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SPOONER MINES AND OILS LIMITED

Director’s Report

TO THE SHAREIOLDERS

Your Directors arce pleased to present the Annual
Report of the Company which includes the financial
statements and Auditors” Report for the year ended
June 30, 1974.

MINING
Consolidated Dorham Mines & Resources Limited

During the year, operations continued to show
significant financial and technical improvements. In
May 1974 Consclidated Durham arranged for a line
of eredit in the amount of $1,200,000 with a Canadian
chartered bank. These funds were utilized primarily
to pay off deferred creditors. At the present rate of
production and current antimony prices, it is
anticipated that Consolidated Durham will be debt
frec early in 1975.

Production for the year amounted to 3,733 metric
tons of concentrate grading 65.67% Sb (antimony
contained). Ore reserves in the Hibbard Zone above
the 500 foot horizon and including the lower grade
east extension, currently stand at 155,225 tons grading
4.63 9, antimony. A parallel structure called the Prout
Zone contains an additional 41,259 tons grading
2.42% antimony after allowances for dilution. A
diamond drilling programme is currently underway
to test the Hibbard Zone along strike and at depth.
Initial drilling which is on widely spaced centres has
indicated the persistence of this structure both
east and west of the Hibbard Ore Zone and drilling
to date has indicated an additional 46,695 tons
grading 5.03% cast of the present workings and
above the present fourth level horizon. Drilling is
continuing to depth and along strike in that direction.
During the forthcoming year, additional emphasis is
to be placed on exploration and development work
in an effort to establish further reserves.

Under the Spooner-Consolidated Durham
management agreement, Spooner receives 15% of the
net income from the Durham operations. These
funds which are now being paid have greatly
enhanced the affairs of the Company. In addition,
Spooner holds 390,625 shares of Consolidated
Durham and holds an option on 750,000 shares at
$1.00 per share.

MINING EXPLORATION
Exploration in association with Parnasse Com-
pany, Inc., a wholly-owned subsidiary of La Societe

Minicre et Metallurgique de Penarroya of France,
is continuing on properties optioned from the
Southern Pacific Land Company located in Western
U.S.A. Of significance, the Company together with
Parnasse, has entered into an agreement with Phelps
Dodge Corporation of New York covering claims in
Lander County, Nevada, U.S.A. in which your
Company holds a 259 interest. This agreement
provides that Phelps Dodge may acquire a 51%
interest in the property.

Imperial Oil Enterprises Ltd. (a wholly-owned
subsidiary of Imperial Oil Limited) continues its
exploration programme on a jointly-owned property
in the Hopes Advance Bay area of Northern Quebec.
At this time, Imperial has expended funds in excess
of $470,000 thereby earning a 75% interest in the
property.

The Company continues to hold approximately
146,350 shares of NBU Mines Limited which Com-
pany has a 339 interest in Sturgeon Lake Mines
Limited. Construction and development on the
Sturgeon Lake property, which is jointly owned by
NBU and Falconbridge Copper Limited has now
been completed, and the property is in production.

OIL AND GAS

The Company retains its holdings in the Canadian
Arctic and various arcas of Alberta. The recent price
increase for oil in Alberta has significantly enhanced
revenue from this area.

Options on 153,300 shares of Canada Geothermal
Oil Ltd. have been exercised or abated by the Com-
pany during the past year and the shares subsequently
sold resulted in a net profit of $98,255. The Company
continues to hold options on 152,700 shaies of
Canada Geothermal at $1.03 per share, exercisable
on instalment terms until September 23, 1976.

On behalf of the Board,

V. N. HArBINSON
Chairman of the Board & President

Toronto, Ontario
December 13, 1974






SPOONER MINES AND OILS LIMITED

(Incorporated under the laws of Canada)

Balance Sheet — June 30, 1974

(with comparative figures at June 30, 1973)

ASSETS
Current assets
G T 1 R N N
Accoints receiVable, cou sos et sun Tan i Tt Yeioh Teh SeiE din Senre el o
Marketable securities, at cost (quoted market value, 1974, $7,112; 1973,
oA L0, O N N P o o 3 SO S i () 0 P £ 000 8 o
Deposiisiand prepaid EXpenses oo il nn v a Sina s S LS e e
Deferred accounts receivable
Consolidated Durham Mines & Resources Limited................ eeees
Interest in and advances to other companies (note 1)...........oovviii....
Qil and gas interests (notes 2 and 6)........... s
Other assets and deferred expenditures
Mining claims (notes 3 and 6)....... Lol tetete S ReTeR oot s fo o] e e e netele Capare ot bt
Exploration and administrative expenditures deferred (note 6)....... o
Office equipment and vehicle, at cost less accumulated depreciation. .. ....

LIABILITIES

Current liabilities

Bank advances and loans secured by marketable securitics, shares in another
company and by assignment of accounts receivable..................

Accounts payable and accrued liabilities............oo i il
Ie oy iy Pl o) (S e B e i - TRl S A e B e AR M R e v B

SHAREHOLDERS: EQUITY

Capital stock (note 4)
Authorized—8,500,000 shares without par value
Issued —8,014,788 shares. ... ovviviireti et e it

d B 1Ty | I o e e o e e e

Contingent liabilities (note 9)

Approved by the Board:
V. N. HarBinsoN, Director

F. D. CorMAN, Director

1974 1973

$ 10,197
302,441 § 43,852
8,987 8,987
1,000 5,586
322,625 58,425
| 372,359
513,565 523,867
105,662 148,655
79,000 126,040
312,159 357,691
2,642 4,817
393,801 488,548
$1,335,653  §1,591,854
$ 75000 $ 91,400
151,908 267,484
73,000
226,908 431,884
4,050,059 4,050,059
2,941,314 2,890,089
1,108,745 1,159,970
$1,335,653  $1,591,854







SPOONER MINES AND OILS LIMITED

tatement of Exploration and Administrative Expenditures Deferred

vear ended June 30, 1874

(with comparative figures for 1973)

Exploration 1974 1973
Southern Pacific project—259% interest (note 7)...........coonvinninnnt 3219251 $ 33,262
Western U.S.A. area general project—509; interest..........coovvennnn.. 12,860
QG PIOJECE s vesimarainie rormm simsn sininie Eara S Fie SR Al alals SinE PeisTargiad imaice 205
General exploration. .......cocieieviaeiorceeriesinesinioisvosesanas 10,500 2,764

29,751 49,091

Administrative and general GXpenses. .. .oviieirierriarie ittt 92,130 90,675

Expenditures for the year.....oovvieeaiiairernriantaniiecrieeonnannaaans 121,881 139,766

Balance deferred at beginning of year. .. ...ooviiiiiiiii i 357,691 451,460

479,572 591,226

Deduct amounts written off. . oo v vt ire it e 167,413 233,535

Balance deferred at end D YEat. .. o n Soma oy seisis sl viste syt st it Siiiers ste 5 312,159 $ 357,691

Balance Expenditures Written off Balance
June 30, during during June 30,

SL]H}G_(_}‘_' 1973 year year 1974

Southern Pacific project—259% interest.......... § 292,908 3 19,251 $ 312,159

Western U.S.A. area general project—>50 % interest 58,000 $ 58,000

Sturgcon Lake project—40Y%; interest............ 6,783 6,783

General exploration..........cccoiaan.. R 10,500 10,500

Administrative and general expenses............ 92,130 92,130

' $ 357,691 $ 121,881 $ 167,413 $ 312,159

Statement of Oil and Gas Operations

year ended June 30, 1974

(with comparative figures for 1973)

1974 1973

Sales of ciude o1l andmatoral EAS . s o sise it s B 1enh iwoatieho ot alegiaagera e oo i $ 43,825 S 32,924

Deduct
Royalties fo oo ottt o in wtviimm o sl b S R mta s Sitiat Sk s b ate s s il e 9,028 5,272
Production EXPENSES. « . «e e e rrseesvenssnnasse siion s siss sisesasaassas 13,123 12,537
Administrative EXPENSE. . .cv v e iarrrrrrraaeasnsrrrsassrenneess 2,434 9,322
Depletion of lease costs and development expenditures (note 2)........... 1,545 776
Depreciation of production equipment........ ..ot 1,883 1,933

28,013 29,840
15,812 3,084
Royalties received less depletion of $436 in 1974 and $395in 1973............ 1,950 1,203
Profit from oil and gas Operations. ...vvvr et rennniiai i, $ 17,762 § 4,287







SPOONER MINES AND OILS LIMITED

Statement of Inéome
year ended June 30, 1974

Revenue
Management fees (net) (note 8). ..o $ 16,900
Profit from oil and gas operations. ..., ... ...t 17,762
ik (2 Tor et U L€ g P o 1y I oL T o o P - - 72,896
Income before undernoted 1temMS. .. .. ottt et e $ 107,558
Exploration and administrative expenditures written off. ..................... 167,413
Mining claitns WHEEHIOIE . ... sivivin sons 508 5555 5 saum Siaeie musrs sieiocs bescace sims srsieie s 47,040
Unproduciive oil and gas lease costs, development expenditures and production
equIpment WEen Off. . .o e amns waminscas i 655 Bais Srmm sie amei s tin e 41,542
Loss on sale of equipment............. ... .ooiiiiiiiiiienn... B T § 1,043
257,038
Less profit on sale of marketable SeCUrties. ..ot e e e e e e e 98,255 158,783
E0ss for The year. sl iill . Lo o sins sierets stk siore srie Siarelsnetsms & ers e Sheta s o $- 51,225
088 PETIBNATGE o s v v sl s o S8, 5555 A e S Smiem et eamce 3 0.06
Statement of Deficit
year ended June 30, 1974
(with comparative figures for 1973)
1974 1973
Deficit at begInMINGLORYEar, o et spnlentioler s i S o s Dot F $2,890,089 $2,591,694
Add:
Toss fortheryean i h o s n e MR e s sy e ) 51,225
Exploration and administrative expenditures written off.................. 233,535
Mining claims Written off. . . ... ie i e e e e s e s b e o 24,200
Unproductive oil and gas lease costs, development expenditures and
prodiction 'equipment written off. 5 200 mu . sl in L o e 25,701
Cost of shares written down to nominal value.......................... 19,246
51,225 302,682
Deduct: . 2,941,314 2,894,376
Profit from oil and gas operations. ............c.oviiiiiiiiiiiinnnn... 4,287
Beficitatiendiofiyeati sl mmil e SR Ll n il f i s T $2,941,314 $2,890,089







SPOONER MINES AND OILS LIMITED

Statement of Source and Application of Funds
year ended June 30, 1974

(with comparative figures for 1973)

1974 1973
Source of funds
Income before undernoted items as shown on statement of income........ $ 107,558
Piofit frotm 0il and eas OPETatiONS: o s it as tir s vt S Sl Saisinstelyei $ 4,287
Add depreciation and depletion not requiring current outlay of funds..... 3,864 3,324
111,422 7,611
Issuetofisharesiolicapitali StOCK . s s et Seris vt mamls stave Sives aimeze) siaie sise 99,373
Decrease in deferred accounts receivable reclassified as current assets in 1974 372,359 21,900
Proceeds from sale of shares in other companies...........coovviviiin... 163,662
647,443 128,884
Application of funds
O and FAsTINTETESIS oy s svis fes SEiEwy 20 s e sluere sion Sl SER sems s 2,413 6,474
Interest in and advances to/other COMPANIES. -viuinos = cisie i anmers ssie sialsls s 55,105 10,300
Exploration and administrative expenditures less depreciation of $1,132
(1943, SLO5D) vor i cnmrn oo vanidlinn oo 24 v aomn SR SR ST VB 120,749 138,107
178,267 154,881
Increase (decrease) in working capital position.................. N R 469,176 (25,997)
Workingicapital-deficiency:at beginning of Year. . J:5i cuvavas ses s o saiivan 373,459 347,462
Working capital (deficiency) atend of year........ ... il e 95,787 $ (373,459)

Auditors” Report

To the Shareholders of
Spooner Mines and Qils Limited

We have examined the balance sheet of Spooner Mines and Oils Limited as at
June 30, 1974 and the statements of income, oil and gas operations, exploration and
administrative expenditures deferred, deficit and source and application of funds for
the year then ended. Our examination included a general review of the accounting
procedures and such tests of accounting records and other supporting evidence as we
considered necessary in the circumstances.

In our opinion these financial statements present fairly the financial position of
the company as at June 30, 1974 and the results of its operations and the source and
application of its funds for the year then ended, in accordance with generally accepted
accounting principles applied on a basis consistent with that of the preceding year.

Toronto, Canada TrorNE RippELL & Co.
September 17, 1974 Chartered Accountants







SPOONER MINES AND OILS LIMITED

Notes to Financial Statements — June 30, 1974

. Interest in and advances to other companies
(2) Consolidated Durham Mines & Resources Limited*

390,625 shares at cost (quoted market value at June 30, 1974 — $304, 688)

Shares in Canada Geothermal Oil Ltd.

10,000 shares, At €08, icuuvnoii v ras ivne e svinverens

Shares in NBU Mines Limited

87,480 escrowed SHATES. .. vvveeiiirreensnnnnasiecensns

58.870 shares, at cost (quoted market value at June 30, 1974 - $182,497) }

Shares in New Quebec Mining and Exploration Limited

447,000 shares, at cost less $7,000 forfeited on option to purchase

480,000 escrowed shares, at nominal value

..................

Sharesin and advances to wholly-owned subsidiary companies, at nominal value

Spooner Mines and Oils (Australia) N-L..........oooinonit

Spooner Minerals Inc
Other shares, at cost or less
Advances to other companies

....................................

.................................

.........

1974 1973

$125,000  $125,000

10,300

34 34

366,488 366,488

1 1

1

1

8,586 8,580

13,456 13,456
$513,565  $523,867

#Because of the large number of shares held in Consolidated Durham Mines & Resources Limited, the
amount that may be realized on disposal of these shares may be more or less than the quoted market value.

The company holds an option to purchase additional shares of Consolidated Durham (see note 8).

(b) Under terms of an agreement dated April 5, 1973, the company was granted an option to purchase
306,000 shares of Canada Geothermal Oil Ltd. at $1.03 per share, with a maximum number of shares

to be purchased during each period as follows:

Number of shares

under option

exercised

Number of shares  Balance of shares

under option

and/or abated at June 30, 1974

April 5 to September 23, 1973.............. 92,200
September 24, 1973 to September 23, 1974. .. 92,200
September 24, 1974 to September 23, 1975... 92,200
September 24, 1975 to September 23, 1976. .. 29,400

306,000

92,200
61,100

153,300

31,100
92,200
29,400

152,700

The company exercised its option to purchase 63,500 shares under this agreement to June 30, 1974,
all of which were sold for a net profit of $38,687. In addition, the company abated on its option to
purchase 89,800 shares available under the agreement, for a total consideration of $59,570.

2. Qil and gas interests

(a) Oil and gas leases, at COSt...vuvnvuiriirrnniniaeniananrnennn,
Development expenditures deferred......o.oooviiiiiiianin,
Production equipment, 8t COSt.....ovvieereririinirinaaananes

Less depletion and accumulated depreciation

Royalty interest, at cost less depletion........cooiininininnins
Participation in Arctic Oil exploration, at cost...................

1974 1973

........

$ 41,118 § 59,920
124,711 147,134
81,695 80,257

........

247,524 287,311
194,087 191,317

53,437 95,994
2,969 3,405
49,256 49,256

$105,662  $148,655







SPOONER MINES AND OILS LIMITED

Notes to Financial Statements — June 30, 1974 (continued)

(b) Under letter agreements dated February 10 and 24, 1972 with Yukon Geothermal Co. Ltd. and Canada
Geothermal Oil Ltd. the company and Noble Mines & Oils Ltd., having provided collateral for certain
petroleum and natural gas exploration permits held by Yukon Geothermal and Canada Geothermal
and having arranged equity financing for Canada Geothermal, jointly received a right to a gross over-
riding royalty of 0.3% of all production from the permits covered in the agreement with Yukon
Geothermal and an undivided 314 % working interest in the permits covered in the agreement with
Canada Geothermal.

Where oil and gas reserve figures are available, depletion has been provided on the unit of production
method at rates calculated to amortize the lease costs and development expenditures in the proportion
production bears to estimated reserves of oil and gas. Where reserve figures are not available, amortization
has been determined arbitrarily.

Unproductive oil and gas Icase costs and applicable deferred development expenditures are written off
when it is determined that the lease area is of no further interest to the company.

Mining claims 1974 1973
(a) Ungava Bay, Province of Quebec......covvviianiiiiiiiiniieciinsnnan $ 79,600 $ 79,000

Under an agreement dated December 19, 1969 the company purchased

1,192 claims for $79,000 cash and the vendoris to receive further considera-

tion of 109% of the proceeds to which the company is entitled in the event

the company sells part or all of these claims. Pursuant to an agreement

dated February 1, 1970 Imperial Oil Enterprises Ltd. agreed to undertake

an exploration program on these claims. The company has been notified

by Imperial Oil Enterprises Ltd. that as of June 30, 1974, 1,089 of the

claims have lapsed and that it has spent $477,943 on this exploration

program thereby earning a 759 interest in the joint property.

Spooner is required, at the request of Imperial Oil to pay its proportionate

share of exploration programs in excess of $400,000. Failure to participate

in such expenditures reduces their interest by 1% for each $10,000 of

non-participation until it reaches a minimum of 10%,. The agreement

provides that, under certain circumstances, such abated interest is re-

coverable by Spooner.

To date no such request for payment has been received.
(b) Sturgeon Lake Area, Province of Ontario......cocoevieiariiiiiiiiennnnes 47,040
$ 79,000  $126,040

Capital stock
No shares were issued during the year ended June 30, 1974,

During the year ended June 30, 1973, the company issued shares of its capital stock as follows:

133,500 shares for services rendered........coiiivrinriieciiiriiiiiiiaicirineenss $ 99,373

17,944 shares allotted in April, 1972 for mining claims. ...t an. 19,200

151,444 $118,573
Options

(a) At June 30, 1974 employees held options on 5,000 shares at $1.25 per share expiring on June 24, 1980.







SPOONER MINES AND OILS LIMITED

Notes to Financial Statements — June 30, 1974 (continued)

5.

(b) Under various agreements dated December 18, 1970 and March 30, 1971, the company has, in con-
sideration for services rendered to the company as its fiscal agents during the three years ended
December 31, 1973, granted options on 99,000 shares of its capital stock exercisable as follows:

Number of shares Exercisable at On or before
41,666 $2.05 per share December 31, 1974
28,667 $2.30 per share December 31, 1975
28,667 $2.55 per share December 31, 1976
99,000

Income taxes

The company has costs of oil and gas interests, mining exploration expenditures and depreciation available
for tax purposes in future years in excess of the total of costs and expenditures deferred in the accounts at
June 30, 1974 of approximately $911,000 and loss carry forwards of approximately $166,000 are available
up to 1976 in determining taxable income.

Recovery of costs

At June 30, 1974 exploration expenditures amounting to $312,159 and the cost of participation in oil and
mining exploration projects amounting to $105,662 have been deferred with the intention that they should
be amortized along with the cost of mining claims by charges against income from future oil and mining
operations. The recovery of these costs is dependent, therefore, upon the obtaining of adequate financing
and the development of economic oil and mining operations.

Deferred exploration — Southern Pacific project

In conjunction with a prior joint venture on a 50/50 basis between the company and Noble Mines & Oils
Ltd., an agreement dated April 1, 1970 was entered into between the company and Parnasse Delaware
Company, Inc., an American subsidiary of Societe Miniere et Metallurgique de Penarroya of Paris, France,
for the exploration and development of certain leasehold interests and other adjoining acreage held under
the Southern Pacific project. Parnasse, which is to manage the project, earned a 509 interest in the project
by spending U.S. $80,000 on an exploration program in this area. The company’s interest, together with
the interest of Noble, has been reduced to 50%, in total. To maintain their joint interest, the company and
Noble must pay their 509, share of agreed exploration expenditures in excess of U.S. $80,000.

In the event that the company and Noble elect not to pay their share of these costs, their percentage interest
is reduced accordingly until it reaches 109 in total, at which time such interest is maintained for them
by Parnasse.

Subsequent to June 30, 1974, under an agreement dated July 15, 1974, the company together with Parnasse,
has granted Phelps Dodge Corporation an undivided 51 % interest in certain leases and mining claims held
in the Southern Pacific project in consideration of Phelps Dodge expending $475,000 on exploration work
on the property as follows: “
$ 75,000 on or before July 15, 1975
150,000 on or before July 15, 1976
225,000 on or before July 15, 1977
325,000 on or before July 15, 1978
475,000 on or before July 15, 1979

Upon Phelps Dodge expending $475,000, the company is required to contribute to the cost of further
exploration work in relation to its interest. If the company elects not to contribute its proportionate share







SPOONER MINES AND OILS LIMITED

Notes to Financial Statements—June 30, 1974 (continued)

of such exploration work, its interest in the property may, under certain circumstances, be reduced to a
reserved 334 % non-participating net proceeds royalty, including the 50 %] interest therein of Noble Mines
& Oils Ltd.

This agreement may be terminated by either party upon giving written notice to the other party of its
intention to do so and by the occurrence of certain events as set out in the agreement.

8. Management confract and operations

10.

(2) Under an agreement dated July 8, 1970 respecting the antimony property at Lake George, New
Brunswick, Spooner is to provide:
(i) pre-production management and arrange financing in consideration for an option on 750,000
shares of Consolidated Durham Mines & Resources Limited capital stock at $1.00 per share,
exercisable on or before July 8, 1975.

(i) operating management after the commencement of production at cost plus 15% of net profits,
as defined, from the operations for a period of five years from such date, renewable for a further
five years at Spooner’s option,

(b) During the year the company commenced operations as a mine management company and accordingly
has prepared a statement of income. As a result certain items of income and expense have been
charged or credited to operations which were previously charged or credited directly to deficit.

Contingent liabilities

(2) The company has executed a guarantee for the bank indebtedness of Consolidated Durham Mines &
Resources Limited up to a maximum of $1,200,000. The company has pledged 145,800 shares of NBU
Mines Limited as security for this guarantee. At June 30, 1974, this indebtedness amounted to
$1,094,000 and subsequently has been reduced to $694,000 at September 17, 1974.

(b) An action was commenced in the Supreme Court of Ontario on February 20, 1969 by Ursa Polaris
Developments Corporation against all parties in a syndicate of which the company was a member,
and which sold its assets to Muskox Mines Limited for shares. In the opinion of the company’s counsel,
the action is without merit and the company, as well as the other defendants, is defending the action.
The plaintiff has taken no steps towards trial since September 12, 1969.

The cost of shares of Muskox Mines Limited have been written off.
(c) Actions were commenced in the Supreme Court of Ontario on September 8, 1972 and April 30, 1973

by two former employees of the company. The company is defending both suits and, in the opinion
of the company’s counsel, it has good defences thereto.

Other statutory information 1974 1973

Number of directors......... O SO U L NSO N o . 6 6
Aggregate remuneration of directors as directors. ...........oiiiiiiiiiiia.., Nil Nil
Number ofiofeers T ot e v s s sa s B Bt i) 6 7/
Aggregate remuneration of officers as officers, including consulting fees......... $9,000 $13,500
MNurberiofiafficers whorare also diveetors: i aliadttanss Lm0, e e et s 3 4

Bepreciationiand depletions s = o atin. s b b S N Gt e e $4,996  § 4,983









