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Wright-Hargreaves Mines, Limited and
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of certain of such corporations

This Prospectus and Joint Proxy Statement is being furnished to shareholders of Lac Minerals Ltd. (“Lac
Minerals™), Little Long Lac Gold Mines Limited (“‘Little Long Lac™), Lake Shore Mines, Limited (“Lake Shore™) and
Wright-Hargreaves Mines, Limited (“Wright™) (collectively the “Amalgamating Corporations™) in connection with
meetings of shareholders of such corporations called, in part, to consider the proposed amalgamation (the “Amalga-
mation”) of such corporations and two wholly-owned subsidiaries of certain of such corporations to form a continuing
corporation having the name LAC Minerals Ltd. (“LAC”), pursuant to an amalgamation agreement to be dated as of
the 24th day of July, 1985 (the “Amalgamation Agreement”). Existing shareholders of the Amalgamating Corporations
will be issued LAC common shares in exchange for their shares of such corporations on the basis described herein. See
“The Amalgamation - Conversion Ratios”. Based on the number of shares of the Amalgamating Corporations out-
standing on June 20, 1985, 26,692,280 common shares is the maximum number of common shares to be issued
pursuant to the Amalgamation. A lesser number may be issued because of the purchase by LAC of fractional shares.
See “The Amalgamation - Exchange of Share Certificates and Fractional Interests”. Such meetings are also being called
to consider an incentive plan for certain employees of LAC (the “LAC Employee Incentive Plan™). See “LAC
Employee Incentive Plan”.

Until October 22, 1985 (90 days after the date of the meetings of shareholders relating to the Amalgamation) all
dealers effecting transactions in the registered securities may be required to deliver a Prospectus and Joint Proxy
Statement.

NEITHER THIS TRANSACTION NOR THESE SECURITIES HAVE BEEN APPROVED OR DIS-
APPROVED BY THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION NOR HAS THE
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS AND JOINT
PROXY STATEMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE.

The date of this Prospectus and Joint Proxy Statement is June 24, 1985 and it is first being sent to shareholders of
each Amalgamating Corporation on or about June 29, 1985.



Reference is made to the accompanying material for further information concerning the various outstanding
securities of each of the Amalgamating Corporations and the securities of LAC which will be outstanding following
completion of the Amalgamation.

Each of the Amalgamating Corporations is, and LAC will be, an Ontario corporation and a majority of their
directors and officers and all of the experts referred to herein are citizens or residents of Canada. Substantially all of
the assets of such corporations and of such persons are located outside the United States of America. Consequently, it
may be difficult for United States shareholders to effect service of process within the United States upon such
corporations or such persons or to realize in the United States upon judgments of courts of the United States predicated
upon civil liability of such corporations or such persons under federal securities laws of the United States. The
Amalgamating Corporations have been advised by their Canadian counsel, Fraser & Beatty, that there is doubt as to the
enforceability against such corporations or persons in Canada, in original actions or in actions for enforcement of
judgments of United States courts, of liabilities predicated solely upon such securities laws.

The financial statements of the Amalgamating Corporations contained in this Prospectus and Joint Proxy Statement
are prepared in accordance with Canadian generally accepted accounting principles (“Canadian GAAP”) which are not
identical, in all respects, with United States generally accepted accounting principles (“U.S. GAAP”). The financial
statements of, and the summaries of financial information concerning, each of the Amalgamating Corporations con-
tained in this Prospectus and Joint Proxy Statement set forth certain amounts which would have been reported under
U.S. GAAP and United States Securities and Exchange Commission (“SEC”) requirements.

This Prospectus and Joint Proxy Statement is not required to be filed as a prospectus in Canada and does not contain
all of the information required to be set forth in a prospectus filed with the provincial securities regulatory authorities
in Canada. For purposes of Canadian law, this Prospectus and Joint Proxy Statement constitutes the management
information circular of each of the Amalgamating Corporations in connection with the solicitation of proxies to be used
at the meetings of sharcholders of the Amalgamating Corporations described herein.

The Amalgamating Corporations publish their financial statements in Canadian dollars. In this Prospectus and
Joint Proxy Statement, references to “dollars” or “$” are to Canadian dollars and references to “U.S.$” are to United
States dollars. The United States dollar exchange rate for Canadian dollars, based on the noon buying rate in New York
City for cable transfers payable in foreign currencies as certified for customs purposes by the Federal Reserve Bank of
New York (the *“Noon Buying Rate™) on June 21, 1985, was U.S5.$0.7320 = $1.00 Canadian. The following table sets
forth, for the periods and dates indicated, certain information concerning the Noon Buying Rate.

At Average
Fiscal Year ended December 31 December 31 Rate (1) High Low
(US.$ per $1.00)
TOROL . & s vwin wmus st svazes oot wiebss e St WEDs ¥ SIS w07 Boae 0.8372 0.8546 0.8754 0.8258
VOB - i 5 5ais 5 oo e aians SURE RSP dbade 3 S5ATE © BN Sviis N 0.8430 0.8338 0.8499 0.8048
1O8%: ¢ o ¢ e & e Sarels s5ie 3 400 WEION SAW &L SR 5 h DR aan 0.8132 0.8088 0.8430 0.7691
L 15 U 0.8035 0.8108 0.8201 0.7993
L 7 A 0.7566 0.7710 0.8054 0.7492
1985 (through' June 21, 1985) . ccw wrcuis wssoe o suase wmmivin sinrs ssessts wiwsn 0.7332(2) 0.7575 0.7130

(1) The average of the Noon Buying Rates on the last business day of each month during the period.
(2) January to May only.

No dealer, salesman or other person is authorized to give any information or to make any representation not
contained in this Prospectus and Joint Proxy Statement and, if given or made, such information or representation
must not be relied upon as having been authorized by an Amalgamating Corporation or LAC. This Prospectus
and Joint Proxy Statement does not constitute an offer to sell or a solicitation of an offer to buy any securities
other than those to which it relates or an offer of those to which it relates in any jurisdiction to any person to
whom it is unlawful to make such offer. The delivery of this Prospectus and Joint Proxy Statement at any time
does not imply that the information herein is correct as of any time subsequent to its date.
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SUMMARY

The following is a brief summary of certain information contained in this Prospectus and Joint Proxy
Statement and is qualified in its entirety by the more detailed information appearing elsewhere herein,
including the Appendices attached hereto.

Place, Date and Times
of the Meetings

Record Date

Purpose of Meetings

Votes Required

General

Reasons for
the Amalgamation

Conditions to the
Amalgamation

Effective Date
of the Amalgamation

The Meetings

Special meetings of the shareholders of Lac Minerals, Lake Shore, Wright and
Little Long Lac will be held in Room 201, Metro Toronto Convention Centre, 255
Front Street West, Toronto, Ontario, on July 24, 1985 at the hours of 9:30, 10:30,
11:00 and 11:30 o’clock a.m. (Toronto time), respectively.

Shareholders named in the lists of shareholders of the Amalgamating Corporations
to be prepared as at the close of business on the day immediately preceding the day
on which notice of the relevant meeting is given will be entitled to vote the shares
shown opposite their names on the said lists at the relevant meeting, except to the
extent that any of such shares are transferred before the meeting. See “General
Proxy Information”.

(i) To consider and, if thought fit, to approve the amalgamation agreement
providing for the Amalgamation (See “The Amalgamation”);

(ii) To consider and, if thought fit, to approve the LAC Employee Incentive Plan
(See “LAC Employee Incentive Plan™); and

(iii) To transact such other business as may properly come before the meetings.

In the case of the Amalgamation, the affirmative vote of at least two-thirds of the
votes cast at each of the meetings, and in the case of the LAC Employee Incentive
Plan, the affirmative vote of at least a majority of the votes cast at each of the
meetings will be required for approval. See “The Amalgamation - Approval and
Effective Date of the Amalgamation™ and “LAC Employee Incentive Plan™.

The Amalgamation

When the Amalgamation becomes effective, the Amalgamating Corporations will
continue as LAC and the shareholders of each of the Amalgamating Corporations

will receive LAC common shares on the following basis:
Number of LAC

For Shares of Common Shares
Loac MIRETalS:: ooz on v s sl vl & diem sToiins 030 Vs slee 1

Eittle Eong Yaacv « car 0 o s demm=bl Serge omy samin g 2.377
LAKEISHOIE - cion = inss et st e dints sntass soabe St dvtess 2.871
WG« « ciove s sisin smese aiins Setess stibar adstinte sisse widinie <ree 0.498

The Amalgamating Corporations” United States and Canadian financial advisors
have rendered opinions that the conversion ratios are fair to the shareholders of the
Amalgamating Corporations from a financial point of view. See “The Amalga-
mation - Conversion Ratios — Fairness Opinions”.

The Amalgamation will result in a simplification of the corporate structure, oper-
ations and administration of the Amalgamating Corporations. Following the
Amalgamation it is expected that the market value of the LAC common shares will
directly reflect LAC’s assets and earnings. In addition, LAC will have a greater
capability than the Amalgamating Corporations to undertake financing of future
expansion.

The Amalgamation is conditional upon the approval of the shareholders of each of
the Amalgamating Corporations and any necessary approvals of the Toronto and
Montreal stock exchanges. The latter condition may be waived, in whole or part,
at any time prior to the Effective Date, by the boards of directors of all of the
Amalgamating Corporations. See “The Amalgamation - Conditions to the Amal-
gamation”.

The date upon which the Amalgamation is expected to become effective (the
“Effective Date”) is July 24, 1985. See “The Amalgamation — Approval and
Effective Date of the Amalgamation™.




Anti-takeover
Provisions

Stock Exchange
Listings

Post-Amalgamation
Management

Right of Dissent

Income Tax
Considerations

Treatment of
Fractional Shares

Termination of the
Amalgamation

LAC’s articles and by-laws will contain the following provisions, none of which
appear in the articles or by-laws of any of the Amalgamating Corporations, which
will have the effect of making a takeover of LAC more difficult or more time-
consuming and therefore less likely, even in a case where it is favourable to
shareholders. LAC’s articles will provide for the election of three classes of
directors serving staggered terms. See “Description of LAC - Directors and
Officers”. LAC’s by-laws will contain special notice and quorum provisions
relating to, among other things, the removal and election of directors. See
“Description of LAC - By-laws”. LAC will have an authorized capital consisting
of an unlimited number of common shares and an unlimited number of preferred
shares issuable in series. See “Description of LAC - Share Capital”.

Application has been made to list the common shares of LAC on the New York
Stock Exchange, The Toronto Stock Exchange and The Montreal Exchange imme-
diately following the Effective Date.

A majority of the present directors and the present officers of Lac Minerals will
be the directors and officers of LAC. See “Description of LAC - Directors and
Officers” and “Lac Minerals Ltd. - Management”,

A shareholder of an Amalgamating Corporation is entitled to send to such cor-
poration a written objection to the special resolution to be voted on by the share-
holders of such corporation approving the Amalgamation and, upon strict
compliance with certain technical requirements of Ontario law, such shareholder
will be entitled to be paid the fair value of the shares held by such shareholder. See
“The Amalgamation - Right of Dissent”.

Canada

For Canadian federal income tax purposes, shareholders of the Amalgamating
Corporations who hold their shares as capital property will be entitled to a tax-free
“rollover” in respect of the conversion of such shares to LAC common shares on
the Amalgamation. See “The Amalgamation — Income Tax Considerations -
Canada™.

United States

For United States federal income tax purposes, subject to certain exceptions, a
United States shareholder of an Amalgamating Corporation will recognize no gain
or loss upon the conversion of shares of the Amalgamating Corporation to shares
of LAC, except to the extent that a gain or loss is recognized in respect of
any cash received in lieu of a fractional share interest in LAC. See “The Amal-
gamation - Income Tax Considerations — United States”.

No certificates for fractional shares will be issued. If a shareholder of an Amal-
gamating Corporation would otherwise be entitled to a fractional share as a result
of the Amalgamation, such shareholder will be entitled to receive a cash payment
for such fractional share interest on the basis set out under “The Amalgamation -
Exchange of Share Certificates and Fractional Interests”.

The Amalgamation Agreement may be terminated by the directors of any of the
Amalgamating Corporations before the Amalgamation becomes effective notwith-
standing the approval of the Amalgamation Agreement by the shareholders of such
corporation. See “The Amalgamation - Terms of the Amalgamation Agreement”.

The LAC Employee Incentive Plan

The LAC Employee Incentive Plan consists of an Employee Share Purchase Plan, an Employee Share Option
Plan and an Employee Share Bonus Plan. The purpose of the LAC Employee Incentive Plan is to encourage
equity participation in LAC by its full time employees through the acquisition of LAC common shares. If the
resolution approving the LAC Employee Incentive Plan is passed by the shareholders of each of the Amalga-
mating Corporations and if the Amalgamation becomes effective, it is expected that the board of directors of
LAC will adopt such Plan immediately after the Effective Date. See “LAC Employee Incentive Plan”,

Business and Properties of the Amalgamating Corporations

The principal business of Lac Minerals is the exploration for and development of natural resources, chiefly
gold, and to a lesser extent other minerals and hydrocarbons, in Canada and the United States. See “LAC
Minerals Ltd. - Business and Properties”. Little Long Lac, Lake Shore and Wright are primarily holding
companies and their principal assets consist of their shareholdings, direct and indirect, in Lac Minerals. See
“Little Long Lac Gold Mines Limited - The Company”, “Lake Shore Mines, Limited — The Company” and
“Wright-Hargreaves Mines, Limited - The Company”.




SUMMARY FINANCIAL INFORMATION
Lac Minerals
Little Long Lac
Lake Shore
Wright

LAC

Selected Financial Data in Accordance with Canadian GAAP(1)
(dollars in thousands, except per share amounts)

Year ended December 31, 1984

Historical (audited)

Lac Little Lake Pro Forma
Minerals Long Lac Shore Wright LAC
(unaudited)
Revenues. ............covueeeninnn. $169,673 $ 10,490 $169,728 $ 4,491 $169,783
Earnings before extraordinary items . . 29,307 10,393 15,955 3,958 31,791
Earnings after extraordinary items ... 29,307 18,918 28,574 7,429 31,791
Earnings per share before extraordinary
0= 11 1 SR PR 1.14 3.08 3.76 0.40 1.21
Earnings per share after extraordinary
0= 111 1.14 5.62 6.74 0.75 1.21
Dividends per share ............... 0.30 0.10 0.15 0.05 0.33
Three months ended March 31, 1985
Historical (unaudited)
Lac Little Lake Pro Forma
Minerals Long Lac Shore Wright LAC
(unaudited)
REVEIUCS :o:srs sitiis arbo s abioss stalain siihs o5 $30,982 $ 2:571 $ 39,082 $ 1,138 $ 39,982
Earnings before extraordinary item. . . 7,799 2,130 3,486 577 7,109
Earnings after extraordinary item . ... 7,799 2,130 3,486 577 7,109
Earnings per share before
extraordinary item .............. 0.30 0.63 0.82 0.06 0.27
Earnings per share after
extraordinary item .............. 0.30 0.63 0.82 0.06 0.27
At December 31, 1984
Historical (audited)
Lac Little Lake Pro Forma
Minerals Long Lac Shore Wright LAC
(unaudited)
CUTTeNt ASSELS i a5 onk savids ot 4 3 $165,191 $ 1,450 $169,203 $ 3,103 $173,727
Gurrent LiabilIties . ;..ico vc« st e o 45,047 24 44 469 142 44,606
Long-termdebt................... 80,246 70,246 66,746
Total ASSets = oms L von 25 sl 5 397,751 74,532 411,415 36,036 394,043
Shareholders’ equity .. ............. 219,135 74,508 124,010 35,444 226,358
Book value per share .............. 8.42 22.05 29.27 3.56 8.49
At March 31, 1985
Historical (unaudited)
Lac Little Lake Pro Forma
Minerals Long Lac Shore Wright LAC
(unaudited)
CULTent assets:. uiw coveie wimain wass sataso o $155,484 $ 1,468 $160,285 $ 3,108 $164,828
Current liabilities .. ............... 45,693 28 45,097 57 45,149
Long-term debt's:. oo coes oon e 82,202 72,202 68,702
Total assets .........ccvuemuenunn. 413,965 76,666 427,326 36,528 409,404
Shareholders’ equity ... ............ 227272 76,638 127,496 36,021 234,605
Book value per share . ............. 8.73 22.68 30.09 3.62 8.80

(1) For reconciliation of these figures with U.S. GAAP, see “Summary Financial Information” for each of the
Amalgamating Corporations, “Description of LAC - Pro Forma Financial Information”, the financial
statements of each of the Amalgamating Corporations and the pro forma financial statements for LAC

contained herein.




RISK FACTORS

Mining and Milling Operations

LAC’s operations will be subject to the risks normally encountered in the mining business. Hazards such as
unusual or unexpected geological formations, rockbursts, cave-ins, flooding and other conditions are involved in
drilling and removing material from underground or by open-pit mining methods. LAC’s milling operations will be
subject to hazards such as equipment failure or failure of retaining dams around tailings disposal areas which may result
in environmental pollution. LAC will carry insurance to protect against certain risks of mining and milling in such
amounts as it considers adequate. However, LAC may become subject to liability for pollution, cave-ins or other
hazards against which it cannot insure or against which it may elect not to insure because of high premium costs or for
other reasons. The payment of such liabilities would reduce the funds available to LAC.

Mineral exploration and development involve significant financial risk and while the rewards if an ore body is
discovered may be substantial, few properties which are explored are ultimately developed into producing mines. The
mining industry is highly competitive in the acquisition of exploration prospects and the development of new prospects.

A substantial portion of LAC’s earnings will be derived from its gold mining operations and its revenues and
earnings are therefore subject to fluctuations in the price of gold. The price of gold has fluctuated widely, particularly
in recent years. The price of gold is also affected by numerous factors beyond the control of LAC. These factors include
anticipated changes in the rate of price inflation, purchase or sale of gold by government entities, changes in inter-
national investment patterns and monetary systems, economic growth rates, political developments and shifts in public
and private supply of and demand for gold.

Mining operations may be affected in varying degrees by government regulations as described below under “Lac
Minerals Ltd. - Government Regulations”.

Oil and Gas Operations

LAC’s oil and gas operations will be subject to the risks normally encountered in the oil and gas industry.
Hazards such as unusual or unexpected geological formations, high pressure or other conditions are involved in drilling
and operating wells. LAC will carry insurance to protect against certain risks of oil and gas operations in such amounts
as it considers adequate. However, LAC may become subject to liability for pollution or other hazards against which
it cannot insure or against which it may elect not to insure because of high premium costs or for other reasons. The
payment of such liabilities would reduce the funds available to LAC.

The oil and gas industry is highly competitive in the acquisition of exploration prospects, the development of new
sources of production and the sale of oil and natural gas. Many of LAC’s competitors possess greater financial resources
and technical facilities.

Oil and gas exploration and development involve significant financial risks and while the rewards if a discovery
is made may be substantial, few properties which are explored are ultimately developed into producing oil and gas
wells. In addition, an excess supply of natural gas exists in western Canada at the present time and, accordingly, there
may be some delay before natural gas sales contracts are obtained.

Oil and gas operations may be affected in varying degrees by government regulations and world oil prices.

GENERAL PROXY INFORMATION

This Prospectus and Joint Proxy Statement is furnished by the management and board of directors of each
of the Amalgamating Corporations in connection with the solicitation of proxies to be voted at the special
meetings of the shareholders of such corporations (the “Meetings™) to be held on July 24, 1985. The purpose of
each Meeting is (a) to consider, and if thought fit, to pass a special resolution approving the Amalgamation Agreement
providing for the Amalgamation and (b) to consider and, if thought fit, to approve the LAC Employee Incentive Plan
which is expected to be adopted by the board of directors of LAC immediately following the Amalgamation.

The persons named in each form of proxy are directors and/or officers of the corporation soliciting the proxy. Each
shareholder of an Amalgamating Corporation has the right to appoint a person (who need not be a shareholder
of such corporation) to attend and to act for and on behalf of the shareholder at the Meeting of such corporation.
To exercise this right, the shareholder may insert the name of the desired person in the blank space provided in
the proxy and strike out the other names or may submit another appropriate proxy and, in either case, must
return the completed proxy.



Each properly executed proxy, not theretofore revoked, will be voted on any poll taken at the Meeting to which
such proxy relates in accordance with the instructions contained therein. Proxies containing no instructions regarding
the Amalgamation or the LAC Employee Incentive Plan will be voted in favour thereof. In the event, not presently
anticipated, that any other matter is brought before a Meeting and submitted to a vote, all proxies relating to such
Meeting will be voted in accordance with the judgment of the persons named therein. Each form of proxy also confers
discretionary authority in respect of amendments or variations to matters identified in the notice of the Meeting
to which it relates or other matters which may properly come before such Meeting.

A shareholder of any of the Amalgamating Corporations who executes and returns a form of proxy has the power
to revoke it at any time before it is exercised. Under the Business Corporations Act, 1982 (Ontario) (the “Ontario Act™)
a shareholder of any of the Amalgamating Corporations may revoke a proxy by the deposit of an instrument in writing
executed by the shareholder or by his attorney authorized in writing at the registered office of the Amalgamating
Corporations at any time up to and including the last business day preceding the day of the Meeting to which the proxy
relates or any adjournment thereof or with the Chairman of the Meeting on the day of the Meeting or any adjournment
thereof or in any other manner permitted by law.

None of the Amalgamating Corporations has fixed a record date for the purpose of determining shareholders
entitled to receive notice of the Meeting of its shareholders. In accordance with the provisions of the Ontario Act, each
of the Amalgamating Corporations will prepare a list of its shareholders as at the close of business on the day
immediately preceding the day on which notice of the Meeting of shareholders of such corporation is given. Each
shareholder named in any such list will be entitled to vote the shares shown opposite his name thereon except to the
extent that (a) the shareholder has transferred any of his shares after the date on which the list was prepared and (b) the
transferee of those shares produces properly endorsed share certificates or otherwise establishes that he owns the shares
and demands not later than 10 days before the Meeting in question that his name be included in the list before such
Meeting in which case the transferee is entitled to vote his shares at such Meeting.

Each of the Amalgamating Corporations will bear its own costs of soliciting proxies. In addition to the solicitation
of proxies by mail, the directors, officers or regular employees of each of the Amalgamating Corporations may solicit
proxies personally, by telephone or by telegraph. None of these individuals will receive any extra compensation for such
efforts. In addition, one or more of the Amalgamating Corporations may retain a firm to assist in the solicitation of
proxies. If such a firm is retained, the cost of solicitation thereby for any Amalgamating Corporation is not expected
to exceed $33,000. Each of the Amalgamating Corporations will reimburse banks, brokerage firms and other custo-
dians, nominees and fiduciaries for their reasonable expenses incurred in sending proxy material to the beneficial
owners in the United States and Canada of its shares and requesting authority to execute proxies.

All information contained in this Prospectus and Joint Proxy Statement with respect to each of the Amalgamating
Corporations has been supplied by such corporation.

GLOSSARY OF TERMS

Crown Pillar - a solid block of ore left at the surface of an underground mine to provide a roof.

Cut-off Grade - the grade of the lowest grade mineralized zones used in ore reserve calculations. As economic
circumstances change, it may be reasonable to consider lower grade mineralizations as part of the ore reserves, giving
a larger tonnage and lower grade reserve. Conversely, it may be necessary to raise the cut-off grade and consider only
higher grade mineralization giving a lower tonnage and higher grade ore reserve. At the time of the ore reserve
calculations as at December 31, 1984 the price of gold was U.S. $309.00 per ounce.

Gold Tailings - the portions of crushed, leached, washed and treated ore which at the time of milling are too low
in grade to be treated further and are typically retained either in natural depressions or by retaining dams.

Mining Claim - that portion of public mineral lands which a prospector has staked or marked out in accordance
with provincial or state mining laws to acquire the right to explore for and exploit the minerals under the surface.

Patented Mining Claim - a mining claim which grants surface and mineral rights in fee simple to the owner.

Probable Ore or Indicated Ore - that material for which tonnage and grade are computed partly from specific
measurements, partly from either or both sample data or production data and partly from projection for a reasonable
distance on geological evidence and for which the sites available for inspection, measurement and sampling are too
widely or otherwise inappropriately spaced to outline the material completely or to establish its grade throughout.

8



Proven Ore or Measured Ore - that material for which tonnage is computed from dimensions revealed in outcrops
or trenches or underground workings or drill holes and for which the grade is computed from the results of adequate
sampling and for which the sites for inspection, sampling and measurement are so spaced and the geological character
so well defined that the size, shape and mineral content are established and for which the computed tonnage and grade
are judged to be accurate within certain limits.

Stope - an excavation or working place from which ore is extracted in underground mining.
Winze - an internal shaft connecting underground levels in a mine.

The definitions of proven (measured) and probable (indicated) ore set forth above are those used in Canada by the
provincial securities regulatory authorities. The definitions used in the United States by the SEC, which are based on
definitions used by the United States Bureau of Mines and the United States Geological Survey are as follows:

Proven (Measured) Reserves: Reserves for which (a) quantity is computed from dimensions revealed in out-
crops, trenches, workings, or drill holes; grade and/or quality are computed from the results of detailed sampling and
(b) the sites for inspection, sampling and measurement are spaced so closely and the geologic character is so well
defined that size, shape, depth, and mineral content of reserves are well-established.

Probable (Indicated) Reserves: Reserves for which quantity and grade and/or quality are computed from infor-
mation similar to that used for proven (measured) reserves, but the sites for inspection, sampling, and measurement are
farther apart or are otherwise less adequately spaced. The degree of assurance, although lower than that for proven
(measured) reserves, is high enough to assume continuity between points of observation.

The proven and probable ore reserves set forth in this Prospectus and Joint Proxy Statement are compatible with
both the Canadian and United States definitions.

METRIC CONVERSION TABLE

To convert To metric measurement units Multiply by
Acres HEEIATeS o coie s sevs wiaion wais seia S0 5 3T SRR Seibes 0.404686
Barrels (Bbls) Cubic Metres . ...ttt e e 0.158987
Billion cubic feet (Bef)(1 Billion cubic metres. . .......................... 0.028317
Long tons (lt) TONMES: o.vve v wremins e e womme, sasess s Saven ST S50 S5 1.01605
Miles KAOMEIIes soo: vivon wun vy smne s saials sids + 5o o 1.609344
Million cubic feet (Mmcf)(1) Million cubic metres . .......................... 0.028317
Ounces (troy) Kilograms....... ... ... ... ... ... ... 0.0311035
Ounces (troy) GIamS. . .. 31.1035
Pounds TONMES! :cs e somis swusaws svas 37 sra S0 w0a, FTEN. L5 o0 0.000454
Short tons TONNES! o covsearapens, seame v Srsa e ¥ BRE HETE 0 5,55 0.907185
Troy ounces/short tons GTAMSIONNES: & 5 5: 55 55 s srete = sists shotetsimante oniy 34.2857
Yards Metres . ... ... i 0.9144
Million British thermal units (Mmbtu)(1) Gigajoules .................oourruerrnrnn... 1.054615

(1) Measured at 60° Fahrenheit (15.6° Celsius) at a pressure of 14.65 pounds per square inch (101 kilopascals).



THE AMALGAMATION

The following diagram illustrates the number of issued and outstanding shares of each of the Amalgamating
Corporations as at June 20, 1985, the beneficial shareholdings among the Amalgamating Corporations before the
Amalgamation and the ownership of other shareholders, principally the public.

Other Other Other
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The Amalgamation will result in the continuation of LAC, the amalgamated corporation, with 100% of its shares
being owned by shareholders other than the Amalgamating Corporations.

Purpose and Effect

The management and boards of directors of each of the Amalgamating Corporations believe that it would be
desirable to combine the operations of such corporations into a single public corporation. The Amalgamation will result
in a simplification of the corporate structure, operations and administration of the Amalgamating Corporations.
Following the Amalgamation it is expected that the market value of the LAC common shares will directly reflect LAC’s
assets and earnings. In addition, LAC will have a greater capability to undertake financing of future expansion and it
is expected that its shares will have substantially greater liquidity than those of the Amalgamating Corporations.

Upon the Articles of Amalgamation becoming effective, the Amalgamating Corporations will be amalgamated and
will continue as LAC under the terms and conditions prescribed in the Amalgamation Agreement. Under the Ontario
Act, LAC will possess all the property, rights, privileges and franchises and will be subject to all liabilities, including
civil, criminal and quasi-criminal, and all contracts, disabilities and debts of each of the Amalgamating Corporations.

Conversion Ratios

Lac Minerals is the principal operating corporation among the Amalgamating Corporations and has the largest
public shareholding. The shareholdings of the other Amalgamating Corporations in Lac Minerals, both direct and
indirect, constitute their principal assets. Accordingly, the number of LAC common shares to be issued upon the
Amalgamation to the shareholders of the Amalgamating Corporations (other than the Amalgamating Corporations) have
been determined on the basis of such shareholders’ direct and indirect interests in Lac Minerals, with appropriate
adjustments for the net book value of other assets and liabilities and with consideration given to other factors as
described in Appendix 2. The shares of Little Long Lac, Lake Shore and Wright have traded at very substantial
discounts from their hypothetical values based on their relative effective share interests in Lac Minerals. Based on the
advice of their financial advisors, the boards of directors of the Amalgamating Corporations determined that the share
exchange ratios for the shares of Little Long Lac, Lake Shore and Wright which would result based solely on such
corporations’ effective share interests in Lac Minerals in addition to the book value of other assets net of liabilities
owned by them, should be discounted by 2.5% because of the relative advantages and disadvantages which would or
may result from the proposed Amalgamation.
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Upon the Amalgamation becoming effective, all the issued and outstanding shares of each of the Amalgamating
Corporations which are held by any of the other Amalgamating Corporations will be cancelled without any repayment
of capital in respect thereof and the remaining shareholders of each of the Amalgamating Corporations will receive, for
each share held by them, LAC common shares on the following basis:

Number of LAC
For shares of Common Shares
LacMinerals. . ............. ..., 1
Little Long Lac. . ......................... 2.377
Lake SHOTE . .o oo vinie o s cvns saie v sieis e 2.871
WIEIRDEL: . coioscon wamins sy & v sivios srags & ssam e 0.498

No certificates for fractional shares will be issued. See “Exchange of Share Certificates and Fractional Interests”.
A more detailed explanation of the manner in which the foregoing conversion ratios were calculated is provided in
Appendix 2.

Fairness Opinions

Morgan Stanley & Co. Incorporated and Wood Gundy Inc., financial advisors to the Amalgamating Corporations,
have each rendered an opinion that the above conversion ratios are fair to the shareholders of each of the Amalgamating
Corporations from a financial point of view. Copies of such opinions appear as Appendix 3 and Appendix 4,
respectively.

Right of Dissent

Pursuant to the Ontario Act, a holder of shares of an Amalgamating Corporation is entitled to send to such
Amalgamating Corporation a written objection (“Notice of Dissent™) to the special resolution relating to the Amalga-
mation which is presented to the shareholders of such corporation. In addition to any other rights which such a
shareholder may have, upon the issuance of the Certificate of Amalgamation for LAC giving effect to the special
resolutions, a holder of shares of an Amalgamating Corporation who strictly complies with the dissent procedures set
forth in section 184 of the Ontario Act is entitled to be paid the fair value of the shares held for which a Notice of Dissent
has been provided.

A shareholder of an Amalgamating Corporation may only claim under section 184 with respect to all shares of such
corporation held by him on behalf of any one beneficial owner and which are registered in the name of the shareholder.
A shareholder who wishes to invoke the provisions of section 184 must send a Notice of Dissent to the relevant
corporation at or before the time fixed for the Meeting of such corporation. The filing of such Notice of Dissent does
not deprive such shareholder of his right to vote on the special resolution. Neither a vote against the special resolution
nor the exercise of a proxy by itself constitutes a Notice of Dissent for the purposes of section 184(b) of the Ontario
Act. A vote in favour of the special resolution will deprive a shareholder of any further rights pursuant to section 184,
A summary of the procedure to be followed by a shareholder of an Amalgamating Corporation who wishes to exercise
his right to dissent against any such corporation is set forth in Appendix 6. It is recommended that shareholders who
wish to pursue rights of dissent consult their own legal advisors with respect to the relevant statutory provisions.

Approval and Effective Date of the Amalgamation

Shareholders of each Amalgamating Corporation will vote on special resolutions at the Meetings, the form of
which resolutions is set out in Appendix 7. The special resolutions authorize each of the Amalgamating Corporations
to enter into the Amalgamation Agreement and each is required to be passed by at least two-thirds of the votes cast at
each Meeting. If all of the special resolutions are passed, the Amalgamation will become effective once Articles of
Amalgamation have been delivered and a Certificate of Amalgamation has been endorsed thereon in accordance with
the Ontario Act. It is expected that the Amalgamation will become effective on July 24, 1985.

Conditions to the Amalgamation

The consummation of the Amalgamation is conditional upon any necessary approvals of the Toronto and Montreal
stock exchanges. This condition may be waived, in whole or in part, at any time prior to the Effective Date, by the
boards of directors of the Amalgamating Corporations.

Terms of the Amalgamation Agreement

The Amalgamation Agreement provides that each of the Amalgamating Corporations shall contribute all of their
assets, subject to their liabilities, to LAC.
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The Amalgamation Agreement may be terminated by the directors of an Amalgamating Corporation prior to the
Effective Date notwithstanding the approval of the Amalgamation Agreement by the shareholders of such corporation.
Such termination could occur if the board of directors of any of the Amalgamating Corporations determines that the
Amalgamation is no longer in the best interests of such corporation or its shareholders for reasons which could include,
for example, a material change in the business or affairs of any of the Amalgamating Corporations, a change in the
anticipated tax consequences of the Amalgamation to such Amalgamating Corporation or its shareholders or failure
to fulfill or satisfy any of the conditions precedent to the Amalgamation referred to under “Conditions to the
Amalgamation”. The Amalgamation will not occur if the Amalgamation Agreement is terminated by an Amalgamating
Corporation prior to the Effective Date.

Conversion of Shares

At 5:00 p.m. (Toronto time) on the Effective Date, all of the issued and outstanding shares of the Amalgamating
Corporations will be converted into issued and outstanding LAC common shares and fractional share interests on the
basis set forth under “Conversion Ratios”.

Exchange of Share Certificates and Fractional Interests

Following the Effective Date of the Amalgamation, certificates for LAC common shares will be issued to holders
of shares of the Amalgamating Corporations, in accordance with the conversion ratios set out under “Conversion
Ratios” against deposit of their certificates representing shares of the Amalgamating Corporations with, in the case of
United States shareholders, Canadian Imperial Bank of Commerce Trust Company in New York City, and in the case
of all other shareholders, Canada Permanent Trust Company at its offices in Toronto, Montreal or Vancouver. A letter
of transmittal containing instructions with respect to the deposit of shares will be forwarded to the former sharcholders
of the Amalgamating Corporations for use in exchanging their certificates as soon as possible after the Effective Date.
Upon return of a properly completed letter of transmittal together with certificates representing shares of an Amalgam-
ating Corporation, certificates for the appropriate number of LAC common shares will be issued.

No certificates for fractional shares will be issued. If a shareholder of any of the Amalgamating Corporations
would otherwise be entitled to a fractional share interest as a result of the Amalgamation, such shareholder will receive
a cash payment from LAC for such fractional share interest on the basis that one LAC common share has a value equal
to the average of the daily closing prices for such shares on The Toronto Stock Exchange for the first five days upon
which such shares are traded on that exchange. Payments to Canadian shareholders for fractional share interests will be
made in Canadian funds. Payments to United States shareholders for fractional share interests will be made in United
States funds converted based upon the Noon Buying Rate on the Effective Date.

Stock Exchange Listings
Application has been made to list the LAC common shares on the New York Stock Exchange, The Toronto Stock
Exchange and The Montreal Exchange.

Income Tax Considerations
Canada

Messrs. Fraser & Beatty, Canadian counsel to the Amalgamating Corporations, have advised that the following is
a general summary of certain of the Canadian federal income tax consequences to shareholders of the Amalgamating
Corporations with respect to the Amalgamation. The summary is based upon the present provisions of the Income Tax
Act (Canada) (the “Act™) and the regulations, administrative determinations of the Department of National Revenue,
Taxation and judicial decisions relating thereto. In addition, an advance income tax ruling has been obtained from the
Department of National Revenue, Taxation which confirms, among other things, various aspects of the discussion
which follows. The summary assumes that each shareholder of an Amalgamating Corporation holds his shares in such
corporation as capital property within the meaning of the Act.

The summary is not exhaustive of all possible Canadian federal income tax considerations and does not consider
any provincial income tax legislation or tax legislation of jurisdictions other than Canada. All shareholders of the
Amalgamating Corporations are urged to consult their own tax advisors for advice as to the effects of the Amalgamation
in their individual circumstances.

On the Effective Date, each shareholder of an Amalgamating Corporation whose shares are converted into shares
of LAC will be deemed to have disposed of his shares of the Amalgamating Corporation for proceeds equal to the
adjusted cost base to him of those shares immediately before the Amalgamation and to have acquired his shares of LAC
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at a cost equal to such adjusted cost base. Accordingly, such shareholder will not recognize a capital gain or loss as a
result of the Amalgamation. Where such shareholder also receives cash consideration in lieu of a fractional share of
LAC, it is the administrative practice of the Department of National Revenue not to require the recognition of the capital
gain or loss on the Amalgamation, but instead to permit the shareholder to reduce the adjusted cost base of his shares
of LAC received on the Amalgamation by the amount of such cash. However, if such reduction would result in a
negative adjusted cost base to such shareholder, the shareholder will be deemed to have realized a capital gain equal
to the negative amount.

Where a shareholder of an Amalgamating Corporation receives cash consideration in lieu of a fractional share of
LAC and does not receive any shares of LAC, the shareholder will be required to recognize a capital gain or loss in
respect of the disposition of his shares of the Amalgamating Corporation on the Amalgamation.

Shareholders of Amalgamating Corporations who are not resident in Canada will generally not be subject to tax
in respect of any capital gains (or entitled to claim any capital loss) resulting from the receipt of cash payments in lieu
of fractional shares.

Where a shareholder would be permitted to use the “tax-free zone” method in determining the adjusted cost base
to him of his shares of Lake Shore, Little Long Lac or Wright, such method may, depending upon the circumstances
of acquisition of such shares, continue to be available to him in determining the adjusted cost base to him of the shares
of LAC received therefor on the Amalgamation. However, it is the administrative position of the Department of
National Revenue that such method will not continue to be available in determining the adjusted cost base of shares of
any corporation which was formed by a tax-free amalgamation after 1971. This position may be applied to shares of
LAC received for shares of Lac Minerals, which corporation was formed by an amalgamation in 1982.

In preparing the foregoing summary, consideration has also been given to the proposals contained in the Federal
Budget of May 23, 1985 and to proposed amendments to the Act released by the Minister of Finance for Canada on
May 9, 1985. If such proposals are enacted into law, individual shareholders (other than trusts) realizing capital gains
may be entitled to benefit from the cumulative lifetime exemption of $500,000 of capital gains, in respect of which up
to $20,000 of net capital gains may be claimed for 1985.

United States
Dividend Payments to Residents of the United States

Dividends paid or deemed to be paid on shares of LAC to non-residents of Canada will generally be subject to
Canadian withholding tax, which is currently levied at the rate of 25 percent or such lower rate as is prescribed by any
applicable tax treaty. In the case of shareholders entitled to the benefit of the Canada-United States Income Tax
Convention (1980), the withholding rate will be 15 percent, unless the beneficial owner of the dividends is a United
States company which owns at least 10 percent of the voting stock of LAC, in which case the withholding rate will be
reduced to 10 percent. Subject to limitations set out in the Internal Revenue Code of 1954 (the “Code™), a United States
shareholder would be entitled to a credit against the shareholder’s United States federal income tax for the Canadian tax
withheld on dividends paid or deemed to be paid on shares of LAC.

The Amalgamation

Messrs. Sullivan & Cromwell, United States counsel to the Amalgamating Corporations, have advised that,
subject to the discussion below under “Section 367(b) Notice” and of dissenters’ rights, the amalgamation pursuant to
the Amalgamation Agreement of each of the Amalgamating Corporations into LAC will in each case be a reorganization
within the meaning of Section 368(a)(1)(C) of the Code, with the consequence that for United States federal income tax
purposes:

(@) A United States shareholder of an Amalgamating Corporation will recognize no gain or loss upon the

conversion of shares of the Amalgamating Corporations to shares of LAC, except to the extent that gain or
loss is recognized in respect of any cash received in lieu of a fractional share interest in LAC.

(b) The aggregate basis of the shares of LAC received by a United States shareholder of an Amalgamating
Corporation in the conversion (including any basis allocated to a fractional share interest) will be the sum of
the basis of the shares exchanged therefor.

(c) The holding period of the shares of LAC (including any fractional share interest) received by a United States
shareholder of the Amalgamating Corporation will include the holding period of the shares of the Amalgamating
Corporation converted thereto if such shares were capital assets in the hands of the converting shareholder.

(d) Cash received in lieu of a fractional share interest in LAC will be treated as received in payment for such
interest. A United States shareholder will recognize a gain or loss equal to the difference between the cash
received and the basis of the fractional share interest, and such gain or loss will be capital gain or loss if the
converted shares were capital assets in the hands of the shareholder.
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For the purpose of the foregoing, a United States shareholder includes a United States citizen or resident, a United
States corporation or other person who would be subject to United States federal income tax if such person sold shares
of an Amalgamating Corporation at a gain.

The foregoing opinion may not apply to any “U.S. shareholder” of any Amalgamating Corporation that is, or
under certain circumstances was, controlled by United States persons, i.e., a United States person or entity who has
owned directly or indirectly 10 percent or more of the voting power of an Amalgamating Corporation or any predecessor
at a time when that shareholder and other such “U.S. shareholders™ owned directly or indirectly in aggregate 50 percent
or more of such voting power.

Section 367(b) Notice. Generally, the notice described in Treasury Regulation Section 7.367(b)-1(c) (the “Section
367(b) Notice™) must be filed by a United States shareholder who is required to file a United States federal income tax
return for the taxable year in which the Amalgamation occurs in order for the amalgamation of an Amalgamating
Corporation to qualify as a reorganization with respect to the shareholder, unless the shareholder did not realize any gain
or other income on the conversion of the shares of an Amalgamating Corporation to shares of LAC (i.e., unless the basis
of the shares of an Amalgamating Corporation converted by the shareholder at least equals the value of the shares of
LAC received). A separate Section 367(b) Notice must be filed with respect to each Amalgamating Corporation in
which the shareholder owned shares converted in the Amalgamation. The Section 367(b) Notice must be filed on or
before the last date for filing (including extensions) the federal income tax return for the shareholder’s taxable year in
which the Amalgamation occurs, either at the Internal Revenue Service Center where the shareholder files a return or
with the District Director having jurisdiction over such return. LAC will provide a form of Section 367(b) Notice to
each holder of record with a United States address who receives shares of LAC in the Amalgamation.

If a shareholder required to file the Section 367(b) Notice does not properly file the notice, the Internal Revenue
Service may treat the conversion of shares of the Amalgamating Corporation as a taxable transaction with respect to
such shareholder.

In addition, under a provision of the Tax Reform Act of 1984, Treasury regulations may be issued which will
require a shareholder to provide the Internal Revenue Service with information concerning the Amalgamation, and a
failure to comply may subject the shareholder to a penalty equal to 25 percent of the gain realized on the conversion
of shares of an Amalgamating Corporation to shares of LAC.

The advice of Sullivan & Cromwell is based upon representations by certain executive officers of the Amalga-
mating Corporations with respect to the business, assets and shareholders of the Amalgamating Corporations and LAC
and the continued ownership of shares of the shareholders of the Amalgamating Corporations. It is also based upon an
assumption that dissenters’ rights will be exercised with respect to less than that number of shares of an Amalgamating
Corporation the fair market value of which equals 10 percent of its net worth. If more than that number of shares of
an Amalgamating Corporation are exchanged for their fair value pursuant to the procedures described under “Right of
Dissent”, the conversion of shares in that Corporation to shares in LAC may not qualify as a reorganization with respect
to the shareholders of such Amalgamating Corporation with the result that conversions of shares of that corporation may
be taxable.

Because the tax consequences of the Amalgamation may vary depending upon the particular circumstances of each
shareholder and other factors, shareholders of the Amalgamating Corporations are urged to consult with their own tax
advisors to determine the particular tax consequences of the Amalgamation (including the application of federal income
taxes and any Income Tax Convention to them and the application and effect of state and local income and other tax
laws to them).

DESCRIPTION OF LAC

When the Amalgamation becomes effective, the Amalgamating Corporations will continue as one corporation
having the name LAC Minerals Ltd. and will be governed by the Articles of Amalgamation to be filed in connection
with the Amalgamation under the Ontario Act. The Amalgamation Agreement will form part of the Articles of
Amalgamation. LAC will have all of the assets and be subject to all of the liabilities of the Amalgamating Corporations.
See the descriptions of the Amalgamating Corporations and the consolidated or unconsolidated financial statements
thereof in this Prospectus and Joint Proxy Statement. Set forth below is a description of certain material information

respecting LAC.

Share Capital

LAC will be authorized to issue an unlimited number of common shares and an unlimited number of preferred
shares without par value issuable in series. These common shares could be issued in connection with acquisitions by
LAC, stock dividends or other general corporate purposes. Numerous common shares could be issued which could
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be used to dilute the stock ownership of persons seeking to obtain control of LAC, making a takeover of LAC more
difficult and, therefore, less likely. Each of the Amalgamating Corporations is authorized to issue only a limited number
of common shares and none of such corporations is authorized to issue preferred shares. The text of the rights,
privileges, restrictions and conditions attaching to the common and preferred shares of LAC is set out in paragraph 6
of the Amalgamation Agreement. The following is a summary of the material rights, privileges, restrictions and
conditions that will attach to the common shares and to the preferred shares as a class. The rights, privileges,
restrictions and conditions to be attached to each series of preferred shares will be fixed by the directors without
shareholder approval.
Common Shares

Each common share will rank equally with all other common shares. Holders of common shares will be entitled
to one vote per share at all meetings of shareholders other than meetings of holders of a series or class of preferred
shares. The common shares will be subject to the rights of the preferred shares with respect to the payment of dividends
and distribution of assets in the event of the liquidation, dissolution or winding-up of LAC.
Preferred Shares

The preferred shares will be issuable in series. The preferred shares of each series will rank on a parity with the
preferred shares of every other series and will be entitled to preference over the common shares and any other shares
ranking junior to the preferred shares with respect to the payment of dividends and distribution of assets in the event
of the liquidation, dissolution or winding-up of LAC. The directors will be empowered to fix the rights to be attached
to the preferred shares of each series, including the amount of dividends, conversion rights, voting rights and redemp-
tion rights. The preferred shares will provide LAC with flexibility in raising capital for expansion, exploration and
general corporate purposes.

Gold Purchase Warrants and 8% Debentures

In 1984, Lac Minerals issued U.S. $50,000,000 of 8% Debentures due April 15, 1989 (the “Debentures™) and
200,000 Gold Purchase Warrants (the “Warrants™). LAC will assume the rights and obligations of Lac Minerals relating
to the Debentures and the Warrants. See “Lac Minerals Ltd. - Share Capital, Gold Purchase Warrants and 8%
Debentures”. The claim of a Debenture or Warrant holder will rank on a parity with that of other unsecured creditors
and prior to the rights of the holders of LAC common shares in the event of the liquidation, dissolution or winding-up
of LAC.

Benefit Plans

Outstanding options granted under the stock option plans of Lac Minerals and Little Long Lac will continue to be
exercisable after the Amalgamation has become effective. It is expected that the board of directors of LAC will adopt
the pension and life insurance plans and the Geologists’ Royalty Plan of Lac Minerals. See “Lac Minerals Ltd. -
Management™ and “Little Long Lac Gold Mines Limited - Management”.
By-laws

The general and borrowing by-laws of LAC will be in the form set out in Appendix 5. Such by-laws provide,
among other things, that the quorum at any meeting of sharcholders where the shareholders are asked to consider any
vote on the removal of any director or directors from office, the election or appointment of any person as a director of
LAC not recommended by a majority of the directors then in office, the adding to the qualifications of a person to be
a director of LAC and certain other related matters shall be persons present holding or representing not less than 75%
of the total number of issued shares of LAC for the time being enjoying voting rights at the meeting. Such by-laws also
provide that notice of any meeting requisitioned by the holders of not less than 5% of the issued shares of LAC must
be given in the manner prescribed in the by-laws not less than 40 days but not more than 50 days before the date of the
meeting. Such provisions will make it difficult for third parties to remove incumbent directors and simultaneously gain
control of the board by filling these vacancies with their own nominees and thus increase the amount of time necessary
for holders of a majority of voting shares to gain control of LAC. No similar provisions are contained in the by-laws
of any of the Amalgamating Corporations.
Powers

There are no restrictions in the Amalgamation Agreement on the business that LAC may carry on or on the powers
that LAC may exercise.

Directors and Officers

The Amalgamation Agreement provides that the board of directors of LAC will consist of between seven and
twenty-one directors and also provides that the board of directors initially will consist of ten members, all of whom are
presently directors of Lac Minerals, and that the officers of Lac Minerals will be the officers of LAC. The board of
directors of Lac Minerals presently consists of twelve directors. For information concerning the remuneration of the
directors and officers of Lac Minerals, see “Lac Minerals Ltd. - Management”. It is not expected that the level of
remuneration of officers or directors will change as a direct result of the Amalgamation.

The following table sets forth certain information concerning the individuals named in the Amalgamation Agree-
ment as the directors and officers of LAC. Reference to Lac Minerals means Little Long Lac until June 1, 1982, Long
Lac Minerals Ltd. (No Personal Liability) from June 1, 1982 until December 31, 1982 and Lac Minerals thereafter.
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Name, Age and Position
with LAC

PETER ACKERMAN ALLEN (45)
President, Chief Executive
Officer and Director

JoHN CHARLES LEIGHTON ALLEN (74)
Director

JOHN ARTHUR DOWNING (69)
Director

PAUL FORTIN (47)
Director

JoHN EWART MOCKRIDGE (46)
Director

HARRISON EDWARD RUTETZKI (56)
Senior Vice President,
Operations and Director

DENNIS GERALD SHEEHAN (49)
Senior Vice President,
Exploration and Director

RICHARD PRICE SMITH (46)
Director

ROBERT CROOKS STANLEY, JR. (67)
Director

BARTON ARTHUR THOMSON (55)
Director

IaN THoMAS HOGG HAMILTON (45)
Senior Vice President and
General Counsel

DoNALD PAUL MOFFAT (47)
Senior Vice President,
Finance

JaMES McInTosH GiBBs (51)
Vice President,
Hemlo Development

RoLANDO Cruz FRANCISCO (34)
Treasurer

HazeL LEviTA RODRIGUES (46)
Corporate Secretary

Mr. Stanley is a director of Bay State Gas Co. John C.

Principal Occupation
During Past Five Years

President and Chief Executive Officer of Lac Minerals.

Retired. Prior to March 31, 1985,
President of John C. L. Allen Limited
(investment dealer).

President of Sunburst Resources Ltd.
(resource company).

Partner, Boisvert, Fortin, Surprenant (barristers and
solicitors). Prior to April 15, 1985, Associate of
Stikeman, Elliott (barristers and solicitors).

Vice President and director of Midland Doherty Limited
(investment dealer).

Senior Vice President, Operations of Lac Minerals. Prior
to May 1983, Vice President, Operations of Lac
Minerals. Prior to November 1981, General Manager of
Willroy Mines Limited and other predecessors of Lac
Minerals.

Senior Vice President, Exploration of Lac Minerals. Prior
to January 1983, Vice President, Exploration of Lac
Minerals.

Barrister and solicitor with Interprovincial Pipe Line
Limited (utility). Prior to 1980, barrister and solicitor
with the Ministry of the Attorney General (Ontario).
President of Lake Shore.

President of Barton A. Thomson & Associates, Ltd.
(consulting mining engineers). Prior to November 1981,
Senior Vice President, Production, Texasgulf Metals
Company (mining company) and General Manager of its
Kidd Creek Complex.

Prior to March 1984, Vice President and General
Counsel of Lac Minerals. Prior to January 1982,
Corporate Secretary and General Counsel of Lac
Minerals.

Senior Vice President, Finance of Lac Minerals since
January 1985. Prior thereto, Senior Financial Officer and
a Partner of Bregman & Hamann, Architects &
Engineers.

Vice President, Hemlo Development of Lac Minerals
since August 1983. Prior to August 1983, independent
consultant. Prior to July 1982, Manager, Mineral
Production, Minerals Group, Shell Canada Resources Ltd.
Treasurer of Lac Minerals. Prior to January 1982,
Controller of Lac Minerals. Prior to January 1981,
Assistant Treasurer and prior to January 1980, Chief
Accountant of Lac Minerals.

Corporate Secretary of Lac Minerals since January 1982.
Prior to January 1982, Assistant Secretary of Lac
Minerals.

L. Allen is Peter A. Allen’s father. Messrs. Downing, Smith

and Thomson are expected to comprise LAC’s audit committee. Under the Ontario Act, the audit committee must
review the financial statements of LAC and report thereon to the board of directors before such financial statements are
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approved by the board. It is not expected that LAC will have a compensation committee or a nominating committee.
It is expected that each of the directors of LAC will be paid directors’ fees of $8,500 per annum, plus expenses incurred
to attend meetings of the board of directors and that members of the audit committee will receive expenses incurred to
attend committee meetings.

The Articles of Amalgamation provide for a classified board of directors. The directors will be divided into three
classes, each class to be as nearly equal in number of directors as possible, and will serve staggered terms. Messrs.
Mockridge, Thomson and Fortin will serve as directors for a one-year term expiring at the first annual meeting of
shareholders, Messrs. John C. L. Allen, Downing and Stanley will serve as directors for a two-year term expiring at
the second annual meeting of shareholders and Messrs. Peter A. Allen, Rutetzki, Sheehan and Smith will serve as
directors for a three-year term expiring at the third annual meeting of shareholders, in each case until their respective
successors are duly elected or appointed. Starting with the second annual meeting of shareholders, one class of directors
will be elected each year for a three-year term. By providing that directors will serve staggered three year terms rather
than one year terms, the continuity and stability of LAC’s management and policies will be enhanced since a majority
of the directors at any given time will have prior experience as directors of LAC. None of the Amalgamating
Corporations has had a problem with respect to such continuity and stability in the past. None of the Amalgamating
Corporations presently has a classified board of directors and accordingly all of their directors could be changed at one
annual meeting. Under LAC’s charter, at least two annual meetings will be necessary to change a majority of the board
of directors. The existence of a staggered board of directors will make it more difficult to remove management or to
change the majority of the board of directors even when the only reason for the change may be the performance of the
present directors. Subject to certain limitations, the Ontario Act provides that a quorum of directors may fill a vacancy
among the directors and that such newly appointed or elected director shall hold office for the unexpired term of his
predecessor.

It is expected that officers will be appointed annually by the board of directors for one-year terms.

Dividend Policy

It is not expected that LAC will have a formal dividend policy but that dividends will be paid where, in the
judgment of the board of directors, funds surplus to its needs are available for distribution to shareholders. The payment
of dividends will be considered twice yearly for disbursement in June and December.

In May 1985, Lac Minerals declared a dividend totalling 30 cents per share payable in two equal instalments on
June 3 and on a date in December 1985 to be announced. LAC will be liable for the payment of dividends declared but
not paid by Lac Minerals prior to the Amalgamation. None of the other Amalgamating Corporations has declared any
dividends which remain unpaid.

LAC Pro Forma Financial Information

The pro forma financial information below gives effect to the amalgamation of the Amalgamating Corporations

accounted for as a pooling of interests. The financial information for the three months ended March 31, 1985 and 1984

reflects only normal recurring adjustments. See the pro forma condensed combined financial statements of LAC.
Three months

ended March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(dollars in thousands, except per share amounts)
REVENTES o = svas: 5 s 5 avan o505 ok $ 39982 § 41592 § 169,783 § 157,376 $ 130,666 $ 139,084 § 73,427
Earnings before extraordinary items . . 7.109 9,510 31,791 27,702 22,232 42,205 9,335
Earnings (loss) after extraordinary items 7.109 9,510 31,791 27,832 22,832 42,637 (10,458)
Earnings per share before extraordinary
Mems . ..ot 0.27 0.37 1.21 1.14 0.98 1.87 0.41
Earnings (loss) per share after
extraordinary items . ........... 0.27 0.37 1.21 1.15 1.01 1.88 (0.46)
Dividends per share(1X2) . . . .. 0.33 0.33 0.48 0.47 0.04
Number of shares outstanding for
Earnings per share. . .. ......... 26,672,780 25,506,889 26,246,648 24,219,258 22,670,051 22,620,498 22,620,498
Dividends per share. ........... 26,621,556 24,980,661 22,678,908 22,620,498 22,620,498
Pro forma financial information in
accordance with U.S. GAAP
Earnings . ................. 3,007 31,244
Earnings per share........... 0.11 1.19

(1) Dividends paid in 1984 and 1983 were U.S. $0.23 and U.S. $0.22, respectively, based on the average Noon Buying
Rate on the respective dates of payment. Dividends paid in 1982, 1981 and 1980 were U.S.$0.39, U.S.$0.39 and
U.S.$0.03, respectively, based on the average Noon Buying Rates for each year.

(2) Because Lac Minerals is the major source of dividends, pro forma dividends per share exclude dividends paid by
Little Long Lac, Lake Shore and Wright.

(3) The book value per share at March 31, 1985 was $8.80 based upon 26,672,780 shares outstanding.
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LAC Pro Forma Consolidated Capitalization

The following table sets forth the capitalization as at March 31, 1985 of each of the Amalgamating Corporations and
the pro forma consolidated capitalization of LAC as at March 31, 1985 giving effect to the Amalgamation and should
be read in conjunction with the Financial Statements and Notes thereto for each of the Amalgamating Corporations and
the Pro Forma Condensed Combined Financial Statements and Notes thereto appearing elsewhere herein.

Lac Little Long Lake Pro Forma LAC
Minerals Lac Shore Wright Adjustments(l) Pro Forma

(dollars in thousands)
Long-term debt
Obligations under
capital leases
(excluding current

POrHOn): ¢ so i s $ 352 3 352 $ (352) 352
8% Debentures due April

15, 1989

(U.S. $50,000,000) .. 68,350 68,350 (68,350) 68,350
Advances from Lac Group

COMPANIes .i: v s vvs 13,500 3,500 (17,000)
Total long-term debt. ... 82,202 72,202 (85,702) 68,702

Shareholders’ equity
Capital stock

Common shares ... 137,709 $ 15,468 5,105 $ 10,277 (57,375) 111,184
(29,633,389 shs.) (4,096,668 shs.) (5,104,499 shs.) (9,962,876 shs.) (26,692,280 shs.)
Contributed surplus . . 12 9,668 5 (9,685)
Retained earnings.... 92,957 68,661 117,298 25,739 (181,234) 123,421
230,666 84,141 132,071 36,021 (248,294) 234,605

Less: Pro rata interest in
the cost to Lac Group
companies of their
investments in shares

of the Company .. ... 3,394 7,503 4,575 (15,472)
Total shareholders’ equity 227,272 76,638 127,496 36,021 (232,822) 234,605
Total capitalization . . . .. $309,474 $ 76,638 $199,698 $ 36,021 $(318,524)  $303,307
NoOTE:

(1) See Pro forma Condensed Combined Statement of Financial Position and Notes to Pro Forma Condensed Combined
Financial Statements for detailed information relating to pro forma adjustments.

(2) Stock options with respect to 274,241 common shares were outstanding at March 31, 1985.

(3) Pro forma deferred taxes at March 31, 1985 amounted to $60,948,000.

For a discussion respecting liquidity and capital resources, see “Lac Minerals Ltd. - Liquidity and Capital
Resources™.

LAC EMPLOYEE INCENTIVE PLAN

The shareholders of each Amalgamating Corporation will be asked to approve the provisions of the LAC Employee
Incentive Plan at the Meetings. Such Plan appears as Appendix 8 and consists of an Employee Share Purchase Plan,
an Employee Share Option Plan and an Employee Share Bonus Plan for the benefit of designated employees of LAC,
including officers thereof, whether or not directors. The purpose of the LAC Employee Incentive Plan is to encourage
equity participation in LAC by its full time employees and consultants through the acquisition of LAC common shares.
The Plan will be administered by an employee incentive plan committee (the “Employee Incentive Plan Committee™)
of the board of directors of LAC which will be composed entirely of directors who are not eligible to participate in the
Plan. If the Amalgamation becomes effective and the Plan is approved by the shareholders of each of the Amalgamating
Corporations, it is expected that the Plan will be adopted by the board of directors of LAC immediately after the
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Effective Date. The resolution approving the Plan is required to be passed by a majority of the votes cast at each
Meeting. Amendments to the Plan may be approved by the Employee Incentive Plan Committee and will be subject to
any necessary approvals of any regulatory authority having jurisdiction over the securities of LAC provided that any
amendment which would (i) materially increase the number of shares which might be issued, (ii) materially increase
the benefits to participants or (iii) materially modify the requirements as to eligibility for participation shall also be
approved by the affirmative votes of the holders of a majority of the shares present, or represented, and entitled to vote
at a meeting of the shareholders of LAC before it becomes effective.

The number of LAC common shares to be made available for the Share Purchase Plan, the Share Option Plan and
the Share Bonus Plan, individually and collectively, shall be determined from time to time by the Employee Incentive
Plan Committee but shall not exceed 10% of the total number of issued and outstanding LAC common shares on
December 31 of the immediately preceding year or that number of LAC common shares permitted under the rules of
any regulatory authority having jurisdiction over the securities of LAC, which ever is the lesser. Numerous common
shares could be issued pursuant to the Plan which could make a takeover of LAC more difficult and, therefore, less
likely.

Employees who participate in the LAC Employee Incentive Plan will be required to include in the computation of
their income from employment for Canadian federal income tax purposes the amounts of any benefits received or
deemed to be received thereunder. These benefits may include the contributions by LAC in respect of an employee
participating in the Share Purchase Plan, the value of LAC common shares issued to an employee participating in the
Share Bonus Plan and all or part of the difference between the value of LAC common shares at the date of their
acquisition by an employee participating in the Share Purchase Plan or the Share Option Plan and the amount paid to
LAC by him therefor.

LAC may not be entitled to any deductions for income tax purposes in respect of the benefits conferred upon its
employees pursuant to the LAC Employee Incentive Plan.

Share Purchase Plan

The Share Purchase Plan is designed to encourage and assist full-time employees of LAC to purchase LAC
common shares on a regular basis. Full-time employees of LAC who have been continuously employed by LAC or by
LAC and one of the Amalgamating Corporations, in each case, for at least one year (or less, at the option of the
Employee Incentive Plan Committee) are eligible each January 1 to participate in the Share Purchase Plan. Each eligible
employee may contribute up to 5% of his basic annual salary to the Share Purchase Plan through monthly deductions.
On a quarterly basis, LAC will contribute an amount equal to 50% of the employee’s contributions to such date and
each participating employee will then be issued LAC common shares having a value equal to the amounts contributed
by such employee and LAC. It is estimated that approximately 1,000 persons will be entitled to participate in the Share
Purchase Plan when the Amalgamation becomes effective.

Share Option Plan

The Share Option Plan is intended to promote the interests of LAC and its shareholders by making provision for
stock options as an additional incentive to attract, retain and motivate full-time officers, salaried employees and
consultants retained for a period in excess of two years, who will make important contributions to the success of LAC.
The Employee Incentive Plan Committee may, in its discretion, determine which officers, employees or consultants
will be granted options, the number of LAC common shares to be the subject of each option, the purchase price of such
shares and the duration of the option, which may not exceed five years provided that the same is permitted by all
relevant regulatory authorities. The Employee Incentive Plan Committee may also impose other terms and conditions
respecting any option granted as it may consider appropriate or necessary. It is estimated that approximately 385
persons will be eligible to participate in the Share Option Plan when the Amalgamation becomes effective.

Share Bonus Plan

The Share Bonus Plan is also intended to promote the interests of LAC and its shareholders by permitting the
Employee Incentive Plan Committee, in its discretion, to issue LAC common shares to full-time salaried employees of
LAC as a bonus in recognition of services provided to LAC or one of the Amalgamating Corporations by such
employees. The issuance of LAC common shares to such employees may be subject to such terms and conditions as
are determined by the Employee Incentive Plan Committee. It is estimated that approximately 385 persons will be
eligible to participate in the Share Bonus Plan when the Amalgamation becomes effective.
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FOREIGN INVESTMENT REVIEW ACT AND INVESTMENT CANADA ACT

The Foreign Investment Review Act (Canada) prohibits the acquisition of control of LAC by a ‘non-eligible person’
(as such term is defined in such Act) or a group of ‘non-eligible persons’ unless such acquisition has been approved by
the federal government of Canada. New legislation to replace the Foreign Investment Review Act entitled the
Investment Canada Act has recently been passed. The new Act, like its predecessor, will, upon proclamation, prohibit
the acquisition of control of LAC by a ‘non-Canadian’ (as such term is defined in such Act) without the prior approval
of the federal government of Canada. Both Acts contain rules as to what constitutes an acquisition of control which
could arise on an acquisition of substantially less than a majority of the voting shares of LAC. The new Act provides
that acquisitions in excess of $5 million of assets may be reviewed.

SECURITY HOLDINGS OF CERTAIN PERSONS

The following table sets forth the numbers and percentages of the outstanding shares of the Amalgamating
Corporations beneficially owned, directly or indirectly, by the directors of the Amalgamating Corporations as at May
31, 1985. The table also sets forth the number and percentage of LAC common shares into which the shares of the
Amalgamating Corporations will be converted as a consequence of the Amalgamation. Percentages of less than 0.1%
are not indicated.

Little
Lac Minerals Long Lac Lake Shore Wright LAC
Shares Shares Shares Shares Common Shares
Peter AL ANlent) . . e s s g e g 455,759 1,083,339
(11.13%) (4.06%)
John C. L. Allen()) . ... ............. %] 2
John A. Downing® . ................ 10,426 10,426
Paul Fortin®) ......................
Ian T. H. Hamilton®). . .. ............ 2,366 6,150 16,985
(0.15%)
Mark Hoffman™® . .................. 1,000 1,000 3.377
John E. Mockridge®). . .............. 655 100 893
Harrison E. Rutetzki™®) . .............
Dennis G. Sheehan®). . . ............. 195,000 463,515
(4.76%) (1.74%)
Richard P. Smith®@). ... .............. 248(6) 9,600 23,067
0.23%)
Robert C. Stanley, Jr.(1) . ............ 16,449 303,055 8,025 1,000 760,349
(7.4%) 0.16%) (2.85%)
Barton A. Thomson®) .. .............
Colin W, Webster(S) .. ............... 5,894(7) 13,406(7 37,760
(0.32%) (0.14%)
Donald C. Webster(3) . .. ............. 120,000(8) 285,240
(2.93%) (1.07%)
Directors and officers of the
Amalgamating Corporations as a group 37,038 1,104,070 8,025 1,005 2,684,953
(0.12%) (26.95%) (0.16%) (10.07%)

(1) Director of each of the Amalgamating Corporations.

(2) Director of Lac Minerals, Little Long Lac and Lake Shore.

(3) Director of Lac Minerals, Little Long Lac and Wright.

(4) Director of Lac Minerals.

(5) Director of Little Long Lac.

(6) Shares held in trust for Mr. Smith’s children.

(7) Shares held by a holding company controlled by Mr. Colin W. Webster.

(8) Shares held by a holding company of which Mr. Donald C. Webster is the President and a director. The shares of
such holding company are held by three trusts and Mr. Webster is the trustee of one of such trusts. The
beneficiaries of such trusts are Mr. Webster's grandchildren.
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EXPERTS

The audited consolidated financial statements of Lac Minerals and Lake Shore and the audited financial statements
of Little Long Lac and Wright included in this Prospectus and Joint Proxy Statement have been examined by Thorne
Riddell, independent chartered accountants, for the years and to the extent set forth in the auditors’ reports in respect
thereof. Such financial statements have been included herein in reliance upon such reports given upon the authority of
such accountants as experts in accounting and auditing. It is expected that Thorne Riddell will act as auditors for LAC.
Thorne Riddell have advised the Amalgamating Corporations that its representatives will be present at the Meetings,
where such representatives will have the opportunity to make a statement, if they desire to do so, and to respond to
appropriate questions.

The references to reports of Glenn R. Clark, P.Eng., consulting engineer, as to Lac Minerals’ ore reserves at
Doyon, Bousquet and Macassa have been included herein in reliance upon the authority of such consulting engineer as
an expert in the evaluation of ore reserves.

The reference to a report and letters of David S. Robertson & Associates, consulting geologists and mining
engineers, as to Lac Minerals’ ore reserves at the Hemlo Project has been included herein in reliance upon the authority
of such consulting geologists and mining engineers as experts in the evaluation of ore reserves.

The references to a report of Coles Nikiforuk Pennell Associates Ltd., petroleum consultants, as to Lac Minerals’
oil and gas reserves have been included herein in reliance upon the authority of such petroleum consultants as experts
in the evaluation of oil and gas reserves.

None of the foregoing beneficially owns any shares of Lac Minerals, Little Long Lac, Lake Shore or Wright.

LEGAL MATTERS

The matters referred to under “The Amalgmation - Income Tax Considerations - Canada™ and other legal matters
relating to the Amalgamation, including the validity of the LAC common shares, will be passed upon by the law firm
of Fraser & Beatty, Toronto, Ontario.

The United States tax matters refered to under “The Amalgamation - Income Tax Considerations — United States
- The Amalgamation” will be passed upon by the law firm of Sullivan & Cromwell, New York, New York.

SHAREHOLDER PROPOSALS

Any shareholder of LAC who intends to present a proposal for inclusion in the Proxy Statement for action at the
first meeting of shareholders of LAC must submit such proposal to the registered office of LAC at least 60 days before
such Proxy Statement is mailed.

ADDITIONAL INFORMATION

The Amalgamating Corporations have filed with the SEC a registration statement (herein, together with all
amendments thereto, referred to as the “Registration Statement™) under the Securities Act of 1933 with respect to the
LAC common shares to which this Prospectus and Joint Proxy Statement relates. As permitted by the rules and
regulations of the SEC, this Prospectus and Joint Proxy Statement does not contain all of the information set forth in
the Registration Statement. For further information, reference is made to the Registration Statement and the exhibits
filed as part thereof, copies of which may be obtained from the Public Reference Section of the SEC, Judiciary Plaza,
450 Fifth Street, NW., Washington, D.C. 20549 upon payment of the prescribed rates. Statements contained in this
Prospectus and Joint Proxy Statement as to the contents of any agreement or other document referred to are not
complete, and where such agreement or other document is an exhibit to the Registration Statement, each such statement
is deemed to be qualified in all respects by the provisions of the exhibit.
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LAC MINERALS LTD.

THE COMPANY

Lac Minerals was formed by articles of amalgamation under the laws of the Province of Ontario on December 31,
1982 as part of the reorganization of several companies effectively controlled by Little Long Lac. The principal
business of Lac Minerals is the exploration for and development of natural resources in Canada and the United States,
chiefly gold, and to a lesser extent other minerals and hydrocarbons. These activities are conducted in Canada by Lac
Minerals and in the United States through Long Lac Mineral Exploration (Texas), Inc., which is a wholly-owned
subsidiary of Lac Minerals. In this Prospectus and Joint Proxy Statement reference to Lac Minerals includes Lac
Minerals, its subsidiary and all predecessor companies unless the context otherwise requires. Lac Minerals is a member
of a group of companies known as the “Lac Group”. The group consists of Little Long Lac and companies effectively
controlled by it, being Lac Minerals, Lake Shore, Wright and wholly-owned subsidiaries of such corporations. For
certain segmented data concerning the operations and assets of Lac Minerals, see Note 11 of the Notes to the
Consolidated Financial Statements thereof.

THE LAC MINERALS MEETING

Voting Shares and Principal Holders Thereof

As at June 20, 1985, Lac Minerals had outstanding 29,652,889 common shares without nominal or par value, each
carrying the right to one vote per share at the Lac Minerals Meeting. Such common shares are the only securities of
Lac Minerals entitled to be voted at the Lac Minerals Meeting.

To the knowledge of the directors and officers of Lac Minerals, no person beneficially owns, or exercises control
or direction over, more than five per cent of the outstanding Lac Minerals common shares except the following:

Percentage of

Number of Lac Qutstanding
Minerals Lac Minerals
Name and Address Common Shares Common Shares
Lake Shore Mines, Limited(1) . . . . ... . ... 15,130,336 51.06

Suite 2105, North Tower

Royal Bank Plaza

Toronto, Ontario

Little Long Lac Gold Mines Limited@3) .. ... ... ... ... ........... 3,034,936 10.24
Suite 2105, North Tower

Royal Bank Plaza

Toronto, Ontario

(1) Of the 15,130,336 shares owned by Lake Shore, 8,651,283 shares are registered in the name of a nominee of
529068 Ontario Limited (“529068"), which is a 58% owned subsidiary of Lake Shore and 6,479,053 shares are
owned of record and beneficially by Lake Shore. Lake Shore also effectively controls Wright which owns the
balance of the outstanding shares of 529068.

(2) Little Long Lac owns these shares of record and beneficially and it effectively controls Lake Shore.
(3) Peter A. Allen owns or controls approximately 11% of the outstanding shares of Little Long Lac.

22



BUSINESS AND PROPERTIES

Lac Minerals conducts its business through three divisions: the Mining Division which consists primarily of Lac
Minerals’ three principal operating gold mines (La Mine Doyon, La Mine de Bousquet and the Macassa Mine), and
which also includes the Lake Shore mine and the Hemlo Project; the Exploration Division which conducts all mineral
exploration activities; and the Oil and Gas Division which conducts oil and gas exploration and development activities
in Canada and the United States. The following is a description of the principal assets and operations of Lac Minerals.

Location Maps

Western Canada Eastern Canada

BRITISH CDLUMBI#/

ONTARIO

@EDMONTON

e5
®CALGARY
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@ Oil and Gas M Mineral Exploration Projects B Mining Properties or Mineral Exploration Projects
Alberta Properties British Columbia Ontario Properties Québec Properties

1 Dunvegan Property 1 Hemlo 4 Doyon

2 McLeod River 6 Copper Giant 2 Macassa 5 Bousquet

3 Edson South 3 Milton 6 Est-Malartic

4 Scapa 7 Terrains

5 Westward Ho 8 Barraute

Mining Division

Doyon Joint Venture

Lac Minerals owns a 50% joint venture interest in La Mine Doyon (“Doyon”), an open pit gold mine located in
Bousquet Township near the town of Cadillac, Quebec. Based on production, Doyon is the second-largest gold mine
in Canada. The remaining interest in this mine is held by La Société Québecoise d’Exploration Miniére (“SOQUEM™).
Lac Minerals and SOQUEM share equally in the production from Doyon subject to a royalty payable to Odyno Miniere
Inc. (*“Odyno™) for gold produced from claims formerly owned by Odyno, which claims contain 81% of the currently
known ore reserves. In satisfaction of its portion of this royalty, Lac Minerals delivers 1% of its share of the gold
production from the Doyon claims to SOQUEM, which in turn pays Odyno.

Doyon consists of a mining lease and development licences covering approximately 4,350 acres. The facilities at
Doyon consist of a mill, a refinery, a crushing and screening plant, maintenance shops, a head frame, a hoist room and
surface facilities, a warehouse and an administration and mine office building. Doyon is operated by Lac Minerals at
cost and Lac Minerals and SOQUEM contribute equally to capital and operating costs.

Regular production at Doyon began in March 1980 from an open pit at the rate of 1,375 tons per day, was
expanded to 3,262 tons per day during 1983 and by the end of 1984 was operating at 3,474 tons per day. The operation
uses conventional open pit mining methods, employing blast-hole drilling to break ore and waste. The ore and waste
are transported from the pit to a nearby primary crusher. After primary crushing the ore is treated at one of three
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locations: the on-site mill, Lac Minerals’ Est-Malartic custom mill and the smelter owned by Noranda Mines Limited
(“Noranda™) at Noranda, Quebec. From time to time ore may also be treated at Lac Minerals’ Terrains custom mill.
See “Milling Operations™.

The on-site mill uses a conventional cyanidation treatment process and went into operation in December 1982, It
is now operating at a rate of 1,570 tons per day or 40% of the current production from the mining operations at Doyon.

A total of 1,268,000 tons of Doyon ore were milled during 1984 at the on-site mill, the Est-Malartic mill and the
Noranda smelter. This was a 10.8% increase in production from the previous year. Lac Minerals’ share of 1984
production was 93,135 ounces, compared with 78,946 ounces in 1983, net of royalties.

The increased gold production during 1984 was attributable to better grades of ore, a higher rate of recovery and
a higher milling rate. Higher production levels also contributed to a substantial reduction in cash operating costs.

The first phase of development of an underground mine at the Doyon Joint Venture was started during the second
half of 1984 and completed in February 1985. Budgeted at $8,200,000 for Lac Minerals’ portion of which $6,100,000
was spent during 1984, this phase included construction of a headframe and surface complex and some initial
underground development work. Shaft sinking and underground development work were started in February 1985. The
shaft is planned to be completed to a depth of 2,100 feet in 1985. The shaft will be a rectangular, four compartment
timbered shaft and will have lifting capacity of 2,700 tons of ore per day. Underground mining will be carried out using
trackless diesel equipment with tracked electric haulage equipment. It is planned that the ore will be mined principally
by two methods, the Avoca sublevel cut and fill method and open stope mining with delayed fill.

Construction of a declined access ramp was begun in 1983 to provide access for further diamond drilling and
evaluation of the potential for underground mining of the downward extension of the ore body under the existing pit.
In late 1983, a north-west south-east trending vein structure was discovered west of the open pit. This new structure
has been demonstrated by drilling to extend beyond the area of reserves reported and it is anticipated that the reserves
will be increased with further work. The declined access ramp will also provide access to the new area.

During 1984, work continued on the underground access ramp, which was driven 7,925 feet during the year. Of
this, 4,125 feet were in the main zone and 3,800 feet were in the west zone. About 13,250 tons of the development ore
at an average grade of 0.26 ounces of gold per ton were mined during 1984 in the west zone using the ramp. This
development work also permitted extensive underground exploration, primarily in the main zone. A total of $4,042,000
was spent on the underground exploration during 1984, of which Lac Minerals’ portion was $2,021,000.

The size of the Doyon pit was expanded along the east and north walls in 1983, The daily removal of pit waste
and overburden averaged 23,015 tons per day and ore was removed at an average of 3,281 tons per day in 1984. The
stripping ratio in 1984 averaged 7.0 to 1 compared to 8.9 to 1 in 1983 and is expected to be 4.7 to 1 in 1985. When
the open pit is mined out in 1988 according to the present pit design, it is estimated that the overall stripping ratio will
have been 5.8 to 1 with 8,058,000 tons of the ore removed and 1,284,000 tons of stockpiled low grade ore (included
in waste tonnage) grading 0.05 ounces of gold per ton. It is possible that the pit may be extended to the west.

As the open-pit reserves are exhausted, the underground reserves will be brought into production. To ensure
minimal disruption for its employees, an underground mining skills training program has been introduced for interested
Doyon open-pit miners.

Lac Minerals’ portion of capital expenditures made during the year on new pit equipment and improvements to the
mill’s crushing plant and ventilation system totalled $1,300,000. Total capital expenditures during 1985 for the Doyon
underground project are expected to be approximately $10,000,000 of which $5,000,000 would be Lac Minerals’ share.
Exploration during 1985 will concentrate on the main ore zone and will examine whether there is deeper continuation
of the west zone.
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Selected Operating Data

The tables below summarize the operating statistics for Doyon and Lac Minerals’ joint venture interest therein for

the periods indicated:
Total Operation at Doyon

Three months

ended March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
Tons of Ore Milled (000’s)
Est=Malartic! : ooy oo ¢ vos vees s 166 108 510 576 582 388 172
Noranda: e s e v 50 7 055 niag s 33 48 184 112 218 192 208
On-Site .......coviiiiinnann.. 139 114 574 456 42
Terrains .. ..., 52
TOMAL ios wrsiass svavams siais 5 wives sravesy giwidta 338 270 1,268 1,144 894 580 380
Average Recovered Grade of Ore Milled
(ounces of gold per ton)
Est-Malartic .................... 0.137 0.147 0.151 0.141 0.170 0.192 0.158
Noranda........................ 0.118 0.138 0.137 0.133 0.219 0.233 0.207
ON=8ite « oy sown nms sms sames vy s 0.126 0.199 0.166 0.154 0.128
TOLTAINS s e ampie vl e Amsl 055 5 0.125
Average Gold Recovery Rate (%)
EsSt=Malattic « oo coes s savm s 93.34 9485 94.57 94.30 92.39 90.42 92.96
Norandas o ns S Sans S 90.81 91.82 91.92 90.81 93.22 93.57 94.00
On-Site ...........ccvvvvunnnn.. 95.55 96.01 95.86 95.40 93.43
Terrains . ............covunen.... 90.43
Production of Gold (ounces)(l)
Est-Malartic .................... 22,651 15,860 72,538 76,462 96,812 67,392 27,336
NOranda. ..o suwn o s swwn g s 3,948 6,715 23,098 15,522 44,600 41,714 42,788
ON=SIE! v s e mem % 2650 b 5 17,617 22,676 91,278 66,764 5,036
TEHAMS =2 vons s sen® g 5505 5 5,774
3 10 v | 44216 45,251 186,914 158,748 152,222 109,106 70,124
(1) Before deduction of 1% royalty paid with respect to ore from the Odyno claims.
Lac Minerals’ 50% Interest in Doyon
Three months
ended March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
Production of Gold (ounces)(1)
Est-Malartic ................ 11,326 7,930 36,269 38,231 48,406 33,696 13,668
Noranda.................... 1,974 3,357 11,549 7,761 22,300 20,857 21,394
On-Site .................... 8,808 11,338 45,639 33,382 2,518
TOrTAINS e v s swws pavsis & 2,887
Total ...........cooviiiit, 22,108 22,625 93,457 79,374 76,111 54,553 35,062
(1) Before deduction of 1% royalty paid with respect to ore from the Odyno claims.
Operating Cost per Ounce of Gold Produced
Production cost................ $ 239 § 215 $ 214 $ 249 $§ 162 $ 135 $ 150
Depreciation and amortization. . . . 75 66 70 35 43 39 28
$ 314 $ 281 $ 284 $ 284 $ 205 % 174 % 178
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Reserves

Ore reserves are calculated annually. The reserves at Doyon and Lac Minerals’ share thereof as at December 31,
1984 and 1983 shown in the tables below were independently confirmed in reports dated February 27, 1984 and April
19, 1985 (collectively, the “Clark Report™) prepared by Glenn R. Clark, P.Eng., consulting engineer. The limits of the
ore body have not yet been fully defined.

Total Operation at Doyon Lac Minerals’ 50% Interest in Doyon
1984 1983 1984 1983
Thousands Ounces of Thousands Ounces of Thousands Ounces of Thousands Ounces of
of Gold Per of Gold Per of Gold Per of Gold Per
Tons Ton Tons Ton Tons Ton Tons Ton
Open Pit Proven . ., ....... 3,880 0.137 4,804 0.131 1,940 0.137 2,402 0.131
Underground Probable . . ... 5,790 0.184 3,946 0.181 2,895 0.184 1,973 0.181

In calculating the average grade of ore reserves a statistical analysis of assays is done to arrive at the average grade.
Open pit reserves have been calculated assuming dilution of 10%. Experience at the adjacent Bousquet mine with
similar types of ore zones indicates that the probable reserves based on the drilling information do not need to be
diluted.

The cut-off grades for Doyon open-pit ore and Doyon underground are 0.05 and 0.08 ounces of gold per ton,
respectively.

A low-grade stockpile is maintained at Doyon for processing when milling capacity is available or when the price
of gold is such that processing is economic. At December 31, 1984, such stockpile consisted of 1,270,000 tons. (Lac
Minerals’ 50% interest being 635,000 tons) with a grade of 0.051 ounces of gold per ton. Such stockpile is made up
of ore mined from low-grade zones (grading 0.02 to 0.08 ounces of gold per ton) that occurred within the pit but were
considered too low-grade to process at the time of surveying. This material had to be moved and it was segregated from
the waste rock for possible use at a later date. The low-grade stockpile is processed when milling capacity is available
or the gold price is such that processing is economic. Ore from the stockpile can then be treated economically because
the volume of ore being treated covers the costs of milling.

Bousquet

Lac Minerals owns La Mine de Bousquet (“Bousquet™), an underground gold mine located in Bousquet Township
approximately 25 miles west of the town of Malartic in northwestern Québec. The property consists of two mining
leases and eight development licences covering approximately 850 acres. The facilities at Bousquet consist of mainte-
nance shops, a changehouse, a compressor room, a head frame, a hoist room, a warehouse, an administration and mine
office and storage areas. Production from the mine began in July 1979. Ore mined from Bousquet is trucked principally
to the Terrains custom mill. See “Milling Operations™.

The Bousquet underground mine (Zones 1 and 3) uses trackless diesel-driven equipment for mining and tracked
electric equipment for haulage and employs a retreat caving mining method with waste rock backfill being continually
added from the surface. The mine is serviced by a four compartment shaft as well as an access ramp from the surface
to the fifth level. The shaft was deepened during 1982 by 865 feet to 2,096 feet below the surface. The mine and shaft
have sufficient equipment and capacity to produce 1,500 tons of ore a day. Lac Minerals is considering automating the
hoist and adding a service hoist in the fourth compartment to increase production. The estimated cost of these
improvements is $1,200,000.

A low grade open pit (Zone 5) has been developed 425 feet north of the main underground mine and the waste
stripping provides rock backfill for the main underground operation. Production on a selective, grade-controlled basis
from this pit began in April 1985. The pit will supply ore for milling when there is a shortfall from Lac Minerals’ other
operations. Ore from the stockpile can then be treated economically because the volume of ore being treated covers the
costs of milling.

Gold production from Bousquet increased in 1984 by 4.6% from the previous year, and tons of ore milled
increased by 14.6%, primarily due to an increase in production from the low-grade, No. 5 Zone open-pit operation.
The amount of ore milled from the higher grade underground No. 1 and No. 3 Zones remained virtually the same.
Capital expenditures made at Bousquet during 1984 totalled $1,429,000 and included the purchase of new mobile
equipment to increase productivity. Capital expenditures at Bousquet during 1985 are budgeted at about $4,000,000 and
will include an improved ventilation system, new mobile equipment and plant improvements. Production from No. 1
and No. 3 Zones is budgeted to increase by a small margin during 1985.

Since 1981, as ore has been mined at greater depths, the mine has experienced difficult ground conditions. Lac
Minerals continues to work on a variety of measures to alleviate these conditions, including different mining methods,
support systems and backfill techniques. The alleviation of these conditions has increased operating costs since 1981,
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Selected Operating Data
The table below summarizes the operating statistics for Bousquet for the periods indicated:

Three months
ended March 31, Year ended December 31,

1985 1984 1984 1983 1982 1981 1980

Tons of Ore Milled (000’s) ................... 132 189 589 514 433 423 285
Average Recovered Grade of Ore Milled

(ounces O gold Perton ). . s v « s saamsme s 0.182 0.149 0.182 0.197 0.163 0.180 0.200
Average Gold Recovery Rate (%).............. 9294 93.00 9290 93.57 94.57 95.78 95.22
Production of Gold (ounces) .................. 24,072 28,246 99,425 95,068 70,500 76,945 57,054
Operating Cost per Ounce of Gold Produced

Production cost. . ........... ... ... $290  $266  $289  $280  $299  $239  $241

Depreciation and amortization. .............. 14 26 29 27 41 34 26

$ 304 $ 292 § 318 $ 307 $ 340 $ 273 § 267

Reserves
Ore reserves are calculated annually. The reserves at Bousquet as at December 31, 1984 and 1983 shown on the

table below were independently confirmed in the Clark Report. The limits of the ore body have not yet been fully
defined.

1984 1983
Thousands Ounces of Thousands Ounces of
of Gold Per of Gold Per
Tons Ton Tons Ton
Proven
Zones land 3. ... ... .. ... ... 4,637 0.140 1,179 0.150
Zone S ol v s s i SR s S SR TR T 4,914 0.060 5,010 0.056
Probable
P T [ B 1,770 0.140 3,809 0.145
Zone 5(1) 1,354 0.070 1,354 0.066

(1) Zone 5 reserves are processed only when mill capacity is available.

In calculating the average grade of ore reserves all assays in excess of one ounce per ton are cut to one ounce and
a dilution factor of 20% grading 0.02 ounces of gold per ton has been included in the calculation of reserves. The cut-off
grade for Bousquet is 0.08 ounces of gold per ton.

Macassa

Lac Minerals owns the Macassa Mine (“Macassa”), an underground gold mine located in the Township of Teck
near Kirkland Lake, Ontario, which commenced operations in October 1933. Macassa consists in part of 38 patented
mining claims owned outright covering approximately 1,400 acres. The property also consists of 36 patented mining
claims covering approximately 1,090 acres and 16 patented mining claims held under lease covering approximately 400
acres, all subject to varying royalty interests. Approximately 56% of the reserves at Macassa are subject to royalties.
The facilities at Macassa consist of a mill, a refinery, a mine office, a machine shop, a changehouse, two compressor
rooms, three headframes, three hoist rooms and a warehouse.

Macassa is an underground mine which uses tracked battery, electric and air-driven equipment and employs cut
and fill mining methods with waste rock backfill being provided from development mining. Access to the mine is
provided through shaft No. I sunk to 3,000 feet and two winzes, No. 1 from 3,000 feet to 4,600 feet and No. 2 from
4,600 feet to 6,950 feet. Shaft No. 2 sunk to 4,600 feet is used primarily for ventilation and material handling.

Approximately 61% of the known reserves are more than 4,000 feet to the west of shaft No. 1. As a result, the
bulk of ore mined comes from areas serviced by the No. 2 winze and it is necessary that such ore be handled at least
three times to bring it to the surface. The stoping areas with access to the No. 2 winze are approximately 5,500 feet
from the winze. Ore mined must be trammed to the No. 2 winze to be hoisted to the 4,600 foot level and trammed
another 1,100 feet to the No. 1 winze. Ore is then hoisted to the 3,000 foot level where it moves by conveyor to shaft
No. 1 and is finally hoisted to the surface. The existing shaft system has supplied the Macassa mill with an average of
334 tons of ore per day during the last two years.
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The distance of the bulk of the ore from the existing shaft and winzes as well as the multiple handling increases
the costs of the operation and limits further exploration to the west or to a greater depth. Accordingly, at a location
approximately one mile to the west of shaft No. 1, Lac Minerals is constructing shaft No. 3 which will be sunk to a
depth of 7,275 feet to permit more economic exploitation of existing reserves, mining of deeper reserves and
exploration to the west and at upper levels. Shaft No. 3 is a four compartment timbered shaft, with a lifting capacity
from full depth of 500 tons of ore per day. Surface facilities for the shaft consist of a headframe, a hoist room, a hoist
compressor room and a changehouse. The budgeted cost of the project is $31,000,000, of which $21,983,000 had been
spent to December 31, 1984, $9,000,000 is budgeted for 1985, of which $2,456,000 was spent to March 31, 1985.
Shaft sinking commenced on May 1, 1983 and the shaft intersected the mine’s active level at 4,250 feet in the third
quarter of 1984. The shaft reached the one-mile depth mark in February 1985, reached 5,965 feet in June 1985 and is
expected to reach its target depth of 7,275 feet in late 1985. When completed at 7,275 feet, shaft No. 3 will be the
deepest single-lift shaft in the western hemisphere. The No. 3 shaft will open up an area of exploration and known ore
between the 6,450 foot and 7,000 foot levels. The No. 3 shaft hoisting capacity will allow Macassa to increase ore
production, thereby lowering mining costs.

The on-site Macassa mill, which uses a conventional cyanidation process to extract gold, is currently operating at
its capacity of about 500 tons per day. It has been treating ore from the Lake Shore mine and will continue to do so until
the No. 3 shaft is producing ore, at which time ore from the Lake Shore mine will probably be treated at another mill
of Lac Minerals. A study is being conducted to examine the feasibility of increasing mill capacity to 750 tons per day,
which expansion Lac Minerals estimates will cost approximately $7,000,000.

Throughout its history, Macassa, like other mines in the area, has experienced difficult ground conditions. The
alleviation of such conditions has resulted in increased operating costs. Lac Minerals continues to work on a variety of
measures to provide stable mining conditions, including new support systems, backfill techniques and seismic testing
of high stress areas. The mine also encountered water problems during the past year, caused in part by water entering
the old abandoned mine shafts in the area. Recently, there has been a gradual lowering of water levels. In early 1985
Lac Minerals temporarily stopped work on the No. 3 shaft to install a new 650 gallon per minute pumping system.
Installation of the new pumping system was completed in June 1985.

Selected Operating Data
The table below summarizes the operating statistics for Macassa for the periods indicated:

Three months
ended March 31, Year ended December 31,

1985 1984 1984 1983 1982 1981 1980

Tons of Ore Milled (000°S) .| .c.uuieionn v inn 29 31 122 122 118 115 111
Average Recovered Grade of Ore Milled

(ounces:of pold per ton):ad ie: o s won b 0.487 0.532 0478 0.504 0.468 0.461 0.466
Average Gold Recovery Rate (%).............. 96.10 97.00 96.70 96.25 97.01 96.50 96.70
Production of Gold (ounces) .................. 14,032 16,640 58,472 59,230 53,357 51,190 50,000
Operating Cost per Ounce of Gold Produced

ProdUCtion COBt:as cun = s wsmme sus 5 wam s o0 $343  $297  $320  $294  $296  $279  $246

Depreciation and amortization. .. ............ 12 11 12 8 9 11 4

$ 355 $ 308 $ 332 § 302 $ 305 $ 290 $ 250

Reserves

Ore reserves are calculated annually. The reserves at Macassa as at December 31, 1984 and 1983 shown in the
table below were independently confirmed in the Clark Report. The limits of the ore body have not yet been fully
defined.

1984 1983
Thousands Ounces of Thousands Ounces of
of Gold Per of Gold Per
Tons Ton Tons Ton
|2 R ot S pyor e oy e e LB S I RN 1,067 0.525 988 0.510
PrODADIE c.ccoc cvisive aamins avers 5 sibiis cusiimns smasacs sgace sgwsans axwss suessse esme e 377 0.442 405 0.440



Based on historic recoveries all grades are cut by 10% and all intersections from diamond drilling are taken out
to a minimum mining width of 5 feet. Other dilution factors of between 10% and 50% are added depending on the
difficulty in mining and the rock-ore environment.

The cut-off grade for Macassa is 0.3 ounces of gold per ton.

Lake Shore

Lake Shore has granted to Lac Minerals the right to mine and treat the ore in the crown pillar and to mine
underground at the former Lake Shore mine at Kirkland Lake, Ontario, subject to a royalty interest payable to Lake
Shore of 50% of the net profits from the operations after recovery by Lake Shore and Lac Minerals of their costs. The
Lake Shore mine, which was in production for more than 40 years and was the largest gold producer of the mines in
the Kirkland Lake area, ceased production in 1965 because of dangerous ground conditions and low prices for gold at
the time. The Lake Shore property consists of seven patented mining claims covering approximately 158 acres in Teck
Township located in the Town of Kirkland Lake, Ontario. In 1984, 65,200 tons of ore were milled at the Macassa and
Terrains mills and 37,944 ounces of gold were recovered.

To mine the crown pillar, Lac Minerals is using an underhand-cut and fill method. Starting from just below the
surface, ore is mined in sections and the mined-out areas are refilled with concrete. This process is repeated as mining
activity goes deeper. It is expected that mining of the crown pillar will be completed early in 1986.

In the spring of 1984, Lac Minerals set up a temporary hoist and conveyance on the old mine’s shaft No. 5 collar.
This allowed Lac Minerals, on behalf of Lake Shore, to conduct a geological study to identify exploration possibilities
at various levels in the mine to determine if the mine could be kept open on a continuous basis. The shaft steel was
examined to a depth of 2,200 feet and found to be in good condition, as were the working areas. By April 30, 1983,
Lac Minerals had completed construction of a new headframe, shaft house, hoist and ore bins. The shaft is a rectangular
three-compartment shaft and the hoist has a lifting capacity of 300 tons of ore per day from full depth of 4,000 feet.
The Lake Shore mine project was made an operating unit within the Lac Minerals Mining Division during 1984. Also
during 1984, Lac Minerals completed 9,815 feet of diamond drilling on the Lake Shore property and sampled and
plotted all accessible headings in the mine above the 1,400 foot level. In addition, an examination was made of
historical data from the Lake Shore mine. Mining and exploration plans include further examination of the old workings
and will initially concentrate on removal of old pillars and pockets of ore that had been missed, as well as development
work on newly discovered areas of gold mineralization. Lac Minerals spent $2,627,000 on the Lake Shore underground
project in 1984 and plans to spend $5,000,000 in 1985, of which $547,000 was spent by March 31, 1985.

Selected Operating Data
The table below summarizes the operating statistics for Lake Shore for the periods indicated:

Three months Year ended
ended March 31, December 31,
1985 1984 1984 1983
Tons of Ore: Milled (00018) -7 vt s mopes Sl Soii e b Bl 13 8 65 15
Average Recovered Grade of Ore Milled (ounces of gold per ton) . ...... 0.476 0.648 0.582 0.437
Average Gold Recovery Rate (%)...............uiiuiiinnnnnnnn.. 96.10 97.03 96.70 95.90
Production of Gold (0unces) . ............ouururiean 6,142 4961 37,944 6,458
Operating Cost per Ounce of Gold Produced
Production Cost. . ... $ 384 $ 229 $ 260 $ 346
Depreciation and amortization. . ..............ouuniuernnnnnn. .. 18 56 S 70

$ 402 $ 285 $ 304 $ 416
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Reserves

Ore reserves are calculated annually. The reserves at Lake Shore as at December 1984 as shown in the table below
were independently confirmed in the Clark Report. The limits of the ore body have not yet been fully defined.

1984 1983
Thousands Qunces of Thousands Qunces of
of Gold Per of Gold Per
Tons Ton Tons Ton
Proven
CrowniPIlIar o oy o oohd e s S e S S SR e B 77 0.370 82 0.540
Underground .. co.« s o din niminie e s ninie sesiad ok S5 25 06 312 0.360

The lowest grade of ore used in the ore reserve calculations had a grade of 0.25 ounces of gold per ton.

Wright Crown Pillar Recovery Project

Wright has granted to Lac Minerals the right to explore and mine the crown pillar of the former Wright gold mine
at Kirkland Lake, Ontario and to treat ore from the pillar, subject to a royalty interest payable to Wright of 50% of the
net profits from the operations after recovery by Wright and Lac Minerals of their costs. The Wright property consists
of four patented mining claims and four licences of occupation covering approximately 153 acres in Teck Township
located in the Town of Kirkland Lake, Ontario. The purpose of the agreement is to allow Lac Minerals access to the
Wright crown pillar through the Lake Shore crown pillar workings for the purposes of exploring for ore and recovering
ore that is discovered. No estimates of ore reserves in the Wright crown pillar have been made. No capital expenditures
are planned for this project at the present time.

In March 1985, Lac Minerals entered into Wright ground and limited mining of the Wright crown pillar is planned
in 1985.

Milling Operations

Est-Malartic

The Est-Malartic custom mill is owned by Lac Minerals and is near the town of Malartic, Quebec, 31 miles east
of Doyon, on the site of the former Est-Malartic mine which was closed in 1980 due to failing ground conditions. The
mill has a rated capacity of 1,800 tons per day and employs a conventional cyanidation treatment process to extract
gold. The mill complex consists of the mill and a refinery. The mill is operated under an arrangement which provides
for the payment by the Doyon Joint Venture to Lac Minerals of all operating expenses of the mill plus a toll charge
which is currently $3.00 per ton. Total ore treated at the Est-Malartic mill during 1984 totalled 685,000 tons, compared
with production during 1983 of 680,000 tons. Mill feed was supplied by the Doyon Joint Venture, Bousquet and
Est-Malartic’s own salvage mining operations. Capital expenditures during 1984 totalled $2,600,000. This included
partial conversion of the mill to 60 cycle power, construction of a new refinery and tailings rehabilitation.

Terrains Auriferes

The Terrains Auriferes custom mill is owned by Lac Minerals and is located near the town of Malartic, Quebec,
31 miles east of Bousquet on the site of the former Malartic Goldfields gold mine which was closed at the end of 1964
owing to exhaustion of ore. The mill uses a conventional cyanidation treatment process to extract gold and can treat up
to 2,000 tons a day of Bousquet ore with a sustained average gold recovery rate of 94 %. The mill complex consists of
the mill and a refinery. Capital expenditures on the mill and refinery during 1984 totalled $175,000. In addition to
Bousquet ore, which was the predominant mill feed during 1984, Terrains milled ore from the Lake Shore mine and
the Est-Malartic salvage operations. The mill operated at 1,586 tons per day in 1984, compared with 1,707 tons per
day in 1983. However, because Lake Shore ore has a much higher grade than Bousquet ore, the ounces of gold produced
were higher.

Hemlo

Background

The Hemlo properties consist of three groups of mining claims covering approximately 26,900 acres located in the
Hemlo area, 25 miles east of Marathon, Ontario: the Hemlo Project, which consists of 11 patented mining claims, the
Nabigon property, which consists of four mining claims, and the White River property, which consists of 659 mining
claims. Access to the Hemlo properties is excellent due to the proximity of the Trans-Canada Highway and the main
line of the Canadian Pacific Railway.

Lac Minerals purchased the patented claims on March 25, 1985 for $165,000. The property is subject to a royalty
payable to the vendor of the claims equal to 1.5% of the net smelter return from ore mined from these claims. Four
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claims within the White River property (the Carroll option) are subject to a royalty interest payable to the vendors of
the claims equal to 1% of the net smelter return from ore mined from the claims. The Hemlo Project is the subject matter
of a lawsuit. See “Legal Proceedings”.

Gold prospecting has been carried out in the Hemlo area since the early 1920’s. Between 1945 and 1947,
exploration work, including trenching and diamond drilling, was carried out on the Hemlo Project. During such time,
assay results from 15 shallow holes drilled in the western part of the Hemlo Project indicated uneconomic gold values.
There is no record of further work on the Hemlo Project until it was optioned by Lac Minerals in 1981.

Exploration work on the Hemlo Project by Lac Minerals in 1981 and 1982 consisted of geophysical and geochem-
ical surveys, detailed geological mapping, trenching and diamond drilling. Drilling recommenced in January 1982 and
is continuing. A significant gold deposit was discovered in March 1982 near the east boundary of the Hemlo Project.
The gold deposit has a strike length of about 800 feet at surface and dips downward from the surface at an angle of 65
degrees to the north property boundary. Diamond drilling done during 1983 established two principal zones of
mineralization (the A and B Zones) on the Hemlo Project.

Results from 108 drill holes intersecting a further zone of mineralization to the west, known as the C Zone,
indicate that significant gold mineralization occurs within three parallel bodies: the C-1, C-2 and C-3 bodies, all of
which extend to surface and are open at depth. Further detailed drilling will be carried out to sample the portion of these
reserves suitable for open-pit mining. The C Zone continues below the drilling carried out to date. There are currently
no plans to mine this area.

The width of the Hemlo ore body, coupled with the good ground conditions expected in the area, should make the
mine well suited to economical, bulk mining methods. The equipment used for both underground and open-pit mining
operations will be trackless diesel equipment. Lac Minerals intends to use a long hole open stope method to mine the
ore body. In this method, drifts (horizontal tunnels) are driven above and below the desired ore at 115 foot intervals.
Holes are drilled from above, the ore is blasted and broken ore is removed from below. The process is then repeated
on the ore above the blasted area. The open area, or stope, is later back-filled with waste rock and cement.

The ore will be partially crushed underground prior to conveyance to the surface mill. The mill will use a
carbon-in-pulp process to extract gold. After gold has been extracted, the tailings will be pumped to a tailings disposal
area located at a distance from the mine site. Water from the tailings disposal area will be recycled for use in the mill.

Lac Minerals has completed arrangements and agreements with surrounding property owners for the necessary
easements and rights of way for electric power, water and tailings disposal and is in the process of acquiring the
necessary consents, licences and permits required by regulatory authorities for the construction and operation of the
mine and mill complex. All consents, permits and licences needed for the present level of construction have been
acquired and those needed to commence operations have been applied for and are under review by the appropriate
authorities. Lac Minerals does not anticipate any difficulty in the acquisition of the remaining consents, permits and
licences and has not been the recipient of any orders or directions with respect to the Hemlo Project other than in the
ordinary course of business.

Preliminary plans completed in April 1984 for the development of Hemlo called for initial production by mid-1986
at a capacity of 3,300 tons of ore per day with full production at 6,600 tons of ore per day by early 1989. These plans
have now been revised to provide for initial production by December 1985. The capacity of 3,300 tons of ore per day
should be reached by the first quarter of 1986.

The total estimated capital cost to bring the mine into production by December 1985 at a capacity of 3,300 tons
per day is $185,000,000. This estimate excludes financing costs, land acquisition, feasibility studies, escalation and
contingencies. Calculated on the same basis it is estimated that a further $90,000,000 will be spent to bring the mine
up to full production at a rate of 6,600 tons of ore per day by the end of 1988.

Development: Phase One

The two ore zones, the A and B Zones, will be mined in two phases. Production in 1985 through 1988 will be
concentrated in the smaller A Zone and open-pit areas. Gradually, production will be augmented when the much larger
B Zone area is mined which will provide the bulk of later production.

The first stage calls for a production level of 3,300 tons per day by the first quarter of 1986. Preliminary ore
production will originate from a 750,000-ton open-pit mine and from a small shaft to mine the A Zone of the ore body
from underground. Both the open-pit and underground operations are expected to yield production ore during 1985.
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Following completion of a preliminary feasibility study Lac Minerals began clearing trees on the site in February
of 1984 and started construction of the mine and mill complex in April 1984.

The A Zone shaft will have a lifting capacity of 3,000 tons a day but will operate at a rate of 2,000 tons a day and
will only be used for hoisting ore and waste. The shaft will be sunk to a depth of 1,148 feet and is expected to be
operational by August 1985 to its full depth. A depth of 1,237 feet had been obtained by May 31, 1985. Development
ore is expected from the A Zone shaft in mid 1985 as drifting is begun. Initial production of underground ore from the
shaft is planned for November 1985.

Design of the A Zone open-pit was completed in February 1985 and clearing of the site began in March 1985.
Mining of the pit, which is expected to produce about 1,000 tons of ore per day, is scheduled to begin in August 1985.
Development and production ore extracted from the open pit and A Zone shaft will be stockpiled until the mill is
completed.

Lac Minerals is sinking a second, larger shaft to mine the B Zone of the ore body, which is expected to produce
ore by October 1988. The B Zone shaft will be a circular shaft with a diameter of 23 feet, lined in concrete and with
steel supports. It will be sunk to a depth of 4,300 feet. In June, the B Zone shaft had been sunk to 2,405 feet and is
expected to be completed by the Spring of 1986. The lifting capacity of the shaft will be 8,000 tons a day from full
depth. The shaft will contain two 22-ton production skips and a service cage capable of carrying 55 people. An
auxiliary cage, capable of carrying 10 people, will also be installed for emergency purposes and service trips.

Construction of the mill is underway and will be completed in late 1985. The mill will have an initial capacity of
3,300 tons of ore per day. Commissioning is expected to take six to eight weeks. Lac Minerals expects that a small
amount of gold will be poured at the Hemlo Project before the end of 1985.

Work on a declined access ramp to mine the A Zone was started in May 1984 and was completed at a length of
7,576 feet in June 1985. Breakthrough into the A shaft is planned for July 1985.

During 1984, Lac Minerals took initial steps to provide housing in the area for its employees. The housing
construction has been in the town of Marathon where 46 houses were built for sale to employees under a housing
purchase assistance program. A 44-unit apartment complex built during 1964 in Manitowadge, located 37 miles north
of the mine site, has also been made available. A 96-unit apartment complex will be constructed in Marathon in 1985
to provide rental accommodation for employees. In addition, temporary accommodation in trailers for a number of
employees has been made available in Marathon.

By the end of May 1985, a total of 550 people, including 49 Lac Minerals employees and subcontractors, were
on site. This number is expected to increase to about 600 by mid-1985 as the hiring program expands.

The cost of reaching the 3,300 tons of ore per day production goal by 1986 is estimated to be $185.,000,000 of
which $79,000,000 had already been spent by the end of March 1985. This figure includes the construction of the
headframes and supporting structures for both A and B Zone shafts (which have been completed), the mill at 3,300 tons
per day capacity, further development of the A Zone, service buildings and housing and equipment, but excludes
financing costs, land acquisition, feasibility studies, escalation and contingencies.

Development: Phase Two

Phase two of the Hemlo Project calls for a production level of 6,600 tons of ore per day by October 1988. To
complete the project, Lac Minerals anticipates spending an additional amount of approximately $90,000,000. This
estimate includes the cost of deepening the shaft to mine the B Zone, expanding the mill to 6,600 tons of ore per day
capacity, underground equipment and housing.

Lateral development of mine workings off the B Zone shaft is planned to begin in mid-1986. It is planned that ore
will be produced from the B Zone in the second quarter of 1987. Expansion of the mill to 6,600 tons of ore a day is
being timed to coincide with the availability of production ore from the B Zone shaft.

Reserves

The probable reserves of the Hemlo Project as at December 31, 1984 (A and B Zones) and at May 17, 1985
(C Zone) shown in the table below were independently confirmed by David S. Robertson & Associates, consulting
geologists and mining engineers in a report dated February 1984 and a letter dated May 17, 1985 for the A Zone, a
report dated September 1984 for the B Zone and a letter dated May 17, 1985 for the C Zone.

32



1985 1984

Thousands Qunces of Thousands Qunces of

of Gold Per of Gold Per
Tons Ton Tons Ton
Hemlo Project
PrODABIEIIATZONE) o toiiows wnaensvdhs o sz maemes wmisers sy, Sresess v s05 4,100 0.18 4,100 0.18
Probable (B Zone) ...........ciiiuiiiii i 18,300 0.25 18,300 0.25
Probable (C Zone) ...........iuii e 560 0.13

The B Zone has been demonstrated by widely spaced drilling to extend well beyond the area of reserves reported
above, and it is anticipated that the reserves will be increased with further work. The limits of the B Zone and C Zone
have not yet been fully defined.

For the purposes of these calculations all assays for the C Zone in excess of one ounce of gold per ton have been
cut to one ounce.

The cut-off grade for the Hemlo Project is 0.06 ounces of gold per ton.

Milton Limestone Aggregates

Lac Minerals owns a small limestone aggregate quarry located on the Niagara Escarpment near Milton, Ontario
which has operated for more than 25 years. The quarry property covers 175 acres and operations are carried out under
a quarry licence issued under the Pits and Quarries Control Act of Ontario. The plant was completely rebuilt during
1972 and 1973 and consists of an administrative office, repair shop, scale and scale house, primary and secondary
crushing plant, tertiary screening plant and washing plant. The operation produces approximately 1,000,000 tons of
limestone aggregates per year which is sufficient to meet the demand of the markets presently available. Rock is mined
by open-pit mining methods employing blast-hole drilling. There are adequate reserves within the permit area to
continue the operation into the 1990°s at current production rates.

The market for limestone aggregates is extremely competitive. The Niagara Escarpment area around Milton
contains five additional quarries, all of which are capable of much larger production than the Lac Minerals’ quarry.
Constant attention to quality and service are necessary to maintain customers and the size of the market is limited by
the high costs of transportation of the product. The principal market for limestone aggregates is in and around the City
of Toronto and sales volumes of aggregates are affected directly by activity in the construction industry. As a result of
the competitive nature of the business, the net profit margin historically has been low and the operation does not account
for a significant part of Lac Minerals’ revenues. The operation had revenues of $5,000,000 in 1984 compared with
revenues of $3,500,000 in 1983. Revenues increased in 1984 despite little change in average selling prices. Operating
profit was $2,100,000 in 1984 compared with $1,000,000 in 1983. The favourable results attained in 1984 can be
attributed to an increased demand for aggregates in the last half of 1984 combined with improved productivity.

Gold Sales

Processing

The gold that is treated at Lac Mineral’s mills is processed into unrefined bars of bullion called doré bars. The doré
bars are then shipped to the Royal Canadian Mint in Ottawa for further refining into marketable form. The standard
marketable bars produced for Lac Minerals are 400 troy ounce bars with a purity of 99.99%. Gold ore processed at the
Noranda Smelter in Rouyn, Quebec is processed by Noranda into marketable form and deposited to a chartered bank
for the account of Lac Minerals. The marketable bars are sold by Lac Minerals to bullion dealers at prices based on
the world market price of gold at the time of sale.

Gold Price

The following table shows the monthly and annual average of the London Bullion Market afternoon fixing price
of gold per troy ounce from January 1980 to May 1985.

1985 1984 1983 1982 1981 1980
January. . ....0m0s U.S. $302.79 U.S. $370.89 U.S. $481.79 U.S. $384.13 U.S. $557.39 U.S. $675.31
Febmuary ... vownt 299.10 385.92 491.11 374.13 499.76 665.32
March - oo s+ 303.94 394.26 419.68 330.25 498.76 553.58
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1985 1984 1983 1982 1981 1980

ADTIL . i et s U.S. $325.27 U.S. $381.36 U.S. $432.88 U.S. $350.34 U.S. $495.80 U.S. $517.41
May............. 316.37 377.40 438.00 333.82 479.69 513.82
June ............. 377.67 412.84 314.98 464.76 600.72
Tuly o ooy v s 347.47 422.72 338.97 409.28 644.28
AURUSE: o s s 347.68 416.24 364.23 410.16 627.15
September . ....... 340.79 411.80 437.31 443 .58 673.63
October . ......... 340.17 393.58 422.15 437.76 661.15
November ........ 341.18 381.66 414.91 413.37 623.46
December  ioves i 320.01 388.34 444 .29 410.09 594.92
Annual........... 360.40 424 .22 375.79 460.03 612.56

On June 21, 1985 the afternoon fixing price of gold on the London Bullion Market was U.S. $313.45.

Gold Marketing Policy

In order to assist in the planning of capital expenditures, to establish a predictable level of profit from its operations
and to reduce business risks as much as possible, Lac Minerals sells its gold production from time to time under
commercial contracts to bullion dealers for delivery at selected future dates and at set prices. In 1984, 297,789 ounces
were delivered under such contracts compared with 254,999 ounces in 1983. At June 21, 1985, Lac Minerals had
agreed to sell 387,900 ounces of gold for delivery from future production at set dates at an average price of U.S.
$347.45 per ounce. Included in such amount are 145,000 ounces sold forward against future production from the Hemlo
Project.

The table below sets forth the average gold prices per troy ounce realized by Lac Minerals in Canadian and United
States dollars for sales priced in such currencies for the periods indicated.

Three months

ended March 31, Year ended December 31,

1985 1984 1984 1983 1982 1981 1980
Canadian dollars. ... ... $499 $548 $516 $556 $583 $717 $508
United States dollars. . .. U.S. $370 U.S. $438 1U.S. $402 U.S. $449 U.S. $473 U.S. $598 U.S. $435

Lac Minerals is paid in U.S. currency for its sales of gold and from time to time it has committed to sell U.S.
currency forward to safeguard against future movements of such currency against the Canadian dollar. These trans-
actions are not reflected in Lac Minerals’ accounts until the settlement dates of the forward sales contracts. At
December 31, 1984, Lac Minerals had agreed to sell a total of U.S. $45,000,000 at various dates between January 31,
1985 and December 31, 1988 at exchange rates averaging 1.28. At June 21, 1985 the amount sold was U.S.
$32,000,000 at exchange rates averaging 1.28.

Exploration Division

The Exploration Division currently employs 62 permanent staff, 29 of whom are geologists, operating out of six
offices in Toronto, Kirkland Lake and Hemlo, Ontario, Malartic, Québec, Vancouver, British Columbia and Reno,
Nevada. Lac Minerals is conducting 60 exploration programs throughout North America and Australia which involve
exploring for minerals, principally gold and base metals, and has budgeted at least $8,500,000 for such programs in
1985 of which $100,000 in respect of the Hemlo Project will be deferred and $8,400,000 expensed in the following
manner: $1,000,000 on 8 projects in British Columbia; $2,300,000 on 15 projects in Ontario (other than the Hemlo
Project) the largest of which will be $470,000 on the White River Project; $1,500,000 on 20 projects in Québec;
$30,000 on 3 projects in New Brunswick; $3,270,000 on 13 projects in the United States; and $300,000 on a project
in Australia. The following are the most significant properties upon which Lac Minerals is carrying out exploration.
Unless otherwise stated, the following properties do not contain known bodies of ore and are at an exploratory stage.

Hemlo Project

The Exploration Division has been concentrating on defining the C Zone since the beginning of 1984. Further
detailed drilling will be carried out to sample the portion of these reserves suitable for open pit mining. The C Zone
continues below the drilling carried out to date. Deeper exploration work will be done underground from the B Zone

shaft.
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White River Property

Located southeast of the Hemlo Project, the White River Property is 42 square miles in size and Lac Minerals
expects it will take five to seven years to do a full assessment. During 1984, the Exploration Division conducted
mapping, sampling, geophysical and geochemical work on the property and established target areas for further work.
During the winter of 1985, a 20 hole diamond drill program will be completed on one of these target areas. Zinc, lead
and gold mineralization occurrences have been found on the property, but no significant finds have been made to date.

Est-Malartic

The Exploration Division has been reinterpreting the geology of the Malartic gold mining camp to add to its
understanding of the deposition of gold mineralization and new ways to recognize it elsewhere. It was a similar
reinterpretation that led to the discovery of the Bousquet mine, which in turn gave Lac Minerals the geological expertise
to find Hemlo. Lac Minerals is examining whether low grade gold mineralization might be amenable to a heap leaching
recovery method, a process by which crushed low grade ore is piled in heaps and soaked in a diluted cyanide solution
to leach out gold. This is a less efficient gold recovery method but it is economically efficient for treatment of low grade
ore because of the low costs involved.

Kirkland Lake

In conjunction with Lac Minerals’ mine geologists at Macassa, the Exploration Division is currently remapping
the geology of the Kirkland Lake area. Lac Minerals is doing the first full-scale reinterpretation of this old gold mining
camp in about 40 years.

Other Properties and Projects

Lac Minerals owns an undeveloped copper, gold and molybdenum prospect known as Copper Giant which is
located at Poison Mountain in British Columbia. Initial feasibility and metallurgical studies have been completed and
no further work on the prospect is planned. At December 31, 1984, the prospect had a net book value of $3,525,000
and in the first quarter of 1985 it was written down to $1,763,000. The prospect was written down because it is unlikely
to be developed until copper prices improve.

Lac Minerals owns a property known as Barraute which is located seven miles north of the Town of Barraute in
northwestern Quebec. The property is a gold prospect which consists of 44 claims and a mining lease covering
approximately 4,000 acres. An exploration program has been completed, a 1,000-ton bulk sample will be tested during
the year and further diamond drilling is planned.

During 1984 exploration activities were carried out on several additional properties, primarily in Canada and the
United States. Lac Minerals also entered into a joint venture during the year to explore properties in Western Australia,
Lac Minerals’ first exploration endeavour in that country. Lac Minerals can earn a 50% interest in the venture by
spending up to $2,600,000 (Australian) in stages.

Oil and Gas Division

Lac Minerals has acquired interests in a number of oil and natural gas properties in Canada and the United States
through a joint venture with Sunburst Resources Ltd., which was terminated on December 31, 1983 and through a
one-third working interest in a joint venture (the “Citadel Joint Venture”) operated by Citadel Resources Ltd.
and through direct participation with other operating companies. Exploration and development on these properties have
resulted in oil and natural gas production, reserves and landholdings in Alberta, British Columbia, Texas, Oklahoma,
Montana, Louisiana and North Dakota. For the year ended December 31, 1984 the Oil and Gas Division accounted for
4% of the total revenues of Lac Minerals. At March 31, 1985, the Oil and Gas Division accounted for 9% of the total
assets of Lac Minerals. See Segmented Data under Note 11 of the Notes to the Consolidated Financial Statements of
Lac Minerals and Supplemental Financial Information to such Consolidated Financial Statements.

During the three months ended March 31, 1985, Lac Minerals participated in drilling 2 gross wells (.85 net wells)
in Canada. During 1984, Lac Minerals participated in drilling 19 gross wells (4.6 net wells) in Canada and the United
States. Of these wells, 3 gross wells (0.5 net wells) have been completed as oil wells, 10 gross wells (2.2 net wells)
have been completed as gas wells and 6 gross wells (1.9 net wells) were dry and abandoned. In total, Lac Minerals has
participated in drilling 375 gross wells (62.3 net wells) of which 67 gross wells (8.1 net wells) have been completed
as oil wells, 139 gross wells (27.7 net wells) have been completed as gas wells, 8 gross wells (0.7 net wells) are in the
process of being completed and 161 gross wells (25.8 net wells) are dry and abandoned. Of the gas wells, 43 gross wells
(7.81 net wells) are shut-in and non producing.

During the three months ended March 31, 1985, expenditures of $871,000 were made on exploration and
development of oil and gas properties and expenditures of approximately $4,630,000 have been budgeted to complete
the 1985 program. During 1984, expenditures of $6,386,000 were made on exploration and development of oil and gas
properties.
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The Citadel Joint Venture terminated in respect of further exploration activities on March 31, 1983 but continues
to apply in respect of the development of properties which were acquired prior to March 31, 1983. Lac Minerals, on
behalf of the Citadel Joint Venture, is expected to become the operator at the McLeod River, Scapa and Westward Ho
properties. The other properties in which Lac Minerals has an interest are operated by other companies.

0il and condensate production is generally sold to the Alberta Petroleum Marketing Commission at varying prices
depending on the Alberta border price. Gas is sold under a number of contracts to various commercial suppliers of
natural gas. Lac Minerals is not the operator of any of its oil and gas wells in the United States, and the operators of
such wells make their own marketing and distribution arrangements.

Production and Revenue History

The following table summarizes Lac Minerals’ net interest in oil and natural gas production (after the deduction
of royalties) for the periods indicated:

Three months

ended March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
Production:
Canada
Natural gas Mmcf) ............... 169 189 630 547 793 205 126
Oil and natural gas liquids (Bbls) . ... 8,346 12,003 37,229 33,424 16,823 9,656 6,398
United States
Natural gas (Mmcf) ............... 152 241 699 680 543 203 112
Qil and natural gas liquids (Bbls) . . .. 2,870 6,744 14,042 30,242 27,760 20,009 5,998
Revenues (dollars in thousands):(1)
CANAAA & st e aris sfares samve dns s, $990 $1,158 $3,845 $3,204 $2,656 $1,214 $475
United States. . .......loeveeerannnanns $679 $1,038 $2,970 $3,369 $2,573 §$ 552 $397
Average Sales Price Per Unit:
Canada
Natural gas (per Mcf). ............. $232 $2.78 $259 $280 $253 $272 § 273

Oil and natural gas liquids (per Bbl). .  $35.82 $36.00 $40.53 $31.23 $23.83 $19.36 $15.62
United States
Natural gas (per Mcf). ............. $405 $439 $391 $404 $3.72 $234 $223
0il and natural gas liquids (per Bbl).. $36.24 $36.33 $38.53 $32.83 $37.18 $40.95 $35.18
Average Production Cost Per Unit(2)
Eanada: 1 e e . $15.01 $12.75 $18.55 $13.38 $10.27 $25.05 $35.40
nited S tates . e et iorass s e $ 48 $ 584 $68 $578 $6.05 $10.01 $ 7.70

Notes: (1) The revenues in the table above include sulphur sales and revenue from custom processing.

(2) Average production costs per unit of production were computed after converting natural gas into equivalent
barrels of oil based on relative energy content (6 Mcf of natural gas = 1 barrel of oil).

Drilling Activity

Lac Minerals drilled or participated in drilling exploratory and development wells during the periods indicated as
shown below. The wells listed as “Natural gas™ or “Oil” comprise all wells capable of production, whether producing
or capped, in which Lac Minerals had an interest during the periods indicated.

Exploratory Wells Development Wells

Year ended Canada United States Canada United States
December 31, Gross Net Gross Net Gross Net Gross Net
1980

Natural gas .................... 11 1.5974 5 .9770 o 1.2100

B B e o o o SR L e B 5 1.0193 5 .7307 2 .1250

DIV el e i ee mimmase sodioas B33 Sopiksts E 2.3592 ﬂ 3.2483 -

31 4.9759 41 4.9560 _9 1.3350
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Exploratory Wells

Development Wells

Vear ended Canada United States Canada United States
December 31, Gross Net Gross Net Gross Net Gross Net
1981
Natural. gas:. .. coons oo arsfin v e i 4 9244 12 1.2846 9  2.9097 14 2.6246
I e o 5 s Bms SE th B ne 1 1250 4 2500 14 9325 9 .8061
IDEY. . o vt wsmincn sietarn aiwne o winia = again rs 20 3.3586 34 4.8941 i i
25 4.4080 50 6.4287 23  3.8422 23 3.4307
1982
Napwal Base B oo e s s v 2 2856 6 1.9065 15 3.1230
Oil ..o 2 .5500 3 .1680 3 .4334 2 2925
DYDY ot Bty s Sy Srarams o 7 1.6292 12 1.2725 IR
9 21792 17 1.7261 9 2.3399 17 3.4155
1983
Natural §a%5 . oo sios nem b s oo 1 .2500 1 .0833 10 2.7001 7 1.5334
O e Ao oot A R 3 1.0334
By e S ST aware sroi wress _5 1.0001 1 .2000 . il
9 2.2835 2 2833 10 2.7001 7 1.5334
1984
Nataral Basi .. oot wenvess v s 3 1.1250 2 1421 5 9691
T I 1 .3000 2 1622
L R S S P O o 3 1.4600 1 .0648 2 .3500
i 2.8850 3 .2069 2 .1622 7 1.3191
Three months ended March 31, 1985
Natral gass . .o cdmwvn £ soen oo 2 .8521
0,11 B L Y - [
DY Rt S0 L Tl it wvoers s
2 .8521
TOTAL:... . . c.vmieirie sidimin simsern sioiss ps 83 1753837 113 13.6010 44 9.0444 63 11.0337
Note:

“Gross wells” refers to the number of wells in which Lac Minerals has an interest. “Net wells” refers to the
aggregate of the numbers obtained by multiplying each gross well by Lac Minerals’ percentage interest therein.

Expenditures on Drilling and Exploration Activities

The following table shows expenditures by Lac Minerals for property acquisition, drilling, gas processing plant
and other activities in Canada and the United States for the periods indicated:

Three months
ended March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(dollars in thousands)

Property acquisition .. ............ $ 42 $ 401 $ 1,141 $§ 678 $2,303 $ 3,285 % 4,518
DEIHAG 55025510 00557 wsnoss smca stososs sneiois 710 1,887 4,846 5971 11,806 16,357 10,274
Gas Processing Plant . ............ 119 20 399 1,928 773 1,062
Total .......... ... $ 871 $ 2308 $ 6,386 $ 8,577 $14,882 $14,704 $14,792
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0il and Gas Land Holdings

The following table sets out Lac Minerals’ holdings of developed and undeveloped acreage as at March 31, 1985:

Undeveloped Developed Total
Gross Net Gross Net Gross Net
Acres Acres Acres Acres Acres Acres
Canada
Alberta ........... i, 352,865 132,075 63,857 10,195 416,722 142,270
| 2 50 N RSO 12,880 1,015 2,400 693 15,280 1,708
MOTAL oo e o e mieeits Wb S msdone resmeit 365,745 133,090 66,257 10,888 432,002 143,978
Tnited States. . . von o ovn vl wms G sk 55,375 12,549 31,770 5,193 87,145 17,741
o L s, IR 421,120 145,639 98,027 16,081 519,147 161,719
Note:

“Gross acres” refers to the number of acres in which Lac Minerals has an interest. “Net acres” refers to the
aggregate of the numbers obtained by multiplying each gross acre by Lac Minerals’ percentage interest therein.

0il and Gas Reserves

Lac Minerals’ North American proven and probable reserves of natural gas, crude oil, natural gas liquids and
sulphur have been confirmed by an independent petroleum consultant in a report (the “Coles Report™) dated February
18, 1985, and effective December 31, 1984, prepared by Coles Nikiforuk Pennell Associates Ltd. (“Coles”) of

Calgary, Alberta.

The following tables summarize the Coles Report of Lac Minerals’ reserves on a constant price basis. Probable
reserve quantities were not reduced to reflect the risk attached to their recovery. Assumptions and qualifications relating
to costs, prices for future production and other matters are included in the Coles Report.

Petroleum and Natural Gas Reserves
Based on Constant Price Assumptions(4)(5)

Net Reserves (1)

Natural
Natural Gas
Gas 0il Liquids  Sulphur
(BCF) (MBBLS) (MBBLS) MLT)
Canada
ProveniProducing .o « o siers i s wivin sress svssis e saais st s 6.638  146.3 151.8 1.9
TOtAL PIOVEI ;s iias vios s auie eiaias siaraie aaie aiaiais o iocs wininis siaie waain sieia s 16.339  146.3 461.5 1.9
Proven Plus Probable . . ... s 23.561 238.4 679.5 6.6
United States
Proven Producing.. . ... ol sas sioiein s sinme 500 dia%s sl e sdis s 2.991 57.8 32.0
TOLAl PrOVEDL o1 oo wrasase ohosass seen o sxsite muwn G368 5500 V% Tnaais S0 Siamers 3.070 57.8 32.0
Proven Plus Piobable.... L. v o i ot awh S 08 Sene g6 vvss 4.343 91.6 69.4 _
Total Proven Plus Probable
(Canada and United StALES) . .. e vivine coim vivivis wivin e ine siss sisine 27.904  330.0 748.9 6=6
Present Worth of Estimated Net Production Revenue
Based on Constant Price Assumptions (4)(5)
Discounted at the Rate of
0% 10% 15% 20%
(dollars in thousands)
Proven Reserves(2)
Proven Protucing .. .o cw vorae simws s s $ 33,523 $ 19,945 $ 16,789 $ 14,585
TotRl PIOVEN o covi sral s 505w cass saitere asinte wrai $ 65,132 $ 29,602 $ 22,770 $ 18,440
Proven Plus Probable Reserves(2)(3) ............... $ 99,064 $ 40,893 $ 30,774 $ 24,469



Notes:

(1) Net reserves means gross reserves less all royalties payable to others. Gross reserves means the total working and
royalty interest share of recoverable reserves of Lac Minerals before the deduction of royalties payable to others.

(2) Total proven reserves means those reserves estimated as recoverable with reasonable certainty under current
technology and existing economic conditions, from that portion of a reservoir which can be reasonably evaluated
as economically productive on the basis of analysis of drilling, geological, geophysical and engineering data.
Proven producing reserves are those proven reserves that are actually in production or, if not producing, that could
be recovered from existing wells or facilities and where the reasons for the current nonproducing status are the
choice of the owner rather than the lack of markets or some other reasons beyond the owner’s control. Proven
nonproducing reserves are those proven reserves that are not currently producing either due to lack of facilities
and/or markets.

(3) Probable additional reserves means those reserves which analysis of drilling, geological, geophysical and
engineering data does not demonstrate to be proven under current technology and existing economic conditions,
but where such analysis suggests the likelihood of their existence and future recovery.

(4) The constant price assumptions used in the preparation of the Coles Report assume the continuance of current laws
and regulations. Product prices were held constant at the levels as of January 1, 1985, but adjusted for oil quality.
Operating costs were estimated for 1985 and held constant thereafter on a dollar per barrel, dollar per Mcf and
dollar per well per month basis.

(5) Constant price assumptions assume prices effective January 1, 1985, as follows:

(i) Canada - Old Oil* = $34.00/Bbl
- NORP (New Qil Reference Price) Oil* = $37.00/Bbl
- Natural Gas** =$2.94/Mmbtu
*38° API, 0.5% sulphur content
**Alberta Border Price. This price subject to gas purchase cost of service and the export rebate.

(ii) United States - Qil* =1U.S.$29.00/Bbl
*34° API, 1.7% sulphur content
- Natural Gas=U.S.$2.75/Mmbtu

(6) The Coles Report was based upon Coles’ opinion of reasonable practice in the industry. Pertinent information such
as well data, production information, the extent and character of ownership, and all other factual data supplied by
Lac Minerals has been accepted by Coles as represented.

Investments

Lac Minerals holds the following interests in the outstanding shares of members of the Lac Group:

Approximate % of
Number of Shares Held Outstanding Shares

Little Long Lac. .. ... .. i, 902,957 22
ke Bhote S, . ooyl i §ai. ot vagale. e SR il was | 229,500 =
WEHENE. . oo v smiis st st svose wires sraiase orsysrasses) SeTa et STt & 877,392 9

Segmented Data

For segmented data relating to the oil and gas operations of Lac Minerals, see Note 11 of the Notes to the
Consolidated Financial Statements of Lac Minerals.
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CAPITAL AND EXPLORATION EXPENDITURES

Capital and exploration expenditures, which also include deferred mine development costs, capitalized prepro-
duction expenditures and capitalized oil and gas expenditures, for the periods indicated were as follows:

Three months
ended March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(dollars in thousands)
Macassa
Property, plant and equipment .... $ 48 $§ 8 $ 319 $§ 419 $§ 370 $ 1,216 $ 339
Developments « sy s siies i o 2,652 2212 9,474 7,337 5,688
2,700 2,292 9,793 7,756 6,058 1,216 339
Bousquet
Property, plant and equipment .. .. 76 168 1,429 1,055 1,557 1,378 1,814
Development and preproduction . . . 249 2,936 1,369 882
325 168 1,429 1,055 4,493 2,747 2,696
Doyon
Property, plant and equipment . ... 155 728 1,305 2414 12,791 4,395 1,588
Development and preproduction
Open Pit : v vae s b s v 2,721 718 b 4,066 668
Undergronnd i von s i e we 2,026 672 4,790 1,332

2,181 1,400 6,095 6,467 19,968 8,461 2,256

Est-Malartic

Development and preproduction . . . 317 206 3,222
317 206 3,222
Lake Shore
Property, plant and equipment . ... 3 334 516 1,253
Development and preproduction . . . 547 2,642 2,251 100
550 334 3,158 3,504 100
Hemlo
Property, plant and equipment . ... 7.553 158 21,559 8,579 47
EXploration i vain sk s ssmes ¢ 483 2,470 3,782 7,130 960 271
DeVelopment. . o5 saseb vions saii 3 15,890 1,305 35,262
23,926 3,933 60,603 15,709 1,007 271
Est-Malartic Mill ................... 235 217 2,593 1,207 1,120 915 86
Terrains Mill . . ... ... ... .. oo ... 30 47 176 239 828 1,275 1,646
Exploration Division ................ 1,416 1,316 10,967 7,053 6,152 5,896 2,943
Oil and Gas Division . ... ............ 871 2,308 6,386 8,577 14,882 14,704 14,792
e ekt ooty ol sxesese aitths 103 560 623 2,509 459 774 795

$32,337 $12,892 $102,029 $54,076 $58,289 $36,259 $25,553

For details of Lac Minerals’ planned exploration expenditures for 1985, see “Exploration Division™.

Lac Minerals estimates that capital and exploration expenditures will total approximately $170,000,000 during
1985, including $128,000,000 for the development of the Hemlo Project, $8,500,000 for mineral exploration,
$9,000,000 for the Macassa No. 3 Shaft, $5,000,000 for the development of Lake Shore underground, $5,500,000 for
oil and gas exploration and development, $5,000,000 for the development of Doyon underground and $9,000,000 for
other ongoing capital expenditures. The Hemlo Project has been designed, and is being developed, in compliance with
all relevant environmental laws, and such costs are reflected in the above figures. At Lac Minerals’ other operations,
there are no anticipated increased expenditures or commitments which would result in material capital or other
expenditures for environmental control facilities during the current year or any succeeding periods. For details of the
estimated total capital expenditures which will be required to place the Hemlo Project into full production, see “Hemlo
Project”.
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SUMMARY FINANCIAL INFORMATION

As the amalgamation referred to above under “The Company” did not result in any change in the beneficial
ownership of Lac Minerals, such amalgamation was accounted for as a pooling of interests. Accordingly, the following
financial information for 1980 through 1982 reflects the combined operations of the predecessor companies as if the
amalgamation occurred at the beginning of 1980. See the Consolidated Financial Statements of Lac Minerals.

The following table summarizes production statistics, revenues and earnings statistics, total assets, total long-term
debt and dividends per common share for the periods indicated:

Three months

ended March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(dollars in thousands, except per share amounts)
Production
Ounces of gold (net of
royalties) .. ............ 67,453 72,222 299,571 257,064 201,181 188,433 144,454
Barrels of oil and natural gas
liquids (net of royalties). . 11,216 18,747 51,211 63,666 44 583 29,665 12,396
Mmcf of natural gas (net of
royaltes):, cul oo vam o 321 430 1,329 1,227 1,336 408 238
Revenues
Billion: .. . sus sreves vagenles $ 36,087 $ 37,772 $153,090 $142,199 $116,903 $133,637 $ 69,332
Oil and gas . .« vven cnies v 1,669 2,196 6,815 6,573 5,229 1,766 872
Other: s o omn s sens 2,226 1,602 9,768 8,460 8,266 3,681 3,223

$ 39,982 $ 41,570 $169,673 $157,232 $130,398 $139,084 $ 73,427

Mining. ................. $ 7,857 $ 14,098 $ 45,008 $ 51,627 $ 48,171 $ 79,453 $ 27,884
Oiland gas .............. (140) 556 (4,861) (2,170) (5,152) (5,850) (3,711)
87175 GRNRRS - 292 (148) 1,791 2,998 2.527 275 852
Total earnings from operations . . 8,009 14,506 41,938 52,455 45,546 73,878 25,025
Other income (expense), net .. .. 5,890 2,377 9,819 1,714 (2,323) 11,297 2,343
Income and mining taxes....... (6,100) (7,598) (22,450) (26,200) (21,295) (47,748) (18,633)
Earnings before extraordinary
items ..................... 7,799 9,285 29,307 27,969 21,928 37,427 8,735
Extraordinary items ........... (19,804)
Earnings (1088) ...:..0vivniinn $ 7,799 $ 9,285 §$ 29,307 $ 27,969 §$ 21,928 §$ 37,427 $(11,069)
Earnings (loss) per share® . .. .. $ 030 $ 037 $ 114 $§ 117 $ 101 $ 1.8 $ (0.59)
Total assets!: . ..ty vosn v s 413,965 250,665 397,751 234,207 146,687 125,805 109,637
Total long-term debt........... 82,202 14,977 80,246 15,185 17,404 19,167
Dividends per share ........... 0.30( 030 0422 0412  0.03Q

Financial information in
accordance with U.S. GAAP
Earnings before

extraordinary items. . . ... 5,397 9,285 28,760 27,969 21,415 37,169 8,735
Earnings (loss) after

extraordinary items. . . ... 5,397 9,285 28,760 27,969 21,415 37,169 (11,069)
Earnings (loss) per share(®) . 0.21 0.37 1:12 1.17 0.99 1.83 (0.54)
Total long-term debt....... 71,870 14,977 69,275 15,185 17,404 19,167
Total assets . .c.w iovn vann 400,684 250,665 386,233 234,207 146,687 125,805 109,637
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(1) The dividends were paid in two equal instalments in the years ended December 31, 1983 and 1984 of U.S.
$0.23 and U.S. $0.24 respectively based on the Noon Buying Rate on the dates of payment. Dividends paid
in 1982, 1981 and 1980 were U.S. $0.34, U.S. $0.34, and U.S. $0.03 respectively based on the average Noon
Buying Rates for each year.

(2) The predecessor companies of Lac Minerals did not have formal dividend policies, but dividends were
declared and paid where funds surplus to such companies’ needs were available for distribution to share-
holders.

(3) The book value per common share at March 31, 1985 was $8.73 based upon 26,044,848 shares outstanding
and excluding Lac Minerals’ pro rata interest in its own shares.

(4) See Note 7(c) of the Notes to the Consolidated Financial Statements of Lac Minerals.

The following table summarizes operating earnings, earnings and earnings per share for each of the last nine

uarterl riods:
1 B Quarterly Period

1985 1984 1983
1st 4th 3rd 2nd 1st 4th 3rd 2nd 1st
(dollars in thousands, except per share amounts)
REVENUES., « vioie & oo s wasass lon $39.982 $43,223 $41,611 $43,269 $41,570 $42,322 $39,391 $40,167 $35,352
Earnings from operations. ... .. 8,009 4,744 9,688 13,000 14,506 14,218 12,735 12,276 13,226
BATNINOS . eic) Sant s@s palos 7,799 5,071 8,272 6,679 9,285 10,022 6,536 5,113 6,298
Earnings per share ........... 0.30 0.19 0.31 0.27 0.37 0.41 0.26 0.22 0.28

MANAGEMENT’S DISCUSSION
Review of Operations
Operating earnings in the Mining Division increased substantially during 1980 due primarily to the increase in the
realized price of gold and the commencement of operations at Doyon in March 1980. The Oil and Gas Division incurred
losses due to the write-off of dry hole costs. Other income consisted principally of interest income. The most significant

extraordinary item in 1980 was the write-down of Lac Minerals’ investment in New Cinch Uranium Ltd. of
$20,776,000. See “Legal Proceedings”.

The significant increase in operating income in 1981 reflected substantially higher realized gold prices and a full
year of production from Doyon. Unit costs of gold production increased during 1981 due to increased costs of labour
and materials. Other income included interest income and a substantial gain on the sale of securities. Losses in the Oil
and Gas Division resulted from dry hole write-offs.

In 1983 the consolidated earnings were $27,969,000 on revenues of $157,232,000, compared with consolidated
earnings of $21,928,000 on revenues of $130,398,000 in 1982. The consolidated earnings in 1983 increased by
$6,041,000, or 28%, over 1982 because of increased gold deliveries and higher interest income from cash investments.

The above positive results were partially offset by a lower realized average price per ounce of gold delivered (8556
on 254,999 ounces in 1983 compared with $583 on 200,941 ounces in 1982) and higher mine operating expenses
($90,572,000 in 1983 compared with $68,732,000 in 1982).

The higher gold deliveries in 1983 resulted from an increase in gold production which totalled 257,064 ounces
compared with 201,181 in 1982. The increase of 28%, or 55,883 ounces, in gold production is largely attributable to
higher production volume from the Bousquet mine and to the reopening of the Lake Shore mine. Overall, the Mining
Division contributed $51,627,000 to earnings from operations in 1983 compared with $48,171,000 in 1982.

In 1983, the loss from operations in the Oil and Gas Division declined to $2,170,000 from $5,152,000 in 1982.
The reduced loss was due to lower depletion, dry holes and abandonments charges in 1983 as compared to 1982.

The consolidated earnings in 1984 were $29,307,000 on revenues of $169,673,000, compared with consolidated
earnings of $27,969,000 on revenues of $157,232,000 for 1983. The consolidated revenues in 1984 increased by
$12,441,000, or 8%, over 1983 because of increased gold deliveries. Higher interest income from cash investments
contributed to the earnings improvement.

During 1984, Lac Minerals delivered 297,789 ounces of gold, an increase of 42,790 ounces, or 17%, over 1983.
The realized average price per ounce of gold delivered was $516, a decrease of $40, or 7%, from 1983. However, the
lower gold price was offset by a more favourable United States currency exchange rate.
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Interest income increased to $13,766,000 in 1984 from $4,085,000 in 1983 which reflected Lac Minerals’
investment of funds prior to their utilization in the Hemlo project and other capital projects in 1985.

The operating expenses in the Mining Division increased by $17,510,000 to $108,082,000 in 1984 reflecting
higher gold production of 299,571 ounces compared to 257,064 ounces in 1983. The Mining Division contributed
$45,008,000 to Lac Minerals earnings from operations in 1984, compared with $51,627,000 in 1983,

The loss from operations in the Oil and Gas Division increased to $4,861,000, compared with $2,170,000 in 1983,
The increase in the loss was due to the write-down in book value of certain oil and gas assets.

The interest expense in 1984 totalled $7,588,000, compared with $2,410,000 in 1983. The increase in 1984 was
due to borrowings to finance development and capital projects, and payments of interest on mining tax reassessments
in respect of prior years.

During the three months ended March 31, 1985, the earnings from operations decreased to $8,009,000, compared
with $14,506,000 for the same period in 1984. The decrease was due to declines in gold production, oil and gas
production and the price of gold, as well as higher operating and mineral exploration expenses.

The other income (expense) during the three months ended March 31, 1985 totalled $5,890,000, compared with
$2,377,000 for the same period in 1984. The increase was mostly due to higher interest income ($3,530,000 in 1985
compared with $1,712,000 in 1984) and the higher gain on foreign exchange (34,601,000 in 1985 compared with
$663,000 in 1984). However, this increase was partially offset by the write-down of an investment in an exploration
company amounting to $1,416,000. This write-down reflected Lac Minerals’ assessment that development of its iron
property would not be economic in the foreseeable future.

Liquidity and Capital Resources

Lac Minerals’ working capital deficiency was $1,292,000 at December 31, 1980. The working capital position
deteriorated to a deficiency of $9,512,000 at December 31, 1981, due to a significant increase in capital expenditures,
the repayment of term bank loans and the payment of dividends.

Funds provided from operations in 1982 amounted to $51,741,000 which financed substantially all of Lac
Minerals’ capital expenditures of $53,036,000. In order to enhance liquidity, borrowings from other Lac Group
companies amounting to $13,500,000 were converted on December 31, 1982 from demand loans to term loans
maturing on January 1, 1986. On November 28, 1984 the maturity date of these loans was extended to January 1, 1989
because the boards of directors of such companies considered it to be in the best interests of the companies concerned
to make such use of the funds. All other terms of the loans remain the same. As a result of this refinancing, Lac
Minerals had working capital at December 31, 1982 of $1,609,000. At December 31, 1983 working capital amounted
to $70,318,000, an increase of $68,709,000 from that of a year earlier. Funds totalling $67,139,000 provided from
operations in 1983 were $5,888,000 higher than required to finance capital expenditures of $46,252,000, dividend
payments of $8,148,000 and other applications of $6,851,000. Additional cash totalling $53,298,000 was raised in
1983 from an offering of common shares to the public and the exercise of stock options. Lac Minerals received net
proceeds of $52,736,000 after deducting the expense of the issue (net of income taxes) from the public sale of 2,000,000
such shares at $27.25 per share.

The ratio of current assets to current liabilities decreased to 3.7 to 1 at December 31, 1984 from 6.5 to 1 a year
earlier principally as a result of the public issue of the Debentures in April 1984,

Consolidated cash and short-term investments of $137,489,000 was 83.2% of current assets (34.6% of total
assets) at the end of 1984 compared with $62,602,000 or 75.3% of current assets (26.7% of total assets) at the end of
the previous year. This increase reflects the public issue of shares, debentures and gold purchase warrants during 1984
for which Lac Minerals received gross proceeds of $100,570,000. These funds are being applied to Lac Minerals’
capital expenditure program, with the maturity date on the debentures set to coincide with Hemlo reaching full
production levels.

At December 31, 1984 consolidated shareholders’ equity and long-term debt totalled $299,381,000. This repre-
sents an increase of $121,292,000 from $178,089,000 at December 31, 1983. The ratio of debt to equity at December
31, 1984 was 1 to 2.7 compared with 1 to 10.2 at the end of 1983.

‘Working capital increased by $49,826,000 during 1984 to $120,144,000, from $70,318,000 in 1983. This increase
is directly attributable to the public issues done during the year. Capital expenditures during 1984 were $91,455,000,
of which $70,887,000 were financed by the funds flow from operations. During 1983, capital expenditures were
$46,252,000, all of which were financed by funds flow from operations. Lac Minerals estimates that its capital and
exploration expenditures will approximate $170,000,000 in 1985. See “Capital and Exploration Expenditures”.
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Shareholders’ equity increased to $219,135,000 during 1984 from $162,904,000 in 1983. Due to the debenture
issue, which increased long-term debt to $80,246,000 from $15,185,000 in 1983, shareholders’ equity was 62.1% of
total capital employed at year-end 1984 compared to 73.6% a year earlier.

During the three months ended March 31, 1985, consolidated working capital decreased by $10,353,000 to
$109,791,000 from $120,144,000 at December 31, 1984. The decrease resulted from Lac Minerals’ simultaneous
development of five new mine shafts in Ontario and Quebec. Funds flow from operations during the first quarter of
1985 was $20,648,000 compared with $20,840,000 for the same quarter in 1984. Consolidated cash and short-term
investments at March 31, 1985 amounted to $127,963,000.

The ratio of current assets to current liabilities will continue to decrease during 1985 because of capital and
development expenditure commitments. The ratio is expected to improve upon the completion of the programs.

Lac Minerals has arranged operating lines of credit with Canadian chartered banks amounting to $31,500,000 or
the equivalent in United States dollars and an additional line of credit of U.S. $2,000,000. No commitment fees are
payable for these lines of credit which were unused at March 31, 1985.

Capital Commitments and Inflation

For details of capital commitments, see “Business and Properties” and “Capital and Exploration Expenditures”.
As described under “Risk Factors” the price of gold is influenced by inflation, among other factors, and this has a direct
impact on revenues and earnings.

EMPLOYEE RELATIONS

Lac Minerals has collective agreements in force at each of its operations with the unions, expiry dates and affecting

the number of hourly paid employees as set out below:
Number of hourly

paid employees
Location Union and Local Expiry Date as at May 31, 1985
Macassa United Steel Workers of America May 31, 1985 263
Local 4584
Lake Shore United Steel Workers of America May 31, 1985 34
Local 4584
Doyon United Steel Workers of America November 30, 1986 163
Local 9019
Bousquet United Steel Workers of America November 15, 1985 167
Local 4796
Est-Malartic Custom Mill United Steel Workers of America November 15, 1985 54
Local 4796
Terrains Custom Mill United Steel Workers of America November 15, 1985 34
Local 4796
Milton Limestone Aggregates
Hourly paid employees Energy and Chemical Expired 21
Workers Union
Local 266
Truckers International Brotherhood of April 30, 1986 10

Boilermakers, Iron Shipbuilders,
Blacksmiths, Forgers and Helpers

In addition to the hourly paid employees, at May 31, 1985, Lac Minerals had 385 salaried employees.

On February 6, 1985, a 12 hour sit-in occurred underground at Bousquet. Negotiations resulted in the employees
returning to work and the establishment of a production committee comprised of representatives of management and the
union.

Negotiations are underway at Milton with respect to the hourly paid workers and at Macassa and Lake Shore but
final agreements have not been reached.

Lac Minerals believes its relations with its employees are satisfactory.
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RISK FACTORS

Lac Minerals’ operations are subject to the risks normally encountered in the mining business and in the oil and
gas industry. For a discussion of such risks see “Risk Factors” on page 7 hereof.

GOVERNMENT REGULATIONS

Lac Minerals’ operations are subject to various levels of extensive government controls and regulations. These
controls and regulations are amended from time to time. Current legislation is a matter of public record and Lac
Minerals is unable to predict what additional legislation or amendments may be proposed that affect the mining industry
or when any such proposals, if enacted, might become effective.

Province of Québec

The operation of Doyon, Bousquet, the Est-Malartic and Terrains custom mills and the mill at Doyon are governed
by the provisions of mining leases and mining concessions issued by the Province of Québec, the Mining Act, the
Occupational Health and Safety Act and the Environment Quality Act of the Province of Québec and the regulations
passed thereunder and, in the case of Doyon, Bousquet, the Terrains custom mill and the mill at Doyon the Certificates
of Authorization issued to Lac Minerals and SOQUEM in the case of Doyon and the mill at Doyon, and to Lac Minerals
in the case of Bousquet and the Terrains custom mill, under the Environment Quality Act. The rejected material
management system of the mill at Doyon is not presently operated in compliance with the conditions of the related
Certificate of Authorization and an application is pending under the Environment Quality Act for amendments to the
Certificate in order to ensure compliance. Applications are also pending under the Mining Act for the approval of
modifications to the rejected material management systems of the Est-Malartic and Terrains custom mills. Management
knows of no reasons why these applications should not be approved. Failure to comply with the conditions of the mining
leases or mining concessions may entail cancellation thereof. Failure to comply with the rejected material management
system of the mills, as approved, the Environment Quality Act and the regulations passed thereunder, the conditions
of the Certificates of Authorization or the Occupational Health and Safety Act and the regulations passed thereunder
may result in orders being issued by the Minister of Energy and Resources, the Minister of Environment or an inspector
appointed under the Occupational Health and Safety Act, which orders may cause operations to cease or be curtailed.
Subject to the above-described applications, Lac Minerals and SOQUEM in the case of Doyon and the mill at Doyon,
and Lac Minerals in the case of the other operations, are complying in all material respects with the provisions of the
mining leases and the mining concessions, the Certificates of Authorization, the Mining Act, the Occupational Health
and Safety Act, the Environment Quality Act and the regulations passed thereunder.

Province of Ontario

The operations of Macassa, Hemlo, Lake Shore and the Milton Limestone Aggregates quarry are governed by the
provisions of the Mining Act, the Occupational Health and Safety Act, the Environmental Protection Act, the Environ-
mental Assessment Act and in addition, in the case of the Milton Limestone Aggregates quarry, the Pits and Quarries
Control Act, all statutes of the Province of Ontario, and the regulations passed thereunder. Failure to comply with such
statutes and regulations may result in orders being issued under any one or more of such statutes which may cause
operations to cease or be curtailed or may require installation of additional equipment. Lac Minerals is complying in
all material respects with the applicable mining, health, safety and environmental statutes and regulations passed
thereunder.

SHARE CAPITAL, GOLD PURCHASE WARRANTS AND 8% DEBENTURES

The authorized capital of Lac Minerals consists of 49,997,916 common shares without nominal or par value, of
which 29,652,889 shares were issued and outstanding as at June 20, 1985. On April 29, 1985, the shareholders of Lac
Minerals passed a special resolution approving an amendment to its articles to create a class of an unlimited number
of preferred shares issuable in series and to remove the maximum number of common shares which it is authorized to
issue. Prior to the endorsement of a Certificate of Amendment in respect thereof, such special resolution was revoked
by the board of directors of Lac Minerals.

Common Shares

Each Lac Minerals common share ranks equally with all other common shares and shareholders are entitled to one
vote per share at all meetings of shareholders. The Lac Minerals common shares are listed and posted for trading on
the Toronto and Montreal stock exchanges.
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Gold Purchase Warrants

Lac Minerals has outstanding 200,000 Gold Purchase Warrants. Each Warrant entitles the holder to purchase 0.5
troy ounces of gold from Lac Minerals at a purchase price of U.S. $230 (which is equal to a price of U.S. $460 per
troy ounce) until April 15, 1989. Upon the exercise of a Warrant, the holder may elect to take delivery of the gold or
a certificate representing the gold issued by a Canadian chartered bank or to instruct such bank to sell the gold on the
holder’s behalf. The purchase price under each Warrant will be due and payable by the holder upon the exercise of the
Warrant. If the holder elects to take delivery of the gold, an amount equal to 1% of the Current Market Value (as
defined in the indenture relating to the Warrants (the “Warrant Indenture™)) on the date the Warrant is exercised of the
gold purchased by the holder will be payable to Lac Minerals on delivery of the gold. The claim of a Warrant holder
ranks on a parity with that of other unsecured creditors and prior to the rights of the holders of the Lac Minerals
common shares in the event of the liquidation or dissolution of Lac Minerals.

Lac Minerals has covenanted in the Warrant Indenture that, so long as any of the Warrants are outstanding, if at
the end of any month, production of its mines for the twelve calendar months ending on the last day of each month shall
not be equal to or greater than 1.5 times the amount of gold necessary to honour all Warrants outstanding (the
“Prescribed Gold Production Ratio™), Lac Minerals shall, within ten days after the end of such month, deposit with a
depository chosen by Lac Minerals and satisfactory to The Canada Trust Company (the “Warrant Trustee”), free and
clear of all encumbrances, an amount of gold or rights to gold such that the gold production of Lac Minerals’ mines
for the preceding twelve months together with the troy ounces of gold or rights to gold on deposit with the depository
is at least equal to the Prescribed Gold Production Ratio. The gold or rights to gold shall be held by the depository as
security for the exercise of Warrants until such time as Lac Minerals files with the Warrant Trustee a certificate
indicating that the Prescribed Gold Production Ratio was met in the preceding twelve months to which such certificate
relates, at which time the Warrant Trustee shall instruct the depository to return to Lac Minerals any gold or rights to
gold not required to comply with the foregoing provisions.

8% Debentures

The 8% Debentures due April 15, 1989 are direct obligations of Lac Minerals which were created and issued
pursuant to the provisions of a trust indenture (the “Indenture”) between Lac Minerals and Canada Permanent Trust
Company, as trustee. The Debentures are not secured by any mortgage, pledge or other charge and rank pari passu with
other unsecured indebtedness of Lac Minerals. The Debentures are not redeemable except in certain limited circum-
stances relating to the imposition of tax on principal and interest payments. Lac Minerals has the right at any time to
purchase Debentures at any price.

Lac Minerals has covenanted in the Indenture that, so long as any of the Debentures are outstanding and subject
to certain exceptions, it will not create, assume or incur certain encumbrances on any of its assets to secure any
indebtedness unless at the same time it shall secure, or cause to be secured, all of the Debentures then outstanding at
least equally and rateably with such indebtedness.

DIVIDENDS

In May 1985, Lac Minerals declared a dividend totalling 30 cents per share payable in two equal instalments on
June 3 and on a date in December 1985 to be announced. In each of 1983 and 1984, Lac Minerals paid dividends
totalling 30 cents per share in two equal instalments. In 1982, Long Lac Minerals Ltd. (No Personal Liability) paid
dividends aggregating 25 cents per share. Subsequent to May 31, 1982 and prior to December 31, 1982, such company
and its subsidiaries owned substantially all of the operating assets which are now owned by Lac Minerals and may
therefore be regarded as Lac Minerals’ significant predecessor.

None of the predecessor companies of Lac Minerals had a formal dividend policy, but dividends have been
declared and paid where funds surplus to their needs were available for distribution to shareholders. This practice has
been continued by Lac Minerals.

PRICE RANGE AND VOLUME OF TRADING

The Lac Minerals common shares are listed on the Toronto and Montreal stock exchanges. The Toronto Stock
Exchange is the principal market on which such shares are traded. There is no established public trading market for Lac
Minerals common shares in the United States. As of June 20, 1985, there were 5,420 holders of record of Lac Minerals’
common shares. The following table sets forth the high and low prices of the Lac Minerals common shares and the
volume traded on The Toronto Stock Exchange since January 1, 1983.
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Period

1983

BItSt QUATIET - o e 5 i 2 amie s oials S s ane & e Teve B i £ 500 55 3 e

Second Quarter

Third Quarter . ............. .c.iuiiuenan...

Fourth Quarter
1984

Pirst: (AT oo vy wrmros suore watote aseiem siats $938

Second Quarter

Fourth Quarter
1985

JANMUATY' |, 10ia viriois wissain sseis o riosn wiminie sinzess sisin musie
February ....... ..o
March . oceiv o somn s s s svae s ava

Thitd OUATTEG vvs e 5 e w50 wne 5% & 05 S

High Low

$31% $19
30V 221,
38% 29
33% 25
28% 24
37% 307%s
33% 23%
33% 24
28% 24
287% 24%
321 262
36 31Y%
35% 28
28% 2674

Share
Volume

4,056,500
2,480,700
2,788,600
1,481,300

1,332,400
1,401,800
1,511,500

937,100

280,800
361,700
705,300
707,230
1,220,587
667,814

On May 14, 1985, being the day preceding the date upon which the proposed Amalgamation was announced by
the Amalgamating Corporations, the closing price of the Lac Minerals common shares on The Toronto Stock Exchange
was $347%. On June 21, 1985 the closing price of the Lac Minerals common shares on The Toronto Stock Exchange

was $27%.

Long-term debt:(1)
Advances from Lac Group companies
Obligations under capital leases (excluding current portion)
8% Debentures due April 15, 1989 (U.S.$50,000,000)

Total long-term debt

Shareholders’ equity:

Capital stock:

Common shares(2)

Retained earnings

Less: Lac Minerals’ pro rata interest in the cost to Lac Group
companies of their investment in shares of Lac Minerals

Total shareholders’ equity

Total capitalization

CONSOLIDATED CAPITALIZATION

Outstanding as at
March 31, 1985

Outstanding as at
December 31, 1984

(dollars in thousands)

$ 13,500
352
68,350

82,202

137,709
(29,633,389 shares)
92,957

230,666

3,394
227,272
$309,474

$ 13,500
676
66,070

80,246

137371
(29,612,689 shares)
85,158

222,529

3,394
219,135
$299,381

(1) Note 6 of the Notes to the Consolidated Financial Statements of Lac Minerals provides details of long-term debt.

(2) Stock options with respect to 115,500 common shares were outstanding at December 31, 1984 (195,800 shares at

March 31, 1985). See “Lac Minerals Stock Option Plan”,

(3) Deferred taxes as at December 31, 1984 amounted to $53,323,000 and as at March 31, 1985 amounted to

$58,798,000.



MANAGEMENT
Directors and Officers

The directors and officers of Lac Minerals consist of the individuals described under “Description of LAC -
Directors and Officers” together with Mark Hoffman (age 46) and Donald Colin Webster (age 55), who are presently
directors of Lac Minerals. Mr. Hoffman’s principal occupation is Chairman, International Financial Markets Trading
Limited (financial consulting service company). Prior to January 1984, he was Managing Director, Guiness Peat Group
P.L.C. (international financial services company), prior to September 1982, he was the President, Resource Group,
George Weston Ltd. (the non-food division of a diversified manufacturing and distribution company) and prior to June
1981, he was the Senior Vice-President and Chief Financial Officer, George Weston Ltd. Mr. Webster has been the
President of Helix Investments Limited (venture capital company) during the past five years. The dates upon which each
director became a director of Lac Minerals are as follows: Peter A. Allen (1967), John C. L. Allen (1951), John A.
Downing (1982), Paul Fortin (1982), Mark Hoffman (1984), John E. Mockridge (1982), Harrison E. Rutetzki (1985),
Dennis G. Sheehan (1984), Richard P. Smith (1980), Robert C. Stanley, Jr. (1953), Barton A. Thomson (1982) and
Donald C. Webster (1973). Ian T. H. Hamilton became an executive officer in 1971. For purposes of the foregoing,
Lac Minerals means Little Long Lac until June 1, 1982, Long Lac Minerals Ltd. (No Personal Liability) from June 1,
1982 until December 31, 1982 and Lac Minerals thereafter. For information concerning such officers and directors,
including the dates upon which the remaining executive officers were appointed as such, see “Description of LAC -
Directors and Officers”.

Each of the directors of Lac Minerals is paid directors’ fees of $8,500 per annum, plus expenses incurred to attend
meetings of the board of directors. During 1984, the board held twelve meetings. All directors attended 75% or more
of such meetings held during the period for which they were directors except Messrs. J.C.L. Allen, Fortin, Mockridge
and Webster.

Messrs. Downing, Smith and Thomson comprise Lac Minerals’ audit committee. Under the Ontario Act, the audit
committee must review the financial statements of Lac Minerals and report thereon to the board of directors before such
financial statements are approved by the board. The audit committee met four times during 1984 and all members
thereof attended such meetings. Audit Committee members are paid their expenses incurred to attend committee
meetings. The board of directors of Lac Minerals does not have a compensation committee or a nominating committee.

Officers are appointed annually by the board of directors.

Remuneration of Directors and Officers

The following table sets forth the aggregate remuneration paid or payable and the estimated aggregate cost of all
pension and other benefits to the directors and certain officers of Lac Minerals for the twelve months ended December
31, 1984.

Nature of Remuneration Earned

Cost of
Directors’ Stock Pension Aggregate
Fees Salaries Bonuses Option Benefits(1) Other(2) Remuneration

Directors (twelve). ......... $101,667 Nil $ 8,000 Nil Nil $ 10,000 $ 119,667
Five senior officers3). .. .... Nil $697,665 $ 48,500 $173,175 $ 42,556 $ 29,328 § 991,224
Officers with aggregate

remuneration over $50,000

including the five senior

officersi(Nine) ... o oo Nil $929,443 $ 58,500 $353,330 $ 53,377 $ 50,920  $1,445,570

NOTES:

(1) “Pension Benefits” means the estimated cost during the twelve months ended December 31, 1984 for all pension
benefits proposed to be paid under the Lac Minerals’ retirement plan in the event of retirement at normal age. See
also “Pension Plan”.

(2) Includes other taxable benefits required to be reported as income under the Income Tax Act (Canada).
(3) In addition, two officers received an aggregate of $300,000 in respect of the termination of their employment.
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The following table sets forth information concerning the cash compensation of (1) each of the five most highly
compensated executive officers of Lac Minerals whose total cash compensation exceeded $50,000 and (2) all executive
officers of Lac Minerals as a group, in each case for services in all capacities to Lac Minerals and its subsidiaries during
the fiscal year ended December 31, 1984.

Name of Individual

and Capacities in which Cash Cost of

Compensation Received Compensation(1)(2)  Pension Benefits(3)

Peter A.-Allen, President . ..o zon vins s s s snis $ 223,115 $12,195
Chief Executive Officer and Director

Harrison E. Rutetzki, Senior Vice ................ 166,001 8,179
President, Operations

Dennis G. Sheehan, Senior Vice . ................. 154,234 8,551
President, Exploration and Director

J. Mclntosh Gibbs, Vice President,................ 125,863 7.225
Hemlo Development

Ian T. H. Hamilton, Senior Vice.................. 120,447 6,406
President and General Counsel

Total of the above . .. ...t § 789,660 $42,556

All executive officers as a group
(seven including those named above) ............ $ 1,227,820 $52,101

Directors only (twelve)® .. ... ... .............. $ 119,667

NOTES:

(1) Includes salaries, bonuses, directors’ fees and other taxable benefits, which comprise the total amount required to
be reported as income under the Income Tax Act (Canada).

(2) Edward J. Wade, Senior Vice President until his resignation in October 1984, received cash compensation (as
defined in Note (1)) of $99,901 during 1984 and $250,000 in respect of the termination of his employment.

(3) “Pension Benefits” means the estimated cost during the twelve months ended December 31, 1984 for all pension
benefits proposed to be paid under the Lac Minerals retirement plan in the event of retirement at normal age. See
also “Pension Plan”.

(4) Directors receive no pension benefits for their services as such. Executive officers who are also directors, however,
receive benefits as disclosed above.

Geologists’ Royalty Plan

Lac Minerals has established a royalty interest incentive plan (the “Royalty Plan™) for the benefit of full-time
employees of the Exploration Division, including the Senior Vice President, Exploration, employed as geologists,
prospectors or mine-finders. Under the Royalty Plan, the board of directors is authorized to grant to one or more
designated employees and apportion among such employees a maximum 1.25% royalty interest in the net proceeds, as
defined in the Royalty Plan, received by Lac Minerals from commercial production of a mineral prospect in which Lac
Minerals has acquired an interest. Employees eligible for such royalty interests are those employees designated by the
board as the employees responsible for bringing the prospect to the attention of Lac Minerals. The Royalty Plan
provides that royalty interests granted thereunder may not be assigned without first offering the interests to Lac Minerals
for purchase and the interests are not affected by the subsequent termination of the grantee’s employment.

Royalty interests, aggregating 1.25% of such net proceeds, were granted in 1982 with respect to the Hemlo Project
to a geologist and to the Senior Vice President, Exploration, Dennis G. Sheehan. Mr. Sheehan’s 1% royalty interest was
purchased in December 1983 by Little Long Lac in exchange for 175,000 common shares of Little Long Lac and
subsequently in December 1983 such interests were purchased by Lac Minerals from Little Long Lac and the geologist
for an aggregate of 256,610 common shares of Lac Minerals.

Stock Option Plan

In January 1982 the board of directors of Long Lac Minerals Ltd. (No Personal Liability) approved the terms of
a stock option plan for key employees (the “Lac Minerals Plan”). On the amalgamation of such company and certain
other companies in December 1982, such Plan was adopted by Lac Minerals.
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The Lac Minerals Plan authorizes the board of directors to grant options to purchase Lac Minerals common shares
to any officer, employee or consultant employed on a full-time basis. The board may grant the options subject to such
additional terms and conditions not inconsistent with the express terms of the Lac Minerals Plan as the board may
approve. The options must be exercised within five years from the date of grant and the exercise price is at least equal
to 90% of the market price on the date of grant. “Market price” for the purposes of the Lac Minerals Plan is the average
price for Lac Minerals common shares traded on The Toronto Stock Exchange on the last business day in which trading
of a total of not less than 100 shares took place immediately preceding the date of grant.

The Lac Minerals Plan sets out certain restrictions on the number of shares subject to option which may be
purchased in any one year and also provides that the aggregate number of shares made subject to options to any one
person cannot exceed 300,000 shares in any 12 month period. Such Plan further provides that the options are not
assignable and that any options granted to an employee who thereafter ceases to be employed by Lac Minerals shall,
subject to certain exceptions in the case of the retirement, death, sickness or disability of the employee, terminate 30
days after the date of termination of employment.

700,000 Lac Minerals common shares are reserved for distribution under the Lac Minerals Plan and options with
respect to 170,300 Lac Minerals common shares are currently outstanding and are held by 32 employees. An aggregate
of 407,700 Lac Minerals common shares have been issued in connection with the exercise of options. Options with
respect to 91,000 Lac Minerals common shares were granted on January 16, 1985.

Each option with respect to the purchase of Lac Minerals common shares which is currently outstanding will
continue to be exercisable after the Amalgamation becomes effective and will entitle the holder to purchase the same
number of LAC common shares at the exercise price applicable to such option.

The following table sets forth certain information pertaining to outstanding options granted under the Lac Minerals
Plan as at June 21, 1985. See also Note 7(b) of the Notes to the Consolidated Financial Statements of Lac Minerals.

Approximate
Number market value
of Exercise per share
Date of common price Date of at date of
Description of grantees grant shares per share expiry grant
Senior officers
Peter A. Allen........ June 29, 20,000 $ 295 June 28, $ 3.30
1982 1987
Harrison E. Rutetzki .. June 29, 4,000 $ 2.95 June 28, $ 3.30
1982 1987
Rolando C. Francisco.. June 29, 1,300 $ 2.95 June 28, $ 3.30
1982 1987
D. Paul Moffat....... January 16, 15,000 $24.80 January 15, $26.11
1985 1988
J. McIntosh Gibbs .... January 16, 15,000 $24.80 January 15, $26.11
1985 1988
Other employees
23 individuals . ....... June 29, 63,500 $:2.95 June 28, $ 3.30
1982 1987
1 individual.......... March 8, 1,500 $21.35 March 7, $23.75
1983 1988
3 individuals......... January 16, 50,000 $24.80 January 15, $26.11
1985 1988
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The following table sets forth certain information pertaining to options exercised under the stock option plan
during the twelve months ended May 31, 1985:

Price range
per share for
30 days preceding
date of purchase(1)

No. of Purchase price

Description of grantees Date of exercise common shares per share High Low
Senior officers June 29, 1984 2,500 $ 2.95 $347% $32%
(3 individuals) July 31, 1984 3,000 2.95 33% 23%
September 25, 1984 3,000 2.95 3075 272

Officers with remuneration June 29, 1984 2,500 2.95 347% 32%
over $50,000 (5 individuals, July 31, 1984 3,000 2.95 33% 23%
including 3 senior officers September 25, 1984 3,000 2.95 30% 27
referred to above) October 2, 1984 2,200 2.95 31% 27V
November 23, 1984 10,000 28.71 33% 294

(1) Based on prices of Lac Minerals’ shares on The Toronto Stock Exchange at the date of purchase. See “Other
Employee Benefit Plans.”

Pension Plan

On June 1, 1983, a new pension plan was established by the board of directors for senior officers of Lac Minerals.
Lac Minerals will make all contributions to the plan and employees will receive at normal retirement (age 65) 2% of
average earnings during the best three consecutive years for each year of pensionable service not exceeding 35 years,
to a maximum of $60,000 a year. The plan vests after five years of service and early retirement is permitted after age
55, subject to reductions. At December 31, 1984, there were seven members in this plan and at March 31, 1985, there
were nine members. This plan has been fully funded by Lac Minerals.

As of December 31, 1984, each of the following individuals named in the Cash Compensation Table under
“Remuneration of Officers and Directors™ was a participant in both the pension plan for senior officers and life
insurance plan and was credited with years of service and vested interest in the pension plan as set forth in the following

table:
Vested interest at December 31, 1984

1984 Compensation Qualifying Which would provide the Fully

upon which pension number of following monthly pension funded
Name plan is based years of service payable at age 65 for life(1) liabilities(2)
Peter A. Allen........... $199,920 17 $2,430/month $ 82,366
Harrison E. Rutetzki ... .. 134,090 23 3,430/month 234,492
Dennis G. Sheehan....... 140,185 16 2,346/month 100,289
J. Mclntosh Gibbs ....... 118,450 1 190/month 9,127
Ian T. H. Hamilton. ...... 105,020 14 2,037/month 69,042
Rolando C. Francisco.. ... 74,200 6 817/month 15,083

(1) Total accumulated monthly pension payable at age 65. These monthly pension amounts shall continue to be
payable while either the annuitant or his spouse, if any, lives and shall cease upon the death of the last survivor
of the annuitant and his spouse.

(2) The fully funded liability is based upon the assumption that at retirement the spouse is not more than five years
younger than the annuitant.

The estimated annual benefits payable upon retirement at various salary levels are set forth in the following table:

Estimated Annual Benefits Payable Upon Retirement
Years of Service

Remuneration 10 15 20 25 30 K
S1001000 s s ones 8 Mo oo $17,150 $25,725 $34,300 $42 875 $51,450 $60,025
125:000:.:. ; cofontbeindlefuan s 17,150 25.725 34,300 42 875 51,450 60,025
150,000 i men v aor i s 17,150 25725 34,300 42 875 51,450 60,025
NoOTE:

The estimated annual benefits are the maximum registered pension benefits available in accordance with guidelines
issued by the Department of National Revenue in effect as at December 31, 1984,
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On June 1, 1979, a pension plan was established by the board of directors for all salaried employees of Lac
Minerals and predecessor corporations. Lac Minerals will make all contributions to the plan and all employees will
receive at normal retirement age (age 65) an annual pension equal to 2% of income purchased during each year of
participation. The final pension will be the total of the yearly purchase. Both current service and past service
pensionable amounts have been fully funded by Lac Minerals. The plan provides for vesting in varying percentages
from five years of continuous service through nine years at which time amounts contributed become fully vested. There
were about 240 members in this plan both at March 31, 1985 and December 31, 1984.

OTHER EMPLOYEE BENEFIT PLANS

On January 1, 1980, a pension plan was established by the board of directors for all hourly paid employees of Lac
Minerals and predecessor corporations working in Québec. Under this plan, Lac Minerals will contribute 3% of the
employee’s salary, and employees will purchase at normal retirement age (age 65) an amount of pension based on the
value of his account. The plan vests after five years of service, and the plan has been fully funded by Lac Minerals.
There were about 450 members in this plan at March 31, 1985 and December 31, 1984.

In June 1974, a pension plan was established by the board of directors for all hourly paid employees of Lac
Minerals and predecessor corporation working in Ontario. Under this plan, Lac Minerals will contribute all amounts
required to fund the benefits, which are $10 per month for each year of credited service. The plan has been fully funded,
and there were about 300 members in the plan at March 31, 1985 and December 31, 1984. If an employee leaves Lac
Minerals and has completed 10 years of service, and has attained age 45, he is entitled upon termination to a deferred
annuity commencing at normal retirement age (age 65) calculated as for the normal retirement benefit, allowing for
credited service to the date of termination.

On June 1, 1983, a life insurance plan was established by the board of directors for senior officers whereby benefits
equal to 600% of basic earnings, to a maximum of $500,000, are payable. Lac Minerals pays all premiums under the
plan.

INTERESTS OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

John C. L. Allen, of 9 Deer Park Crescent, Toronto, Ontario, a director, was, until March 31, 1985, the President
of John C. L. Allen Limited, investment dealers which during 1982 received $1,564 of commissions and $15,997 of
lease payments for office space rented, during 1983 received $12,160 of commissions and $15,997 of lease payments
and during 1984 received $3,539 of commissions and $15,997 of lease payments. John C. L. Allen also received $2,000
during each of 1982 and 1983 in consulting fees under a consulting contract with Lac Minerals and during 1984
received an honorarium of $10,000.

John A. Downing, of 28 Silvergrove Place N.W., Calgary, Alberta, a director, is the President of Sunburst
Resources Ltd., a company which was a party to a joint venture agreement with Lac Minerals with respect to
exploration for oil and gas, which agreement has been terminated. During 1982, Sunburst Resources Ltd. received
$305,600 as payment for salaries and expenses pursuant to the joint venture agreement. In 1983 Sunburst Resources
Lid. received $50,000 in connection with the winding-up of the joint venture and in 1984 received $10,000 for
consulting services. During 1985, John A. Downing is being paid $7,500 per month for consulting and management
services under a verbal agreement terminable at any time. Lac Minerals does not expect that this agreement will extend
beyond the end of 1985.

C. James Gilders, of R.R. #12, Rockyview, Alberta, who was a director from May 13, 1983 to December 31,
1984, was, until January 15, 1985, President of Citadel Resources Ltd. and Citadel Energy Ltd., which acted as the
operators of certain oil and gas joint ventures entered into by Lac Minerals. On January 15, 1985, Lac Minerals
purchased Citadel Resources for $20,000. In this capacity, Citadel Resources received $367,580 for salaries and
administrative expenses in 1982. In addition, Mr. Gilders is President of Gildex Ltd., a firm of petroleum consultants
which received $257,363 during 1982 for petroleum consulting services performed for Lac Minerals. For 1983 Citadel
Resources and Citadel Energy received an aggregate of $675,952 for salaries and expenses and Gildex received
$305,630 for consulting services. In 1984, Mr. Gilders received an aggregate of $135,000 from Lac Minerals for
consulting fees including $45,000 upon termination of the consulting agreement and Gildex Ltd. received $158,176 for
consulting services performed for Lac Minerals.
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John E. Mockridge of Ballsdown Road, Chiddingfold Near Godalming, Surrey, England is a Vice President,
director and shareholder of Midland Doherty Limited and is a director of Lac Minerals. Midland Doherty was one of
the Managers with respect to the offering by Lac Minerals of Debentures and Warrants in April 1984. See “Share
Capital, Gold Purchase Warrants and 8% Debentures”.

Barton A. Thomson, of 80 Gloucester Street, Toronto, Ontario, a director, is the President of Barton A. Thomson
& Associates, Ltd. Barton A. Thomson & Associates, Ltd. received $19,951 during 1982 in payment for engineering
consulting services performed for Lac Minerals and for 1983 received $24,515.

Dennis G. Sheehan, of 1266 Old River Road, Mississauga, Ontario, a director since April 30, 1984 and the Senior
Vice President, Exploration of Lac Minerals, received 175,000 common shares of Little Long Lac in December 1983
in exchange for a 1% interest in the net proceeds from the Hemlo Project which was granted to him by Lac Minerals
under its Geologists’ Royalty Plan. Subsequently Lac Minerals purchased the 1% interest from Little Long Lac for
205,288 common shares of Lac Minerals. See “Geologists’ Royalty Plan”.

Donald C. Webster, of 129 Dunvegan Road, Toronto, Ontario, a director, was paid $3,500 during each of 1982,
1983 and 1984 in consulting fees under a contract with Lac Minerals. In addition, in October 1983, 30,000 shares of
Little Long Lac were acquired from companies related to Mr. Webster in exchange for 35,365 shares of Lac Minerals.

With the exception of the arrangement with John A. Downing, LAC will not be a party to any of the contracts or
arrangements mentioned above.

MATERIAL TRANSACTIONS WITH RELATED CORPORATIONS

From time to time, advances are made between Lac Minerals and other members of the Lac Group. Demand loans
to Lac Minerals aggregating $10,000,000 from Lake Shore and $3,500,000 from Wright were converted on December
31, 1982 into long-term debt maturing January 1, 1986. On November 28, 1984 the maturity date of these loans was
extended to January 1, 1989. Interest on such loans is calculated at the prime rate of a Canadian chartered bank. In
addition, Lac Minerals had net current payables to members of the Lac Group amounting to $1,658,000 as of December
31, 1984.

Lac Minerals has been granted the right by Lake Shore to mine the crown pillar above 300 feet and the ore below
300 feet at the former Lake Shore mine at Kirkland Lake, Ontario. Lac Minerals pays a royalty to Lake Shore of 50%
of the net profits from such operations after the pro rata recovery by Lac Minerals and Lake Shore of their costs with
respect to the development of ore. During the first three months of 1985, Lac Minerals paid an amount of $872,000,
in 1984 paid an amount of $3,085,000 and in 1983 paid an amount of $52,000 in satisfaction of such royalty.

In 1982, Lac Minerals obtained from Lake Shore and Wright the right to retreat tailings deposited in the bed of
Kirkland Lake as a result of operations formerly carried on by Lake Shore and Wright. Lake Shore and Wright will
receive an advance minimum royalty of 2% of net smelter return payable until Lac Minerals has recouped its costs of
placing the operation into commercial production and thereafter a royalty equal to the greater of 2% of the net smelter
return or 20% of net profits.

In 1983, Wright granted to Lac Minerals the right to explore and mine the crown pillar of the old Wright-
Hargreaves gold mine at Kirkland Lake and to treat ore from the pillar, subject to a royalty interest payable to Wright
of 50% of the net profits from the operations after the recovery by Wright and Lac Minerals of their costs. In addition,
Wright has granted to Lac Minerals the right to mine the crown pillar of the old Wasamac Mine at Arntfield, Québec
subject to a royalty interest payable to Wright of 25% of the net profits from the operations after the recovery by Wright
and Lac Minerals of their costs.

On December 31, 1984 Lac Minerals purchased the United States oil and gas properties of Lake Shore and Wright.
Each of Lake Shore and Wright received $51,977 for such properties.

LEGAL PROCEEDINGS

During November and December of 1980 Willroy Mines Limited, one of the predecessor companies of Lac
Minerals, purchased in reliance on previously published assay results a substantial number of common shares and Series
A Warrants of New Cinch Uranium Ltd. (“New Cinch”). After independent assays were taken of a representative
sample of drill holes, the common shares and Series A Warrants were sold at a loss. On February 13, 1981, Willroy
commenced a lawsuit in the Supreme Court of Ontario claiming damages of $21,396,000 plus interest, costs and other
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relief. The suit was commenced against New Cinch, Harvey Idris Miller, Arthur Walter White, James Geddes, William
McKenzie Gilchrist, David Andrew Graham, Kam-Kotia Mines Limited, Dickenson Mines Limited, R. Rodney Heard,
Andrew M. Stroniak, Albert W. Applegath, Robert Simon, James Haag, Tripple S. Development Company, Inc. and
the Vancouver Stock Exchange. By writ of summons issued July 20, 1984, a further action was commenced in the
Supreme Court of British Columbia between Lac Minerals, as plaintiff, and the Vancouver Stock Exchange, Desmond
E. Harrison, Jeremy L. Wise, Intercan Holdings Ltd., Continental, Carlisle, Douglas, McDermid, St. Lawrence
Limited, Peter Brown and Angus MacPhail, as defendants. On June 19, 1985, Lac Minerals agreed with New Cinch
and the other defendants to accept $4 million in settlement of the Ontario and British Columbia actions. The settlement
terms are subject to certain approvals, including the approval of the shareholders of New Cinch.

In October 1981 International Corona Resources Ltd. (“Corona””) commenced an action in the Supreme Court of
Ontario against Long Lac Mineral Exploration Limited, one of the predecessor companies of Lac Minerals, with
respect to certain patented mining claims in the Hemlo area. Corona alleged breaches of unwritten agreements and
breach of a duty of good faith by Lac Minerals. Corona has amended its claim three times. It now alleges that Lac
Minerals misused confidential information given to it by Corona in obtaining the said mining claims for itself and claims
damages of $3 billion, a declaration that Lac Minerals’ interests in the subject mining claims are held in trust for
Corona, an order directing their transfer to Corona, an injunction and an accounting for profits from the claims.
Examinations for discovery have not yet been completed with respect to the issues raised in the claim filed by Corona.
The trial of this action is scheduled to begin in October 1985. The pre-trial examinations for discovery of the parties
to the litigation which have been held to date indicate that the evidence of Corona and that of Lac Minerals will diverge
in several important areas. Only at the trial will the credibility of the witnesses and the significance, if any, of
information given to Lac Minerals be determined. Based on the examinations for discovery to date and an assessment
of evidence provided by Lac Minerals, and subject to any evidence revealed by the further examinations for discovery
that must be conducted, Fraser & Beatty, Canadian counsel for Lac Minerals, is of the opinion that Corona should not
succeed in its claim.

An application was brought in September 1984 by Carl Edgar Heyl and Angela Marion Heyl for an order against
Lac Minerals, in part under section 247 of the Ontario Act. The applicants claim to have been shareholders of
Silverstack Mines Ltd. (No Personal Liability) (“Silverstack™), a predecessor of Lac Minerals, and as such to be entitled
to shares of Lac Minerals. The application was heard in December 1984. At that time, the court ordered that various
issues be referred for trial, including the issue of whether the applicants were shareholders of Silverstack and, if so,
whether they have a right to the relief sought in the application. Lac Minerals does not believe that the outcome of this
trial will have a material effect on its affairs.

MATERIAL CONTRACTS

Lac Minerals and its subsidiaries have not entered into any material contracts within the two years prior to the date
hereof, other than contracts in the ordinary course of business and other than (a) a subscription agreement dated March
13, 1984 between Lac Minerals and Wood Gundy Limited (now Wood Gundy Inc.) and the other Managers named
therein relating to the public offering of the Warrants and Debentures; (b) an underwriting agreement dated April 4,
1984 between Lac Minerals and Wood Gundy Limited (now Wood Gundy Inc.) relating to the public offering of
1,000,000 Lac Minerals common shares; (c) the Indenture relating to the Debentures; (d) the Warrant Indenture and (e)
a gold agreement dated April 12, 1984 between a Canadian chartered bank, Lac Minerals and the Warrant Trustee
relating to delivery of gold or certificates representing gold to or the sale of gold on behalf of holders of Warrants upon
the exercise thereof.

MISCELLANEOUS

The Board of Directors of Lac Minerals has approved the contents of this Prospectus and Joint Proxy Statement,
insofar as it relates to Lac Minerals, and has approved its being sent to the shareholders.

BY ORDER OF THE BOARD OF DIRECTORS

H. L. RODRIGUES
Secretary

Toronto, Ontario
June 24, 1985
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LITTLE LONG LAC GOLD MINES LIMITED
THE COMPANY

Little Long Lac was formed by articles of amalgamation under the laws of the Province of Ontario on December
31, 1970. Little Long Lac is primarily a holding company. Its principal assets are its 10.24% interest in Lac Minerals
and its 45.77% interest in Lake Shore.

SUMMARY FINANCIAL INFORMATION

The following tables set forth summary financial information concerning Little Long Lac for the three months
ended March 31, 1985 and March 31, 1984 and for the five fiscal years ended December 31, 1984. See the Financial
Statements of Little Long Lac.

Three months
ended March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(dollars in thousands, except per share amounts)

ReVenNes v s v wies vos & e dam $ 2,571 $ 2,959 $10,490 $ 8,974 $ 7,765 $15,371 $2,372
EXPENSES ooz dive snon v wan Sk § M 441 24 o1 780 541 206 356
Earnings before income taxes ......... 2,130 2,935 10,393 8,194 7,224 15,165 2,016
INCOMIE BAXES: o sovow sams 365 5 5%tk 315lane 112
Earnings before extraordinary items . . .. 2,130 2,935 10,393 8,194 7,224 15,053 2,016
Extraordinary items ................. 8,525 16,133 112 (4,235)
Earnings (10ss) ..................... $ 2,130 $ 2,935 $18,918 $24.327 §$ 7,224 $15,165 $(2,219)
Earnings per share before extraordinary

items3) ... $ 063 $ 0.87 $ 308 $ 255 $§ 229 $§ 4.78 $ 0.62
Earnings (loss) per share after

extraordinary items(3), ... ... ... ... 0.63 0.87 5.62 7.56 2,29 4.82 (0.69)
Total assets . ............c........... 76,666 59,140 74,532 56,186 31,177 20,557 8,442
Total long-term debt................. 1,000
Dividends per share ................. 0.10(1)
Financial information in accordance with

U.S. GAAP

Earnings (loss) ................... 1,386 2,935 18,748 24,327 7,224 15,165 (2,219)

Earnings (loss) per share(3) ... ...... 0.41 0.87 5.57 7.56 2.29 4.82 (0.69)

Total assets ...................... 75,752 59,140 74,362 56,186 31,177 20,557 8,442

(1) U.S. $0.076 based on the Noon Buying Rate on the date of payment.

(2) The book value per common share at March 31, 1985 was $22.68 based upon 3,379,751 shares outstanding and
excluding Little Long Lac’s pro rata interest in its own shares held by the Amalgamating Corporations.

(3) See Note 6(c) of the Notes to the Financial Statements of Little Long Lac.

The following table summarizes the earnings and earnings per share for each of the last nine quarterly periods:
Quarterly Period

1985 1984 1983
1st 4th 3rd 2nd Ist 4th 3rd 2nd 1st
(dollars in thousands, except per share amounts)
REVENRE. o i i ne st $2,571 $2,213 $3,049 $2,269 $2,959 $2,747 $2,375 $1,614 $2,238
Earnings before
extraordinary items......... 2,130 2,209 3,011 2,238 2935 2,132 2,307 1,558 2,197
Earnings after
extraordinary items......... 2,130 2,209 3,011 10,763 2,935 3,709 2,307 16,114 2,197
Earnings per share before
extraordinary items......... 0.63 0.65 0.89 0.67 0.87 0.73 0.69 0.46 0.67
Earnings per share after
extraordinary items......... 0.63 0.65 0.89 321 0.87 1.34 0.69 4.86 0.67
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THE LITTLE LONG LAC MEETING

Voting Shares and Principal Holders Thereof

As at June 20, 1985, Little Long Lac had outstanding 4,096,668 shares without nominal or par value (“Little Long
Lac shares”), each carrying the right to one vote per share at the Little Long Lac Meeting.

To the knowledge of the directors and officers of Little Long Lac, no person beneficially owns, or exercises control
or direction over, more than five percent of the outstanding Little Long Lac shares except the following:

Percentage of
Outstanding
Number of Little Little Long
Name and Address Long Lac Shares Lac Shares
Lac MInerals Ll . ..ci sty fhosie ovess oimeis nis 5 S0 Suiind S0 /500 SHu Sadal Widle ¥ s 902,957 22.04

Suite 2105, North Tower
Royal Bank Plaza
Toronto, Ontario

Wright-Hargreaves Mines, Limited ................ ..o, 493,997 12.06
Suite 2105, North Tower

Royal Bank Plaza

Toronto, Ontario

LEake Shore Mines, Limited - f=mm s Sois sws cmms sk i v @ sk siots s 484,760 11.83
Suite 2105, North Tower

Royal Bank Plaza

Toronto, Ontario

PetetiA . ATEI . o oo o e siziees srevars aurs esins ST6s Ssiete TSI AATE $Eaa  wiiH Sueiece exue aei 455,759 1113
Chairman and President

Suite 2105, North Tower

Royal Bank Plaza

Toronto, Ontario

Robert €. Stanley, Tt cou i iive oo sises Sk e gt = ot S Saiiis w8 it wivie < o1s 303,055 7.40

578 Navesink River Road
Red Bank, New Jersey

MANAGEMENT’S DISCUSSION

Results of Operations

Little Long Lac’s revenue is derived primarily from its equity in the earnings of Lac Minerals in which it has
significant ownership interests, both directly and indirectly through its investment in Lake Shore. See “Lac Minerals
Ltd. - Management's Discussion” and “Lake Shore Mines, Limited -~ Management’s Discussion”.

In 1980, Little Long Lac recorded a loss of $2,219,000 which resulted from its equity interest in the extraordinary
loss of Lake Shore. Such extraordinary loss arose from Lake Shore’s writedown of an investment in New Cinch
Uranium Mines Ltd. See “Lac Minerals Ltd. - Legal Proceedings”.

Earnings in 1981 increased to $15,165,000 principally due to the higher equity in earnings of Lac Group
companies. Earnings of $7,224,000 in 1982 were lower compared with 1981 because of the decline in the equity in
earnings of Lac Group companies.

In 1983, earnings were $24,327,000 compared with $7,224,000 in 1982, The increase in 1983 was due to
extraordinary items totalling $16,133,000 arising from the public issues of shares by Lac Minerals. Little Long Lac did
not purchase any of those shares and accordingly its percentage ownership of Lac Minerals was diluted. However, Little
Long Lac’s equity interest in Lac Minerals increased shareholders’ investment after including the proceeds from the
share issue and resulted in an extraordinary gain.
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In 1984, Little Long Lac’s earnings were $18,912,000 after extraordinary items totalling $8,525,000 as the result
of another public issue of shares by Lac Minerals in which Little Long Lac did not purchase any shares.

Earnings for the three months ended March 31, 1985 were lower compared to the same period in 1984 because
of the decline in the equity in earnings of Lac Group companies and the write-off of Little Long Lac’s investment in
shares of an exploration company. The write-off reflected Little Long Lac’s assessment that the development of its iron
property would not be economic in the foreseeable future.

Liquidity and Capital Resources
Little Long Lac’s working capital deficiency at December 31, 1980 was $1,489,000. The working capital defi-
ciency was reduced to $282,000 at December 31, 1981 mainly as a result of the sale of investments in other companies.

In 1982, Little Long Lac issued 200,000 shares to Lac Minerals for cash consideration of $3,600,000, and a
promissory note to Lake Shore for $1,000,000 payable on or before January 1, 1986. In the same year Little Long Lac
purchased shares of Lac Minerals for a total amount of $3,760,000. Working capital at the end of 1982 was $629,000.

In 1983, Little Long Lac issued 175,000 shares to acquire a 1% royalty interest in the net proceeds from Lac
Minerals’ Hemlo Project which was subsequently sold to Lac Minerals for 205,288 of its shares. Working capital at the
end of the year was $359,000.

At December 31, 1984, working capital was $1,426,000. The increase in 1984 was due principally to the higher
amount of dividends received from Lac Minerals.

Little Long Lac has arranged an operating line of credit with a Canadian chartered bank amounting to $3,000,000.
No commitment fees are payable for this line of credit which was unused at March 31, 1985, and Little Long Lac has
made no material commitments for future capital expenditures.

DIVIDENDS

During the fiscal year ended December 31, 1984, Little Long Lac paid dividends totalling $410,000. No dividends
were paid during the fiscal year ended December 31, 1983.

PRICE RANGE AND VOLUME OF TRADING

The Little Long Lac shares are listed on The Toronto Stock Exchange. As of June 20, 1985, there were 2,946
holders of record of the Little Long Lac shares. There is no established public trading market for such shares in the
United States. The following table sets forth the high and low prices of the Little Long Lac shares and the volume traded
on The Toronto Stock Exchange since January 1, 1983,

Period High Low Share Volume
1983
BIrst UATIED 55 cich % coeis 5558 1o 5500 Shttome coote o mtens =xenece dan $41Y $25% 209,700
Second CUATIEE: v i e 5565 54T L0 oh Tims T s oo S e 39 27% 74,800
Thind QUATIET = & sise s s cam & sl o et 5 0es Snse st 44, 35Ya 94,700
FONrth QUALTEY o oo vl s v 4 oeh SR0s Foias oo ses e s 41 30 235,200
1984
First Quarter. ....... ...t et 41 36l 48,600
Second QUATTET. . . ... ittt e e 40Ys 35V 39,200
I O AT i s cimseos 65505 suoym movrisss mimiors simis 4/ a58s Ssisiin, wiae weepaite 36% 28 43,400
Fourth Quarter . ....... .. ... ... . . i, 36 25% 49,800
1985
January . ... e 30V 26 10,400
BEDTUATY . . - oooie «roios e aliniae Shere sionain svata s sisie ssasie ssstvter s Sk s 302 27% 13,700
1% PV oty s o e AT s O SRS N Ot 35 28% 27,700
A DL o s o Py P hvemars aebers e svovsmassconens 42 33% 23,500
IVIBY:. . couininiorie o tenod o e ainiage givbaie minte sisiers sCubsre dxois wieiats §ete s 7} 3914 150,165
June (toJune 21) .. ..oiiiiii i e e 62 5914 18,394

On May 14, 1985, being the day preceding the date upon which the proposed Amalgamation was announced by
the Amalgamating Corporations, the closing price of the Little Long Lac shares on The Toronto Stock Exchange was
$52. On June 21, 1985 the closing price of the Little Long Lac shares on The Toronto Stock Exchange was $60Y:.
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Total long-term debt. .. ..

Shareholders’ equity:
Capital stock:
Common shares

CAPITALIZATION

Contributed  SUrpIus . b .o i S e = sseie: el s pmsnpe e =ioe
Retained arnings . . i v « s snsnss o wwmare sius srest | sias s

Less: Little Long Lac’s pro rata interest in
the cost to Lac Group companies of their
investments in shares of Little Long Lac ...............

Total shareholders’ equity

Total capitalization . .

Outstanding as at Outstanding as at
March 31, 1985 December 31, 1984

(dollars in thousands)

NIL NIL

$15,468 $15,468
(4,096,668 shares) (4,096,668 shares)

12 12
68,661 66,531
84,141 82,011
7,503 7,503
76,638 74,508
$76,638 $74,508

(1) Stock options with respect to 33,000 Little Long Lac shares were outstanding at December 31, 1984 (33,000 shares
at March 31, 1985). See “Stock Option Plan™.

Directors

MANAGEMENT

The following table sets forth certain information concerning the directors of Little Long Lac. Unless otherwise
indicated, reference to Lac Minerals means Little Long Lac until June 1, 1982, Long Lac Minerals Ltd. (No Personal
Liability) from June 1, 1982 until December 31, 1982 and Lac Minerals thereafter. Directors are elected annually to
hold office until the next annual meeting of Little Long Lac.

Name, Age and Position
with Little Long Lac

PETER ACKERMAN ALLEN (45)

Year Became a Director
of Little Long Lac

1967

Chairman, President, Chief
Executive Officer and Director

JoHN CHARLES LEIGHTON ALLEN (74)

Director

1aN THOMAS HOGG HAMILTON (45)

1951

1973

Senior Vice President, General Counsel

and Director

DENNIS GERALD SHEEHAN (49)

Senior Vice President,

1984

Exploration and Director

RICHARD PRICE SMITH (46)

Director

1980

58

Principal Occupation
During Past Five Years

President and
Chief Executive Officer
of Lac Minerals.

Retired. Prior to March 31, 1985,
President of John C. L. Allen Limited
(investment dealer).

Prior to March 1984, Vice President
and General Counsel of Lac Minerals.
Prior to January 1982, Corporate
Secretary and General Counsel of Lac
Minerals.

Senior Vice President, Exploration of
Lac Minerals. Prior to January 1983,
Vice President, Exploration of Lac
Minerals.

Barrister and solicitor with Inter-
provincial Pipe Line Limited (utility).
Prior to 1980, barrister and solicitor
with the Ministry of the Attorney
General (Ontario).



Name, Age and Position Year Became a Director Principal Occupation

with Little Long Lac of Little Long Lac During Past Five Years

ROBERT CROOKS STANLEY, JRr. (67) 1953 President of Lake Shore.
Director

CoLIN WESLEY WEBSTER (80) 1973 Chairman of St. Lawrence Ware-
Director housing Limited (handlers of bulk

tonnages).

DonNALD CoLIN WEBSTER (55) 1973 President of Helix Investments

Director Limited (venture capital company).

Mr. Colin W. Webster is a director of Liquid Air Corporation.

Each of the directors of Little Long Lac is paid directors’ fees of $2,000 per annum, plus expenses incurred to
attend meetings of the board of directors. During 1984, the board held seven meetings. All directors attended 75% or
more of such meetings held during the period for which they were directors except Messrs. John C. L. Allen, Colin W.
Webster and Donald C. Webster.

John C. L. Allen is Peter A. Allen’s father and Colin W. Webster is Donald C. Webster’s father. Messrs. Peter A.
Allen, Smith and Stanley comprise Little Long Lac’s audit committee. Under the Ontario Act, the audit committee must
review the financial statements of Little Long Lac and report thereon to the board of directors before such financial
statements are approved by the board. The audit committee met once during 1984 and all members thereof attended such
meeting. Audit committee members are paid their expenses incurred to attend committee meetings. The board of
directors of Little Long Lac does not have a compensation committee or a nominating committee.

Officers

The following table sets forth certain information concerning the officers (who are not directors) of Little Long
Lac. Unless otherwise indicated, reference to Lac Minerals means Little Long Lac until June 1, 1982, Long Lac
Minerals Ltd. (No Personal Liability) from June 1, 1982 until December 31, 1982 and Lac Minerals thereafter.

Name, Age and Position Principal Occupation
with Little Long Lac During Past Five Years
DoNALD PAUL MOFFAT (47) Senior Vice President, Finance of Lac Minerals since
Senior Vice President, January 1985. Prior thereto, Senior Financial Officer and
Finance a Partner of Bregman & Hamann, Architects &
Engineers, from 1974 to January 1985.
RoLANDO Cruz FrRANCISCO (34) Treasurer of Lac Minerals. Prior to January 1982, Con-
Treasurer troller of Lac Minerals. Prior to January 1981, Assistant
Treasurer and prior to January 1980, Chief Accountant of
Lac Minerals,
HAzZEL LEVITA RODRIGUES (46) Corporate Secretary of Lac Minerals since January 1982.
Corporate Secretary Prior to January 1982, Assistant Secretary of Lac
Minerals.

Officers are appointed annually by the board of directors.

Remuneration of Directors and Officers

The following table sets forth the aggregate remuneration paid or payable and the estimated aggregate cost of all
pension and other benefits to the directors and certain officers of Little Long Lac for the twelve months ended December
31, 1984,

Nature of Remuneration

From office,
employment
and employer Cost of
contributions pension Other Aggregate
(aggregate) benefits (aggregate) remuneration
Directors (total numbet: 8): ... v veres s 5 soi s55s s $15,333 NIL NIL $15,333
Five seniof/Officerst-... oivman vsi v was sanm s@an s @ sah 3 NIL NIL NIL NIL



None of the executive officers of Little Long Lac received compensation for services rendered as such from Little
Long Lac during the fiscal year ended December 31, 1984. Such executive officers as a group received cash compen-
sation of $5,333 from Little Long Lac, which consisted of directors’ fees.

Stock Option Plan

In January 1982 the board of directors of Little Long Lac approved the terms of a stock option plan for key
employees (the “Little Long Lac Plan™).

The Little Long Lac Plan authorizes the board of directors to grant options to purchase Little Long Lac shares to
any officer, employee or consultant of Little Long Lac employed on a full-time basis. The board may grant the options
subject to such additional terms and conditions not inconsistent with the terms of the Little Long Lac Plan as the board
may approve. The options must be exercised within five years from the date of grant and the exercise price is equal to
90% of the market price on the date of grant. “Market Price” for the purposes of the Little Long Lac Plan is the average
price for Little Long Lac shares traded on The Toronto Stock Exchange on the last business day in which trading of a
total of not less than 100 Little Long Lac shares took place immediately preceding the date of grant.

100,000 Little Long Lac shares are reserved for distribution under the Little Long Lac Plan and options with
respect to 33,000 Little Long Lac shares are currently outstanding and are held by two employees and options with
respect to 4,500 shares have been cancelled. An aggregate of 61,500 Little Long Lac shares have been issued in
connection with the exercise of options.

Each option with respect to the purchase of Little Long Lac shares which is currently outstanding will continue to
be exercisable after the Amalgamation becomes effective and will entitle the holder to purchase, at the exercise price
applicable to such option, such whole number of LAC common shares as is obtained by multiplying the number of Little
Long Lac shares subject to the option by 2.377. Fractional interests will be cancelled without any payment in respect
thereof.

The following table sets forth certain information pertaining to outstanding options granted under the Little Long
Lac Plan.

Approximate
Exercise market value
Date of Number price Date of per share at
Description of grantee grant of shares per share expiry date of grant
Senior officers
Peter A. Allen. ..... June 29, 30,000 $7.25 June 28, $8.02
1982 1987
Harrison E. Rutetzki  June 29, 3,000 $7.25 June 28, $8.02
1982 1987

The following table sets forth certain information pertaining to options exercised under the stock option plan
during the twelve months ended May 31, 1985:

Price range
per share for
No. of shares Purchase price 30 days preceding
Description of grantee Date of exercise purchased per share date of purchase(1)
B 2w
Senior officers of the January 23, 1984 2,500 $7.25 $41 $36Y2
corporation June 29, 1984 3,000 1.25 37Va 35Ys
(4 individuals) July 31, 1984 20,000 7.25 36% 28
October 1, 1984 2,500 7.25 34 30%
(1) Based on closing prices of Little Long Lac’s shares on The Toronto Stock Exchange.
MISCELLANEOUS

The Board of Directors of Little Long Lac has approved the contents of this Prospectus and Joint Proxy Statement,
insofar as it relates to Little Long Lac, and has approved its being sent to shareholders.

BY ORDER OF THE BOARD OF DIRECTORS

H. L. RODRIGUES
Secretary

Toronto, Ontario
June 24, 1985



LAKE SHORE MINES, LIMITED
THE COMPANY

Lake Shore was formed by letters patent under the laws of the Province of Ontario on February 25, 1914. Lake
Shore is primarily a holding company. Its principal assets are its 38.67% direct interest in Lac Minerals, its 37.74%
interest in Wright and its 11.83% interest in Little Long Lac. In addition, Lake Shore owns several gold properties in
Ontario and Quebec. The principal property is the Lake Shore mine in Kirkland Lake, Ontario. Lac Minerals and Lake
Shore have entered into agreements relating to the mining of the Lake Shore crown pillar and the Lake Shore
underground workings. See “‘Lac Minerals Ltd. - Business and Properties - Lake Shore”. For information concerning
transactions between Lake Shore and Lac Minerals, see “Lac Minerals Ltd. - Material Transactions with Related
Corporations”.

SUMMARY FINANCIAL INFORMATION

Prior to November 30, 1980, Lake Shore accounted for its investments in certain Lac Group companies on an
equity basis. See Note 7 of the Notes to the Consolidated Financial Statements of Lake Shore.

The following table sets forth summary consolidated financial information concerning Lake Shore for the three
months ended March 31, 1985 and March 31, 1984 and the five fiscal years ended December 31, 1984. See the
Consolidated Financial Statements of Lake Shore.

Three months
ended March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(dollars in thousands, except per share amounts)
Revenues

Ballion: - ve cows s ames s $ 36,087 $ 37,772 $153,090 $142,199 $112,920 $131,262 § 9,557
Oil and gas : - cu: s s o 1,669 2:207 6,870 6,645 5,363 1,766
Other.............covvuun. 2,226 1,602 9,768 8,460 8,266 3,681

$ 39982 §$ 41,581 $169,728 $157,304 $126,549 $136,709 $ 9,557

Mining. . ..., $ 7,862 §$ 14,004 $ 47,661 $ 51,300 $ 47,247 $ 79,215 § 4,822

Oilandgas ................ (140) 564 (5,158) (2,530) (5,225) (5,850) (309)

OhEFa. s vossin s s s 292 (148) 1,791 2,998 2,527 275
Total earnings from operations . . 8,014 14,420 44,294 51,768 44,549 73,640 4,513
Other income (expense), net . . .. 6,432 2,706 11,404 3,042 (1,171) 10,092 990
Income and mining taxes....... (6,419) (7,690) (23,960) (26,660) (21,735) (47,456) (3,285)
Earnings before other items. . . . . 8,027 9,436 31,738 28,150 21,643 36,276 2,218
Equity in earnings (loss) of Lac

Group companies ........... 301) 18 99 (267) 29 2,121 5,248
Earnings before minority interest 7,726 9,454 31,837 27,883 21,672 38,397 7,466
Minority interest in Lac Minerals

| 5 1 (4,240) (4,942) (15,882) (14,327) (10,506) (14,551) (1,002)
Earnings before extraordinary

WeMB!ss somne s seiieimern Sem 3,486 4,512 15,955 13,556 11,166 23,846 6,464
Extraordinary items ........... 12,619 25,379 600 339 (9,433)
Earnings (loss) ............... $ 3486 $ 4,512 $ 28,574 $ 38,935 §$ 11,766 $ 24,185 § (2,969)
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Three months
ended March 31, Year ended December 31,

1985 1984 1984 1983 1982 1981 1980
(dollars in thousands, except per share amounts)

Earnings per share before

extraordinary item@3) .. ... ... $ 082 $ 106 $ 376 $ 320 § 258 § 547 $ 144
Earnings (loss) per share after

extraordinary item®) .. ... ... 0.82 1.06 6.74 9.19 272 5.54 (0.66)
Total asSets’ ...: s sovns o ks 427,326 260,957 411,415 24422] 151,847 129,605 95,579
Total long-term debt. .......... 72,202 4.977 70,246 5,185 7,404 19,167
Dividends per share ........... 0.15(1)

Financial information in
accordance with U.S. GAAP
Earnings before extraordinary

1) 111 2,390 4,512 28,323 38,935 11,166 23,846 6,464
Earnings (loss) after

extraordinary items........ 2,390 4,512 28,323 38,935 11,766 24,185 (2,969)
Earnings (loss) per share(®) . .. 0.56 1.06 6.69 9.19 2.72 5.54 (0.66)
Total long-term debt. ........ 61,870 4,977 59,275 5,185 7,404 19,167
Total assets ................ 414,045 260,957 399,897 244221 151,847 129,605 95,579

(1) U.S. $0.11 based on the Noon Buying Rate on the date of payment.

(2) The book value per common share at March 31, 1985 was $30.09 based upon 4,236,734 shares outstanding and
excluding Lake Shore’s pro rata interest in its own shares held by the Amalgamating Corporations.

(3) See Note 10 of the Notes to the Consolidated Financial Statements of Lake Shore.
The following table summarizes the earnings from operations, earnings and earnings per share for each of the last

nine quarterly periods:
Quarterly Period

1985 1984 1983
Ist 4th 3rd 2nd 1st 4th 3rd 2nd 1st
(dollars in thousands, except per share amounts)
REVEINES: ; o oo =1 $39,082 $43,238 $41,629 $43,280 $41,581 $42,338 $39,392 $40,197 $35,377
Earnings from
operations ......... 8,014 6,08 10,690 13,098 14,420 14,023 12,632 11,960 13,153
Earnings before extra-
ordinary items...... 3,486 3,341 4,730 3,372 4,512 4,295 3,675 2,261 3,325
Earnings after extra-
ordinary items. .. ... 3,486 3,341 4,730 15,991 4,512 7,749 3,675 24,186 3.325

Earnings per share
before extraordinary
THETNS oo eione wronsie ohs 0.82 0.78 1.12 0.80 1.06 1.08 0.84 0.51 0.77

Earnings per share
after extraordinary
HEMS vz 1is o simsms s 0.82 0.78 1.12 3.78 1.06 2.07 0.84 5:51 0:77
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THE LAKE SHORE MEETING

Voting Shares and Principal Holders Thereof

As at June 20, 1985, Lake Shore had outstanding 5,104,499 shares without nominal or par value (“Lake Shore
shares™), each carrying the right to one vote per share at the Lake Shore Meeting.

To the knowledge of the directors and officers of Lake Shore, no person beneficially owns, or exercises direction
or control over, more than five per cent of the outstanding Lake Shore shares except the following:

Percentage of

Number of Lake Outstanding Lake
Name and Address Shore Shares Shore Shares
Little’Long Lac: Gold Mines: Limited. ..au sne o cnn anes san o vies ssemes wras aveass & 2,336,652 45.78

Suite 2105

North Tower
Royal Bank Plaza
Toronto, Ontario

MANAGEMENT’S DISCUSSION

Almost all of the operations of Lake Shore are conducted through its partially-owned subsidiary, Lac Minerals.
Reference is made to “Lac Minerals Ltd. - Business and Properties - Capital and Exploration Expenditures and
Management’s Discussion” included elsewhere herein.

In 1982, Lac Minerals’ earnings declined and Lake Shore’s earnings declined accordingly to $11,766,000 .

In 1983, Lake Shore reported earnings of $38,935,000 after an extraordinary gain of $25,379,000. The extraor-
dinary gain was due to the public issue of shares by Lac Minerals. Lake Shore did not purchase any of those shares and
accordingly its percentage ownership of Lac Minerals was diluted. However, its equity interest in Lac Minerals
increased shareholders’ investment after including the proceeds from the share issue and resulted in an extraordinary
gain.

In 1984, Lake Shore’s earnings were $28,574,000 after an extraordinary gain of $12,619,000. The extraordinary
gain was due to the additional public issue of shares by Lac Minerals in which Lake Shore did not participate.

In the quarter ended March 31, 1985, the loss on investments of $1,424,000 was largely due to the write-off of
an investment in an exploration company because development of its iron property was not considered to be economic
in the foreseeable future.

DIVIDENDS

During the fiscal year ended December 31, 1984, Lake Shore paid dividends totalling $732,000. No dividends
were paid during the fiscal year ended December 31, 1983.
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PRICE RANGE AND VOLUME OF TRADING

The Lake Shore shares are listed on The Toronto Stock Exchange and The Montreal Exchange and have unlisted
trading privileges on the American Stock Exchange. The Toronto Stock Exchange and the American Stock Exchange
are the principal Canadian and United States markets, respectively, on which such shares are traded. As of June 20,
1985, there were 3,901 holders of record of the Lake Shore shares. The following table sets forth the high and low
prices and the volume traded on The Toronto Stock Exchange since January 1, 1983.

Share
Period High Low Volume
1983
S e 1V =) $58% $33 V4 512,900
Second QUAET . . .ttt ittt st e e 51Va 3612 231,200
TP AT o0 P sl fomommns: sobsrtoies sumse. wssags, oo ke, sxoka = sBasalsmssals o 56% 424 174,600
FOUTth QMIATIET « 1vv oo v sieis o sonie winsoss sseis o siudis siiers = suas <iais o sincs svaise o 46% 35V, 275,400
1984
First QUATCr . . . .ot ittt e e e e e 522 42% 213,500
Second QUATLEr. . .. ..ottt e et 502 41% 182,100
Third QUaTter . ... ...ttt e e 41% 31V 145,500
Fourth QuUarter . ... .. it e i e e 447 33% 194,900
1985
TAMURTN e ccvere mne 2 ngons walboh Sos o ST Seitage Sl B 8080 A4 & L SS9 R SRR% & 39%: 32, 24,200
FEDTUARY .0 vinn o inin o+ tnase vosonsd spanes sxnss snonepe ssenn sosiese sasse meqsss Shbnesnimpnse Suslors s 41 36V 34,400
IMIATCHL ..o v voos o wnin s sonis eimcecs s eimin sivee siaisis »ios vmimid siece s aiese siaie = wiece Suiis o o 47% 37% 33,800
AT L B s e & et aiasiend pasnes pheis. Abodizh spess susbedd Tusfone nbish Sl o ofodé BIDE & 56 464 67,100
VI oren et sisians st atsthe ssevaadh siessints ghess ssafeds sass o SH0E Fodbe & BEe STORE B o208 LY 8 85 49 383,208
June (to June 21) ... .o 75 70 115,002

On May 14, 1985, being the day preceding the date upon which the proposed Amalgamation was announced by
the Amalgamating Corporations, the closing price of the Lake Shore shares on The Toronto Stock Exchange was $58%.
On June 21, 1985 the closing price of the Lake Shore shares on The Toronto Stock Exchange was $73%.

The following table sets forth the high and low prices and the volume traded on the American Stock Exchange
since January 1, 1983.

Period High Low Volume
1983
First QUATTer . . . ..ottt ettt e et et e e e U.S.$47>.  U.S.$27 735,600
Second QUATTET. . . ..ttt ittt e e e 41% 29%s 389,300
Third QUATTET <. v v cix vieiciv vabe svinin sinis = wzoie simins siais viaiais siei & sisie siaie sisims s 46%s 34 226,800
Fourth QUATTET . . ... ittt e e et e iae s 37% 2812 188,300
1984
37 o1 L0111 n <) o e g e T 41% 34 216,400
Seond QUATIEL . 1. vxr vimimen smir @ snrss rorlied Siaoe S s & S0 S67 58005 400 & vdpe 8 39% 31% 179,400
THITA OUATET ... o conce srososn winbis $ommis voited S0 = Sa $R30 4188 HOR. 8 DO sl 5 s & 313% 23% 157,000
Fourth: QUATIEE . ..vcie seins aimisn sosgs spminss sims wismis sandh Eiens 5008 & S0d 0608 § o0 & 34 24% 235,900
1985
TANDATY. 5,27 5 sia & Sas § 500 Gies G40 THROE 60 § SOV VR A9 SAIATS gt s e s 30Va 24, 46,000
FEebLARY o s it e v iran 0ot Seion o 385 T2 ¥5HE SEFE S5t PYG A e DT 65 5 31% 26 94,600
MEATCH = et smta 2 aon 25 DASS Shii Femts srayels §os S & SP Feters Sie WRTE R 3 34% 27 138,700
ADTIL 5 st s s s 5655 ¢ siaty 009 S50hs & 560N 056 © S0 TN SeaRS NI SUATR FROTSTS SRS 41 33% 116,700
VIAY, i st wies S © s ©HNTs SRy © S CEY aaE SIS AT SISEG svEe ¥ s AEeds S 62 354 295,600
June (b0 UNE20) s sscers ohbens smm 5 e g ass SRR RN SIHRAE SR S 54 51 107,900

On May 14, 1985, being the day preceding the date upon which the proposed Amalgamation was announced by
the Amalgamating Corporations, the closing price of the Lake Shore shares on the American Stock Exchange was
U.S.$42%. On June 21, 1985 the closing price of the Lake Shore shares on the American Stock Exchange was
U.S.854.
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CONSOLIDATED CAPITALIZATION

Outstanding as at Outstanding as at
March 31, 1985 December 31, 1984

(dollars in thousands)

Long-term debt:(1)

Advance Tro WEIEHE i st s © 5o simios sl «Oamuaas Sus » 505 6 $ 3,500 $ 3,500
Obligations under capital leases (excluding current portion)....... 352 676
8% Debentures due April 15, 1989 (U.S. $50,000,000).......... 68,350 66,070
Totallong=termidebt: - & n vaus woum con & o sy Gos So0s B8 sy e 72,202 70,246

Shareholders’ equity
Capital stock:

COMMONSHATES ron s s am v wal o6 & BAE woeE GaFs St 54 5,105 5,105
(5,104,499 shares) (5,104,499 shares)

Contriboted SUEPIUS: : i ceimie s s+ s stemis spea s sge scee s wte 9,668 9,668
Retaine@arnings . cuss samis siomey o pas Sais s 556 el S 5 117,298 113,812
132,071 128,585

Less: Lake Shore’s pro rata interest in the cost to Lac Group
companies of their investments in shares of Lake Shore . . ... 4,575 4,575
Total shareholders’ equity . ....... .. ... . 0., 127,496 124,010
Tonal CHDIElZRIIN s« sows 500 & s 5w 255 DA% 505 58 @ S9 TG i ¥ 4 $199,698 $194,256

(1) Note 6 of the Notes to the Consolidated Financial Statements of Lake Shore provides details of Lake Shore’s
long-term debt.

(2) Deferred taxes as at December 31, 1984 amounted to $53,383,000 and as at March 31, 1985 amounted to
$58,798,000.

(3) The interest of minority shareholders at December 31, 1984 amounted to $119,307,000 and as at March 31, 1985
amounted to $123,733,000.

MANAGEMENT
Directors
The following table sets forth certain information concerning the directors of Lake Shore. Unless otherwise
indicated, references to Lac Minerals means Little Long Lac until June 1, 1982, Long Lac Minerals Ltd. (No Personal
Liability) from June 1, 1982 to December 31, 1982 and Lac Minerals thereafter. Directors are elected annually to hold
office until the next annual meeting of Lake Shore.

Name, Age and Position Year Became a Director Principal Occupation

with Lake Shore of Lake Shore During Past Five Years

PETER ACKERMAN ALLEN (45) 1966 President and Chief Executive Officer
Director of Lac Minerals.

JoHN CHARLES LEIGHTON ALLEN (74) 1956 Retired. Prior to March 31, 1985,
Director President of John C. L. Allen Limited

(investment dealer).

RICHARD PRICE SMITH (46) 1985 Barrister and solicitor with

Director Interprovincial Pipe Line Limited

(utility). Prior to 1980, barrister and
solicitor with the Ministry of the
Attorney General (Ontario).

DENNIS GERALD SHEEHAN (49) 1980 Senior Vice President, Exploration of
Senior Vice President, Lac Minerals. Prior to January 1983,
Exploration and Director Vice President, Exploration of Lac

Minerals.
ROBERT CROOKS STANLEY, Jr. (67) 1956 President of Lake Shore.

President and Director
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Each of the directors of Lake Shore is paid directors’ fees of $4,000 per annum, plus expenses incurred to attend
meetings of the board of directors. During 1984, the board held four meetings. All directors attended 75% or more of
such meetings held during the period for which they were directors except Mr. John C. L. Allen.

John C. L. Allen is Peter A. Allen’s father. Messrs. Peter A. Allen, John C. L. Allen and Sheehan comprise Lake
Shore’s audit committee. Under the Ontario Act, the audit committee must review the financial statements of Lake
Shore and report thereon to the board of directors before such financial statements are approved by the board. The audit
committee met once during 1984 and all members thereof attended such meeting. Audit committee members are paid
their expenses incurred to attend committee meetings. Lake Shore does not have a compensation committee or a
nominating committee.

Officers
The following table sets forth certain information concerning the officers (who are not directors) of Lake Shore.

Unless otherwise indicated, reference to Lac Minerals means Little Long Lac until June 1, 1982, Long Lac Minerals
Ltd. (No Personal Liability) from June 1, 1982 until December 31, 1982 and Lac Minerals thereafter.

Name, Age and Position Principal Occupation

with Lake Shore During Past Five Years

Ian THoMASs HoGG HAMILTON (45) Prior to March 1984, Vice President and General
Senior Vice President Counsel of Lac Minerals. Prior to January 1982,
and General Counsel Corporate Secretary and General Counsel of Lac

Minerals.

DonaALD PAUL MOFFAT (47) Senior Vice President, Finance of Lac Minerals since

Senior Vice President, Finance January 1985. Prior thereto Senior Financial Officer and

a Partner of Bregman & Hamann, Architects &
Engineers, from January 1974 to January 1985.

RoLANDO CruUZ FRANCISCO (34) Treasurer of Lac Minerals. Prior to January 1982,
Treasurer Controller of Lac Minerals. Prior to January 1981,
Assistant Treasurer and prior to January 1980, Chief
Accountant of Lac Minerals.

HazeL LEvITA RODRIGUES (46) Corporate Secretary of Lac Minerals since January 1982.
Corporate Secretary Prior to January 1982, Assistant Secretary of Lac
Minerals.

Officers are appointed annually by the board of directors.

Remuneration of Directors and Officers
The following table sets forth the aggregate remuneration paid or payable and the estimated aggregate cost of all
pension and other benefits to the directors and certain officers of Lake Shore and its partially-owned subsidiary, Lac

Minerals, for the twelve months ended December 31, 1984,
Nature of Remuneration

Cost of
Directors’ Stock pension Aggregate
fees Salaries Bonuses option benefits Other remuneration

Remuneration of Directors:
(a) Five directors of Lake
Shore............... $ 17,500 Nil Nil Nil Nil Nil $ 17,500
(b) Body corporate
incurring the expense
Lac Minerals. . ....... 101,667 Nil $ 8,000 Nil Nil $ 10,000 119,667
Remuneration of Officers:
Body corporate

incurring the expense
Lac Minerals......... Nil 929,443 58,500 353,330 53,377 50,920 1,445,570

$119,167 $929,443 § 66,500 $353,330 $ 53,377 §$ 60,920 $1,582,737
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None of the executive officers of Lake Shore received compensation for services rendered as such from Lake Shore
during the fiscal year ended December 31, 1984. Such executive officers as a group received cash compensation of
$8,000 from Lake Shore, which consisted of directors’ fees. For information concerning the cash compensation
received by such executive officers from Lac Minerals, which is a partially-owned subsidiary of Lake Shore, see “Lac
Minerals Ltd.- Management — Remuneration of Directors and Officers”.

MISCELLANEOUS

The Board of Directors of Lake Shore has approved the contents of this Prospectus and Joint Proxy Statement,
insofar as it relates to Lake Shore, and has approved its being sent to shareholders.

BY ORDER OF THE BOARD OF DIRECTORS

H. L. RODRIGUES
Secretary

Toronto, Ontario
June 24, 1985
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WRIGHT-HARGREAVES MINES, LIMITED
THE COMPANY

Wright was formed by letters patent under the laws of the Province of Ontario on June 16, 1916. Wright is
primarily a holding company. Its principal assets are its 12.39% interest in Lac Minerals and its 12.06% interest in
Little Long Lac. In addition, Wright owns several gold properties in Ontario and Quebec. The principal property is the
Wright mine in Kirkland Lake, Ontario. Lac Minerals and Wright have entered into an agreement relating to the mining
of the Wright crown pillar. See *“Lac Minerals Ltd. - Business and Properties - Wright Crown Pillar Recovery Project”.
For details concerning transactions between Wright and Lac Minerals, see “Lac Minerals Ltd. - Material Transactions
with Related Corporations™.

SUMMARY FINANCIAL INFORMATION

The following table sets forth summary financial information concerning Wright for the three months ended March
31, 1985 and March 31, 1984 and the five fiscal years ended December 31, 1984, See the financial statements of
Wright.

Three months

ended March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(dollars in thousands, except per share amounts)

REVENUes. . : s.us vonis es b peg Valas gaes $ 1,138 $ 1,350 $ 4491 $ 4319 $3239 $ 6,872 § 297
EXPENSES ... inros 1ninim ihinid $ias 5 5507 SRI03 513 31 313 762 405 189 179
Earnings before income taxes ......... 625 1,319 4 178 3,557 2,834 6,683 118
Income taxes (credit) ................ 48 64 220 (112) 160 514
Earnings before extraordinary items. ... 577 1,255 3,958 3,669 2,674 6,169 118
Extraordinary items ................. 3,471 6,681 130
Barnings: ..cc.. cooisi ssmieis siain o baie seeinid $55 $ 577 $ 1,255 $ 7,429 $10,350 $ 2,674 $ 6,299 $ 118
Earnings per share before extraordinary

7111 ) T $ 0.06 $ 0.13 $ 040 $ 037 $ 027 $ 062 $ 0.01
Earnings per share after extraordinary

Hems ). .. oo 7 155 Do B © SR s 0.06 0.13 0.75 1.04 0.27 0.63 0.01
Total @SSELS . . .ovvvverenencinnnnnns 36,528 30,316 36,036 29,022 18,827 15,901 9,237
Dividends pershare ................. 0.05(1)
Financial information in accordance with

U.S. GAAP

BANINGS : 550 vss sws 5 aals s o 289 1,255 7,363 10,350 2,674 6,299 118
Earnings per share®) ............ 0.03 0.13 0.74 1.04 0.27 0.63 0.01

Total @ssets . ......oovveerrennnnnnns 36,174 30,316 35,970 29,022 18,827 15,901 9,237

(1) U.S. $0.38 based on the Noon Buying Rate on the date of payment.
(2) The book value per common share at March 31, 1985 was $3.62.03)
(3) The number of shares used in the above calculations was 9.962,876.
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The following table summarizes the earnings and earnings per share for each of the last nine quarterly periods:
Quarterly Period

1985 1984 1983
Ist 4th 3rd 2nd st 4th 3rd 2nd 1st
(dollars in thousands, except per share amounts)
REVENULE, oo cons awis wem & o $1,138 $ 881 $1,241 $1,019 $1,350 $1,451 $ 978 $ 843 $1,047
Earnings before
extraordinary items......... 577 680 1,119 904 1,255 1,387 817 520 945
Earnings after
extraordinary items......... 577 680 1,119 4,375 1,255 2,182 817 6,406 945
Earnings per share
before extraordinary items. .. 0.06 0.07 0.11 0.09 0.13 0.14 0.08 0.06 0.09
Earnings per share after
extraordinary items......... 0.06 0.07 0.11 0.44 0.13 0.22 0.08 0.65 0.09

THE WRIGHT MEETING

Voting Shares and Principal Holders Thereof

As at June 20, 1985, Wright had outstanding 9,962,876 shares without nominal or par value (“Wright shares™),
each carrying the right to one vote per share at the Wright Meeting.

To the knowledge of the directors and officers of Wright, no person beneficially owns, or exercises direction or
control over, more than five per cent of the outstanding Wright shares except the following:

Percentage of

Number of Outstanding
Name and Address Wright Shares Wright Shares
Lake Shore Mines, Limited. .. ........ ..o, 3,759,936 37.74
Suite 2105
North Tower
Royal Bank Plaza
Toronto, Ontario
Lac Minerals Ltd. . ........ .. ... .. i, 877,392 8.81

Suite 2105

North Tower
Royal Bank Plaza
Toronto, Ontario

MANAGEMENT’S DISCUSSION
Results of Operations
In 1980, Wright started to account for its investment in Lac Minerals on an equity basis.

Earnings in 1981 increased to $6,299,000 from $118,000 in 1980 largely due to higher earnings of Lac Minerals
and to a gain on the sale of investments in other companies. Earnings of $2,674,000 in 1982 were lower compared with
1981 because of the decline in earnings of Lac Minerals.

In 1983, earnings were $10,350,000 compared with $2,674,000 in 1982. The increase in 1983 was due to the
extraordinary gain of $6,681,000 arising from a public issue of shares by Lac Minerals. Wright did not purchase any
of those shares and accordingly its percentage ownership of Lac Minerals was diluted. However, its equity interest in
Lac Minerals increased shareholders’ investment after proceeds from the share issue were included, and this resulted
in an extraordinary gain.

In 1984, Wright’s earnings were $7,429,000 after an extraordinary gain of $3,471,000. As was the case in 1983,
the extraordinary gain was the result of a public issue of shares by Lac Minerals in which Wright did not purchase any
such shares.
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Earnings for the three months ended March 31, 1985 were lower compared to the same period in 1984 because
of the write-down of Wright’s investment in an exploration company. The write-down of the investment reflected
Wright's assessment that development of its iron property would not be economic in the foreseeable future.

Liquidity and Capital Resources

Wright's working capital at December 31, 1980 was $2,091,000. Working capital increased to $4,376,000 at
December 31, 1981 due to the sale of investments in other companies.

At December 31, 1982, working capital had declined to $537,000 principally due to the purchase of shares in Lac
Group companies amounting to $1,539,000, and to long-term advances of $3,500,000 to Lac Minerals.

Working capital at December 31, 1983 was $1,860,000 as a result of higher amounts of dividends received from
Lac Minerals during the year.

At December 31, 1984, working capital was $2,961,000 because of higher investment income during the year.

Wright has arranged an operating line of credit with a Canadian chartered bank amounting to $3,000,000. No
commitment fees are payable for this line of credit which was unused at March 31, 1985. Wright has no outstanding
commitments to make capital expenditures.

DIVIDENDS

During the fiscal year ended December 31, 1984, Wright paid dividends totalling $498,000. No dividends were
paid during the fiscal year ended December 31, 1983.

PRICE RANGE AND VOLUME OF TRADING

The Wright shares are listed on The Toronto Stock Exchange and The Montreal Exchange and have unlisted trading
privileges on the American Stock Exchange. The Toronto Stock Exchange and the American Stock Exchange are the
principal Canadian and United States markets, respectively, on which such shares are traded. As of June 20, 1985, there
were 8,024 holders of record of the Wright shares. The following table sets forth the high and low prices and the volume
traded on The Toronto Stock Exchange since January 1, 1983,

Share
Period High ﬂw_ Volume
1983
BArSt QUATIE 525 .55, G o0 AOER 06 5 A SHa e Sihes BER Sot i $11% $6A 858,000
SECOnd ONATIET : oo s s « smes arvis el s s s e e 10%2 7% 296,800
Third QUATTET . ..« vov v v s 4 soais siainis s s @ nisus mieis 3 winie saim @ i oon 102 8k 388,200
Bourth QUATTET . .. ..cue simueie silus = ssene saneen =808 dvifeds om Bualiels wame & 405 &5 8% 6V 215,000
1984
BirstiQUATIET: o8 v 5o 5 o9 510s oo & 900 500 © e S90S e Fauss sne i 9% T¥% 310,500
Second CUIATIEEL . » o 5 ooy sorem rim 5 v Tes iasy St ifee VEvsvm sete i 9%y 7% 155,700
Third DUATTEE woox « ss o wroie shomin somss v svis swersn somin suspans smrse sxesedd Shtd wae 7% 6l 42,100
FOUrth {QUATTET . ..o wsio wanss 550 Sovii S0 D00 G408 SR TAEN Dari o &9 TYa 454 111,200
1985
JANOATY, & 5.0 s Slon Hels Saia)d S0 & Sy Suslom s oavsss s o 67 Hns o s 6% S5l 34,100
BEBTUATY! i suiss sumsim soors ) sivne sgessss sunis sociote wimpe = wiake Yesssms $h80n womiess 2 6% 6 41,700
IMATCH ...« vonone wwsose sumoesn sxare o\ siare smoee 5aili 3 ofi 240 £ 25500 SRRA SO HAEER & 8 6 41,300
APTAL s 7 o 5 908 £ 400 SUERTY B S Wi aite SR TS STETS RS S SRS S 10% 8 147,175
R o o ey B0 TR | B R A e S e e e 15Ys 9% 942,603
Jone: A TANE 210 . oo ot esminis e BERE FO% 50GE e GHGT GEEE HE 5 13 12Ys 94,398

On May 14, 1985, being the day preceding the date upon which the proposed Amalgamation was announced by
the Amalgamating Corporations, the closing price of the Wright shares on The Toronto Stock Exchange was $12%. On
June 21, 1985 the closing price of the Wright shares on The Toronto Stock Exchange was $12%.
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The following table sets forth the high and low prices and the volume traded on the American Stock Exchange
since January 1, 1983.

Period High Low Volume
1983
FArst QUarter. . . o oottt ettt e e U.5.39%2 U.S.85% 2,862,700
Second QUATTET. . ..o\ttt ettt ettt 8% 6V 953,800
Third QUATEEE 5 5 ¢ares 5 555 Faeie 5ab 5 av Toss Tai 5050 Red s DERy S 8% 6% 900,900
BOUrth QRATIET. s ovalurs wivnis. s smms ' s S0 S oa0aE Salers e i Eas 7 5 663,500
1984
PIESEQDATIEE < . vaci 5 v i siwans srsss. sitis sBates sidad v Swis smine wfdbe Soarais S9%s & o 7% 5% 615,400
Second QUAter. . ...\ttt e T4 5% 367,000
Third QUAMeT . . ..ottt e e e e 6 4 409,100
BOULTHECIATIET, ... 1. L 03" oio i suosons sioiahs 205 Subnans wnedbil sinme summsns sine beiisne smnsend i 6 314 448,900
1985
JANUATY v oo cnin & o0 S50 SIS0 ST T W0 WEHE i Wess Thie SRR NN 4% 3% 136,500
FODIUARY « coveis moncis ims sy fnmis a0 5 aps S Dot S5 St s & fi S 4 S5Va 4 99,200
1 FeTa o LTI S SO R 6%s 4l 195,600
PN Loy e e e i e T O O 7% 5% 263,300
L 11 6% 942,600
June (to June 21) ...ttt e 9% 8% 116,500

On May 14, 1985, being the day preceding the date upon which the proposed Amalgamation was announced by
the Amalgamating Corporations, the closing price of the Wright shares on the American Stock Exchange was U.S.$87%.
On June 21, 1985 the closing price of the Wright shares on the American Stock Exchange was U.S.$9%.

CAPITALIZATION
Outstanding as at Outstanding as at
March 31, 1985 December 31, 1984
(dollars in thousands)
Total long-term debt. .. ... .. ... . .. NIL NIL
Shareholders’ equity
Capital stock:
Common SHATES . . ..ottt e e s $10,277 $10,277
(9,962,876 shares) (9,962,876 shares)
Contributed surplus ........ .. ... ... .. . 3 S
Retdined Eamnings, sz:s 1205 Sabaoinh it 2 s 159 fuiip sadl Suiben soase = 25,739 25,162
Total shareholders eqUity’ :iu s sy = i e S siams s & 5 FAES s 36,021 35,444
TotalicapitaliZatON .., < o s swien sviss s sisists smorssianss amE fass 305 £650 & $36,021 $35,444

(1) Deferred taxes as at December 31, 1984 and March 31, 1985 amounted to $450,000.

MANAGEMENT
Directors
The following table sets forth certain information concerning the directors of Wright. Unless otherwise indicated,
references to Lac Minerals means Little Long Lac until June 1, 1982, Long Lac Minerals Ltd. (No Personal Liability)
from June 1, 1982 to December 31, 1982 and Lac Minerals thereafter. Directors are elected annually to hold office until
the next annual meeting of Wright.

Name, Age and Position Year Became a Director Principal Occupation

with Wright of Wright During Past Five Years

PETER ACKERMAN ALLEN (45) 1966 President and Chief Executive Officer
Director of Lac Minerals.

JoHN CHARLES LEIGHTON ALLEN (74) 1985 Retired. Prior to March 31, 1985,
Director President of John C.L. Allen Limited

(investment dealer).

ROBERT CROOKS STANLEY, JR. (67) 1982 President of Lake Shore.
President and Director

DonNALD CoLIN WEBSTER (55) 1972 President of Helix Investments
Director Limited (venture capital company).
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Each of the directors of Wright is paid directors’ fees of $2,000 per annum, plus expenses incurred to attend
meetings of the board of directors. During 1984, the board held four meetings. All directors attended 75% or more of
such meetings held during the period for which they were directors except Mr. Webster.

Mr. Stanley is an executive officer. John C. L. Allen is Peter A. Allen’s father. Messrs. Peter A. Allen, Stanley
and Webster comprise Wright’s audit committee. Under the Ontario Act, the audit committee must review the financial
statements of Wright and report thereon to the board of directors before such financial statements are approved by the
board. The audit committee met once during 1984 and all members thereof attended such meeting. Audit committee
members are paid their expenses incurred to attend committee meetings. Wright does not have a compensation
committee or a nominating committee.

Officers

The following table sets forth certain information concerning the officers (who are not directors) of Wright. Unless
otherwise indicated, reference to Lac Minerals means Little Long Lac until June 1, 1982, Long Lac Minerals Ltd. (No
Personal Liability) from June 1, 1982 until December 31, 1982 and Lac Minerals thereafter.

Name, Age and Position Principal Occupation

with Wright During Past Five Years

IaN THOMAS HOGG HAMILTON (45) Prior to March 1984, Vice-President and General Counsel
Senior Vice-President and of Lac Minerals. Prior to January 1982, Corporate
General Counsel Secretary and General Counsel of Lac Minerals.

DoNALD PAUL MOFFAT (47) Senior Vice President, Finance of Lac Minerals since
Senior Vice President, Finance January 1985. Prior thereto, Senior Financial Officer and

a Partner of Bregman & Hamann, Architects &
Engineers, from January 1974 to January 1985.
RoLANDO CRUZ FRANCISCO (34) Treasurer of Lac Minerals. Prior to January 1982,
Treasurer Controller of Lac Minerals. Prior to January 1981,
Assistant Treasurer and prior to January 1980, Chief
Accountant of Lac Minerals.

HAZEL LEVITA RODRIGUES (46) Corporate Secretary of Lac Minerals since January 1982.
Corporate Secretary Prior to January 1982, Assistant Secretary of Lac
Minerals.

Officers are appointed annually by the board of directors.

Remuneration of Directors and Officers
The following table sets forth the aggregate remuneration paid or payable and the estimated aggregate cost of all
pension and other benefits to the directors and certain officers of Wright for the twelve months ended December 31,

1984,
Nature of Remuneration

From office,
employment
and employer Cost of
contributions pension Other Aggregate
(aggregate) benefits (aggregate) remuneration
Directors (4)
OF WIIghtR oo e e vt emonel sl o vibss, essinic = $6,750 NIL NIL $6,750
Five senior officers
O T e et 2 vcs sl totions shatie minfssds B NIL NIL NIL NIL

None of the executive officers of Wright received compensation for services rendered as such from Wright during
the fiscal year ended December 31, 1984. Such executive officers as a group received cash compensation of $2,000
from Wright which consisted of directors’ fees.
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MISCELLANEOUS

The Board of Directors of Wright has approved the contents of this Prospectus and Joint Proxy Statement, insofar
as it relates to Wright, and has approved its being sent to shareholders.

BY ORDER OF THE BOARD OF DIRECTORS

H. L. RODRIGUES
Secretary

Toronto, Ontario
June 24, 1985
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COMPILATION REPORT

To The Directors of

Lac Minerals Ltd.

Little Long Lac Gold Mines Limited
Lake Shore Mines, Limited
Wright-Hargreaves Mines, Limited

We have reviewed, as to compilation only, the accompanying pro-forma condensed combined statement of
financial position of LAC Minerals Ltd. as at March 31, 1985 and the pro-forma condensed combined statement of
earnings for the three months ended March 31, 1985 with comparative figures for the corresponding period in the
immediately preceding year and for each of the years in the five year period ended December 31, 1984 which have been
prepared for inclusion in this Prospectus and Joint Proxy Statement. In our opinion, the pro-forma condensed combined
financial statements have been properly compiled to give effect to the proposed transaction and the assumptions
described in the notes thereto.

Toronto, Canada THORNE RIDDELL
June 21, 1985 Chartered Accountants



LAC Minerals Ltd.

Pro Forma Condensed Combined Financial Statements
(Unaudited)

The following pro forma condensed combined statement of financial position as at March 31, 1985 and the pro
forma condensed combined statement of earnings for the three months ended March 31, 1985 and 1984 and for each
of the years in the five year period ended December 31, 1984 give effect to the amalgamation of Lac Minerals Ltd.,
Little Long Lac Gold Mines Limited, Lake Shore Mines, Limited and Wright-Hargreaves Mines, Limited. The pro
forma information is based on the historical financial statements and adjustments in the accompanying notes to the pro
forma financial statements. Because the amalgamation is among companies under common control it has been
accounted for as a pooling of interests. Under United States accounting principles this amalgamation would be
accounted for as a purchase with Lac Minerals Ltd. being considered as the acquiring company.

The pro forma financial statements have been prepared by management based upon the historical financial
statements included elsewhere herein. These pro forma financial statements may not be indicative of the results that
actually would have occurred if the combination had been in effect on the dates indicated or which may be obtained in
the future. The pro forma financial statements should be read in conjunction with the audited financial statements and
notes contained elsewhere herein.



Pro Forma Condensed Combined Statement of Financial Position (h)

CURRENT ASSETS
Cash and short-term investments
Bullion inventory ............
Other inventories ............
Accounts receivable . .........
Due from Lac Group companies .

Sopplies. ;o sram o i
IHBETY. . ... oot s &

CURRENT LIABILITIES
Accounts payable and accrued
ligblities:: .7 oo o s s
Income and mining taxes
payable ... e
Due to Lac Group companies . .
Long-term debt maturing within
ODE YBAT.~ wiszesarvinreshinre s »
Deferred revenue on gold
purchase warrants. . ........

WORKING CAPITAL ..........
INVESTMENTS ......c0000 i

MINING INTERESTS. .........
OIL AND GAS INTERESTS ....
DEFERRED FINANCING COSTS
OTHERCASSETES . ..ovcereirinse  ozoimions

CAPITAL EMPLOYED.........

DEDUCT:
LONG-TERM DEBT .........

DEFERRED TAXES .........

MINORITY INTEREST ......

SHAREHOLDERS’
INVESTMENT . ..ccoonwivaina

SHAREHOLDERS' INVESTMENT
REPRESENTED BY:
CAPITAL STOCK AND
CONTRIBUTED SURPLUS.
RETAINED EARNINGS. . ..

Deduct the Company’s interest in

the cost to Lac Group companies

of their investments in shares of
the/ Company: .= nwmammaus

LAC Minerals Ltd.

March 31, 1985

(In thousands of Canadian dollars)
Little Long Lac Lake Shore

Lac Minerals  Gold Mines Mines, Wright-Hargreaves Pro forma Pro forma
Ltd. Limited Limited Mines, Limited adjustments combined
$127,963 $ 1,457 $132,742 $ 3,065 $(127,963)(a) $137,264
8,178 8,178 (8,178)(a) 8,178
118 118 (118)(a) 118
5,836 11 5,858 10 (5,835)(a) 5,880

1 1 33 (D@

(34)(b)

6,246 6,246 (6,246)(a) 6,246

7,142 7,142 (7,142)(a) 7,142

155,484 1,468 160,285 3,108 (155,517) 164,828
29,965 28 30,019 30 (29.965)(a) 30,077

483 803 27 (483)(a) 830

1,003 33 (1,036)(b)

1,460 1,460 (1,460)(a) 1,460
12,782 12,782 (12,782)(a) 12,782
45,693 28 45,097 57 (45,726) 45,149

109,791 1,440 115,188 3,051 (109,791)(a) 119,679
16,931 75,196 24 487 31,988 (16,931)(a) 1,397

(3,500)(b)
(137,095)(c)

(5,151)(d)

15,472(e)

193,211 1 194,215 1,432 (194,020)(a) 194,839
35,116 35,116 (35,116)(a) 35,116
12,068 12,068 (12,068)(a) 12,068

1,155 1 1155 (1,155)(a) 1,156

368,272 76,638 382,229 36,471 (499,355) 364,255
82,202 72,202 (82,202)(a) 68,702

(3,500)(b)
58,798 58,798 450 (58,798)(a) 60,948
1,700(f)
123,733 (123,733)(a)

141,000 254,733 450 (266,533) 129,650
$227,272 $ 76,638 $127,496 $ 36,021 $(232,822)  $234,605
$137,709 $ 15,480 $ 14,773 $ 10,282 $ (67,060)(c) $111,184

92,957 68,661 117,298 25,739 (83,094)(a) 123,421
(91,289)(c)
(5,151)(d)
(1,700)(f)

230,666 84,141 132,071 36,021 (248,294) 234,605

3,394 7,503 4,575 (15,472)(e)

$227,272 $ 76,638 $127,496 $ 36,021 $(232,822)  $234,605

The accompanying notes are an integral part of these condensed combined financial statements.
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LAC Minerals Ltd.

Pro Forma Condensed Combined Statement of Earnings (g) (h)
(In thousands of Canadian dollars except per share amounts)

Three months ended
March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
R EVONTIEE st riarate o srol ivratatolins e i itors $ 39982 § 41,592 $169,783 $157,376  $130,666  $139,084 $ 73,427
Expenses
OPEratingl o il ot st axas b 22,352 20,485 84,329 72,891 58,228 45,230 34,528
Corporate administrative ........ 1,523 1,447 6,337 5,580 4,920 3,603 3,494
Depreciation, depletion and
AMIOTHZAHON 12 yriis s ssmsyaeni | S 4,746 3,778 20,683 14,894 12,267 8,542 6,570
Mineral exploration ............ 3,126 1,179 10,595 7,998 5327 3,094 1,306
Oil and gas dry holes and
abandonments . .............. 187 261 2,849 4,104 4,931 5,338 3,136
Research and development. .. .... 72 42 735 856 335
32,006 27,192 125,528 106,323 86,008 65,807 49,034
Earnings from operations........ 7,976 14,400 44,255 51,053 44 658 3277 24,393
Other income (expense)
Interest income . . ............ 3,756 1,769 14,274 4,412 1,805 6,198 3,309
Gain (loss) on investments,
MEL .o ee et (2,309) 124 127 31 (1,239) 13,163 1,627
Gain (loss) on sale of
mining and oil and gas
INEIESES . i o cvcnmmmananres a0 5 3 (100) (555) (397) 38 438
Gain on foreign exchange .. ... 4,601 663 2,892
Other income (expense) ....... 93 496 523 201 159 (287) 139
Interest expense
Long-termdebt............ (87) (42) (3,733) (439) (231) (1,372)
Other......oovvvvvnnannns (459) (149) (2,267) (453) (468) (1,620) (566)
5,600 2,864 11,716 3,197 (37 17,492 3,575
Earnings before income and
TUTAAE EAXES: oot st o031 sraratatasasmiire 13,576 17,264 55,971 54,250 44,287 90,769 27,968
Income and mining taxes.......... 6,467 7,754 24,180 26,548 22,055 48,564 18,633
Earnings before extraordinary
TR s i scrasenedil s s wsalivbosoiasa s 7,109 9,510 31,791 27,702 22,232 42,205 9,335
Extraordinary items .............. 130 600 432 (19,793)
EARNINGS (LOSS) FOR
THEPERIOD................. $ 7,109 $ 9510 § 31,791 $ 27,832 $ 22,832 $§ 42,637 $ (10,458)
EARNINGS (LOSS) PER SHARE
Before extraordinary items. ... ... $ 027 % 0.37 § 1.21 § 1.14 $ 098 § 1.87 § 0.41
After extraordinary items. ....... $ 0.27 $ 037 § 1.21 § 1.15 % 1.01 $ 1.88 w)
Weighted average number of common
shares for purposes of computing
earnings per share. ............. 26,672,780 25,506,889 26,246,648 24,219,258 22,670,051 22,620,498 22,620,498

The accompanying notes are an integral part of these condensed combined financial statements.
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LAC Minerals Ltd.

Notes to Pro Forma Condensed Combined Financial Statements
(Unaudited)

It is proposed that Lac Minerals Ltd., Little Long Lac Gold Mines Limited, Lake Shore Mines, Limited and
Wright-Hargreaves Mines, Limited (“Amalgamating Corporations™) amalgamate to form LAC Minerals Ltd.

These pro forma financial statements assume that the present shareholders of the Amalgamating Corporations will
receive common shares of LAC Minerals Ltd. as follows:

(i) Lac Minerals Ltd. - 1 common share of LAC Minerals Ltd. for each share owned.
(i1) Little Long Lac Gold Mines Limited — 2.377 common shares of LAC Minerals Ltd. for each share owned.
(iii) Lake Shore Mines, Limited — 2.871 common shares of LAC Minerals Ltd. for each share owned.

(iv) Wright-Hargreaves Mines, Limited — 0.498 common shares of LAC Minerals Ltd. for each share owned.

Shareholdings among the Amalgamating Corporations have been cancelled.

Because the amalgamation is among companies under common control it has been accounted for as if it was a
pooling of interests. In combining the entities the following pro forma adjustments have been made:

(a)

(b)

()

(d

(e)

®
(2

(h)

To reflect the elimination of the accounts of Lac Minerals Ltd. which are consolidated with Lake Shore
Mines, Limited.

To reflect the elimination of intercompany receivables and payables.

To eliminate the equity value as at March 31, 1985 arising from the intercompany investments in common
shares occurring in prior years and to assign the excess of the purchase price over the interest in the
underlying net book value acquired as at the date of acquisition to capital stock.

To eliminate each Amalgamating Corporation’s pro rata interest in its own dividends paid to other
Amalgamating Corporations.

To eliminate the pro rata interest in the cost to Lac Group companies of their investments in shares of the
Amalgamating Corporations.

To adjust deferred taxes related to the restriction of certain deductions for income tax purposes.

The pro forma condensed combined statement of earnings reflects the elimination of intercompany revenues,
intercompany expenses and the equity in earnings (loss) in the Amalgamating Corporations for each
respective period.

The pro forma condensed combined statement of financial position as at March 31, 1985 and the pro forma
condensed combined statement of earnings for the three months ended March 31, 1985 and 1984 is based on
financial information that is unaudited. The pro forma financial statements have not been adjusted for
non-recurring charges that are expected to be incurred within the ensuing year. Such non-recurring items
omitted represent the costs of this amalgamation estimated to be $1,800,000.
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The following schedule summarizes the computation of pro forma combined shareholders’ investment as at March
31, 1985:

Little Long Lac Lake Shore Wright- LAC Minerals Ltd.
Lac Minerals Gold Mines Mines, Hargreaves Pro Forma
Ltd. Limited Limited Mines, Limited Combined

(In Thousands of Canadian Dollars)

Shareholders’ investment

as at March 31, 1985....... $227,272 $76,638 $127,496 $36,021 $467,427
Pro forma adjustments

To eliminate the company’s

interest in the cost to

Lac Group companies

of their investments in

shares of the Company...... 3,394 7,503 4,575 15,472

230,666 84,141 132,071 36,021 482,899

To reflect the elimination of

post acquisition retained

earnings of Lac Minerals Ltd.

consolidated by Lake Shore

Mines, Limited............ (83,094) (83,094)

To eliminate the equity value
of intercompany investments
in common shares.......... (14,818) (79,292) (36,734) (27,505) (158,349)

To eliminate the pro rata
interest in dividends paid to
Lac Group companies ...... (4,949) (72) (130) (5,151)

Shareholders’ investment net of
intercompany eliminations ...  $210,899 $ 4,777 $ 12,113 $ 8,516 236,305

To adjust deferred taxes
related to the restriction
of certain deductions for
income tax purposes........ (1,700)

$234,605

Under United States accounting principles the amalgamation would be accounted for as a purchase. Under the
purchase method of accounting Lac Minerals Ltd., being the principal operating company, would be considered as the
acquiring company. Because the fair market value of the net assets of the acquired companies are not significantly
different from the amounts reflected in the historical financial statements, the pro forma condensed combined statement
of financial position and sharcholders’ investment under United States accounting principles would be substantially
equivalent to that prepared under Canadian accounting principles. Pro forma retained earnings, when the amalgamation
is accounted for as if it was a pooling of interests, is the sum of the retained earnings of the respective Amalgamating
Corporations net of the elimination of intercompany transactions. Under the purchase method of accounting pro forma
retained earnings would be the retained earnings of Lac Minerals Ltd. net of the elimination of Lac Minerals Ltd. pro
rata interest in dividends paid to Lac Group companies. Accordingly pro forma retained earnings as at March 31, 1985
would be reduced by $35,413,000 and capital stock increased by an equivalent amount to account for the difference
between Canada and United States accounting principles. Costs of the amalgamation are estimated to be $1,800,000.
Under United States accounting principles $1,600,000, being the estimated direct costs of the purchase, would be
accounted for as other assets and $200,000, being the estimated costs of share registration, would be accounted for as
a reduction to capital stock. In addition, the pro forma condensed combined statement of earnings would be limited to
the year ended December 31, 1984 and the three months ended March 31, 1985.
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The pro forma effect on pro forma condensed combined earnings of differences between Canadian and United
States accounting principles is as follows:

Three months Year ended
ended March 31, December 31,
1985 1984

(In thousands of Canadian dollars
except per share amounts)

EArnings as reported: « o s s b oo S0 055 s S5 o ol ORI v SEVE was b $7,109 $31,791
Foreigh currency exchange 10SSess . i s v © 5o <o ¢ oot Wi 9193 wE v 975 (2,402) (547)
Adjustment to deferred taxes resulting

from amalgamation () ¢ sen s vam b un Bt s U S So TONE Ve T RVE REE § g (1,700)
Earnings in accordance with generally accepted accounting principles in the

TR SCAES s vare ¢ s stoioin Teiais 5 ¥ olita sl ¥ Hoss A65E el Whoses Was Exitirs Sas & » $3,007 $31,244

Earnings per share in accordance with generally accepted accounting principles
10, the United SAES) s oo siows smen s v s v o Sews Ses D s ys S 2

o3
—

0.1 $ 119

The pro forma effect on retained earnings between Canadian and United States accounting principles is as follows:

March 31, 1985
(In thousands of
Canadian dollars)
Retained earnings as reported . .. ... ...ttt et $123,421
Adjustment to retained earnings as a result of accounting for the amalgamation as a purchase . . . 35,413
Retained earnings in accordance with generally accepted accounting principles in the
WInitEd STALESE i var 5 cons pies palas S &vas s5e% Savn TR 08 R8I B9 BV BWE G DR wEEE T $ 88,008

The following is the equivalent share information in accordance with Canadian accounting principles for each of

the Amalgamating Corporations:
March 31, 1985 December 31, 1984
LAC Share  Equivalent LAC Share  Equivalent
Minerals  exchange share Historical Minerals exchange exchange Historical
Pro Forma  Ratio Amount  Amount Pro Forma Ratio Amount(l) Amount

Lac Minerals Ltd.
Earnings per share before

extraordinary items.......... $0.27 1 $ 0.27 $ 0.30 $1.21 1 $1.21 $1.14
Earnings per share after

extraordinary items.......... 0.27 1 0.27 0.30 1.21 1 1:21 1.14
Dividends per share ........... 0.33 1 0.30 0.30
Book value per share .......... 8.80 1 8.80 8.73 8.49 1 8.49 8.42

Little Long Lac Gold Mines Limited
Earnings per share before

extraordinary items.......... 0.27 2.377 0.64 0.63 1:21 2.377 2.88 3.08
Earnings per share after

extraordinary items.......... 0.27 2.377 0.64 0.63 1.21 2.377 2.88 5.62
Dividends per share ........... 0.33 2.377 0.71 0.10
Book value pershare .......... 8.80 2.377 20.92 22.68 8.49 2377 20.18 22.05

Lake Shore Mines, Limited
Earnings per share before

extraordinary items.......... 0.27 2.871 0.78 0.82 1.21 2.871 3.47 3.76
Earnings per share after

extraordinary items.......... 0.27 2.871 0.78 0.82 21 2.871 3.47 6.74
Dividends per share ........... 0.33 2.871 0.86 0.15
Book value pershare .......... 8.80 2.871 25.26 30.09 8.49 2.871 24.37 29.27

Wright-Hargreaves Mines, Limited
Earnings per share before

extraordinary items.......... 0.27 0.498 0.13 0.06 1:21 0.498 0.60 0.40
Earnings per share after

extraordinary items.......... 0.27 0.498 0.13 0.06 1.21 0.498 0.60 0.75
Dividends per share ........... 0.33 0.498 0.15 0.05
Book value per share .......... 8.80 0.498 4.38 3.62 8.49 0.498 4.23 3.56

(1) The historical dividend of $0.30 per share has been used for purposes of calculating the equivalent exchange
amount for dividends per share.
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The following is a reconciliation of pro forma condensed combined earnings of LAC Minerals Ltd. in accordance
with accounting principles generally accepted in Canada to historical earnings of Lac Minerals Ltd. in accordance with
Unites States accounting principles for the periods indicated:

Three months ended
March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980

(In thousands of Canadian dollars)
Pro forma condensed combined earnings
(loss) of LAC Minerals Ltd. if the
amalgamation is accounted for as a
pooling of interests............... $ 7,009 $ 9510 $ 31,791 $ 27832 $ 22832 $ 42,637 $ (10,458)

Add (deduct) corporate (earnings) loss of
Little Long Lac Gold Mines Limited
(Earnings) loss for the period as

PEPOTIE . <o vvvarons busmimmneseraonn e b (2,130) (2,935) (18,918) (24,327) (7,224) (15,165) 2,219
To eliminate equity in earnings of Lac

(ETOUP COMPRINES: - - v e sezozavearizas 2,530 2,944 10,344 8,827 7,694 14,583 2,291
To eliminate gain arising from issue of

shares by Lac Minerals Ltd. .. ... 2,749 4,514
To eliminate equity in extraordinary

items of Lake Shore Mines, Limited 5,776 11,619 (4,235)
Corporate (earnings) loss for

the period - ouwas o v sgmera s 400 9 (49) 633 470 (582) 275

Lake Shore Mines, Limited
(Earnings) loss for the period as
reportedi s shen . o b (3,486) 4,512) (28,574) (38,935) (11,766) (24,185) 2,969
To eliminate post acquisition earnings
of Lac Minerals Ltd. consolidated

in Lake Shore Mines, Limited. . .. 7,799 9,285 29,307 27,969 21,928 34,674 1,689
To eliminate minority interest in Lac
Minerals Ltd. ................. (4,240) (4,942) (15,882) (14,327) (10,506) (14,551) (1,002)

To eliminate equity in earnings (loss)
of Lac Group companies recorded

by Lake Shore Mines, Limited . .. (301) 18 99 (267) 29 2,121 5,248
To eliminate gain arising on issue of
shares of Lac Minerals Ltd....... 12,619 25,379

To eliminate extraordinary items of

Lac Minerals Ltd. consolidated by

Lake Shore Mines, Limited...... (9,433)
To eliminate adjustments relating to

elimination of inter-company trans-

actions in consolidation ......... 129 (24) 256 (399) (818) (612) 154
Corporate (earnings) loss for

the petiod «ow v o0 of imeransg (99) (175) (2,175) (580) (1,133) (2,553) (375)

Wright-Hargreaves Mines, Limited

Earnings for the period as reported. . 577 (1.255) (7,429) (10,350) (2,674) (6,299) (118)
To eliminate equity in earnings (loss)

of Lac Group companies . ....... 966 1,196 3,698 3,753 2,433 4,224 (393)
To eliminate gain arising on issue of

shares by Lac Minerals Ltd. ..... 3,471 6,681
Corporate earnings for the period . .. 389 (59) (260) 84 (241) (2,075) (511)

Pro forma combined earnings (loss) of
LAC Minerals Ltd. if the amal-
gamation is accounted for as a

purchases SIResl. e vin mirse s 7,799 9,285 29,307 27,969 21,928 37,427 (11,069)
Adjustment for re-organization costs. . . (513) (258)
Foreign currency losses ............. (2,402) (547)

Historical earnings (loss) of
Lac Minerals Ltd. in accordance with
United States accounting principles.. $ 5397 § 9,285 § 28760 § 27,969 §$ 21415 § 37,169 § (11,069
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Report of Independent Chartered Accountants

To the Directors of
Lac MINERALS LTD.

We have examined the consolidated statement of financial position of Lac Minerals Ltd. as at December 31, 1984
and 1983 and the consolidated statements of earnings, retained earnings and changes in financial position for each of
the years in the five year period ended December 31, 1984. 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.

In our opinion, these consolidated financial statements present fairly the financial position of the company as at
December 31, 1984 and 1983 and the results of its operations and the changes in its financial position for each of the
years in the five year period ended December 31, 1984 in accordance with accounting principles generally accepted in
Canada applied on a consistent basis. Canadian generally accepted accounting principles differ in some respects from
United States generally accepted accounting principles, see note 15.

Toronto, Canada THORNE RIDDELL
January 31, 1985 Chartered Accountants
(May 14, 1985 as to note 13(b))

(June 21, 1985 as to note 14)
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Lac Minerals Ltd.

Consolidated Statement of Financial Position

(In thousands of Canadian dollars)

CURRENT ASSETS
@ash and short-term INVESIMENIS « o s vaiin s wvnsns s suare ssass mvemsia +
Bullion AnVentory: : sow s s wics smms smemanss wavs 5 s siems & s i s 3
CHNEE INVENUOTICS: . cure 5eiois s siovsts waymasaieis s & stam Hiads §/amle i@ SEm 4
Accounts 1eceivablei . coni cnn coes s nen v § s v Ty sie s 3
Due from Lac Group cOMPANIes . s sams sae s Sup s g vt s 4
SUDDLIES: soi = o s sisels soos it e BV sias SEDR S 50 K w4
Oher 5 s = o s s s0m Sl S S1alss SEns SRR Ui SOEeE e S

CURRENT LIABILITIES
Accounts payable and accrued liabilities .........................
Mining taxes:payable): wair o v s s amen s el s SR v SR ¢
Diie to:Lac Group COMPANIES : - e v wskin e s Higs st avm vai &
Long-term debt maturing within one year ........................
Deferred revenue on gold purchase warrants (note 2)...............

WORKING CAPITAL ...t e et e i e
INVESTMENTS (NO€ 3) .+« v et vee e et e et e eeeteeeeaannns
MINING INTERESTS (NOt€ 4). . oo oo et i ettt ieiiienns
OIL AND GASINTERESTS (note 4) . .......ciiiininiiiiniinnanns
DEFERRED FINANCING COSTS (net of accumulated amortization
$2,861,000; December 31, 1984 - $2,115,000) ...................
OTHER ASSETS (net of accumulated amortization $1,352,000;
December 31, 1984 — $1,163,000; December 31, 1983 - $429,000) ..

GAPITAL EMPLEGYED - oo vini avis & o s aiet savmisimrets s s oo &

Deduct:
LONG:TERM DEBT (MGIE 0] < 5.0 & i 250 5 555 <60 0@0h 106 S50 1@ &
DEFERRED TAXES ... . ... .1 6.0 5 d60 sees o slis S seimdes o

SHAREHOLDERS' INVESTMENT: ... ..o oot viin vinsmin asme sasssar shos sisgme

SHAREHOLDERS' INVESTMENT REPRESENTED BY
CAPITAL STOCK (note 7)
Authorized - 49,997,916 shares (1983 — 49,998,421 shares)
Issued — 29,633,389 shares (1984 - 29,612,689 shares;
1983 — 28,516,494 Shares). .. ... ovvveennnerinnnrerrnnnrieanns
RETAINED EARNINGS . ... ... ittt ittt ienianann

Deduct the Company’s pro rata interest in the cost to Lac Group
companies of their investments in shares of the Company .........

COMMITMENTS AND CONTINGENCIES (note 13)
Approved by the Board

(Signed) P. A. ALLEN, Director

March 31, December 31,
1985 1984 1983
(Unaudited)
$127,963 $137,489 $ 62,602
8,178 10,180 9,175
118 106 757
5,836 7,435 5,238
1 28 38
6,246 5,962 4,699
7,142 3,991 648
155,484 165,191 83,157
29,965 28,259 11,994
483 900
1,003 1,686 10
1,460 1,420 835
12,782 12,782
45,693 45,047 12,839
109,791 120,144 70,318
16,931 18,347 17,843
193,211 164,753 94,047
35,116 35,370 37.380
12,068 12,814
1,155 1,276 1,780
368,272 352,704 221,368
82,202 80,246 15,185
58,798 53,323 43,279
141,000 133,569 58,464
$227,272 $219,135 $162,904
$137,709 $137,371 $101,964
92,957 85,158 64,334
230,666 222,529 166,298
3,394 3,394 3,394
$227,272 $219,135 $162,904

(Signed) D. G. SHEEHAN, Director

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

Consolidated Statements of Earnings and Retained Earnings
(In thousands of Canadian dollars except per share amounts)

Three months ended

March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(Unaudited)
CONSOLIDATED STATEMENT OF EARNINGS
Revenues
Bullion: .o:50 o oo sevamanasntin i B I $ 36,087 $ 37,772 $153,090 $142,199 $116,903 $133,637 $ 69,332
OHLADA EAR s ii: s s siamimreresermanen o5 rasremre 1,669 2,196 6,815 6,573 5,229 1,766 872
Other s s e 5500 O SrEranniss & ienm 2,226 1,602 9,768 8,460 8,266 3,681 3,223
39,982 41,570 169,673 157,232 130,398 139,084 73,427
Expenses
Operating
MIDIRE. S ap cvmsvnEaERyaT o i speieas 20,888 18,496 76,866 65,849 51,195 40,582 31,327
Oiland gas . . ....oovviiiiiiiiiee s 685 830 3,532 2,497 2,246 1,637 1,160
OUET oo an o SR W RS TR Sl 1,651 1,170 6,976 4,557 5,001 2,993 1,915
23,224 20,496 87,374 72,903 58,442 45,212 34,402
Corporate administrative . ................... 1,377 1,348 5,932 5,211 3,885 3,043 3,085
Depreciation, depletion and amortization .. .. ... 3,987 3,738 20,343 14,434 12,039 8,534 6,563
Mineral explaration; . ... vieen v 3,126 1,179 10,574 7,824 5.253 3,081 1,267
Oil and gas dry holes and abandonments
written-off. . ... 187 261 2.711 3,549 4,898 5,336 3,085
Research and development. .................. 72 42 735 856 335
31,973 27,064 127,735 104,777 84,852 65,206 48,402
Earnings from: operations®. <« cowv. s wwowaamis 8,009 14,506 41,938 52,455 45,546 73,878 25,025
Other income (expense)
Interest income . ........ ..., 3,530 1,712 13,766 4,085 1,640 4,734 2,857
Gain (loss) on sale of mining and oil and gas
INEEIESIS .« oo v vt s e 5 3 179 19 (397) 38 438
Gain (loss) on investments, net .. ............. (1,416) 56 (10) (81) (1,239 8,570 723
Gain on foreign exchange ................... 4,601 663 2,892
Miscellaneous other income (expense) ......... 91 492 580 101 145 (341) 59
Interest expense
EOng-termi-aebl < ovmmmnn o s s (462) (415)  (5,356)  (1,972) (231) (1,372)
Other.......covvrviiiiii e (459) (134) (2,232) (438)  (2,241) (1,704) (362)
5,890 2,377 9,819 1,714 (2,323) 11,297 2,343
Earnings before income and mining taxes ........ 13,899 16,883 51,757 54,169 43,223 85,175 27,368
Income and mining taxes (note 8)............... 6,100 7,598 22,450 26,200 21,295 47,748 18,633
Earnings before extraordinary items . ............ 7,799 9,285 29,307 27,969 21,928 37,427 8,735
Extraordinary items (note 9) ................... (19,804)
EARNINGS (LOSS) FOR THE PERIOD. ........ $ 7,799 $ 9,285 $ 29,307 $ 27,969 $ 21,928 § 37,427 $(11,069)
EARNINGS (LOSS) PER SHARE (note 7(c))
Before /extraordinary HEms.. < «s s vsivnea i $ 030 $ 037 § 114 $ 117 § 101 § 18 $ 042
After extraordinary items. ................... $ 030 $ 037 % 114 % 117 § 101 $ 184 % (0.54)

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

Consolidated Statements of Earnings and Retained Earnings (continued)
(In thousands of Canadian dollars)

Three months ended

March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(Unaudited)
CONSOLIDATED STATEMENT OF RETAINED
EARNINGS
RETAINED EARNINGS, BEGINNING OF
{20 LA 1] B Do S S | S LW $ 85,158 $ 64334 § 64334 $45220 § 33,157 $ 5410 $ 17,252
Earnings (loss) for the period .................. 7,799 9,285 29,307 27,969 21,928 37,427  (11,069)
92,957 73,619 03,641 73,189 55,085 42,837 6,183
DHVIdENTS . -« c vnsemnsarmiimtormnis o wsiatutissres o s 8,868 8,148 10,822 10,666 873
Less the Company’s pro rata interest in its own
dividends paid to Lac Group companies. ....... (1,078)  (1,057)  (1,470)  (1,244) (100)
7,790 7,091 9,352 9,422 773
Share issue expenses, net of deferred income
taxes of $435,000 (1983 - $1,608,000) ........ 693 1,764
Reorganization costs, net of income taxes of
$484,000 in 1982 and $201,000 in 1981 ....... 513 258
8,483 8,855 9,865 9,680 773
RETAINED EARNINGS, END OF PERIOD ..... $ 92,957 $ 73,619 $ 85,158 § 64,334 § 45220 $ 33,157 § 5410

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

Consolidated Statement of Changes in Financial Position
(In thousands of Canadian dollars)
Three months ended

March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(Unaudited)
WORKING CAPITAL DERIVED FROM
Operations
Earnings before extraordinary items ......... § 7,799 $ 9285 $ 29307 $27.,969 $ 21,928 $ 37,427 $ 8,735
Items not affecting working capital
Depreciation, depletion and amortization . . . .. 3,987 3,738 20,343 14,434 12,039 8,534 6,563
Amortization of deferred financing costs .. ... 17 1,255
Deferred income and mining taxes .......... 5,475 7,615 17,355 20,627 11,235 6,306 2,977
Dry holes and abandonments written-off .. ... 187 261 2,777 3,549 4,898 4,828 2,943
(Gain) loss on sale and write-off of
mining and oil and gas interests .......... 1,767 (3) (179) 236 397 (38) (438)
Loss On IMVeSHNEIS . vvve vs s vowiiamsioseimmsis 1,416 10 81 1,289
Write-off of otherassets................... 243
Gain on sale of investments, ............... (56) (50) (8,570) (723)
(0117 19 5 (70) 39
Total from operations . . . .................. 20,648 20,840 70,887 67,139 51,741 48,417 20,096
Proceeds from sale of investments ............ 75 564 91 50 19,248 1,278
Proceeds from sale of mining and oil and
FASTIUEIEEEE rsmrssmsasosic ape. Svsacavmssis erosacinss 36 27 1,398 413 1,354 595 1,026
Term bank 0ans : ..z cvvcn o ve & a5 aieamnas 2,500 2,500 24,058
Issue 'of 8% debentures ........covvnvuinvans 66,070
Issue of capital stock, net ................... 338 34 34,279 60,991 9,127 1 695
Advances from Lac Group companies ......... 13,500
Capifal leases ; . caeanmn: o i o sianmaeg 510 1,326 2,300
Reduction in income taxes as a result of the
application of losses carried forward ........ 972
Total derived from all sources . ............... 21,022 20,976 173,708 129,960 80,572 70,761 48,125
WORKING CAPITAL APPLIED TO
Mining interests ...........o.veiiiiniinenins 30,112 9,405 85,069 37,675 38,154 18,474 9,494
Oil and gas FHEIEstS o oo i on mnn s s 871 2,308 6,386 8,577 14,882 14,704 14,792
Other assetS. . ... ...ty 68 235 2,209 243
Dividend payments to shareholders............ 8,868 8,148 10,822 10,666 873
Reorganization costS. .. ......vveviuivnnnian, 513 258
Purchase of shares in Lac Group companies. . . . . 1,097 3,764 6,505 1,082
Purchase of other investments ................ B} 177 233 28,143
Payment of term bank loans ................. 2,500 21,667 9,266
Repayment of capital leases. ................. 324 208 1,519 1,045 896
Deferred HOANCING COSS o vu v summsmsssnasicn 14,929
Payment of mining tax reassessments for prior
WEATE 2 ais v.aia snin oimiaiasaia anein 438 sinimie aseieoincuie: ous 6.876
Advances to Lac Group companies. ........... 1,794 2,096
Purchase of shares in predecessor companies
cancelled s snuaa i s sn ST 4,680 2,368
Total AppHCAONS. wusmmiminn v s 31,375 11,921 123,882 61,251 69,451 78,981 68,114
INCREASE (DECREASE) IN WORKING
CAPITAL: o onsnoinss i 83 ayEawsstd e $(10,353) $ 9,055 $ 49,826 $ 68,709 § 11,121 $ (8,220) $(19,989)

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

Consolidated Statement of Changes in Financial Position (continued)
(In thousands of Canadian dollars)

Three months ended
March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(Unaudited)
CHANGES IN WORKING CAPITAL
Increase (decrease) in current assets
Cash and short-term investments. ........... $ (9,526) $ 11,015 $ 74,887 §$ 53,582 §$ (17,025) $ 6,590 $ (2,553)
Bullion inventory .. ..........cvevrveeninn (2,002) (893) 1,005 2,891 1,007 1,400 (923)
OMhEr INVENTOTIES \civaic o5 aairae s i wfizads 12 (651)
Accounts receivable .. ........ ... ... . ... (1,599) (1,875) 2,197 908 206 1,710 457
Due from Lac Group companies . ........... 27 (142) (10) (331 (762) (5,652) 5,239
Supplies. .. ..ot 284 696 1,263 72 (164) 1,616 1,131
HRCE . st ST BT e b i S T 3,151 3,343
(9,707) 8,801 82,034 57,122 (16,738) 5,664 3,351
Increase (decrease) in current liabilities
Bank indebtedness . ... ..o i e (1,991) (960) (4,935) 5,359
Accounts payable and accrued liabilities. . . . .. 1,706 (906) 16,265 (366) 4,396 (1,847) 3,776
Income and mining taxes payable . .......... 417 639 900 (8,723)  (28,776) 25,008 10,066
Due to Lac Group companies .............. (683) 1,676 (829) (3,032) (1,009) 3,306
Long-term debt maturing within one year . ... 40 13 585 322 513 (3,333) 833
Deferred revenue on gold purchase warrants . . 12,782
646 (254) 32,208 (11,587) (27,859) 13,884 23,340
INCREASE (DECREASE) IN WORKING
CAPTEAL & o s iieniveien sl it sva s (10,353) 9,055 49,826 68,709 11,121 (8,220) (19,989)
WORKING CAPITAL (DEFICIENCY),
BEGINNINGOF PERIOD .................. 120,144 70,318 70,318 1,609 9,512)  (1,292) 18,697
WORKING CAPITAL (DEFICIENCY),
ENDIOEPERIOD 5 iicr oo msetuissaisisssyois siazsataes $109,791 $ 79,373 $120,144 $ 70,318 $§ 1,609 §$ (9,512) $ (1,292)

The accompanying notes are an integral part of these financial statements.
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1.

Lac Minerals Ltd.

Notes to Consolidated Financial Statements
(Tabular amounts in thousands of Canadian dollars)
(Information as at March 31, 1985 and 1984 and for the three months ended March 31, 1985 and 1984 is unaudited)

Lac Minerals Ltd. (the Company) is a member of a group of companies collectively known as the Lac Group.
Other companies in this group are Little Long Lac Gold Mines Limited (Little Long Lac), Lake Shore Mines, Limited
(Lake Shore) and Wright-Hargreaves Mines, Limited (Wright).

Significant Accounting Policies

The Company is incorporated under the Business Corporations Act, 1982 (Ontario). The consolidated financial
statements are presented in accordance with accounting principles generally accepted in Canada and comply with
United States disclosure requirements in all material respects. The Company’s operations are organized into two
principal classes of business, namely, mining (chiefly gold) and oil and gas.

(a)

(b)

(c)

(d

(e)

(0]

Basis of presentation

The consolidated financial statements include the accounts of the Company and its subsidiary companies. All
intercompany balances and transactions have been eliminated in consolidation.

The Company was formed effective December 31, 1982 as a result of a reorganization of Long Lac Minerals
Ltd. (No Personal Liability), Willroy Mines Limited, Les Terrains Auriferes Malartic (Québec) Limitée
(Libre de responsabilité personnelle), Les Mines Est-Malartic Ltée. (Libre de responsabilité personnelle),
Long Lac Mineral Exploration Limited and certain other companies in the Lac Group.

26,054,198 shares of the Company were issued to the shareholders of the predecessor companies. As part of
the reorganization 1,785,981 shares representing intercorporate shareholdings among the predecessor compa-
nies were cancelled.

Long Lac Minerals Ltd. (No Personal Liability) was formed effective November 1, 1981 as a result of a
reorganization of Silverstack Mines Ltd. (No Personal Liability), Les Mines d’Or Thompson-Bousquet Ltée.
(Libre de responsabilité personnelle), Copper Giant Mining Corporation Limited (Non-Personal Liability) and
the acquisition of certain assets of Long Lac Mineral Exploration Limited. By transactions effective May 31,
1982 and November 19, 1982 the Company acquired all operating assets of the aforementioned companies.
As there has been no change in the beneficial ownership of the Company, the reorganizations described above
have been accounted for as a pooling of interests and accordingly, the consolidated financial statements reflect
the combined operations of the predecessor companies as if the reorganizations occurred at the beginning of
1980.

Previously reported retained earnings of the predecessor companies have been adjusted to reflect the effects
of the reorganizations.

Revenue

Bullion revenue is recognized when the bullion is delivered and accounted for net of royalties where the
amount of the royalty is based on the quantity of production.

Bullion and other inventories

Inventories are valued at the lower of cost (determined on the first-in, first-out basis) and estimated net
realizable value.

Supplies

Supplies are valued at the lower of average cost of acquisition and replacement cost.

Investments

The Company has a 22% interest in Little Long Lac. Because Little Long Lac’s principal asset is its direct
and indirect interest in the Company, the investment has been recorded at cost.

All other investments are recorded at cost.

Mining interests

Plant and equipment, including equipment under capital leases, are stated at cost. Expenditures for additions,
major improvements and replacements are capitalized; repairs and maintenance are charged to earnings as
incurred. Depreciation is provided on a straight-line basis over the estimated useful lives of the assets.
Mining properties are stated at cost. Depletion is provided on the unit-of-production method based on proven
reserves.
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Exploration costs incurred to the date of establishing that a property has reserves which have the potential of
being economically recoverable are charged against earnings; further costs are capitalized and then amortized
on the unit-of-production method based on proven reserves.

Deferred mine development includes deferred waste removal costs related to the Doyon joint venture open pit
operations to the extent that the waste-to-ore ratio exceeded the estimated average ratio for the life of the pit.
Other expenditures incurred to bring a project into production and major development expenditures for
producing mines are capitalized. All deferred mine development costs are amortized by the unit-of-production
method based on proven reserves.

Upon sale or abandonment, the cost of mining interests and the related accumulated depreciation, depletion
and amortization are removed from the accounts. Any gains or losses thereon are taken into earnings.

(g) Oil and gas interests
Expenditures for petroleum and natural gas plants are capitalized.

All costs of acquiring leases and rights, exploring for and developing oil and gas reserves thereon are
capitalized by area of interest. If it is subsequently determined that the wells drilled are dry, the property is
subsequently abandoned, or if an impairment of value is apparent, the related capitalized costs are charged
to earnings.

Depletion of costs accumulated for producing properties is provided on a property by property basis using the
unit-of-production method based on proven reserves.

(h) Capitalization of interest
A portion of the interest costs, including the amortization of deferred financing costs and related foreign
currency translation adjustments, associated with the 8% debentures that are incurred during the devel-

opment, construction and start-up phases of the Hemlo Project are capitalized as construction in progress
Hemlo.

Once commercial production commences, interest and associated costs will be charged to earnings.

(i) Deferred financing costs
Deferred financing costs which include debenture discount and issue expenses are amortized on a straight-line
basis over the period to maturity of the debentures.

(j)  Income and mining taxes
Income and mining taxes are recorded on the tax allocation basis whereby the amount expensed during the
period is based on earnings that are recorded in the accounts. Deferred taxes arise as a result of recognizing
costs in different periods for accounting and tax purposes.

(k) Foreign currency translation

The Company considers its foreign operations to be integrated. Foreign currency transactions and account
balances have been translated using the temporal method. Under this method, current assets and liabilities,
excluding inventory, are translated at the exchange rate in effect at the balance sheet date. All other items,
with the exception of long-term debt, and depreciation and depletion are translated using the rate of exchange
prevailing when they are acquired. Long-term debt is translated using the current exchange rate. Depreciation
and depletion are translated at the same rates as the related assets. Exchange gains and losses from translation
except those capitalized as construction in progress Hemlo are included in earnings in the current year.

Deferred Revenue on Gold Purchase Warrants

During the year ended December 31, 1984, the Company issued 200,000 gold purchase warrants. Each warrant
entitles the holder to purchase 0.5 ounces of gold from the Company at a purchase price which is equivalent to U.S.
$460 per ounce. Such warrants expire on April 15, 1989.

The value ascribed to the warrants is based upon their fair market value at the date of issue. It has been accounted
for as deferred revenue and will be taken into earnings on a pro rata basis as the warrants are exercised, or when
they expire on April 15, 1989,

Pursuant to the terms of the warrant indenture the Company has covenanted that if the gold production from its
mines during the twelve month calendar period ending each month falls below 1.5 times the amount of gold
necessary to honour the number of warrants then outstanding, the Company shall deposit an amount of gold such
that the gold production for the previous twelve months together with the gold on deposit will equal 1.5 times the
amount of gold necessary to honour the warrants outstanding. During the three months ended March 31, 1985 and
the year ended December 31, 1984, the Company was in compliance with this gold production ratio.
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3. Investments

March 31, December 31,
1985 1984 1983
Investments in Lac Group companies accounted for on a cost basis
(quoted market value March 31, 1985 - $38,661,000; December 31,
1984 — $36,560,000; December 31, 1983 - $52,353,000) . .. ................... $14,817 $16,233 $16,233
The Company’s pro rata interest in its
own dividends paid to Lac Group companies. . ............c.ooeeiuiinneennn.s 4,949 4,949 3,871

19,766 21,182 20,104

Less the Company’s pro rata interest in the cost to Lac Group
companies of their investments in shares of the Company ...................... 3,394 3,394 3,394

16,372 17,788 16,710

Other investments, accounted for on a cost basis less provision for losses
(quoted market value March 31, 1985 - $220,000; December 31,1984 -

$203,000; December 31, 1983 — $658,000). . ... c.iiviivnisiiiannineiinenens 446 446 951
KERNCE .. coovie sonsens: smeie o nise sepess smmce = apmin ssosmnn moeld Seslid Salh 7 afe S0l 5 DRN SR 5 05T HRUOH 6 113 113 182
559 559 1,133

$16,931 $18,347 $17,843

Because of the large number of Lac Group company shares owned by the Company the amounts that would be realized if certain
of these investments were sold may be more or less than their quoted market values.

4. Mining and Oil and Gas Interests

March 31, December 31,
1985 1984 1983

Accumulated Accumulated Accumulated

depreciation, depreciation, depreciation,

depletion and depletion and depletion and

Cost amortization Net Cost amortization Net Cost  amortization  Net
MINING INTERESTS

Plant and equipment ................ $ 56,851  $28,294  § 28,557 $ 56,615 $27,317 $ 29,298 § 50,921 $22,725  $28,19
Equipment under capital leases ....... 3,337 1,577 1,760 3,337 1,410 1,927 3,633 855 2,778
Mining properties .................. 13,716 9,048 4,668 13,481 8,889 4,592 13,525 7,890 5,635
Deferred mine development . ......... 44,156 24,092 20,064 45,459 22,719 22,740 44,652 13,740 30,912

118,060 63,011 55,049 118,892 60,335 58,557 112,731 45,210 67,521

Major development and construction

in progress
Hemlo s o sermmanisnesvsysims = 102,401 102,401 75,464 75,464 14,018 14,018
Macassa No. 3shaft.............. 24,439 24,439 21,983 21,983 12,508 12,508
La Mine Doyon underground. . . .. .. 8,148 8,148 6,122 6,122
Lake Shore underground........... 3,174 3,174 2,627 2,627

138,162 138,162 106,196 106,196 26,526 26,526
$256,222  $63,011  $193,211 $225,088 $60,335  $164,753 $139,257 $45,210  $94,047

OIL AND GAS INTERESTS
Gas gathering systems and
processing plants’. .o v we s $ 4351 $1,331 $ 3020% 4232 S 756 $ 3476% 3,833 $ 266 $ 3,567
Petroleum and natural gas leases and
rights including development thereon
Prodlcing =i« sesommnnnsmmis i s 34,053 10,680 23,373 33,081 10,318 22,763 31,518 6,245 25273
Non-producing. .. .........ooouvies 8,723 8,723 9,131 9,131 8,540 8,540

$ 47,127 $12,011  $ 35,116 $ 46,444  $11,074  § 35370 $ 43,891 §$ 6,511  $37,380

5. Lines of Credit

The Company has arranged lines of credit amounting to $31,500,000 or the equivalent in U.S. dollars and an additional line of
U.S. $2,000,000. No commitment fees are payable. These lines of credit are unused.
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6. Long-Term Debt
Long-term debt consists of

March 31, December 31,
1985 1984 1983
Advances from Lac Group companies
Lallce SHOPE! cliririis sens: s SRl 50 FRGE 5 5 o e e teyoters mspe $ 10,000 $ 10,000 $ 10,000
WEIED e B vcem e v o i g s i e Sl L S e s 3,500 3,500 3,500
‘ 13,500 13,500 13,500
8% Debentures due April 15, 1989 (U.S. $50,000,000)........... 68,350 66,070
Obligations under capital leases. .............................. 1,812 2,096 2,520
83,662 81,666 16,020
Less amount maturing withinone year......................... 1,460 1,420 835

$ 82,202 $ 80,246 $ 15,185

Advances from Lac Group companies, which are unsecured and bear interest at the prime rate of a Canadian
chartered bank, are repayable on January 1, 1989. The Company has the option to repay any amount prior to the
maturity date without penalty.

Obligations under capital leases

The Company has leased heavy mining equipment and mobile camp equipment. These leases, which are accounted
for as capital leases, contain options to purchase which are exercisable in 1985 and 1986. The obligations under
such capital leases, which mature in 1987, represent the total present value of future minimum lease payments
discounted at the interest rate implicit in each lease as at the inception of the lease. These rates range from 11%
to 19%. The following is a schedule by year of future minimum lease payments together with the balance of the
obligations under capital leases.

March 31, dcesmiberF,
1985 1984 1983

D98 e o siais = s wsgans avege s cew mmim e WeEa i & L e OO, $ 1,110
RORS cnn i e & wisis sianaty Woareva RUEe BIRER T pesy WU el bt el e st $ 1,270 $ 1,618 1,345
198650 v s = s s s G s ST SV, S S S 639 639 530
Total minimum:16ase PAYINEDS o ¢« o zai svin s v sty sl swswalon 1,909 2,257 2,985
Less amount representing interest . . ...........cooiiiiieeeniann. 97 161 465

1,812 2,096 2,520
Less amount maturing withinone year......................... 1,460 1,420 835
Obligations included with long-term debt....................... $ 352 $§ 676 $ 1,685

Interest expense

Interest and related expenses on long-term debt amounted to $462,000 for the three months ended March 31, 1985
($415,000 for March 31, 1984) and $5.356,000 for the year ended December 31, 1984 (1983 - $1,972,000; 1982
- $231,000; 1981 - nil; 1980 - $1,372,000). During the three months ended March 31, 1985 $1,312,000 (1984
- nil) and for the year ended December 31, 1984 $1,565,000 was capitalized (1983, 1982, 1981, and 1980 - nil).

7. Capital Stock and Earnings Per Share
(a) Changes in capital stock

rssimthaesisd Year ended December 31,
March 31, 1985 1984 1983
Shares Amount Shares Amount Shares Amount

Balance, beginning of period (note 1(a)) .... 29,612,689 $137,371 28,516,494 $101,964 26,054,198 $ 39,209
Public sale of shares..................... 1,000,000 34,500 2,000,000 54,500
Exercise of stock options . . . .............. 10,700 32 96,700 908 171,900 562
Cancellation due to a prior year amalgamation (505) (1) (1,579) (67)
Issued to an employee (note 12 (g)) ........ 10,000 306
Issued to acquire royalty interest in the

Hemlo Project. . ..., ccvvmcviniceaiann, 256,610 6,673
Issued for shares of Little Long Lac........ 35,365 1,087
Balance, end of period. .. ................ 29,633,389 $137,709 29,612,689 $137,371 28,516,494 $101,964

F-19



(b) Stock option plan
Under the Company’s Stock Option Plan 700,000 (1983 - 500,000) unissued shares were reserved for
issuance to employees. No options were granted in 1984. Options for 9,000 shares at $21.35 per share and
options for 28,000 shares at $28.71 per share were granted in 1983. During the year ended December 31,
1984, options for 96,700 shares were exercised (1983 - 171,900) for which the Company received $908,000
(1983 - $562,000). Options for 6,000 shares expired. As at December 31, 1984, options for 115,500 shares
(1983 - 218,200 shares) were outstanding and options for 201,000 (1983 - 1,000) shares were available for
future grants. On January 16, 1985 options for 91,000 shares were granted at $24.80 per share. During the
three months ended March 31, 1985 options for 10,700 shares were exercised for which the Company
received $32,000.
As at March 31, 1985 options for 195,800 shares were outstanding and options for 110,000 shares were
available for future grants.

(c) Earnings per share
Earnings per share are based on the weighted average number of shares outstanding during the year excluding
the Company’s pro rata interest in its own shares held by Lac Group companies (March 31, 1985 -
26,044,848 shares; March 31, 1984 - 24,918,155 shares; December 31, 1984 - 25,702,141 shares; Decem-
ber 31, 1983 - 23,918,270 shares; December 31, 1982 - 21,733,919 shares; December 31, 1981 -
20,303,695 shares; December 31, 1980 - 20,618,357 shares).

. Income and Mining Taxes
The provisions for income and mining taxes are

Three months

ended March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
Current taxes
Federal and provincial income. . .. $ 1,595 $ 9,200 $ 5,920 $27,442 $ 6,525
Provincial mining ... cow vaan s $ 625 $1,363 3,500 3,100 4,140 14,000 9,131

625 1,363 5,095 12,300 10,060 41,442 15,656

Deferred taxes

Federal and provincial income. . .. 4,900 5,301 14,405 10,900 8,975 5,696 2,067
Provincial mining . ............. 575 934 2,950 3,000 2,260 610 910
5,475 6,235 17,355 13,900 11,235 6,306 2,977

Total ..ot $6,100 $7,598 $22,450 $26,200 $21,295 $47,748 $18,633

Deferred taxes result from timing differences arising from transactions which enter into the determination of
earnings and taxable income in different reporting periods. The sources of material timing differences, and the tax
effect of each were as follows:

Year ended December 31,

1984 1983 1982 1981 1980
Depreciation, depletion and amortization........... $2,819 $ 1,185 $ 3,003 $(1,889) $ (59
Deferred development expenditures ............... 4,401 5,651 4,298 3,656 139
Exploration expenditures . ....................... 10,202 6,891 2,816 4,281 3,091
OMRBT . oo sonn ovmie a wiets Gamie st svaiins S5 FIstae o (67) 173 1,118 258 (198)
TROLAL .oocveneie sicen snedivion smetis = wpae sioznin esvss wselds afs BAiels $17,355 $13,900 $11,235 $ 6,306 $ 2,977
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10.

The reconciliation of the combined Canadian federal and provincial statutory tax rates and the Company’s
consolidated effective income and mining tax rates is as follows:

Year ended December 31,
1984 1983 1982 1981 1980
(Percentage of pretax earnings)

Combined Canadian federal and provincial statutory

INCOME £AX FAES iviive wanosomirs sioss 5 aivie etk 3 S35 £0605 50 48.0 45.5 46.1 49.2 493
Deduct resource and depletion allowances . ......... 23.2 17.4 23.0 14.9 13.7
Adjusted income tax rate . ....................... 24.8 28.1 23.1 34.3 35.6
AddiminiDg A FAEE ooww s sropem wem 2egs e i o 15.2 16.0 24.2 242 8.3
Applicable statutory income and mining tax rate. . ... 40.0 44.1 47.3 58.5 43.9
Adjust for permanent differences

Disallowed eXpenses: . oo et smn sa 5 s s 5 6 2.4 2.2 4.1 0.4

(Non-taxable) Imputed income for mining tax

PUTPOSES & . v vttt ettt et e et ien e 4.3) (3.0) ©.3 (4.5) 214

Losses of subsidiaries not tax effected . .......... 4.7 1.9 4.2 1.5 0.4

OMher.....c v e s masos ssee Sims ses S S50 S .6 3.2 3.0 .6 2.0
Effective income and mining tax rate . ............. 43.4 48.4 49.3 56.1 68.1

The sources and the tax effect of material timing differences, resource and depletion allowances, and permanent
differences for the three months ended March 31, 1985 and March 31, 1984 are not significantly different from
those for the year ended December 31, 1984.

Extraordinary Items

Year ended
December 31,
1980

Write down of investment in New Cinch Uranium Ltd., net of deferred taxes of $604,000 . .. $(20,776)
Reduction in current income taxes as a result of the application of losses carried forward . .. 972
$(19,804)

Joint Venture Agreement

The Company is in a joint venture with SOQUEM (Société Québecoise d’Exploration Minigre) to operate La Mine
Doyon (Doyon) which commenced commercial operations in March 1980. The parties participate equally in the
operations, which are carried out under the supervision of the Company.

The consolidated financial statements include the Company’s 50% proportionate interest in Doyon as follows

March 31, December 31,

1985 1984 1983
ASKRIReor cn i v s sATEE SOR SRTEE TR DR ORN SEGEEE DL SORE e $38,059 $38,247  $37,541
LAabILEes, i cin aoes 5 2000 550 & S50 5655 4 5o vaetn sommss simme wimess, siadd 4o 3,054 3,601 4,855
Equity/and advantest. s v« sms so 5 s sis s fwn w5 $35,005 $34,646  $32,686

Three months ended
March 31, Year ended December 31,

1985 1984 1984 1983 1982 1981 1980
REVEDIES': o wicrars £ ey s 3 $10,833  $11,685 $48,852 $44,250 $42,632 $40,200 $12,205
EXPENSES : rave siajes sses S S » 7,294 6,045 26,996 22,855 16,323 9,661 3,707

Earnings before income and

mining taxes $ 3,539 $ 5,640 $21,856 $21,395 $26,309 $30,539 § 8,498
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11.

Segmented Data

Revenues

Operating and administrative
EXPEIEES - 1uccrosuininse s v visiwinamerincs
Depreciation, depletion
and amortization . .............

Mineral exploration and oil and
gas dry holes and abandonments .

Earnings (loss) from operations
CRIADR - osmmmsmrain e sy
USA. .. ittt

Identifiable assets

Corporate assets .........ie0veen

Capital expenditures .............

Revenues

Operating and administrative
eXDEnBes v o5 DS
Depreciation, depletion
and amortization . .............

Mineral exploration and oil and
gas dry holes and abandonments .

Earnings (loss) from operations

Year ended December 31,
1984 1983
0il Oil

Mining and gas  Other Total Mining and gas  Other Total
$153,090 $ 3,845 $ 9,768 $166,703 $142,199 $ 3,204 § 8,460 $153,863
2,970 2,970 3,369 3,369
153,090 6,815 9,768 169,673 142,199 6,573 8,460 157,232
83,533 3,532 6,976 94,041 71,916 2,497 4,557 78,970
13,975 5,367 1,001 20,343 10,832 2,697 905 14,434
10,574 2,777 13,351 7,824 3,549 11,373
108,082 11,676 7,977 127,735 90,572 8,743 5,462 104,777
49,426 (3,656) 1,791 47,561 52,757 (272) 2,998 55,483
(4,418) (1,205) (5,623) (1,130) (1,898) (3,028)
$ 45008 S (4,861) $ 1,791 $ 41,938 $ 51,627 $ (2,170) $ 2,998 § 52,455
$334,496 § 29,712 $ 7,410 $371,618 $169.860 $ 29,794 § 6,883 $206,537
966 6,820 7,786 160 9,667 9,827
$335,462 % 36,532 $ 7,410 379,404 $170,020 $ 39,461 $ 6,883 216,364
18,347 17,843
$397,751 $234,207
$ 85007 $ 6,38 $ 62 $91455 $37452 § 8577 $ 223 § 46,252

Year ended December 31,
1982 1981
0il 0il

Mining  and gas Other Total Mining and gas  Other Total
$116,903 § 2,656 $§ 8,266 $127,825 $133,637 $ 1,214 $ 3,681 §138,532
2,573 2,513 552 552
116,903 5,229 8,266 130,398 133,637 1,766 3,681 139,084
55,415 2,246 5,001 62,662 43,625 1,637 2,993 48,255
8,064 3,237 738 12,039 7,478 643 413 8,534
5253 4,898 10,151 3,081 5,336 8,417
68,732 10,381 5,739 84,852 54,184 7,616 3,406 65,206
48,931 (2,159) 2,527 49,299 79,581 (3,261) 275 76,595
(760) (2,993) (3,753) (128) (2,589) 2,717)
$ 48,171 $ (5,152) $ 2,527 $45546 §$ 79,453 $ (5,850) § 275 $ 73,878
$ 89966 $ 23,348 § 2,596 $115910 §$ 77,101 $ 18,456 $ 3,232 $ 98,789
80 13,666 13,746 13,019 13,019
$ 90,046 $ 37,014 $ 2,596 129,656 §$ 77,101 $ 31,475 § 3,232 111,808
17,031 13,997
$146,687 $125,805
$ 37,784 $ 14,882 § 390 $ 53,056 $ 18,184 $ 14,704 S 290 §$ 33,178
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12.

Year ended December 31, 1980

il
Mining and gas Other Total
Revenues
Canada .............cciiiiiiii e $69,332 $ 475 $ 3,223 $ 73,030
WTEBEAL - . s ivieie oieeia et siessie siatete vosss Shsiite stoss et S S8 397 397
69,332 872 3,223 73,427
Operating and administrative expenses................ 34,412 1,160 1,915 37,487
Depreciation, depletion and amortization.............. 5,769 338 456 6,563
Mineral exploration and oil and gas dry holes and
abandonments . .......... . ... ... . ... 1,267 3,085 4,352
41,448 4,583 2,371 48,402
Earnings (loss) from operations
T ] A P L s e 27,884 (3,109) 852 25,627
L S g P (602) (602)

$27,884 $(3,711) § 852 $ 25,025

CANAUE i s v s v Bt s St v R s et $70,501 $11,834 $ 2,627 $ 84,962
N A s e s S e B S S e el e 7,982 7,982
$70,501 $19,816 $ 2,627 92,944

(EOTPOTAICI ASEELS s sionere siois slofons wmsheussaialh wsuseis srape siene. s ohota: cio SHUNE & eh SHoUuiE) iy Thodod ot ot Rutrnsp i 16,693
$109,637

Capital EXpenditiTes <. oo vuree s s o5 sares s SEzn $ 9,308 $14,792 $ 186 $ 24,286

Related Party Transactions

(a)

(b)

(c)

(CY

From time to time advances are made between the Company and certain Lac Group companies. Interest on
such advances is calculated at bank prime rate. Interest expense for amounts borrowed is $376,000 for the
three months ended March 31, 1985 (1984 - $373,000) and $1,638,000 for the year ended December 31,
1984 (1983 - $1,537,000; 1982 - $1,818,000; 1981 - $51,000; 1980 - $129,000). Included in interest
income for the year ended December 31, 1982 is $446,000 (1981 - $828,000; 1980 - nil) for amounts lent.

During the three months ended March 31, 1985 and 1984 the Company paid $22,500 respectively and during
the year ended December 31, 1984 the Company paid $303,000 (1983 - $1,032,000) for salaries and
expenses and consulting services, pursuant to oil and gas joint venture agreements, to companies in which a
director and a former director of the Company are officers. In 1982 $306,000 (1981 - $210,000; 1980 -
$127,000) was paid for salaries and expenses, pursuant to an oil and gas joint venture agreement, to a
company in which a director of the Company was an officer.

Lake Shore has granted to the Company the right to mine the crown pillar above 300 feet and the ore below
300 feet of the former Lake Shore mine at Kirkland Lake, Ontario and to treat ore from the pillar, subject to
a royalty interest payable to Lake Shore of 50% of the net profits from the operations after the pro rata
recovery by Lake Shore and the Company of their costs with respect to the development of ore above 300 feet
and below 300 feet. During the year ended December 31, 1984, $3,085,000 of royalties were paid (1983 -
$52,000; 1982, 1981 and 1980 - nil). During the three months ended March 31, 1985, $872,000 (1984 -
$17,000) was paid.

In 1982, the Company obtained from Lake Shore and Wright the right to retreat tailings deposited in the bed
of Kirkland Lake as a result of operations formerly carried on by Lake Shore and Wright. Lake Shore and
Wright will receive an advance minimum royalty of 2% of net smelter return payable until the Company has
recouped its costs of placing the operation into commercial production and thereafter a royalty equal to the
greater of 2% of the net smelter return or 20% of net profits.
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13.

14.

15.

(e) In 1983, Wright granted to the Company the right to explore and mine the crown pillar of the old Wright gold
mine at Kirkland Lake and to treat ore from the pillar, subject to a royalty interest payable to Wright of 50%
of the net profits from the operations after the recovery by Wright and the Company of their costs. In addition,
Wright has granted to the Company the right to mine the crown pillar of the old Wasamac Mine at Arntfield,
Québec subject to a royalty interest payable to Wright of 25% of the net profits from the operations after the
recovery by Wright and the Company of their costs.

(f) In 1983, the Company issued 51,322 of its shares to an employee to acquire a 0.25% interest in the net
proceeds from the Hemlo Project and another 205,288 of its shares to Little Long Lac to acquire another 1%
interest in the same property. Both interests had been granted to employees under the Company’s Geologists’
Royalty Plan, one royalty interest having been transferred by the recipient to Little Long Lac for shares in that
company. A further 30,000 shares in Little Long Lac were acquired from companies related to a Director of
the Company in exchange for 35,365 shares of the Company.

(g) Subsequent to December 31, 1984 the Company issued 10,000 shares to an employee in recognition of the
outstanding geological work performed by him (note 7(a)).

Commitments and Contingencies

(a) In October of 1981 International Corona Resources Limited (Corona) commenced an action against, among
others, a predecessor of the Company in which it now claims general damages of $3 billion for breach of a
confidential relationship which precluded the acquisition of certain patented mining claims in the Hemlo area
of Ontario, a declaration that the Company’s interests in the subject mining claims are held in trust for Corona
and an order directing their transfer to Corona, an injunction to prevent the Company from dealing with the
claims and an accounting for profits from the claims. Based on evidence by the Company and subject to any
evidence revealed by further examinations for discovery that must be conducted, counsel for the Company
is of the opinion that Corona should not succeed in its claim.

(b) From time to time the Company sells gold for future delivery at set dates and prices. These transactions are
not reflected in the accounts until the deliveries are made. At December 31, 1984 the Company agreed to sell
207,960 ounces of gold at prices averaging U.S. $366 per ounce. At May 14, 1985 the amount sold was
325,000 ounces of gold at prices averaging U.S. $348.50 per ounce.

(¢) The Company has committed to sell U.S. currency at set dates and prices. These transactions are not reflected
in the accounts until the maturity dates of the contracts. At December 31, 1984 the Company had agreed to
sell a total of U.S. $45 million at various dates between January 31, 1985 and December 31, 1988 at exchange
rates averaging 1.28.

Subsequent Event

Subsequent to December 31, 1984, the Company has announced that it is considering an amalgamation with Little
Long Lac, Lake Shore and Wright (the “Amalgamating Corporations”) to form LAC Minerals Ltd. (“LAC™).
Pursuant to the terms of the amalgamation agreement all the issued and outstanding shares of each of the
Amalgamating Corporations which are held by any of the other Amalgamating Corporations will be cancelled
without any repayment of capital in respect thereof and the remaining shareholders of each of the Amalgamating
Corporations will receive common shares of LAC on the following basis:

For each share of Number of LAC common shares
Lac Minerals Ltd. 1

Little Long Lac 2.377

Lake Shore 2.871

Wright 0.498

This amalgamation will be accounted for as a pooling of interests.

Generally Accepted Accounting Principles in Canada and the United States

The Company follows Canadian accounting principles which are different in some respects from those applicable
in the United States and from practices prescribed by the United States Securities and Exchange Commission
(SEC). The effect on the consolidated financial statements of such differences is outlined below:

(a) In 1981 and 1982 reorganization costs, net of income taxes, were written-off to retained earnings. Under

United States accounting practices such costs would be charged to earnings. Accordingly earnings would have
been reduced by $513,000 ($.02 per share) in 1982 and $258,000 ($.01 per share) in 1981.
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(b) Foreign currency exchange losses from translation of long-term debt have been capitalized as construction in
progress Hemlo. United States accounting principles required that such amounts be charged to earnings.
Earnings for the year ended December 31, 1984 would be reduced by $547,000 ($.02 per share) and
$2,402,000 ($.09 per share) for the three months ended March 31, 1985.

(c) Debenture discount net of accumulated amortization amounting to $10,971,000 as at December 31, 1984
($10,332,000 as at March 31, 1985) has been accounted for as deferred financing costs. Under United States
accounting principles such amounts would be reported in the consolidated statement of financial position as
a direct deduction from long-term debt.

(d) In 1984 and 1983 share issue expenses, net of deferred income taxes, were written-off to retained earnings.
Under United States accounting practices such costs would be reported in the consolidated statement of
financial position as a reduction of capital stock.

If the Company’s consolidated financial statements had been presented on the basis of United States accounting
principles earnings (loss) and earnings (loss) per share would have been

Three months ended

March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
Earnings (loss), as reported . ............ $ 7,799 $ 9,285 $29,307 $27,969 $21,928 $37,427 $(11,069)
Adjustment for reorganization costs .. .... (513) (258)
Foreign currency exchange losses ........ (2,402) (547
Earnings (loss) in accordance with generally
accepted accounting principles in the
United States'. ..o o o $ 5,397 $ 9,285 $28,760 $27,969 $21,415 $37,169  $(11,069)
Earnings (loss) per share in accordance
with generally accepted accounting
principles in the United States
Before extraordinary items.......... $ 021 $ 037 $ .12 $ 117 $ 0.99 $ 183 § 042
After extraordinary items........... $ 021 $ 0.37 $ 1.12 $ 117 $ 0.99 $ 1.83 §$ (0.54)

The cumulative effect of the application of the above noted United States accounting principles on retained

earnings would be as follows:

16.

March 31, December 31,
1985 1984 1984 1983 1982 1981 1980
Retained earnings in accordance with
Canadian accounting principles . .. $92,957 $73,619 $85,158 $64,334 $45,220 $33,157 $ 5,410
Foreign currency exchange losses ... (2.949) (547)
Share issue expenses. .. ......ouven 2,457 1,764 2,457 1,764
Retained earnings in accordance with
United States accounting principles $92,465 $75,383 587,068 $66,098 $45,220 $33,157 % 5410
The cumulative effect on capital stock would be as follows:
March 31 December 31,
1985 1984 1983
Capital stock in accordance with Canadian accounting principles . .. $137,709  $137,371 $101,964
Share issue eXPENSLS: . 1w vani: s = 935 ol & 3n DR o EE SERPAEE R (2,457) (2,457) (1,764)
Capital stock in accordance with United States accounting
$135,252 $134 914 $100,200

PEADCIPIES. orin iasuts sver srataornsnss st sriis 5 v Sawsses s st wregms s

Unaudited Interim Financial Information

The financial information as at March 31, 1985 and for the three months ended March 31, 1985 and 1984 included
herein is unaudited; however, such information reflects all adjustments (consisting solely of normal recurring
adjustments) which are, in the opinion of management, necessary to a fair presentation of the results for the interim

periods.
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Supplemental Information (Unaudited)

(Tabular amounts in thousands of Canadian dollars except per share amounts)

Selected Quarterly Data

1985
First Quarter . .

1984
First Quarter. .
Second Quarter
Third Quarter .
Fourth Quarter

1983
First Quarter . .
Second Quarter
Third Quarter .
Fourth Quarter
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Earnings

Earnings from per

Revenues operations Earnings share
$ 39,982 $ 8,009 $ 7,799 $ 0.30
$ 41,570 $ 14,506 $ 9,285 $ 037
43,269 13,000 6,679 0.27
41,611 9,688 8,272 0.31
43,223 4,744 5,071 0.19
$169,673 $ 41,938 $ 29,307 $ 1.14
$ 35,352 $ 13,226 $ 6,298 $ 0.28
40,167 12,276 5;113 0.22
39,391 12,735 6,536 0.26
42,322 14,218 10,022 0.41
$157,232 $ 52,455 $ 27,969 $ 117




Lac Minerals Ltd.

Supplemental Information
(Unaudited)

(tabular dollar amounts in thousands of Canadian dollars)

Disclosures About Oil and Gas Producing Activities

The following unaudited information about the Company’s oil and gas producing activities has been prepared in
accordance with the Statement of Financial Accounting Standards No. 69, Disclosures About Oil and Gas Producing

Activities.

Oil and Gas Reserves

The following tables set forth the Company’s proved and proved developed oil and gas reserves as at December

31, 1984, 1983, 1982, 1981 and 1980.
(a) Oil and Natural Gas Liquids (thousands of barrels)

Proved Reserves, December 31, 1979

Revisions of previous estimates

Extensions and discoveries .............
Production............ ...

Proved Reserves, December 31, 1980

Revisions of previous estimates

Extensions and discoveries .............
Production................cccviunn..

Proved Reserves, December 31, 1981

Revisions of previous estimates

Extensions and discoveries .............
Production s sax s s s vange S o

Proved Reserves, December 31, 1982

Revisions of previous estimates

Extensions and discoveries .............
PrOAUCHON 5 i Saine st ot B (e 5

Proved Reserves, December 31, 1983

Revisions of previous estimates

Extensions and discoveries .............
Sale of reserves ........cviiiiinnn..
Production...........ccovviuvrinnnnnn.

Proved Reserves, December 31, 1984

Proved Developed Reserves

December 31, 1980 ...............
December31, 1981 . . ... e i e
December 31, 1982 .. .. vivs vus s
December 31, 1983 ...............
December 31, 1984 .......c.i00:un
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United
Canada States Total
............................. 577 56.8 114.5
......................... 6.3 6.0 12.3
......................... 14.7 14.1 28.8
......................... (6.3) (6.0) (12.3)
............................. 72.4 70.9 143.3
......................... 4.1) 17.4 113153
......................... 19.8 38.0 57.8
......................... (9.6) (20.0) (29.6)
............................. 78.5 106.3 184.8
......................... 17.2 6.8 24.0
......................... 1,467.4 70.9 1,538.3
......................... (16.8) (27.8) (44.6)
............................. 1,546.3 156.2 1,702.5
......................... (54.7) (0.8) (55.5)
......................... 413.9 413.9
......................... (33.4) (30.2) (63.6)
............................. 1.872.1 125.2 1,997.3
......................... (1..253.5) (36.6) (1,290.1)
......................... 26.4 44.5 70.9
......................... (29.3) (29.3)
......................... (37.2) (14.0) (51.2)
............................. 607.8 89.8 697.6
......................... 64.0 1.0 135.0
......................... 70.0 106.0 176.0
......................... 877.0 156.2 1,033.2
......................... 1,128.0 125.2 1,253.2
......................... 298.0 89.8 387.8



(b) Natural Gas (billions of cubic feet)

Proved Reserves, December 31
Revisions of previous estimates
Extensions and discoveries ...
Production’: ves s vws s simes #

Proved Reserves, December 31
Revisions of previous estimates
Extensions and discoveries .. .
ProdGetion’s six.. s & o vam o

Proved Reserves, December 31
Revisions of previous estimates
Extensions and discoveries . ..
ProdOction:: ... i s .05 3

Proved Reserves, December 31
Revisions of previous estimates
Extensions and discoveries . . .
Production.................

Proved Reserves, December 31
Revisions of previous estimates
Extensions and discoveries ...
Production.................

Proved Reserves, December 31

Proved Developed Reserves:
December 31, 1980 .....
December 31, 1981 .....
December 31, 1982 ... ..
December 31, 1983 .....
December 31, 1984 .....

o BTG i S0 R LT g

N 111 P

ULOBLEE I . oetine vesnseisinss chamia wress vivan

gy VIR v v v ggos o s wovmes oy sigess

R LIBBE s sioes wmven R WA 8 SN A

e OB Lon o 50 B B Bl miou it svis 9

United
Canada States Total

5.0 1.0 6.0
1 .1 2
1.8 1.3 3.1
(.1 (.1) (.2)
6.8 2.3 9.1
(.3 2 .1
9 1.1 2.0
(:2) (.2) (4
7.2 34 10.6

1.0 (1.0)
237 2 25.8
(.8) (.5) (1.3)
31.1 4.0 35.1
(1:7) 4 (1.3)
13.0 13.0
{.5) (.7 (1.2)
41.9 3.7 45.6
(25.3) (.1) (25.4)
3 2 S
(.6) (D (1.3)
16.3 3.1 19.4
4.0 2.3 6.3
4.6 34 8.0
16.1 4.0 20.1
23.7 A7 27.4
6.6 3.0 9.6

Total proved reserves means those reserves estimated as recoverable with reasonable certainty under current technology
and existing economic conditions, from that portion of a reservoir which can be reasonably evaluated as economically

productive on the basis of analysis of drilling, geological, geophysical and engineering data.

Proved developed oil and gas reserves are reserves that can be expected to be recovered through existing wells with
existing equipment and operating methods.
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Costs Incurred in Oil and Gas Property Acquisition
Exploration and Development Activities

1984

Property acquisition .. ........... .. .

Exploration .
Development

1983

Property: acquiSItion : s ey s sl e Summ e s s e ans 70

Exploration .
Development

1982

Property acquisition . ............ . i

Exploration .
Development

1981

PropertyaCqUISTHON . v dim: o cmoss o simusesms. @5 & S0 S S s

Exploration .
Development

1980

Property acquisition . ........uuu ittt

Exploration .
Development
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United
Canada States Total

1,049 $ 92 1,141
2,316 390 2,706
1,837 702 2,539
5,202 $ 1,184 6,386
678 678
189 $ 165 354
7,012 533 7,545
7,879 $ 698 8,577
1,569 $ 734 2,303
5,710 2,205 7,915
1,714 2,950 4,664
8,993 $ 5,889 14,882
2,034 $ 1,251 3,285
5,196 4,805 10,001
300 1,118 1,418
7,530 $ 7,174 14,704
4,518 4,518
2,546 $ 3,280 5,826
2,926 1,522 4,448
$ 9,990 $ 4,802 14,792




Results of Operations for Oil and Gas Producing Activities

United
Canada States Total
1984
Oiland gassales. ..........c.ooveiiieiiarnnreraeennnrenernnes $ 3,845 $ 2,970 $ 6,815
ProdUucCtion COSES . . v vttt ittt et e i e e i an e 2,638 894 3,532
Depletion, depreciation and amortization . ........................ 2,710 2,657 5,367
Dry holes and abandonments. ... ....ovvieriivrn i iiinio s 2,153 624 2,777
Lioss oM OPETAtIONS: v sisiie wssiie ieie sinssie st woommsin wrue = sisn shme 8w Aiges (3,656) (1,205) (4,861)
INCOME taXes TECOVEIEA . . v v vt v e et e e et e e 1,230 1,230
Results of operations from producing activities . ................... $ (2,426) $ (1,205 $ (3.631)
1983
Oiliaind BasiSalests  van s wums sum 5 v s o st wwnwy aoais Savey s5is s $ 3,204 $ 3,369 $ 6,573
Prodichoni CORER ... - v s pas 2mis ey v ol SIER0 ik 00 DN BaE Seg S 1,667 830 2,497
Depletion, depreciation and amortization . ........................ 929 1,768 2,697
Dry holes and abandonments. . .......... ..ot 880 2,669 3,549
Lioss from - Operationg . ; cor oo sass v o a9 »090 sieh s 4o ¥ 9 (272) (1,898) (2,170)
Income taxes recovered . ... ..ooiitiinr i it e 100 100
Results of operations from producing activities . ................... $ (172) $ (1,898) § (2,070)
1982
Oiland gassales. . ...t $ 2,656 $ 2,573 $ 5,229
Production COSES . . .. vttt e et e e e 1,531 715 2,246
Depletion, depreciation and amortization......................... 1,188 2,049 3,237
Dr¥ holes and abandonments: . cous wes siws g « vue s vaes siaie 5 o 2,096 2,802 4,898
Lo8s fromiOPerationS: . & s s simss sisss a swin wiots wriatate scomscaiscess s ae (2,159) (2,993) (5,152)
TNCOMEAXES TECOVETEE | i v i & imirs aesing Svsieiulen v SEs s w0 715 115
Results of operations from producing activities .................... $ (1,444) § (2,993) $ 4,437
1981
Oil-and gas Salesh. - coms o swws s0 5 g v s smce e T AT S G i $ 1,214 $ 552 $ 1,766
ProdUetion COSIE ;- sovie van & 005 o ol DEEH He § 497 ok § os R G 1,098 539 1,637
Depletion, depreciation and amortization......................... 561 82 643
Dry holes and abandonments. . .......... ... . ... .. .. 2,816 2,520 5,336
L08S frOM OperdtionSz: : »vs s s s we vy 50 Uael 200 ey FE o5 (3.261) (2,589) (5,850)
Income taxes tecovered : oo cuws soe s sos v s v cues v wE s s B e 1,139 1,139
Results of operations from producing activities . ................... $ (2,122) % (2,589) % 4,711)
1980
Oiliand SHSSAIES.: : sans s s v & oo SHET D38 DSH CEk X S U S $ 475 $ 397 $ 8712
PrOdUCHOI COBES: ... «oeoein soone 5 5205 Sciiond 0005 Seotiods 506 5 d0ait U0 ¥ Fonis i 5.0 970 190 1,160
Depletion, depreciation and amortization . ........................ 273 65 338
Dry holes and abandonments. . ............... ... . ... . ..., 2,341 744 3,085
08 Trom OPETations s v v v.avr woss vo sk S v S vy Ba & o (3,109) (602) 3711
Income taxes recovered . ... tiinn it s e iaaiia e 904 994
Results of operations from producing activities .................... $ (2,115 $  (602) $ (2,717
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Standardized Measure of Discounted Future Net Cash Flows and
Changes Therein Relating to Proved Oil and Gas Reserves

The following standardized measure of discounted future net cash flows relating to proved oil and gas reserves has
been computed using year-end prices and costs and year-end statutory tax rates. A mid-year discount factor of 10% has

been applied in determining the standardized measure of discounted future net cash flows.

(a) Future cash flows and future production and development costs have been based upon the estimates by independent

petroleum consultants.

United
Canada States Total
1984
Future cash flows . .. ... ... $ 73,285 $ 13,761 $ 87,046
Future production and development costs......................... 18,963 2,951 21,914
Fiture iNCOMetax: eXPense: « s s s sem s aes Ssae s vom & 2k s 6,090 86 6,176
48,232 10,724 58,956
10% annual discount for timing of cash flows..................... 28,795 3,089 31,884
Standardized measure of discounted future net cash flows ........... $ 19,437 $ 7,635 $ 27.072
1983
Future cash flows . .. ... ... . . . $191,201 $ 22,470 $213,671
Future production and development costs......................... 52,321 3,389 55,710
Future income taX eXpense. . ..........ouiieiein e, 46,813 3,877 50,690
92,067 15,204 107,271
10% annual discount for timing of cash flows..................... 51,650 5,382 57,032
Standardized measure of discounted future net cash flows ........... $ 40,417 $ 9,822 $ 50,239
1982
Poture cash FIOWE wun o o s s waian 255 8,005 955 Bited 305 5 5 iads i $191,518 $ 21,533 $213,051
Future production and development costs......................... 53,332 3,273 56,605
Future income taX eXpense. . . . .......uurirerrerrnernnennnnnnn. 43,367 3,946 47,313
94,819 14,314 109,133
10% annual discount for timing of cash flows..................... 48,358 4,437 52,795
Standardized measure of discounted future net cash flows ........... $ 46,461 $ 9,877 $ 56,338
1981
Future cash flowWS . . ..ottt e $ 19,636 $ 12,502 $ 32,138
Future production and development costs......................... 6,686 962 7,648
Bre: INCOME TaXICRPOIISE v auiris suwn) reatans s % Fam i Stcan s dResE 2,118 3,610 5,728
10,832 7,930 18,762
10% annual discount for timing of cash flows..................... 4,701 2,664 7,365
Standardized measure of discounted future net cash flows ........... $ 6,131 $ 5,266 $ 11,397
1980
Future cash flows . . ... . i e $ 11,420 $ 8,562 $ 19,982
Future production and development costs......................... 3,610 1,182 4,792
Futufe INCOme taX EXPEMSE. .« < o vt e S5iis S 9oV sum FE03 ns 2o 3258 3,255
7,810 4,125 11,935
10% annual discount for timing of cash flows..................... 3,468 1,444 4,912
Standardized measure of discounted future net cash flows ........... $ 4,342 $ 2,681 $ 7,023

F-31



(b) The following table sets out in aggregate the principal sources of change in the standardized measure of discounted

future net cash flows for the periods indicated:

Year ended December 31,

1984 1983 1982 1981 1980

Sales of oil and gas net of production costs . $ (3283 $ 40760 $ (2983 $ (1299 % 288
Net changes in prices and future production

and development costs ................ 479 (16,466) 9,747 3,387 716
Extensions and discoveries .............. 1,160 11,640 57,548 1,993 1,987
Sale of T€SEIVES . ... . it (741)
Revisions of previous estimates. .......... (42,293) (2,079) 255 (26) 250
Aceretion of diSCOaNt < sy vams cus pavew ¢ 795 5,634 1,140 702 416
Net change in income taxes.............. 20,716 (752) (20,766) (1,553) (796)
Increase (decrease) during the year........ (23,167) (6,099) 44 941 4,374 2,861
Balance at beginning of year ... .......... 50,239 56,338 11,397 7,023 4,162
Balance atend of year . . ................ $ 27,072 $ 50,239 $ 56,338 $ 11,397 $ 7,023

During 1982 reserves increased substantially based upon development drilling in the Westward Ho Field in Alberta

and Fields in Texas.

In 1984 poor reservoir performance in both Westward Ho and Scapa Fields in Alberta and Fields in Texas resulted

in a reduction of calculated marketable reserves.

The Reserve Values were further reduced due to a decrease in realized and projected gas prices.
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Report of Independent Chartered Accountants

To the Directors of
LitTLE LoNG LAc GoLD MINES LIMITED

We have examined the statement of financial position of Little Long Lac Gold Mines Limited as at December 31,
1984 and 1983 and the statements of earnings, retained earnings and changes in financial position for each of the years
in the five year period ended December 31, 1984. Qur 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.

In our opinion, these financial statements present fairly the financial position of the company as at December 31,
1984 and 1983 and the results of its operations and the changes in its financial position for each of the years in the five
year period ended December 31, 1984 in accordance with accounting principles generally accepted in Canada applied
on a consistent basis. Canadian generally accepted accounting principles differ in some respects from United States
generally accepted accounting principles, see note 10.

Toronto, Canada THORNE RIDDELL
January 31, 1985 Chartered Accountants

(June 21, 1985 as to note 9)
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Little Long Lac Gold Mines Limited

Statement of Financial Position
(In thousands of Canadian dollars)

March 31’ December 31,
1985 1984 1983
(Unaudited)
CURRENT ASSETS
Cash and shoTt-term INVEStMENtS . ... .cvuunvnerrnenemcneaenrennins $ 1,457 $1450 $ 374
ACHOUNLS TECBIVADIE s s v svovs wuvams vaverseimans womes siss ses s stmss asinie somie 2 11
Due from Lac Group cOmpanies . ........ccevuveiinnnierreenenanis 20
1,468 1,450 364
CURRENT LIABILITIES
Accounts payable and accrued liabilities ............... ... ... 28 24 35
WORKING CAPITAL ..ottt et et i 1,440 1,426 359
INVESTMENTS (TOE-3) ¢ cosi cuiivs wsrs & sois swais sio svanmim enais sy wsie ¥iasmin s 75,196 73,066 55,776
MINING INTERESTS (06 4). o vionn srvi s sans saciin wim wames soose & diite s 1 8 8
OTEER ASSEES .. one sees § 5505 S04 £55 G55 506 § UG48 508 § 5ely i & o & 1 8 8
SHAREHOLDERS! INVESTMENT L..oi sicn smnc snms wis snse o siie sommins sncs 4 $76,638 $74,508  $56,151
SHAREHOLDERS' INVESTMENT REPRESENTED BY
CAPITAL STOCK (note 6)
Authorized - 5,000,000 shares
Issued - 4,096,668 shares (1983 - 4,068,668 shares)........... $15,468 $15,468 $15,265
CONTRIBUTEBR SURPLLIS:: cuv: s swmiemns wiimase spam soesas sdoss susaze @t o 12 12 12
RETATNED BARNINGS . ¢ s s g mos v s & oo G e s 68,661 66,531 47,951
84,141 82,011 63,228

Deduct the Company’s pro rata interest in the cost to Lac Group
companies of their investments in shares of the Company ........... 7,503 7,503 7,077

$76,638 $74,508  $56,151

Approved by the Board

(Signed) P. A. ALLEN, Director

(Signed) D. G. SHEEHAN, Director

The accompanying notes are an integral part of these financial statements.
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Little Long Lac Gold Mines Limited

Statement of Earnings
(In thousands of Canadian dollars except per share amounts)

Three months ended

March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(Unaudited)
Revenues
Equity in earnings of Lac Group companies.. $ 2,530 $ 2,944 § 10344 $ 8,827 $ 7,604 $ 14,583 §$ 2,291
Investment and other income.............. 41 15 89 81 23 14 23
ROYAY INCOME.. < v inesmmmmesan a5 i 57 53 49 47 47
Gain (loss) on sale of investments and mining
ATTETBSLS 1 v e gt nmmysan s s nssssaraness 13 (1) 727 11
2,571 2,959 10,490 8,974 7,765 15.371 2,372
Expenses
BAMIMEITAOVE. c/ovem s aran 27 nmEs e 27 24 83 78 166 120 108
Interest ..........c.vieiiiiiiia. 107 347 70 204
Mineral explof@ton ..o oo sevavmamei i 14 21 22 10 38
Write-off of investments, mining interests and
OthBT ASSBER oo vmssmivrsas s STl R o 318 414 574
Depreciation . ... 6 6 6
441 24 97 780 541 206 356
Earnings before income taxes and extraordinary
BEIE: uszersmmonesnimisone s S5 Soaisiesmtivetivetsns riss 2,130 2,935 10,393 8,194 7,224 15,165 2,016
Income taxes. .......covvvvnnnnnninnnans 112
Earnings before extraordinary items .......... 2,130 2,935 10,393 8,194 7,224 15,053 2,016
Gain arising from issue of shares by Lac
Minerals Ltd. (note 2) . .................. 2,749 4,514
Equity in extraordinary items of Lake Shore
Mines, Limited. . ....................... 5,776 11,619 (4,235)
Reduction in income taxes as a result of the
application of losses carried forward ....... 112
EARNINGS (LOSS) FOR THE PERIOD. . .. .. $ 2,130 § 2,935 $§ 18,918 $ 24327 § 7,224 § 15,165 $ (2,219
EARNINGS (LOSS) PER SHARE (note 6(c))
Before extraordinary items................ $0.63 $0.87 $3.08 $2.55 $2.29 $4.78 $0.62
After extraordinary items. ................ $0.63 $0.87 $5.62 $7.56 $2.29 $4.82 $(0.69)
Statement of Retained Earnings
(In thousands of Canadian dollars)
RETAINED EARNINGS, BEGINNING OF
PERIOD o mreipn st smuimiismamnssans ey ams $ 66,531 $ 47,951 $ 47951 $ 23624 $ 16400 $ 1235 § 3,454
Earnings (loss) for the period ............... 2,130 2,935 18,918 24,327 7,224 15,165 (2,219)
68,661 50,886 66,869 47,951 23,624 16,400 1,235
DAVIIEIAS cvivaicsorsin-in amissrarmmsanin ate. sttt 410
Less the Company’s pro rata interest in its own
dividends paid to Lac Group companies . . ... (72)
RETAINED EARNINGS, END OF PERIOD .. §$ 68,661 $ 50,886 $ 66,531 $ 47951 $ 23624 §$ 16400 $ 1,235

The accompanying notes are an integral part of these financial statements.
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Little Long Lac Gold Mines Limited

Statement of Changes in Financial Position
(In thousands of Canadian dollars)

Three months ended

March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(Unaudited)
WORKING CAPITAL DERIVED FROM
Operations
Earnings before extraordinary items ... ... $ 2,130 § 2,935 $10,393 § 8,194 $ 7224 §$15053 $ 2,016
Items not affecting working capital
Equity in earnings of Lac Group
COMDANIGE oo 7 v svmearemiay (2,530) (2,944) (10,344) (8,827) (7,694)  (14,583) (2,291)
Depreciation . .........covveinii... 6 6 6
Loss (gain) on sale of investments and
mining interests. . ................. (13) 1 (727) (11
Write-off of investments, mining
interests and other assets ........... 414 574
OHHEL - o v sitismrs e s 27
14 9) 49 (72) (463) (251) (307)
Dividends from Lac Group companies . .. ... 1,261 849 618
Proceeds from sale of investments and
mining interests. .. ......... ... 115 4 1,120 40
Advances from Lac Group companies . ..... 263 1,000 682 304
Issue of capital stock .................... 18 203 5,486 3,694
Reduction in income taxes as a result of the
application of losses carried forward .. ... 112
Total derived from all sources ............. 14 9 1,513 6,641 4,853 1,663 37
WORKING CAPITAL APPLIED TO
Purchase of investments in Lac Group
COMPANIES « .« o oo vei i 1 5,688 3,760
Dividends payments to shareholders ... ..... 410
Advances to a Lac Group company. ........ 35 1,223
Purchase of other investments . ............ 6 373
Mining interests ................. ... .... 182 450 24
Total applications . ...................... 446 6,911 3,942 456 397
INCREASE (DECREASE) IN WORKING
CAPTEAL i ivesi 0 wm mosvswmsizrassesnaaess, W wa isv 3 14 §$ 9 § 1,067 $ (270) § 911 § 1,207 $ (360)
CHANGES IN WORKING CAPITAL
Increase (decrease) in current assets
Cash and short-term investments. . . ... ... $ 7 % 28 § 1,076 $ 24 S 222 8 128 §$ 6
Accounts receivable . ..., s veamioss 11 2 (11) 9 (6) 78
Due from Lac Group companies ......... 20) 20) (414) 29 168
Prepaid eXpenses: .o s asmzsmass (15) 15
18 10 1,056 (401) 260 275 99
Increase (decrease) in current liabilities
Bank indebtedness x o o v o arseiraic (1,662) 419
Accounts payable and accrued liabilities. . . 4 1 (11) (31 (134) 116 37
Due to Lac Group companies ........... (100) (517) 614 3
4 1 (11) (131) (651) (932) 459
INCREASE (DECREASE) IN WORKING
GAPITAL: - oot unas S s sammes 14 9 1,067 (270) 911 1,207 (360)
WORKING CAPITAL (DEFICIENCY),
BEGINNING: OF PERIOD .; .vccoivvmvnmnnn 1,426 359 359 629 (282) (1,489) (1,129)
WORKING CAPITAL (DEFICIENCY),
END OF PERIOD . - o v o iy dmme § 1,440 3% 368 $ 1426 $% 359 % 629 § (282) $ (1,489

The accompanying notes are an integral part of these financial statements.
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Little Long Lac Gold Mines Limited

Notes to Financial Statements

(Tabular amounts in thousands of Canadian dollars)
(Information as at March 31, 1985 and for the three months ended March 31, 1985 and 1984 is unaudited)

Little Long Lac Gold Mines Limited (the Company) is a member of a group of companies collectively known as
the Lac Group. Other companies in this group are Lake Shore Mines, Limited (Lake Shore), Wright-Hargreaves Mines,
Limited and Lac Minerals Ltd. (Lac Minerals).

i. Significant Accounting Policies

The Company is incorporated under the Business Corporations Act, 1982 (Ontario). The financial statements

are presented in accordance with accounting principles generally accepted in Canada and comply with United
States disclosure requirements in all material respects.

(a)

(b)

Investments

The Company accounts on an equity basis for its investments in Lake Shore, 46% directly owned (1983 and
1982 - 46%: 1981 and 1980 - 45%), and Lac Minerals, 10% directly owned (1983 and prior - 11%) over
which it has significant influence. Because Lake Shore consolidates Lac Minerals, the Company has an
additional 18% indirect interest in Lac Minerals.

Lac Minerals was formed effective December 31, 1982, as a result of a reorganization of Long Lac Minerals
Ltd. (No Personal Liability), Willroy Mines Limited, Les Terrains Auriferes Malartic (Québec) Limitée
(Libre de responsabilité personnelle), Les Mines Est-Malartic Ltée. (Libre de responsabilité personnelle),
Long Lac Mineral Exploration Limited and certain other companies in the Lac Group.

Long Lac Minerals Ltd. (No Personal Liability) was formed effective November 1, 1981 as a result of a
reorganization of Silverstack Mines Ltd. (No Personal Liability), Les Mines d’Or Thompson-Bousquet Ltée.
(Libre de responsabilité personnelle), Copper Giant Mining Corporation Limited (Non-Personal Liability) and
the acquisition of certain assets of Long Lac Mineral Exploration Limited. By transactions effective May 31,
1982 and November 19, 1982 Lac Minerals acquired all operating assets of the aforementioned companies.

Lake Shore owns 12% (1983 - 11%; 1982, 1981 and 1980 - 6%) and Lac Minerals owns 22% (1983 and
1982 - 22%; 1981 — 18%; 1980 - 14 %) of the shares of the Company. These reciprocal shareholdings result
in the Company having an interest in its own shares. Therefore, the investments in Lac Group companies and
shareholders’ investment are reduced by the Company’s 18% (1983 and 1982 - 18%; 1981 - 14%; 1980 -
12%) pro rata interest in the cost of such shares.

Investments in other Lac Group companies where the Company does not have significant influence are
recorded at cost.

All other investments are recorded at cost.

Mining properties
Exploration costs incurred to the date of establishing that a property has reserves which have the potential of
being economically recoverable are charged against earnings; further costs are capitalized.

Extraordinary Items

During 1984 Lac Minerals issued 1,096,195 shares (1983 - 2,462,296 shares) for net proceeds of $34,279,000
(1983 - $60,991,000). The Company did not purchase any of these shares and accordingly its percentage
ownership of Lac Minerals was diluted; however, the Company’s equity interest in Lac Minerals’ increased
shareholders’ investment, after including the proceeds from the share issues, resulted in an extraordinary gain.
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3. Investments

Investments in Lac Group companies accounted for on an equity basis
Lake Shore (quoted market value March 31, 1985 $110,699,000;
December 31, 1984 - $77,110,000; December 31, 1983 -
$107,486,000)
SRIATES: oo o iress onsel alone e siioies ismmie wsess o wnsis sxmin s wsws sismss Soids Gt

Equity in undistributed earnings
Balance, beginning of period. . oo v ovn ciis ean viwn cin v
Equity in earnings for the period ......................
DIVIABRAS ... cvoe corais wisie = ainie susinis oo sioias siais s ssare sisa s v
Gain arising on issue of shares by Lac Minerals Ltd. (Note 2)

Balatice’, iend:of Period . sozan: v s 55 2000 4080 5 250 900 050

Lac Minerals (quoted market value March 31, 1985 -
$97,877,000; December 31, 1984 - $79,288,000;
December 31, 1983 - $98,635,000)
SHATES o cutiy bon wroan s smies D5 5 S0 SRTRE SNen TSN SR Tam

Equity in undistributed earnings
Balance,; beginning of period. . ».u : cos cwws v s i pins
Bquity in earnings forthe period. . . .o vems v vm e s
DIVIJENAS 5 5o S 25 5 052 res 50 il b bbid S0 L
Gain arising on issue of shares by Lac Minerals Ltd. (Note 2)

Bilanice, /end 6f Penod: : s conn v v v vens i vems s se

The Company’s pro rata interest in its own dividends paid to Lac
Group COMPANIES . . ...ttt ettt e e et e e

Less the Company’s interest in the cost to Lac Group companies of
their investments in shares of the Company . ...................

Investments in Lac Group companies accounted for on a cost basis . .
Advances to a Lac Group company ..............ccoiieuiiniian.
Other INVEStMENtS. . . . ... ..ottt e

March 31, December 31,
1985 1984 1983
$ 6,316 $ 6,316 $ 6,316
47,435 34,723 16,790
1:731 7,287 6,314
(351)
5,776 11,619
49,166 47,435 34,723
55,482 53,751 41,039
9,546 9,546 9,546
15,995 11,099 4,921
799 3,057 2:313
(910) (849)
2,749 4,514
16,794 15,995 11,099
26,340 25,541 20,645
81,822 79,292 61,684
72 72
81,804 79,364 61,684
7,503 7,503 7,077
74,391 71,861 54,607
743 1,034 1,033
35 35
2 136 136
$75,196 $73,066 $55,776

Because of the large number of Lac Group company shares owned by the Company, the amounts that would be
realized if these investments were sold may be more or less than their quoted market values,

Reference is made to the consolidated financial statements for Lake Shore and Lac Minerals included herein.

Mining Interests
Options to lease mining properties

(a) The Company has granted a ninety-nine year lease on its property at Geraldton, Ontario. If the property
comes into production, additional future royalty payments will be received as set out in the agreement.

(b) On September 1, 1978 the Company granted to another company a ten-year option on its property in Preissac
Township, Québec for $10,000. In addition, the property may be placed into commercial production by the
optionee prior to expiry of the option by payment of $15,000 and the granting of a royalty to the Company.
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5. Lines of Credit

The Company has arranged lines of credit amounting to $3,000,000. No commitment fees are payable. These lines
of credit are unused.

6. Capital Stock and Earnings Per Share
(a) Changes in the Company’s capital stock are as follows:

Three months
] Year ended December 31,
March 31, 1985 1984 1983 1982 1981 1980

Shares Amount Shares Amount Shares Amount Shares Amount Shares Amount Shares Amount

Balance at beginning
of period:.iivs i 4,096,668 $15,468 4,068,668 $15,265 3,873,168 $ 9,779 3,660,168 $ 6,085 3,660,168 $ 6,085 3,660,168 $ 6,085
Issued to Lac Minerals
foricash anns o 200,000 3,600
Issued for a mining
interest, <o i 175,000 5,337
Exercise of stock
OpHOnS: ;s 28,000 203 20,500 149 13,000 94

Balance at end of
period . .. onieiee 4,096,668 $15,468 4,006,668 $15,468 4,068,668 $15,265 3,873,168 $ 9,779 3,660,168 $ 6,085 3,660,168 $ 6,085

(b) Under the Company’s Stock Option Plan 100,000 unissued shares were reserved for issuance to employees.
As at March 31, 1985 and December 31, 1984 options for 33,000 shares (1983-61,000 shares) were out-
standing, and 1,000 shares were available for future grants. During the year ended December 31, 1983
options with respect to 4,500 shares were cancelled.

(c) Earnings per share are based on the weighted average number of shares outstanding during the period
excluding the Company’s pro rata interest in its own shares held by Lac Group companies (March 31, 1985
- 3,379,751; March 31, 1984 - 3,356,678; December 31, 1984 - 3,368,515 shares; December 31, 1983 -
3,216,994 shares; December 31, 1982 - 3,155,280 shares; December 31, 1981 - 3,148,575 shares;
December 31, 1980 - 3,233,924 shares).

(d) During the year ended December 31, 1983 the Company issued 175,000 shares to acquire an interest in the
net proceeds from the Lac Minerals Hemlo Project. This interest was subsequently sold to Lac Minerals for
205,288 of its shares.

7. Income Taxes
A provision for the recovery of income taxes has not been recorded for periods during which earnings before
income taxes, reduced by permanent differences (the most significant one being equity in earnings of Lac Group
companies) has resulted in a loss for income tax purposes.

At December 31, 1984 the Company has the following
Losses carried forward on a tax filing basis available until

FO8E. o iutute vios »niate apajareiesass sainie olade T3h § S5 EATRH SEIE SUSE SUaA SRSTR SRS S Wine wela @ atal aiseie - $ 234
TORT - 2 ioaite rasete 2ats wisise vhmie mpaiain ssane siesare sisse misssle oColt SiS03 AIN0E faie MSRV Ha00 RTINS bba s ST auEEora & 448
TOO0: -1 crsiies smims 4 varsl siarais, 7ixe whminge mfars siimimim wince siosous sasra aisioss AR5 TATH A SEVEinue HERIE Hon sitan & 144

826

Excess of deferred exploration expenditures over their related net book value ................... 541
$ 1,367

8. Segmented Data
Investing in mining and exploration companies is the principal business of the Company and accordingly informa-
tion segmented by industry is not applicable.
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9.

10.

Subsequent Event

Subsequent to December 31, 1984, the Company has announced that it is considering an amalgamation with Lac
Minerals, Lake Shore, and Wright-Hargreaves Mines, Limited (“The Amalgamating Corporations™) to form LAC
Minerals Ltd. (“LAC”). Pursuant to the terms of the amalgamation agreement all the issued and outstanding shares
of each of the Amalgamating Corporations which are held by any of the other Amalgamating Corporations will
be cancelled without any repayment of capital in respect thereof and the remaining shareholders of each of the
Amalgamating Corporations will receive common shares of LAC on the following basis:

Number of LAC
For each share of common shares
Tac MINATAIE . . ... ;. 6 555 ciess sl sieiami svs SIHH-GErg avers Uit Fiwieis sists sielers soeieiaiedass 1
Little Long Lac Gold Mines, Limited ................coooiiiiiieninn, 2.371
LK SHOTE o5 ssunis s e wispare sistons wiks squsaie ssnie suessan ssps seiidd S0 ¥ a5 el BGRNS wien 2.871
Wright-Hargreaves Mines, Limited. ............ ..o 0.498

This amalgamation will be accounted for as a pooling of interests.

Generally Accepted Accounting Principles in Canada and the United States

Lac Minerals and Lake Shore follow Canadian accounting principles which are different in some respects from
those applicable in the United States and from practices prescribed by the United States Securities and Exchange
Commission (SEC). The effect on the financial statements of such differences is outlined below:

(a) The Company’s earnings would be reduced by $504,000 (30.15 per share) for the three months ended March
31, 1985 and $115,000 ($0.03 per share) for the year ended December 31, 1984 representing the Company’s
equity in such differences for Lake Shore, and the Company’s earnings would be reduced by $240,000 ($0.07
per share) for the three months ended March 31, 1985 and $55,000 ($0.02 per share) for the year ended
December 31, 1984 representing the Company’s equity in such differences for Lac Minerals.

(b) Under Canadian accounting principles the gain arising from the issue of shares by Lac Minerals recorded both
by the Company and Lake Shore have been accounted for as extraordinary items. Under United States
accounting principles such amounts would be disclosed in earnings before extraordinary items as other
income.

If the Company’s financial statements had been presented on the basis of United States accounting principles,
earnings (loss) and earnings (loss) per share would have been

Three months

ended
March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
Earnings (loss) as reported ............ $2.130 $2,935 $18,918 $24,327 $7,224 $15,165 $(2,219)
Equity in the effect of differences
between Canada and United States
accounting principles
Lake SROTe: <o carave wisies wtoms ersiiaie o2e (504) (115)
Liae MINetals. .. s s samews arome 5o (240) (55)
Earnings (loss) in accordance with
generally accepted accounting
principles in the United States........ $1,386 $2,935 $18,748 $24,327 $7,224 §15,165 $(2,219)
Earnings (loss) per share in accordance
with generally accepted accounting
principles in the United States
Before extraordinary items........ $0.41  $0.87 $5.57 $7.56 $2.29 $4.78 $0.62
After extraordinary items......... $0.41  $0.87 $5.57 $7.56 $2.29 $4.82  $(0.69)
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11.

The cumulative effect of the application of the above noted United States accounting principles on retained
earnings would be as follows:

March 31 December 31
1985 1984 1984 1983 1982 1981 1980

Retained earnings based on
Canadian accounting principles $68,661 $50,886 $66,531 $47,951 $23,624 $16,400 $ 1,235
Equity in the effect of differences
between Canada and United
States accounting principles
Lakel Shore - ten v o (619) (115)
Lac Minerals. ............ (295) ( 55)

Retained earnings based on United
States accounting principles. . . $67,747 $50,886 $66,361 $47,951 $23,624 $16,400 $ 1,235

Unaudited Interim Financial Information

The financial information as at March 31, 1985 and for the three months ended March 31, 1985 and 1984 included
herein is unaudited; however, such information reflects all adjustments (consisting solely of normal recurring
adjustments) which are, in the opinion of management, necessary to a fair presentation of the results for the interim
periods.

SUPPLEMENTAL FINANCIAL INFORMATION (Unaudited)

(Tabular amounts in thousands of Canadian dollars except per share amounts)

Selected Quarterly Data

Earnings Earnings per share
before Before After
extraordinary extraordinary extraordinary
Revenues items Earnings items items
1985
FHSGIQUARTET: «aoes v smemsis sin & $ 2,571 $ 2,130 $ 2,130 $ 0.63 $ 0.63
1984
First Quarter................. $ 2,959 $ 2,935 $ 2,935 $ 0.87 $ 0.87
Second Quarter. . ............. 2,269 2,238 10,763 0.67 3.21
Third Quarter . .. e ivonm wi & 3,049 3,011 3,011 0.89 0.89
Fourth: QAT - v s & o 2,213 2,209 2,209 0.65 0.65
$10,490 $10,393 $18,918 $ 3.08 § 5.62
1983
Birst QUArter:: o asvs s s o $ 2,238 $ 2,197 $ 2,197 $ 0.67 $ 0.67
Second QUAarter. s o v v s - 1,614 1,558 16,114 0.46 4.86
Third Quarter .. .............. 2,375 2,307 2,307 0.69 0.69
Fourth Quarter ............... 2,747 2,132 3,709 0.73 1.34
$ 8,974 $ 8,194 $24,327 $ 2.55 § 7.56
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Report of Independent Chartered Accountants

To the Directors of
LAKE SHORE MINES, LIMITED

We have examined the consolidated statement of financial position of Lake Shore Mines, Limited as at December
31, 1984 and 1983 and the consolidated statements of earnings, retained earnings and changes in financial position for
each of the years in the five year period ended December 31, 1984. 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.

In our opinion, these consolidated financial statements present fairly the financial position of the company as at
December 31, 1984 and 1983 and the results of its operations and the changes in its financial position for each of the
years in the five year period ended December 31, 1984 in accordance with accounting principles generally accepted in
Canada applied on a consistent basis. Canadian generally accepted accounting principles differ in some respects from
United States generally accepted accounting principles, see note 16.

Toronto, Canada THORNE RIDDELL
January 31, 1985 Chartered Accountants
(May 14, 1985 as to note 14(b))

(June 21, 1985 as to note 15)
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Lake Shore Mines, Limited

Consolidated Statement of Financial Position

(In thousands of Canadian dollars)

CURRENT ASSETS

Cash and short-term investments ...............uuirerrrnrnnnnn.
Bullion inventory ... ........ooiiiiiiititt i
Other INVENTOTIES . . .\ttt ettt et et et e ettt
ACCOUNMSITECEIVADIE o i ol vthviare e & simts sun el siora wiis -sitalins Shere aeitebe &
De/drom Lac Group COMPRNIES - .. i vasie s ciureis s Slesets s wiwste &
SUPPHES. ootk ST B L ltteis Sras cvoss @ siive et SEVR S <t 5
OUREE e wviire ctims vistore diorvnhome sriiie wie o viaie: viata B s¥uii SHR0E1 IADRE e o whmivi &

CURRENT LIABILITIES

Accounts payable and accrued liabilities ...................... ...
Income and mining taxes payable . . . ....... ... ... .. . ...
Dueto’Lac Group COMPANIES . oruivivraivn wisiss i satens soare site a1 stacs shoss wis
Long-term debt maturing withinone year ........................
Deferred revenue on gold purchase warrants (note 2)...............

WORKING CAPTTAL: & e s 50 5n i o0 Rifin 10 S i 5 0
INVESTMENTSI(NOtE 3) .0 .05 50 ofed ol #ains 20008 Guaiesh Mads Soirans SEe 20
MINING INTERESTS (note 4). ...........voriiiiiiiennnn,
OIL AND GAS INTERESTS (note 4) ...........covvirinnennnnnnn.

DEFERRED FINANCING COSTS (net of accumulated amortization

$2,861,000; December 31, 1984 - $2,115,000) ............covvn..

OTHER ASSETS (net of accumulated amortization $1,352,000;

December 31, 1984 - $1,163,000; December 31, 1983 $429,000)....
CAPITAL EMPLOYED . . .. ittt e e

Deduct

LONG-TERM DEBT (nole 6).. ... o ied sioiss dfe Siinh 555 505 i 008 s
DEBERRED TAXES!. . ... . vcicivieis sisforn st susiond Sins sutpis diass Sheters fiane 5id
MINORITY INTEREBST ......courireniineerananeerasionsiness

SHAREHOLDERS! INVESTMENT :.ciix cos arisnis svain svensin soame svoiota szave sis

SHAREHOLDERS’ INVESTMENT REPRESENTED BY
CAPITAL STOCK
Authorized - 6,000,000 shares

Issued = 5104 49D ENATES - s sren s aeve e dral e adeirs
CONTRIBUTED SURPLNIS st s eroron oo i Sy i it anavs <
RETAINEDBARNINGS ioc ¢ s v sisvss s simtsis 5265 osiisingsss shafe #5555 £

Deduct the Company’s pro rata interest in the cost to Lac Group

companies of their investments in shares of the Company ...........

COMMITMENTS AND CONTINGENCIES (note 14)
Approved by the board

(Signed) P. A. ALLEN, Director

March 31, December 31,
1985 1984 1983
(Unaudited)
$132,742 $141,451 $ 62,523
8,178 10,180 9,175
118 106 757
5,858 7,485 5,280
1 28 30
6,246 5,962 4,699
7,142 3,991 648
160,285 169,203 83,112
30,019 28,310 12,057
803 1,929 10
33 28 330
1,460 1,420 835
12,782 12,782
45,097 44,469 13:232
115,188 124,734 69,880
24,487 26,212 25,529
194,215 166,540 96,201
35,116 35,370 37,599
12,068 12,814
1,155 1,276 1,780
382,229 366,946 230,989
72,202 70,246 5,185
58,798 53,383 43,279
123,733 119,307 86,442
254,733 242,936 134,906
$127,496 $124,010 $ 96,083
$ 5,105 $ 5,105 $ 5,105
9,668 9,668 9,668
117,298 113,812 85,840
132,071 128,585 100,613
4,575 4,575 4,530
$127,496 $124,010 $ 96,083

(Signed) D. G. SHEEHAN, Director

The accompanying notes are an integral part of these financial statements.
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Lake Shore Mines, Limited

Consolidated Statement of Earnings

(In thousands of Canadian dollars, except per share amounts)

Revenues

BOllion: .« comn e s saatersi e seswimrsias
OMLand B8 . o moss oeimsssnnin s e S 0 SR
OREL - cuois s vmase ssiesmazateitinete & asstirtekers

Expenses

Operating
D s s o urasacarat o asmimsamtesnanss
Oiliand §a8: oo or SvvoRs R G SEEeaTEn

Corporate administrative . . ................. ...
Depreciation, depletion and amortization .. .......
Mineral explofation ... .. cossswsis e i
Oil and gas dry holes and abandonments . ........
Research and development....................-

Earnings from operations. . . ..............oiauuin

Other income (expense)
Interest INCOMB a. .06, & e R TE I ovas
Write down of INVESHMENTS. . .cvvvovvvn s sisrmens
Gain (loss) on sale of investments, mining and oil
and Zas INTETESES, ML o i manwiisarsmraraaise s e
Gain on foreignexchange .....................
Miscellaneous other income. . . ............. ...
Interest expense
Eongeriiidebt. oo oo cvamsoiisias we s
OHET:. ..o cenmmbiin, 56 SRR R 8 B

Earnings before income and mining taxes ..........

Income and mining taxes (note 8) .................

Earnings before otheritems. .....................
Equity in earnings (loss) of Lac Group companies . ..

Earnings before minority interest and

extraordinary ifems. oo s waane e
Minority interest in Lac Minerals Ltd. .............

Earnings before extraordinary items ...............
Bxtraordinary items (mote 9) . .. coovvvinsivaeine s

EARNINGS (LOSS) FOR THE PERIOD. ..........

EARNINGS PER SHARE (note 10)
Before extraordinary items.....................

After extraordinary items. .....................

Three months ended
March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(Unaudited)
$ 36,087 $ 37,772 $153,090 $142,199 $112,920 $131,262 $ 9,557
1,669 2,207 6.870 6,645 5,363 1,766
2,226 1,602 9,768 8,460 8,266 3,681
39,982 41,581 169,728 157,304 126,549 136,709 9,557
20,016 18,479 73,781 65,819 48,166 38,855
685 833 3,552 2,520 2,263 1,638 309
1,651 1,170 6,976 4,557 5,001 2,993
22,352 20,482 84,309 72,896 55,430 43,486 309
1,462 1,395 6,089 5,367 4,314 3,298 3,606
4,769 3,802 20,915 14,771 12,006 8,108 1,129
3,126 1,179 10,574 7,824 5,002 2,840
187 261 2,812 3,822 4,913 5,337
72 42 735 856 335
31,968 27,161 125,434 105,536 82,000 63,069 5,044
8,014 14,420 44,294 51,768 44,549 73,640 4,513
3,643 1712 14,123 4,250 323 3,464
(1,424)
5 127 179 (379) (1,558) 8,223 1,161
4,601 663 2,892
250 492 620 473 1,122 187 141
(184) (138) (4,142) (852) (231) (312)
(459) (150) (2,268) (450) (827) (1,782)
6,432 2,706 11,404 3,042 (1,171) 10,092 990
14,446 17,126 55,698 54,810 43,378 83,732 5,503
6,419 7,690 23,960 26,660 21,735 47,456 3,285
8,027 9,436 31,738 28,150 21,643 36,276 2,218
(301) 18 99 (267) 29 2,121 5,248
7,726 9,454 31,837 27,883 21,672 38,397 7,466
4,240 4,942 15,882 14,327 10,506 14,551 1,002
3,486 4,512 15,955 13,556 11,166 23,846 6,464
12,619 25,379 600 339 (9,433)
$ 3486 $ 4,512 $ 28574 $ 38935 $ 11,766 $ 24,185 $ (2,969)
$ 082 % 106 $ 376 $ 320 $ 258 § 547 § 144
$§ 082 % 106 $ 674 $ 919 $ 272 % 554 % (0.66

The accompanying notes are an integral part of these financial statements.
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Lake Shore Mines, Limited

Consolidated Statement of Retained Earnings
(In thousands of Canadian dollars)

Three months ended

March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(Unaudited)
RETAINED EARNINGS, BEGINNING OF
PERIOD ......ccoiiiiiiiininiienninnnncnnnnns $113,812 $ 85,840 §$ 85,840 $ 46,905 $ 35,139 $ 10,954 $ 13,923
Earnings (loss) for the period .................... 3,486 4,512 28,574 38,935 11,766 24,185 (2,969)
117,298 90,352 114,414 85,840 46,905 35,139 10,954
| 4373 L) o S RS 732
Less the Company’s pro rata interest in its own
dividends paid to Lac Group companies.......... 130
602
RETAINED EARNINGS, END OF PERIOD ....... $117,298 $ 90,352 $113,812 §$ 85,840 $ 46,905 $ 35,139 §$ 10,954

The accompanying notes are an integral part of these financial statements.
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Lake Shore Mines, Limited

Consolidated Statement of Changes in Financial Position
(In thousands of Canadian dollars)

WORKING CAPITAL DERIVED FROM
Operations

Earnings before extraordinary items . ..........

Items not affecting working capital
Equity in loss (earnings) of Lac Group

COMPANIES - o serinst ¥ e e s e aa i &
Depreciation, depletion and amortization . . . . .
Amortization of deferred financing costs ... ..

Deferred income and mining taxes
MINOTItY IDUENEEL: o wvisis o oovevininis s b g a's
Write down of mining interests . ............
Dry holes and abandonments

written-off. . ........ ... ... ...l
(Gain) loss on investments, net . ............

(Gain) loss on sale of mining and oil and gas

OIS s vmaans s 63 sn R R e

Total from operations ... ..................
Dividends from Lac Group companies . ............

Proceeds from sale of investments

Proceeds from sale of mining and oil and gas
Interests . . ...t

Issue of capital stock by Lac Minerals Ltd. . ........

Termbank loan................................
Repayment of advances from a Lac Group company . .

Reduction in income taxes as a result of the
application of losses carried forward
Working capital of a predecessor company of

LEac Mineralsilaad:: i suraminns o gammmsnneis

Issue of 8% debentures
Capital leases

Total derived from all sources ....................

WORKING CAPITAL APPLIED TO
Working capital deficiency of predecessor
companies of Lac Minerals Ltd. net of
intercompany advances eliminated
Mining interests

Ol and gas IMEIESIS s v cus o vnsaasss @ svaias

Purchase of shares in Lac Group companies. .. .. ..
Advances to Little Long Lac Gold Mines Limited. .
Dividends
Common shares
Minority shareholders of Lac Minerals Ltd.. .. ..
Deferred financing costs
Purchase of other investments . .................
Other assets. . . ..vvvnineeeiieeiae ..
Repayment of long-term debt
Payment of mining tax reassessments for

PEIOE VEAES: ¢ro cnpreionssn s o | e e e e

Total applicatiOns |« 7:e: F o iinsion st irmisntarininen wmbs

INCREASE (DECREASE) IN WORKING
CAPITAL o it st o2 weons

Three months ended

March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(Unaudited)

$ 3,486 $ 4512 $ 15955 $ 13,556

$ 11,166 § 23,846 $ 6,464

301 (18) (99) 267 29  (2,121) (5.248)
4,769 3,802 20,915 14,771 12,006 8,108 1,129
17 ;255
5,415 7,688 17,415 20,627 11,935 5,289 721
4,240 4,942 15,882 14,327 10,506 14,551 1,002
1,772
187 261 2,812 3,810 4,913 4,835
1,424 234 1,239 (8,223) 1,161
(5) (127 (179) 145 319
(151) 3 (455) 243 7 (670) (565)
21,455 21,063 73,501 67,980 52,062 45,615 4,664
37
1,036 438 50 18,388 1,099
36 383 1,398 916 1,215 486 355
338 34 34,279 60,991 9,127 20
2,500 2,500 5,564
1,000 3,500
130 600 339
7,341
66,070
510 1,326 2,300
21,829 21,480 177,165 132,781 78,695 67,348 11,682
10,284
30,112 9,405 85,069 37,675 38,335 17,424 3,184
871 2,309 6,341 8,576 14,895 15,091 1,279
945 1,179 8,773 8,099 4,260 935
1,000
767
5,396 4,710 4,563 5,302
14,929
68 177 3,339 3,687
235 2,209 243
324 208 1,519 3,545 896 21,667
6,876
31,375 12,867 122,311 65,488 68,208 67,083 19,369
$ (9,546) $ 8,613 $ 54854 $ 67,293 $ 10487 $ 265 $ (7,687)

The accompanying notes are an integral part of these financial statements.
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Lake Shore Mines, Limited

Consolidated Statement of Changes in Financial Position (continued)
(In thousands of Canadian dollars)

Three months ended

March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(Unaudited)
CHANGES IN WORKING CAPITAL
Increase (decrease) in current assets
Cash and short-term investments. ............. $ (8,709) $ 10,434 § 78,928 § 53,313 $(18,721) § 13,044 § 13,550
Bullion inventory ..........ccoeevveeraannas (2,002) (893) 1,005 2,891 1,401 729 4,911
Other INVentories iz v saasmiaia s s 12 (651)
Accounts receivable .. ...... ... .. i (1,627) (1,838) 2,205 929 425 1,380 2,525
Due from Lac Group companies . ............. 27 ) 2) (339) 917) 981 (336)
Qe U oo mebah R o o S00e 88 n 980 oA q sk 284 696 1,263 72 (164) 1,616 1,131
OHNBE . 2o T s cnase aderavatayns s oyss 3,151 3,343 1,438 (346) 1,263

(8,918) 8,397 86,091 56,866  (16,538) 17,404 23,044

Increase (decrease) in current liabilities

Bank:indebtedess i in o aelehinieniidy i vated (1,990) (647) (5,206) 5,450
Accounts payable and accrued liabilities. ... . ... 1,709 (904) 16,253 (374) 5,259 (1,527) 8,322
Income and mining taxes payable . ............ (1,126) 654 1,919 (8,393) (28,411) 25,128 12,006
Due to Lac Group companies . ............... 5 21 (302) 8 (3,739) 2,077 1,620
Long-term debt maturing within one year ...... 40 13 585 322 513 (3,333) 3,333
Deferred revenue on gold purchase warrants . . .. 12,782
628 (216) 31,237 (10,427) (27,025) 17,139 30,731
INCREASE (DECREASE) IN WORKING
CAPITAL (it ovi s 2% Sain e sl s oty isosi tenaindasm ot (9,546) 8,613 54,854 67,293 10,487 265 (7,687)
WORKING CAPITAL (DEFICIENCY),
BEGINNINGOFPERIOD ............c.ccvvnnn 124,734 69,880 69,880 2,587 (7.,900) (8,165) (478)
WORKING CAPITAL (DEFICIENCY),
ENDOFPERIOD .......0vviiiiiiiiiennnn $115,188 $ 78,493 §124,734 $ 69,880 $ 2,587 § (7,900) $ (8,165)

The accompanying notes are an integral part of these financial statements.
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Lake Shore Mines, Limited

Notes to Consolidated Financial Statements
(Tabular amounts in thousands of Canadian dollars)
(Information as at March 31, 1985 and 1984 and for the three months ended March 31, 1985 and 1984 is unaudited)

Lake Shore Mines, Limited (the Company) is a member of a group of companies collectively known as the Lac
Group. Other companies in this group are Little Long Lac Gold Mines Limited (Little Long Lac), Wright-Hargreaves
Mines, Limited (Wright), and Lac Minerals Ltd. (Lac Minerals).

Significant Accounting Policies

The Company is incorporated under the Business Corporations Act, 1982 (Ontario). The consolidated financial
statements are presented in accordance with accounting principles generally accepted in Canada and comply with
United States disclosure requirements in all material respects. The Company, through its subsidiary Lac Minerals,
has organized its operations into two principal classes of business, namely, mining (chiefly gold), and oil and gas.

(a)

(b)

(c)

(@)

(e)

(®

Basis of presentation

The consolidated financial statements include the accounts of the Company and its subsidiary companies. The
Company has a 22% (1983 - 23%) direct interest in Lac Minerals and an additional 29% (1983 - 30%)
indirect interest in Lac Minerals through its 58% interest in an investment holding company which has no
operations, 529068 Ontario Limited. All intercompany balances and transactions have been eliminated in
consolidation.

Lac Minerals was formed effective December 31, 1982 as a result of a reorganization of Long Lac Minerals
Ltd. (No Personal Liability), Willroy Mines Limited, Les Terrains Auriféres Malartic (Québec) Limitée
(Libre de responsabilité personnelle), Les Mines Est-Malartic Ltée. (Libre de responsabilité personnelle),
Long Lac Mineral Exploration Limited and certain other companies in the Lac Group.

Long Lac Minerals Ltd. (No Personal Liability) was formed effective November 1, 1981 as a result of a
reorganization of Silverstack Mines Ltd. (No Personal Liability), Les Mines d’Or Thompson-Bousquet Ltée.
(Libre de responsabilité personnelle), Copper Giant Mining Corporation Limited (Non-Personal Liability) and
the acquisition of certain assets of Long Lac Mineral Exploration Limited. By transactions effective May 31,
1982 and November 19, 1982 Lac Minerals acquired all operating assets of the aforementioned companies.

Revenue

Bullion revenue is recognized when the bullion is delivered and accounted for net of royalties where the
amount of the royalty is based on the quantity of production.

Bullion and other inventories

Inventories are valued at the lower of cost (determined on the first-in, first-out basis) and estimated net
realizable value.

Supplies
Supplies are valued at the lower of average cost of acquisition and replacement cost.

Investments

The Company accounts on an equity basis for its 38% direct and indirect investment in each of Little Long
Lac (1983 - 38%; 1982 - 34%; 1981 - 28%; 1980 - 20%) and Wright over which it has significant influence.

Little Long Lac owns 46% (1983 and 1982 - 46%; 1981 and 1980 - 45%) and Lac Minerals owns 4% of
the shares of the Company. These reciprocal shareholdings result in the Company having an interest in its own
shares. Therefore, the investment in Lac Group companies and shareholders’ investment are reduced by the
Company’s 17% (1983 - 17%; 1982 and 1981 - 15%; 1980 - 12%) pro rata interest in the cost of such shares.
In addition, equity in the earnings of Lac Group companies excludes Little Long Lac’s share of earnings of
the Company.

Mining interests

Plant and equipment, including equipment under capital leases, are stated at cost. Expenditures for additions,
major improvements and replacements are capitalized; repairs and maintenance are charged to earnings as
incurred. Depreciation is provided on a straight-line basis over the estimated useful lives of the assets.
Mining properties are stated at cost. Depletion is provided on the unit-of-production method based on proven
reserves.
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Exploration costs incurred to the date of establishing that a property has reserves which have the potential of
being economically recoverable are charged against earnings; further costs are capitalized and then amortized
on the unit-of-production method based on proven reserves.

Deferred mine development includes deferred waste removal costs related to the Doyon joint venture open pit
operations to the extent that the waste-to-ore ratio exceeded the estimated average ratio for the life of the pit.
Other expenditures incurred to bring a project into production and major development expenditures for
producing mines are capitalized. All deferred mine development costs are amortized by the unit-of-production
method based on proven reserves.

Upon sale or abandonment, the cost of mining interests and the related accumulated depreciation, depletion
and amortization are removed from the accounts, Any gains or losses thereon are taken into earnings.

(g) Oil and gas interests
Expenditures for petroleum and natural gas plants are capitalized.

All costs of acquiring leases and rights, exploring for and developing oil and gas reserves thereon are
capitalized by area of interest. If it is subsequently determined that the wells drilled are dry, the property is
subsequently abandoned, or an impairment in value is apparent, the related capitalized costs are charged to
earnings.

Depletion of costs accumulated for producing properties is provided on a property-by-property basis using the
unit-of-production method based on proven reserves.

(h) Capitalization of interest
A portion of the interest costs, including the amortization of deferred financing costs and related foreign
currency translation adjustments, associated with the 8% debentures that are incurred during the devel-
opment, construction and start-up phases of the Hemlo project are capitalized as construction in progress
Hemlo. Once commercial production commences, interest and associated costs will be charged to earnings.

(i) Deferred financing costs
Deferred financing costs which include debenture discount and issue expenses, are amortized on a straight-
line basis over the period to maturity of the debentures.

(7)) Income and mining taxes
Income and mining taxes are recorded on the tax allocation basis whereby the amount expensed during the
period is based on earnings that are recorded in the accounts. Deferred taxes arise as a result of recognizing
costs in different periods for accounting and tax purposes.

(k) Foreign currency translation

The Company considers its foreign operations to be integrated. Foreign currency transactions and account
balances have been translated using the temporal method. Under this method, current assets and liabilities,
excluding inventory, are translated at the exchange rate in effect at the balance sheet date. All other items,
with the exception of long-term debt, and depreciation and depletion are translated using the rate of exchange
prevailing when they are acquired. Long-term debt is translated using the current exchange rate. Depreciation
and depletion are translated at the same rates as the related assets. Exchange gains and losses from translation
except those capitalized as construction in progress Hemlo are included in earnings in the current year.

Deferred Revenue on Gold Purchase Warrants

During the year ended December 31, 1984, Lac Minerals issued 200,000 gold purchase warrants. Each warrant
entitles the holder to purchase 0.5 ounces of gold from Lac Minerals at a purchase price which is equivalent to U.S.
$460 per ounce. Such warrants expire on April 15, 1989.

The value ascribed to the warrants is based upon their fair market value at the date of issue. It has been accounted
for as deferred revenue and will be taken into earnings on a pro rata basis as the warrants are exercised, or when
they expire on April 15, 1989.

Pursuant to the terms of the warrant indenture Lac Minerals has covenanted that if the gold production from its
mines during the twelve month calendar period ending each month falls below 1.5 times the amount of gold
necessary to honour the number of warrants then outstanding, the Company shall deposit an amount of gold such
that the gold production for the previous twelve months together with the gold on deposit will equal 1.5 times the
amount of gold necessary to honour the warrants outstanding. During the three months ended March 31, 1985 and
the year ended December 31, 1984, Lac Minerals was in compliance with this gold production ratio.
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Investments

Investments in Lac Group companies accounted for on an equity basis
(quoted market value March 31, 1985 - $86,134,000; December 31,

1984 - $69,388,000; December 31, 1983 - $98,703,000)

Shares

Equity in undistributed earnings

Balance, beginning of period
Equity in earnings (loss) for the period

Dividends
Balance, end of period

The Company’s pro rata interest in its own dividends paid to

Lac Group companies

Less the Company’s pro rata interest in the cost to Little Long Lac
and Wright of their investments in shares of the
ChT T e S e e S e n e o s S e v o o SR S S R T o

Investments in Lac Group companies accounted for on a cost basis . ..

Other investments, accounted for on a cost basis less provision

for losses

(Quoted market value March 31, 1985 - $287,000;
December 31, 1984 - $244,000;

December 31, 1983 - $1,129,000)

Other

March 31, December 31,
1985 1984 1983
$27,589 $27,589 $25,812

1,069 1,341 1,608
(301) 99 (267)
(371)
768 1,069 1,341
28,357 28,658 27,153
130 130
28,487 28,788 27,153
4,575 4,575 4,530
23,912 24,213 22,623
1,415 1,413
446 446 1,289
129 138 204
575 584 1,493
$24.,487 $26,212 $25,529

Because of the large number of Lac Group company shares owned by the Company, the amounts that would be
realized if these investments were sold may be more or less than their quoted market value.

Mining and Oil and Gas Interests

March 31, 1985 December 31,
1984 1983
Accumulated Accumulated Accumulated
depreciation, depreciation, depreciation,
depletion and depletion and depletion and
Cost  amortization Net Cost  amortization  Net Cost  amortization  Net
MINING INTERESTS
Plant and equipment . $ 56,851 $ 28,294 § 28,557 §$ 56,615 § 27,317 $ 29,298 $ 50,921 $ 22,725 $28,196
Equipment under
capital leases. . ... 3,337 1,577 1,760 3,337 1,410 1,927 3,633 855 2,778
Mining properties... 15,639 10,012 5,627 15,405 9,076 6,329 15,383 7,985 7,398
Deferred mine
development . . ... 44,639 24,530 20,109 45,942 23,152 22,790 45,135 13,832 31,303
120,466 64,413 56,053 121,299 60,955 60,344 115,072 45,397 69,675
Major development
and construction in
progress Hemlo. .. 102,401 102,401 75,464 75,464 14,018 14,018
Macassa No. 3
shafts. .itoes 24,439 24,439 21,983 21,983 12,508 12,508
La Mine Doyon
underground ... 8,148 8,148 6,122 6,122
Lake Shore
underground ... 3,174 3,174 2,627 2,627
138,162 138,162 106,196 106,196 26,526 26,526
$258,628 § 64,413 $194,215 $227,495 § 60,955 $166,540 $141,598 $ 45397  $96,201
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March 31, 1985 December 31,

1984 1983
Accumulated Accumulated Accumulated
depreciation, depreciation, depreciation,
depletion and depletion and depletion and
Cost  amortization Net Cost  amortization Net Cost  amortization  Net
OIL AND GAS
INTERESTS
Gas gathering
systems and

processing plants. . $ 4,351 § 1,331 § 3,020$ 4232 §$ 75 $ 3476S 3,83 $ 266 $ 3,567
Petroleum and
natural gas leases
and rights including
development thereon
Producing .. ... 34,053 10,680 23,373 33,081 10,318 22,763 31,965 6,509 25,456
Non-Producing . 8,723 8,723 9,131 9,131 8,576 8,576

$47,127  $ 12,011  $ 35116 § 46,444 $ 11,074 $ 35370 $ 44,374 $§ 6,775 $37,599

Lines of Credit

The Company has arranged lines of credit amounting to $34,500,000 or the equivalent in U.S. dollars and an
additional line of U.S. $2,000,000. No commitment fees are payable. These lines of credit are unused.

Long-Term Debt
Long-term debt consists of

March 31, December 31,
1985 1984 1983
8% Debentures due April 15, 1989 (U.S. $50,000,000)............. $68,350 $66,070
Advance from WEL RS A S s i e o s iaiai i sissnyelsimse stipmssi= 3,500 3,500 $ 3,500
Obligations under capital leases. ..............cooiiiii ., 1,812 2,096 2,520
73,662 71,666 6,020
Less amount maturing withinone year...................oionoan 1,460 1,420 835

$72,202 $70,246 $ 5,185

The advance from Wright, which is unsecured and bears interest at the prime rate of a Canadian chartered bank,
is repayable on January 1, 1989. Lac Minerals has the option to repay any amount prior to the maturity date
without penalty.
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Obligations under capital leases

The Company has leased heavy mining equipment and mobile camp equipment which leases are accounted for as
capital leases. Such capital leases contain options to purchase which are exercisable in 1985 and 1986. The
obligations under such capital leases, which mature in 1987, represent the total present value of future minimum
lease payments discounted at the interest rate implicit in each lease as at the inception of the lease. These rates
range from 11% to 19%. The following is a schedule by year of future minimum lease payments together with the
balance of the obligations under capital leases.

March 31, December 31,

1985 1984 1983
151 o S0 JO R W 511 ol R S N L S e $1,110
HOBEIEL A e oo oo con b et E e b ok e o il AP S35 95T SEER 89T $1,270 $1,618 1,345
DOBE.. co cuavstis wrwvosi svavess. wiss . s SEGINlS SEemassasins $Eoha ¥ LA WORSE RS WSS TS e 639 639 530
Total minimum lease payments . ........... ... 1,909 2,257 2,985
Less amount representing interest . .......... ..., 97 161 465

1,812 2,096 2,520
Less amount maturing withinone year. ............................ 1,460 1,420 835
Obligations included with long-termdebt........................... $ 352 $ 676 $1,685

Interest Expense

Interest and related expenses on long-term debt for the three months ended March 31, 1985 amounted to $184,000
(1984 - $138,000) and $4,142,000 for the year ended December 31, 1984 (1983 - $852,000; 1982 - $231,000;
1981 - nil; 1980 - $312,000). During the three months ended March 31, 1985 $1,312,000 was capitalized (1984
- nil) and for the year ended December 31, 1984 $1,565,000 (1983, 1982, 1981 and 1980 - nil) was capitalized.

Acquisitions

Effective December 1, 1980 the Company acquired an additional interest in Willroy Mines Limited, a predecessor
corporation of Lac Minerals (note 1(a)), to bring its percentage ownership over 50%. As a result of this acquisition
a second predecessor corporation of Lac Minerals, Long Lac Mineral Exploration Limited, also became a
subsidiary company. This transaction has been accounted for by the purchase method with the accounts included
in these financial statements from December 1, 1980.

The purchase consideration has been assigned as follows:

CUITENE BSSEES .+ . v v ot et ettt ettt e e et e et e st ans e tmeeeaeeneennaenns $37.513
INVESIMENLS:. ..cvv ccuie o omiris misioiy simis simiaca stazaielsiase sioia sisimss sisfe s olate sinte s st oibivate 32,339
MINING INIBTRSIS! - wiviss fives shorvieboss. syl shebane atlete | erersis v ae) s el avat Slosars | LoFe | e esel b 24,627
Oil: and: Fas INMEPESES:: s vmisrvivic 50 s iasie 2uabis S5 iossle F7eE) cythal slSEade siasl vargnee et 18,551
113,030
Less
Current Labiliies: .. sonv o G sate s oo sreiisunts S s S5 RS $47,797
L onp-teTMUdebE: o : 2 niin 5 o il sLess 54 S1o50 5 sime esenstle sipieseseunsn ioie oud 13,603
Defermed taXES ..ot o et et 6,000 67,400
Net assets ACqUINEH - .o st wiaivs svivimian woreis Tt s\els S S6ls © He SEE SR T4 45,630
Less
NINOTILY IIIETEEES oo & 55 4555 1105 suntbie sl ST Smspiniminss sinseia mioss = wssce simte o 26,478
Equity in earnings at December 1, 1980 ............................ 18,357 44,835
Purchase ‘consideration; being eash . . - v v 5 sus <wons wsm vomy s 5 ous sws s s $ 795

Prior to December 1, 1980 these investments were accounted for by the equity method.
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8.

Income and Mining Taxes
The provisions for income and mining taxes are
Three months ended

March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
Current taxes
Federal and provincial income . . $ 379 $ 15 $ 3,045 $ 9,530 $ 5,660 $28,167 $ 1,673
Provincial mining ............ 625 1,363 3,500 3,100 4,140 14,000 891
1,004 1,378 6,545 12,630 9,800 42,167 2,564
Deferred taxes
Federal and provincial income . . 4,840 5,378 14,465 11,030 9,675 4,679 496
Provincial mining ............ 575 934 2,950 3,000 2,260 610 225
5,415 6,312 17,415 14,030 11,935 5,289 721
AL - orariiote oos s Stssmossserans s wituiae $6,419 $7,690 $23,960 $26,660 $21,735 $47,456 $ 3,285

Deferred taxes result from timing differences arising from transactions which enter into the determination of
earnings and taxable income in different reporting periods. The sources of material timing differences, and the tax
effect of each were as follows

Year ended December 31,

1984 1983 1982 1981 1980
Depreciation, depletion and amortization . $ 2,850 $ 1,306 $ 3,707 $(1,889) $ 33
Deferred development expenditures . . ... 4,401 5,651 4,052 3,656 (88)
Exploration expenditures .............. 10:255 6,900 2,960 3,264 809
(07117 SR 91 173 1,216 258 (33)
TORAL - o v v s s s o ik © $17,415 $14,030 $11,935 $ 5,289 $ 721

The reconciliation of the combined Canadian federal and provincial statutory tax rates and the Company’s
consolidated effective income and mining tax rates is as follows
Year ended December 31,

1984 1983 1982 1981 1980

Percentage of pretax earnings
Combined Canadian federal and provincial

StALOLY INCOME TAXTAIE o0 tcizts siase avsvase 505 aasainsins 48.4 46.1 47.3 49.2 47.5
Deduct resource and depletion allowances ............. 22.4 173 22.4 14.8 11.0
Adjusted IDCOMETBXITAE w.ci. cain wivtecn vivis wisisi simie siate » siois 26.0 28.8 24.9 34.4 36.5
Add MIinINE tAX TAR ocxivi-soms snse wiasers svsve wusatie stasa siae o oteus 14.1 15.8 23.5 24.1 6.9
Applicable statutory income and mining tax rate........ 40.1 44.6 48.4 58.5 43.4
Adjust for permanent differences

Disallowed @XDeNSES v siisiorins s wetis wese s e 2.1 1.9 4.0 (.3)

(Non-taxable) Imputed income for mining

tAX PUCPOBES : o S sien saves ot ©.3hei He Haho5e el (4.0) (3.0) (9.0) (5.7) i7.9

Losses of subsidiaries not tax effected ............ 4.3 1.9 4.1 1.5 3

(OIS By oz B R I 8 B s A O8RSt o 5 3.2 2.6 2.4 (1.6)
Effective income and mining tax rate.. . ............... 43.0 48.6 50.1 56.7 399

The sources and the tax effect of material timing differences, resource and depletion allowances, and permanent
differences for the three months ended March 31, 1985 and March 31, 1984 are not significantly different from
those for the year ended December 31, 1984.

F-53



Extraordinary Items
Year ended December 31,

1984 1983 1982 1981 1980

Gain arising from the issue of shares by
Lac Minerals™®. . .......0 ittt $12,169 $25,379
Reduction in income taxes as a result of the
application of losses carried forward .......... $600 $339
Writedown of investment in New Cinch Uranium
Ltd., net of deferred taxes of $604,000 and
minority interest of $10,386,000.............. $(10,390)
Other, net of minority interest of $391,000....... 957

$12,169 $25,379 $600 $339 $ (9,433)

*During the year ended December 31, 1984 Lac Minerals issued 1,096,195 (1983 - 2,462,296) shares for net
proceeds of $34,279,000 (1983 - $60,991,000). The Company did not purchase any of these shares and accord-
ingly its percentage ownership of Lac Minerals was diluted; however, the Company’s equity interest in Lac
Minerals increased shareholders’ investment after including the proceeds from the share issues, resulted in an
extraordinary gain.

10. Earnings Per Share

11.

Earnings per share are based on 4,236,734 shares outstanding during the three months ended March 31, 1985 and
1984 and during the year ended December 31, 1984 (1983 - 4,236,734 shares; 1982 - 4,338,824 shares; 1981 -
4,362,795 shares; 1980 - 4,488,947 shares), excluding the Company’s pro rata interest in its own shares held by
Lac Group companies.

Joint Venture Agreement

Lac Minerals is in a joint venture with SOQUEM (Société Québecoise d’Exploration Miniére) to operate La Mine
Doyon (Doyon) which commenced commercial operations in March 1980. The parties participate equally in the
operations, which are carried out under the supervision of Lac Minerals.

The consolidated financial statements include Lac Minerals’ 50% proportionate interest in Doyon as follows

March 31, December 31,

1985 1984 1983
ASSBLS: ¢ i wxivive spines wars Brens SRl ST SRS HaSE A SO DRI AN $ 38,059 $38,247 $37,541
LAaDIITHES © coon voran vomn wmE fam muten Waers o oA & 200 SaTLE Th% 5 3,054 3,601 4,855
Equity and advances. . ... $ 35,005 $34,646 $32,686

Three months ended
March 31, Year ended December 31,

1985 1984 1984 1983 1982 1981 1980
Revenues................... $10,833 $11,685 $48,852 $44,250 $42.632 $40,200 $12,205
Expenses................... 7,294 6,045 26,996 22,855 16,323 9,661 3,707

Earnings before income

and mining taxes........... $ 3,539 § 5,640 $21,856 $21,395 $26,309 $30,539 $ 8,498




12. Segmented Data

Revenues

Operating and administrative expenses . .
Depreciation, depletion and amortization
Exploration

Earnings (loss) from operations
BT Y A e e i e 0 e o8 S
LU o AR e e W v o

Identifiable assets

Corporate assets

Capital expenditures

Revenues

Operating and administrative expenses . .
Depreciation, depletion and amortization
Exploration

Earnings (loss) from operations
Canadn . - i sevisres
KIS A e e s s T, Gk s

Identifiable assets

Corporate assets

Capital expenditures . ................

1984 1983
i Oil oil
Mining and gas Other Total Mining and gas  Other Total
$153,090 § 3,845 $ 9,768 $166,703 $142,199 $ 3,204 § 8,460 $153,863
3,025 3,025 3,441 3,441
153,090 6,870 9,768 169,728 142,199 6,645 8,460 157,304
80,448 3,709 6,976 91,133 72,042 2,520 4,557 79,119
14,407 5,507 1,001 20,915 11,033 2,833 905 14,771
10,574 2,812 13,386 7.824 3,822 11,646
105,429 12,028 7,977 125,434 90,899 9175 5,462 105,536
52,079  (3,656) 1,791 50,214 52,430 (272) 2,998 55,156
(4,418)  (1,502) (5,920)  (1,130) (2,258) (3,388)
$ 47,661 $(5,158) § 1,791 $ 44,294 §$ 51,300 $(2,530) § 2,998 $ 51,768
$340,295 $29,712 § 7,410 $377,417 S$171,953 $29,794 § 6,883 $208,630
966 6,820 7,786 160 9,902 10,062
$341,261 $36,532 §$ 7,410 385203 $172,113 $39,696 $ 6,883 218,692
26,212 25,529
$411,415 $244,221
$ 85007 $6341 $§ 62 $91410 $37452 $ 8576 $ 223 $ 46,251
1982 1981
0il 0il
Mining and gas Other Total Mining and gas Other Total
$112,920 $ 2,656 $ 8,266 $123,842 $131,262 $ 1,214 §$ 3,681 $136,157
2,707 2,707 552 552
112,920 5,363 8,266 126,549 131,262 1,766 3,681 136,709
52,815 2,263 5,001 60,079 42,155 1,636 2,993 46,784
7,856 3,412 738 12,006 7,052 643 413 8,108
5,002 4,913 9,915 2,840 5,337 8,177
65,673 10,588 5,739 82,000 52,047 7,616 3,406 63,069
48,007 (2,159) 2,527 48,375 79,343 (3,261) 2175 76,357
(760)  (3,066) (3,826) (128) (2,589) 2,717)
$ 47,247 $(5,225) $ 2,527 $ 44,549 $ 79,215 S$(5850) $ 275 § 73,640
$ 93,068 $23,348 $ 2,627 $119,043 $ 76,209 $18,456 §$ 3,232 § 97,897
80 14,293 14,373 13,767 13,767
$ 93,148 $37.641 $ 2,627 133,416 $ 76,209 §32,223 § 3,232 111,664
18,431 17,941
$151,847 $129,605
$ 37,945 $14,895 $ 390 §$ 53,230 $ 17,134 $15,091 $ 290 § 32,515

F-55



1980*

0il
Mining and gas  Other Total

Revenues

CANAAEL &2 o cccsosienn imzone) sk zmsegmnsiretione $ 65574 § 472 §$ 3,223 §$ 69,269
W8 Al crmvanvarsyars anstisbavammseasnom 400 400
65,574 872 3,223 69,669

Operating and administrative expenses . . 30,713 1,160 1,915 33,788
Depreciation, depletion and amortization 5353 338 456 6,147
Exploration ..............0vvnennnnn 1,288 3,089 4,377

37,354 4,587 2,371 44,312

Earnings (loss) from operations

(€711 LAV IRRPN - PSRy, 28,220 (3,110) 852 25,962
{00 . S —— (605) (605)

$ 28220 $(3,715) $ 852 § 25,357

Identifiable assets

T T T e $ 49,016 $12,765 $ 2,627 $ 64,408
DR R N R 7,781 7,781

$ 49,016 $20,546 $ 2,627 72,189

Corporate assets .................... 23,390
$ 95,579

Capital expenditures ................. $ 9,310 $15236 $ 186 $ 24,732

*For the year ended December 31, 1980 the segmented data has been prepared on a basis as if the acquisition referred to in note 6
occurred on January 1, 1980.

13. Related Party Transactions

(a)

(b)

(c)

@

(e)

®

From time to time advances are made between the Company and certain Lac Group companies. Interest on
such advances is calculated at bank prime rate. Interest expense for amounts borrowed is $98,000 for the three
months ended March 31, 1985 (1984 - $97,000) and $424,000 for the year ended December 31, 1984 (1983
- $414,000; 1982 - $379,000; 1981 and 1980 - nil). Included in interest income for the year ended December
31, 1983 is $107,000 (1982 - $323,000; 1981 and 1980 - nil); for amounts lent.

During each of the three months ended March 31, 1985 and 1984 Lac Minerals paid $22,500 and during the
year ended December 31, 1984 Lac Minerals paid $303,000 (1983 - $1,032,000) for salaries and expenses
and consulting services, pursuant to oil and gas joint venture agreements, to companies in which a director
and a former director of Lac Minerals are officers. In 1982 $306,000 (1981 - $210,000; 1980 - $127,000)
was paid for salaries and expenses, pursuant to an oil and gas joint venture agreement, to a company in which
a director of Lac Minerals was an officer.

In 1982, Lac Minerals obtained from Wright the right to retreat tailings deposited in the bed of Kirkland Lake
as a result of operations formerly carried on by Wright. Wright will receive an advance minimum royalty of
2% of net smelter return payable until Lac Minerals has recouped its costs of placing the operation into
commercial production and thereafter a royalty equal to the greater of 2% of the net smelter return or 20%
of net profits.

In 1983, Wright granted to Lac Minerals the right to explore and mine the crown pillar of the old Wright gold
mine at Kirkland Lake and to treat ore from the pillar, subject to a royalty interest payable to Wright of 50%
of the net profits from the operations after the recovery by Wright and Lac Minerals of their costs. In addition,
Wright has granted to Lac Minerals the right to mine the crown pillar of the old Wasamac Mine at Arntfield,
Québec subject to a royalty interest payable to Wright of 25% of the net profits from the operations after the
recovery by Wright and Lac Minerals of their costs.

In 1983, Lac Minerals issued 51,322 of its shares to an employee to acquire a 0.25% interest in the net
proceeds from the Hemlo Project and another 205,288 of its shares to Little Long Lac to acquire another 1%
interest in the same property. Both interests had been granted to employees under the Lac Minerals Geolo-
gists’ Royalty Plan, one royalty interest having been transferred by the recipient to Little Long Lac for shares
in that company. A further 30,000 shares in Little Long Lac were acquired from companies related to a
Director of Lac Minerals in exchange for 35,365 shares of the Company.

Subsequent to December 31, 1984 Lac Minerals issued 10,000 shares to an employee in recognition of
outstanding geological work performed by him.
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14.

15.

16.

Commitments and Contingencies

(@) In October of 1981 International Corona Resources Limited (Corona) commenced an action against, among
others, a predecessor of the Company in which it now claims general damages of $3 billion for breach of a
confidential relationship which precluded the acquisition of certain patented mining claims in the Hemlo area
of Ontario, a declaration that Lac Minerals interests in the subject mining claims are held in trust for Corona
and an order directing their transfer to Corona, an injunction to prevent Lac Minerals from dealing with the
claims and an accounting for profits from the claims. Based on evidence provided by Lac Minerals and subject
to any evidence revealed by further examinations for discovery that must be conducted, counsel for Lac
Minerals is of the opinion that Corona should not succeed in its claim.

(b) From time to time Lac Minerals sells gold for future delivery at set dates and prices. These transactions are
not reflected in the accounts until the deliveries are made. At December 31, 1984 the Company agreed to sell
207,960 ounces of gold at prices averaging U.S. $366 per ounce. At May 14, 1985 the amount sold is 325,000
ounces of gold at prices averaging U.S. $348.50 per ounce.

(c) Lac Minerals has committed to sell U.S. currency at set dates and prices. These transactions are not reflected
in the accounts until the maturity dates of the contracts. At December 31, 1984 the Company had agreed to
sell a total of U.S. $45 million at various dates between January 31, 1985 and December 31, 1988 at exchange
rates averaging 1.28.

Subsequent Event

Subsequent to December 31, 1984, the Company has announced that it is considering an amalgamation with Lac
Minerals, Little Long Lac, and Wright (the “Amalgamating Corporations™) to form LAC Minerals Ltd. (“LAC”).
Pursuant to the terms of the amalgamation agreement all the issued and outstanding shares of each of the
Amalgamating Corporations which are held by any of the other Amalgamating Corporations will be cancelled
without any repayment of capital in respect thereof and the remaining shareholders of each of the Amalgamating
Corporations will receive common shares of LAC on the following basis:

For each share of Number of LAC common shares
LA M INeral S s oo ey e oo B el pe i b L vparte) aluce) soleruke. sscodiabiunnse, azgel vie 1
Little LOnZ LaC: i v sxiriaimnsss e wraioe sies wvens st sitass wiae Sisisle sise ot 2:377
L'ake:Shore Mines; TAMmed ; .o covvans sen s van sos saias s sia’s s i 2.871
WEIGNE (oo civms osini scare sivsmin sirus ssmsnse mumye wiatass BR0R SRHD S S1318 S0 6 Ak olod o 0.498

This amalgamation will be accounted for as a pooling of interests.

Generally Accepted Accounting Principles in Canada and the United States

The Company follows Canadian accounting principles which are different in some respects from those applicable
in the United States and from practices prescribed by the United States Securities and Exchange Commission
(SEC). The effect on the consolidated financial statements of such differences is outlined below:

(a) Foreign currency exchange losses from translation of long-term debt have been capitalized as construction in
progress Hemlo. United States accounting principles require that such amounts be charged to earnings.
Earnings for the year ended December 31, 1984 would be reduced by $251,000 (80.05 per share) and
$1,096,000 ($0.26 per share) for the three months ended March 31, 1985.

(b) Debenture discount net of accumulated amortization amounting to $10,971,000 as at December 31, 1984
(810,332,000 as at March 31, 1985) has been accounted for as deferred financing costs. Under United States
accounting principles such amounts would be reported in the consolidated statement of financial position as
a direct deduction from long-term debt.

(¢) Under Canadian accounting principles the gain arising from the issue of shares by Lac Minerals recorded by
the Company has been accounted for as an extraordinary item. Under United States accounting principles
such amounts would be disclosed in earnings before extraordinary items as other income.
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If the Company’s consolidated financial statements had been reported on the basis of United States accounting
principles earnings (loss) and earnings (loss) per share would have been

Three months ended
March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
Earnings (loss), as reported.... $ 3,486 $ 4,512 § 28,574 $38,935 $11,766 $24,185 $(2,969)
Foreign currency exchange losses
net of minority interest. . . ... (1,096) (251)

Earnings (loss) in accordance with
generally accepted accounting
principles in the United States $ 2,390 $ 4,512 § 28,323 $38,935 $11,766 $24,185 $(2,969)

Earnings (loss) per share in
accordance with generally
accepted accounting principles
in the United States

Before extraordinary items. $ 0.56 $ 1.06 $ 669 $ 9.19 $§ 258 § 547 $ 1.44
After extraordinary items.. $ 0.56 $ 1.06 $ 669 $ 9.19 $ 272 § 554 $ (0.66)

The cumulative effect of the application of the above noted United States accounting principles on retained
earnings would be as follows:

March 31, December 31,
1985 1984 1984 1983 1982 1981 1980

Retained earnings based on

Canadian accounting

principles. ................ $117,298 $90,352 $113,812 $85,840 $46,905 $35,139 $10,954
Foreign currency exchange losses

net of minority interest. .. ... (1,347) (251)
Retained earnings based on

United States accounting

PHRCIPIES .. woveis i srvsess ssaress $115,951 $90,352 $113,561 $85,840 $46,905 $35,139 $10,954

17. Unaudited Interim Financial Information
The financial information as at March 31, 1985 and for the three months ended March 31, 1985 and 1984 included
herein is unaudited; however, such information reflects all adjustments (consisting solely of normal recurring
adjustments) which are, in the opinion of management necessary to a fair presentation of the results for the interim
periods.
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Supplemental Information (Unaudited)

(Tabular amounts in thousands of Canadian dollars except per share amounts)

Selected Quarterly Data
Earnings per share

Earnings
Earnings before Before After
from extraordinary extraordinary extraordinary

Revenues  operations items Earnings items items

1985
First:quarter: . ...« von » v s o $ 39982 $ 8,014 $ 3,486 $ 3,486 $0.82 $0.82

1984
First quarter ................. $ 41,581 $ 14,420 $ 4,512 $ 4,512 $1.06 $1.06
Second quarter ............... 43,280 13,098 3:372 15,991 0.80 3.78
"Third quarter. . . «sxe v s w0 41,629 10,690 4,730 4,730 1.12 .12
Pourth quartet. «oe. s s oo v 43,238 6,086 3,341 3,341 0.78 0.78
$169,728 § 44,294 $15,955 $28,574 $3.76 $6.74

1983
FitSt QUATIer .. & <oe & s s0io $ 35377 % 13,153 $ 3,325 $ 3,325 $0.77 $0.77
Second quarter ............... 40,197 11,960 2,261 24,186 0.51 5.51
Third quarter. . ............... 39,392 12,632 3,675 3,675 0.84 0.84
Fonrth: qUArter:: .. s siovs s 42,338 14,023 4,295 7,749 1.08 2.07
$157,304 $ 51,768 $13,556 $38,935 $3.20 $9.19

Disclosures about oil and gas producing activities for Lac Minerals

Reference is made to the disclosures about oil and gas producing activities of Lac Minerals included elsewhere
herein, which comprise substantially all of the oil and gas producing activities of the Company.
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Report of Independent Chartered Accountants

To the Directors of
WRIGHT-HARGREAVES MINES, LIMITED

We have examined the statement of financial position of Wright-Hargreaves Mines, Limited as at December 31,
1984 and 1983 and the statements of earnings, retained earnings (deficit) and changes in financial position for each of
the years in the five year period ended December 31, 1984. 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.

In our opinion, these financial statements present fairly the financial position of the company as at December 31,
1984 and 1983 and the results of its operations and the changes in its financial position for each of the years in the five
year period ended December 31, 1984 in accordance with accounting principles generally accepted in Canada applied
on a consistent basis. Canadian generally accepted accounting principles differ in some respects from United States
generally accepted accounting principles, see note 9.

Toronto, Canada THORNE RIDDELL
January 31, 1985 Chartered Accountants
(June 21, 1985 as to note 8)
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Wright-Hargreaves Mines, Limited

Statement of Financial Position
(In thousands of Canadian dollars)

CURRENT ASSETS

Cash and short-term investments ...........................
ACCOMNLS TECEIVADIC : st s i) ol aiis oS 7 el E20E o olet wrile s

CURRENT LIABILITIES

Accounts payable and accrued liabilities .....................
Due to;Lac!Group/CoOMPANIS. . sy saies s sins wot v som s s
Income taxesipayabler s iniins tone i o v a5 5o s s

WORKING CAPTTAL . . ¢ viis 6555 i mimie nimim mssoim sunis susions ieis e
INVESTMENTS (note 3) .........ooiiiiiimniiiiiininnnnn..
MINING INTERESTS (note 4). ........covvvinnnrininnnnn...
OIL AND:GASINTERESTS . . wi wve cisiins st st vome staie s divfe aio

CAPITAL EMPLOYED. ... ... ... . .. i,

DEDUCT

DEFERREDY FAXES o vz vrassvsiseisl insi srogrs st s iis 2 i o

SHAREHOLDERS' INVESTMENT REPRESENTED BY
CAPITAL STOCK
Authorized - 15,000,000 shares

Issued - 9,962,876 shares . ............ciiriirinnn...
CONTRIBUTED SURPLUS . .. ... .. i,
RETAINED EARNINGS .. ...ttt caeeenns

Approved by the Board

(Signed) P. A. ALLEN, Director

(Signed) J. C. L. ALLEN, Director

March 31’ December 31,
1985 1984 1983
(unaudited)
$ 3,065 $ 3,039 $ 1914
10 36 23
33 28
3,108 3,103 1,937
30 35 59
18
27 107
51 142 il
3,051 2,961 1,860
31,988 31,501 25,434
1,432 1,432 1,432
219
36,471 35,894 28,945
450 450 432
$ 36,021 $ 35,444 $ 28,513
$ 10,277 $ 10,277 $ 10,277
5 =) 5
25,739 25,162 18,231
$ 36,021 $ 35,444 $ 28,513

The accompanying notes are an integral part of these financial statements.
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Wright-Hargreaves Mines, Limited

Statement of Earnings
(In thousands of Canadian dollars except per share amounts)

Three months ended

March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(unaudited)
Revenues
Equity in earnings (loss) of Lac Minerals Ltd. $ 966 $ 1,196 $3,698 $3,753 $2433 $4224 § (393
Qiliand FasTEales: o vocmnmenni o e 11 55 72 134
Interest iNCOME . .+« v cvveinviinnaenrnenns 172 143 688 488 661 659 268
Gain on sale of investments. . ............. 1,889 267
Other inCome ... .......ovviinunneeeonns 50 6 11 100 155
1,138 1,350 4,491 4,319 3,239 6,872 297
Expenses
Operating and administrative.............. 34 31 131 154 350 185 154
Depreciation, depletion and amortization . . . . 218 47
Oil and gas dry holes and abandonments . . . . 36 273 2 1 25
Mineral explorBtON . ....oovvvivsiiie i 7 117 6 3
Loss on sale of oil and gas interests ........ 139
Write-down of investments ............... 479
513 31 313 762 405 189 179
Earnings before income taxes and
extraordinary items.................... 625 1,319 4,178 3,557 2,834 6,683 118
Income taxes (credit) .............ccou.n. 48 64 220 (112) 160 514
Earnings before extraordinary items........ 577 1,255 3,958 3,669 2,674 6,169 118
Gain arising from issue of shares by
Lac Minerals Lid. (note 2) ........... 3,471 6,681
Reduction in income taxes as a result of
the application of losses carried forward 130
EARNINGS FOR THE PERIOD ............ $ 50 $ 1,255 $ 7,429 $10,350 $2,674 $6,299 §$ 118
EARNINGS PER SHARE
Before extraordinary items................ $ 0.06 $ 0.13 $ 040 $ 037 $ 027 $ 062 $ 0.01
After extraordinary items................. $ 0.06 $ 0.13 $ 075 $ 1.04 $ 027 $ 063 $ 0.01

Statement of Retained Earnings (Deficit)
(In thousands of Canadian dollars)

RETAINED EARNINGS (DEFICIT),

BEGINNING OF PERIOD ............... $25,162 $18,231 $18,231 $ 7,881 $ 5,207 $(1,092) $(1,210)
Earnings forperiod ....................... 577 1,255 7,429 10,350 2,674 6,299 118
25,739 19,486 25,660 18,231 7,881 5,207 (1,092)
DAVIBETIAR: omrarsevassemnsiimmers syt 498
RETAINED EARNINGS (DEFICIT),
END OFPERIOD oo o ssssnnmmmmiaiants $25,739 $19,486 $25,162 $18,231 $ 7,881 $ 5,207 $(1,092)

The accompanying notes are an integral part of these financial statements.
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Wright-Hargreaves Mines, Limited

Statement of Changes in Financial Position
(In thousands of Canadian dollars)

Three months ended
March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
(unaudited)
WORKING CAPITAL DERIVED FROM
Operations
Earnings before extraordinary items ... ... § 577 $ 1,255 $3958 §$3669 $2674 56169 S 118
Items not affecting working capital
Equity in (earnings) loss of
LagMinerals - Lad, 1ot waimomsin (966) (1,196) (3,698)  (3,753)  (2,433) (4,224) 393
Loss (gain) on investments, net........ 479 (1,889) (267)
Loss (gain) on sale of mining and oil and
gasinterests. ........oooeiiiian 139 (4)
Depreciation, depletion and amortization 218 47
Deferred income taxes (credit) ........ 49 18 (112) 160 384
Dry holes and abandonments written-off 36 273 2 25
(71171 (S (38)
Total from operations . ................. 90 108 453 291 450 440 231
Reduction in advance to Lac Minerals Ltd. .. 341 29
Dividends from Lac Minerals Ltd. ......... 1,102 1,102 965 778
Proceeds from sale of investments ......... 2,619 364
Proceeds from sale of mining and oil and gas
IPETCAES - % it v o8 e s v ot wiaiin e o 50 12
Deferred exploration and development costs
TECONVEIBA -/ 5 e s ot 57 Saialatiyi amofatte brdtavatar 84
Reduction in income taxes as a result of the
application of losses carried forward .. ... 130
Total derived from all sources . ............ 90 108 1,605 1,405 1,499 4,308 624
WORKING CAPITAL APPLIED TO
Dividend payments to shareholders......... 498
Mining interests . ..........ooeineeiiian. 71 286 848 278
Oil and gas interests . .. .......cooueennn. 6 11 13 18 418
Purchase of investment in a Lac Group
COMPANY <o st aneioasesansonmesessnns 1,539 1,157 13
Advances to Lac Minerals Ltd. . ........... 3,500
Total applications .. ........coevvveiienns 504 82 5,338 2,023 709
INCREASE (DECREASE) IN WORKING
CAPTTAL ... oo civiosimmims st aimidtsini sl o st 5853 $ 90 $ 108 $ 1,001 $1,323 $(3,839) §$228 $ (85
CHANGES IN WORKING CAPITAL:
Increase (decrease) in current assets
Cash and short-term investments. .......... $§ 26 § 70 $1,125 $ 1,549 $(2209 § 443 § 40
Accounts receivable .. ......... .ot (26) 3 13 13 (44) 48 21
Due from Lac Group companies . .......... 5 30 28 (282) (1,494) 15775 (67)
5 97 1,166 1,280 (3,747) $ 2266 $ (48)
Increase (decrease) in current liabilities
Accounts payable and accrued liabilities. . . .. 5) (6) (24) (@] 48 7 15
Due to Lac Group companies ............. (80) (18) (18) (36) 44 (12) 22
Income taxes payable .............oeinn 13 107
(85) (11) 65 (43) 92 (19) 37
INCREASE (DECREASE) IN WORKING
CAPITAL .. . oooonoeseiiiayin i ot el sma et e 90 108 1,101 1,323 (3,839 2,285 (85)
WORKING CAPITAL, BEGINNING OF PERIOD 2,961 1,860 1,860 537 4,376 2,091 2,176
WORKING CAPITAL, END OF PERIOD. .. .. § 3,051 $ 1,968 $2961 $ 1,80 $ 537 $4376 $ 2,091

The accompanying notes are an integral part of these financial statements.
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Wright-Hargreaves Mines, Limited

Notes to Financial Statements
(Tabular amounts in thousands of Canadian dollars)
(Information as at March 31, 1985 and for the three months ended March 31, 1985 and 1984 is unaudited)

Wright-Hargreaves Mines, Limited (the Company) is a member of a group of companies collectively known as the Lac
Group. Other companies in this group are Little Long Lac Gold Mines Limited, Lake Shore Mines, Limited and Lac
Minerals Ltd. (Lac Minerals).

1.

Significant Accounting Policies

The Company is incorporated under the Business Corporations Act, 1982 (Ontario). The financial statements are
presented in accordance with accounting principles generally accepted in Canada and comply with United States
disclosure requirements in all material respects.

(a)

(b)

(c)

Investments

The Company has a 42% direct interest in 529068 Ontario Limited which in turn has a 29% (1983 - 30%)
interest in Lac Minerals. Accordingly the Company accounts on an equity basis for its indirect investment in
Lac Minerals, 12% owned (1983 - 13%; 1982 - 14%; 1981 - 11%; 1980 - 4 %) over which it has significant
influence.

Lac Minerals was formed effective December 31, 1982 as a result of a reorganization of Long Lac Minerals
Ltd. (No Personal Liability), Willroy Mines Limited, Les Terrains Auriferes Malartic (Québec) Limitée
(Libre de responsabilité personnelle), Les Mines Est-Malartic Ltée. (Libre de responsabilité personnelle),
Long Lac Mineral Exploration Limited and certain other companies in the Lac Group.

Long Lac Minerals Ltd. (No Personal Liability) was formed effective November 1, 1981 as a result of a
reorganization of Silverstack Mines Ltd. (No Personal Liability), Les Mines d’Or Thompson-Bousquet Ltée.
(Libre de responsabilité personnelle), Copper Giant Mining Corporation Limited (Non-Personal Liability) and
the acquisition of certain assets of Long Lac Mineral Exploration Limited. By transactions effective May 31,
1982 and November 19, 1982 Lac Minerals acquired all operating assets of the aforementioned companies.

Investments in other Lac Group companies where the Company does not have significant influence are
recorded at cost.

All other investments are recorded at cost.

Mining interests

Plant and equipment are stated at cost. Depreciation has not been recorded on buildings, machinery and
equipment which are not currently in use.

Mining properties are stated at cost less amounts written-off.

Exploration costs incurred to the date of establishing that a property has reserves which have the potential of
being economically recoverable are charged against earnings; further costs are capitalized and then amortized
on the unit-of-production method based on proven reserves.

Costs related to mining properties which are abandoned are charged to earnings.

Income taxes

Income taxes are recorded on the tax allocation basis whereby the amount expensed during the period is based
on earnings that are recorded in the accounts. Deferred taxes arise as a result of recognizing costs in different
periods for accounting and tax purposes.

Extraordinary Item

During the year ended December 31, 1984 Lac Minerals issued 1,096,195 shares (1983 - 2,462,296 shares) for
net proceeds of $34,279,000 (1983 - $60,991,000). The Company did not purchase any of these shares and
accordingly its percentage ownership of Lac Minerals was diluted; however, the Company’s equity interest in Lac
Minerals increased shareholders’ investment, after including the proceeds from the share issues, resulted in an
extraordinary gain.
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Investments

March 31, December 31,
1985 1984 1983
Investment in Lac Minerals accounted for on an equity basis
(quoted market value March 31, 1985 - $118,000,000;

December 31, 1984 - $95,937,000;

December 31, 1983 - $120,266,000)

SNATER . st i iitmes s shemse e G, st okt T SO SR $ 6,479 $ 6,479 $ 6,479

Equity in undistributed earnings
Balance, beginning of period. ................ ... ... ..., 19,921 13,854 4,522
Equity:in:earnings/ fof the period. ... .. crmmieies s s s o 966 3,698 3,753
Dividends ., oo v sman sorenians wi 5 S0 s e ST R e (1,102) (1,102)
Gain arising on issue of shares by Lac Minerals Ltd. (note 2). . 3,471 6,681
Balance, end of period. .. ...... ... . ... 20,887 19,921 13,854

AdVANCES. . ... e e e e 3,500 3,500 3,500

30,866 29,900 23,833
Investments in other Lac Group companies accounted for on a cost basis
(quoted market value March 31, 1985 - $17,000,000;
December 31, 1984 - $13,338,000;
December 31, 1983 - $19,265,000) . .........covriiiinnn, 1,105 1,582 1,582
Other investments accounted forona costbasis ................... 17 19 19

$ 31,988 $31,501 $25,434

Because of the large number of Lac Group company shares owned by the Company the amounts that would be
realized if these investments were sold may be more or less than their quoted market values.

Reference is made to the consolidated financial statements for Lac Minerals included herein.

Mining Interests

March 31, December 31,
1985 1984 1983
Plant and SqIPIOBHAL .- wi s san comi s e vt Sapasvs s e e v $ 118 $ 118 $ 118
Mining Properties. . ... .oviviiinr it 34 34 34
Deferred exploration and development.................cooooun 1,280 1,280 1,280

§ 1,432 $ 1,432 $ 1,432

In 1982, the Company optioned, to Lac Minerals, the right to retreat its tailings deposited in the bed of Kirkland
Lake, Ontario as a result of operations formerly carried on by the Company. The Company will receive an
advance minimum royalty of 2% of net smelter return, payable until Lac Minerals has recouped its costs of placing
the operation into commercial production and thereafter a royalty equal to the greater of 2% of the net smelter
return or 20% of net profits.

In 1983, the Company granted to Lac Minerals the right to explore and mine the crown pillar of the Company’s
old gold mine at Kirkland Lake and to treat ore from the pillar, subject to a royalty interest payable to the Company
of 50% of the net profits from operations afier the recovery by the Company and Lac Minerals of their costs. In
addition, the Company granted to Lac Minerals the right to mine the crown pillar of the old Wasamac Mine at
Arntfield, Québec subject to a royalty interest payable to the Company of 25% of the net profits from the
operations after the recovery by Lac Minerals and the Company of their costs.

Lines of Credit
The Company has arranged lines of credit amounting to $3,000,000. No commitment fees are payable. These lines
of credit are unused.
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6. Related Party Transactions
(a) From time to time advances are made between the Company and certain Lac Group companies. Interest on
such advances is calculated at the prime rate of a Canadian chartered bank. Interest income from amounts
loaned is $98,000 for the three months ended March 31, 1985 ($97,000 for 1984) and $425,000 for the year
ended December 31, 1984 (1983 - $410,000; 1982 - $386,000; 1981 - $69,000; 1980 - nil).

(b) During the year ended December 31, 1984 the Company sold its oil and gas interests to a wholly owned
subsidiary of Lac Minerals for cash.

7. Segmented Data
Investing in mining and exploration companies is the principal business of the Company and accordingly informa-
tion segmented by industry is not applicable.

8. Subsequent Event
Subsequent to December 31, 1984, the Company has announced that it is considering an amalgamation with Lac
Minerals, Little Long Lac Gold Mines Limited, and Lake Shore Mines, Limited (the “Amalgamating Cor-
porations™) to form LAC Minerals Ltd. (“LAC”). Pursuant to the terms of the amalgamation agreement all the
issued and outstanding shares of each of the Amalgamating Corporations which are held by any of the other
Amalgamating Corporations will be cancelled without any repayment of capital in respect thereof and the remain-
ing shareholders of each of the Amalgamating Corporations will receive common shares of LAC on the following

basis:
For each share of Number of LAC common shares
Toac MINBTAIS, s i i s s disiis Samnien vas SulE 2ab Ve 988 & v 1
Little: Long Lac Gold Mines Limited .. ... oous vin vawn ovn cooe sun - s 2.371
Lake:Shore Mings, Eimited.... v adnnins sman ves viiem e saes b 5o 2.871
Wright-Hargreaves-Mines, Limtited .. o0 vemi sas s vwm sems 3o vins 0.498

This amalgamation will be accounted for as a pooling of interests.

9. Generally Accepted Accounting Principles in Canada and the United States
Lac Minerals follows Canadian accounting principles which are different in some respects from those applicable
in the United States and from practices prescribed by the United States Securities and Exchange Commission
(SEC). The effect on the financial statements of such differences is outlined below:

(a) Earnings would be reduced by $288,000 ($0.03 per share) for the three months ended March 31, 1985 and
$66,000 ($0.01 per share) for the year ended December 31, 1984 representing the Company’s equity in such
differences.

(b) Under Canadian accounting principles the gain arising from the issue of shares by Lac Minerals recorded by
the Company has been accounted for as an extraordinary item. Under United States accounting principles
such amounts would be disclosed in earnings before extraordinary items as other income.

If the Company’s financial statements had been reported on the basis of United States accounting principles
earnings and earnings per share would have been:

Three months ended
March 31, Year ended December 31,
1985 1984 1984 1983 1982 1981 1980
Earnings as reported. . ................... $ 577 $1255 $7429 810,350 $2674 $ 6299 $ 118

Equity in the effect of differences
between Canada and United States
accounting principles . ................. (288) (66)
Earnings in accordance with generally
accepted accounting principles in the
United States. .. ..........c.ovviinnn... $ 289 $ 1,255 $7.363 $10,350 $2674 $629 §$ 118

Earnings per share in accordance
with generally accepted accounting
principles in the United States
Before extraordinary items. ........... $ 0.03 § 013 $ 0.74 $ 1.4 $ 0.27 $ 062 $ 0.01

After extraordinary items............. $ 0.03 $ 0.13 $ 0.74 $ 1.4 $§ 0.27 $ 063 $ 0.01
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The cumulative effect of the application of the above noted United States accounting principles on retained
earnings (deficit) would be as follows:

March 31, December 31,
1985 1984 1984 1983 1982 1981 1980

Retained earnings (deficit) in
accordance with Canadian accounting
PIINCIPIES: ovnvs sisisioiars sem & 2eas watsts $25,739 $19,486 $25,162 $18,231 $7,881 $5,207 $(1,092)

Equity in the effect of differences
between Canadian and United States
accounting principles . ............ (354) (66)

Retained earnings (deficit) in accordance
with United States accounting
principles. . . .......... ... $25,385 $19,486 $25,096 $18,231 $7,881 $5,207 $(1,092)

10. Unaudited Interim Financial Information
The financial information as at March 31, 1985 and for the three months ended March 31, 1985 and 1984 included
herein is unaudited; however, such information reflects all adjustments (consisting solely of normal recurring
adjustments) which are, in the opinion of management, necessary to a fair presentation of the results for the interim
period.

Supplemental Information (Unaudited)

(Tabular amounts in thousands of Canadian dollars except per share amounts)

Selected Quarterly Data Harnigs Earnings per share
before Before After
extraordinary extraordinary extraordinary
Revenues items Earnings items items
1985
PHrati QUATEET. . . viecsastaie et fboses s $ 1,138 $ 577 $ 571 $0.06 $0.06
1984
BIfStIQUALIEL i wecy srvois simons srave vt $ 1,350 $1,255 $ 1,255 $0.13 $0.13
Second qUATIEE . | v iles o oy 1,019 904 4,375 0.09 0.44
Third GuUarter: = .i.. oo e vess o 1,241 1,119 1,119 011 0.11
Fourthiquarter: e e fes 881 680 680 0.07 _M
$ 4,491 $3,958 $ 7,429 $0.40 $0.75
1983
FITSHQUATREE ST, oo oot stpim o minls $ 1,047 $ 945 $ 945 $0.09 50.09
Second:quarter: - -~ < ioici semiens 843 520 6,406 0.06 0.65
Third qUATEEL:. .o s s avass s 978 817 817 0.08 0.08
Fourth quarter: -:ro:'so5 v s srean 1,451 1,387 2,182 0.14 0:22
$ 4,319 $3,669 $10,350 $0.37 $1.04
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APPENDIX 1

AMALGAMATION AGREEMENT

THIS AGREEMENT made as of the 24th day of July, 1985.

BETWEEN:

LAC MINERALS LTD., a corporation incorporated under the
laws of the Province of Ontario
(hereinafter called “Lac Minerals™)

OF THE FIRST PART

- and -

LITTLE LONG LAC GOLD MINES LIMITED, a corporation
incorporated under the laws of the Province of Ontario
(hereinafter called “Little Long Lac™)

OF THE SECOND PART

- and -

LAKE SHORE MINES, LIMITED, a corporation incorporated
under the laws of the Province of Ontario
(hereinafter called “Lake Shore™)

OF THE THIRD PART

—and -

WRIGHT-HARGREAVES MINES, LIMITED, a corporation
incorporated under the laws of the Province of Ontario
(hereinafter called “Wright™)

OF THE FOURTH PART

—and -

529068 ONTARIO LIMITED, a corporation incorporated under
the laws of the Province of Ontario
(hereinafter called “529068™)

OF THE FIFTH PART

- and -

573776 ONTARIO INC., a corporation incorporated under the
laws of the Province of Ontario
(hereinafter called “573776")

OF THE SIXTH PART

WHEREAS the parties hereto, acting under the authority contained in the Business Corporations Act, 1982 (the
“Act”), propose to amalgamate upon the terms and conditions hereinafter set out;

AND WHEREAS each party hereto has made full and complete disclosure to the other parties hereto of its assets

and liabilities;

NOW THEREFORE THIS AGREEMENT WITNESSETH as follows:

1. In this Agreement the term “Amalgamated Corporation™ shall mean the corporation continuing from the amalga-
mation of Lac Minerals, Little Long Lac, Lake Shore, Wright, 529068 and 573776, and the term ‘“Amalgamating
Corporations™ shall collectively mean Lac Minerals, Little Long Lac, Lake Shore, Wright, 529068 and 573776.
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2. Each of the Amalgamating Corporations hereby agrees to amalgamate under the provisions of the Act as of 5:00
p.m. Toronto time (the “Effective Time™) on July 24, 1985 (the “Effective Date”) and to continue as one corporation
under the terms and conditions hereinafter set out.

3. The name of the Amalgamated Corporation shall be:
LAC Minerals Ltd.

4. The place in Ontario where the registered office of the Amalgamated Corporation is to be situated is in the
Municipality of Metropolitan Toronto at the City of Toronto until changed in accordance with the Act.

5. The Amalgamated Corporation shall be authorized to issue an unlimited number of common shares (“Common
Shares™) and an unlimited number of preferred shares issuable in series (“Preferred Shares™).

6. The rights, privileges, restrictions and conditions attaching to the Common Shares of the Amalgamated Cor-
poration and the Preferred Shares of the Amalgamated Corporation as a class are as follows (in paragraph 6 of this
Agreement the Amalgamated Corporation is referred to as the “Corporation™):

1. Directors’ Rights to Issue in One or More Series

The Preferred Shares may at any time or from time to time be issued in one or more series. Before any shares
of a particular series are issued the directors of the Corporation shall determine the number of shares that will
form such series and shall, subject to the limitations set out herein, by resolution fix the designation, rights,
privileges, restrictions and conditions to be attached to the Preferred Shares of such series, including, but
without in any way limiting or restricting the generality of the foregoing, the rate, amount or method of
calculation of dividends thereon (which rate, amount or method of calculation may be subject to changes or
adjustments), the time and place of payment of dividends, the consideration and the terms and conditions of
any purchase for cancellation, retraction or redemption thereof, conversion rights (if any), the voting rights
(if any) attached thereto, and the terms and conditions of any share purchase plan or sinking fund, the whole
subject to the filing with the Director (as defined in the Business Corporations Act, 1982) of articles of
amendment containing a description of such series including the rights, restrictions and conditions fixed by
the directors.

2. Ranking of Preferred Shares

The Preferred Shares of each series shall rank on a parity with the Preferred Shares of every other series with
respect to accumulated dividends and return of capital, and shall be entitled to a preference over the Common
Shares of the Corporation and over any other shares ranking junior to the Preferred Shares with respect to
priority in payment of dividends and in the distribution of assets in the event of the liquidation, dissolution
or winding up of the Corporation, whether voluntary or involuntary, or any other distribution of the assets
of the Corporation among its shareholders for the purpose of winding up its affairs. When any dividends or
amounts payable on a return of capital are not paid in full, the Preferred Shares of all series shall participate
rateably in respect of such dividends, including accumulations, if any, in accordance with the sums that would
be payable on such shares if all such dividends were declared and paid in full, and in respect of any repayment
of capital in accordance with the sums that would be payable on such repayment of capital if all sums so
payable were paid in full; provided, however, that in the event of there being insufficient assets to satisfy in
full all such claims as aforesaid, the claims of the holders of the Preferred Shares with respect to repayment
of capital shall first be paid and satisfied and any assets remaining thereafter shall be applied towards the
payment and satisfaction of claims in respect of dividends. The Preferred Shares of any series may also be
given such other preference not inconsistent with paragraphs 1 to 4 hereof over the Common Shares of the
Corporation and over any other shares ranking junior to the Preferred Shares as may be determined in the case
of such series of Preferred Shares.

3. Amendment with Approval of Holders of Preferred Shares

The rights, privileges, restrictions and conditions attaching to the Preferred Shares as a class may be added
to, changed or removed but only with the approval of holders of Preferred Shares given as hereinafter
specified.
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Approval of Holders of Preferred Shares

The approval of the holders of Preferred Shares to add to, change or remove any right, privilege, restriction
or condition attaching to the Preferred Shares as a class or of any other matters requiring the consent of the
holders of the Preferred Shares may be given in such manner as may then be required by law, subject to a
minimum requirement that such approval be given by resolution signed by all the holders of Preferred Shares
or passed by the affirmative vote of at least two-thirds of the votes cast at a meeting of the holders of the
Preferred Shares duly called for that purpose.

The formalities to be observed in respect of the giving of notice of any such meeting or any adjourned meeting
and the conduct thereof shall be those from time to time prescribed by the by-laws of the Corporation with
respect to meetings of shareholders. On every poll taken at every meeting of holders of Preferred Shares as
a class, or at any joint meeting of the holders of two or more series of Preferred Shares, each holder of
Preferred Shares entitled to vote thereat shall have one vote for each Preferred Share held.

Common Shares

(a) Subject to the prior rights of the holders of the Preferred Shares (i) the board of directors may declare
and cause to be paid dividends to the holders of the Common Shares from any assets at the time properly
applicable to the payment of dividends; and (ii) the holders of the Common Shares shall, in the event of
the liquidation, dissolution or winding-up of the Corporation or other distribution of assets of the
Corporation among shareholders for the purpose of winding-up its affairs, be entitled to receive the
remaining assets of the Corporation.

(b) Each Common Share is equal to every other Common Share and the holders of the Common Shares shall
be entitled to receive notice of and to attend any meeting of the shareholders of the Corporation and shall
be entitled to one vote in respect of each Common Share held at such meetings, except meetings at which
the holders of a particular class of shares other than the Common Shares are entitled to vote separately

as a class.

7. The minimum number of directors of the Amalgamated Corporation shall be seven and the maximum number of
directors of the Amalgamated Corporation shall be twenty-one. The name, address and resident Canadian status of the

first directors of the Amalgamated Corporation are as follows:

Resident

Name Residence Address Canadian

PETER A ATEEN soe i i siwies vt srgiene s wamems e 18 Thornwood Rd. Yes
Toronto, Ontario M4W 2R9

JORN G, L AATEEN o s s v sissss s i s 9 Deer Park Crescent Yes
Apt. 1001
Toronto, Ontario M4V 2C4

JOUNE. MOCERIDGE . . ... s 57508 0558 afaiis s ol “Greenhill”, Ballsdown Road No
Chiddingfold Near Godalming
Surrey, England GU84 XJ

BARTON A. THOMSON ...\t iiiieiiiaaannnnnn 80 Gloucester Street Yes
Toronto, Ontario M4Y 1L9

PAUL FORTIN: 1005 vt sniate siave oiaintioimsnte e siazs main 782 Upper Landsdowne Avenue Yes
Westmount, Quebec H3Y 1J8

HARRISON-E. RUTETZEL. ..o cinei ssuie winvnse conse aininss wis 1 Chateau Drive Yes
Kirkland Lake, Ontario P2N 3M7

JOHN A. DOWNING ... . « svie sraisis wiain oaaim aiaa siaione woo 28 Silvergrove Place N.W. Yes
Calgary, Alberta T2B 4R3

DENNIB G (SHEEHAN : 555 aietere oave wistine fiss naiass s 1266 Old River Road Yes
Mississauga, Ontario
L5G 3G4

RICHARD P SMITH v siis v 6% sisians siess smions dies 156 Clendenan Avenue Yes
Toronto, Ontario M6P 2X1

ROBERT C: STANLEY; TR, i sws v o ses avisine avom aon 578 Navesink River Road No
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Messrs. Mockridge, Thomson and Fortin shall hold office for a one year term expiring at the first annual meeting of
the shareholders of the Amalgamated Corporation, Messrs. J. C. L. Allen, Downing and Stanley shall hold office for
a two year term expiring at the second annual meeting of the shareholders of the Amalgamated Corporation and Messrs.
P. A. Allen, Rutetzki, Sheehan and Smith shall hold office for a three year term expiring at the third annual meeting
of the shareholders of the Amalgamated Corporation (in each case, until their respective successors are elected or
appointed in accordance with the Act). No such first director shall be permitted to resign unless at the time the
resignation is to become effective a successor is elected or appointed.

8. There shall be no restrictions on the business that the Amalgamated Corporation may carry on or on the powers
that the Amalgamated Corporation may exercise.

9. The following other provisions shall apply to the Amalgamated Corporation (in paragraph 9 of this Agreement the
Amalgamated Corporation is referred to as the “Corporation”):

1. The directors of the Corporation shall be classified, with respect to the time for which they severally hold
office, into three classes, which classes shall be as nearly equal in number as possible, one class to hold office
for a stated term expiring at the close of the first annual meeting of the shareholders of the Corporation; a
second class to hold office for a stated term expiring at the close of the second annual meeting of the
shareholders of the Corporation; and a third class to hold office for a stated term expiring at the close of the
third annual meeting of the shareholders of the Corporation with the directors in each class to hold office until
their respective successors are elected or appointed. At each annual meeting of the shareholders of the
Corporation, the successors of the class of directors whose term expires at that meeting shall be elected to
hold office for a term expiring at the annual meeting of shareholders held in the third year following the year
of their election.

2.  Whenever the number of directors within the minimum and maximum number of directors is changed, any
newly created directorships or any decrease in directorships shall be so assigned among the classes of the
directors then in office as to make all classes as nearly equal in number as may be. To the extent of any
inequality within the limits of the foregoing, the class or classes then having the last date or the later dates
for the expiration of its or their terms shall be the class or classes with the greatest or greater number of
directorships.

3. Notwithstanding any provision of the articles or by-laws of the Corporation (and notwithstanding the fact that
a lesser approval may be required by law), the provisions of paragraphs 1 and 2 hereof and the provisions of
this paragraph shall not be amended, altered or repealed, and the Corporation shall not add to its articles or
by-laws any provisions which are inconsistent with the provisions hereof, unless a resolution with respect
thereto is submitted to a meeting of shareholders of the Corporation duly called and held in accordance with
the provisions of the by-laws of the Corporation for the purpose of considering the same, and such resolution
shall be passed, with or without amendment, by at least 75% of the votes cast thereon at such meeting.

4. In addition to, and without limiting such other powers which the Corporation may by law possess, the
directors of the Corporation may, without authorization of the shareholders, by authentic deed, in particular
but without limitation, for the purpose of securing any bonds, debentures or debenture stock which it is by
law entitled to issue, hypothecate, mortgage, pledge, cede or transfer any property, moveable or immoveable,
present or future which it may own.

5. The Corporation shall be permitted to set out its name in any language and the Corporation may be legally
designated by that name.

10. At the Effective Time all the issued and outstanding shares of each of the Amalgamating Corporations which are
held by any of the other Amalgamating Corporations shall be cancelled without any repayment of capital in respect
thereof.

11. At the Effective Time the issued and outstanding shares of each of the Amalgamating Corporations shall be
converted into issued and outstanding Common Shares of the Amalgamated Corporation as follows:

(a) all issued common shares of Lac Minerals which are held by shareholders other than the Amalgamating
Corporations shall be converted, share for share, into Common Shares of the Amalgamated Corporation;

(b) all issued common shares of Little Long Lac which are held by shareholders other than the Amalgamating
Corporations shall be converted into Common Shares of the Amalgamated Corporation on the basis of 2.377
Common Shares of the Amalgamated Corporation for each of such issued common shares of Little Long Lac;
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(c) all issued shares of Lake Shore which are held by shareholders other than the Amalgamating Corporations
shall be converted into Common Shares of the Amalgamated Corporation on the basis of 2.871 Common
Shares of the Amalgamated Corporation for each of such issued shares of Lake Shore: and

(d) all issued shares of Wright which are held by shareholders other than the Amalgamating Corporations shall
be converted into Common Shares of the Amalgamated Corporation on the basis of 0.498 Common Shares
of the Amalgamated Corporation for each of such issued shares of Wright.

12. No share certificates for fractional interests in Common Shares of the Amalgamated Corporation will be issued
pursuant to paragraph 13 hereof. Former holders of shares of any of the Amalgamating Corporations who would
otherwise be entitled to a fractional common share pursuant to this Agreement will receive a cash payment from the
Amalgamated Corporation for such fractional share interest on the basis that one Common Share of the Amalgamated
Corporation has a value equal to the average of the daily closing prices for such shares on The Toronto Stock Exchange
for the first five days upon which such shares are traded on that exchange. Payments to Canadian shareholders for
fractional share interests will be made in Canadian funds. Payments to United States shareholders for fractional share
interests will be made in United States funds converted at the United States dollar exchange rate for Canadian dollars,
based on the noon buying rate in New York City for cable transfers payable in foreign currencies as certified for customs
purposes by the Federal Reserve Bank of New York on the Effective Date.

13. Following the Effective Time, certificates for Common Shares of the Amalgamated Corporation will be issued to
former holders of shares of the Amalgamating Corporations in accordance with paragraph 11 hereof against deposit of
their certificates representing shares of the Amalgamating Corporations with, in the case of United States shareholders,
Canadian Imperial Bank of Commerce Trust Company, New York City, United States of America and in the case of
all other shareholders, Canada Permanent Trust Company at its offices in Toronto, Montreal or Vancouver, Canada.

14. The officers of the Amalgamated Corporation shall, until changed by the directors, be as follows:

Name Office

PETER A. ALLEN . .. ...ttt iee e President and Chief Executive Officer
HARRISONE. RUTETZKI. . ......cooviiiiiiennnn .. Senior Vice-President, Operations
DENRNISIG: SHEEHAN: 1oyr0 o ssoov simssan siven esonss eass ssess 653 Senior Vice-President, Exploration

IAN T HHAMIETON o o vane s s soim vsiets sas gails s Senior Vice-President and General Counsel
D, PAULMOFERT . s i i o s & 505 265 86505 S dian Senior Vice-President, Finance
J.MCINTOSHGIBBS . . .. ..o e Vice-President, Hemlo Development
ROLANDO C. FRANCISCO . . . ... ..ot Treasurer

HAZEL ... RODRYBUES: iice st svats stanars susss ssgmmns st Sragans Corporate Secretary

15. The by-laws of the Amalgamated Corporation are, to the extent not inconsistent with this Agreement, to be those
of 529068 until repealed, amended, altered or added to.

16. Each of the Amalgamating Corporations shall contribute to the Amalgamated Corporation all of its assets, subject
to its liabilities.

17. The stated capital account for the Common Shares of the Amalgamated Corporation shall be equal to the aggregate
of the stated capital accounts for the shares of each of the Amalgamating Corporations immediately prior to the
Effective Time, less the amounts thereof attributable to any shares, or any portion thereof, of the Amalgamating
Corporations which are cancelled pursuant to paragraph 10 hereof or which are converted into fractional share interests
in the Amalgamated Corporation,

18. Upon and subject to the shareholders of Lac Minerals, Little Long Lac, Lake Shore, Wright, 529068 and 573776
respectively approving the amalgamation of the Amalgamating Corporations and adopting this Agreement and subject
to paragraphs 18 and 19 hereof, articles of amalgamation in prescribed form shall be sent to the Director under the Act
together with the documents required by Section 177 of the Act.

19. The consummation of the amalgamation contemplated hereby is conditional upon the receipt of any necessary
approvals by The Toronto Stock Exchange and The Montreal Exchange of the listing of the Amalgamated Corporation’s
Common Shares, provided that the said condition may be waived, in whole or in part, at any time prior to the Effective
Date, by the boards of directors of all of the Amalgamating Corporations.
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20. At any time before the endorsement of a certificate of amalgamation effecting the amalgamation of the Amalga-
mating Corporations, this Agreement may be terminated by the directors of any of the Amalgamating Corporations,
notwithstanding the approval of this Agreement by the shareholders of such corporations.

IN WITNESS WHEREOF this Agreement has been duly executed by the parties hereto.

LAC MINERALS LTD.

By:

LITTLE LONG LAC GOLD MINES LIMITED

By:

LAKE SHORE MINES, LIMITED

By:

WRIGHT-HARGREAVES MINES, LIMITED

By:

529068 ONTARIO LIMITED

By:

573776 ONTARIO INC.

By:




APPENDIX 2

CALCULATION OF CONVERSION RATIOS

The primary assets of each of Little Long Lac, Wright and Lake Shore are their respective shareholdings, both
direct and indirect, in Lac Minerals. Therefore, the methodology used to calculate the share conversion ratios for the
public shareholders of each of the Amalgamating Corporations was based primarily on the relative effective share
interests in Lac Minerals held by each public shareholder group of such Amalgamating Corporations (after the
elimination of intercorporate shareholdings). In addition, consideration was given to the ownership by the three holding
companies of their other respective assets, net of liabilities. Based on the advice of their financial advisors, the boards
of directors of the Amalgamating Corporations determined that the share exchange ratios for the shareholders of Little
Long Lac, Wright and Lake Shore which would result based solely on their relative effective share interests in Lac
Minerals in addition to the book value of other assets net of liabilities owned by the three holding companies(!), should
be discounted by 2.5% because of the relative advantages and disadvantages to such shareholders which would or may
result from the proposed Amalgamation. Consideration of such relative advantages and disadvantages included: (i) a
comparison of the share prices of each of the three holding companies since 1982 with their hypothetical share values,
assuming they directly reflected the share price of their effective ownership in Lac Minerals, (ii) a review of the share
liquidity of each of the Amalgamating Corporations since 1982, (iii) a comparison of the recent dividends, earnings and
book value per share of each of the Amalgamating Corporations versus the pro forma dividends, earnings and book
value of the LAC shares to be received in exchange, (iv) a comparison of the results of the elimination of the estimated
potential unrealized tax liabilities of each of the four companies (and, indirectly, of their shareholders) by reason of the
elimination of intercorporate holdings, (v) the potential loss of control over Lac Minerals by the three holding
companies due to the elimination of the intercorporate holdings and (vi) the overall advantages of the Amalgamation
as described in the Prospectus and Joint Proxy Statement.

The results of the foregoing considerations as at March 31, 1985 are as follows:

Number of
LAC Common
Number of Shares  Share Exchange Shares
to be Ratios to be issued
Percentage Interest  Total Shares Shares Cancelled Converted into (rounded to three upon
Shareholder Group in LAC Outstanding  Upon Amalgamation LAC shares decimal places) ~ Amalgamation
Lac Minerals. ... 42.9969% 29,633,389 18,165,272 11,468,117 14 11,468,117
Little Long Lac.. 19.7381% 4,096,668 1,881,714 2,214,954 23771 5,264,946
Lake Shore .. ... 27.3230% 5,104,499 2,566,152 2,538,347 2.871:1 7,287,594
Wright .z s 5 o 9.9420% 9,962,877 4,637,329 5,325,548 0.498:1 2,652,123

26,672,780

(1) Based on the average trading price of Lac Minerals on The Toronto Stock Exchange for the 30 trading days
immediately preceeding May 15, 1985, the date of the public announcement of the proposed Amalgamation, which
price was $34.40 per share, and the net book value of the other assets, net of liabilities, owned by the three holding
companies, the share exchange ratios for the Amalgamating Corporations without allowing for the 2.5% discount
would be as follows: (new shares: old shares)

Lac Minerals (|
Little Long Lac 2.438:1
Lake Shore 2.945:1
Wright 0:511:1



APPENDIX 3

FAIRNESS OPINION
MORGAN STANLEY
MORGAN STANLEY & CO.
INCORPORATED
1251 AVENUE OF THE AMERICAS
The Boards of Directors of: NEW YORK, NEW YORK 10020
Lac Minerals Ltd.
Little Long Lac Gold Mines Limited
Lake Shore Mines, Limited
Wright-Hargreaves Mines, Limited June 7, 1985

Dear Sirs:

We understand that Lac Minerals Ltd. (“Lac Minerals”), Little Long Lac Gold Mines Limited (“Little Long Lac™),
Lake Shore Mines, Limited (“Lake Shore”) and Wright-Hargreaves Mines, Limited (“Wright”), (the “Amalgamating
Corporations”) propose to amalgamate under the provisions of the Business Corporations Act, 1982 (Ontario) con-
tinuing as one corporation (the “Amalgamated Corporation™). We understand that the effect of the proposed amalgam-
ation (the “Amalgamation”) will be that:

(a)

(b)

(c)

(d)

each common shareholder of Lac Minerals will receive 1.0 common share of the Amalgamated Corporation
for each common share of Lac Minerals;

each common shareholder of Little Long Lac will receive 2.377 common shares of the Amalgamated
Corporation for each common share of Little Long Lac;

each common shareholder of Lake Shore will receive 2.871 common shares of the Amalgamated Corporation
for each common share of Lake Shore; and

each common shareholder of Wright will receive .498 common shares of the Amalgamated Corporation for
each common share of Wright.

In connection with the Amalgamation, you have requested our opinion as to whether the share exchange ratios in the
Amalgamation are fair to the shareholders of each of the Amalgamating Corporations from a financial point of view.

For purposes of our opinion, we have, among other things,

(a)

(b)

(c)

(d)
(e)

63)
(®

(h)
@

@

studied certain publicly available data with respect to the Amalgamating Corporations, including consolidated
financial statements for recent years and interim periods to date;

discussed the current operations and prospects of the Amalgamating Corporations with certain senior manage-
ment;

reviewed reported market prices and trading volumes of the common stock of the Amalgamating Cor-
porations from 1982 to date;

reviewed the pro forma financial effects of the Amalgamation;

compared the financial performance of the Amalgamating Corporations with that of certain other publicly-
traded companies;

reviewed the terms, to the extent publicly available, of certain recent acquisition transactions;

reviewed the drafts of the Registration Statement, Prospectus and Joint Proxy Statement pertaining to the
Amalgamation;

reviewed the terms of other amalgamations of companies with intercorporate holdings;

visited the Lac Minerals Hemlo Project and discussed its operations and prospects with the Hemlo Project
Manager as well as certain senior management of Lac Minerals; and

made such other analyses as we have deemed appropriate.
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We have assumed and relied upon the accuracy and completeness of publicly available information relating to the
Amalgamating Corporations, on the information contained in the Registration Statement, Prospectus and Joint Proxy
Statement and on other information and material provided to us by, and through discussions with, the management of
the Amalgamating Corporations. We have not independently verified the accuracy or completeness of any of the
information or data, including, without limitation the information contained in the Registration Statement, Prospectus
and Joint Proxy Statement. In addition, we have not independently verified the legal effectiveness of the Amalgamation
or other matters of Canadian law applicable thereto, nor the income tax consequences resulting therefrom and have
relied solely upon the description of such matters in the Registration Statement, Prospectus and Joint Proxy Statement
as being complete and accurate in all material respects.

Based upon our analysis and subject to the foregoing limitations, we are of the opinion at the date hereof that the above
share exchange ratios are fair to the sharecholders of the Amalgamating Corporations from a financial point of view.

Very truly yours,

MORGAN STANLEY & CO. INCORPORATED

By: /s/ Joun H. T. WILSON

John H. T. Wilson
Managing Director
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APPENDIX 4

FAIRNESS OPINION

WOOD GUNDY INC. P.0O. Box 274, Royal Trust Tower, Toronto-Dominion Centre
Toronto, Ontario, M5K 1M7  Telephone (416) 869-8100

WOQOD

To the Boards of Directors of: GUNDY

Lac Minerals Lid.

Little Long Lac Gold Mines Limited
Lake Shore Mines, Limited
Wright-Hargreaves Mines, Limited June 10, 1985

Dear Sirs:

We understand that Lac Minerals Ltd. (“Lac Minerals™), Little Long Lac Gold Mines Limited (“Little Long Lac™),
Lake Shore Mines, Limited (“Lake Shore™) and Wright-Hargreaves Mines, Limited (“Wright”), (the “Amalgamating
Corporations™) propose to amalgamate under the provisions of the Business Corporations Act, 1982 (Ontario) con-
tinuing as one corporation (the “Amalgamated Corporation”). We understand that the effect of the proposed amalgam-
ation (the “Amalgamation™) will be that:
(a) each common shareholder of Lac Minerals will receive 1.0 common share of the Amalgamated Corporation
for each common share of Lac Minerals;
(b) each common shareholder of Little Long Lac will receive 2.377 common shares of the Amalgamated
Corporation for each common share of Little Long Lac;
(c) each common shareholder of Lake Shore will receive 2.871 common shares of the Amalgamated Corporation
for each common share of Lake Shore; and
(d) each common shareholder of Wright will receive 0.498 common shares of the Amalgamated Corporation for
each common share of Wright.

In connection with the Amalgamation, you have requested our opinion as to whether the conversion ratios in the
Amalgamation are fair to the shareholders of each of the Amalgamating Corporations from a financial point of view.

In forming our opinion, we have reviewed, among other things, the financial position of the Amalgamating Cor-
porations, had consultations with and made inquiries of senior management thereof, reviewed the Registration State-
ment, Prospectus and Joint Proxy Statement of the Amalgamating Corporations pertaining to the Amalgamation (the
“Registration Statement, Prospectus and Joint Proxy Statement”) and conducted such other investigations as we
determined appropriate or necessary in the circumstances.

We have relied upon publicly available information relating to the Amalgamating Corporations and their respective
financial positions, on the information contained in the Registration Statement, Prospectus and Joint Proxy Statement
and on other information and material provided to us by, and through discussions with, the management of the
Amalgamating Corporations. We have not independently verified the accuracy or completeness of any of the foregoing
information or data, including, without limitation, the information contained in the Registration Statement, Prospectus
and Joint Proxy Statement. We have not independently verified the legal effectiveness of the Amalgamation nor the
income tax consequences resulting therefrom and have relied upon the description of such matters in the Registration
Statement, Prospectus and Joint Proxy Statement being complete and accurate in all material respects.

Based upon our analysis and subject to the foregoing limitations, we are of the opinion at the date hereof that the
conversion ratios in the Amalgamation are fair to the shareholders of the Amalgamating Corporations from a financial
point of view.

Yours very truly,
WOOD GUNDY INC.

/s/ R. D. FALCONER

R. D. Falconer
Vice-President and Director

By
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LAC Minerals Ltd.
BY-LAW NO. 1

A by-law relating generally to the conduct of the affairs of the Corporation.

INTERPRETATION

1. In this by-law and all other by-laws of the Corporation, unless the context otherwise specifies or requires:

(a) “Act” means the Business Corporations Act, 5.0. 1982, c. 4 as from time to time amended and every statute
that may be substituted therefor and, in the case of such substitution, any references in the by-laws of the
Corporation to provisions of the Act shall be read as references to the substituted provisions therefor in the
new statute or statutes;

(b) “Regulations” means the Regulations made under the Act as from time to time amended and every regulation
that may be substituted therefor and, in the case of such substitution, any references in the by-laws of the
Corporation to provisions of the Regulations shall be read as references to the substituted provisions therefor
in the new regulations;

(c) “by-law” means any by-law of the Corporation from time to time in force and effect;

(d) all terms which are contained in the by-laws of the Corporation and which are defined in the Act or the
Regulations shall have the meanings given to such terms in the Act or the Regulations; and

(e) the singular shall include the plural and the plural shall include the singular; the masculine shall include the
feminine; and the word “person™ shall include bodies corporate, corporations, companies, partnerships,
syndicates, trusts and any number or aggregate of persons.

SEAL

2. The Corporation may but need not have a corporate seal. Any corporate seal adopted for the Corporation shall be
such as the board of directors may by resolution from time to time approve.

MEETINGS OF DIRECTORS

3. Place of Meeting. Meetings of the board of directors and of the committee of directors, if any, may be held within
or outside Ontario and in any financial year of the Corporation a majority of the meetings of the board of directors need
not be held at a place within Canada.

4. Notice. A meeting of directors may be convened by the President if he is a director, a Vice-President who is a
director or the board of directors at any time and the Secretary, when directed or authorized by any of such officers or
the board of directors, shall convene a meeting of directors. Subject to subsection 126(8) of the Act the notice of any
such meeting need not specify the purpose of or the business to be transacted at the meeting. Notice of any such meeting
shall be served in the manner specified in paragraph 21 of this by-law not less than two days (exclusive of the day on
which the notice is delivered or sent but inclusive of the day for which notice is given) before the meeting is to take
place; provided always that a director may in any manner and at any time waive notice of a meeting of directors and
attendance of a director at a meeting of directors shall constitute a waiver of notice of the meeting except where a
director attends a meeting for the express purpose of objecting to the transaction of any business on the grounds that
the meeting is not lawfully called.

If the first meeting of the board of directors following the election of directors by the shareholders is held
immediately thereafter, then for such meeting or for a meeting of the board of directors at which a director is appointed
to fill a vacancy in the board, no notice shall be necessary to the newly elected or appointed directors or director in order
to legally constitute the meeting, provided that a quorum of the directors is present.

5. Quorum. Two-fifths (%) of the directors shall form a quorum for the transaction of business and, notwithstanding
any vacancy among the directors, a quorum of directors may exercise all the powers of directors. No business shall be
transacted at a meeting of directors unless a quorum of the board is present and, except as otherwise permitted by the
Act, a majority of directors present are resident Canadians.
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6. Chairman and Voting. If he is a director, the President shall, when present, preside at all meetings of the
directors. If the President is not a director or is absent from any meeting, a director designated by the board of directors
or by the directors present at the meeting shall preside at such meeting.

Questions arising at any meeting of the board of directors shall be decided by a majority of votes. In case of an
equality of votes the chairman of the meeting in addition to his original vote shall have a second or casting vote.

SUBMISSION OF CONTRACTS OR TRANSACTIONS TO
SHAREHOLDERS FOR APPROVAL

7. The board of directors in its discretion may submit any contract, act or transaction for approval or ratification at
any annual meeting of the shareholders or at any special meeting of the sharcholders called for the purpose of
considering the same and, subject to the provisions of section 132 of the Act, any such contract, act or transaction that
shall be approved or ratified or confirmed by a resolution passed by a majority of the votes cast at any such meeting
(unless any different or additional requirement is imposed by the Act or by the Corporation’s articles or any other
by-law) shall be as valid and as binding upon the Corporation and upon all the shareholders as though it had been
approved, ratified or confirmed by every shareholder of the Corporation.

FOR THE PROTECTION OF DIRECTORS AND OFFICERS

8. Interests of Directors. In supplement of and not by way of limitation upon any rights conferred upon directors
by section 132 of the Act, it is declared that no director shall be disqualified by his office from, or vacate his office by
reason of, holding any office or place of profit under the Corporation or under any body corporate in which the
Corporation shall be a shareholder or by reason of being otherwise in any way directly or indirectly interested or
contracting with the Corporation either as vendor, purchaser or otherwise or being concerned in any contract or
arrangement made or proposed to be entered into with the Corporation in which he is in any way directly or indirectly
interested either as vendor, purchaser or otherwise nor shall any director be liable to account to the Corporation or any
of its shareholders or creditors for any profit arising from any such office or place of profit; and, subject to the
provisions of section 132 of the Act, no contract or arrangement entered into by or on behalf of the Corporation in
which any director shall be in any way directly or indirectly interested shall be avoided or voidable and no director shall
be liable to account to the Corporation or any of its shareholders or creditors for any profit realized by or from any such
contract or arrangement by reason of any fiduciary relationship. Notwithstanding the provisions of the Act, every
director and officer shall declare any material interest in respect of a material transaction, material contract, proposed
material contract or proposed material transaction with the Corporation or an affiliate of the Corporation in which such
director or officer is in any way directly or indirectly interested and any director shall refrain from voting in respect of
such contract, proposed contract or transaction.

9. Liability of Directors. Except as otherwise provided in the Act, no director or officer for the time being of the
Corporation shall be liable for the acts, receipts, neglects or defaults of any other director or officer or employee or for
joining in any receipt or act for conformity or for any loss, damage or expense happening to the Corporation through
the insufficiency or deficiency of title to any property acquired by the Corporation or for or on behalf of the Corporation
or for the insufficiency or deficiency of any security in or upon which any of the moneys of or belonging to the
Corporation shall be placed out or invested or for any loss or damage arising from the bankruptcy, insolvency or
tortious act of any person, firm or corporation including any person, firm or corporation with whom or which any
moneys, securities or effects shall be lodged or deposited or for any loss, conversion, misapplication or misap-
propriation of or any damage resulting from any dealings with any moneys, securities or other assets belonging to the
Corporation or for any other loss, damage or misfortune whatever which may happen in the execution of the duties of
his respective office or trust or in relation thereto unless the same shall happen by or through his failure to exercise the
powers and to discharge the duties of his office honestly and in good faith with a view to the best interests of the
Corporation and in connection therewith to exercise the care, diligence and skill that a reasonably prudent person would
exercise in comparable circumstances. The directors for the time being of the Corporation shall not be under any duty
or responsibility in respect of any contract, act or transaction whether or not made, done or entered into in the name
or on behalf of the Corporation, except such as shall have been submitted to and authorized or approved by the board
of directors. If any director or officer of the Corporation shall be employed by or shall perform services for the
Corporation otherwise than as a director or officer or shall be a member of a firm or a shareholder, director or officer
of a company which is employed by or performs services for the Corporation, the fact of his being a director or officer
of the Corporation shall not disentitle such director or officer or such firm or company, as the case may be, from
receiving proper remuneration for such services.
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INDEMNITIES TO DIRECTORS AND OFFICERS

10. Subject to the provisions of section 136 of the Act, the Corporation shall indemnify a director or officer, a former
director or officer, or a person who acts or acted at the Corporation’s request as a director or officer of a body corporate
of which the Corporation is or was a shareholder or creditor, and his heirs and legal representatives against all costs,
charges and expenses, including an amount paid to settle an action or satisfy a judgment, reasonably incurred by him
in respect of any civil, criminal or administrative action or proceeding to which he is made a party by reason of being
or having been a director or officer of the Corporation or such body corporate, if (a) he acted honestly and in good faith
with a view to the best interests of the Corporation; and (b) in the case of a criminal or administrative action or
proceeding that is enforced by a monetary penalty, he had reasonable grounds for believing that his conduct was lawful.
The Corporation shall also indemnify any such person in such other circumstances as the Act or law permits or requires.
Nothing in this by-law shall limit the right of any person entitled to indemnity to claim indemnity apart from the
provisions of this by-law to the extent permitted by the Act or law.

SHAREHOLDERS’ MEETINGS

11. Annual Meeting. Subject to the provisions of section 94 of the Act, the annual meeting of the shareholders shall
be held on such day in each year and at such time as the directors may by resolution determine and shall be held at any
place in or outside Ontario as the directors determine or, in the absence of such determination, at the place where the
registered office of the Corporation is located.

12. Special Meetings. Special meetings of the shareholders may be convened by order of the President if he is a
director, a Vice-President who is a director or by the board of directors at any date and time and shall be held at any
place in or outside Ontario as the directors determine or, in the absence of such determination, at the place where the
registered office of the Corporation is located.

13. Notice.

(a) Subiject to the provisions of subparagraph (b) hereof, a printed, written or typewritten notice stating the day,
hour and place of an annual meeting or any special meeting shall be given by serving such notice on each
shareholder entitled to vote at such meeting, on each director and on the auditor of the Corporation in the
manner specified in paragraph 21 of this by-law, not less than twenty-one days but not more than fifty days
(in each case, subject to clause 1(1)13 of the Act, exclusive of the day on which the notice is delivered or sent
and of the day for which notice is given) before the date of the meeting.

(b) Notwithstanding the provisions of subparagraph (a) hereof, a printed, written or typewritten notice stating the
day, hour and place of any meeting requisitioned by the holders of not less than 5 percent of the issued shares
of the Corporation that carry the right to vote at a requisitioned meeting shall be given by serving such notice
on each shareholder entitled to vote at such meeting, on each director and on the auditor of the Corporation
in the manner specified in paragraph 21 of this by-law, not less than forty days but not more than fifty days
(in each case, subject to clause 1(1) 13 of the Act, exclusive of the day on which the notice is delivered or
sent and of the day for which notice is given) before the date of the meeting.

14. Omission of Notice. The accidental omission to give notice of any meeting or any irregularity in the notice of
any meeting or the non-receipt of any notice by any shareholder or shareholders, director or directors or the auditor of
the Corporation shall not invalidate any resolution passed or any proceedings taken at any meeting of shareholders.

15. Chairman. If he is a director, the President shall, when present, preside at all meetings of the shareholders. In
the event that the President is absent or is not a director, the persons who are present and entitled to vote shall choose
another director as chairman of the meeting and if no director is present or if all the directors present decline to take
the chair then the persons who are present and entitled to vote shall choose one of their number to be chairman.

16. Votes. Every question submitted to any meeting of shareholders shall be decided in the first instance by a show
of hands unless a person entitled to vote at the meeting has demanded a ballot and in the case of an equality of votes
the chairman of the meeting shall both on a show of hands and on a ballot have a second or casting vote in addition
to the vote or votes to which he may be otherwise entitled.

At any meeting unless a ballot is demanded a declaration by the chairman of the meeting that a resolution has been
carried or carried unanimously or by a particular majority or lost or not carried by a particular majority shall be
conclusive evidence of the fact.
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A ballot may be demanded either before or after any vote by show of hands by any person entitled to vote at the
meeting. If at any meeting a ballot is demanded on the election of a chairman or on the question of adjournment it shall
be taken forthwith without adjournment. If at any meeting a ballot is demanded on any other question or as to the
election of directors, the vote shall be taken by ballot in such manner and either at once, later in the meeting or after
adjournment as the chairman of the meeting directs. The result of a ballot shall be deemed to be the resolution of the
meeting at which the ballot was demanded. A demand for a ballot may be withdrawn.

Where two or more persons hold the same share or shares jointly one of those holders present at a meeting of
shareholders may, in the absence of the other or others, vote the share or shares but if two or more of those persons
who are present, in person or by proxy, vote, they shall vote as one on the share or shares jointly held by them.

17.  Proxies. The directors may from time to time make regulations regarding the lodging of proxies at some place
or places other than the place at which a meeting or adjourned meeting of shareholders is to be held and for particulars
of such proxies to be cabled or telegraphed or sent by telex or in writing before the meeting or adjourned meeting to
the Corporation or any agent of the Corporation for the purpose of receiving such particulars and providing that proxies
so lodged may be voted upon as though the proxies themselves were produced at the meeting or adjourned meeting and
votes given in accordance with such regulations shall be valid and shall be counted. The chairman of any meeting of
shareholders may, subject to any regulations made as aforesaid, in his discretion accept telegraphic or cable or telex or
written communication as to the authority of any person claiming to vote on behalf of and to represent a shareholder
notwithstanding that no proxy conferring such authority has been lodged with the Corporation, and any votes given in
accordance with such telegraphic or cable or telex or written communication accepted by the chairman of the meeting
shall be valid and shall be counted.

18. Adjournment. The chairman of any meeting may with the consent of the meeting adjourn the same from time
to time to a fixed time and place and no notice of such adjournment need be given to the shareholders unless the meeting
is adjourned by one or more adjournments for an aggregate of thirty days or more in which case subject to subsection
96(4) of the Act notice of the adjourned meeting shall be given as for an original meeting. Any business may be brought
before or dealt with at any adjourned meeting for which no notice is required which might have been brought before
or dealt with at the original meeting in accordance with the notice calling the same.

19.  Quorum.

(a) Subject to the provisions of subparagraph (b) hereof, a quorum at any meeting of shareholders (unless a
greater number of persons are required to be present or a greater number of shares are required to be
represented by the Act or by the articles or any other by-law) shall be persons present not being less than two
in number and holding or representing not less than twenty per cent of the total number of the issued shares
of the Corporation for the time being enjoying voting rights at such meeting.

(b) Notwithstanding the provisions of subparagraph (a) hereof, where at any meeting of sharcholders, the
shareholders are asked to consider and vote on any of
(i) the removal of any director or directors of the Corporation from office;

(i) the election or appointment of any person as a director of the Corporation not recommended by a
majority of the directors then in office;

(iii) the adding to the qualifications of a person to be a director of the Corporation;

(iv) any confirmation of any by-law or resolution amending, repealing, replacing or otherwise dealing with
any of the matters provided for in this paragraph 19; or

(v) any amendment to the articles of the Corporation which in any manner amends, repeals or otherwise
relates to or deals with any of the provisions of this paragraph 19;

the quorum with respect to such matters only (unless a greater number of persons are required to be present
or a greater number of shares are required to be represented by the Act or by the articles or any other by-law)
shall be persons present not being less than two in number and holding or representing not less than
seventy-five per cent of the total number of the issued shares of the Corporation for the time being enjoying
voting rights at such meeting.

(¢) No business shall be transacted at any meeting unless the requisite quorum be present at the time of the
transaction of such business. If a quorum is not present at the time appointed for a meeting of shareholders
or within such reasonable time thereafter as the shareholders present may determine, the persons present and
entitled to vote may adjourn the meeting to a fixed time and place but may not transact any other business
and the provisions of paragraph 18 with regard to notice shall apply to such adjournment,
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SHARES

20. Certificates.  Share certificates and the form of stock transfer power on the reverse side thereof shall (subject to
section 56 of the Act) be in such form as the board of directors may by resolution approve and such certificates shall
be signed by the President or a Vice-President and the Secretary or an Assistant Secretary holding office at the time of
signing.

The signature of the President or a Vice-President may be printed, engraved, lithographed or otherwise mechan-
ically reproduced upon certificates for shares of the Corporation. Certificates so signed shall be deemed to have been
manually signed by the President or the Vice-President whose signature is so printed, engraved, lithographed or
otherwise mechanically reproduced thereon and shall be as valid for all intents and purposes as if they had been signed
manually. Where the Corporation has appointed a registrar, transfer agent or branch transfer agent or other authen-
ticating agent for the shares (or for the shares of any class or classes) of the Corporation the signature of the Secretary
or Assistant Secretary may also be printed, engraved, lithographed or otherwise mechanically reproduced on certifi-
cates representing the shares (or the shares of the class or classes in respect of which any such appointment has been
made) of the Corporation and when countersigned by or on behalf of a registrar, transfer agent, branch transfer agent
or other authenticating agent such certificates so signed shall be as valid for all intents and purposes as if they had been
signed manually. A share certificate containing the signature of a person which is printed, engraved, lithographed or
otherwise mechanically reproduced thereon may be issued notwithstanding that the person has ceased to be an officer
of the Corporation and shall be as valid as if he were an officer at the date of its issue.

NOTICES

21. Service. Any notice or other document required by the Act, the Regulations, the articles or the by-laws to be
sent to any shareholder or director or to the auditor shall be delivered personally or sent by prepaid mail or by telegram
or cable or telex to any such shareholder at his latest address as shown in the records of the Corporation or its transfer
agent and to any such director at his latest address as shown in the records of the Corporation or the most recent notice
filed under the Corporations Information Act, whichever is the most current and to the auditor at his business address;
provided always that notice may be waived or the time for the notice may be waived or abridged at any time with the
consent in writing of the person entitled thereto. If a notice or document is sent to a shareholder by prepaid mail in
accordance with this paragraph and the notice or document is returned on three consecutive occasions because the
shareholder cannot be found, it shall not be necessary to send any further notices or documents to the shareholder until
he informs the Corporation in writing of his new address.

22. Shares Registered in More Than One Name.  All notices or other documents with respect to any shares registered
in more than one name shall be given to whichever of such persons is named first in the records of the Corporation and
any notice or other document so given shall be sufficiently given to all the holders of such shares.

23. Persons Becoming Entitled by Operation of Law.  Subject to section 67 of the Act every person who by operation
of law, transfer or any other means whatsoever shall become entitled to any share or shares shall be bound by every
notice or other document in respect of such share or shares which, previous to his name and address being entered in
the records of the Corporation, shall be duly given to the person or persons from whom he derives his title to such share
or shares.

24. Deceased Shareholders. Subject to section 67 of the Act any notice or other document delivered or sent by post,
telegram or telex or left at the address of any sharcholder as the same appears in the records of the Corporation shall,
notwithstanding that such shareholder be then deceased, and whether or not the Corporation has notice of his decease,
be deemed to have been duly served in respect of the shares held by such shareholder (whether held solely or with any
other person or persons) until some other person be entered in his stead in the records of the Corporation as the holder
or one of the holders thereof and such service shall for all purposes be deemed a sufficient service of such notice or
document on his heirs, executors or administrators and on all persons, if any, interested through him or with him in such
shares.

25. Signature to Notices. The signature of any director or officer of the Corporation to any notice or document to
be given by the Corporation may be written, stamped, typewritten or printed or partly written, stamped, typewritten
or printed.

26. Computation of Time. Where a given number of days’ notice or notice extending over a period is required to be
given under any provisions of the articles or by-laws of the Corporation the day of service or posting of the notice or
document shall not, unless it is otherwise provided, be counted in such number of days or other period.

5
A-18



27. Proof of Service. With respect to every notice or other document sent by post it shall be sufficient to prove that
the envelope or wrapper containing the notice or other document was properly addressed as provided in paragraph 21
of this by-law and put into a Post Office or into a letter box. A certificate of an officer of the Corporation in office at
the time of the making of the certificate or of a transfer officer of any transfer agent or branch transfer agent of shares
of any class of the Corporation as to facts in relation to the sending or delivery of any notice or other document to any
shareholder, director, officer or auditor or publication of any notice or other document shall be conclusive evidence
thereof and shall be binding on every shareholder, director, officer or auditor of the Corporation as the case may be.

CHEQUES, DRAFTS AND NOTES

28.  All cheques, drafts or orders for the payment of money and all notes and acceptances and bills of exchange shall
be signed by such officer or officers or person or persons, whether or not officers of the Corporation, and in such
manner as the board of directors may from time to time designate by resolution.

EXECUTION OF INSTRUMENTS

29. Contracts, documents or instruments in writing requiring the signature of the Corporation may be signed by
(a) any two of the President, a Vice-President, the Secretary and the Treasurer;
(b) any two directors; or
(c) any one of the aforementioned officers together with any one director;

and all contracts, documents and instruments in writing so signed shall be binding upon the Corporation without any
further authorization or formality. The board of directors shall have power from time to time by resolution to appoint
any officer or officers, or any person or persons, on behalf of the Corporation either to sign contracts, documents and
instruments in writing generally or to sign specific contracts, documents or instruments in writing.

The corporate seal of the Corporation, if any, may be affixed to contracts, documents and instruments in writing
signed as aforesaid or by any officer or officers, person or persons, appointed as aforesaid by resolution of the board
of directors but any such contract, document or instrument is not invalid merely because the corporate seal, if any, is
not affixed thereto.

The term “contracts, documents or instruments in writing” as used in this by-law shall include deeds, mortgages,
hypothecs, charges, conveyances, transfers and assignments of property, real or personal, immovable or movable,
agreements, releases, receipts and discharges for the payment of money or other obligations, conveyances, transfers and
assignments of shares, share warrants, stocks, bonds, debentures or other securities and all paper writings.

In particular without limiting the generality of the foregoing

(a) any two of the President, a Vice-President, the Secretary and the Treasurer;
(b) any two directors; or

(c) any one of the aforementioned officers together with any one director;

shall have authority to sell, assign, transfer, exchange, convert or convey any and all shares, stocks, bonds, debentures,
rights, warrants or other securities owned by or registered in the name of the Corporation and to sign and execute (under
the seal of the Corporation or otherwise) all assignments, transfers, conveyances, powers of attorney and other
instruments that may be necessary for the purpose of selling, assigning, transferring, exchanging, converting or
conveying any such shares, stocks, bonds, debentures, rights, warrants or other securities.

The signature or signatures of the President, a Vice-President, the Secretary, the Treasurer, or any director or
directors of the Corporation and/or of any other officer or officers, person or persons, appointed as aforesaid by
resolution of the board of directors may, if specifically authorized by resolution of the directors, be printed, engraved,
lithographed or otherwise mechanically reproduced upon any contracts, documents or instruments in writing or bonds,
debentures or other securities of the Corporation executed or issued by or on behalf of the Corporation and all contracts,
documents or instruments in writing or bonds, debentures or other securities of the Corporation on which the signature
or signatures of any one or more of the foregoing officers or directors or the officers or persons authorized as aforesaid
shall be so reproduced pursuant to special authorization by resolution of the directors shall be deemed to have been
manually signed by each such officer, director or person whose signature is so reproduced and shall be as valid to all
intents and purposes as if they had been signed manually and notwithstanding that any such officer, director or person
whose signature is so reproduced may have ceased to hold office at the date of the delivery or issue of such contracts,
documents or instruments in writing or bonds, debentures or other securities of the Corporation.
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FINANCIAL YEAR

30. The financial year of the Corporation shall terminate on such date in each year as the directors may from time to
time by resolution determine.

ENACTED this 24th day of July, 1985.

President Secretary
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LAC MINERALS LTD.

BY-LAW NO. 2

A by-law respecting the borrowing of money by the Corporation.
1. In addition to, and without limiting such other powers which the Corporation may by law possess, the directors of
the Corporation may, without authorization of the shareholders,

(a) borrow money upon the credit of the Corporation;

(b) issue, reissue, sell or pledge debt obligations of the Corporation; and

(c) mortgage, hypothecate, pledge or otherwise create a security interest in all or any property of the Cor-

poration, owned or subsequently acquired, to secure any obligation of the Corporation.

The words “debt obligation” as used in this paragraph mean a bond, debenture, note or other similar obligation
or guarantee of such an obligation of the Corporation, whether secured or unsecured.

2. The directors may from time to time by resolution delegate the powers conferred on them by paragraph 1 of this
by-law to a director, a committee of directors or an officer of the Corporation.

3. The powers hereby conferred shall be deemed to be in supplement of and not in substitution for any powers to
borrow money for the purposes of the Corporation possessed by its directors or officers independently of a borrowing
by-law.

ENACTED this 24th day of July, 1985.

President Secretary
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APPENDIX 6

RIGHT OF DISSENT

A holder of Lac Minerals common shares, Little Long Lac shares, Lake Shore shares or Wright shares (each of
which is hereinafter referred to as “Shares™) who has sent a written objection (“Notice of Dissent™) to Lac Minerals,
Little Long Lac, Lake Shore or Wright, as the case may be (each of which is hereinafter referred to as a “Corporation™),
no later than the termination of the Lac Minerals Meeting, the Little Long Lac Meeting, the Lake Shore Meeting or the
Wright Meeting, respectively, and who has not voted for the special resolution of the shareholders of such corporations
set out in Appendix 7 hereto (the “Special Resolution”) may exercise his right of dissent by conforming to the
procedures set forth in section 184 of the Business Corporations Act, 1982 (the *Ontario Act”). The provisions of
section 184 are summarized below.

Within ten (10) days following the adoption of the Special Resolution by shareholders, the Corporation is required
to notify in writing each holder of Shares (a “Dissenting Shareholder™) who has duly filed a Notice of Dissent and has
neither voted for the Special Resolution nor withdrawn his objection that the Special Resolution has been adopted. A
Dissenting Shareholder must, within twenty (20) days after he receives notice of adoption of the Special Resolution, or,
if he does not receive such notice, within twenty (20) days after he learns that the Special Resolution has been adopted,
send to the Corporation a written notice (the “Demand for Payment™) containing his name and address, the number of
Shares of the Corporation in respect of which he dissents (the “Dissenting Shares”) and a demand for payment of the
fair value of such Dissenting Shares. A Dissenting Shareholder may only send a Demand for Payment in respect of all
Shares held by him. Within thirty (30) days of the sending of his Demand for Payment, the Dissenting Shareholder must
send the certificates representing the Dissenting Shares to the Corporation or to its Transfer Agent. The Corporation or
the Transfer Agent will endorse on the share certificates representing the Dissenting Shares a notice that the holder
thereof is a Dissenting Shareholder and will forthwith return such share certificates to the Dissenting Shareholder. If
the Dissenting Shareholder fails to comply with any of the foregoing requirements he has no right to make a claim under
section 184.

On sending a Demand for Payment to the Corporation, a Dissenting Shareholder ceases to have any rights as a
holder of the Dissenting Shares except the right to be paid the fair value of the Dissenting Shares, unless:

(i) the Dissenting Shareholder withdraws his Demand for Payment before the Corporation makes a written offer
to pay (the “Offer to Pay”),

(ii) the Corporation fails to send an Offer to Pay to the Dissenting Shareholder within the time period hereinafter
specified and the Dissenting Shareholder withdraws his Demand for Payment, or

(iii) the directors of the Corporation revoke the Special Resolution,

in which case the Dissenting Shareholder’s rights as a holder of the Dissenting Shares are reinstated as of the date he
sent the Demand for Payment.

Not later than seven (7) days following the later of the date of the Certificate of Amalgamation giving effect to the
Special Resolution or the date on which the Corporation received a Demand for Payment, the Corporation must send
to each Dissenting Shareholder who has sent a Demand for Payment an Offer to Pay for the Dissenting Shares held by
him in an amount considered by the board of directors of the Corporation to be the fair value thereof accompanied by
a statement showing the manner of determination of such fair value. Every Offer to Pay for Dissenting Shares must be
on the same terms. The amount specified in an Offer to Pay accepted by a Dissenting Shareholder must be paid by the
Corporation within ten (10) days of the acceptance thereof but any Offer to Pay will lapse if the Corporation does not
receive an acceptance thereof within thirty (30) days after making such an Offer to Pay.

If an Offer to Pay is not made by the Corporation or if a Dissenting Shareholder fails to accept an Offer to Pay,
the Corporation may, within fifty (50) days after the date of the Certificate of Amalgamation giving effect to the Special
Resolution or within such further period as the court may allow, apply to the court to fix a fair value for the Dissenting
Shares of any Dissenting Shareholder. If the Corporation fails to so apply to the court, the Dissenting Shareholder may
apply to the court for the same purpose within a further period of twenty (20) days or within such further period as the
court may allow. Any such application shall be made to the High Court of Justice of the Province of Ontario.

A Dissenting Shareholder is not required to give security for costs in any such application to the court and all
Dissenting Shareholders whose Dissenting Shares have not been purchased by the Corporation will be joined as parties
and bound by the decision of the court. If the Corporation fails to make an Offer to Pay within the time period
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hereinbefore specified, the costs of such application are to be borne by the Corporation unless the court otherwise
directs. The Corporation will be required to notify each affected Dissenting Shareholder of the date, place and
consequence of any application and of the rights of a Dissenting Shareholder to appear and be heard in person or by
counsel. Upon such an application to the court, the court may determine whether any person is a Dissenting Shareholder
who should be joined as a party and the court will fix a fair value for the Dissenting Shares of all Dissenting
Shareholders. As well, the court may in its discretion allow a reasonable rate of interest on the amount paid to each
Dissenting Shareholder from the date of the Certificate of Amalgamation giving effect to the Special Resolution until
the date of payment of the amount ordered by the court.

Dissenting Shareholders will not have any other right under the Ontario Act to have their Shares appraised and to
receive the fair value thereof.

The above is only a summary of the dissenting shareholder provisions of the Ontario Act which are technical and
complex. It is suggested that any holder of Shares who wishes to avail himself of such right of dissent seek his own legal
advice as failure to comply strictly with the statutory provisions may prejudice his right of dissent. Holders of Shares
are also recommended to consult with their tax advisors as to the income tax consequences of the exercise of the right
of dissent.
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APPENDIX 7
SPECIAL RESOLUTION APPROVING THE AMALGAMATION

AMALGAMATION
BE IT RESOLVED THAT

1. the amalgamation of Lac Minerals Ltd., Little Long Lac Gold Mines Limited, Lake Shore Mines, Limited,
Wright-Hargreaves Mines, Limited, 529068 Ontario Limited and 573776 Ontario Inc. upon the terms and conditions
set out in the amalgamation agreement (the “Amalgamation Agreement”) dated as of the 24th day of July, 1985, which
Amalgamation Agreement has been submitted to the shareholders of the Corporation, is hereby approved and the said
Amalgamation Agreement is hereby approved and adopted;

2. any officer or director of the Corporation is hereby authorized and directed on behalf of the Corporation to execute
and deliver the Amalgamation Agreement and to execute and deliver to the Director under the Business Corporations
Act, 1982 (Ontario) articles of amalgamation in duplicate and to execute and deliver all such other documents and do
all such acts and things as may be necessary or advisable in connection with the foregoing; and

3. the board of directors of the Corporation is hereby authorized to revoke this special resolution without further
approval of the shareholders of the Corporation at any time prior to the endorsement by the Director under the Business
Corporations Act, 1982 (Ontario) of a certificate of amalgamation.
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APPENDIX 8
LAC EMPLOYEE INCENTIVE PLAN

Part 1 - Introduction:

1.1 Purpose: The purpose of the LAC Employee Incentive Plan (the “Plan™) is to establish a plan to encourage
equity participation in LAC Minerals Ltd. (the “Corporation™) by its employees through the acquisition of common
shares of the Corporation (the “Shares™). The Plan will consist of an employee share purchase plan (the “Share
Purchase Plan”), an employee share option plan (the “Share Option Plan”) and an employee share bonus plan (the
“Share Bonus Plan”) for certain full-time employees of the Corporation.

Part 2 - Share Purchase Plan:

2.1 Participants: Full-time employees of the Corporation (including officers thereof, whether or not directors) who
have been continuously employed by the Corporation or by the Corporation and any predecessor corporation of the
Corporation, in each case, for at least 12 consecutive months may participate in the Share Purchase Plan (the “Share
Purchase Participants”).

For purposes hereof, the term “predecessor corporation™ shall include Lac Minerals Ltd., Lake Shore Mines,
Limited, Little Long Lac Gold Mines Limited and Wright-Hargreaves Mines, Limited. The Employee Incentive Plan
Committee of the Corporation shall have the right, in its absolute discretion, to waive such 12 month period or refuse
any employee or group of employees the right of participation or continued participation in the Share Purchase Plan.

2.2 Election to Participate in the Share Purchase Plan and Participant’s Contribution: Prior to December 1 of
each calendar year, Share Purchase Participants may elect to participate in the Share Purchase Plan in the following
calendar year by delivering to the Corporation a written direction in form and substance satisfactory to the Corporation
authorizing the Corporation to deduct an amount (the “Participant’s Contribution”) from the Share Purchase
Participant’s basic annual salary from the Corporation (before deductions and exclusive of any overtime pay, bonuses
or allowances of any kind whatsoever) (the “Basic Annual Salary”) in 12 equal instalments for the purchase of Shares
pursuant to this Share Purchase Plan.

The Participant’s Contribution shall not exceed 5% of the Share Purchase Participant’s Basic Annual Salary in each
calendar year. No adjustment shall be made to the Participant’s Contribution until the next succeeding calendar year and
then only if a new written direction has been delivered to the Corporation for such calendar year. The Participant’s
Contribution shall be held by the Corporation in trust for the purposes of the Share Purchase Plan.

2.3 Corporation’s Contribution: Immediately prior to the date any Shares are issued to a Share Purchase Par-
ticipant in accordance with Section 2.5, the Corporation will credit the Share Purchase Participant with and thereafter
hold in trust for the Share Purchase Participant an amount (the “Corporation’s Contribution”) equal to 50% of the
Participant’s Contribution then held in trust by the Corporation.

2.4 Aggregate Contribution: The Participant’s Contribution plus the Corporation’s Contribution shall be the
“Aggregate Contribution”. The Corporation shall not be required to segregate the Aggregate Contribution from its own
corporate funds or to pay interest thereon.

2.5 Issue of Shares: On March 31, June 30, September 30 and December 31 in each calendar year, or if any such
day is not a business day then on the next business day immediately thereafter, the Corporation will issue to each Share
Purchase Participant fully paid and non-assessable Shares equal, as nearly as may be, in value to the Aggregate
Contribution held in trust on such date by the Corporation for each such Share Purchase Participant converted into
Shares at the Issue Price on such dates. If such conversion would otherwise result in the issue to a Share Purchase
Participant of a fraction of a Share, the Corporation will issue only such whole Shares as are issuable. “Issue Price”
means the closing price for Shares of the Corporation traded on The Toronto Stock Exchange, or on such other
recognized stock exchange in lieu thereof as the Employee Incentive Plan Committee may hereafter determine, on the
last business day immediately preceding the date of issue on which at least 100 Shares of the Corporation traded on The
Toronto Stock Exchange or on such other recognized exchange in lieu thereof, as the case may be.

The Corporation shall hold any unused balance of the Aggregate Contribution in trust for a Share Purchase
Participant until used in accordance with the Share Purchase Plan.

2.6 Withdrawal from the Share Purchase Plan: In the event that a Share Purchase Participant ceases to be
employed by the Corporation for any reason or in the event of the death of a Share Purchase Participant while
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participating in the Share Purchase Plan, no further purchases of Shares will be made and the Participant’s Contribution
then held in trust by the Corporation for the Share Purchase Participant shall be paid to the Share Purchase Participant
or his estate or successor, as the case may be, and the Corporation’s Contribution then held in trust for the Share
Purchase Participant shall be paid to the Corporation. A Share Purchase Participant shall not be entitled to withdraw
from the Share Purchase Plan under any other circumstances during any calendar year for which he has elected to
participate.

2.7 Termination of the Share Purchase Plan: Termination of the Share Purchase Plan shall not affect the rights
of the Share Purchase Participants to the Shares purchased by them pursuant to the Share Purchase Plan. In the event
of termination of the Share Purchase Plan, the Corporation shall pay to each Share Purchase Participant the Participant’s
Contributions then held in trust by the Corporation for such Share Purchase Participant.

Part 3 - Share Option Plan:

3.1 Optionees: The Employee Incentive Plan Committee of the Corporation may, from time to time, in its dis-
cretion, grant to any officer, salaried employee of the Corporation who is employed on a full-time basis or any
consultant who is retained for a period in excess of two years by the Corporation (the “Optionees”) rights (“options”)
to purchase from the Corporation Shares during such period as the Employee Incentive Plan Committee may in each
case fix, not exceeding five years, and otherwise upon and subject to such terms, conditions, limitations, prohibitions
and restrictions as are herein contained and as the Employee Incentive Plan Committee may from time to time impose
in the option and by any rules or regulations which may be adopted by the Employee Incentive Plan Committee with
respect to the operation or administration of the Share Option Plan.

3.2 Purchase Price: The purchase price of the Shares under options granted under the Share Option Plan from time
to time shall be set by the Employee Incentive Plan Committee in its discretion and may be the Market Price or a price
at or between the Market Price and the maximum discounts from Market Price permissible under the policy statements
and the regulations of any applicable regulatory authority for stock options. Subject to the foregoing limitation, the said
purchase price may differ between options granted under the Share Option Plan.

“Market Price” for the purposes of this Share Option Plan shall be the closing price for Shares of the Corporation
traded on The Toronto Stock Exchange, or on such other recognized stock exchange in lieu thereof as the Employee
Incentive Plan Committee may hereafter determine, on the last business day immediately preceding the date of the grant
of an option on which at least 100 shares of the Corporation traded on The Toronto Stock Exchange or on such other
recognized exchange in lieu thereof, as the case may be.

3.3 Issuances of Shares: If, as and when any Shares have been duly purchased and paid for in cash under the terms
of an option granted under the Share Option Plan and in accordance with the terms of such option and any rules or
regulations adopted by the Employee Incentive Plan Committee in respect thereof, such Shares shall be issued to the
Optionee as fully paid and non-assessable Shares at the price paid therefor. No Optionee shall have any rights as a
shareholder in respect of Shares subject to an option granted to him until such Shares have been paid for in full and
issued to the said Optionee.

3.4 Termination of Employment or Death: No option may be exercised after the employment of an Optionee
ceases with the Corporation except that:

(a) if such employment ceases by reason of total or permanent disability of the Optionee or the death of the
Optionee, any option granted to the Optionee may be exercised in full by the Optionee or by his legal
representatives as if such employment had not ceased provided that all options held by the Optionee or his
legal representatives must be exercised on or before one (1) year after the employment so ceased and thereafter
any portion of any option which remains unexercised shall terminate and be of no force or effect;

(b) if such employment ceases for any other reason, any portion of any option which is exercisable at the time
the Optionee’s employment ceases is terminated immediately and the Optionee shall have no rights or claim
against the Corporation in respect of the options or in respect of any Shares subject to options which have not
been purchased prior to such date pursuant to the option; and

(c) in special circumstances, the Employee Incentive Plan Committee may give its express consent to the
exercise, within three (3) months after the effective date of the Optionee ceasing to be employed by the
Corporation, of any options which are exercisable at the time the Optionee’s employment ceases.
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3.5 Termination of the Stock Option Plan: Termination of the Plan shall not affect the rights of an Optionee
holding an option at the time of the termination without his consent.

Part 4 - Share Bonus Plan:

4.1 Share Bonus Participants: The Employee Incentive Plan Committee of the Corporation may from time to
time, in its discretion, issue for no cash consideration to any full-time salaried employees of the Corporation (including
officers thereof, whether or not directors) (the “Share Bonus Participants™) any number of Shares (subject to Sections
5.5 and 5.6) as a discretionary bonus in consideration of the past services of such Share Bonus Participant to the
Corporation or a predecessor corporation, subject to such terms, conditions, limitations, prohibitions and restrictions
as the Employee Incentive Plan Committee may determine.

Part 5 - General:

5.1 Transferability: All benefits, rights and options accruing to any Share Purchase Participant, Optionee or Share
Bonus Participant (collectively the *““Participants”) in accordance with the terms and conditions of the Plan shall not be
transferable unless specifically provided herein. During the lifetime of a Participant all benefits, rights and options may
only be exercised by the Participant.

5.2 Employment: Nothing contained in the Plan or in any benefit, right or option granted hereunder shall confer
upon any Participant any right with respect to employment or continuance of employment with the Corporation, or
interfere in any way with the right of the Corporation to terminate the Participant’s employment at any time. Par-
ticipation in the Plan by a Participant is voluntary.

5.3 Record Keeping: The Corporation shall maintain a register in which shall be recorded:
(a) the name and address of each Participant;
(b) the Plan in which the Participant participates;
(c) any Participant’s Contributions; and
(d) the number of options granted to an Optionee and the number of options outstanding.

5.4 Necessary Approvals: The Plan and the obligation of the Corporation to issue and deliver any Shares in
accordance with the Plan is subject to the approval of any regulatory authority having jurisdiction over the securities
of the Corporation. If any Shares cannot be issued to any Participant for whatever reason the obligation of the
Corporation to issue such Shares shall terminate and any Participant’s Contribution held in trust for a Participant and
any purchase price paid under an option to the Corporation will be returned to the Participant.

5.5 Employee Incentive Plan Committee: The Employee Incentive Plan Committee shall be a committee of the
Board of Directors of the Corporation comprised entirely of directors who are not, and have not been for at least one
year prior to the date they first became a member of the Committee, eligible to participate in the Share Purchase Plan,
Share Option Plan or Share Bonus Plan.

5.6 Shares: The number of Shares made available for the Share Purchase Plan, Share Option Plan and Share Bonus
Plan, individually and collectively, shall be determined from time to time by the Employee Incentive Plan Committee
but shall not exceed 10% of the total number of issued and outstanding shares on December 31 of the immediately
preceding year or that number of Shares permitted under the rules of any regulatory authority having jurisdiction over
the securities of the Corporation, which ever is the lesser.

5.7 Adjustment in Case of Changes Affecting the Shares:

(a) In the event of a subdivision, consolidation or reclassification of outstanding Shares or other capital adjust-
ment, or the payment of a stock dividend thereon, the number of Shares reserved or authorized to be reserved
under the Plan and the purchase prices thereof shall be increased or reduced proportionately and such other
adjustments shall be made as may be deemed necessary or equitable by the Employee Incentive Plan
Committee;

(b) If the Corporation amalgamates, consolidates with or merges with or into another corporation, any Shares
receivable on the exercise of an option granted under the Share Option Plan shall be converted into the
securities, property or cash which the Optionee would have received upon such amalgamation, consolidation
or merger if the Optionee had exercised his option immediately prior to the record date applicable to such
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amalgamation, consolidation or merger, and the purchase price shall be adjusted appropriately by the
Employee Incentive Plan Committee and such adjustment shall be binding for all purposes of the Share
Option Plan; and

(¢) In the event of a change in the Corporation’s presently authorized Shares which is limited to a change in the
designation thereof, the Shares resulting from any such change shall be deemed to be Shares within the
meaning of this Plan. In the event of any other change affecting the Shares, such adjustment shall be made
as may be deemed equitable by the Employee Incentive Plan Committee to give proper effect to such event.

5.8 Administration and Amendment of the Plan: The Plan will be administered by the Employee Incentive Plan
Committee of the Corporation. The Employee Incentive Plan Committee shall have authority to adopt, amend or
rescind rules and regulations as in its opinion may be advisable or required in the administration or operation of the
Plan. The Employee Incentive Plan Committee shall also have authority to interpret and construe the Plan and the rules,
regulations and documentation utilized under the Plan and may make any and all determinations deemed necessary or
advisable for the administration of the Plan. Any interpretation or construction of any provision of the Plan, the rules,
regulations or documentation utilized under the Plan shall be final and conclusive and binding on the Participants. All
administrative costs of the Plan shall be paid by the Corporation. The senior officers of the Corporation are authorized
and directed to do all things and execute and deliver all instruments, undertakings and applications and writings as they
in their absolute discretion consider necessary for the implementation of the rules and regulations established for
administering the Plan.

The Employee Incentive Plan Committee reserves the right to amend, modify, suspend or terminate the Plan at
any time if and when it is advisable in the absolute discretion of the Committee provided that any amendment which
would (i) materially increase the number of Shares which might be issued under the Plan, (ii) materially increase the
benefits to Participants under the Plan, or (iii) materially modify the requirements as to eligibility for participation in
the Plan shall also be approved by the affirmative votes of the holders of a majority of the Shares present, or
represented, and entitled to vote at a meeting of the holders of the Shares before it becomes effective.

Any amendment to any provision of the Plan shall also be subject to the approval, if required, of any regulatory
body having jurisdiction over the securities of the Corporation.

5.9 No Representation or Warranty: The Corporation makes no representation or warranty as to the future market
value of any Shares issued in accordance with the provisions of the Plan.

5.10 Interpretation: The Plan will be governed by and construed in accordance with the laws of the Province of
Ontario.
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