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SPOONER MINES AND OILS LIMITED

DIRECTORS’ REPORT

Your Directors take pleasure in presenting the Annual
Report of the Company which includes the financial
statements and Auditors’ Report for the year ended
June 30, 1973.

Mining
Consolidated Durham Mines & Resources Limited

Significant financial and technical improvements, as
well as an increase in the ore reserves, are currently
being realized at the Lake George Antimony Mine of
Consolidated Durham Mines & Resources Limited
for which Spooner is the manager and operator, as
well as being a large equity holder. Operating profit
for the financial year ending June 30th, which repre-
sents approximately nine months production, amount-
ed to $484,000. The corresponding figure for the first
quarter ending September 30, 1973 was $575,000.
These funds have mainly been used to retire some of
that corporation’s debt and to increase its working
capital position. If current antimony concentrate
prices are maintained, it is anticipated that Consoli-
dated Durham will be free of debt within the next
sixteen months.

Surface diamond drilling to the 445-foot vertical
level and to the east of the main orezone have increased
ore reserves to approximately 130,000 tons or slightly
in excess of two years. In addition, the probability of
finding additional ore below the 445-foot level and
along strike is considered excellent. Details of the
agreements which Spooner has with Consolidated
Durham are clearly outlined in the Notes to the Finan-
cial Statements of the accompanying Balance Sheet.

Mining Exploration

Exploration in association with Parnasse Company,
Inc., a wholly-owned subsidiary of La Société Miniére
et Métallurgique de Penarroya of France, is continuing
on properties optioned from the Southern Pacific Land
Company located in Western U.S.A. Of significance
there are three copper prospects and one copper-gold
prospect referred to as the Majuba Hills, Maria,
Buffalo Valley, and Bullion Mountain projects. A
diamond drilling programme is in progress at Majuba

Hills, which property adjoins that of Bethlehem Steel
Corporation, also currently being drilled. Spooner has
an undivided 25 Y% interest in all of these projects.

Imperial Oil Enterprises Ltd. (a wholly-owned sub-
sidiary of Imperial Oil Limited) continued its explora-
tion programme on the jointly-owned property in the
Hopes Advance Bay area of Northern Quebec. The
Company has not yet received a report on the 1973
summer programme, but has been advised that Im-
perial has spent at least $470,000 since the programme
began and, thereby, has earned a 759 interest in the
property.

The 174 claims held by the Company in the Sturgeon
Lake area of Northwestern Ontario have now lapsed.
The Company continues to hold approximately 146,000
shares of NBU Mines Limited which has a 339 inter-
est in Sturgeon Lake Mines Limited. The construction
and development programme on the Sturgeon Lake
property, which is jointly owned by NBU and Falcon-
bridge Copper Limited, is proceeding towards produc-
tion from a high-grade open pit copper-zinc-silver
deposit scheduled for commencement during the first
quarter of 1975.

0il and Gas

The Company retains its holdings in the Canadian
Arctic and various areas of Alberta.

Options on 63,500 shares of Canada Geothermal Qil
Ltd. have been exercised by the Company during the
past year and the shares were subsequently sold, re-
sulting in a net profit of $38,687. Following renegotia-
tion of the Option Agreement in August 1973, the
Company continues to hold options on 167,700 shares
of Canada Geothermal at $1.03 per share, exercisable
on instalment terms until September 23, 1976.

On behalf of the Board,

V. N. HARBINSON,
President

Toronto, Canada
November 26, 1973



SPOONER MINES AND OILS LIMITED

(Incorporated under the laws of Canada)

BALANCE SHEET—JUNE 30, 1973

(with comparative figures at June 30, 1972)

ASSETS
1973 1972
CURRENT ASSETS
Accounts TeCIVADIE. .. ... o e $ 43,852 $ 120,461
Marketable securities, at cost (quoted market value, 1973, $7,900; 1972, $16,813). . . 8,987 17,020
Deposits and prepald EXPETISER < oi 5 ol 555 51555 55008 a8 =smiin siaie stake sgese sisl e ieia aiage oo 5,586 7,586
58,425 145,067
DEFERRED ACCOUNTS RECEIVABLE
Consolidated Durham Mines & Resources Limited (note 2).................... 372,359 394,259
INTEREST IN AND ADVANCES TO OTHER COMPANIES (note 3).......................... 523,867 532,816
Omm AND GAS INTERBSTSNGLE: )i i S om0 - 5h 2 sars Sass S 8008 5008 Fams S rerimtos iad® i 148,655 170,983
OTHER ASSETS AND DEFERRED EXPENDITURES
Mining claims (NOtE 5)....cvv ettt e et 126,040 150,240
Exploration and administrative expendituresdeferred........................... 357,691 451,460
Office equipment and vehicle, at cost less accumulated depreciation.............. 4817 6,696
488,548 608,396
$1,591,854 $1,851,521
LIABILITIES
CURRENT LIABILITIES
Bank overdrafts, secured by shares of Consolidated Durham Mines & Resources
I EEA, o e o5 T in e =y e A TE e e aRate) <L R ad i el e Samiahiieke kel sty iamari me o a5 g $ 25400 § 76,278
Bank loan, secured by assignment of accounts receivable and Government of Canada
o2} 1 7o 00 B e ol B oy 5 ) o B 0 00 o e B 5 e e S 66,000 25,000
Accounts payable and accrued liabilities. ......... ... .. ... ... ... 267,484 312,251
INoOte Dayable—105 . curmi con s sies & vals sialh Sm S S0 Sl ST S6hs 2 406 7008 Sta its 73,000 79,000
431,884 492,529
SHAREHOLDERS’ EQUITY
CAPITAL STOCK (note 6)
Authorized—S8,500,000 shares without par value
Issued —8,014,788 shares (1972—7,863,344 shares). . ...................... 4,050,059 3,931,486
IDEBLIGTTL - cvstose wpess eritiete te o siaiese sroia) o5aiie s el sfbegi Lezebal eale safoie] sfefel dlae wifese cistolel sieosmiole shats 2,890,089 2,591,694
1,159,970 1,339,792
SHARES ALLOTTED AND TO BE ISSUED 17,944 shares (note 6)......................... 19,200
1,159,970 1,358,992
$1,591,854 $1,851,521

Contingent liabilities (note 10)

Approved by the Board
V. N. HarBINSON, Director

F. DALE CorMAN, Director



SPOONER MINES AND OILS LIMITED

STATEMENT OF EXPLORATION AND
ADMINISTRATIVE EXPENDITURES DEFERRED
Year Ended June 30, 1973

(with comparative figures for 1972)

1973 1972
Exploration
Southern Pacific project—259% interest (note 8).......... ... ..ot $ 33,262 §$ 80,613
Western U.S.A. area general project—509; interest.....................oiin 12,860 26,067
SICIIPIOREEE: 55 o6 2o ¥ 50 e Siwis @95 #1002 © i = sl St oase st Tovsa o BAIS snia i ol oA AT S 205 2,165
State 'of New Hampshire, WLSUAL . cooiuiinsn © i din s ss e stasiog =i siaialosis <iaiaisisiase v 204
GEnerallEXPlOTATION i weis wmcen e v iy e magetied e =) e skl simis! oo eaziabalisi) o TR e 32 2,764 35,121
49,091 144,170
Administrative and general expenses (Det)...........ooeitiiiiiiiiii i 90,675 140,218
Expenditures (net) for the year................iiiiemniiiiiiiiiii i 139,766 284,388
Balance deferred at beginning OF WeaT o s um wvovs o siaie st sisie ' sinin aishs simss)ssase Sitien witie it she 451,460 440,401
591,226 724,789
Deduct amounts WEENIONT: . ... e vae 55 5 s s St el S Sl e R e = bR e s e 233,535 273,329
Balance deferred at end of Year.........c.oiierrrieii ittt e $357,691 $451,460
Balance  Expenditures  Written off Balance
Summary June 30, 1972  during year during year  June 30, 1973
State of New Hampshire, U.S.A.—3314 % interest. ... ...... $ 80,000 $ 80,000
Southern Pacific project—25%; interest.................... 259,646 $ 33,262 $292,908
Western U.S.A. area general project—50Y; interest.......... 104,470 12,860 59,330 58,000
Sturgeon Lake project—d05/ dnterest., ... .oan s v i wvm » 6,783 6,783
Ungava project—1009% Inferest: o .uw: cun sus vis voe s s v 561 561
BACHIY. PLOJECE. . - evie = risin saoir ovein minte 5 wrsis qaess wands asery aumes o 5546 Shgih & 205 205
General exploration. .........coooveiiiiiiiiiiai ., 2,764 2,764
Administrative and general expenses (net).................. 90,675 90,675
$451,460 $139,766 $233,535 $357,691




SPOONER MINES AND OILS LIMITED

STATEMENT OF OIL AND GAS OPERATIONS
Year Ended June 30, 1973

(with comparative figures for 1972)

1973 1972
Sales of icrude: oil:atid NAtUTal A i s s s st s s S S s s e $ 32924 § 32,250
Deduct
Royaltiesisss so s v o SRR X s o o o e Fer L MO 5,272 5,164
Production BXPEDSES. .. i - ranes i snse mssselasess s smasal sier sssse vaszms i S S B R 12,537 11,713
AdMIDISITAtIVE CXPENBEE: s &inss wies 2605 s sEisls Siui §5% §1os Sessrs] atefe obasa  afag afatl sk o 9,322 13,116
Depletion of lease costs and development expenditures (note 4)................. 776 6,294
Depreciation of production equipment..............ooiiiiiiiiiiiitiierinaa 1,933 1,931
29,840 38,218
3,084 (5,968)
Royalties received less depletion of $395in 1973 and $417in 1972.................. 1,203 1,248
Profit (loss) from oil and gas OPErations: -« & o1y s vam 2at D s st cias bt wrstore sl oo $ 4287 § (4,720)
STATEMENT OF DEFICIT
Year Ended June 30, 1973
(with comparative figures for 1972)
1973 1972
Deficit a4t DeBINNing OF YEAT:« s w0 sros wts a1 stors 5175 3 et slise) w1458 855701 BisdSie) s 5105 eieis one $2,591,694 §$2,314,784
Add
Exploration and administrative expenditures written off........................ 233,535 273,329
Mining claims WHLtenrOffi S ses oot o un b Sl 2l onm o v ssaha st VS Bk S 24,200
Unproductive oil and gas lease costs, development expenditures and production
eq U N WIS O iow oo s i srse srvms wosia) st soje wtivia s s sgase nisnstalagageroioin 25,701 1,810
Cost of shares written down to nominal value. . ... oo vemcavi suie s saivn s saa 19,246
Loss from oil and, Sas OPELAtIONS ;v wames s st s save o srein aamin. Sias wigess s sieia s 4,720
Write-down of interest in subsidiary company, Spooner Minerals Inc............. 14,150
302,682 294,009
2,894,376 2,608,793
Deduct
Profit on sale of marketable securities. .. ...t ettt 16,593
Profit front 6il-and Zas OPeTatiONS e s s st i S ot fotsis sisiel s  sieis afereys sfesels 4,287
Proﬁtonsaleofequipment..............................I ................... 506
4,287 17,099
Deficitiat end of YEA:« s st st i o oie mivis sk otapeisistsse R R $2,890,089 $2,591,694




SPOONER MINES AND OILS LIMITED

STATEMENT OF SOURCE AND APPLICATION OF FUNDS
Year Ended June 30, 1973

(with comparative figures for 1972)

1973 1972
Source of funds
Profit (loss) from oil and gas Operations. ...........uuiteeeen i, $ 4287 § (4,720)
Depletion and depreciation not requiring current outlay of funds................... 3,324 8,916
7,611 4,196
Issue of shares of capital stock............ ... i 99,373 280,121
Allotment of shares of capital stock to be issued for mining claims................. 19,200
Decrease in deferred accounts receivable—Consolidated Durham Mines & Resources
317« 21,900
Profit on sale of marketable securities. . ...........ouuni et 16,593
Reduction: insadvancesito other COMPENIES. . e s s wish i o s il Se6ss T 3,158
T 2 052 700502 % e oo spm s ot 24 ke stodsmioi. <hmce e fobeit staye siete <smgefsimite ote. wperet b, vivts Wanine 604

128,884 323,872

Application of funds
Oil and gas interests

Lease acquisition COSLS. .. .. ... .ottt 985 126
Development expenditures. ................... .. 3,536 6,768
Production equipment, net......... ... ... 1,953 3,967
6,474 10,861

Interest in and advances to other companies.......................ccooeeunnoo.... 10,300 9,078
Exploration and administrative expenditures less depreciation of $1,659 (1972, $2,362) 138,107 282,026
Deferred accounts receivable—Consolidated Durham Mines & Resources Limited. . . . 384,211
PalrChase OF MimDE CIAIMISS . i o i wsiasns vy s pin s e DO 455 S5 s 19,200

148,407 694,515
154,881 705,376

Decrease in working capital position.................oo 25,997 381,504
Working capital (deficiency) at beginning of year.................ooviiiinen . (347,462) 34,042
Working capital deficiency at:end Of AL . . cn inn s wo 5o 550 555 5 Hots 5105 deote s1aa v atersoneie $373,459 $347.462




SPOONER MINES AND OILS LIMITED

NOTES TO FINANCIAL STATEMENTS
June 30, 1973

1.

2

3.

Subsidiary Companies

The financial statements of the wholly-owned subsidiary companies, Spooner Mines and Oils (Australia) N.L. and Spooner Minerals
Inc., have not been consolidated with Spooner Mines and Oils Limited as all of their expenditures have been deferred to future
operations and the subsidiary companies show neither profit nor loss since incorporation.

Deferred Accounts Receivable—Consolidated Durham Mines & Resources Limited

Under present arrangements with Consolidated Durham, this receivable will be repaid out of production revenue following repay-
ment of all other creditors of Consolidated Durham.

Interest in and Advances to Other Companies 1973 1972
Consolidated Durham Mines & Resources Limited

390,625 shares (1972, 312,500 shares), at COSt.. ... ... ..o e, $125,000 $100,000

AVATICE 1y 05T 000 35 S0TR000, 60+ ormossmns somthe e acomcosososa. o 1§ Aei e et oS smee e oo el £Fetantntare 25,000
Shares in Canada Geothermal Qil Ltd.

10,000/ ShETeS, FAHCOS cuiuimrmes s wrmes w el ssals 448 PSS AT R 75 5505 5 - ereseioras s iecereraiese e cersoe b 10,300

Shares in NBU Mines Limited (note 10(a))

87,480 escrowed shares 4 14
58,870 SHATES, MECOSE (17775 T P i e S i e 1 S 4 S
Shares in New Quebec Mining and Exploration Limited
447,000 shares, at cost less $7,000 forfeited on option to purchase.................ooooooo ... 366,438 366,488
480,000 escrowed shares, at nominal Value.............vuurrneree e 1 1
Shares in and advances to wholly-owned subsidiary companies, at nominal value (note 1)
Spooner Mines and Oils (Australia) N.L...........ooorm 1 1
Spooner Minerals INC..........oooo oo 1 1
Other shares, at COSt OF 188S........... o 8,586 27,835
Adyances t0lother COMPATIES e vt el i e S o Lo 8 e 13,456 13,456

$523,867 §532,816

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
April 5 to September 23, 1973........oooen .. 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

The company exercised its option to purchase 10,000 shares under this agreement to June 30, 1973 and 53,500 shares subsequently,
all of which were sold for a net consideration of $104,092, providing a net profit of $38,687. In addition, the company subsequently
abated on its option to purchase 28,700 shares, available under the agreement during the period April 5 to September 23, 1973,
and 46,100 shares available under the agreement during the period September 24, 1973 to September 23, 1974, for a total considera-

tion of $46,471 cash. The company, therefore, has options remaining on 167,700 shares of Canada Geothermal Qil Ltd. at $1.03
per share.

Qil and Gas Interests 1973 1972
Oil and gas 1eases, At COSt.......outi ittt e $ 59,920 $ 58,933
Development expenditures deferred. . ..o i o oo sisie5s Herss e S5 e s mos i s e 147,134 146,103
Production equipment, 8t COSt. ... .... ...ttt e 80,257 78,304
287,311 283,340
Less depletion and accumulated depreciation................ouiiuun s 191,317 188,608
95,994 94,732
Royalty interest, at cost less depletion. ............uuutnen et e 3,405 26,995
Participation in Arctic 0il exploration, at COSt..........o.ure et 49,256 49,256

$148,655 $170,983




SPOONER MINES AND OILS LIMITED

NOTES TO FINANCIAL STATEMENTS
June 30, 1973 (continued)

5.

6.

Under letter agreements dated February 10 and 24, 1972 with Yukon Geothermal Co. Ltd. and Canada Geothermal Qil Ltd. the

comp_any, together with Noble Mines & Oils Ltd., having provided collateral for certain petroleum and natural gas explora}:ion

permits held by Yukon Geothermal and Canada Geothermal and having arranged equity financing for Canada Geothermal

Spooner and Noble jointly received a right to a gross overriding royalty of 0.3% of all preduction from the permits covered in the‘

?sgrec}r:]cnt \;.rith Yukon Geothermal and an undivided 314 % working interest in the permits covered in the agreement with Canada
eothermal.

Where oi-l 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 lease costs and applicable deférred development expenditures are written off when it is determined that the
lease area is of no further interest to the company.

Mining Claims 1973 1972
Ungava Bay, Province of Quebec
(2) HopesiAdvance Bay ATCa .. . sz s a fialss e fh s e g o St v ter sreiass $ 79,000 $ 79,000

Under an agreement dated December 19, 1969 the company purchased 1,192 claims for $79,000
cash and the vendor shall receive further consideration 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, 1971, Imperial Oil Enterprises Ltd. agreed to undertake an explo-
ration program on these claims. The company has been notificd by Imperial Oil Enterprises
Ltd. that as of June 30, 1973, 1,068 of the claims are to be allowed to lapse and that it has
spent $470,948 on this exploration program. Pursuant to the agreement, Imperial Oil has now
earned a 75% interest in the joint property.
(b) Diana Bay Area

(i) 100 claims acquired for cash, which were allowed to lapse in October, 1972............ 5,000
(i) 320 claims acquired for a consideration of 17,944 sharcs of the company’s capital stock

which were allowed to lapse in August, 1973, ... .o iiiini i 19,200
Sturgeon Lake Area, Province of Ontario
409 interest in 484 claims acquired for cash, of which 310 claims were allowed to lapse to June 30,
47,040 47,040

$126,040  $150,240

Capital Stock

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

133,500 shares for services Tendered. . . ......ooumnomenit it e $ 99,373
17,944 shares allotted in April, 1972 for mining claims. ... 19,200

151,444 $118,573

(1972, 150,000 shares for cash of $217,500 and 69,579 shares issued for services rendered of $62,621.)

Options
(a) At June 30, 1973 employees held options on 52,500 shares at $1.25 per share expiring on June 24, 1980.
(b) Under various agreements dated December 18, 1970 and March 30, 1971, the company has
(i) in consideration for services rendered to the company, during the three years ended December 31, 1970, granted irrevocable
options on 125,000 shares of its capital stock at $1.80 per share exercisable on or before December 31, 1973, and
(ii) in consideration for services to be rendered to the company as its fiscal agents during the three years ended December 31,
1973, granted irrevocable 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



7. Income Taxes
The company has costs of 0il 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, 1973 of approximately $842,000 and loss
carry forwards of approximately $174,000 are available up to 1976 in determining taxable income.

8. 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. (Parnasse), an American subsidiary of
Société Miniére et Métallurgique de Penarroya of Paris, France, for the exploration and development of certain leasehold interest
and other adjoining acreage held under the Southern Pacific project. Parnasse, which is to manage the project, earned a 50 % 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 507; in total. The company, jointly with Noble to maintain their interest thereafter, must pay their
509 share of agreed exploration expenditures over and above the U.S. $80,000 spent by Parnasse.

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 10 7; in total, at which time such interest is maintained for them by Parnasse.

9. Management Contract

Under a letter agreement dated July 8, 1970, ratified by the shareholders of Consolidated Durham Mines & Resources Limited on

September 2, 1970, the company agreed with that corporation to act as manager of their Lake George antimony property located in

the Province of New Brunswick. Under the terms of this agreement, Spooner is to provide:

(a) management and arrange financing in consideration for an option on 750,000 shares of Consolidated Durham Mines & Re-
sources Limited capital stock at $1.00 per share, exercisable on or before July 8, 1975.

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

10. Contingent Liabilities
(a) The company has executed a guarantee in favour of the Province of New Brunswick whereby the company guarantees up to
December 31, 1973 to the Province the bank indebtedness of Consolidated Durham Mines & Resources Limited up to a maxi-
mum of $900,000. The company has pledged 145,800 shares of NBU Mines Limited as security to this guarantee. At June 30,
1973, this indebtedness amounted to $750,000, and subsequently has been reduced to $600,000.

(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,
are defending the action. The plaintiff has taken no steps towards trial since September 12, 1969. The shares of Muskox Mines
Limited have been written down to a nominal value of $1.00.

(¢) 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.

11. Other Statutory Information 1973 1972
NUMBET Of QIrEC 0TS . . o oot vttt et et e e e et e e e e e e e e 6 9
Aggregate remuneration of directors as directors........... . i Nil Nil
I (TTOE] = 0 T 17 g A I o 15 £ Ch L s e e s e e e re s 7 9
Aggregate remuneration of officers as officers, including consulting fees.............................. $13,500 $58,915
Number of officers wWho are also direCtors. ....uvevue ittt i e 4 5
Depreciation and depletion .. v st st s i G s s e TE R WREes s w2 T2 s v iorsaim o $4,983  $11,278

AUDITORS’ REPORT

To the Shareholders of
SPoONER MINES AND O1Ls LIMITED

We have examined the balance sheet of Spooner Mines and Oils Limited as at June 30, 1973 and the statements of exploration
and administrative expenditures deferred, oil and gas operations, 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, 1973 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 THORNE GUNN & Co.,
September 26, 1973 Chartered Accountants.
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