BANKENO MINES LIMITED

————

annual report

1977

ROSS LIBRARY
,




BANKENO MI

(Incorporated under

Balance
September

(with comparative figures

ASSETS
1977 1976
CURRENT:
T r e A e R L ot e e e e e 3987 § 1.889
T b L] [ e e T erY 134,480
3,987 136,369
INVESTMENTS:
Panarctic Gnls L id INOte Y e e L 2,776,456 2,776,456
ATVIEENINES: Ftd - (INOIE ) i it i i fanvssisasssnakos i sreersh s sm et ae s Eo s b oie 25,487 25,487
Other (quoted market value 1977 — $6.800; 1976 — $4,040) ......ccecevvvevnnes 8,489 8,489
2,810,432 2,810,432
UL AND G AS IPERMITS, AL COSE L ivesetcivevsssessi oot assomebisstass o sessossstad fatnontvervesiisoess 36,753 36,753
NMININGIEASES 3atmomin Al alel s e S e g R ha o 1 1
DEFERRED EXPENDITURES, at cost (Note 3):
Erploratioftandideveloppient & re o a o R e 254,769 254,769
AT O e P NI T e el St cesseusashasiepes 1,342,391 1.114,016

1,597,160 1,368,785
$4.448.333  $4,352,340

On behalf of the Board:
R. G. BRAWN, Director.

V. K. TRAVIS, Director.

(See accomp

AUDITORS’

To the Shareholders of
Bankeno Mines Limited:

We have examined the balance sheet of Bankeno Mines Limited as at
September 30, 1977 and the statements of deferred administration expenditures and
changes in financial position for the year then ended. Our examination was made in
accordance with generally accepted auditing standards, and accordingly included
such tests and other procedures as we considered necessary in the circumstances.



N-E S LT VeI

he laws of Ontario)

Sheet
30:: F97T

it September 30, 1976)
LIABILITIES

1977 1976
CURRENT:
BN ORI N O ) L e e B e e $1,010,000 $ 750,000
Accounts payable and accrued charges ..o 8,450 10,228
e DRSO e O M DA RIS e e L 406,008 314,880
BayableitorBanaretic:Oils td. L R R I 253,357

1,424,458 1,328,465

SHAREHOLDERS' EQUITY:

Capital —
Authorized:
6.000,000 shares of §1 par value each
Issued and fully paid:
B9 004 shares 2.0k s s s R 4,097,004 4,097,004
Peductidiseonntless premitms ool s s e 34,811 34,811
4,062,193 4,062,193
Deficititunehanged during year)io. oot n S e e e 1,038,318 1,038,318

3,023,875 3,023,875
$4,448333 §4,352,340

nying notes)

EPORT

In our opinion, these financial statements present fairly the financial position of
the company as at September 30, 1977 and the results of its operations and the
changes 1n its financial position for the year then ended in accordance with generally
accepted accounting principles applied on a basis consistent with that of the

preceding year.
M %—h&/
Calgary, Canada, ‘/9 A o —*4"

December 12, 1977. Chartered Accountants



BANKENO MINES LEIMITED

Statement of Deferred Administration Expenditures

YEAR ENDED SEPTEMBER 30, 1977
(with comparative figures for the year ended September 30, 1976)

1977 1976

AdmIms AtV e ees T § 40,000 $ 96,000
S DR AN AT S e e e 143,628 121,045
REcalfandsaud e /., L ormi v S e N e Ll 19,535 15,546
S el (o e oo o e B L e 3,393 3,185
A e et and i sHn e fees: e e e 10,686 6.890

.......................................................................................................................... 551 1,092
B B T R tovesetit rosenis voniamamee e 10,582 13.632
EXPENPITURES FOR Y EAR: i ot T ilu i et et s o b i e Pieie 228,375 257,390
Pesspinterestiearned il haar st s et SN S o e el (14.400)
NET-EXPENDITHURES FORGY BA R i s eties 1 ot el - e o 228,375 242.990
Deduct costs related to gas property sold (Note 6) ........ccccoeveeeiemicirnccccrecnnn, 54,033
IR E ARSI ORI EAR .o o o e o 228,375 188,957
BATTANGEsbegimning ol year i mi i S 1,114,016 925,059
B A AN R e O L A . e e e e s L e $1,342,391 §1,114,016

(See accompanying notes)



BANKENO MINES LIMITED

Statement of Changes in Financial Position

YEAR ENDED SEPTEMBER 30, 1977
(with comparative figures for the year ended September 30, 1976)

1977 1976
SOURCE OF FUNDS:
Proceedstfiamesaleloficas propertyi (INOTCIBIESE_ St o e St 5 400,000
APPLICATION OF FUNDS:
Deferred exploration and development expenditures ............oveveccinnans 4,265
Deferred administration eXpenditures ...........cccoceueirrerenneicsssesceeceinns $ 228,375 242 990

228,375 247,255

INCREASE (DECREASE) IN WORKING CAPITAL DEFICIENCY ......cccoovnuninnirnnninas 228,375 (152,745)
WORKING CAPITAL DEFICIENCY, beginning of Year ..........c.ccceovereeueiacucurcenenncs 1,192,096 1,344,841
WORKING! CARITALIPDEFICGIENCGY. end ol year s e a s i e $1,420471 §1,192,096

(See accompanying notes)
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BANKENO MINES LIMITED

Notes to Financial Statements
SEPTEMBER 30, 1977

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Investments —
Investments are carried in the company’s accounts at cost.

Deferred expenditures —
Exploration and development and administration expenditures are deferred until such time as the
company’s properties are brought into production, abandoned or sold.

INVESTMENT IN PANARCTIC OILS LTD.
1977 1976

B0 e O ON S aTeS - L T e a s ronease s $2,737,623  $2,737,623
23 common shares of Panarctic Oils Operators Ltd. ...l 3 3

2,737,626 2,737,626

Bankeno Mines Limited share of Panarctic Oils Ltd. capital expenditure

e e R R e e e e 6,330 6,330
Value assigned to capital stock of Bankeno Mines Limited issued to Upper

Canada Resources Limited as consideration for guarantee of pay-

ments on initial investment in Panarctic Oils Ltd. .......ccooooiiiiiinn. 32,500 32,500

$2,776,456  $2,776,456

Panarctic Oils Ltd. was formed to explore the oil and gas potential in the Arctic Islands. It is financed
jointly by private enterprise and the Government of Canada.

INVESTMENT IN ARVIK MINES LTD.

Little Cornwallis Island Properties

By agreement dated October 1, 1971, Bankeno obtained 25% of the share capital (750,000 common
shares) of Arvik Mines Ltd. which was incorporated by the company and Cominco Limited to acquire
claims and leases on Little Cornwallis Island and two groups of claims on Cornwallis Island which
Cominco had been exploring under the terms of a 1965 agreement between the companies.

Cominco has undertaken to incur all expenditures it deems necessary on these claims and Bankeno is
not required or entitled to contribute thereto. Under the terms of the agreement Cominco is to assume
responsibility for arranging the required financing and may receive 6% cumulative redeemable
preferred shares for its expenditures. Cominco’s expenditures on the Arvik Mines Ltd. properties to
December 31, 1976 amounted to approximately $7,835,000. Bankeno may similarly receive 6%
cumulative redeemable preferred shares for its expenditures, aggregating $75,000 incurred prior to June
4, 1964.

Distribution of any profits to the Arvik shareholders after repayment of production financing shall be as
follows:

(a) 80% towards payment of dividends (including arrears) on the preferred shares and the balance in
pro rata redemption, at par, of the preferred shares; and

(b) 20% towards payment of dividends on common shares.

Under the terms of the agreement of October 1, 1971, Cominco has a 75% interest in other Cornwallis
Island properties and Bankeno has a 25% interest. As of December 31, 1976 Cominco had incurred
expenditures of $133,700 on these properties and is liable to spend a further $67,000 up to $200,000. If
Bankeno is to retain its present percentage interest of 25% it must contribute its proportionate share of
expenditures on the next $200,000 spent on these properties or its interest is diminished accordingly.



When $400,000 is spent on these properties a new company shall be formed to acquire these Cornwallis
Island properties for 750,000 common shares to be allocated pro rata. Additional shares may be issued
for expenditures in excess of $400,000 in the ratio of one share for each $1 of expenditure with Bankeno
retaining the right to participate in proportion to its interest.

BANK LOAN

The company’s bank loan totals $1,010,000, bears interest at 1% above the bank’s prime rate, and is
secured by 600,976 shares of Panarctic Oils Ltd. owned by the company.

INCOME TAXES

Under the provision of the Income Tax Act, exploration and development expenditures are deductible
in arriving at taxable income; any expenditures not deducted in one year may be carried forward to be
applied against future income. The company has approximately $4,366,000 of expenditures so available,
most of which is reflected on the accompanying balance sheet as investments and deferred expenditures.
In addition the company has losses for tax purposes of $77,299 carried forward and applied to reduce
future taxable income.

The availability of these losses expires as follows:

1978 —  §$24261
1979 — 47,905
1980 — 5,133

$77,299

ANTI-INFLATION PROGRAM

Under the federal government’s anti-inflation program, the company is subject to mandatory
compliance with legislation which controls shareholder dividends. The controls, as they apply to the
company, expire on October 13, 1978.

STATUTORY INFORMATION

The aggregate remuneration of directors and senior officers (as defined under the Business
Corporations Act, Ontario) was nil in 1977 (1976 — nil).














