtslander. It is envisaged that the Omega deposit plus any
potential resources at Huguenot, would be mined as satellite pits with ROM coal being truck hauled to the
- proposed plant site near Red Deer/Holtslander, a distance of about 40-45 km. The additional haulage costs would
be offset by the lower capital development cost, since no additional plant would be required. An alternative
concept would be to operate an independent plant at Omega and haul clean coal to the proposed Red
Deer/Holtslander loadout facilities. This would increase capital cost but allow the Omega area to be brought mlo
production earlier if coal demand justified it.

Coal Handiing and Preparation -
Flowsheets

In previous studies, in which Red Deer was the main focus, a preparation p/ant flowsheet was developed which
was the most appropriate for Red Deer, but which was not suitable Jfor Holtslander coal. Under this current
concept, however, it would be necessary to have a flowsheet which is most favourable to Holtslander, since that
pit is to be mined first, but which would not jeopardize the plant recovery for Red Deer.

During the comparisons of potential flowsheet combinations, it was determined that the most favourable for
cleaning the Holtslander coal would be a dense medium bath for +10 mm, dense medium cyclone for the 10 x 0.5
mm portion, water only cyclones for the 0.5 x 0.15 mm fines and flotation for the -0.15 mm fines. It was
determined that an approximate plant yield of 73% @ 9.5% air-dried ash would result. The expected yield for
Red Deer, using the same flowsheet is 78%. This Jlowsheet combination is a proven standard in the coal fields of
western Canada. It is the present flowsheet at the Bullmoose and Quintette plants, except for the dense medium
bath. "

It is recognized that some oxidised (thermal) coal will be in the deposit (possibly up fo 5%, based on the current
pit resource estimates). This material should be set aside at the raw coal dump area to be “bled” into the plant
Jfeed at a rate allowed to the quality constraints of the clean coal.

Plant Site and Tail{ngs

After feviewing several alternative plant site locations, it was determined that, for this study, the preferred
location is about 4 km north of the Holtslander pit in an area of gently sloping ground just to the west of Red Deer
Creek. Although this location results in a fairly long downhill coal haul from the Red Deer pit, it is reasonably
close to the Holtslander pit, which is to.be mined first, and is also close to a suitable area for the rail loop
required for clean coal loadout. An area for tailings disposal has been sited about two km ro the northeast of the
plant site.



" Infrastructiré Requirenients

In addition to the coal preparaticn plant, other on-site facilities required for the project would include coal
storage and loadout, maintenance shops, warehouse, changehouse and offices. Site service such as water and
power supply, sewage disposal arid water management Sacilities would also be required.

Infrastructures off-site would consist of d rail line extension from the Quintette minesite, upgrading and extension
_of exisling access roads into the property, and the construction of a new powerline from Tumbler Ridge.

Capital and Operating Casts

Prel:mtnary estlmates of captta/ and operating costs were prepared Jor’ the open pit miné, prepardtion plant and
associated fac:lmes and mfrastruc!ure Jor the’ project development cOncept déseribed above. * Costiig data were
obtained from several sources, including budget equipment and supplies quotes and in-house data files. The
estintates include allowances for engineering, conslruction management and contingencies.

,‘assumed thdi'B. C. Hydro would bear thié* costof - consmlcttng a new power
.llne to the property from Tumbler thge and that the rail lirie extens:on from Qu/ntette would be fingriced and
' constructed by-B.C. Rail." The reco"ery of these capital costs was allowed for under the respecttve operatmg costs
Jor | power and coal lransportatton

A sulmmatlijof the estimated costs is shown below:

Capital Costs * $ Million
Initial - Mining 61.9
- Plant & Infrastructure 81.3
- Construction Indirects 303
Tl T 1735
Ongoirg ™ = Equipnient -~ - 78.9°
" - Reéclamation : T80
86.9
o .Oﬁeraﬁng Costs ' h ' '8 Per -Tonne
' Clean Coal
Holtslander Red Deer-
Mining' 13.15 13.77
Plant/G&A 9.98 9.98
Coal Transportation 26.00 26.00
49.13 49.75
RECENT EXPLORATION
Irxtrndueﬁori )

In part fulfilment of stock exchange listing requirements, Western Coal Corp. carried out a drilling program on
the property in February-March, 1998. Based upon a site visit conducted in October 1997, the northern end of
the Holtslander block was selected for this work Jor the following reasons: :
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. the area is at low elevations,

. it is readily accessible,

e ' itcontains two recently logged clear-culs that transect the proposed pit area,
. it is underlain by near-surface coal seams.

Additional drill hole data in this area enables better definition of the structural geology particularly with respec(
to the trend and plunge of the fold axes of the underlying anticline-syncline pair.

Work Completed

The program consisted of the following activities:

. property examination and drill program planning
. road clearing and drill trail construction ‘
e open-hole drilling
. _ sampling
. geophysical logging
. reclamation
e coal analysis
. program supervision and report preparation A

The main elements of each of these are summarized below.

A site reconnaissance was conducted by B. Briggs, P. Eng., J. Perry, P. Geo., and D Lucas, P. Geo. between
October 20" and October 23™, 1997. Approximately 2 days were spent on the property; additional time was spent
in discussions with government and corporate forestry officials regarding aspects of road .access and current and
_ planned logging activities in the Belcourt area. ‘

The property reconnaissance consisted of ground examination and airborne observations. The jformer was
conducted on the northern (main) portion of the proposed Holtslander pit area. A helicopter flyover was
undertaken across the Red Deer, Holtslander, Huguenot and Omega blocks, in addition to prospective access
routes west of the Red Deer block and along a proposed rail line extension from Quintette to Triad Creek, at the
northern end of the proposed Red Deer pit. The areas of proposed site facilities for the Red Deer pit were also
examined from the air. Approximately 27 km of all-weather logging and gas-well service roads were cleared of
snow prior to mobilizing the drill. An additional 1.9 km of existing drill trails were also cleared of snow and other
material (deadfall, rocks, etc.) that had been pulled over the trails as part of previous reclamation efforis by
Denison Mines in the early 1980's. Approximately 1.2 km of new drill trails were opened within the two clear cut
areas. Most of this work entailed clearing snow and deadfall; little bulldozing of the ground was required.

A total of eight drill sites were established. Drilling was abandoned on two of these, BRH-98001 and 98007, due
to excessive overburden and hole stability problems.- A total of 618.5 m was drilled. The drilling was carried out
-by a track-mounted Northspan Exploration rotary drill capable of producing 540 cu ft/min at 350 psi, using-a 4
%" hammer bit. Drill collars were located using tape and compass. Their co-ordinates are presented in Table 9-1
below, together with elevations and hole total depths.



Table 9-1

1998 Drill Hole Locations
Collar Coordinates Elevatibn Total Depth
Hole No. Northing Easting (1) " (m),
BRH 98001 6050092.0 671,302.8 1176 14.63%
BRH 98002 6050209.3 670,852.0 1185 101.50
BRH 98003, 6049954.5 '670.194.6 NS 92.35
BRH 98004 6050066.5 670,293.7 1099 101.50
BRH 98005 6050118.9 670.120.0 1098 101.50
BRH 98006 6050192.5 670.191.9 1095 98.45
BRH 98007 6050263.6 670,290.7 1085 ) 7.32%% s
BRH 98008 6049811.4 670,281.0 1125 C 0022 g
* Hole abandoned due to caving.
L HE Hole abandoned in overburden.

Drilling, road clearing, drill trail and drill pad preparallon and reclamation was carrled out by Murfitt
Contracting (Chetwynd, B.C.).

All the major coal seams were sampled except for Seam 3 in BRH 98004. The sampllﬁ‘g’lme"lh’od.utilized a sieve 10
collect the sample from a divertzr placed over the drill collar. ' The samples were bdgged and left to stand and
settle. Excess water was decanted; the bags collected Jrom each seam were then mixed, a composite sample
obtained and then sent for analysis. Some thin r:der seams and porllons of certain thinly interbedded coal and
rock zones that underlie some of the major seams were also sampled, but not in every instance. -

All holes were geophys:cally logged except for BRH 98001 ‘and 98007 neither of which penetrared bedrock. A
Jull suite of logs were run, which included caliper, denslty gamma. rav, neulron -nevfron’ and Jocussed beam
resistivity. All logs were produced in digital and hard copv format.” Geophyslcal logglng was prowa’ed by CGC
Acqulslllon Corporatlon (dba Century Geophysical). (Calgary, Alberla)

Reclamalmn of. dl‘l” Jites,and. aceess | alls nas carrled,oul_lmmea'lately after dr:lllng ceased The disturbed sites
and trails’ !olalled\approx' nate a ‘ ’ }ngly “dril pads 400 m “new drill irails, 5950

v old. dril trails, .9500 m For most of ‘the dlsturbed areas reclamallon involved spread:ng the windrow
marerlal -and deadfall thal had been pushed fo the sndes back over the rralls and dFill pads Sectlons of new trail
cut-info banks.were re-sloped fo lhe epnlour lme Drlll casmg was cut fo w:!hm a few cent:metres of
ground level andthe holes plugged with’ lree limbs and ﬂagged for surveymg lister iri lhe summer

Samples from Ihe major coal seams were selected for analys:s All analyses were performed on a 1.5 8.G. float
and included proximate analysis (ash content, Volatile matier, f xed carbon, residual moisture) total sulphur and
FSI. (free swelling, index) deterriinations. The results from this testwork are presented in Table 9-3. Coal
analyses were carrjed out by Lormg Laboratories Lid (Calgarv Alberta).

Geological Sield supennslon was prowded by D. R. Lucas, P. Geo, an independent geologist, who also provided
the data presented in Tables 9-1 and 9-2. Additional data handling and report preparation has been carried out
by Beacon Hill Consultants (1988) Ltd.

Results

The geological and seam thickness data together with the general coal quality characteristics of the coal seams
intersected by the 1998 drilling are consistent with expectations based upon previous work.

Seam interval and thickness data are presented in Table 9-2. True thicknesses were estimated using dips taken

from geological maps and cross-sections. There is good comparison between thesc true thickness estimates and
those projected for this area by Denison Mines. Any differences are minor, and have no substantive impact on the
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resources estimated in "Resources”, herein. The ranges in true thicknesses projected by-Den

true thicknesses estimated from the 1998 geophysical logs are:

Seam

5

3

2*

1 (main)

1 lower (a)*
1 lower (b)*
1 lower (c)*

*

Denison Projected
True thickness (m)

6.101t0 6.40
L5410 1.76
0.5010 0.52
343

0.52t0 0.96
0.68 to 0.80
10610 1.15

1998 Estimated
True Thickness (m)

5.93,6.21,6.13

2.21, 1.56, 1.57, 1.65, 1.68
0.61, 0.96, 1.03, 0.72
3.60, 4.57

<0.5, <0.5, 0.84

0.56, 0.95, 1.12

1.11,1.22, 1.31

ison compared to:. .

True thicknesses for these seams and coal splits are for designated mining sections (i.e. those -

portions of the seam or coal zone that are anticipated to be mined), taken to a minimum of 0.5

m.

Hole No.
BRH 98002

BRH 98003

BRH 98004

BRH 98005

BRH 98006

BRH 98008

Seam

3
2 (main)
I (main)
1 (lower)

5
3
2 (main)

1 (main)
I (lower)

3
2 (main)
I (main)
I (lower)

5
3
2 (main)

Table 9-2
Seam Intervals and Thicknesses

Drilled Apparent

Interval (m) Thick. (m)
From To
2060 = 26.62 ) 6.02
72.64 74.88 ' 2.24
16.04 17.78 1.74
41,41 43.95 2.54
56.00 60.00 4.00 .
61.70 64.45 _ 2.75
12.55 19.35 6.80
69.30 71.02 1.72
97.50 '100.58 ' 3.08
11.09 12.89 1.8(eroded)
14.60 17.98 3.38
17.55 19.40 1.85
55500  59.00 350
70.31 75.20 4.89
75.76 84.38 8.62
13.25 19.91 6.66
66.58 68.40 182
90.22 93.20 2.98

Est. True
Thick. (m)

5.93
2.21

1.56
2.28
3.60
2.47

6.21
1.57
2.81

1.67
3.13

1.65
3.25
457
8.05

6.13
1.68
2.70

Most of the drill holes (BRH 98003, 98004, 98005, 98006 and 98008) were located along the common limb of an
anticline-syncline pair. The seams were intersected at slightly greater depths (up to 25 m) than predicted Jrom the
previous structural interpretation, reflecting somewhat steeper dips than had been originally projected. Again,
this modification is not anticipated to have any significant impact on the resources quoted in “Resources™ above.
A fault repeat of the rider split above seam 2 is present in BRH 98006.
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Testwork included.proximale analyses (residual moisture, volatile matter, ash, fixed carbon), total sulphur and
free swelling index (FSI) tests. Good values were obtained in almost every instance for each tvpe of analysis. The
results are consistent with those reported by the previous project operaiors (Denison Mi nes) taking into account
the nature of the samples and sampling process and that the work was performed on 1.5 S.G. Sloats.

. Three samples provide low FSI values; namely, samples 98002 A, 98006 B and 98008 D. The FS! value Sfor
sample 98002 A (seam 5) is 2.0 and is laken 1q indicate that the seam is oxidized at this location. In this hole, -
seam 5 lies between 20.60 m to 26.62 m below surface. This reflects a deeper level of oxidation than that
indicated by other nearby shallow coal seam intersections (c.f. seam 5, in holes BRH 98004 and 98008). The
depth of oxidation in BRH 98002 may be related to the proximity of the Red Deer Knob thrust fault. The FSI

" values for samples 98006 B (seam 2) and 98008 D (seam 2) are related 1o factors other than oxidation. In part,
the low FSI value (1.0) for sample 98008 D reflects its high asa content (22.83%). The FSI reported from seam 2
in hole 98006 (sample 980068)is 3.0; this sample has an ash content of 10.19%. Other seam. 2. intersections

vielded FSI's of 7.0 (BRH 98003) and 5.0 (BRH 98004) for ash contents of 4.49% a'hd's"?M,"re;‘sbécrivé'/y'.. ’

Examination of the density log traces in Flgure 22 suggesls no evidence of significan! amounis of near-gravity,
(high- -ash coa/) malerial for ihis seam in ‘any of the drl// holes. The low FSI values for samples 98006 B and
98008 D appear anomalous bur mav ma'lca!e that sedm 2 has a lower coking propénsiry than the other seams.
However, as seam 2 forms only ¢ small portion of the resources, its FSI characteristics would have minimal
impact on overall product coal qualitv.

Summary of Costs
The costs incurred for thé work program, whicﬁ“i‘ﬁbbr"porale costs attribuled to the October 1997 site visit and

subsequent program planning and permitting, are summar:zed below. These costs have been prepared from
material provided by Western Coal Corp. T e

Activity ' ' C Cost (3)

Property Examination 16,100
Program Planning/Permitting ‘ : 7,760
Snow removal (access read) 9,570
Drill Trail Opening ‘ 4,000
Drilling 37830
Geophysical Logging 6,660
Assays 1,600
Reclamation 2.800
Geological Supervision 13,800
Report Preparation 6,000
Total ’ $ 106,120

CONCLUSIONS AND RECOMMENDATIONS
Conclusions

From the foregoing study, il is conc'uded that the Belcourt coal project is one of meril which contains potentially
econoniic, open-pittable coal resources in the Holislander cnd Red Deer blocks sufficient to provide for a
minimum production level of 2.0 million tonnes/vear, with the poteniial for expansion should markets warrant.
Additional resources of low strip ratio coal are also available from the Omega block. These resaurces could be
mined in conjunction with those of Holtslander and Red Deer, or developed after those resources are depleted.
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The reports prepared by Denison Mines Limited, which discuss various exploration campaigns, provide detailed,
comprehensive assessments of the project and present a fair and reasona})le evaluation of the’potential of the
property. The work conducted by Denison justified the completion of a full feasibility study on the Red Deer area
in 1982 by Wright Engineers Lid.  Exploration work carried out in February-March 1998 on part of the
Holislander block has vielded results consistent with expectations based upon Denison’s previous work.

Recommendations

The Belcourt property does not contain reserves as defined by National Instrument 43-101, Standards of
Disclosure for Mineral Exploration and Development and Mining Properties (Edition 98:26, July 3, 1998) and,
consequently, does not contain a body of proven, commercial “ore". As any future evaluation of project
Seasibility will be based on a development strategy different from’ that envisaged in previous studies, .it is

recommended that Jurther work be conducted to advance the project lowards feasibility.--The initial work;will -

include development of computerized geological models and coal characterization studies in ‘the proposed Red
Deer-Holtslander pit areas, followed by completion of a pre-feasibility study, which would define open pit
reserves and would examine the economic aspects of several development options with respect to production
rates, pit scheduling and infrastructure requirements. Concurrent with the pre-feasibility study, the regulatory
approval process would be initiated and the requirements for envirommental assessment programs would be
developed.

The cosf of the recommended work program is estimated to be $ 253,000, the details of which are outlined below.
It is anticipated that this program would be undertaken during 1999.

RECOMMENDED WORK PROGRAM

1 Data Compilation $ 15,000
. Compilation of existing data, maps, reports, etc.
. “Conversion of relevant data to electronic_format
. Database.development
2. Development of Computer Geologic Models ’ s 20,000
3. Conversion of Topographic Maps-to Electronic Format $ 10,000
4. Site Geology -  Detailed seam tracing by geological mapping,
hand trenching and GPS survey. ' § 25,000
3. Coal Characterization Study ‘ s 15,000
. Compliation and analysis of existing coal quality data
. 6. Environmental Assessment 3 35,090
. Compilation and review of previous environmental studies and data
o General assessment of potential environmental impacts
. Develop program to meet curren! regulatory review requirements
7. Pre-feasibility Studies ' _ 8 95000
. Geological review
. Resource estimate

. Mining plan
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. Reserve estimates,

. . Codl quahty review
. Coal hatidlihg ard preparation
. Site services and facilities
. Infrastructure
. Environmental considerations
e Cost marketing update
. Cost estimates ar.d financial analysis
8. Governmental/Regulatory Consultations $ 15,000
Sub-total ‘ '8 230,000
- Contingency @ 10% ' o -:$ 23,000
Total Work Program o J '$:253,000
REFERENCES

o “Dénison Mines Limited 1981: Belcourt Geologicd[ Report; .Geé'logic-al Branch Assess. Rpt.. Open File No. 46:6. .
. Denison Mines Limited 1980: Belcourt Project Geologtcal Report, December 1979, Geol Branch Assess. Rpl Open
’ Filé No. 465.

A

. Denison Mines Limited 1979 (March): Belcowrt Project Geological Report; Geol. Branch Assess. Rpt., Open File No.
463.

. Denison Mines Limited 1979 (January): Belcourt Coal Ltd., 1978 Exploration Assessment Repoﬂ Geol Branch Assess
Rpt., Open File No. 462. ) o

¢ . .Depison Coal Ltd. 1978: 1977 Geological Report, Belcourt Coal Ltd; Geol. Assess. Rpt., Open File:no. 461..

) Belcourt Coal Ltd, 1977: 1976 Exploration Report, Coal Lm-’nces 2822—2850 Operator: Denison Mines Lid; Geol.
Branch Assess. Rpt., Open File No. 460.

P.r.op.osed Exploration and Development Program

The (;ompany intends to follow the above work pro gram recommended by .Beacon Hill Consultants (1988) Ltd.,
which firm is independent of the Campany. The wotk prograf is expected to' cotiménce shortly afier complenon
of the Offering and is expected to be completed within ten months of commencmg the program. An estimated
Ume-lme schedule for the recommended work prograrn is as follows:

o 1999 )
Activity Jan Feb Mar Apr May Jun Jul 'Aug Sep Oct Nov Dec

Data Compilation / Documentation
Topo Maps Preparation

Geologic Model Development

Site Surveys

Coal Characterization Asscssments
Prefeasibility Study

Environmental / Governmental
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OTHER PROPERTIES

Lillyburt Property

Pursuant (o a coal properly acquisition agreerment dated November 27, 1997, between the Company and Morris
Geological Co. Ltd. and a coal property acquisition agreement dated November 27, 1997, between the Company
and G.S. Reeves Associates International Litd., the Company acquired, after arm’s-length negotiations, a 100%
interest in the Lillyburt coal licenses (Nos: 344534 and 344248) located in the Kootenay land district, British
Columbia (th'e “Lillyburt Property™), for and in consideration of an aggregate $85,000 and the issuance of 100,000

shares (issued at a deemed price of $0.25 per share). The Company registered these coal licenses in the name of

its wholly-owned subsidiary, WCC.

The Lillybuﬁ Property is located 18 km by road south-of the Coal M'o‘{mtain mine in southeast British Columbia.
The C.ompany has received a title report from its solicitors with respect to the Lillyburt Property.

The Company does not intend to expend funds from the Offenng to conduct a work program on this propertv at
this time.

Saxon East Property

Pursuant to the WCC Share Purchase Agreement, the Company acquired all of the issued and outstanding shares
of WCC (see “The WCC Share Purchase Agreement” for further details). WCC owns the following coal licenses
which are located in the Rocky Mountain Foothills belt of northeastem British Columbna and which are
collectively referred to as the “Saxon East Property’”:

Block Coal License Area (ha) Date Recorded Renewal Date
Saxon East 355835 302 May 14, 1997 May 14, 1999
355836 302 May 14, 1997 May 14, 1999
355837 303 May 14, 1997 May 14, 1999
355838 303 May 14, 1997 May 14, 1999
355839 302 May 14, 1997 May 14, 1999
355840 - 302 May 14, 1997 May 14, 1999
355841 302 May 14, 1997 May 14, 1999
355842 302 May 14, 1997 May 14, 1999

The Company has received a title report from its solicitors with respect to the Saxon East Property.

The Company does not intend to expend funds from the Offering to conduct a wod( program on this property at
this time.
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These coal licenses are registered in th.e name of the Company’s wholly-owned subsidiary, WCC. The licenses are
located al the headwaters of Hasler Creek, about 50 km southwest of Chetwynd, British Columbia. The licenses
cover 1,176 -ha of prospective ground containing Gething Formation coals. This property is a grassroots property
in that the Company is unaware of any coal exploration having been conducled on this property.

The Company has received a title report from its solicitors with respect to the Brazion Property.

The Company does not intend to expend funds from.the Offering to conduci a work program on this property at
this time. :

ADMI'NISTRATION

The Company esumates that the total admmnstratnon Costs to, be incurred over the next 12 months is $141,792
(311,816 per month}, consisting of the following:

Monthly Yearly
6)) (%)
Management fees 5,000 60,000 -
Accounting/Audit 1,425 17, 100
Legal . , 1,000 .. 12,000..
.Office, Serwces mater als & supphes : 1,875, 22,500
Travel & Communications 1,433 17,196
Regulatory/transfer agent fees . 583 6,996
.Misc. - - 500 6.000
: - Total: 11,816 141,792
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USE OF PROCEEDS

The proceeds to be received by the Company from the Offering will be used (o pay the costs of this issue, the
Agent’s commission, the sponsorship fee due to the Agent, the work program on the Belcourt Property, coal license
maintenance payments and administrative costs and general working capital. The Company will invest the net
proceeds in short-term term deposits or other investments deemed appropriate by management of the Company.

The Company had working capital deficit as at December 31, 1998, of $(30,745), which together with the funds
received from the Offering will be used as follows:

® &)
Working capital December 31, 1998: o . 30,745)
Proceeds to be received from the Offering: ‘ ) 715,000
o 684,255

Less: ]

Agent’s commission® (53,625)

Costs of the Offering (estimated) ’ (75,000)

Sponsorship fee due to the Agent™ "(15,000)

Work program on the Belcourt Property as recommended by Beacon Hill (253,000)

Consultants (1988) Ltd. in the Qualification Report®?

. Coal license maintenance payments due during next 12 months (65,400)

Administrative costs for the next 12 months (estimated)® (141,792)

(603,817)

Working capital to fund -ongoing operations (being unallocated working -(80.438)

capital at the end of 12 months, exclusive of administrative costs C Co

(estimated)): X -

(684,255)

(1) Other than as disclosed herein, none of the proceeds of the Offering will be applied for the benefit of the Agent (see “Plan of Distribution”
and “Relationship between the Company or the Selling Security Holder and Agent”). )

2) The Company will spend the funds available on the completion of this Offering to carry out its proposed work program set out in “The
Company's Principal Property - The Belcourt Property - Qualification Report’. There may be circumstances where, for sound business
reasons, a reallocation of funds may be aecessary. The Compaay will only redirect the funds to other properties and will do so oaly on the
basis of a written recommendation from an independent, professional geologist or engineer.

3 See “ddminisiration” . The Company’s working capital to fund ongoing operations will be sufficient to meet its administrative costs for the

next 12 montbs.

RISK FACTORS

An investment in.the Shares offered herein involves certain risks. Prospective purchasers of the Shares of the
Company should consider, among other things, the following:

Stape of Development

The Company’s properties are in the exploration stage and the Company does not have an operating history. As a

_result, there can be no assurance that the Company will be able to develop and operate its properties, or any one of
them, profitably, or that its activities will generate positive cash flow. As a result of the Company's lack of
operating history, it faces many of the risks inherent in starting a new business.

Coal exploration involves a high degree of risk. The amounts attributed to the Company's interest ia its properties
as reflected in its financial statements represent acquisition and exploration expenses and should not be taken o
represent realizable value. Hazards such as unusual or unexpected geological formations and other conditions are
involved.
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Fires, power outages, labour disruptions, flooding, explosions, cave-ins, landslides and the inability to_obtain
suitable or'adequate machinery, equipment or labour are some of the risks involved in the operation of mines and
the conduct ‘of exploration programs. Unknowns wuh respect to geologlcal struclurcs and othér conditions are
involved. EXlSlng and future envnronmenlal laws may calise addmonal expcnsm and delays in the actwmm of the
Company, and they may render the Company’ properues uneconormc The Company bas no hablhlv insurance,
and the’ Company mady'betoriie subjes( to liability for polluticn, cavé-ins or hazards” against which'it cannot insure
or against which it may elect not to insure. The payment of such liabilities may have a material, adverse effect on
the Company s fihancial position. The piifpose of the' present foermg 1s 10 ralse funids to carry oul explorauon
and pre-feasibility on the Belcourt Property with the objective ofeslabllshmg commércxal vnablluy of {hie depdsits!

Proﬁtabilit\' of Operations

" The’ Company is not currenily operaling profitably and it should be anucnpatcd thdt it will" operale at a’loss at least
until such time as production is achieved from the Company's Belcourt Property, if production is, in fact, ever
achieved. The Company has never earned a profit. Production is not scheduled to commence on the BelcOurt
Property in the foreseedble future. investors also cannot expect .to receive any dnvndends on lhe Share< lD the
foreseeable future. Refer to “Summcry and Analysis of Financial Operations” a
information.

Future Financings

If the Company s exploration programs are successful, additional funds will be reqmred for further exploration and
deévelopment to place it into commermal productlon The only source of future funds présetitly. available to' the
Company is through the sale of equity capital or the offenng by the’ Company of a'interest in any of its properties
to be. earned by another party or parties carrying out further exploration or development thereof. Thére is ho
assurance such sources will continue 1o be available on favourable terms or at all. If available, future equity
financings may result in substantial dilution to purchasers under the Offering.

Marketability

The marketabnlny of thé coal which r ritay be’ acqu1red oOr discovered byt the Company will ‘be affected by numerous
factors beyond the control of the Compahy T clude fhdrket’ ﬂuctuauons the proXinity and capacity
of coal markets and government réguiations, includifig'Fegiilations Télating to prices, taxes, réyaities, land tenure,
land use, importing and exporting of coal and environmental protection. The exact effect of thesefactors cannot be
accurately predicted, but the combination of these factors may result in the Company nat receiving an adoquale
return on invested capital and a loss or all or part of an investment in the Shares may result.

o

Coal Prices ‘
The price of coal is affected by numerous faclors béyond the control of the Compariy, including international
economic and political trends, expectations of inflation, currencv exchange fluctuations (including the US dollar
relative to the Canadian dollar and other currencies), interest rates, global or regional consumption patterns,
speculative activities and increases in production due to improved mining and production méthods: - The supply of
and demand for coal is affected by various factors including political events, economic conditions and production
costs in major coal producing regions.
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Competition

Significant and increasing competition exists for coal mining opportunities available in British Columbia. There
are a number of large established mining companies with substantial capabilities and greater financial and
technical resources than the Company. No assurances can be made that the Company will be able to compete
against such companies with respect to exploration and development, coal production and marketing.

Uncertainty of Title

The Company’s properties may be subject 1o native land claims or government regulations.

Conflict of Interest

The directors and officers of the Company are directors and officers of other companies (see “Management -
Directors and Officers of the Company”). Some of the other companies are in the same or sirnilar business as the
Company and have the same or some of the same business objectives as the Corripany. The directors and officers
of the Company are obligated as a matter of corporale law to act in the best interests of the Company. They have
the same obligations to the other companies in respect of which they act as directors and officers. Discharge by the
directors and officers of their obligations to the Company may result in a breach of their obligations to the other
companies, and in certain circumstances this could expose the Company to liability to those companies. Similarly,
discharge by the directors and officers of their obligations to the other companies could result in a breach of their
obligation to act in the best interests of the Company. Asa consequence of such conflicting legal obligations, the .
Company may be exposed to liability to others and its ability to achleve its business objectives may be impaired.

No Market-for Shares

There is no current market for the shares of the Company and there can be no assurance given that one will
develop. The lack of an active public market could have a material adverse effect on the market price of the Shares
and may make it difficult or impossible to sell Shares.

Offering Price
The price of the Shares has been determined by negotiation between the Company and the Agent and bears no

relationship to earnings, book value or other criteria of value. Any real value attributable to the Shares is
dependent upon the determination of commercial viability of the deposits, of which there is no assurance.

Year 2000 Problems

Certain of the Company’s computer programs identify years with two digits instead of four. This is likely to cause
problems because the programs may recognize the year 2000 as the year 1900. These problems (the “Year 2000
Problems™) could result in a system failure or miscalculations disrupting operations, including a temporary
inability to process transactions or engage in similar normal business activities. The Company has completed an
assessment of its information Systems equipment to determine which programs, if any, will have to be modified or
replaced in order to function properly with respect to dates in 2000 and thereafter. The Company uses Version 6 of
Simply Accounting for its accounting systems. This version will process accounting information for the year 2000
and beyond. The computer hardware used by the Company will be replaced before June 30, 1999 (at an estimated
maximum cost of $5,000) in order to be compatible for the year 2000. The Company does not expect Year 2000

Problems to have a material adverse effect on its internal operations. The Company is unaware of whether any' -

Year 2000 Problems will effect third parties such as its bank, SEDAR, its transfer agent, the VSE and the
Commission, with whom the Company transacts business and thercfore the Company is not able to give assurances
as to the extent of the effect, if any, such third party Year 2000 Problems may have on the Company. The



Company has not-received any indication that (hese third party companies and agencies wrl] have srgmﬁcant rf

any, Year 2000 Problems.

MANAGEMENT

Directors and Officers of the Company

The names, municipalities of residence and principal occupations of each drrecror ofﬁcer promoter and other
members of management of the Company are as follows:

Name and Municipality .

of Residence

David Fawcett
Delta, BC

Kevin James
Burnaby, BC -

(Douglas) David Austin
North Vancouver, BC

Conrad Swanson
North Vancouver, BC

David Raftery
West Vancouver, BC

Position lield with -
the Company

President, Chief Executive Oﬁ]cer,
and a Director of the Company

Director of the Company

Director of the Company

Director of the Company

Secretary and Chief Financial Officer

Princizal Occiipétion
During the Past Fivé ¥Years =

President - of IDI*Résouice Téchnologies Inc.

* (July 1991 - present); Chief Operating Officer

of ‘Piné- Vallcy Codl Lud.’ (February 1996 -
present) -' Prosrdcnt “of - Globaltcx Coal
Corporaliod “(Novémbér 1993 - February
1996; and Drrcctor of Surface: Operatrons of
Smoky RJVCT Coal Lid. (Octobc.r 1983 -
Februar‘y 1991) :

President of Pika Geologrc Inc (August 1988 -
present)

Director of Speyside Ventures Inc. (May 1996
- present); Director of Goldbank Ventures Ltd.
(March 1995 ¥4 8redent) ™ Términal Agent
Manager for BC Ferry Corp. (October 1974 -

" préseit); “Ditedtor - of Wedgewood Resources

Ltd. (November 996 - July 1998); and Vice-

© - President of Piblic' Relations " of Leigh

Resource Corp. (July 1995 - February 1997).

Consultant (January 1993.- present); President
and Director of Goldbank Ventures Ltd.

o ‘(March 1995 - prfsent) Director of Speyside
"V éitures” Ing: “(April 1996 - présent); and

Realtor with Sutton Group (June 1979 -
January 1993). '

Chartered Accountarit (August 1963 - present);
Director of LMX Resources Ltd. (December
1987 - present); Director of Goldbank
Ventures Ltd. (December 1995 - present);
Ditéctor of Speyside Ventures:1bé. (May 1996
- present); Secretary of Leigh Resource Corp.
{(February 1996 - June' 1997), Secretary of
Loumic Resouices Inc. (July 1995 - January
1998); and Chief Financial Officer of Fairlane
Transportation Inc. (July 1997 - present).

The Company’s audit committee is comprised of Messrs. Fawceit, Austin and Swanson.
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The following-is a brief biography of each of the directors, officers, promoters and other members of management
of the Company and a description of their principal occupations for the past five years:

David Fawcett, P.Eng. — President, Chief Executive Officer, director and promoter

Mr. Fawcell, Canadian, age 48, has been the President, CEO and a director of the Company since November,
1997. Mr. Fawcetl received a Bachelor of Science (Mining Engineering) from the University of Alberta in 1974,
Since that time, Mr. Fawcett has worked as an engineer with various companies, specializing in coal mining.
Since 1991, Mr. Fawcett has worked as an enginecring consultant {o various companies through his personal
consulting company, IDI Resource Technologies Inc. From 1993 to 1996, Mr. Fawcett was the President of
Globaltex Coal Corporation (a wholly owned subsidiary of Globaltex Industries Inc., a public company trading on
the Exchange), during which time Mr. Fawcelt headed up the initial design, evaluauon and regulatory.process-for a
small. open’pit mine in northeastern British Columbia. During this time Mr. Fawcelt also cslabllshed a viable -
resource/reserve base to sustain a long-term coal operation. Mr. Fawcell was instrumental in arrangmg a joint
venture between the wholly-owned subsidiaries of Globaltex Industries Inc., BC Rail and Mitsui Matsushima Co.
Ltd. Pine Valley Coal Ltd. is the operator of the joint venture and Mr. Fawcctl has acted as the Chief Operating
Officer of Pine Valley Coal Lid. since 1996. Detailed feasibility studies have been completed on the coal properties
underlying the joint venture, which properties are also located in northeastern British-Columbia.

Kevin James, P. Geo. -- Director and promoter

Mr. James, Canadian, age 41, has been a director of the Company since Novernber, 1997. Mr. James is a
registered_ “Professional Geoscientist” with The Association of Professional Engineers and Geoscientists of the
Province ‘of British Columbia (1991 - present). Since receiving a Bachelor of Science (Geology) from the
University of British Columbia in 1981, Mr. James has worked as a geologist for Denison Mines Limited (1981 -
1982) and Quintette Coal Limited (1982 - 1987) and as a consulting geologist through his personal consulting
company, Pika Geologic Inc. (1988 - present). Through his geological career, Mr. James has gained considerable
knowledge and experience in the coal deposits of Western Canada - especially northeastern British Columbia.
Since 1994, Mr. James has been an integral part of the exploration, mine certification and development process for
Pine Valley Coal Ltd.’s Willow Creek Coal Project.

(Dougtas) David Austin — Director and promoter

Mr. Austin, Canadian, age 45, has been a director of the Company since November, 1997. Mr. Austin has held .
administrative positions with public companies for over 15 years, most of which companies had been involved in
the resource industry. Most recently, Mr. Austin has acted as a director of Goldbank Ventures Ltd. (1995 -
present) a public company which owns mineral and coal properties. Mr. Austin is also a director of Speyside
Ventures Inc. (1996 - present), which company is currently inactive and seeking an acquisition. During the past
five years Mr. Austin has also acted as a director and/or officer of Wedgewood Resources Ltd. and Leigh Resource
Corp., public companies involved in the mineral resource industry. Mr. Austin is also a Termmal Agent
(Manager) with BC Ferry Corp., a company with whom he has been employed since 1974.

Conrad Swanson — Director and promoter

Mr. Swanson, Canadian, age 50, has been a director of the Company since Novernber, 1997. Mr. Swanson has
been involved in administrative positions with public companies for over 8 years. Mr. Swanson is currently the
President and a director of Goldbank Ventures Ltd. (1995 - present), a public company which owns mineral and
coal properties. Mr. Swanson is also President and a director of Speyside Ventures Inc. (1996 - present), a public
company which is currently inactive and seeking an acquisition of a Canadian software company. Prior to 1993,
Mr. Swanson was a realtor with Sutton Group. From 1993 (o present, along with his directorships in the above-

mentioned companies, Mr. Swanson has also been a consultant to various companies.



David Raftery, C.A. — Secretary & Chlef hnancxal Ofﬁcer

Mr. Rafiery, Canadian, age 60, has beenthe Secretary of the Company since October 1997 and the Chief Financial
Officer of the Company since November 1997. Mr. Rafery hac 21 years service with Placer Dome Inc. and Wharf
Resources Ltd. in Canada, the U.S.A., Australia, Mexico and the Philippines, during which time Mr. Raftery was a
senior manager with Placer Dome Inc. and Treasurer for Wharf Resources Lid. Sitice 1986, Mr. Rafiery has been
in public practice with emphasis on public companies in the resource sector. Mr. Raftery has held _directorships
and ‘officer -positions in public companies since . 1983. Mr. Raftery is currently a director of LMX Resources Ltd.
(since 1987), Goldbank' Ventures Ltd. (since 1995) and Sp-*ysxde Ventures Inc. (smce 1996) and the Chjef
Fifiancial Officer-of Fairlane Transporlahon Iné (since 1997). Ih (he’ past S yéar§' Mr. Raﬁery wis' also the
Secretary/Chief" Financial Officer of Leigh Resource Corp. (1996 - 1997) and the Secretary of Loumlc Resources
“Inc. (1995 - 1998).

A"ggrega‘fe’ Ownership‘ of'Secq'ritis

The number and percentage of securities of each class of vot ng securmes of the Company beneficially owned,
directly or indirectly, as at Deceriber 31 1998, by all’ dxrectors ofﬁcers promoters and other members’ of
management of the Company as a goup 1s as follows: -

Number of Sharcs Owned as Percentage of Class Percentage of Class
Shareholder at December 31, 1998 prior to Offering - - afier Offering
David Fawcett 1,127,795 19:2% 16,1%' -
: (mcl opnons 1292 795 - 19.9%" S 1638% D
Kevin James x 1,096,017 189%0° 15.7%9
(incl. options: 1,26‘1‘,‘0_17 ) 19:2% 164%™
(Doliglds) David Austin = . - 1,105:000°" i 15,85
. o ‘(mcl OpthnS 1270 000 ¥ 16.5% -
Conrad Swanson 1,055.000(4’ TR0
(incl. cptions: 1,220,000 ) 15.9%7
David Raflery : 1® ©nfa v : ‘w/a®
(incl. options: 40,001 ) 0.6%" - 0.5%"
TOTAL: -~ -~ - 4,383,813 GO e gy
(incl. options: 5,083,813 ) 774%7° 7T 661%”
Ms_ PO . . . . e e e SR B
(1) Thesé shares are held'in escrow pursuantto the terms of the Escrow Agx"eemeh(‘ (sée “Escrowed Seciirities”), 25, 000 of these shares are

issued in the name of 1DI Resource To.hnolog,les Inc., a private cothpany wholly- owned by Mr.. Fawcelt. Mr. Fawcetf has also been granted
incentive stock options o purchase 165.000 shares (see “Options and Oiher Rights to Puirchase Shnres”) Any shares issued on exercise of
the incentive stock options will be held in escrow pursuant 1o the terms of the Escrow Agreement (see “Escrowed Securifies™).

(2) These shares are held in escrow pursuant to the terms of the Escrow Agreement (see “Escrowed Securities™). Mr. Junes has also been
granted incentive stock options 1o purchase 165,000 shares (sce “Opiions and Other Rights to Purchase Shares™). Any shares issued on
exercise of the incentive stock options will be held in escrow pursuant to the terms of the Escrow Agreement (see “Escrowed Securities™).

(1) 'These shares are held in escrow pursuant 10 the terms of the Escrow Agreement (sce "E:crowct'! Securities). Mr. Austin has also been
granted incentive stock options to purchasc 165,000 shares (s¢é “Opfions and Other Rights To Purchase Shares™). Any shares issued on
exercxse oflhe incentive stock options will be held in escrow pursuant to the terms of the Escrow Agreement (see ‘Escrowed Securities").

(49 - Thcse shares are held in escrow pursuant to the terms of the Escrow Agrecment (sec “Escrowed Securities” ) Mr. Swanson has also been

- granied incentive stock options to purchase 165,000 shares (sec “'Options and Other Rights 1o Purchase Shares”). Any shares issued on

exercise of the incentive stock options witl be held in escrow pursuant to the terms of the Escrow Agrecment (see “Escrowed Securitles™).
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(5) Subscriber’s share. Mr. Raflery has also been granied incentive stock options to purchase 40,000 shares (see “Options and Other Rights 1o
Purchase Shares™). Any shares issued on exercise of the incentive stock options will be held in escrow pursuant to the terms of the Escrow
Agreemen (see “Escrowed Securilies”). '

(6) Before the exercise of any Agent’s Warrants or outstanding incentive stock options (see “Options and Other Rights to Purchase Shares™).

(@) Before the exercise of any Agent’s Warrants but assuming the exercise of all outstanding incentive slock options (see “Options and Other
Rights 1o Purchase Shares™).

Other Reporting Issuers

The following directors, officers, promoters or other members of management of the Company have held a position
as a director, officer, promoter or other member of management of other reporting issuers within five years prior to
tbe date of this prospectus:

David Fawcett: Globaltex Coal Corporation (wholly owned subsidiary of Globaltex Industries
Inc.), President (November 1993 - February 1996).

(Douglas) David Austin: Goldbank Ventures Ltd., a Direclor (March 1995 - present); Speyside Ventures Inc.,
a Director (May 1996 - present); Wedgewood Resources Ltd., a Director (November
1996 -~ July 1998) and Leigh Resource Corp., Vice-President of Public Relations
(July 1995 - February 1997).

Conrad Swanson: Goldbank Ventures Ltd., President and a Director (March 1995 - present); and
Speyside Ventures Inc., a Director (April 1996 - present).

David Raftery: LMX Resources Lid., a Director (December 1987 - present); Goldbank Ventures
’ Ltd., a Director (December 1995 - present); Speyside Ventures Lid., a Director
(May 1996 - present); Fairlane Transportation Inc., Chief Financial Officer (July
1997 - present); Loumic Resources Inc., Secretary (July 1995 - January 1998); and

Leigh Resource Corp., Secretary (February 1996 - June 1997).

Corporate Cease Trade Orders or Bankruptcies

None of the directors, officers, promoters or other members of management of the Company are or have been,
within the past five years, a director or officer of any company which:

(a) was the subject of a cease trade or similar order or an order that denied the issuer access to
any statutory exemptions for a period of more than 30 consecutive days, except that
Wedgewood Resources Ltd., a company of which (Douglas) David Austin was a director, was
cease traded from February 2, 1998 to April 7, 1998 for failure to file financial statements; or

was declared bankrupt or made a voluntary assignment in bankruptcy, made a proposal under
any legislation relating to bankruptcy or insolvency or beén subject to or instituted any
proceedings, arrangement or compromise with creditors or had a receiver, receiver manager
or trustee appointed to hold the assets of that person.

®)

Penalties or Sanctions

None of the directors, officers, promoters or other members of management of the Company have, within the ten
years prior to the date of this prospectus, been subject (o any penalties or sanctions imposed by a court or securities
regulatory authority relating to trading in securities, the promotion, formation or management of a publicly traded
company or involving theft or fraud. .
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Individual Bankruptcies

Notie of the directors, officers, promoters or other members of managémei of the Company have, within the five
years prior to the date of this prospectus, been declared bankrupt. or made a voluntary assxgnmem in bankruptcy,
made a proposal under any legislation relatinig to baokruptcy’ or msolvcncy, or been subJect to or instituted any
proceedings, arrangémenl or compromise with credilors, or had a receiver, receiver manager or trustee appointed
to hold the assets of that individual,

Conflicts of Interest

The directors or officers of the Company may also serve as directors or officers of other companies engaged in
similar business ventures and transactions with the Company. Accordingly, it rmay.‘occur. that business
opportunities will be offered to a director involved in both the Company and other companies. As a resuli-theie .
may be situations which invalve a conflict .of interest. The directors will at all times act honestly and in the best’
interests of the Company. ~ Any inferested diréctor would be required to declare the nature and extent of this
interest and would not be entitled to vole at directors’ meetings which evoke-any such conflict.

EXECUTIVE COMPENSATION .

Executive Com_pensaﬁon

The following table details the compensaifdn 'paid {o the persons who held the bosition of Chief Executive Officer
and the four . most hlghly paid Executive Officers of the Company in addition to the Chief Executive Oﬂicer (the
“Named Executive Offi cers“)

‘Compensation Summary

. The following table summarizes each of the Named Executive Officers’ compensation.

Summary Compénsation“Table

Aniual Compensation ~ Long Term Compensation
' . Awards Payouts
. . .| Securities. .| Restricted
. . -Other under . Shares or All Other
~; Name and . Annual . ." Options . Restricted LTIP Compen-
Principal Position Year Salary Bonus Compensation Granted Share Units | Payouts sation
: o o 3) ) L . | . %)

1 David Fawcett Stub™® nil nil . 19,120 165,000 nil nil nil

President, CEO 1998 nil nil 13,1209 nil "pil nil nil
and a Director . .
Kevin James Stub™ nil nil nil 165,000 nil nil nil
Director 1998 nil nil nil pil nil nil nil
(Douglas) David | Stub® nil nil - 11,250@ 165,000 nil nil - nil
Austin 1998™ nil nil 6,250 pil nil nil nil
Director:

| Cotirad'Swanson | Stub®” nil nil 11,2500 165,000 nil il nil
Direcior - 1998 nil nil 6,250 nil nil nil nil
David Raftery Stub™ nil nil 14,700% 40,000 nil nil nil
Secretary & CFO ] 1998 il nil 4,633 nil nil nil nil
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) The period between April 1, 1998 and December 31, 1998.

2) The period from incorporation (Oclober 2, 1997) to March 31, 1998:

3) Paid to IDI Resource Technologies loc., a private company wholly-owned by Mr. Fawecett.

(4) Paid pursuant (o » management agreement between the Company and Candy Management Lid., a private company 50% owned by (Douglas)
David Austia and 50% owned by Conrad Swanson. See “Related Party Transactions” for further details of the management agreement.

(5) Mr. Raftery is paid an bourly rate for services provided to the Company, which services include: preparation and msintenance of accounting
informatioa, including preparing financial statements for the Company, WCC and Ensync; filing of GST clsims; application for and
compliance with low-through requirements exploration cost reporting and preparing and filing corporate fax retumns.

The Company anticipates that during the next 12 months Mr. Fawcett will be paid $2,500/month for management
services (commencing on the date the Company is listed on the Exchange) together with consulting fees which will
be invoiced to the Company-al an hourly rate on a project by project basis. In addition, during the next 12 months

Candy Management Ltd. (a private company owned 50% by (Douglas) David Austib and- 50%._ by- Conrad .
Swanson) will be paid 32,500/month for management services. In addition, Mr. Raftery will be paid at an hourly -

rate on an ad hoc basis for services provided to the Corripany, which services include: preparing and maintaining

accounting information including preparing financial statements for the Company, WCC and Ensync; filing GST .

claims; application for and compliance with flow-through requirements; exploration cost reporting and preparing
and filing corporate (ax returns. .

Options

The following table sets out the incentive stock options granted to the Company S dlrectors since the Company’s
incorporation in October, 1997 to December 31, 1998.

Market Value of
) Securfﬁes
Securities Under % of Total Options Underlying Option
Name and Principal Position lion Granted in Period Exercise Price (@ Date of Grant Expiry Date
(#) (%) ® (8/Security)
David Fawcett 165,000 25% 0.65 0.65 Two years from the
President, CEQ, director Listing Day
Kevin James 165,000 23.5% 065 0.65 Two years from the
Director : | - " | Listing Day
(Douglas) David Austin 165,000 23.5% 0.65 0.65 Two years from the
‘Director . Listing Day
Conrad Swanson 165,000 23.5% 065 - 065 | Twoyears fromthe
Director Listing Day
David Rafiery 40,000 6% 0.65. 0.65 Two years from the
Secretary, CFO ' Listing Day

™

No-options have been exercised to Decemnber 31, 1998.

The directors of the Company do not receive any fees for acting in such capacity.

Defined Benefit Plans

* The Company does not have and has never bad any defined benefit or actuarial plans in respect of which any of its
executive officers were eligible to participate.



Related Party Transach‘ons

Pursuant to a management agreerent dated November 30, 1997, between Candy Management 1ud. (a pnvate
company owned 50% by (Douglas) David Austin and 50% by Conrad Swanson) and the Company, Candy
Management Ltd. is paid $2,500 per month plus out-of-pocket expenses for providing administration services
including liaison with brokers, financial institutions and clients and for the co-ordination of the dissemination of
news: of the Company to the public-and to shareholders of the Company. The term of the agreement is for two
years-(until-November 30, 1999) and will automatically renew thereafier for one year terms. The agreement may
be lermmated by cither party on 60 days writlen notice. .

Pursuant (o a managemenl agreement daled July 30, 1998, between ID1 Resource Technologies Inc. (a private
company wholly-owned by David Fawcett), commencing on the day the Company’s shares are lisied on the
Exchange; IDI' Resource Technologies Inc: will be paid $2,500 per month plus. out-of-pocket expenses for
providing: administration services including administration of (he day to day affairs of the Company and any -
subsxdlary ‘and liaison' with the: Company’s auditors, accountants and lawyers The term of the agreement is for
" two ‘years - fromi‘the-day the’ Comoany's shares aré' listed_aid posted  for tradmg on-the Exchange and will
autornatically renew thereafter for one year terms:’ The agreemenl may be termmated by either party on 60 days
written notice:

There are no other existing direct or indirect material interests in respect of the Company of any director, executive
officer, principal holder of securities or any associate or affiliate of the foregoing which occurred from
incorporation to December 31, 1998, and no other propossd material interests except as disclosed in this
prospectus. : ‘

INDEBTEDNESS OF DIRECTORS, OFFICERS, PRO'MOTERS AND OTHER MANAGEMENT

None of the dlrectors oﬁicers prorroters and members of management of the Company are or have been indebted
o the Company at any:ime-since th Company's incorporation it October, $997 toDecember 31, 1998

4 . PROMOTERS

The follfdwingl-.«iridiv'iduals may be considered promoters of the Company within the meaning of applicable
securities:legislation: ‘ :

-Promoters ' Position with the Company Shares Owned
David Fawcelt President, CEO and a director 1,127,795
Kevin:James . Director ‘ 1,096,017
,(Douglas) David Austin Director ' 1,105,0009
‘Contad-Swanson Director 1,055,000(‘)
David Raftery Secretary and CFO @

Notes:
(1) These shares are held in escrow pursuant to the terms of the Escrow Agreement (see “Escrowed Securities”). 25.000 of thesc

shares are issued in the name of 1DI Resource Technologies Inc., a private company wholly-owned by Mr. Fawcert. Mr. Fawcett
has also been granted incentive stock options to purchase 165,000 shares (scc “Options and Other Rights to Purchase Shares™).
Any shares issued on exercise of the incentive stock options will be held in escrow pursuant 1o the terms of the Escrow Ag}éémcnl
(see “Escrowed Securities”).

(2) These shares arc held in cscrow pursuant {0 the lénm of the Escrow Agreement (see “Escrowed Securities™). Mr. James has also
been granted incentive stock options to purchase 165,000 shares (see “Opiions and Other Rights 10 Purchase Shares™). Any
shares issued on exercise of Uie incentive stock options will be held in escrow pursuant to the terms of the Escrow Agrecment (see

“Escrowed Securities™).
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These shares are held in escrow pursuant o the terms of the Escrow Agreement (see ‘Escrowed Securities”). Mr. Ausnn has also
been granted incestive stock options to purchase 165,000 shares (see * Opnans and Other Righis 1o Purchase Shares” ). Any
shares issued on exercise of the incentive stock opuons will be held in escrow pursuant 1o the terms of the Escrow Agreement (see
“Escrowed Securities™),

These shares are held in escrow pursuani to the tenms of the Escrow Agreemenl (see “*Escrowed Securities™). Mr. Swanson has
also been granted incentive stock oplions to purchase 165,000 shares (see “Options and Other Rights to Purchase Shares™).
Any shares issued on exercise of the incenlive stock options will be held in escrow pursuant to the terms of the Escrow Agreement
(see “Escrowed Securities™). .

Subscriber’s share. Mr. Raftery has also been granted incentive stock options 1o purchase 40,000 shares (see “Options and Other
Rights 1o Purchase Shares”). Any shares issued on exercise of the incentive stock oplions will be held in escrow pursuant 1o the
terms of the Escrow Agreement (see “Escrowed Securifies™). '

SHARE CAPITAL STRUCTURE

Existing and Proposed Share Capital

The consolidated capitalization of the Company as at the daies indicated is as follows:

Number of Total
Issued Securities" Price per Security Consideration
(&3] &)
Prior Issuance of securities: ) 1@ 1.00 A 1.00
476,250 0.40 190,500.00
838,81200 0.40 '335,524.80
205,000 0.25 51,250.00
100, 000X 0.25 25,000.00
4,250,000 ' n/a 34,768.00
Issued as of December 31, 1998 5,870,063 - 637,043.80
Offering: .
Shares 1,100,000 0.65 715,000
Corporate Finance Fee to Agent 25,000 0.65"% 16,250
To be issued if all securities being
offered are sold "2 6,995,063 - 1,368,293.80

Notes:

m
v
3
4
(5)

(6)
O]
(®)

)

The authorized capital of the Company consists of 100,000,000 common shares without par value.

Subscriber’s share.

These shares are pooled pursuant to the terms of the Pooling Agreement (see “Pooling Agreement”)

Flow-through shares (see “Flow-Through Seed Shares™).

525.000 of these shares are pooled pursuant 10 the terms of the Pooling Agreement (see “Pooling Agreemens™) and 313,812 of
these shares are escrowed pursuant to the lerms of the Escrow Agreement (see “Escrowed Securilies™).

Non-flow-through shares.

These shares are pooled pursuant 1o the terms of the Pooling Agreement (see “Pooling Agreement™).

These shares were issued at a deemed price of $0.25 per share, afier anm's-Jength negotiations, as consideration for the purchase
of the Lillyburt Property (see “Other Properties - Lillyburt Properny™). ' .
The agpregale value
All of

These shares were issued to the shareholders of WCC pursuant to the WCC Sharc Purchase Agreement.
ascribed to these shares, pursuant 10 accounting policies. was $34,76R (see “The WCC Share Purchase Agreemenr”).

these shares are escrowed pursuant to the lerms of the Escrow Agreement (see “Escrowed Securities™).
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(10) These shares are to be issued to the Agent at a deemed price of $0.65 per share, being the estimated fair macket value of the
Company's shares upon completion of the Offering, in payment of the Agent's corporate -finance foe (see “Plan of
Distribution™).

() Prior to the exercise of the Agent’s Warrants or any outstznding incentive stock options (see “Options and Other Righis to

. Purchase Shares™),

(12) As at December 31, 1993, the Company had working capital deficit ofapproxima(eiy $(30,745).

Escrowed Securities

4,563,812 issued shares beneficially owned by David Fawcet: (1,127,795 shares), Conrad Swanson (1,055,000
shares), (Douglas) David Austin (1,105,000 shares), Kevin James (1,096,017 shares), Kinder Deo (40,000 shares),
Mahmoud Afsharian (40,000 shares) and Ashia Investment Services Lid. (100,000 shares).and 700,000 shares that
may be.issued on exercise of incentive stock options granted to David Fawcett (165;000), Conrad -Swanson.
(165,000), (Douglas) David Austin (165,000), Kevin James (165,000) and David Raftery (40,000), (all of which
shares are collectively referred (o as the “Escrow Shares™);:are: or.-will .be held in escrow by Montreal Trust
Company of Canada (the “Escrow Agent™) pursuant to an escrow agreement (the “Escrow Agreement”) dated
" September.30, 1998. . R :

The Escrow Shares are held pursuant. to. the:zterms. of. the. Escrow : Agreement, which. follows the new interim
National Escrow Regime. The Escrow Agreement provides, among other things, that the Escrow Shares may not
be traded in or dealt with in any manner except as allowed by the terms of the Escrow Agreemcnt The Escrow
Shares- -may.not. be transferred except, -subject 19.certain :requirements, to a director or senior ofﬂcer of the
Company, toa registered retirement savings:plan or regmtered retirement income fund or, upon bankrup(cy. to the
trustee in bankruptcy. Upon death, the Esérow Shares will bz released from escrow and dehvcred to the legal
represcntauve of the deceased escrow holder. -

The Escrow Sbares will automatically be released, pro rata, as 1o 15% on the Effective Date, an additional 15% on
each of;the: first, second, third, fourth and fifth’ anpiversaries o7 the Effective Date and an additional 10% on the
sixth anniversary of the Effective Date. The E§cow: Shares may be released earlier should the Company meet the
followmg graduation criteria:’ (1) ‘have earnings of atx lcasl $200.000 bcfore taxes in its most recent financial year;
or (u ) have cash flows from operaticg aciivilies of af Icast $400,000 in its most recent financial year; or (iii) have
proven:reserves of at least $2,000,000 based on a technical report; or (iv) hold an interest in’a resource: property on
which i{ has spent at lgast $1,000,000 0n exploration and develooment and have aliocated ai Teast $1,300,000 of its
unencumbered cash or cash equivalents currently available. Upon meeting the graduation criteria, the Escrowed
Shares, will be released as to 25% on the Effective Date and 25% on each of the first, second and third
anniversaries of the Effectxve Date. :

The Escrow Shares will represent 65.2% of the Company’s issued and outstanding shares upon compleiion of the
Offering. :

Pooling Apreement

1,306,251 shares of the Company, being all of the seed shares excepl the Escrow Shares (the “Pooled Shares™)
owned by the seed shareholders, are being pooled in accordance with the resale restrictions set out in the
Exchange’s Listings Pohcy 2.7.5 and pursuant to th¢ terms of a pooling agreement (the “Pooling Agreement™)
dated August 31, 1998,

On the basis that 1,001,251 secd shares were purchased less than two years from the date of the preliminary receipl
for this prospectus (being October 23. 1998) at a purchase price of $0.40, being 61.5% of the price to be paid for
the Shares sold under this prospectus [$0.65), 61.5% of 1hese seeil shares, or 615, 770 shares, may be released from
the pool arrangement and resold |mmed1alcly on the Listing Day and the remaining 385,481 seed shares may be
resold three months afier the Listing Day.

On the basis that 305,000 seed shares were purchased less than two years from the date of the preliminary receipt
for this prospectus (being October 23, 1998) at a purchase price of $0.25, bcmg 38.5% of the price 1o be paxd for
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the Shares sold under this prospectus (30.65), 25% of these seed shares, or 76,250 seed shares, may be released -
from the pool arrangcmenl and resold on each of three months, six months, nine months and twelve monlhs after
the Listing Day.

"The Pooled Shares will represent 18.7% of the Company's issued and oulsianding shares‘upon completion of the
Offering.

Flow-Through Seed Shares

A total of 476,250 seed shares sold at a price of $0.40 per share for a total of $190,500 were flow-through shares,
issued pursuant to flow- through share subscription agreemeants to various individuals. Under the terms of the flow-
through share subscription agreements, the Company agreed to renounce Canadian exploration_expenses (“CEE™)

“in favour of ihe subscribers (the “Flow-Through Subscribers”) pursuant to-the provisions of the-Income Tax Act
(Canada). o

As at December 31, 1998, the Company has expended $174,500 of the funds subscribed for by the Flow-Through
Subscribers on qualified CEE and renounced $108,000 of CEE to the Flow-Through Subscribers in the 1997 tax
year. The Company will renounce the balance of $66,500 to the Flow-Through Subscribers in the 1998 tax year.
Consequently, the Company has given up potential tax benefits available to it as a result of renouncing CEE to the
Flow-Through Subscribers. $16,000 of the funds subscribed for by the Flow-Through Subscribers remains in the
Company’s bank account and will be dealt with by the Company in accordance with the requirements of the
Income Tax Act (Canada), until such time as these funds are spent oo CEE expenditures. The Company will then
renounce these funds to the Flow-Through Subscribers in the applicable tax year.

Options and Other Rights to Purchase Shares

(a) The Company does not have a stock option plan for the granting of incentive stock options to its directors,
officers and employees. However, the Company did grant stock options to its directors during the most
recently completed financial year and to the period ended December 31, 1998. The purpose of granting
such options is to assist the Company in compensating, atiracting, retaining and motivating the directors,
officers and employees of the Company and to attempt to align the personal interests of such persons to
that of the shareholders.

As at December 31, 1998, the Company had granted the following incentive stock options (o acquue an

aggregate of 700,000 shares:

Name of Date of Number Purchase

Optionee Apgreement Qutstanding Price Expiry Date

- @ ‘
David Fawcett July 31, 1998 165,000 0.65 Two years from the Listing Day
Kevin James July 31, 1998 165,000 0.65 Two years from the Listing Day
(Douglas) David Austin ~~ July 31, 1998 165,000 0.65 Two years from the Listing Day
Conrad Swanson July 31, 1998 165,000 0.65 Two years from the Listing Day
‘David Raftery Sept. 25, 1998 40,000 0.65 Two years from the Listing Day
There are no assurances that the above described incentive stock options will be exercised in whole or in
part.
®) Up to 165,000 shares may be issued to the Agent pursuant to the exercise of the Agent’s Warrants. Sec

“Plan of Distribution” for further details.



.Fully Dilutgd Share Capital

Number of Securities Percentage of Total
_Issued as of December 31, 1998 5,870,063 74.7%
Offered under the prospectus 1,100,000 14.3%
Corporate Finance Fee 25,000
Securities reserved for future issue as 865,000 T 0%
of December 31, 1998
TOTAL: 7,860,063 . B i 100% B
N otes: ' . ‘ '
(1) (a) Up to 700,000 shares may be issued pursuant lo the exercise of incentive stock options.
(b) Up to 165,000 shares may be issued pursuant 1o the exercise of the Agent's Warrants (see “Plan of Distribution™),

Principal-Holders of .Votin'g.=S_écu_r_ities~ "

To the knowledge:of the directors and.officers of the Company, as at D'ecember 1, l9§’8 0@ :person bebéﬁcially
‘owns, directly or indirectly, or exercises control. or directien over, more than 10% of the, 135ued and outstanding
shares of the Gompany, except.as outlined below ) L et e : -

Percentage Percentage -

Name and Address Number of Shares Prior to the Offering After the Offering®”

David Fawcett 1,127,795 9.0% . 16.1%

Delta; BC . . . X . - L L N e o :

(Douglas) David-Austin 1,105,000 : - 18.8% . . 15.8%

North"Vancoeuver, BC

Kevin James - 1,096,017 18.7% : 15.7%

Burnaby, BC

Conrad Swanson 1,055,000®) 18.0% 15.1%

North Vancouver, BC

Notes: . ; .

(1) Before the issuance of any shares on the exercise of the Agent’s Warrants or;any outslanding incentive stock optigns (sec “Options and
Other Rights to Purchase Shares™).

(2)- - All of these shares are escrowed pursuant 10 the terms of the Escrow Agreement (see “Escrowed Securities™). 25,000 of these shares are
issued in‘the namg pf IDI Resource Technologies Inc., a privale company wholly-owned by Mr. Fawcett.

3) All of these'shares afe-escrowed pursuant to-the terms of the ‘Escrow Agreement (see “Escrowed Securities™), 62 500 of these shares are
flow- through shares (see “Flow-Through Seed Shares™).

“)’ All of these shares are escrowed putsuant to the terms of the Escrow Agrecment (see “Escrowcd Securities™).

(5) All of these shares are escrowed pursuant to the terms of the Escrow Agreement (see “Escrowed Securitles™). 25,000 of thesc shares are

flow-through shares (sec*‘Flow-Through Seed Shares").
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PLAN OF DISTRIBUTION

The Offering

The Company, through IPO Capital Corp. (the “Agent™), hereby offers for sale 1o the public, on a guaranteed
agency offering basis, through the facilities of the Exchange, up to 1,100,000 Shares at a price of $0.65 per Share.
The Offering will be made in accordance with the rules and policies of the Exchange and on a day (the “Offering
Day™) determined by the Agent and the Company, with the consent of the Exchange, within a period of 90 days
from the Effective Date.

Pursuant to the Agency Agreement dated January 27, 1999, the Company agreed 1o pay the Agent a commission
equal 1o 7.5%. of the gross proceeds of the Offering (or $0.04875 per Share) and a corporate finance fee of 25,000
shares, which shares are being qualified under this prospectus. The Company has paid a retainer 510,000 to. the
Agent to cover the Agent's costs related to the Offering, which costs will be ‘paid out of. the rctamer from time-to
time, and any unused portion of the retainer will be returned to the Company upon closing of the Offermg

Ifthe Cormnpany satisfies all its obligations under the Agency Agreement, the Agent will, within 10 business days of
the Offering Day, pay the net proceeds of the Offering to the Company. The Agent reserves the right to offer
selling group participation, in the norinal course of the brokerage business, to selling groups of other licensed
dealers, brokers and investment dealers, who may or may not be offered part of the commissions to be received by
the Agent pursuant to the Agency Agreement. The obligations of the Agent under the Agency Agreement may be
terminated at any time before the Listing Day at the Agent's discretion on the basis of its assessment of the state of
the financial markets and may also be terminated at any time on the occurrence of certaio stated events. The
Company has granted the Agent a right of first refusal to provide future equnty financing to the Company for a
period expiring one year after the closing of the Offering.

In accordance with the rules and policies of the Exchange, the Agent is required to give full client preference of
100% of the Offering for purchase by retail clients. Clients of the Agent will have preference, to the extent there is
demand, for 100% of the Offering. The Agent may allocate the Offering amongst its clients with such preference
as it may determine in its sole discretion. If retail client demand is less than 100% of the Offering, the difference
between the total offering and client demand may be allocated to professional trades, i.e. members of the Exchange
and their partners, directors, officers, registered representatives, traders and assistant traders, mlroducmg brokers
and employees. B

Other than as disclosed hereio under “Plan of Distribution™, there are no payments in cash, securities or other
consideration being made, or to be made, to a promoter, finder, or any other person or company in connection with
this Offering. There is no intention to stabilize the market following the Offering.

Guaranteed Apency Offering and Agent’s Warrants

The Agent has agreed to purchase any Shares unsubscribed for on the Offering Day (the “Guaraniee”). I
consideration thereof, the Company has agreed to grant and issue to the Agent that number of Agent’'s Warrants
equal to 15% of the Shares sold under the Offering. Each Agent's Warrant will entitle the Agent to purchase one
share for a period of 18 months at a purchase price of $0.65 per share during the first 12 months of the exercise
period and at a purchase price of $0.75 per share during the last 6 months of the exercise period.

The Agent’s Warrants will contain, among other things, provisions for appropriate adjustment in the class, pumber
and price of shares issuable pursuant to any exercise thereof upon the occurrence of certain events, including any

subdivision, consolidation or reclassification of the shares of the Company, the payment of stock dividends or the -

amalgamation of the Company.

Any Shares acquired by the Agent pursuant to the Guarantee and any shares acquired by the Agent upon the
excrcise of the Agent’s Warrants are being qualified under this prospectus.
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Condlﬁonal Listing

The Exchange has conditionally listed the securities being offered pursuant to this prospectus. Listing is subject-lo
the Company fulfilling all the lisling requirements of the Exchange on or before March 17, 1999, incliiding
prescribed distribution and financial requirements.

Sponsorship Agreement

The Company and the Agent have also entered into a Sponsorship Agreement dated January 27, 1999 in respect of
sponsorshrp by the Agent of the Company's application to the Exchange for listing. Pursuant to the Sponsorship
Agreement tbe Agent agrced to carry oul acuvmes o comply wrlh lbe Member Sponsorshrp polrcy slalemenl of

‘officers and” promolers revrewmg press ‘releases 1ssued by lhe Company, réviewing Form 27 tiaterial change
reports ﬁled by the Company, revrewmg ﬁnancral stalements frled by the Company wuh lhe regulatory authontles

: bjEL 16 ihve réstrictiohs ‘on joint
€ ) Company, on ‘a show of bands every shareholder who-is present: in
pers and'enmled 1o vote has one vole'and .00 a poll every shztéholder hag one "Vote for’ each share of which ke or
she is the regrslered owneér and tay exércise such vote eithér in pérson or by proxy. The ditectors of the Company
may, from time to time, declare and authorize payment of dividends. No common shares have been” issuledsubject -
to call or assessment. There are no pre-emptive or conversion rights. There are no provisions for surrender,
srnlong or p“ Hase funds "Provisions' as to the modification, amendmenl ‘or* variation- of such rxghts or such
provisions are contained ib'the Company Act :

DILUTION.

The prlce of (he Sharec of $O 65 exceeds the net tangrble book value per comumon sbare of the Company as at

.....

Slmcture”) by . 511 afier the Oﬂ”erlng, after giving effect 1o the issuance of all Shares being sold undcr the
Offering and issued to the Agent for its corporate finance fee (but before issuance of any shares on cxercise of the
Agent’s Warrants or any outstanding options), representing a dilution of 78.6%. The: following table illustrates
this per share dilution:

Dilution Per Share

Price per Share: $0.65
Net tangible book value before the issue of the Shares on June 30, 1998 (fully diluted): i $0.066
Increase in net tangible book value aitributable to the shares of the Company (fully diluted): $0073
Net tangiblc book value afier giving =ffect (o the issue of the Shares (fully diluted): $0.139
Dilution to holders of shares: $0.511
Percentage dilution in relation to the issue price allocated per Share: 78.6%
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DIVIDEND POLICY

The Company bas not paid any dividends on its shares. to date. The Company does not. anticipale paying any
dividends in the foreseeable future. The declaration of future dividends by the Company, if any, will be determined
by the directors of the Company in light of the Company's earnings, cash requirements and other relevant
considerations.

INVESTOR RELATIONS ARRANGEMENTS

The Company has not entered into any written or oral agreement or understanding with any person to provide
promotional or investor relations services for the Company or its securities, or to engage in acnvmes for the
purpose of stabilizing the market, either now or in the future.

RELATIONSHIP BETWEEN THE COMPANY OR THE SELLING SECURITY HOLDER AND AGENT

The Company and the Agent are not related parties or connected parties within the meaning of applicable
securities legislation.

RELATIONSHIP BETWEEN THE COMPANY AND PROFESSIONAL PERSONS"

No professional person, as that term is defined in applicable securities legislation, nor the responsible solicitor or
any associate of the responsible solicitor’s firm has any beneficial interest, direct or indirect, in any securities or in
the property of the Company. No professional person, nor the responsible solicitor or any associate of the
responsible solicitor’s firm is, or is expected to be elected, appointed or employed as a director, senior officer or
employee of the Company or of an associate, affiliate, holding company or major subsidiary thereof or is, or is
expected to become, a promoter of the Company, or of an associate or affiliate thereof.

LEGAL PROCEEDINGS

As at the date of this prospectus, no legal proceedings which are material to the business and affairs of the
Company have been commenced by or against the Company and, to the best knowledge of the Company, no such
legal proceedings are'contemplated.

LEGAL MATTERS

Certain legal matters relfating to the securities offered hereby will be passed upon by Devlin Jensen of Vancouver,
British Columbia, on behalf of the Company and by Campney & Murphy on behalf of the Agent.
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- AUDITORS. REGISTRAR AND TRANSFER AGENT

The auditors of the Company-zre Manning Jamison, Chartered Accountants, of Suite 200, 1645 West 7th Avenue,
Vancouver, British Columbia, V6J 1584.

The registrar and transfer agent for the common shares of the Company is Montreal Trust Company of Canada at
its principal office located at 5.0 Burrard Street, Vancouver, British Columbia, V6C 3B9.

MATERIAL CONTRACTS

Except for contracts entered into in the ordinary course of the Company’s business, the only material contracts -
entered into by the Company are the following: .

1. * Agency Agreemenl dated “January 27, 1999 “between the Company and the Agent (see” “Plan of
Distribution”, page 59).

2, Sponsorship Agreement dated January 27, 1999, between the Company and the Agent (see “Plan of
Distribution — Sponsorship Agreement”, page 60).

3. Escrow Agreéinent- dated’ Scptmn'ber"30":l998- betwieén' Montreal - Trust: Comipany of ‘ Canada, ‘the
Company and cerlaxn shareholders of the Company (see “Escrowed Securmes page 56)

4, Pooling Agxeemem dated July 31, 1998 between Momreal Trust Company of Canada, the Company and
certain shareholders of the Company (see “Pooling Agreement”, page 56). .

5. Share Purchase Agreement dated October 31, 1997, between the Company and the shareholders of
Westersi:Coal Corpi (see “ThesWCC Share Purchase. Agreenient®; pagedy.iit it

6. Coal Property Acqulsmon Agreement - ‘dated November 27,1997, between the Company and. Morns
“Geological Co. Ltd: (see “OlherPropernes Llllyburl Property page43)

7. " Coal Property Acqulsmon Agreemcnl dated November 27,71997, between the Company and G. S Reeves
Associates’ Intemanonal Ltd. (see “Olher Propemes Lillyburt Propeny page 43).

8. Management Agreemeat dated November 30, 1997, between Candy Management Lid. and the Company
(see “Related Party Trensactions”, page 54).

9. Management Agreement dated July 30, 1998, beiween IDi Resource Technologies Inc. and the Company
(see “Relaled Party Trcnsacuons page 54) .

10. ©  Transfer Agericy and Reglstrarshlp Agreement dated June S, 1998 between the Company and Montreal
Trust Company of Canada.

The above contracts may pe inspected at the Company’s registered and records office located al Suite 2550, 555

West Hastings Street, Vancouver, British Columbia, V6B 4MS, while the primary distribution of the Shares offered
under this prospectus is in progress and for a period of 30 days thereafier.

OTHER MATERIAL FACTS

There are no other material facts relating to the Company which have not been disclosed in this prospectus.
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PURCHASERS’ STATUTORY RIGHTS

The Securities Act provides purchasers with the right to withdraw from an agreement lo purchase securities within
two business days after receipt or deemed receipt of a prospectus and any amendment. The Securities Act further
provides a purchaser with remedies for rescission or damages where the prospectus and any amendment contains a
misrepresentation or is not delivered to the purchaser, provided that such remedies for rescission or damages are
exercised by the purchaser within the time limit prescribed by the Securities Act. The purchaser should refer to
sections 83, 131, 135 and 140 of the Securities Act for particulars of these rights or consult with a fegal advisor.

(2539\030\prosp19doc]
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‘CHARTERED ACCOUNTANTS

: o, . - Suite 2(K) Telephune
Mannlng ' 1645 W, Tth Avenue (64141 7331224

. - Vancouver, B.C. Facsimile:
Jamiison Vol 154 (60017312073

AUDITORS' REPORT

To the Directors of
WESTERN CANADIAN COAL CORP.

We have audited the consolidated balance sheets of WESTERN CANADIAN COAL CORP. as at June
30, 1998 and March 31, 1998, and the statements of operations and deficit, deferred exploration
expenditures and changes in financial position for the periods then ended. 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 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 June 30, 1998 and March 31, 1998, and the results of its operations and the
changes in its financial position for the periods then ended in accordance with generally accepted
accounting principles. As required by the British Columbia Company Act, we report that in our
opinion these principles have been consistently applied.

Chartered Accountants

Vancouver, British Columbia

October 16, 1998

{(except for note 8 which is as of December 17, 1998,
and except for notes 8a) and 8b) which are as of January 27, 1999}
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WESTERN CANADIAN COAL CORP.

CONSOLIDATED BALANCE SHEETS

Advances from offncers and dlrectors (Note 5)
Due to subscrlbmg shareholders (Note 6)

SHARE CAPITAL AND DEFICIT

SHARE CAPITAL

Authorized: 100,000,000 Common shares without par value:
Issued: 1 Common share without par value

DEFICIT

Apprt%byte Directors: .
Director

M gf/ég}zvm JAMES
L Director

DAVID FAWCETT

$

609 751

619 896
- ,; 0 l"i R

2 2

(97:666) - (62,145)

(92,664) (62,143)

$ 527,232 $ 547,608

JUNE 30 MARCH 31
1998 1998
ASSETS
CURRENT ASSETS
Cash $ 38,521 $ 140, 76'1
Accounts receivable 16,514 S 17,037
55,035 157,798
DEFERRED FINANCING EXPENDITURES 7.850 -
FURNITURE AND EQUIPMENT Co
Net of accumulated amortization of $193 (March 31-$125) 1303 " 2871
COAL PROPERTIES (Note 4) 207,084 207,084
DEFERRED EXPLORATION EXPENDITURES T 286,960+ 181,355
¢ 527932 © §' 547,608
. LIABILITIES
Accounts caycble and. accrued Ilabllmes RN ‘53;'708



WESTERN CANADIAN COAL CORP.

CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT

INCEPTION
THREE MONTHS  {April 21, 1997)
ENDED JUNE 30 TO MARCH 31
1998 1998
EXPENSES
Legal and accounting $ 11,563 $. 18,218
Consulting ’ 7.800 214,195
Management fees 7,500 12,500
Rent 2,400 4,800
Office and sundry 513 1,440
Telephone 401 1,Q57
Interest and bank charges ,276 175
Amortization 68 . .125
Travel - 9,635
30,521 62,145
LOSS FOR THE PERIOD {30,521) (62,145)
DEFICIT AT BEGINNING OF PERIOD (62,145) -
DEFICIT AT END OF PERIOD $ (92,666) $ (62,145)




WESTERN CANADIAN COAL CORP. SCHEDULE
CONSOLIDATED STATEMENTS OF DEFERRED EXPLORATION EXPENDITURES
INCEPTION
(April 21, 1997}
TO JUNE 30
1998
Belcourt Lillyburt Total
EXPENDITURES FRCAR
,C;dps‘(jltants and valuations $ 61,462 . '61'4,?.2"" .
Drilling ) 58,025 - 58,025
" Geological and geophysical 41,108 . 41,,1((")"8'
Coal licenses © 10,587 3,626 14,213
Field costs 6,322 - 6,322
Drafting 225 - 225
Baidnce-at March 31, 1998 177,729 3,626 181,355
Coal licenses €1,307 - 61,307
Consultants and valuations 10,580 - © 10,580
Assaying 2,102 _ 2,102
Field costs 406 - - 406
Drafting 210 - 210
74,605 - 74,605
Balance at June 30, 1998 $ 252,334 3,626 255,960
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WESTERN CANADIAN COAL CORP.

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION

INCEPTION
THREE MONTHS (April 21, 1997)
ENDED JUNE 30 TO MARCH 31
1998 1998
CASH PROVIDED BY (USED FOR}:
OPERATING ACTIVITIES '
Loss for the period . $ (30,521) $ (62,145)
Amortization, an item not involving cash 68 125
(30,453) (62,020)
Changes in non-cash working capital balances:
Accounts receivable 523 (17,037)
Accounts payable and accrued liabilities 145 53,708
{29,785) (25,349}
FINANCING ACTIVITIES o )
Advances from subscribing shareholders 10,000 475,518
Advances from officers and directors - 80,525
Share capital issued - 2
Deferred financing expenditure (7,850} -
2,150 556,045
INVESTING ACTIVITIES .
Investment in coal licenses - {207,084)
Deferred exploration expenditures (74,605) {181,355
Purchase of capital assets - {1,496)
{74,605} (382,935)
'CHANGE IN CASH RESOURCES DURING THE PERIOD (102,240) 140,761
lE{:{}‘SH RESOURCES AT BEGINNING OF PERIOD 140,761 -
[ g ’
XSIASH RESOURCES AT.END OF PERIOD $ 38,621 $ 140,761




WESTERN CANADIAN COAL CORP.

. NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 1998

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

L
e i

a) Principles of consolidation

The consolidated financial statements include the accounts of the company and its 100% owned
subsidiary Westérn Caal Corp. {"WCC"} and Ensync Resource Managefnent Inc. (“Ensync®}, which'is
100% owned by WCC. All the companies are incorporated under the British Columbia Company
Act. . S

The nature of the business combination was such that neither of the- combining companies-could be
identified as the aquirer for accounting purposes. Therefore, the business.combination has been
accourited for using thé !pooling of interests me-hod of accounting whereby the consolidated
financial statements reflect the combined historical carrying values of the assets, liabilities and
shareholders' equity, and the historical operating resultsiof WCCC' from its inception on October 2,
1997 and WCC from its inception on April 21, 1997 for each of the periods presented - The
reportmg periods ahd’ accounting policies for the two companies have been-conformed in the
consolidated financial statements.

All significant intercompany transactions and balances have been eliminated on consolidation.

b) ‘Amortizati'on
Furniture and equipment is recorded at historical cost and is amortizéd over its estlmated useful Ilfe
under the declining balance method at 20% per annum.

The.company ‘applie_s one-half of the annual amortization in the year of acquisition.

c} Deterred Financing Expenditures - Expenditures made to acquire financing are deferred until the
funds are received at whick: time capital items will be charged to deficit. Should a flnancnng prOJect
be abandoned, the costs related to it will be charged to earnings at that time.

d} Resource properti¢s

i). Deferred Exploration. Expenditures - The company is in the exploration stage and defers all
_ exploration expenditufes until such time as the projects are put into commercial production, sold or
abandoned. Should a property be deemed uneconomic, the costs related to it will be charged to
earnmgs at that time.

i} Valuation - The values shown for coal licenses anc:for deferred exploration expenditures represent
costs to date where such costs are not expected to exceed the amount to be recovered in future
periods. This assessment has been made based on zvailable information about exploration. actlwtles'”‘"
carried out on the properties, the work program in place to explore the properties, the resu
- achieved to date and plans for future exploration wark on the properties, and the sufficiency of t
remaining lease term on the properties to conduct the necessary studies or exploration w
However, it is reasonably possible, based on existing knowledge, that changes in future conditigh
in the near term could require a material change in the recognized amount.




WESTERN CANADIAN COAL CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 1998

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
d) Resource Properties {continued)

jiiy Cost of Maintaining Resource Properties - The company does not accrue the estimated future
costs of maintaining its mineral properties in good standing.

iv) Amortization - The deferred -exploration expenditures and coal licenses will be amortized on a
unit-of-production basis.

el Loss per share

Loss per share computations have not been provided as only one share was outstanding during the
period. Equivalent shares, stock options and pending subscriptions have been excluded from the
calculatlon as their effect would be anti-dilutive.

f} Land Reclamation and Environmental Remediation Costs

During the. course of acquiring and exploring coal properties, the company must comply” with
government regulations-with regard to environmental protection.

The costs of complying with these requirements are capitalized, when incurred,-as deferred costs
until such time as the properties are put into commercial production, at which time the costs
incurred will be charged to operations on a unit-of-production basis over the estimated mine life.
Upon abandonment or sale of a property all deferred costs relating to the property will be expensed
in the year of such abandonment or sale.

The cost and extent of future site cleanup, reclamation or remediation for work programs will be
estimated during the planning stages, at which time a reclamation security bond will be provided to
the British Columbia Ministry of Energy, Mines and Petroleum Resources and recorded as such.

1. NATURE OF OPERATIONS

The company is primarily engaged in the business of acquiring, exploring and developing coal
‘properties. o

Realization of the cost of the coal properties and exploration expenses is.dependent upon the
company's ability to finance and develop the coal resources, and its ability to profitably sell any coal
produced. Although management believes that it is pursuing a course of action that will accomplish
these obiectives, the outcome of these matters is uncertain.



WESTERN CANADIAN COAL CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 1998

2. POOLING OF INTERESTS AND CONSOLIDATED FINANCIAL STATEMENTS

Under an agreement dated October 31, 1997, Western Canadian Coal Corp. ("WCCC") undertook to
acquire all the shares of Western Coal Corp. including its wholly-owned subsidiary, Ensync Resource
“Management inc. ' : '

WCCC agreed to issue 4,250,000 common shares in exchange for all cutstanding shares of WCC:
In_addition, certain WCC shareholders agreed: to. forgive amounts owmg to them by WCC. Since
WcCC and WCC were undzr common control at the time of the agreement and it was not possible
to identify one of the parties to the agreement as the aquirer, the business combination has been
accounted for under the pooling of interests method.

Ac‘cbrdingly, these financial statements: reflect ‘the combined ‘assets and liabilities of WCCC and
" WCC.at their respective carrying.values; the combined ‘share capital and -deficit reflect those of
WCCC and WCC; and the results of operations reflect those of WCCC and WCC on a.combined
basis.

The assets, liabilities, and operations of the following companies at October 31, 1997 were:

weee - T WCe

Curréent assets:. - . SRR <o e % 57,2000 -8 11,808
Coal properties’ - ' N - 97,084
Current liabilities a -(67,199) (104,124)
Share capital . wo() ' - (1)

$ - $ 4,768
Management fee revenue . ‘ . .8 S ' 4. 10,,;000
Less: Administrative expenses - . - {5,232}
Net earnings $ - $ _ 4,768

3. FINANCIAL INSTRUMENTS

The compariy's financial instruments consist of cash, accounts receivable, accounts payable and
accrued liabilities, advances from officers and directors and amounts due. to subscribing
shareholders. In management's opinion the company is not exposed to significént interest, currency
or credit risk arising from these financial instruments. The fair values of these financial instruments
approximate their carrying values. ‘ '



WESTERN CANADIAN COAL CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 1998

4. COAL PROPERTIES

Northeastern British Columbia

The company acquired and holds coal licenses whlch cover the Red Deer,

Holtsfander, Huguenot, Omega and Saxon East deposits and as a condition

of the acquisition has agreed-to pay an annual royalty of 0.75% of the

selling price of coal sales from the properties to certain shareholders (see Note 7).

These coal licenses are recorded at cost. . - § " 97.084 .

Southeastern British Columbia
The company acquired and holds coaf licenses covering the Lillyburt deposit
. which are recorded at cost. 110,000

$ 207,084

5. ADVANCES FROM OFFICERS AND DIRECTORS

The advances are non-interest bearing with no set terms of repéyment and have been made by
officers and directors of the company (see Note 8le)). .

6. DUE TO SUBSCRIBING SHAREHOLDERS

Funds have been advanced to the company by seed investors pursuant to subscription agreements
entered into by the company and the investors. The subscription agreements stipulate that these
funds constitute interest free advances to the company by the investors until such time as the
subscription offer is accepted by the company's directors and the shares are allotted or issued, or
until such time as the funds are returned (see Note 8(f}). '

As at March 31 and June 30, 1998 none of the shares subscrlbed for by the seed investors for
cash had been issued or allotted, nor had any of the shares to be issued for the acquisition of WCC
or for the acquisition of coal hcenses been issued. Amounts due to subscribing shareholders are
comprised of: 4 '

A >



WESTERN CANADIAN COAL CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 1998

6. DUE TO SUBSCRIBING SHAREHOLDERS (continued)

Number of shares Ascribed
to be lssued Con3|derat|on
To be issued for cash received from seed investors prior - . Ceee
to October 31, 1897 - o . 143 OOO ST BT, 2@0"
To be issued for acquisition' of all the shares of WCC pursuant : K
‘to an agreement entered into on October 31, 1997 (Note 2) 4,25’0,000" ' - 34,768
To be issued for cash received from seed’investors prior
to March 31, 1998 973,250 358,550
To be issued as consideration for the Lillyburt llcenses ' '100;‘000»-_ Cer e 259000
Balance at March 31, 1998 5,466,250 $ 475,518
To be issued for cash received from seed investors prior
to June 30, 1998 . 25,000 10,000
Balance-at-June 30,.1998 . 5,491,250 $ 485,518

Included in the 1,141,250 shares to be issuéd for cash are 411,250 fiow thfough shéres for a total
of $164,500 pursuant to which the company is obligated to incur exploration expenditures and
renounce these in favour of the investors.

The shares to be issued to aeed investors for cash and for the L:Ilyburt coal Ilcenses are subject 10 a

'Stock Exchange, these shares ‘Wil be” subject to t"he"Ek'change s See8 Shére Resale Restnctlons

The shares to be issued Tor the wcce acqutsmon ‘will be subjétt to an escrow agreement in
accordance with the terms of the interim National Escrow Regime.

7. RELATED PARTY TRANSACTIONS

During the three month period ended June 30, 1398, the company paid management fees of
$7.500 (perlod ended March 31, 1998 - $12,600] to a company with common directors. in
addition, consultmg fees of 37,800 (March 31, 1998 - $14,195) were paid to a company controlled
by the president.

The company has entered into a management agreement to pay $2,500 per month to a company

controlled by common directors. Sixty days notice by the company is required to terminate thei"

agreement.

Consulting fees are paid to a company controlled by the company s president. Fees are on an hourly
basis and are negotiated on & pro;ect by project basis. .

The directors of the company are the beneficiaries of the coal sale royalty described in Note 4.



WESTERN CANADIAN COAL CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 1998

8. SUBSEQUENT EVENTS

a) Agency and member sponsorship agreements

Pursuant to a sponsorship agreement dated January 27, 1989, the company engaged an.agent for 3 -
Guaranteed Fixed Price Agency Offering for the Initial Public Offenng ("IPO") of 1, 100 OOO .common-

shares of the company at $0.65 per share for an _aggregate of $715 000. The agent's commission
is 7.5% of the gross proceeds of the Offering.

in consideration for conducting a guaranteed Best-Efforts Offering, the agent will receive Agent's
‘Warrants in the amount of 15% of the completed offering, exercisable’ for 18 months after the
listing on the Vancouver Stock Exchange at the IPO price ($0.65]) in the first year and IPO price plus
15% ($0.75) for the remaining six months.

Pursuant to an agency agreement dated January 27, 1999, the company engaged the agent to
sponsor the company for its listing on the Vancouver Stock Exchange ("VSE").

b) Additional subscriptiohs’

in July and August 1998, the company entered into additional ‘share ‘subscription agreernents as
subsequently amended on January 27, 1999, with investors for 378,812 shares for cash of
$151,525, 65,000 of which were flow-through shares for a total of $26,000 pursuant to which the
company is obligated to incur exploration expenditures and renounce these in favour of the
investors.

c} Directors' and officers' stock options

In July and September 1998, stock options were granted to directors and officers to purchase an
aggregate of 700,000 common shares of the company at the IPO price of $0.65 per share expiring
two years from the IPO listing date.

d} Management agreement

On July 30, 1998 the company entered into a management agree'ment to pay $2,500 per month to
a company controlled by the president commencing on the day the company's shares are listed on
the VSE. Sixty days notice by the company is required to terminate the agreement.

e) Advances from officers and directors

On August 31, 1898 the company fully repaid the advances from officers and directors of the
company (see Note 5).

f) Allotment and issuance of shares
On October 5, 1998, 5,870,062 shares were allotted and issued by the company pursuant to the

subscrlptlon agreements referred to in Notes 6 and 8(b} and for the acquisition of WCC and the
Lillyburt coal licenses.

/3



WESTERN CANADIAN COAL CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 1998 -

8. SUBSEQUENT EVENTS (continued)
gl Additional coal licenses

Effective October 9, 1998 the company was granted four coal llcenses by the British Columbra
.Mrnlstry of Energy, Mines and Petroléum- Resources. The llcenses, referred to ‘as the'"Brazron»

Property are. located in the Liard Mlnlng Dlvrsron in Brmsh Columbla

h} Filing of prospectus

The, .company proposes, to, file g final prospectus' for an rnltlal pubhc offermg on’the VSE and to
become Irsted on the exchange (see Note 8 (a)) '

9. YEAR 2000 ISSUE =
The Year 2000 Issue arises because many computerized systers use .t'vy'o"di-gits rather, than four to
identify a year. As a result, many date sensitive systems may recognrze the year 2000 as 1900 or
some other date, resultlng in errors or system fallures when information’ usrng yéar 2000 'dates is

Ref than a ‘date; As a’ e‘

: n OF aftér.Jar . 2000 “n ! ,
moperatlons "and fmancral reportlng may range from mmor errors to srgnmcant s tem farlures wh|ch
" could affect the company's abrlrty to CoRAUCt hofmal BUSIRESs operatrons itis not possrble 16 be
certain that all aspects of the Year 2000 Issue whizh may affect the company, lncludmg ‘those
related to the efforts of customers, suppliers or other thrrd pames on whrch it rehes wrll be fully
resolved.




CERTIFICATE OF THE COMPANY AND PROMOTERS

Dated: February 4, 1999

The foregoing constitutes full, true and plain disclosure of all material facts relating to.. "~ =
the securities offered by this Prospectus of Western Canadian Coal Corp. as required

by Part 9 of the Securities Act (British Columbia) and the rules and regulations |
thereunder. :

Chief Executive Officer

ON BEHALF OF THE BOARD OF DIRECTORS

M-\_\\\ N

IDAVID AUSTIN
Director

THE PROMOTERS

KEVIN W ‘ DAVID AUSTIN

oy Qﬂ/\
CONMD SWANSON

'12539\030\cen1.doc|




COAL PROPERTY ACQUISITTON AGREEMENT

THIS AGREEMEINT mads af‘\t}\c 30th day of April, 1999,
[ P

HETWEEN:
CAX ,a campany duly
inco un CRIRY] tlth Co is, having ap offlon
at Sulta 311 - 470 Gnunville Strasy, Vancouver, Britth Calumbix
Vel 1V4 :
(tba “Pyrchaser”™)
QOF THE FIRST PAXRT

AND

K_E%humumw.of 147 . §foo ToegsT &&VE DEIVE
umax{ ~8.c A YR

(the "Vindor™)

OF THER SBCOND PART

WHERRAR:

A ‘The Vendar i the benaficlal owner of a 100% intarast (n and to cortuin
coal Intereuts (the “Proparty’”), a1 cutlined in Schedule “A" sitached hareto and forming
part of this Agresment, .

B. The Vendor hus 10 goll and tie Purahaser has agreed to Yumhw all
of the Vandar's intorest ln © the Property on the terms and conditioru hacols

oantuinad,

NOW TBRREFORE THIS AGREEMEINT WITNERAKES that in conplderxtion of the

Exﬁnud covenants and agresments herelnafler contalned the parties hersio wgras s
owa, .

.0 - KEPRLSENTATIONS AND WARBANTIES

1.1 Raeprsentations snd Warrantiss of the Vendar: The Veador reproseats and
warmnts to tho Purchuor tha:

(s) m&mmuwuw%almmmgﬁuo&n&?{mﬂﬁww%
o8 compritln porty, and olear eau, chargot an
olaims of others and no tucar o renrsls are or will ba st the clordng due &
recpoct of any thersof,

This is Exhibit * 6 " feferred to in thg
atiidavit of .l Fo
gworn before me alz_/
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13

14

.0—2—

(b)  the coal licatiies compricing the Property have beea or will 3 at the
: c\mmbrdn deLHd%WMWdMWbO(MkVﬂ[n
the J dictiotnyin which th% Fropsrty is loaated; and

(¢) 1o the haat of his lmowledge there ix tio olaim or ohtlimpe agaioat or to
tho ownerthip of or title w0 any of the codl licensm ocom g the
Proporty, not to the bost of hla knowledge {s there wmay huls and

thert are Ho outitanding ¢ etits or optiony. to acquire or purdhaye the.
- Propéity of &ay porion £, and no parson hat :ﬁymydty or qther -

Lateraet whatsosver In production from xny of the coal Hoenses comprising

the Property.

Watver: The repressatstions md wamantios contained {n parxgraph 1.1 shove
wro provided for tw sxclusive boneflt of the Purchaser gnd any breach of sny one
or mote thereof may bo walved by the Purchaser In whols ar In at any tima
withsut prejudics 10 its rights {n respect of eny other bresch of the tame or &
uther reprosantatian or wmua.md the represantetions snd warrantles oontdug
{n prragraph 1.1 shalf survive the neacution heveaf,

mrrcwutauam and Warranties of the Purnhﬁ«: The Purchaser regrosents
xnd warants ta the Vandor that it {s duly lncarporxied usder the laws of Brithh

.Columbia, is ¢ velid and mhainduig gglnp in go%d stadnflng in ‘ﬁd Offica of the
i power and authority

Raglstrar of Companies.for Bl umbls, and hag ]
sntse Into this t, xnd eny agreempnt or Instrument referred to in or
mﬁmplmd by this Apraeaient, and ta oarey out the termy of this Agrosmett to

Walver by the Vendor: Tho roprosentetions snd wanentise containad {n

Ean.grlph 3 xhove arg provided for tha exclusive benefit of tha Vendar end any
resch of any one o7 morg thereal may be waived by the Vendor In wholo ot in
part at any time without prejudics to it rights in cwspest of any other brassh of
the same or m;{ othar representation ¢y warmanty and the representations and
warsantios contained In paragraph 1.3 shall nurvivs the oxscution hereof.

1.0 - ACQUIATTTION OF FROFERTY

2.1

.l

Sale: Yho Vendor, subjoct 10 the terms hereof, harehy salls to the Purchiss a
100% right, dile and intireat in gud 10 the Proporty free tnd claur of all charges,
enoumbranoad and olalms. -

the sale to i of 4 right, titls and (ntareat i and to the Property subject to the
terms  hereo!, th
ropresenting the Vender's out-of-podket exparuas snd costs relating to tho

Praperty.

Cordderition Pmab the Parchasar ¢to the Vonder: In coruideration for
s P

3,0 « THE CLORING

. 3‘!

Clozimg: Tho hase and sale of the shall occur a1 a closing (tho
"Glos‘?nlg') which shall occur o such data W;:Tyod to by the partics,

uor hereby egrees to pay the Vendor 8§22,75843,

76



3.2

3.3

-3

ThePurchaser's Obligaiony at the Closing: At the Cloting the P
pey o the Vendar §22,758.43, g & wrchater sinll

The Vendor's Obligations at the Clc:})nx: At the Clating the Veador shall
deliver to the Purohmiar recordable transfen of 8 100% rigit, dele and Intecsst (n
and to the Property in favour of the Purchaser.

- 4.0 - NOQTICES

41

4.2

. the eddreaen,

Notlos: Bach natice, demand or other communleation roa%uirod or pormitied 0 ba

glvent under this Agroement ahull be bn wridag snd shall be aent by pregald

registorsd meil deposited In a Pot! Offion in Cansde eddrested to the pug

s4titled ta recolve the mme, or dalivered to such pasty, 4t the sddrms fmo‘tlilm
ar

purty 1pecifled above. Tha daw of teaeipt of such notice, demand

communication shall be tha dato of dali thereaf IF dolivored, er, if givea by
tegilatored mull as dforensld, shall b desmed conahusively to be the thitd f.ymr
the same shall have boen so mlled, axcept In the caso of nfg.o-w
gervices for any reasan whatsoever, In Which case the date of masft shalf bo the
date on which fha natics, dsmand or othar comnmunication {5 actually reorived by

Eithar party may at any time and from time o tme nolify tha other in

writing of a obxu;{v of addrets and the new addvess to which natles shall
to it thereaftar unti! further change,

510 “ GENEML

31

N1

i.4

35

Total Apresmant: This Agroomem shall suporscds and rsplscs tny othor

gumam or wrangemant, whethee oral o wrifien, hsretnfore eximing botwesa.

partics In raspect of the tubjoct matier of this Agreement,

Coussuta: No conment or waiver expressed or impled by eithar in res
of any breash or dafault by the other in tho pe crmm{o by tupmnr oﬁg

abligatioas boretnder shall ba desmed or construsd to he & consent o Bf & waiver

of any other broach or default,

Further Atsuranees: The parties shall pily sxecuts or caute t5 be executed
ull dotuments, deeds, conveyances and other Instnmnents of further wssurinco
which muy be roasonibly necessary or advisuble to cury cut fully the intent of
thls Agreement or to record whecever sppropriate the raspective interests from
tinie to tims of the partes in the Property.

Konromost: Thin Agreement shall enure 1o tho benofit of and bo binding upon
the parties and théir reapagtive ruoceston and pennined assigns.

Governlng Law: Thit Agrooment ahall ba coastniad In sccordance with the liws

in foros from time to time in tha Province of Britith Columbla,
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X6  No Partostsbip or Agareyt Tho putics hareto have not creatsd n partnsnship
. and nowllgg contained in this Agroemont shall in sny marinor whateotver
constitute elther tho partaer, sgont or legal ropraxentative of the ofhier party,
nor ¢rosto any ary relaionship bween thom for any purposd whatsosver.
Nolthar party shall havs arty authonity to act for, or to ssume any odligstions or
ity an bebalf of, the-other party excent 43 sy b, from time to tima,-

agrocd upon in writing botwesn the partiss or as utharwise exprossly provided.

87  Huadng: The hoadings, seetlon numben aud article numbers appetring In thiy
it wod the sahodulse attached hereto are {nsertod for conventanse of
relerence only and shall In no way deflna, limlit, conxtrur ar deaaribe the soope or

{ntemt of this Agrooment nor In any way affout thia Agrooment.

X8  Couwatsrparts: This Aignommt may be algned by thadpnrﬁm hereto In as tany
¢o or facalmiles a1 may be nsctssary, each of shich so signed ahall bo
deemed 1o be an ongingl, wnd puch counterpert: or famsimilas opether shali
conxtituile one and the same Instrument and notwithatanding the data of exscution
will be deemed 10 besr the date of exocution set out on the frant page of this

Agrocamtnt,

IN WITNESS WHEREOQF ths partias have oxccuted this agreement & of the day and
your fivgt abave writren, P Y

THE CORFORATE SRAL of WRSTERN
CANADIAN COAL CORY.
wis hgrauntg affixed In the prescacs of!

(e/5)

SIGNED, SRALED AND DELIVERED by
KK AMES, In the presenos of,

VD LANETT

I;;f_"#?zo WepET DI R
s e iRl )

pod2539) 10Wcq syl Haa
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¥6 N Pmmup or ,:gurys The putles hareto have not creatsd » putnnnhxp

mdnoihlgg in this Aeroemouz wull n =ny matnor whatestver
mY the putm. ngantoc legal ropraxentative of the ofhey party,
nor ¢rosto any bwween thom for any purposo whatsosves.

Nelther party shull hxvn auth 1o act for, of to aFume Ky obllglﬁmu or
mpandg an dn!fof the other party except as may b, fmm me to time,
uponmwdungb dscpudumumwwuxpmutypmvidoi

51 meﬂuw The hud::f section numbers and article numbens appotring In this

odulse attached hereto wre insertod for oonvmwnM of

relerency only and shull In no way deflns, limit, construe er dearibo the xoeps or
Inpent of this Agrooment nor in any way affoot thls Agreoment.

58  Cowaterparts: This eruasit may be algned by the nmu horeto in &8 titny
¢o or frcaimiles a5 may bo nactussry, eack af which 3o slgaed shall be
deomed to be an oﬁmnd. end guch countérperts or fasimila togethee shall
conxtitule one and the same Instrument and notwithatandlng the data of exsaition
will be deemed to besr the date of exooution set out on the frant pegw of this
Agroament.

IN WITNESS WB'&REDF the parties have exccuted this agreement s of the day and
your firgt abava wrl

THE CORPORATE SBAL of WEATERN
C&NADIANCO CORY. .
was b to affxed in thy préscncs of \

(/)

?) gL 7R B Wmff‘é

padiIXan) {0ucqap | oz

7¢



BCHEDULE "A"

(XIS Y SCHEDULT "A" 1o the Canl Propeety Aoquisltion

day of April, 1999, betwoen Wostern Canadian Coal

p. and

ament dated tha 30th
In James.
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ASSIGNMENT OF COAL LICENCES

This Assignmenl Agrecmont dated for reference the 1st day of May, 1988,

BETWELN:

Kevin T. Jamas, a businassman residing al 147 — 8400 Fores! Grave Drive, Burnaby, British
Columbla V5A 487 '

AND
Waeslern Coal Corp., 8 company incorp'oralad pursuant ta the faws of Brilish Columbia with lts

registared and records affice ocated at 25650-555 West Haslings Strast, Vancouver,
0.C. V6B 4N5

Kavin T, Jamas, holder of Fres Miner Cerlificate #112962, hereby assigns the coal licenses described in
Schedulo *A” attached herelo to Wesgtern Coal Corp., holder of Free Miner Certificate #140768, to hold
such licenses, and Wastarn Coal Carp. hereby accepts the assignmant.

Kavin 1. James

Pcr.'f/’//{f«x; Zg‘”‘%/
.~

Vs

Wastern Coal Corp.

50



Coal
LIcancs No.

368865
368866
368867
368868

368869
368870
368871

SCHEDULE A

COAL LICENCES

Map
Reference

093P05SW
093POSW
093P05W
093P0SW

093P0SW
093P05W
093POSW

Group

0930/05
093P/05
093P/05
093P/0S

093P/0s
093P/05
093P/05

PNG Description

Block

MM MMM

Units .

45,46,55,56
47,47,57,58
65,66,75,76

- 67,68,77,78

89,70,79,80
87,88,97,98
89,90,99,100

s7



KEVIN T. JAMES

147-8400 Farest Grove Drive

Burnahby, Britlsh Columbla -
VBA 4B7 -

‘ganuary'm, 1999

e, Kim Stone

Coal Adminlstrator

Room 3001 - 1810 Blanshard Street
Victorls, Britteh Columbila

Dsar Mrs. Slone;

Agg!iggg[og E.g'[ I_,:lg‘ggge

Please find atlached an Apphcahon for Llcencs for 7 coal licences located In
northeastem BC. Also atlached is a chequé for $14,616.00, which should cover the .
appllcaﬂon fae and annual rental for ebout 2, 048 ha. : )

(f you have any questions regarding the above please call. | can be reached al (604) -
.808-2692 or (604) 420-5743,

'Thank you.

Yours truly,

5
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AGREEMENT

Between

Western Canadian Coal Corp. (“Western”)
Suite 200, 580 Hornby Street
Vancouver, B.C. V6C 3 B6

and

Mark Gibson (“the Investor™)

Western and the Investor agree as follows:

1. The Investor agrees to make a loan of $20,000 (the “loan) to Western, repayable on January 31,
2002, to be used to acquire eight (8) Mount Speiker Coal Licenses (as described in Schedule A and
referred to herein as “the Property”) based on $2,500 per Coal License. The loan may be converted to
a 20 % working interest in the property at the time the Coal Licenses are granted by the Government.

2. The Investor will also receive a royalty payment based on $0.25 CDN per product tonne FOBT port
on the first 2.5 million tormes of product sold from the Property. This royalty may-be bought out prior
to a production decision by payment of a discounted value based on average production being

500,000 tonnes per year over 5 years starting one year after buyout decision, and the discount rate
being 10 %.

3. If the Investor exercises Lis right to convert the loan to a 20 % interest in the property, Western will
have the right at any time to acquire such interest (not including the royalty) held by the Investor in
the Property based on a mutually agreed upon price, or if a mutually acceptable price cannot be
established,. the .Investor;-at its-cost, has:a: right to retair Norwest Mine Services'Ltd., or similar
mutually acceptable comgany, to ascertain the fair market value.

4. The Investor may not sell his interest in the Property to any thlrd party without the- approval of
Western.

5. Should Western enter into a joint venture agreement on the Property, the Investor and Western agree
that interest to be eamed by a third party would be provided pro-rata from each of Western and the
Investor; and any payments received to purchase interest would be divided pro-rata between Western
and the Investor. ' '

6. If the Investor does not convert the loan to an interest in the property, and Western has not repaid the
loan on or before the due date, the Investor and Western will consider repaymg the loan by the
issuance of shares of Wes:ern at a discount from the market price.

7. Western will carry out work programs on the Property. Western will fund the first $5,000 per Coal
License after which the funding of future programs will be pro-rata.

8. All parties agree to cooperate fully on resolution of any new issues that may arise in the best interests
of advancing and develop:ng the Property.

In witness whereof, as of this date, January 28, 2000, the parties have executed this agreement.

7
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WESTERN CANADIAN COAL CORPY.
(the “Corporation”)
CONSENT RESOLUTIONS
WHEREAS:

A The Corporation does not have sufficient unallocated capital to finance the acquisition of
additional Coal Licenses in the general vicinity of its current portfolio of coal properties;

B.  Kcvin James and David Fawcett, directors of.the-Corporaﬁon,'havc funded and made
-application for certain Coal Licenses referred to as the West Brazion Property;

C. The above referenced funding was made by Kevin James and IDI Resource Technologles Inc.
(“IDI’ ), a private company owned by Dawd Fawcett; and

D. Kevin James and IDI have agreed to gram the Corporanon an option to acquure the West

—- - -—Brazmn "Property at ¢ost. T
BE IT RESOLVED THAT:
1. The Corporation be and is hereby authorized to enter into an agreement (“tﬁe

Agreement”) with IDI and Kevin James whereby the Corporation has the option to
acquire the West Brazion Property at cost from IDI and Kevin James in exchange for
granting IDY and Kevin James a 1% royalty (in the aggregate) calculated on the selling
price per product tonne FOBT on all coal product produced from the West Branon
Property.

2. David Fawéctt, for and on behalf of the Corporation, be and is hereby anthorized to
execute the Agreement.

3, These resolutions may be signed by the directors in as many counterparts as may be
necessary each of which so signed shall be deemed to be an original, and such
counterparts together, either original or facsimile, shall constitute one and the same

instrument and notwithstanding the date of cxecution shall be deemed to bear the date
set forth below,

The foregoing resolutions are hereby consented to by the following directors of the Corporation as
f February 16, 2000.

\-—-\\~4\ This is Exhibit b " referred to in tf

’ -'\A TP 7
" David Austin . David Fawcettxavit of <44 y‘“:‘y G
swarn befsre me at A—Wh//:s

this ... /7 AU’

day of...

’ A Camirssioner fof taking Allidaviis
for British Coluinbia

* Due to a matenal interest, Messrs. Fawcett and James abstained from voting on the app.r0val of the
Agreement — executed only to comply with S. 125(3) of the Company Act (BC).
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WESTERN CANADIAN COAL CORP.

200 - 580 Hornby Street
Vancouver, BC, V6C 3B6

Phone 604-608-2692 Fax 604-684-0642
Email: info@westerncoal.com

WTN 00-02 CDNX:WTN
CORPORATE UZDATE

Vancouver, BC, February 24, 2000, Western Canadian Coal Corp (the “Company”) (CDNX:WTN)
continues to make progress with feasibility work on its Belcourt project, and is acquiring additional property
with favourable resource potential and mining conditions.

The Company has made application for a block of coal licenses referred to as the Mount Spieker property
about 20 km west of the town of Tumbler Ridge. Substantial exploration was done on this property in the
seventies and early eighties, with identification of resources suited to open-pit and underground mining. The
mining area is within 10 km of EC Rail’s line to Tumbler Ridge arid is accessed by an existing road.

The Company has negotiated an option to acquire certain coal licenses, referred to as the West Brazion
property, located 3 km west of the Burnt River property and 50 km southwest of Chetwynd. Pursuant to the
terms of the agreement, the Company can acquire the West Brazion property by reimbursing the non-arms-
length vendors their out-of-pockat acquisition costs and granting the vendors a 1% royalty: The coal licenses
are currently under application by the vendors who paid the initial assessment and application costs. The
West Brazion block has had early stage exploration work — geological mapping, 2 drill holes and a trench,
which have identified the coal seams in a favourable, flat-lying strycture,

After examining alternative mining strategies, the Company believes that there is good potential for
application of highwall mining methods, in combination with open-pit mining, to the Burnt River, West
Brazion and Mount Spieker defosits to increase resource recovery and to achieve a very competitive cost
structure.

Highwall mining involves mining parallel entries (tunnels) in a coal seam working from the final wall
(highwall) of an open-pit. The equipment is operated from surface; no manpower is required underground.
Highwall mining technology and systems have seen major ajvancement over the past ten years, with today’s
systems achieving high productivity and long entry leng1hs There arg, several equipment manufacturers
supplying systems (o an increasing number of operations in the US, Australia, and South Africa. These highly

This is ExhiRit® ,:BL' Y relerred to in thae
Thc Canadian Venture Exchange has not reviewed and api;: .5 a5 Mk—/ﬂ-“&&@
does not accepl responsibility for the adequacy or accuracy oflhnsl‘r,e’leasp . al,)/ﬂ/’bw‘/./r,s

livig /?M’oa/ o ndtetty AR ......



productive, efficient systems can produce coal at costs competitive with low-ratio open-pit mining, while
recovering coal well beyond economic limits of open-pit mining with no additional surface disturbance.

The Company is continuing early stage discussions on joint venturing work programs on the Burnt River and
West Brazion projects. Talks with coal trading companies have been stalled while the Year 2000 price
negotliations are ongoing between the Japanese mills and major producers. Separate to talks with the coal
trading companies, discussions with respect to participation by highwall and equipment interests have also
been initiated. The Company remains encouraged by discussions to date and is optimistic that joint venture
participants will be attracted to its projects. :

With respect to the Belcourt project, the preliminary feasibility study is ongoing with completion expected by
mid-March. Our consultant requires more time than expected to complete the project.

Contact Barry Girling at 604-608-2692 or visit our website at www.westerncoal.com for further information.

ON BEHALF OF THE BOARD OF DIRECTORS OF
WESTERN CANADIAN COAL CORP.

- “David Fawcett”

David Fawceftt,
President

visit our web site at www.westerncoal.com

The Canadian Venture Exchange has not reviewed and
does not accepl responsibility for the adequacy or accuracy of this refcase
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Royalty Sharing Agreement

Present position with respect to cash and work contributed.

James Gibson Fawcett

West Brazion: $6,500 Mount Spieker: $20,000 Wolvenne: $20,000
Burnt River: $6,000 Wolverine: $10,000 West Brazion:  $6,500
Work (Wolverine): . $5,000 Burnt River: $6,000
Yames: $17,500 219%

Fawcett: $32,500 40.6 %

Gibson: $3¢.000 375 %

580,000

A royalty is to be paid to the investors for advancing the above funds. The royalty to be paidis 1 %
of FOBT port price on all product tonnes produced from the West Brazion, Mount Spleker and
Wolverine properties, payatle on a quarterly basis.

Should any of the coal licenses not be granted, or Western decides to cancel any applications
before the licenses are granted, the investors will be repaid proportlonately once the funds have
been returned by the Government.

Should Western need to apply for additional coal licerses and require additional funds from
investors, the break down of above percentages would be adjusted accordingly.

The funds are to be paid back to investors upon Western receiving adequate financing to advance
the projects. The cash contribution for the Burnt River property was repaid at the time of the vend-
in.

Agreed:
David Fawcett Kevin James ! David Austin Mark Gibson
Date:

_ ROYALTY SHARING

- Thiy ig Exii

M k,/(zw'—cé,zz,
sviorn befsre me a1, Z/
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WESTERN
CANADIAN
COAL corr.

Suite 200 — 580 Hornby Street
Vancouver, B.C. Canada V6C 3B6
Tel: 604-608-2692 Fax: 604-684-0642

FAX 684-0916

- Td: ' Pat'Dcvlin, Devlin J‘ensen'

From: David Fawcett

Subject: Royalty Sharing Agreement

Date: June 15, 2000 Pages: 2

As discussed on Tuesday, I am faxing herewith the basic terms for a royalty and royalty shanng
agreement. Please prepare a formal agreement for execution.

&

This is Exhihil * " raterrgd 1o 0
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ROYALTY SHARING AGREEMENT

. 7
THIS AGREEMENT made this 375/ day of %é/ 2000,

AMONG:

DAVID FAWCETT, businessman of 4920 Weaver Drive, Delta,
Brtish Columbia V4M 1R6 |

(“Fawcett™)
AND:
KEVIN JAMES, businessman of 147 - 8400 Forest Grove Drve,
Burnaby, British Columbia V5A 4B7
(“James”)
AND:
MARK GIBSON, businessman of RR4 S107 C21, Summerland,
British Columbia, VOH 1Z0
(“Gibson™)
(Fawecett, James, and Gibson are collectively referred to as the
“Investors™)
OF THE FIRST PART
AND:
WESTERN CANADIAN - COAL CORP., a Bntish Columbia
company having an office at Suite 200, 58C Homby Street, Vancouver,
Brtish Columbia, V6C 3B6
(the “Company”)
OF THE SECOND PART
WHEREAS:
A The Company has made application for and expects to become the beneficial

owner of a 100% interest in and to certain coal interests in the West Brazion, Burnt River,
Wolverine and Mount Spieker properties set out in Schedule “A” (collectlvely, the
“Properties™),

B. Each of the [nvestors have assisted the Company in acquiring and maintaining
the Properties; and _ . This i Exiisit® /7 ° referrad 10 in tha
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C. The Company wishes to pay a royalty to the Investors for the Investors’
contributions on the terms and conditions herein contained.

THIS AGREEMENT WITNESSES THAT in consideration of the payment by the
Purchaser to the Vendors of $1.00 and other good and valuable consideration, receipt of
which s hereby acknowledged, the parties mutually covenant and agree as follows:

1. INVESTMENT

1.1 Each of the Investors represent and warrant to the Company that they have advanced-
funds to the Company for the Properties as follows:

Investor: Amount:
Fawcett $32,500
James $17,500
Gibson $30,000

2. CONSIDERATION

2.1  As consideration for advancing the funds, the Company will pay a royalty (the
“Royalty”) of one percent (1%) of the price (FOBT at Port) for all product tonnes
produced from the West Brazion, Mount Spieker and Wolvernine coal properties on a
quarterly basis to the Investors as set out in Schedule “2.1” attached hereto and
forming a matenial part hereof.

3. THE COMPANY’S REPRESENTATIONS AND WARRANTIES
3.1 The Company represents and warrants to and covenants with the Investors as follows:

(a) the Company is a company duly incorporated, validly existing and in good
standing under the laws of British Columbia;

(b) the Company has the power and authority to enter into this Agreement, and
any agreement or instrument referred to in or contemplated by this Agreement
and to carry out the terms of this Agreement to the full extent;

(©) the Company is or will be the beneficial owner of all of the coal licenses
comprising the Properties (the “Coal Licenses”), free and clear of all liens,
charges and.claims of others and no taxes or rentals are or will be due in
respect of any thereof;

(d) the Coal Licenses comprising the Properties have been or will be duly and
validly located and recorded pursuant to the laws in the jurisdiction in which
the Properties are located and the Properties are in good standing with the
mining recorder, or such other entity with jurisdiction over such matters, on
the date of this Agreement; and



3.2

4.1

42

43

5.1

6.1

6.2

(e) to the best of its knowledge there is no claim or challenge against or to the
ownership of or title to any of the coal licenses compnsing the Properties, nor
to the best cf its knowledge is there any basis therefor and there are no
outstanding agreements or options to acquire or purchase the Properties or any
portion therecf, and no person has ary royalty or other interest whatsoever in
production frcm any of the coal licenses compnsing the Properties.

The representations and warranties contained in paragraph 3.1 above are provided for
the exclusive benefit of the Investors and any breach of any one or more thereof may
be waived by the Investors in whole or in part at any time without prejudice to its
rights in respect of any other breach of the same or any other representation or

warranty and the representations and warranties contained. in’ paragraph 3.1 shall”™.-

survive the execution hereof.

COAL LICENSES

Upon the Coal Licences being granted and recorded under the Company’s name, the
Company will maintain the Coal Licenses in good standing with the mining recorder,
or such other entity with junsdiction over such matters.

In the event that any of the Coal Licenses comprising the Properties are not granted or
the Company decides to cancel any applications prior to the Coal Licenses being
granted, the Investors will be repaid proportianately unmedlate]y upon the funds being
retumed by the government.

Any forfeiture of the Coal Licenses shall be by mutual consent of the Parties to this
Agreement, and such consent shall not be unreasonably withheld. In the event that the
Company forfeits the Coal Licenses, the Company will assign the Coal Licenses to the
Investors for a minimum period of 30 'days prior to the date the forfeiture is to become
effective.

ADDITIONAL FUNDING

In the event that the Company needs to apply for addmonaJ coal licenses and requires
additional funds from the Investors, each of the Investors’ percentage break down of
the Royalty as set out in Schedule “2.1” will be adjusted proportionately.
REPAYMENT OF FUNDS

Within two years from the date of this Agreement, or upon the Company receiving
adequate financing, to be reasonably determined by the Company, whichever date is
earlier, the Company wall pay back to the Investors all funds advanced by the Investors

for the West Brazion, Wolvenne and Mount Spieker properties.

The funds advanced for the Burnt River property have been repaid.

<3



7.1

7.2

8.1

9.4

95

9.6

9.7

NOTICE

Each notice, demand or other communication required or permitted to be given under
this Agreement shall be in wnting and shall be sent by prepaid registered mail
deposited in a Post Office in Canada addressed to the party entitled to receive the

‘same, or delivered to such party, at the address for such party specified above. The

date of receipt of such notice, demand or other communication shall be the date of
delivery thereof if delivered, or, if given by registered mail as aforesaid, shall be
deemed conclusively to be the third day after the same shall have been so mailed,
except in the case of interruption of postal services for any reason whatsoever, in

which case the date of receipt shall-be the date on which the notice, demand or other- .

communication 1s actually received by the addressee.

Either party may at any time and from time to time hetify the other paﬁy n Mting of
a change of address and the new address to which notice shall be given to it thereafter
until further change.

ASSIGNMENT

This Agreement may net be assigned without the wntten consent of all the parties,
which consent shall not be unreasonably withheld.

GENERAL

This Agreement will enure to the benefit of and be binding upon the parties and their
respective successors, ‘heirs, executives, administrators and permitted assigns.

Time will be of the essence of this Agreement.

This Agreement will be governed in accordance with the laws of the Province of
Bntish Columbia.

The terms and provisions herein contained constitute the entire agreement between the
parties and will supersede all previous oral or written communications.

The parties hereto have not created a partnership and nothing contamned in this
Agreement will in any manner whatsoever constitute either party the partner, agent or
legal representative of the other party, nor create any fiduciary relationship between
them for any purpose whatsoever. Neither party will have any authonty to act for, or
to assume any obligations or responsibility on behalf of, the other party except as may
be, from time to time, agreed upon in writing between the parties or as otherwise
expressly provided.

The parties- will promptly execute or cause to be executed all documents, deeds and
other instruments of further assurance which may be reasonably necessary or advisable
to carry out fully the intent of this Agreement.

This Agreement may be executed in counterparts, and if so executed, all such parts
will be read as constituting one agreement in the same manner as if all parties
executing this Agreement in counterparts were signatories to one copy of this
Agreement.

iy
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IN WITNESS WHEREOF the parties have executed this Agreement as of the date first
above written.

Signed, Sealed and Delivered by
DAVID FAWCETT

in the presence of: %

qd TS “"“f//;g ‘

N : -

Nre Forest e B, Rincky B¢
Address VSAYx#

Bout SLANES S It
Occupation

AVID FAWCETT—

N’ N Yt e Yo Mo o e

Signed, Sealed and Delivered by
KEVIN JAMES
in the presence of:

:Dﬁ—u D FAWLETT

Nam
20 afrieC
Address D77 B Wmmiee

R R S
1
| m\%

Occupation

Signed, Sealed and Delivered b.y
MARK GIBSON
i resence of’

N - ]
Name %W & Mo R0 ) %,(/V%//) z%
{

10S " T /nparcessr (4per ) MARK GIBSON
A(;glrjess Ceex—~ reeohy, 5.C V3IH ;),i/g s
1oVUS 1 BSS 114 )

Occupation

e’ N Nt N el

The Corporate Seal of
WESTERN CANADIAN COAL CORP.

hereto affyxed ig the presence of:
. N

luthonze at

ufhonzed Zignatom—" -

c/s

N e N N e N N s

[2539\210Voyally agmt2.doc]



The Royalty will be divided among the parties as follows:

Schedule “2.1”

David Fawcett

40.6%

Kevin James

21.9%

Mark Gibson

37.5%

LA
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WESTERN CANADIAN COAL CORP.
(the “Corporation™)
CONSENT RESOLUTIONS

WHEREAS:

A . The Corporation has made applcation for and expects to become the beneficial owner of a .
100% interest in and to certain coal interests in the West Brazion, Wolverine and Mount
Spieker properties (collectively, the “Properties”);

B. Kevin James and David Fawcett, directors of the Corporation, and Mark Gibson, an arms-
Jength third party, (collectively, the “Investors™), have funded or assisted the Corporation
in acquinng and maintaining the Properties;

C. The Corporation desires to pay a royalty to the Investors for the Investors’ contnibutions
in the Corporation acquiring the Properties; and

D. David Fawcett and Kevin James declare therr interasts in the transactions contemplated by
the resolutions contained herein and abstain from voting on such matters, their signatures
below being prowded only to comply with s. 125(Z) of the Company Act.

‘BE IT RESOLVED THAT:

1. The Corporation be and is hereby authorized to enter into an agreement (the
“Royalty Sharing Agreement”) with the Investors whereby the Corporation agrees
to pay the Investors a 1% royalty (in the aggregate) calculated on the FOBT port
price on all coal product produced from the Prcperties, payable on a quarterly basis .
in arrears, as consideration for the Investors having advanced funds to the
Corporation to acquire and maintain the Properties.

2. . The royalty payable to the Vendors or their nominees shall be allocated as to 21.9%
to Kevin James; 40.6% to David Fawcett; and 37.5% to Mark Gibson.

3. The President, for and on behalf of the Corporation, be and is hereby authonzed to
execute the Royalty Sharmg Agreement.

/
This is Exhibt * — " referred to tnthe |
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4. These resolutions may be signed by the directors in as many counterparts as may be
necessary each of which so signed shall be deemed to be an original, and such
counterparts together, either original or facsimile, shall constitute one and the same

instrument and notwithstanding the date of execution shall be deemed to bear the
date set forth below. ' '

The foregoing resolutions are hereby consented to by the following direotors of the Corporation
as of March 31, 2000.

e

David Austin - David Fvcett

7
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COMPANY ACT

MEMORANDUM

OF
‘ WESTERN CANADIAN COAL CORP.
I wish to be formed into a Company with limited liability under the Company Act in

pursuance of this Memorandum.

1. The name of the Company is WESTERN CANADIAN COAL CORP.

2. The authorized capilal of the Company consists of 100,000,000 Common
shares without par value. :
3. I agree to take the number of shares in the Company sel opp'osile my name
below. :
FULL NAME, RESIDENT ADDRESS NUMBER OF SHARES -
'AND OCCUPATION OF SUBSCRIBER TAKEN BY SUBSCRIBER
s’
/ ' One Common Share without par value
Signature - : ’

Patrick C. Devlin

Name of Subscriber
5600 Grousewoods Place

‘Address ‘
North Vancouver, B.C., V7R 4T4

Solicitor

Occupation

TOTAL SHARES TAKEN: One Common Share without par value

DATED at Vancouver, B.C., this 24th day of Sepiember 1997.




WESTERN CANADIAN COAL CORP.
(the “Corporation”)
CONSENT RESOLUTIONS

WHEREAS:

A.

The Corporation is indebted as at May 31, 2000 to certain shareholders, trade credilors
and directors in the aggregate amount of $152,226, being $30,000 payable to Mark
Gibson; $58,151 payable to Devlin Jensen; 321,500 payable to Pika Geologic Inc. and or
Kevin James; and $42,575 payable to IDI Resource Technolbgies Inc;

The Corporation deems it in ils best interest to settle some or all of these obhganons by
issuing shares for debt;

All of the parties named herein are prepared to settle some or all of lhe mdeb(edness as
the case may be, by way of shares for debt. and

Kewvin James and David Fawcett declare their respective interest in the matters
contemplated herewn and abstain from voting on such matters, their signatures below being
provided only to comply with s. 125(3) of the Company Act.

BE IT RESOLYED THAT:

The Corporation be and is hereby authorized to enter into agreements with each of
Mark Gibson; Devlin Jensen; Pika Geologic Inc.; and IDI Resource Technologies
Inc. to issue shares of the Corporation at a price of $0.30 per share to settle in full
the amounts set opposite their names below:

Mark Gibson . $30,000
Devlin Jensen 329,000
Pika Geologic Inc. §15,000

IDI Resource Technologies Inc.  $35,000

all such share i issuances being subject to the approval of the Canadian Venture
Exchange.

The President or Chief Financial Officer be and are hereby autborized for and on
behalf of the Corporation to execute such shares-for-debt agreements and to make
any filings, execute any documents or take any steps necessary that he feels
necessary or prudent to give effect to the resolutions contained herein.

This is Exhibit * /7( B

referred to in tha.
affidavit of Lo, \Fawen,
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3. . Thgse resolutions may be signed by the directors in as many counterparts as may be
necessary each of which so signed shall be deemed to be an original, and such
counterparts together, ither original or facsimile, shall constitute one and the same
instrument and notwithstanding the date of execution shall be deemed to bear the
date set forth below. -

The foregoing resolutions are hereby consented to by the following dlreclors of lhe Corporanon
3s of June 19, 2000.

fDavid Austini N ) Dawd Fa%?t:ett —~

‘ _¢/ - )
QC&V;H. L W_L
Kewin Jarpes
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Affidavit No. 2 of Fausto Taddei
Swom Septemb'cr‘.lq ., 2005

. - NO.L050703
VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA

ko

CBETWEEN: ) s
WESTERN CANADIAN COAL CORP.
PETITIONER
AND:
DAVID FAWCETT, KEVIN JAMES and MARK GIBSON

RESPONDENTS

AFFIDAVIT No.‘z OF FAUSTO TADDEI

1, FAUSTO TADDEI, Busmessman of 900-580 Hornby Street, in -the City
of Vancouver in the Province of British Colurnbla MAKE OATH AND SAY AS FOLLOWS

1. ) I ani'thc Chief Financial Officer. and Corporate Secretary of Western Canadian
Coal Corp. (“Western™), and as- such have persorial knowledge of the facts and matters
hergin‘after deposed to, save and except where the same are stated to be made ﬁpon information

and beliéf, and, as to such facts, I \'/eﬁ.ly believe the same to be true.

2. — T swear tﬁis Affidavit in response -to the foilowiﬁ'g affidavits filed by gthe

Respondents:

referred to in
\M

- (8. Kevin James’ Affidavit NO. 1 sworn June 4, 2005 (“James’ Affidavit™);

of

? (b) Dav1d Fawcett’ s Affidavit No 1 sworm June 2, 2005 (“Fawcett s Afﬁdav;t")

xhibit

//,
J/

1 befere me at.
e 03y

77

(c) Mark Gibson’s Affidavit No. 1 sworn May 27, 2005 (“Glbson s Affdawt”),

s'lség
vit gf



(d) David Austin’s Affidavit No. 1 awom June 2, 2005 (“Austin’s Affidavit”).

3. In response to paragraph 12 of James’ Afﬁdavrt and paragraphs 12, 13, 24 and 32
of Fawcett’s Affidavit, attached and marked Exhibit “A” to this my Affidavit is a-true copy of
cheque #0138 from Western Coal Corp. payable to Kevin James, signed by David Fawcett, and
dated May 27,1999 in the amount of $22,758.43 (the “May 27 Cheque”). The May 27 Cheque is

regarding “Bumnt River Acquisition” and represents, to the best of my knowledge, payment in-full

for the amount agreed under the Coal Property Acquisition Agreement, attached as Exhibit “B”

to James' Affidavit, for the assignment of the coal licences comprising the Burnt River property.

4. . In further response to the paragraphs noted above in James’ and Fawcett’s
affidavits, attached and marked Exhibit “B” to this my Afﬁda'vit is a true copy of Western Coal
Corp.’s HongKong Bank of Canada Statement of Account, dated May 31, 1999,‘ showing the
May 27 Cheque was cashed on May 31, 1999.

5. ‘ - In response to paragraphs 23 and 32 of Fawcett’s Affidavit, I have performed a
diligent SCarch .of Western's ar:-:ounts and files and have found no invoice(s) from Kevin James

nor arry recorQC'd"liability in Western’s financial staternents as at March' 31, 2000 in respect of a

$5,000 credit to Kevin James for research- and assessment work he did on the Wolverine

properties.

6. ~In response to the references in the Respondents’ affidavits regarding a separate
royalty. pa)’/abl'e on coal production from the West Brazion coal licences, and by way of
inUoductipn for'the following six paragraphs of this my Affidavit, rhe West Brazion coal licences
weré app‘lred for and held in thz name of Elisabeth James as nominee. Thé West Brazion coal
licences were then transferred to Westem in a very brief assignment agreement on November 20,
2000. This is consistent with Elisabeth James holding the licences on behalf of Western. In its
financial books, Western consistently treated James’ and Fawcett’s acquisition of the West

Brazion coal licences as a shareholder loan to Western.

7. ‘In response to paragraph 19 of Fawcett’s Affidavit, paragraphs 21 and 26 of
Austin’s Affidavit and pdragraph 18 of James’ Affidavit, I have performed a. drlrgent search of

73



"Western’s Minute Books containing all of Western’s consent resolutions and Minutes of

Meetings of Western’s Board of Directors ard have found no copy of ‘the February 16, 2000

Cornsent Resolutions regarding the option and royalty en the West Brazion coal licences and A

‘marked Exhibit C to Fawcett’s Affidavit.

8. In response to paragraph 26 of Austin’s Affidavit and his reference to a February

2000 press release announcing an agreement regarding a royalty payable on: the West: Brazion |

coal licences; I have. performed a diligent search of Westem’s files and have found no separate, -

wrilten agreement regarding a royally payable on coal production from.the West Brazion coal

licences to Fawcett and James.

9. The West Brazion coal licences are not producing coal at this time. Western has

no plans to develop the West Brazion coal licences in the near future.

10 " Attached and marked Exhibit “C” to this my Affidavit are true copies of
* Westem’s Cheque Requisition forms dated May 28, 2001,.refq‘121<3stin'g cheques payable to Kevin
James and IDI.Resource Technologies Inc. (“IDI”) in the amounts of $6,5'l.00.,00"cach t6 Tepay a
shareholder lcan. The Cheque Reéuisitidﬁ fpr DI incoxre‘cﬂy states the shareholder loan was
regarding Burnt River. The shareholder loans referenced in Exhibit C’ are, fo ‘the best of my
knowledge, with respect to the acquisition of the West Brazion coal licencg.s. I am not aware _of

any other shareholder Joans to Western in the amount of $6,50‘O in the 'ycars 1999~ 2001.

| 11. Attach,ed and marked Exhibit “D” to this my Afﬁ_da\"lit are true copies of cheque
#0002’23‘and>cheque #000224 from Western C_anadién Coal Corp: payabie to Kevin James and
IDI respectively; and signed by David Fawcett-and Rob McMorran, dated May 28, 2001 in the
amounts of $6,500.00 and $12,000.50 'res;pectively (the “May 28 C_heQues”)L |

12. . Attached and marked Exhibit “E” to this my Affidavit is a true copy of an A/P

slip and work order in the amount,‘of $5,500.50 and signed by David Fawcett. Cheque #000224
payable to IDI is repayment for the $5,:500..5O amount plus the $6,500.0p ‘sha'r'eholdér'advance

. referred to in Exhibit “D” above.

7y



13. - . The May 28 Chcques represent, to t’he best of my knowledge, repayment in full to

Fawceétt and James for. the a:lvances they made to Western for the acqmsmon of the West

Brazion coal Jicences.

14. Attached and marked Exhibit “F” to this my Affidavit is a true and’ accurate

summary which 1 prepar'e',d from Westemn’s and Western Coal Coip.’s General Ledgers setting -

Aout the ‘amounts  advanced by and repaid to the Respondents for the applications for :the coal

licences referred to in these proceedings.

15. Attached and marked Exhibit “G” to this my Affidavit are true copies of letters
dated July 31, 2000 and addressed to Fawcett, James and Gibson, confirming the balance of their
shareholder’s accounts with Western and Western .Coal Corp. as at March 31, 2000. Those

letters state the following balances due to Fawceté, James and Gibson:
(a) balance -juc' to Fawcett w1th respec.t to._édirancgs- Qh]y : $A2'6,500;.‘00;
(b) balén‘cc-af-jue to-James with res‘pé'cf to 'advan’c§s’.lo:r‘1'l’§::" $6,50000, -
(c) blalan‘ce' due to Gibson: $30,000.00:

The total of these amounts is $53,000. - -

16. As ‘an'nAou_nced In a piess release dated July 26, 2005, Western is .currently
constructing a coal preparatidn plant and rail load-out for the Wolvcﬁﬂg properties and has
accelerated the estimated completion date for the plant’s construction to Tuly 2006. Westein’s
goal is to produce 3.0 million tonnes of hard cokjﬁg coal per year from the WO]vcn'ne group of
properties. Western’s current estimate of the total capital cost to bring the Wolverine plant into
existence is $242 million. Atiached hereto and marked Exhxblt “H” to this’ my Affidavit is a

‘true copy of the July 26, 2005 press release.

17. In its first 12 months of production, the coal preparation .ﬁlani for the Wolverine

~ properties is expected to produce approximately 2.4 million tonnes of hard: coking coal. With

7y



sales. commencing no later than October 1, 2006, if the price of hard coking coal were at least

CDN $100 per tonne for the last six months of 2006, Western estimates that the ' total revenue -

eamned from the first three month’s sales would be approximately CDN $60,000,000. One
percent of the total revenue (the Royalty stipulated in the RSA) would then be $600,000. '

18. Attached and marked Exhibit “I” to this my Affidavit is a true and accurate

summary of the coal licences relaling to: the West Brazjo.g”gnd.‘Wol-yﬁ_@rjncg coal properties, their™

dates of application, and dates of issuance.

- 19, Attached and marked Exhibit “J” to this my Affidavit are true copies of the

- following: - - o ’
(a)  all applications for the coal licences referred to'in Exhibit “H” above,

(b)  the Assignment Agrcémcnt from Elisabeth J ames to Western Coal Corp.

for the West Brazion group of coal licences; and
~(c) - oneof the coal licences, provided as a sample; _

20. 1 swear this Affidavit in support of the relief sought by Westem in the Petition..

SWORN BEFORE ME at the City )
- "of Vancouver,- in the Province of British )

Columbia, this \%* day of September, 2005. ) ' 0
L . ) - : v ' A 1 )

A Commjssjﬁher for taking Affidavits -within Fausto Tatder”

British Colu o

bia. )

SARAH M. TARRY
Barrister & -Solicitor
1600 - 925 WEST GEORGIA ST.
VANCOUVER, B.C. V6C 3L2

- (B04) 685-3456
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5 HONGKONG BANK OF CANADA

STATEMENT OF ACCOUNT

7

885 WEST GEORGIA STREET, VANCOUVER, B.C, V6C 3G1 (604)685-1000" 00003
786 .020-054998 Date 4 Page
: 31KAY1999 1
WESTERN COAL CORP. o
200-580. HORNBY STREET Accéunt Nomber Account Type | Currency
VANCOUVER BC V6C 386
' - 020-054998-001 cuI CAD
4 K - cps Tae, .
te Details Debit - Credit Balance
'HAY,1999 BALANCE FORWARD . , 86,448.17
94MAY |CHEQUE 000123 . **1,551.50- 84,896.67
'SMAY |[CHEQUE 000125 A£156.62 '
‘HAI CHEQUE 000126 391.02" 84,349.03
2+ MAY |CHEQUE 000127 #101.227 84,247.81 i
SOMAY |CHEQUE 000128 ‘@,107-93- 76,139.88 |
‘I ¥AY.|DEPOSIT '
! 'co DEP “'50,000. 00 A
11HAY |CHEQUE 000124 ¥ 25.00" 126,114.88
aMAY |{CHEQUE 000129 As50,631.00~ 75,483.88
'MAY |CHEQUE 000133 X13,094.67- 62,389.21
,JKAY CHEQUE 000131, X16.00" 62,373.21
"\ Y |CHEQUE 000132 »+1,391.00" 60,982.2
-~ TZHEQUE . . . 000130 . 8508.25~ 60,473.96
e bHBQUE_" ' 000139 x10,165.00" 50,308.96
11aAY |CHEQUE 000138 ©22,758.43" ’ o !
}1MAY |« INTEREST '
‘I - |INT TO 31-05-99 '134.52
-MAY |*SERVICE CHARGE _
i FLAT FEE «10.00
!'HAY | *SERVICE CHARGE .
: ACTIVITY SERVICE CHARGZ ‘v 10.50 .27,664.55 “ii
o N This is Exhibit ** % " relferred to in the
. afficaiil of. GCBUSTO TADBQ\
P
A Commlssloner 14;* taking Aftidavits
. within Gritish Columbia
LUR CUSTOMERS BORROWING AT RATES [BASED o’ PRIKE, PRIKE IS

1; 25%

]
|
i

'WR ONLY $39.95, PURCHASE TRAVEL PROTECTION THAT COVERS YOou FOR AN: UNLIMITED NUMBER' OF 15
TRIPS YOu MAKE IN THE NEXT: YEAR THIS 1S A LIMITED TIME OFFER, SO DONT DELAY!

CALL -

i ’(87 ~5280 AND SPEAK WITH AN INGLE HEALTH REPRESENTATIVE FOR MORE DETAILS TODAY.

Y

i,

::ﬁts 108 '918.14 5n1amce 7]

?"tal, v

redi ts .50,134.52 27,664.55

N

mWH(OlN)UuEm 05T

[ P

A r e macbm— it i el el Vs ~E

anis e

avrantioan Aam ~hansa n

artiirecc



| v
00004

WESTERN CANADIAN COALGCQRP. C + s o
affidavit of (HU STo, TADDEK .....

CHEQUE REQUISITION

A'Comm‘iss'io'nel for taking Alfigavits'
within: British Golurh bla!

Date: Mjﬁ n??)/ Ol _ . AmountSM?Uﬂ ’ ﬁ
Payable to: . o o '
T K (o

Justification:

| /iV]/L}ﬁJg 0/.,0/’ WA/l I ﬁ/jgﬁ/z\

Supplier | Invoice | Tavoice | Inv. Amount | JV# | Date | Prepared By
| - . . # | Date | N 1 Posted | =
e TRMES | i | Mo 2913 e50.00| w1 | Mn2d. ot

" Amount Acgunt Name | G/L.

«r

s (0. 00 /}/émm /{Mﬂm LMool | 2105

GST Recervable T | 2470

‘.gTEIﬁ




WESTERN CANADIAN COAL CORP.

~ CHEQUE REQUISITION.

Date /’/ﬂ,ﬁ W 7] S Amount $ /'Sﬂﬂ ﬂ[]
. Payable to
- J DI /@m{zw, /Jf‘/

Justification:

JRaun Ohﬁn/M{{ /2 /m /&Wm C){mg /%m .
' 5///1/)1% K (/r(A .

Qa4 -

Supplier Imroibe | i;ivoicc Inv Amount: v # Défe _.Prep'a_red_B"y
: T# D'até : - |Posted | -

‘j‘D./'ikEsh{m_cE . %72@ //(maé% %SM OQ \Wé //mozﬁ anl ’f

© Amount | ~Achl).;.utName |G gf,

|3 (0.0 '_@1W JHMWAﬂﬁmm-f

| est Recer;a\ble | | 24701

00005

.4



£

00006

VThis is Exhibit D " referred 1o in ihe

affidavit o fausTo 1ADDEY. .

T CPETTEIPYITY a1 e —
WESTERN CANADIAN COAL CORP. . HSBC BANK CANADA . PR
580 HORNBY ST., SUITE 200 895 WEGT GEOAGIA STREET . 0 00 2 ¢
VANCOUVER, BC VEC 385 VANCOUVER, 8C Vo€ 3G1 . - ’
Tel: (804} 608-2692 Fox: {804} 884-0642

223

CHEQUE NO.

pAYSix Thousand Five Hundred -- : " o .OAAATE emmnreee - AN

- 5128/03 | §taermennsinng 500,00

i Lrome  KevinJames
} oRoEA - 147 - 8400 Foresl Grove Dr.
i Burnaby, B.C. V5A 4B7

Ioo- PER

PER

o S . R C : . :
g 2 wooo 23 ni00 20m0 161 . 0L 0BLY00 W 000
] : 000650
g E) UL £C oocULnNe CoNmizes DEL o AT RS PR TIULTIE 1P 520 CUKIVA S LI S S0 10 ! — OOD
R o . ERC Ca ? - T m——
PRl o ;
6 : F
=g & e e s e DGO ;
v g c T CONVAIL un-n:-nunl-l,\} K ll:llm%
o 5 P
E © : . .
By : WESTERN CANADIAN COAL CORP. ’ - .
s ¥ : B TER N Aoy o1 surTe 2 HSECBANKEANADA,, 0002:
28 B VANCOUVER, 8¢ V6C 185 . VANCOUVER,BC V&CaG! - . :
2% Tek: (504) 608-2692 Fox: {504) 684-0642
By 224. .
£ £ CHEQUE NO.

{.. payTwelve Thousand

. ' — TTDATE : : ——;386130

413'-'""""'1_2,0'00.50 "

- A 512801
i ome DI Resource Technologies Inc. '
{ ORDER 4920 Weaver D.

: Deita, B.C. V4M 1R6

w000 22, i00 20m0 k&1L
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A/F Slip ,
Supplier Invoice # Invoié.c,: Inv.
: ' ‘ Date Amount

JVH

~Date .
Posted -

Preparc‘d By

ARECISI0A

Ji

W74

/D KESOURCE. | CArers /‘7% )8 530050

Account Code Account Name - li;mount

Cr

1580 |Fumifie g@% |3 550090

This is Exhibit E " referred lo in lhe
altidavit of (F\ UsSto /rP(DD Y

made before me al \/(XN):)U\/C(

A Comrrpu..snoner lor taking Mhdavns
viithin British Columbia

24790 GST. 33175
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| Shipping Via___- ' Insured

:"‘to be Done
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ESTEAN CANA D‘l/_iN COAL CORP,
mmmery of Amounts Owing to Shareholdars from Aprll 30, 1999 t6 May 31, 2001

e

Description.

David Fewcett (1D1)

Kavin Jamos (PIKA) M. Gibson
R “Amaunts Owlng Fees Amounts Owing — Consuiting Fees Amounts Owli TOTAL
: ; - - - 22,756.43
473011999 Sal6 of Burnt ANer property from K. James to WGCC Usad 1o buy Bumt River property 22.756.43 @2758.83)
21999 Repaymém to'K. Jaines of amount owing for Byt Rivar . ) {22.758.43) 35.000.00 35.000.00
1202000 Advance by Mark Glbson, Used to apply for Wolverlne licences 15.000.00) (15.000.00)
131/2000 Regayrrsntto Mark Gibson. (15,000, 20.000.00
23/2000 ‘Advance by David Fawcet! Used 1o apply for Wolvering licances 20,000.00 10,000.00 10.000.00
162000 Advancé by Mark Gibson . Used to apply for Wolverine li¢ancas . . o 13.000.00
IN72000" ‘Advance by K, Jamas and D. Fawcett Usad to apply for West Brazion licances 6.500.00 R 6.500.00 500.00 27.500.00
33112000 Outstanding consutting fees {in ATF o accrued llabilites) : 15.000.00 12.500.
" Batance Merch 37, 2000 26,500.00 15,000.00 6,500.00 12,500.00 20,000.00 90.500~°°'
L . 8.500.00 °
Y2000 Advance by 0. Fawcatt Usad 1o ply lor eddltional Wolverine licences 8,500.00 2.500.00 2.500.00
“30r2000 Aprl consuting fos for K. Jamas o (8.500.00)
61672000 Repdld advance to B, Fawoen (8,500.00) . = :
Batancs Jura 36, 7000 26,500.00 15,000.00 6,500.00 15,000.00 30,000.00 93,000.
R u . . £0.000.00
11122000 Issiance of Shares for Dobt (at $0.3share) (20,000.00) {15.000.00) w0 {15.000.00) (30,000.00) :13,000.00;
15/28/2001 *Repay outstanding amounts re: Wost Brazion property (6,600.00) {6.500.00)
Halance May 31, 2001 . - : - -
; =z 3
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July 31, 2000

- Mr. Kevia Tamies

147 - 8400 Forest Grove Drxve
Burnaby, B.C.
VSA 4B7

Deér Mr. James:

00011
56 4

This is [ it * G) " telerred o in thc
2lfidavil of F(;,L)STO . lﬁDDé\

mzdc belfore me al\/O‘nQQ\)\(C"

this. S _day of .. \7C(200<

A Commlssuoner oy taking Afhdavlts
witi!n British Columbia

Re: Western Canadiao Coal Corp. (Consolidated)

The following is an analysis of your shareholder’s account with respect to advances only

as at the year ended March. 31, 2000:

':Bvalancé duc to you from Western Canadian Coal Corp.

$6,500.00



July 31, 2000

‘Mr. David Fawcett -
4920 Weaver Drive
Delta, B.C.

V4M 1R6

DearAMr. Fawecett:

Re: Western Canadian Coal Corp. (Consolidated)

as at year ended March'31, 2000:

Balance due to you from Western Coal Corp. - $20,000.00.
Balance due to you from Western Canadian’Coal Corp. - _6,500.00
. ' S 3 2650000

00012

The following is an analysis of your shareholder’s account With respect to advances only .

g7



July 31, 2000

Mr. Mark Gibson, .

RR4 5107 C21
" Summerland, B.C.

VOH 120

Dear Mr. Gibson:

Re: Western Canadian Coal Corp. (Consolidated)

The following is an analysis of your shareholder’s account for 1he
year-ended March 31, 2000:

Balance due to you.from Western C‘apadian Coal Corp. -~ - $:30.000.00

CONFIRMED CORRECT:

- Date- -

"&u 60!.2692

00013

22
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WeStern CanaC“ans QQ@J H ” felerred o in the
| allidavit ol (P\\)%TO \P\VBC\

900 - 580 Hornby Street
Vancouver, B.C. V6C 3B6 made’ bnlore me a.\bW\CO\)VC( eeeereretem
. Phone  604-608-2692 »
Fax 604-629-0075 \his. \O( rogonfrxcz:mccl:
Email info@westerncoal.com ) :
WTIN05-13 e asionor idy taking Affidavits  TTSX: WTN and AIM: WTN

within Sritsh COgmuid

WESTERN CANADIAN COAL ANNOUNCES A CCELERATED W OLVERINE
CONSTRUCTION SCHEDULE AND UPDATES ON CAPITAL COSTS

Vancouver, B.C. July 26, 2005 - Western' Canadian Coal Corp. (TSX: WTN and AIM:
WTN) ("WCCC" or the “Company’’) announces that it has accelerated the estimated completion
date for the construction of the Wolverine coal preparation plant and rail load-out by six months,
from early 2007 to July 2006. The accelerated construction schedule is primarily. a result of a
letter of intent entered into with the Sedgman group of companies, pursuant to which Sedgman
- will build a turnkey coal preparation plant for WCCC by July 2006. Sedgman, an international
company ‘heddquartered in Pittsburgh, Pennsylvania, specializes in the design, engineering,
* construction and operatlon of coal preparanon plants and material handlmg systems worldwide.

The plant is de51gned ‘and will be built to handle 3.0 million tonnes of hard coking coal per
-annum, however its initial throughput will be 2.4 million tonnes. Currently, the Company’s mine
permit allows for the production of 1,6 million tonnes of clean metallurgical coal per annum on
the Perry Creek and EB open- pit propemes over an 1l-year period. The Company however has
applied to the BC government for an-increase to the allowable production to 2.4 million tonnes
per annum. A decision is expccted on the application by the fourth quarter of 2005. The
estimated marketable coal from the Perry Creek and EB open-pits is 15.6 million tonnes of
metallurgical coal and 0.3 million tonnes of thermal coal. The Company’s goal is to increase
production from the Wolverine group of properties from 2.4 million tonnes per year to 3.0 million
© tonnes per year with the inclusion of production from future mining activities at the nearby
Hermann property and the Perry Creek underground resource.

WCCC previously reported that the capital cost to construct a 2.4 million tonne capacity plant
and related facilities for Wolverine would be approximately $180 million. This included
approximately $27 million in pre-production stripping to remove sufficient overburden to enable
the Company to mine at the rate of 1.6 million tonnes per year. With planned initial production
being increased by 50%, to 2.4 million tonnes per year, pre-production Sstripping costs are
estimated to ‘increase to $55 million. The incremental stripping costs of $28 million would
otherwise be incurred as ongoing ‘mining costs over the life of the mine were the Company to
~ mine at the rate of 1.6 million tonnes per year. The pre-stripping costs, combined with the costs
* of constructing the larger plant, are expected to bring the total Wolverine capital costs to $242
million, including contingencies of approximately $30 million. :
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- The Company does not- anuclpale Lhat further equity financings will be requlrcd to the fund- these-

capital costs. Cash on hanc, cash flow being generated from the Dillon Mine and project
finance, on which the Company continues to work with its financial advisors, are anticipated to
‘be sufficient to fund the construction of the Wolverine project and: provxde for the Company S
remaining liquidity requirements. :

Gary Lii}ingstone, President and CEO, stated, “Being able to accelerate Wolverine’s hard coki‘ng

coal production-and sales by six months is positive news. Half a year’s production of Wolverire.

hard coking coal at the increased annual level of 2.4 million tonnes will result in sngmﬁcant and
accelerated cash flow for our Company.”

Forward-Looking Information
This felease may contain forward-looking statements that may involve risks and uncertainties. Such statements
relate to the Company’s expectations, intentions, plans and beliefs. As a result, actual future events or results could
differ materially from those suggested by the forward-looking statements. Readers are referred to the documents
filed by the Company.on SEDAR. Such risk factors include, but are not limited to, changes in commodity prices;
strengths of various economies; the effects of competition and pricing pressures; the oversupply of, or lack of
demand for, the Company’s products; currency and interest raze fluctuations; various events which could disrupt
operations; the Company's’ abllll)’ 1o obtain additional funding on favourable lerms, if at all; and the Company’s
abilily to anticipate and manage the foregoing factors and risks. Additionally, statements relaled to the quantity or
magnitude of coal deposits are deemed to be forward-looking statements. The rehablhty of such information is
affected by, among other thmgs uncertainties involving geology of coal deposits; uncertainties of estimales of their
size or composition; uncertainties of projections related to costs of production; the possibilities. in delays in mining
" activities; changes in plans with respect to exploration, development projects or capital expenditures; and various
’ olher risks mcludmg those related to health, safety and envnronm#nlal matlers.

| WESTERN CAN'A-D!AN CQAL CORP.

’ “Gary K. Livingstone” -

-President ah_d éhiefEXeéutive Officer
For furiher informaiion pieasé coniaél:

Gary K. Livingstone, President & CEO or Fausto Taddei, CFO &- Corporate Secrelary,
Western Canadian Coal Corp., 900 — 582 Hornby Street, Vancouver, B.C. V6C 3B6

- Phone -604-608-2692

Fax  -604-629-0075
Email info @westemcoal.com, www.westerncoal.com

- 30-

g,
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COAL LICENCES
ANamcof 1 Number of | Coal Licence Date Date .
| Property Coal Numbers Licences Licences
Licences Applied | Issued
For
{ BRAZION
| GROUP -
| West Brazion 6 379579 _ 379582, | November Au.‘gus't 11,
379584, 379585 30, 1999* 2000*
“WOLVERINE
' GROUP
Mt. Spieker . |7 381711 —381717, | February 2, | October 30,
' 2000: 2000
"Perry Cfeek 10 379594— 379598, | February August ‘1-1, = 1
(Described as - 379600, 379601, | 22,2000 | 2000
Wolverine on. and 383177- | and {and - . .
| Coal Licences) 383179 April 17, © | December 18,
‘ ' 12000 2000 ‘
Hermann 4 383180-383183 | March 24, Decefnber 18,'_'
2000 2000

* Licences applied for by Elisabeth James as nominee for

.20, 2000.

This is Exhibit @ TL_ " referred to in the.

affidavit of .,_.QQ(USTO TADDE !

I."“Mr";"a;.;r;;nissioner or-taking Aftidavits
within British Cotumbla

“Western and assigned to Western on November
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ASSIGNMENT OF COAL LICENSES

This Assigament Agr’e‘emerit dated for reference the 20" day of November, 2000.

‘BETWEEN:

Elisabeth E. James a businesswoman residing at 147 - 8400 Forest Grove
Drive, Burpaby, British Columbja VSA 4B7

Western Coal Corp., a company incorporated pursuant to the laws of British -
Columbia with its registered and-records office located at 2550-555 West Hasting
Street, Vancouver, British

Columbia V6B 4N5

Elisabeth E. James, holder of Free Miner Cértificate #112949, hereby assigns 100
percent of the coal licenses described in Schedule “A” attached hereto to Western Coal

Corp,, holder of Free Miner Certificate #140768, to hold such licenses, and Western
Coal Corp., hereby accepts the 3551gnment

Elisabeth E. James

Western C;'oﬂ Corp

77



SCHEDULE A
Coal License Numbcr

379579
379580
379581
379582
379584
379585 .

000023
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Coal Licence Number _3795%4 77
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Province of British Columbla
Mmlstry of Energy, Mlnes and Petroleum Resources

MINERAL RE_SOURCES DIVISION—TITLES BRANCH

COAL ACT

LICENCE

93P/03W C U300 e - e e
Map relerence - Hectares ___ Date Issued-__August 11, 2000

Westem Coal Corporation.

200-580 Homby Street

Licensee

Vancouver, British Columbia .

V6C-3B6

The licensor grants to the licensee, in accordance with and subject to the provisions of the Act, the right to do
exploration and development work of every kind for all coal in the location described, and the licensee covenants
'.,.Aand agrees at all times 10 perform, observe, and comply with’ the provisions of the Act, and amendments and the
' \covnsnons of any regutations which, may be made under the ‘Act, and all such provisions as are énacted or made
: ) be deemed to be incarporated into this licence and shall bind the licensee in the same manner and to the same

“._...ént as if the same, as they are enacted made or amended, were set out herein as covenants on the part of the
licensee. ;

.The licensee shail Keep the licensor indémnified against all actions, claims, and demands that may be brought
or made against the licensor by reason of anything done by.the licensee, his servants, workmen, or agents, in the
exercise or purporied exercise of the rights, powers, and privileges hereby granted.

This licence is further subject to

(a) the: ptovzsos herelnaﬂer enumerated ( it any)
(b) the prior rights: of the Crown and any agency thereof, and. :
(c) the prior fights of all persons entitled. thereto by vmue of any other Statite.

IN WITI NESS WHEREOF the licensor and licensee have hereunto set their hands and seals the day and year
fi rst above written: :

Western Coal- Corporatlon

Y

CicBnsae

Witness ' — o Q censee

Minister of Energy Mines and Pelmleum Resouroes ernsor
DELBGATED BY.ORDER IN COUNCIL NUMBER
1411/94 AND MINISTER'S ORDER NUMEBR 351/94

TO THE CHIEF GOLD COMM]SSIC)NI:‘.Rw09
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Description of location:

““Jnits 3, 4, 13, and 14 of Block F of Group 093P/3

5|28
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(1) For the purpose of section 7 of the Coal Act, before commencing any exploralion or devélopmem work on
\acation, @ search is to be conducted in the Prince George _
‘Registry for any privalely owned land; -and a search of the records of Ministry of Crown Lands, Water
Managemerit Branch of the ‘Ministry of Environment and the Ministry of Forests, Parliament Buildings, Vicloria,
British-Columbia, must be made lo delermine any teénures issued by the Crown. o

" (2) The licensee acknowledges thal this ‘IiceAn'c‘e does not grant 1o the licensee the 1ight-lo do exploration or-
development work of.any kind for any natural gas in the location. herein described, and further acknowledges that -

such explordtion or development work shall be pursuant to the Pelroleum and Natural Gas.Act-R.S.B.C. 1979,
C. 323. o



NO. L050703
VArCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA

BETWZEN:
WESTERN CANADIAN COAL COEP.

' PETITIONER
AND:

DAVID: FAWCETT, KEVIN JAMES and MARK
GIBSON ' -

RESPONDENTS

AFFIDAVIT No. 2 OF
FAUSTO TADDEI

LAWSON LUNDELL LLP

. Barristers & Solicitors

1600 Cathedral Place
925 West Georgia Street
Vancouver, British Columbia
V6C 312

Phone: (604) 685-3456

Attention: William M. Everett, Q.C.

SMT/

27444 AR, QMT 28AT4A1D 9

—9/



/o>
Mav.22. 2005 10:36AM DYE DURHAM No.3284 P. 2/13

SUPREME COURT |
OF BRlTISH COLUMBIA
VANCOUVER REGISTRY | L0507 3
MAR 2 1 2005 NO.
VANCOUVER REGISTRY

PREME COURT OF BRITISH COLUMBIA

BETWEEN:
" WESTERN CANADIAN COAL CORP.
PETITIONER

" DAVID FAWCETT, KEVIN JAMES and MARK GIBSON
RESPONDENTS

RE: APPLICATION PURSUANT TO SECTION 150(2) OF THE BUSINESS
CORPORATIONS ACT, S.B.C. 2002, c. 57

PETITION TO THE COURT

THIS IS THE PETITION OF:

Western Canadian Coal Corp.
900-580 Hornby Street
Vancouver, B.C. V6C 3B6

ON NOTICETO:

David Fawcett
4920 Weaver Drive
Delta, B.C. VAM 1R6

Kevin James

147 — 8400 Forest Grove Drive [y
Bumaby, B.C. VSA 4B7 §
&

_ Mark Gibsan . 2
RR4 §107 C21 §

Summerland, B.C. VOH 1Z0

This is Cyhnblt '4 " referred to in ths
afiidavit of P \]M

i

]

this . /7

...day of .

2B
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Let all persons whose interests may be affected by the order sought TAKE
NOTICE that the Peutioner, Western Canadian Coal Corp., applies to court for the relief set out

in this Petition. -
APPEARANCE REQUIRED

IF YOU WISH TO BE NOTIFIED of any further proceedings, YOU MUST
GIVE NOTICE of your intention by filing a form entitled “Appearance” in the above registry of
this court within the Time for Appearance and YOU MUST ALSO DELIVER a copy of the

" “Appéarance” to the Petitionér”s dddiéss {or delivery, whichi is sét out'in this Petition.

YOU OR YOUR SOLICITOR may file the “Appearance”. You may obtain a

form of “Appcaréncc" at the registry.

IF YOU FAIL to file the “Appearance” within the proper Time for Appearance,

the Petitioner may continue this application without further notice.

TIME FOR APPEARANCE

Where this Petition is served on a person in British Columbia, the time for

appearance by that person is 7 days from the service (not including the day of scrﬁcc).

Where this Petition is served on a person outside British Columbia, the time for
appe;i_rancc by that person after service, is 21 days in the case of a person residing anywhere
within Canada, 28 days in the case of a person residing in the United States of America, and 42

days in the case of a person reciding elsewhere.

TIME FOR RESPONSE

IF YOU WISH TO RESPOND (o the application, you must, on or before the 8"

day after you have entered an Appcarance:
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(a) Deliver {o the Pelitioner
(i) 2 copics of a Response in Form 124; and
(1) 2 copies of each Affidavit Op which you intend 10 rely at the hearing, and
(b)  Deliverto every other party of record
(1) one copy of a Response in Form 124; and
(ii)  onecopy of each Affidavit on which you intend to rely at the hearing,
The addrcss. of the registry is: 800 Smithe Street, Vancouver, British Columbia.

- The address for delivery is: ¢/o Lawson Lundell LLP, 1600 - 925 West Georgia
Sixeet, Vancouver, British Columbia, V6C 3L2. (Attention: William M. Everett, Q.C.) '

Fax number for delivery is: (604) 669-1620.

The name and office address of the Petitioner’s solicitor is: Lawson Lundell LLP,
1600 - 925 West 'Georgia Street, Vancouvcr, Brtish Colwnbia, V6C 312 (Atention: William
M. Bverett, Q.C.).

The Petitioner, Western Canadian Coal Corp., applies for an order pursuant to s.

150(2) of the Business Corporations Act, S.B.C. 2002, ¢.57 that:

(a)  the Royalty Sharing Agreement made March 31, 2000, between David Fawcett,
Kevin James and Mark Gibson, (collectively, the “Respondents’”) of the First Part,

and Western Canadian Coal Corp., of the Second Part, be set aside; or,

(b)  alternatively, that the Respondents David Fawcett and Kevin James are liable to

. account for any profit that acerues 10 them as a result of -the Royalty Sharing ¢

Agreement; and/or ¢

sof
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(c) any other order that the Court considers appropriate; and

(d) coslts.

The Petitioner will rely on Rule 10 of the Rules of Court, ss. 147, 148, 149 and
150(2) of the Business Corporarions Act, S.B.C. 2002, ¢. 57 and ss.'120, 12] and 122.9f the -
Company Act,R.SB.C. 1996, c. 62.

Al the hearing of this Petition will be read the Affidavits of John Byme, Fausto

* Taddei; and Charles Pitcher, copies of which are served herewith.
The facts upon which this Petition is baszd are as follows:

1. The Petitioner Western Canadian Coal Corp. (“Western”) is a company
incorporated pursuant to the laws of the Province of British Columbia, and has ils corpor:itc and
administrative offices at 900-580 Hornby Street, Vancouver, Brtish Columbia. Western's

registércd and records office is located at 2550 - 555 W. Hastings Strect, Vancouver, British

Columbia.

2. The Responder:t David Fawcett (“Pawcett”) is a businessman who resides at 4920

" Weaver Drive, Delta, British Columbia.

3. The Responder:t Kevin James (“James™} is a businessman who resides at 147-

8400 Forest Grove Drive, Burmaby, British Columbia.

4. The Respondent Mark Gibson (“Gibson™) is a businessman who resides at R R. 4,

S. 107, C. 21, Summerland, British Columbia.

The Petitioner —
. 2
5. &:Westem was founded in October 1997 {or the purpose of acquiring, exploring and

developing cudl nining propetlics fur tie international nictallurgical markets. The current focus

of the company is on bringing into production 2 high quality, low cost porifolio of assets in

Job
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northeast British Columbia which will take advantage of the infrastructure alrcady established for

the northeast coal fields.

6. Western owns three large multi-deposit cosl property groups: the Wolverine;
Brazion; and Belcourt and West Belcourt properties, covering more than 50,000 hectares under

license or application and prospective for coal.
7. Western's most deVe]oped assets are:

(a)~ -theDillon—open-pit- mine located-within- the Bumnt -River coal- - .
deposit area, which forms part of the. larger Brazion group of coal

properties; and,

(b) the Perry Creek open-pit and underground deposits and E.B. Trend

open-pit deposit located within the Wolverine group of properties.

8. Western is a publicly traded company listed on the TSX Venture Exchange and

the Alternative Investment Market of the London Stock Exchange.

9. On June 22, 2004, upon filing its transition applicaton with the Corporale
Registry, Westem became a Brtish Columbia corporation pursuant to the British Columbia -

Business Corporations Act.

The Respondents

- 10. Fawcett was a director of Westem from September 22, 1999 until June 30, 2003,
President from November 30, 1997 until June 30, 2003, Chief Executive Officer from November
30, 1997 until mid-2001, and Chief Operating Officer of Western from-mid-2001 until June 30,
2003.
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1. ‘James was a director of Western from November 30, 1997 unul June, 2001,
Secretary from October 2000 untl June 2001 and Vice-President, Exploration of Western from

June 2001 10 October 2004.

12

L

Gibson is a shareholder of Western and was a shareholder at the Uime the Royalty

Sharing Agrecment was entered into but has never been a director or officer of Western.

The Loans and Rovaity Sharing Agreement

130 Prior to March 31;-2000, Western had- made- application for and expected-to -

become the beneficial owner of 100% interest in and 1o certain ¢oal interests in the West

Brazion, Wolverine and Mount Spieker properties in northeast British Columbia (collectively,

the “Properties”).

14, Western entered into a Royalty Sharing Agreement dated March 31, 2000, with
the Respondents, (the “RSA™) which agreement provides, inter alia, at paragraph 1.1 that each of

the Respondents “represent and warrant to the Company that they have advanced funds to the

Company for the Properties as follows:”

Fawcett ' ‘ $32,500.00
James - $17,500.00
Gibson $30,000.00
TOTAL $80,000.00
15. " Paragraph 2.1 of the Agreement provides that “as consideration for advancing the

funds, the Company will pay a royalty (the “"Royalty”) of one percent (1%) of the price (FOBT at
Port) for all product tonnes produced from the West Brazion, Mount Spieker and Wolverine coal
properties on a quarterly basis to the Investors as sel out in Schedule “2.1" attached hereto and

forming a material part hereof.”

16. Schedule “2.1" of the RSA provides that “the Royalty will be divided among the.

pactics as follows:

Jo¥
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David Fawceu 40.6%
Kevin James 21.9%
Mark Gibson 37.5%"
17. Paragraph 6.1 of the RSA provides that “within two years from the date of this

~ Agreement, or upon the Company receiving adequate financing, 10°be reasonably determincd by
the company, whichever date is earlier, the Company will pay back to the Investors all funds .

advanced by the Inveslors for the West Brazion, Wolverine and Mount Spieker properties.”

18. Paragraph 8.1 of the RSA provides that the RSA “may not-be assigned without the -

written consent of all the parties, which consent shall not be unreasonably withheld.”

19, As of the date of this Petition, there has been no production from the Properties

and no royalty payments have been or are due and owing to the Respondents under the RSA.,

The Directors’ Consent Resolutions

20. The directors of Western purported to authorize Western to enter into the RSA

with the Respondents pursuant to Directors’ Consent Resolutions dated as of March 31, 2000

(the “March 31, 2000 Consent RcsolmiOns").

21. The directors of Western at the date of the March 31, 2000 Consent Resolutions
were Fawcelt, James and David Austin, who, at that time, was 2 Terminal Agent Manager for

.B.C. Ferry Corp.

22. Western's Articles of-Incorporation at the time of the March 31, 2000 Consent

Resolutions provided the following:

53. The board may from tme to time fix the quorum necessary for the.
transaction of business and undl so fixed the quorum will be a majority of

the number last elected at the annual general meeting.
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35. A meeting of directors at which a quorum is present is competent to exercise
all or any of the authorities, powers and discretions for the time being vested

in or exercisable by the board generally.

58. A director who is interested in a proposed contract or transaction or other
business o be considered or conducted at a meeting of the board and who
has disclosed his interest in accordance with the provisions of the Company
Act will be counted in the quorum at any meeting of the board at which the
proposed contract or transaction or such other business is c0nsidcrcd,

“approved or othenwise acted upon.

23. Fawcett and James did not disclose their interest in the RSA at a meeting of the
Board of Directors of Western.” Rather, Western was purportedly authorized to enter into the

RSA by the March 31, 2000 Consent Resolutions to which Fawcelt and James affixed their

© signatures.

24. The RSA was not, and has not, been approved by a special resolution of the

shareholders of Western.

25. The RSA is matenial 10 Western. Both Fawcell and James, had, at the time

Western entered into the RSA, and continue to have, a material interest in the RSA.
26. The RSA has been mentioned in Western's consolidated financial statements.

7. At the time of entering into the RSA, Western did not file the RSA with the
Canadian Venture Exchange (20w called the TSX Ventare Exchange) (the “Exchange”) nor did
it obtain acceptance from the Exchange of the filing of the RSA in accordance with then

- Bxchange Policy 1.1 and 5.3.
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Repayment of the Loan

28. By consent resolutions dated June 19, 2000, the Board of Directors of Westem,
being Fawcett, James and Austn, resolved “to issue shares of the Corporation at a price of $0.30

per share to settle in full the amounts set opposite their names below:

Mark Gibson $30,000

Pika Geologic Inc. $15,000
IDI Resource chhnoiogics Inc. -~ $35,000

al] such share issuances being subject to the approval of the Canadian Venture Exchange” (the

“June 19, 2000 Conseni Resolutions™),

29. Western issued, in aggregate, 266,667 common shares in its capital at a deemed

price of $(')30 per share. The common shares were issued in the following amounts:

Fawcelt, through IDI Resource Technologies Tnc. 116,667 ($35,000)

James, through Pika Geologic Inc. 50,000 ($15,00(5)

Gibson ‘ 100,000 ($30,000)

TOTAL ' 266,667 ($80,000) -
30. Regulatory approval of the issuance of the 266,667 common shares was given on

July 11; 2000 ByA letter of the same date from the Exchange to Western. The shares were. issued

on that date.

31. The RSA and the June 19, 2000 Consent Resolutions do not square precisely in
the breakdown of the total funds advanced. Both indicate a total of $80,000 had been advanced
by the Respondents. However, the RSA indicates that Pawcett and James advanced $32,500 and
$17,500 respectively, while the June 19, 2000 Consent Resolutions indicate Fawcett and James

received shares worth $35,000 and $15,000 respectively.
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July 2001 Audit Committec and Board Meetings

32. On July 16, 2001, the Audit Committee of the Board of Directors of Western mel.

and reviewed the Consolidated Financial Statements of Western as at March 31, 2001.

33, On July 17, 2001, the Board of Cirectors of Western met, and the' Audit )

Committee expressed concems regarding lhellcgal standing and enforceability of the RSA.

Mnnagcmcnt of Western

34. At the time the RSA was entered into, in March of 2000, James and Fawcett were

the only two Officers of Western. Fawcen was President and Chief Executive Officer of Western

and James was Secretary of Western.

35. Fawcett's rolg in management changed to President and Chief Operating Officer
in 2001 and James was appointed VP Exploration in that same year. Also in 2001 Robert
McMorran was appointed Chief Financial Officer and Corporate Secretary.

36 In June 2001 John Byme was appointed a director and Chair of the Board of

20,

Westemn.

37. In December of 2002 Charles Pitcher was appointed Chief Executive Officer of
Westem.

38. Fawcett resigred as a Director and as President and Chief Operating Officer in

June of 2003 and Charles Pitcher was appointed Interim President.

.39. In May of 2004, Pitcher resigned as CEO and President of Western and was
appointed Chief Operating Otficer. Gary Livingstone was appointed in Pitcher’s place as CEQ

and President.

40. In Auguat of Z004 Fausto Taddei was appointed in Rob McMorran's place ag

Chief Financial Officer and Corporate Secretary.
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41. In October of 2004 James resigned as a Director, Pitcher rcéigncd as Chief

Operating Officer and John Hogg was appointed Vice President and Chief Operating Officer.

42, The Directors of Western as of the date of this Pettion are the following:
(a)  Colin Benncr,
(b) Gordon Bub,
(¢) John Byme,
(d) John Conlon,
(e) Gary Livingstone, and
(H Charles Pitcher.

None of the Directors were directors of Western atl the ime the RSA was entered into and the

Consent Resolutions signed.

43. ' The Officers of Western as of the date of this Peu“don are the followjng:.
(a) John Byme - Chair of the Board,
)] Gary Livingstone - C.E.O. and President,
© William Burton - Vice President,
(d) John Hogg - Chief Operating Officer,
(e) Kathleen Pomeroy - Vice President, and
(f)  Fausto Taddei - CF.0. and Secretary.

None of the current Officers were with Westem at the time the RSA was entered into and the

Consent Resolutions signéd.

Request to Assien Fawcett's Interest in the RSA

44. By letter dated February 10, 2005, from counsel for Fawcett to Western, Fawcent

requested Western's written consent to his intenlion to assign a 50% portion of his royalty

interest under the RSA to International Royalty Corporation (“IRC").
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45. By letter dated February 17, 2005, from Western to counsel for Fawcett, Westem
advised that none of its present senior management were involved with Westem at the (ime the
RSA was entered into and the March 31, 2000 Consent Resolutions were signed and advised that
Fawcett's request that Western consent 10 his preposed assignment (o International Royalty

Corporation would be considered by Westem's Board of Directors.

46. By e-mail dated February 18, 2005, from counsel for IRC to Wester, counsel for -
IRC further requested Western provide its consent to Fawcett's proposed assignment to IRC and

enclosed royalty assignment agreements for Western's execution.

47. By letter dated March 3, 2005, from counsel for Westem (o counsel for Fawecett,
counsel for Western advised that it had been obtaining background information relating to the
proposed assignment and advised that Western’s Board of Directors were scheduled to meet on

March 15, 2005, at which time it was expected that the matter would be dealt with.

48, The Board of Directors of Westem met on March 15, 2005. At that meeting, the

Board, inter alia, unanimously resolved that:
(1)  Western petition the Court to have the Royalty Sharing Agrcement set aside, and

(b)  Western not seek ralification of tae Royalty Sharing Agreement by the
sharcholders since the directors do not consider the agreement to be in Western's

best interests and would recommend against such ratification.
The Petitioner estimates that the application will take one day.

DATED at the City of Vancouver, in the Province of British Columbia, this 21*
day of March, 2005.

Layeon Lindi®

Lawson Lunde]l LLP
Solicitors for the Petitioner
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IN THE SUPREME COURT OF BRITISH COLUMBIA
BETWEEN:
WESTERN CANADIAN COAL CORP

PETITIONER
AND: .

DAVID FAWCETT, KEVIN JAMES AND MARK GIBSON

RESPONDENTS

ORDER

BEFORE THE HONOURABLE MR. ) THIS 24™ DAY OF February, 2006.
JUSTICE TYSOE ).

THIS APPLICATION coming on for hearing at Vancouver, British Columbia, on
February 20 to 24, 2006, and on hearing William M. Everett, Q.C., counsel for the Petitioner,
and Murray A. Clemens, Q.C., counsel for the Respondent Kevin James, Howard Shapray, Q‘C-

counsel for the Respondent Mark Gibson, and John Forstrom, counsel for the Respondent David

Fawcett;

AND JUDGMENT being rendered on February 24, 2006;

THIS COURT ORDERS that: ‘ This is Exhibit * /)/( " referred to in tha

affidavit of fi(/ﬂ/wu(, Jec%

N o sworn belore me at.../drecasm. 13.C
1. The Petition be dismissed; and mis,v_/_"_._fjffaay of _Q ¢

TR Eommissfoner for takido Affidavits



2. The matter of costs be reserved to be reviewed and determined by

the Court at a later date.

APPROVED AS TO FORM:

COUNSEL FOR THE PETITIONER

Lo —

COUNSFL FOR THE RESPONDENT,
DAVID FAWCETT

L

COUNSEL FOR THE RESPONDENT,
KEVIN JAME '

/) /.

COUNSEL FOR THE RESPONDENT,
MARK GIBSON

BY THE COURT _

R‘E‘(ﬁSTRAR@/‘}/ |
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MAY 2 3 2006
VANCOUVER KewatSTRY
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Western Canadian Coal Corp. v. Fawcett . , - Page 2.

[1] - THE COURT: In or about the month of June 2000, the Petitioner and the
Respondents entered into an agreement dated March 31, 2000 (the “Royalty
Sharing Agreement” or the "Agreement”) which provided that, among other things, .
the Petitioner would pay the Respondents a royalty of 1% of the price for all product
tonnes produced from three sets of coal properties acquiréd by the‘Peti't‘ionevrAvs_/.ith
the assistance of the Respondents. The“Petthoner‘novv"applieé io sét aside the
Royalty Sharing Agreement on the basls that there was a lack of obmplianée with
the provisions of fhe Company Act, R.S.B.C. 1996, c. 62, dealing with transactions

in which directors have an interest.

[2]  The Petitionaer was incorporated in 1997. its founding. directors were the
Respondent, Kevin James and David Austin. The Respondent, David Fawcett, was
its President, and became the third director in 1999. The Petitioner is a publicly
traded company and it was Initially intended that the Petitioner would raise public

equity funds to finance the exploration and development of a coal property known as

‘Belcourt, Mr. Fawcett had acquired the coal licence for the Belcourt property and

had transferred It to a company which became a wholly owned subsidiary of the
Petitioner. Public funds were raised for the purpose of exploring the Belcourt
property, but it was ultimately determined that a mine on the property would not be

economically viable.

[3] (n late 1998, Mr. James and Mr. Fawcett began looking for other properties
having potential for development as coal mines. At the time and during the foliowing
1 1/2 year period, the coal industry In British Columbia was depressed as a result of

lovs) coal prices. Established mining companies were declining to renew coal

03/21/08 TUE 16:06 ([TX/RX NO 8040]
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Western Canadian Coal Corp. v. Fawcett : Page 3

licences which they held. The Petitioner did not have funds of any significance that
had not been dedicated to the Belcourt property. The Petitioner made inquiries
about the prospect of raising funds by way of a public offering, but there was little or

no investor appetite for coal exploration or development during this period.

[4)  InJanuary 198€, Mr. James and Mr. Fawcett each paid $6,000 from their
personal funds to acquire, in the name of Mr. James, the coal licences for a property
known as Bumt River. 1t was decided by the Petitioner’s three directors that the
Petitioner woqld attempt to develop the Bumt River property and the licences were
transferred from Mr. James to the Petitioner's subsldiary. Around that time

Mr. James was paid the sum of $22,758,43, which included reimbursement of the

'$12,000 paid by Mr. James and Mr. Fawcett for the coal licences.

[5] " In November 1999, Mr. James and Mr. Fawcett identified a property known as
West Brazion to be a potentlally desirable acquisition. They acquired the coal

licences for the property in the name of Mr. James' wife by using $13,000 of their

personal funds In order to tle up the licences pending discussion among the

Petitioner's directors as to whether the Petitioner wanted to acquire the licences.
While those discussions were ongoing, Mr. James and Mr. Fawcett identified three
other promising properiies known as Mt. Spieker, Perry Creek and Hernmann, and

collectively called the Wolverine Group.

[6]  The Petitioner's directors were deslrous of utllizing funds of third parties to
acquire the coal licences for the Wolverine Group properties. A business associate

of Mr. Austin, the Respondent, Mark Gibson, indicated a willingness to provide up to

03/21/06 TUE 18:06 [TX/RX NO 8040}
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$35,000 for that purpose. It was ultimately agreed between the Petitioner and Mr.
Glbson that he would provide the sum of $20,000 for the purpose of enabling the .

Petitioner to acquire the licence for the Mt. Spieker property.

[7]  The Petitioner and Mr. Gibson entered into an agreement dated as of January

28, 2000 (the "Gibson Agreement”), which contained: the following. provisions:

(a) the $20,000 advance was characterized as a loan, which was

repayable on January 31, 2002;

(b) Mr. Gibson had the option of converting the loan into a 20% working

interest In the Mt. Spieker property;

{c) Mr. Gibson was to be pald a royalty equal to $0.25 per product tonne
on the first 2.5 million tonnes of product sold from the Mt. Spieker

property; and

(d) the royalty right could be bought out by the Petitioner prior to a
production decision on the basls of production of 500,000 tonnes a '

year for five years and a discount of 10%.

[8] Discusslons continued with respect to the acquisttion of the licences for the
West Brazion property by the Petitioner. It is agreed in or about February 2000 that
the Petitioner would have the option of acquiring the licences from Messrs. James
and Fawcett in exchange for reimbursing their acqulsition costs pius the payment of
a 1% royalty on the selling price of all coal produced from the West B.rézior; property.,

The Petitioner disputes this agreement on the basis that the consent resolution

03/21/06 TUE 16:06 [TX/RX NO 8040]
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docdmenting the agreement Is not contained in the Petitioner's minute book, but
nothing turns on it other than to provide a possible explanation of the genesis of a
1% royalty. The preponderance of the evidence is that it was Mr. Austin who was

the one who suggested the amount of a 1% royaity.

[9]° Italso became known In February 2000 that the previous holder.of the ,
ficences for the other two properties in the Wolverine Grﬂup, the Perry Creek and
the Hermann properties, had not renewed the licences. The Iic;ences could be
obtained at a cost of $30,000. Funds were raquired in this regard and Mr. Gibson
indicated a willingness to advance a further sum of $10,000. Around the same time,
Mr. Gibson raised a concem about his royalty being restricted to one property
because he had no control over the order in which the various properties would be
developed. Mr. Gibson suggested that there should be a pooling of the contributions

of himself, Mr. Fawcett and Mr. James in respect of the various licences in exchange

for a collective royalty.

[10] Negotiations ensued between Mr. Gibson, Mr. Fawcett, Mr. James and Mr.

Austin. Mr. Austin has deposed that he participated in the negotiations as the
disinterested dirsctor of the Petitioner and discussed the matter with the Petitioner's
solicitors, Deviin Jensen. It was orally agreed that in addition to the further $10,000
funding by Mr. Gibson, Mr. Fawcett'would prbvlde the additional $20,000 required to
pay for the Perry Creek and Hermann licencas. It was also agreed that a réyalty of
1% of the price of coal produced from the Wést Brazion, Mt. Spleker and other
Wolverine Group properties would be paid by the Petitioner to Messrs. James,

Gibson and Fawcett In proportion to their respective advances to acquira the

03721708 TUE 16:08 [TX/RX NO 8040}
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licences for these propertles as'well as the Bumt River property, plus an additional
$5,000 credited to Mr. James as compensation for the research and assessment

work he had done on the Wolverine Group properties.

[11] The evidence indicates that this oral agreément was reached in February
2000, before Mr. Gibson advanced his further $10,000. The applications to.acquire. ..
the Perry Creek and Hermann licences were made by Mr. James'in February, March

and April, 2000.

[12] There is some doubt on the evidence whether the oral agreement had
included the payment of a royalty from the coal produced from the Bumt RiVer
property. At some point Mr. -Fawqett prepared a one page document sgmmari;ing
the businés;s terms of the oral agreement (Whlch did not include a royalty In respebt
of the Bumnt River property). Mr. Fawcett cannot recall with certainty when he
prepared this document but he beliaves that he prepared t around the time of thé

oral agreement.

[13] O©OnJune 15, 2000 Mr. Fawcett faxed the one page document to Deviin
Jensen and requested the firm to prepare a formal agreement. Mr. Fawcett cannot
recall the reason for the delay, but he believes that a need for formal documentation

was Identified during the preparation of the Petitioner's audited financial statements

in the spring of 2000.

[14] Deviin Jensen prepared the Royalty Sharing Agreement and consent

resolutions of the Petitioner's three directors approving the Royalty Sharing

03/21/06 TUE 16:06 [TX/RX NO 8040}
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Agreement. The parties to the Royalty Sharing Agreement were the Petitioner and

Messrs. Fawcett, James and Gibson. Its relevant provisions included the following:

WHEREAS:

A.

1.1

The company has made application for and expects to become
the beneficial owner of 100% interest in and to certain coal
interests in the West Brazion; Bumt River, Wolverine and Mount
Spleker properties set out in Schedule "A" (collectively, the
“Properties”); '

Each of the Investors have assisted the Company In acquiring
and maintalning the Propertles; and

The company wishes to pay a royalty to the Investors for the
Investors' contrbutions on the terms and conditions herein
contained.

INVESTMENT
Each of the Investors represent and warrant to the Company

that they have advanced funds to the Company for the
Propetties as follows:

Investor Amount
Fawcett $32,500
James $17,500
Gibson $30,000
CONSIDERATION -

As consideration for advancing the funds, the Company will pay
a royalty (the "Royalty”) of one percent (1%) of the price (FOBT
at Port) for all product tonnes produced from the West Brazion,
Mount Spleker and Wolverine coal properties on a quarterly
basis to the Investors as set out In Schedule "2.1” attached
hereto and forming a material part hereof.

REPAYMENT OF FUNDS

Within two years from the date of this Agreement, or upon the
Comparny receiving adequate financing, to be reasonably

determined by the Company, whichever date is earlier, the

03/21/06 TUE 16:08 [TX/RX NO 8040)
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Company will pay back to the Investors all funds advanced by
the Investors for the West Brazion, Wolverine and Mount

Spileker propetties.

6.2 The funds advanced for the Bumt River property have been
repald.

Schedule 2.1:

The Royalty will be divided among the partlesfgs follows:

David Fawcett: 40.6%
Kevin James: 21.9%
Mark Gibson: 37.5%

[15] The consent resolutions were dated as of March 31, 2000 and were signed by
the Petitioner’s three directors, including Messrs. Fawcett and James. The recitals
of the resolutions stated that Messrs. Fawcett and James declared their interests in
the transactions contemplated by the resoiutions and abstalned from voting on them,
their signatures being provided only to comply with s. 125(3) éf the'Cgmpany Act,
The consent resolutions authorized the Petitioner to enter into an agreement
“whereby it would agree to pay a 1% royalty on all coal product produced from the
West Brazlon, Wolverine and Mt. Spieker properties as consideration for Messrs.

James, Fawecett and Gibson having advanced funds to acquire and maintaln these

properties.

[16] In the spring of 2000, Mr. Austin was able to make arrangements for private
placement ﬁnanbing to assist the Petlitioner In pursuing the exploration of its
praperties. Although the evidence Is not entirely cleair in this regard, it appears that
it was a requirement of the private placement that the indebtedness owlng to

Messrs. Fawcett, James and Glbson be removed from the Petitioner's balance

03721706 TUE 16:17 [TX/RX NO 8042}
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sheel. Arrangements were made to héve this oceur in July 2000 by way of the
issuance of sharesAln the capltal of the Petitioner to Messrs. Fawcett, James and
Gibson on the basls of a price of $0.30 per share. This substitution of shares for
indebtedness did not include the sum of $13,000 advanced by Messrs. Fawcett and
James in respect of the West Brazion Ilcences which was not paid untJI May 2001
when the Petitioner exercised its op’uon to aoqulre those Ilcences from Messts.

Fawcett and James.

[17] A question regarding the validity of the Royalty Sharing Agreement was
raised within the Petitioner in July 2001. No steps to challenge it were taken at that
time. In 2003, the Petitioner requested another law firm to consider whether the

entering into of the Royalty Sharing Agreement was in compliance with the

" applicable securities regulatory policies. The faw firm wrote a letter expressing the

view that the policies of the Canadian Venturs Exchange required the Exchange to
accept the Royalty Sharing'/\greement forfiling and that it was likely the Exchange
would réquire the Royalty Sharing Agreement to be approved by the Petitioner's
shareholders.. Deviin Jensen then requested the Exchange to accept the Royalty
Sharing Agreement for filing but, despite an indication from the Exchange that there
would not be a problem with ap;;roving it, the Petltioner instructed Devlin Jensen to

withdraw the request,

(18] The matter lay in zibeyance until early 2005 when Mr. Fawcett requested the
Petitioner to consent to an assignment of one-half of his share of the royalty under

the Royalty Sharing Agreement to a third party. After considering the fequest in
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March 2005, the then directors of the Petitloner decided to Instruct counsel to apply

to court to have the Royalty Sharing Agreement set aside.

[19] The fortunes of the B.C. coal industry and, the Petitioners fortunes in
particular, have Improved dramatically in the past five yéars. | gather that the Bumt
River property, which is nat subject to the royalty pursuant to the_quaHy Shatring-
Agreement, is now in production. Construction is underway at the Wolverine Group
propetties and the Petitioner evstimates that It will produce 2.4 million tonnes of coal
for the year commencing October 1, 20086, | infer from the affidavit evidence that the

price of coal is currently in the range of $100 per tonne.

[20] The issues that were raised by counsel's submisslons on this application are

as follows:

(@)  was there a lack of compliance with the provisions of the Company

Act dealing with transactions in which directors have an interest?

(b)  Ifthere was a lack of compliance, was there an irregularity which the
court should correct pursuant to s. 229(1) of the Business

Corporations Act, S.B.C. 2002, ¢c. 577

Y

(c) if there was a lack of compllance which is not rectified, was the Royalty -

Sharing Agreement unfair or unreasonable to the Petitioner? and

(d) I the pre-conditions set out in s. 150 of the Business Corporations

Act have been satisfied, should the court exercise its discretion to set
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aslde the Royalty Sharing Agreement or grant other relief to the

Petltioner?

[21] | have made reference to both the Company Act and the Business
Corporatioﬁs Act. The Business Corporations Act came into force on .March 29,
2004, replacing the' Coimpany Act. ltis necessary to look to the Company Actin
order to determine whethér there was compliance with the legislation in force at the
time the parties entered into the Royalty Sharing Agreement. If there was a lack of
compliancs, it is necessary to look to the Business Corporations; Actto determine
the consequencss, if any, of the non-compliance. The provision of the Business
Corporations Act dealing with the consequences of non-compliance is similar, but

not identical, to the corresponding provision in the Company Act.

[22] " 1 will set out the relevant legislative provisions. The first three subsections of

s. 120 of the Company Act read as follows:

(1)  Every director of a company who, in any way, directly or .
indirectly, is Interested In a proposed contract or transaction with the
company must disclose the nature and extent of the director's interest
at a meeting of the directors. .

(2) The disclosure required by subsection (1) must be made

(a) at the meeting at which a proposed contract or
transaction is first considered,

(b)  If the director was not, at the time of the meeting referred
1o In paragraph (a), Interested In a proposed contract or
transaction, at the first meeting after the director
becomes Interested, or

(c) at the first meeting after the relevant facts come to the
director's knowledge.
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(23]

- (3)  For the purpose of this section, a general notice In writing given

by a director of a company to.the other directors of the company to the
effect that the director is a member, director or officer of a specified
comporation, or that the director Is a patrtner in, or owner of, a specified
firm, and that the director has an interest In a specified comoration or
firm, is a sufficlent disclosure of Interest to comply with this section.

Section 121(1) provided, in part, as follows:
(1)  Everydirector referred to in section 120. ('1:)- must accourt to théf
company for any profit made as a consequence of the company

entering into or performing the proposed contract or transaction, unless

(ga)  heorshe discloses Hls or her interest as required by
section 120,

(b)  after his or her disclosure the proposed contract or
transaction is approved by the directors, and

(c)  he or she abstains from voting on the approval of the
proposed contract or transaction...

Section 121(1) also provided an exception to the requirement to account for profit if

the contract or transaction was approved by a speclal resolution of the shareholders,

but there was no such resolution in this case.

[24]

Subsections (1) and (3) of s. 125 provided as follows:

(1)  Aresolution of the directors or of any committee of thermn may
not be passed without a meeting, except as pammitted by
subsection (3).

(3) Unless the articles provide otherwise, a resolution of the
directors ... may be passed without a meeting If all the directors
... consent to the resolution In writing and the consent is filed
with the minutes of proceedings of the directors. .. '

[25] The Business Corporations Act uses the expression “disclosable Interest”

and it incorporates the requirements of the predecessor legislation. Section 148

imposes an obligation on directors and senior officers to account to the company for
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any profit resulting from a contract or transaction in which they hold a disclosable
interest unless there is compliance with the requirements of the section. Section

150(2) provides as follows:

(2)  Unless a contract or transaction in which a director or senior
officer has a disclosable interest has been approved in
accordance with section 148 (2), the court may, on an,
application by the company or by a dlrector,.senior officer,
shareholder, or beneficlal owner of shares of the company,
make on= or more of the following orders if the court determines

" that the contract or transaction was not fair and reasonable to
the company:

()  enjoin the company from entering into the proposéd
cantract or transaction;

(b)  order that the director or senior officer is liable to account
for any profit that accrues to the director or senlor officer
under or as a result of the contract or transaction;

(c) make any other order that the court cansiders
appropriate,

[26] Subsections (1) and (2) of s. 229 of the Business Corporations Act reads in

part, as follows:

1) In this section, "corporate mistake” means an omission, defect,
error or irregularity that has occurred in the canduct of the
business or affairs of a company as a result of which

(c) . proceedings ator in connection with any of the following
have been rendered Ineffective:

() a meeting of shareholders;

17y a meeting of the directors or of a commilttee of
directors;

(i)  any assembly purporting to be & meeting referred
to In subparagraph (i) or (i), or
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(d)  aconsent resolution or records purporting to be a
consent resolution have been rendered ineffective.

(2)  Despite any other provision of this Act, the court, either on its
own motion or on the application of any interested person, may
make an order to correct or cause to be comrected, to negative
or to modify or cause to be modified the consequences in law of
a comporate mistake or to validate any act, matter or thing
rendered or alleged to have been rendered invalid by or as a

result of the corporate mistake, and may give anciliary or
consequential directlons It conslders necessary.

[27]  In preparing the consent resolutions in question, Devlin Jensen apparently
believed that there could be compliance with s. 120 of the Company Act by way of
a consent resolution signed by the directors having an interest in the contract or
transaction only for the purposes of meeting the criteria of a consent resolution as
set out in s. 125(3) of the Gompany Act. In my oplnicn, Devlin Jensen was

mistaken in its belief.

[28] Section 120 Is clear that the disclosure of a director's interest in a proposed
contract or transaction must be made at a meeting of directors unless it is given by a
notice in writing under s-s. (3). Inthe present case, disclosure by Messrs. Fawcett -

and James was not made at a meeting of directors or by a notice under s-s. (3).

[29] In addltion, é resolution of the directors must be passed at & meqting of the
direcfors unless it is a consent resolution under s. 125(3). "I;here can only be a
consent resolution if all directors consent to the resolutlon. If the directors having an
interest In the proposed contract or transaction consent to the resolution, they

cannot be considered to have abstained from voting. In my view, it is not possible to

03/21/06 TUE 16:17 [TX/RX NO 8042]



War-21-06

. /Fx
05:34om  From-J [4 T-T37  P.020/03t  F-228

Western Canadian Coal Corp. v. Fawcetft Page 15

consent to a resolution under s. 125(3) while at the same time purporting to abstain

from voting for the purpose of s. 121(1).

[30] There are only two ways for directors {o pass a resolution. The first way is for
a majority of directors present at a meeting having a quorum to vote in favour of the
resolution. The second way is for all of the directors to.consent to the resolution. By
consenting to the resolution, all of the directors are effectively voting In favour of the
resolution and it is not necessary to put the resolution to a vote at a directors
meeting. [f, however, some of the directors are abstaining from voting, the
resolution can only be passed at a meeting ofdireétors. A consent resolution cannot
be passed in that clrcumstance because not all of the directors of the company can

signify their approval of the resolution by consenting to it.

[31] I disagree with the submission of counsel for Mr. Gibson that it is possible to
have a consent resolution under s. 125(3) in a clrcumstance where one or more
directérs may abstain or dissent. Subsection (3) of s. 125 does not merely require
that all of the directors consent to the resolution being in writing. Ali of the directors

must also consent to the resolution itself.

[32] Ialso disagree with the sﬁbmission of counsel for Mr. Fawcett that it was not
necessary to have a meeting of the directors of the Petitioner. It may be that a
director may not be required to disclose his or her Interest in a proposed contract or
transaction at a meeting of directors if a notice has been given under s. 120(3) or if
full disclosure was made prior to the approVal of the proposed contract or transaction

(see Brian Mountford & Associates Ltd. v. Lucero Resource Corp., (19911 B.C.J.
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No. 194 (Q.L.) (S.C.)). However, a meeting is required for the directors to approve
the proposed contract or transaction because the directors having an Interest in the
matter are required to abstain from voting and cannot participate in a consent

resolution.

[33] The essence of the submissians made By the Respondents’ counsel is that .
there was substantial oomplianée with the requirements of sections 120 'énd 121 of
the Company Act, or, in other words, there was compliance with the spirit of those
proVisions. Counsel say that such compliance should be sufficient. While | accept
that there was compliance with the spirit of sections 120 and 121, | do not agree {hat

it is sufficient.

[34] As was observed by Madam Justice Ryan Iin Rhyolite Resourses Inc. v.
CaﬁQuest Resource Corporation, (1990) 50 B.L.R. 275 (B.C.S.C.), the common
faw provided that a diréctor could not obtain a profit from a transaction with the
company In which he or she had an interest unless the shareholders approved of the
transaction after belng informed of all material facts. Madam Justice Ryan went on
to hold that the predecessors to sections 120, 121 and 122 of the Company Act
superseded the common law. As a result, in rhy view, a director who sought the
protection of sections 120 and 121 had vto fully comply with the requirements of
those sections. This conclusion is reinforced by the mandatory language of those
sactions. Section 120 set out a mandatory requirement of disclosure in a particutar
manner and s. 121 provided that a director must account for any profit unless there

had been compliance with one of two specific procedures.
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[35] Counsel for Mr. Gibson made the submission that the court should correct

any technical non-compliance pursuant to its powers under s. 229 of the Business

' Corporations Act. Inmy view, tho.se powers are not open‘to the court In these

circumstances. [n order for there to be a “corporate mistake™ capable of correction,
there must in the context of this case be an omis;lon, d_efect, error or Irregularity
which results in eithe;': (a) proceedings. af a meetiﬁg of the directors being re’nde_:red
ineffective, or (b) a consent resolution or records purporting to be a consent
resolution being réndered inéffective. in this case, there was no meeting of the
directors and the consent resolution was not rendered ineffective by an omission,
defect, errar or irregularity. In the fatter regard, the consent resolution was not
ineffective as a consent resolution but, rather, it simply did not satisfy the
requirements of clauses (b) and (c) of s. 121 of the Company Act. Section 229 of
the Business Corporations Act does not give the court the ability to rectify non-

compliance with s. 121 of the Company Act.

[36] | conclude that there was a lack of cbmpliance with the requirements of
sections 120 and 121 of the Company Act in respect of the Royalty Sharing
Agreement and that the court does not have the abllity to rectify the non-compliance.

Hence, it is necessary to consider s. 150 of the Business Corporations Act.

[37] Unders. 160(2), it is first necessary to determine whether the contract in
question was not falr and reasonable to the company. Although this point was not
raised by any of the Respondents, a literal interpretation of the wording of s. 150(2)
suggests that the threshold is for the court to determine that the contract was both

unfair and unreasonable to the company. [t is my view, which | assume is shared by
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counsel for the Respondents, that the word "énd" In the phrase "fair and reasonable"
in 5. 150(2) must be cons'trued disjunctively. | say this because the same phrase is
used in s. 150(1), which allows the court to order that a director or officer is not liable -
to account for profit if it determines that the contract or transaction was fair and
reasonable to the company. It would not make sense for a court to be able to
decline to. make an orde-r under's. 150(1 ) that a director is not liable to account for
profit on the basls that it determined the contract or transaction was elther unfair or
unreasonable to a company, but to be unable to make an order under s. 150(2) that
a director is liable to account for profit unless the contract or transaction was

determined to be both »unfair and unreasonable.

[38] There is similarly no dispute between counsel tHat the faimess and
reasonableness of a contract or transaction must be assessed from both a
procedural and substantive perspective: see UPM-Kymmene Corp. v. UPM-
Kymmene Miramichi Inc. (2002), 27 B.L.R. (3d) 563 (Ont. S.C.J.). Thereis a
dispute between counsel, however, whether in addition to being procedurally fair, the
contract or transaction must simply be substantively reasonable or mustibe both
substantively falr and reasonable. In my opinion, this is a matter of seﬁanticé
without any practical wnsequeﬁce in this case. If the Royalty Sharing Agreement is
substantively reasonable, | have difficulty conceiving how it could be found to be |

substantively unfair.

[39] In my opinion, the entering Into of the Royalty Sharing Agreement was
procedurally fair to the Petitioner. The Agreement was negotiated with Mr. Austin,

the director who had no interest in it. He was In communication with the Petitioner's
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solicitors with respec.t to the transaction. Mr. Austin was fully aware of the nature
and extent of the interests of Messrs, Fawcett and James in the Agreement.
Although the oral agreement was reached In a relatively short period of time, this
was necessary In order 10 acquire the expired licences ‘for the Perry Creek and
Hermann properties. There was no undue Haste In documenting the oral
agreement. 'Messrs. Fawcett and James left it ér_ntireiy In the hands of the
Petitioner's solicitors fo prepare the Royalty Sharing Agreement and to take any

other appropriate steps.

[40] Counsel for the Petitioner relles on five matters to argue that there was an
absence of procedural faimess. The evidence does not support his first and second
contentions that there was no arm's length negotiation of the Royalty Sharing

Agreement and that the Peﬁtloher did not receive independent advice.

[41] His third and fourth points are that the Respondents chose not to sub'mit the
Royalty Sharing Agreement to the shareholders of the Petitioner or to the Canadian
Venture Exchange for approval. However, there is no legal requirement for approval
by the shareholders or the Exchange, and there Is no evidence that Devlin Jensen
advised that It would have been necessary or advisable o obtain approval of the
shareholders or the Exchange. In addition, he obligation to obtain approval from the
Exchange was a condition of the Petitioner's listing agreement with the Exchange,
and the obligation to cbtain the approval lay with the Petitioner, not the
Respondents. Furthe:, the evidence indicates that the Ex.change would likely have

approved the Agreement without the requirement of obtaining shareholder approval.
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[42] - The fifth point made by counsel for the Petitioner is that there was no
independent apinlon as to the falmess or the value of the Agreement. In the
clrcumstances at the time, where the Petitioner had little in the way of financial
resources and an independent director had negotiated the Agreement, it was not
incumbent, in my view, to obtain an independent valuation. In addition, the, valué of
the royalty was so speculative that it was probably ihcapable of a proper valuation at
any reasonable cost. lndeed.' 1 find it interesting that the Petitioner suggests that
there should have been an independent valuation at a time when the Petitianer did
not have aQailable financial resources while, on this application to set the Agreement
aslde, the Petitioner, having considerably ﬁore»ﬂnancial resources than tt did in

2000, has not seen fit to place an independent valuation before the court.

[43] . 1 am also satisfied that the Royalty Sharing Agreement was substantively fair
and reasonable to the Peﬁﬂoner. The substantive falmess and reasonableness of
the Royalty Sharing Agreement must bé assessed at the time the parties reached
their agreement. It Is not appropriate to assess the substantive faimess and
reasonableness of the /\gr’eem'ent on the basis of subsequent events. The
Petitioner has not put any evidence before the court to demonstrate any subétantive
unfalmess or unreasonableness, and relies primarily on events which have occurred

since the parties reached thelir agreement.

[44] Counsel are not In agreement regarding the party bearing the onus of proof
under s. 160(2) of the Business Corporations Act. |tend to agree with the position
of counsel for the Petitioner that the onus lay with the Respondents but | need not

decide the point because the Respondents have proved that the Royalty Sharing

03721706 TUE 18:17 [TX/RX NO 8042)



“War-21-06

/38

05:37pm  From-J . 4 T-737  P.026/031 F-228

Western Canadian Coal Corp. v. Fawcetft " Page 21

Agreement was substantively fair and reasonable to the Petitioner by providing the
opiniohs of two experts. The first expe& is Mr. Wetherup, a geologist and
exploration manager in the mining industry. He opined that the arrangement
comprised in the Agresment was conslstent with Ca‘nadian mining industry practice,
both from an economic perspective and from the persp,edtive of the structure of the
transactions. He also deposed that the érﬁcz)unt"c‘)'f foyai{y-dnder the Agreement s in
the low range of royalty payments for simlliar transactions in the Canadian mining

Industry.

[45] The second expertis Mr. Gordon, a corporate finance consultant, who held
various positions with the Vancouver Stock Exchange and Canadian Venture
Exchange. He opined that the transaction would have been considered within the
norms of practice In the resource development industry in Canada. He polnted out
that, although such royalty arangements may ultimately prove to be very lucrative to
the royalty holders in the relatively rare cases such as the present one where the
company is able to develop or p'roduce a mine, they are considered fair by the
Exchange because of the contingent nature of the payment obligation and tﬁe fact
that the transaction enables .the shareholders of the company to particlpate in the

value generated by development of the resource.

[46] The Petitioner cid not challenge the opinions of Messrs. Wetherup and
Gordon by cross-examining them or introduclng contrary opinions. Much of the
Petitioner's argument on this issue was based on events which took place after the
parties reached thelr agreement. For example, counsel for the Petitioner relies on

the fact that most of ths monles advanced by the Respondents were repald by July
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2000 when shares were issued to the Respondents for all but $13,000 of the
advances. Counsel also relies on the fact that the Wolverine properties now appear
likely to generate a royalty in the millions of dollars while ignoring the highly

speculative nature of the transaction in 2000.

[47] Similarly, counsel for the Petitionér relies on ﬁ_he fact that it now appears that
the return on the Respondents’ Investments will exceed the criminal raie c;f interést |
under s. 347 of the Criminal Code. The Petitioner has filed an expert opinion of an
actuary, Mr. Karp, that a payment of $432,000 to the Respondents on Januaty 1,
2007, would constitute a return in excess of 60% per annum and points to the fact
that it is anticipated that a royalty payment in the range of $600,000 will become due
under the Royalty Sharing Agreement on January 1, 2007. | am not persuaded by
this submission for two reasons. First, the Royalty Sharing Agreement itself does

not provide for payment of a retum in excess of 60% per annum and s. 347 will only

" become engaged when and if interest in excess of 60% per annum is paid. If that

occurs, the Petltioner will then be entitled to pufsue a remedy to limit the payments
which It Is abliged to make under the Agreement. Second, it is not clear from the
evidence that the royalty payments will constitute interest within the meaning of s.
347. While it does appear that some of the advances were in the form of loans to
the Petitioner, It also appears that some of the advances were made by Messrs.

Fawcett and James to inttially acquire the licences in thelr own names.

[48] Counsel for the Petitioner also asserted that the Royalty Sharing Agreement
was based on inflated contributions. In this regard, counsel points to the fact that

Messrs. Fawcett and James had already been reimbursed for their $12,000
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contribution to acquire the Burnt Rliver licences and the fact that there was no
notation in the Petitioner's financial records of $5,000 belng due to Mr. James for his
work in connection with the Wolverine Group properties. Altthough there was some

confusion in the earlier stages of this proceeding resulting from faded memories, |

am satisfied that there was no uncertalnty with respect to the contn'buﬂons made by

the Resppndents at the time the Royalty Sharing Agreement'was-en’tered into. ltis
apparent from the definition of the term “Properties” in the Agreement and the
wording of paragraphs 6.1 and 6.2 6f the Agreement that it was recognized at the
time that Messrs. Fawcett and James had previously been relrﬁbumed for their
contribution to the Bumt River licences. The fact that the amount of $5,000 was not
noted in the Petitioner’s financial records does not mean that the work was not done
or that the Petitioner was misled. The one page document prepared by Mr. Fawcett
set oﬁt the business terms of the oral agreement (which was signed by Mr. Austin)
reflected that $5,000 was belng credited to Mr. James for his work In connectibn.with

the Wolverine Group properties.

[49] The last of the submissions made by thé Pstitioner's counsel on this issue is
that'the Royalty Sharing Agreement was substantively unfair and unreasonable to
the Petitioner because it was more lucrative than the royalty arrangement contained
in ihe Gibson Agreement, which was superceded by the Royalty Sharihg

Agreement. Counsel relies essenﬁa_lly on the facts that the Gibson Agreement had a

buyout provislon, and that there was a maximum or a cap on the royalty under the
Gibson Agreement in the amount of $625,000. However, this submission ignores

the aspect of the Glbson Agreement entitling Mr. Gibson to convert the loan into a
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20% working Interest In the Mt. Spieker property. There is Insufficient evidence
before the court to enable me to properly compare the Gibson Agreement with the
Rbyalty Sharing Agreement. In addition, while it may be that the Glbsoﬁ Agreement
Is more advantageous.to the Petitioner than the Royalty Sharing Agreement, it does
not necessarily follow that the Royalty Sharing Agreement was substantively unfair

or unreasonabile to the Petitioner.

[50] As | have not determined that the Royalty Sharing Agreement was not fair

and reasonable to the Petitioner, there Is no basis for me to make an order under s.
150(2) of the Business Corporations Act. | add, however, that if | had concluded
that the Royalty Sharing Agreement was unfair or unreasonable to the Petitioner, |
would have declined to exercise my discretion under s. 150(2) in favqur of the

Petitioner for a combination of the following reasons:

1. Although | have concluded that there must have been technical
complianpe with the provisions of sections 120 and 121 of the
Company Act, | am satisfied that the only reason there was not

| technical compliance was the fault of the Petitioner’s solicitors and that
no fault lay with the Respondents. | have no doubt whatsoever that
Mr. Austin had full knowledge of the nature and extent of the interest of
Messrs. Fawcett and James in the Royalty SHan‘ng Agreement and
that, if Devlin Jensen had glven the advice that a meeting of directors
was required to properly approve the Royalty Sharing Agreement, such
a meeting would have taken placé and the approval would have beerj

given by Mr. Austin with Messrs. Fawcett and James disclosing their
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interest and abstaining from the vote. If such a meetiﬁg had taken
place, the Petitioner could not have applied to set aside the Royalty
Sharing Agreement under s. 153(2) of the Business Corporations
Acteven if it had been anair or unreasonable. 1t would be inequitable,
in my view, to allow the Petitionzr to benefit from the mistake of Ilts own

solicitors.

2, The remedies sought by the Petitioner I_s to set aside the royalty aspect
of the Royalty Sharing Agreement or, in the alternative, to have
Messrs. Fawcett and James account for thelr profit. If | had
determined that the Royalty Sharing Agreement was not fair and
reasonable to the Petitioner, the orderwhich | would have made in the
circumstances of this case Is an order that the Royalty Sharing
Agreement be set aside to the extent that it was substantively unfair or
unreasonable. In other words, 1 would have permitted the Royalty
Sharing Agreement to stand to the extent that it was fair and
reasonable. However, the Petitioner chose not to put any evidence
before the court as to what type of agreement would have been fair

and reasonable In the circumstances.

3. An issue regarding the Royalty Sharing Agreement was identified by
the Petitioner in 2001. The Petitioner made the deliberate decision not
to take any steps for a period of four years. The explanation provided
for the delay was that there was no pressing need to resolve the Issue

as production from the properties was still some time away and It
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would have resulted in unnecessary litigation expense. While the
Respondents were not able to polnt to any particular prejudice
résultlng from the delay, there is no doubt that memories have faded
'and Athe Respondents may héve been able to recall information of
assistance tothem if there ﬁad not been a delay. In particular, it is
possible that they may have been able to recall that there was actually
a meeting of directors when the consent resolution relating to the
Royalty Sharing Agreement was signed. |n ralsing this possibility, |
appreciate that not all meetings of persons who are directors of a

company constitute directors meetings.

[61] Forthese reasons, | dismiss the Petition. | make no order as to costs at this

time and reserve the matter of costs to a further hearing if counsel so desire.
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This is Exhibit “D” referred to in Affidavit #27 of
William E. Aziz sworn May 10, 2019 at Toronto,
Ontario.
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ACTION NO. 5070436
VANCOUVER REGISTRY

COURT OF BRITISH COLUMBIA

BETWEEN:
DAVID FAWCETT
PETITIONER
AND:
WESTERN CANADIAN COAL CORP., KEVIN JAMES
and MARK GIBSON
RESPONDENTS
RESPONSE OF KEVIN JAMES
(Hearing of Petition)

The respondent, Kevin James, supports the granting of the relief set out in paragraph (a) of the
petition.

This respondent will rely on s 347 of the Criminal Code, Rule 10 of the Rules of Court and the
inherent jurisdiction of the Court.

This respondent will rely on the following affidavits and other documents:

Affidavits #1 and #2 of David Fawcett swom January 19, 2007 and Apnl 17, 2007,
Affidavits #1 and #2 of Fausto Taddei swomn March 1, 2007 and June 12, 2007,
Affidavit #1 of Kevin James swom May 15, 2008, a copy of which is delivered herewith.

The respondent estimates that the petition will take 2 days to be heard.

Dated: 'S /Ha:’, 200K N e e €
Solicitor for the 1'e59?11dent, KevinJ am@

This Response was prepared by Geoffrey B. Gomery of the firm of Nathanson, Schachter &
Thompson LLP, Bamristers and Solicitors, whose place of business and address for service is
Suite 750 ~ 900 Howe Street, Vancouver, B.C. V6Z 2M4 and whose fax number for delivery is
(604) 684-1598.
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