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A u g u s t  4 t h ,  1 9 7 2  

LANTERN GAS & O I L  LTD. ( N . P . L . )  

P R O S P E C T U S  

R e g i s t e r e d  O f f i c e  
1 6 t h  Floor,  4 0 9  G r a n v i l l e  Street ,  

V a n c o u v e r ,  B r i t i s h  Columbia 

NO S E C U R I T I E S  COMMISSION OR S I M I L A R  AUTHORITY I N  CANADA HAS 
I N  ANY WAY PASSED UPON THE MERITS  O F  THE S E C U R I T I E S  OFFERED 
HEREUNDER AND ANY REPRESENTATION TO THE CONTRARY I S  AN OFFENCE. 

P u r s u a n t  t o  t h i s  P r o s p e c t u s  3 1 2 , 5 0 0  shares are 
be ing  o f fe red  t o  t h e  p u b l i c  by w a y  of p r i m a r y  d i s t r i b u t i o n .  

P R I C E  TO P U B L I C  COMMISSION PROCEEDS TO 
I S S U E R  

P e r  Share 2 0 C  per  share 5C pe r  share 15C p e r  share 

T o t a l  

THE MINERAL CLAIMS REFERRED TO I N  T H I S  PROSPECTUS HAVE NOT BEEN 
SURVEYED AND THEREFORE, I N  ACCORDANCE WITH THE MINING LAWS O F  
B R I T I S H  COLUMBIA, THE EXISTENCE O F  AND THE AREA O F  SUCH MINERAL 
CLAIMS COULD BE I N  DOUBT. 

THERE I S  NO E X I S T I N G  MARKET FOR THE S E C U R I T I E S  O F  THE COMPANY. 

O F  THE SHARES I S S U E D  AND TO BE I S S U E D  UPON COMPLETION O F  T H I S  
OFFERING,  1 8 . 2 %  ARE B E I N G  OFFERED TO THE P U B L I C  AND 5 0 0 6 %  WERE 
I S S U E D  FOR CASH AND PROPERTY TO,  AND ARE B E N E F I C I A L L Y  OWNED BY, 
THE PROMOTORS, DIRECTORS AND O F F I C E R S .  

EXPLORATION O F  THE COMPANY'S PETROLEUM AND NATURAL GAS LEASES 
HAS NOT YET PROGRESSED S U F F I C I E N T L Y  TO E S T A B L I S H  CONCLUSIVELY 
WHETHER OR NOT ANY O I L  AND/OR GAS E X I S T S .  ESTIMATES O F  P O S S I B L E  
RESERVES CONTAINED I N  THE REPORT O F  C. H. R IDDELL,  P .  GEOL. , 
ATTACHED TO T H I S  PROSPECTUS HAVE BEEN BASED ON ASSUMPTION O F  
RESERVOIR CONDITIONS I N  FORMATIONS I N  WHICH RESERVES HAVE NOT 
BEEN ESTABLISHED.  CONSEQUENTLY, A PURCHASE OF  THE S E C U R I T I E S  
OFFERED BY T H I S  PROSPECTUS MUST BE CONSIDERED A SPECULATION.  

T H I S  PROSPECTUS I S  NOT, AND UNDER NO CIRCUMSTANCES I S  TO BE 
CONSTRUED, A S  A P U B L I C  OFFERING O F  ANY O F  THE S E C U R I T I E S  OFFERED 
HEREBY FOR SALE I N  THE UNITED STATES O F  AMERICA OR I N  THE 
T E R R I T O R I E S  OR P O S S E S S I O N S  THEREOF. 
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THE COMPANY 

Lante rn  Gas & O i l  L td .  (N.P.L.  ) ( h e r e i n a f t e r  
r e f e r r e d  t o  a s  t h e  "Company") was i n c o r p o r a t e d  on August 30, 
1971 as a  p r i v a t e  company under  t h e  laws o f  t h e  Prov ince  o f  
B r i t i s h  Columbia by Memorandum o f  A s s o c i a t i o n .  By S p e c i a l  
Reso lu t i on  d a t e d  September 1 4 ,  1971 and C e r t i f i c a t e  
of  Conversion d a t e d  J u l y  12 ,  1972 i s s u e d  by t h e  
R e g i s t r a r  o f  Companies o f  B r i t i s h  Columbia t h e  Company was 
conve r t ed  t o  a  p u b l i c  company a s  o f  t h e  l a t t e r  d a t e .  The 
r e g i s t e r e d  o f f i c e  of  t h e  Company i s  1 6 t h  F l o o r ,  409 G r a n v i l l e  
S t r e e t ,  Vancouver, B r i t i s h  Columbia and t h e  head o f f i c e  of 
t h e  Company i s  704-525 Seymour S t r e e t ,  Vancouver, B r i t i s h  
Columbia. 

PLAN OF DISTRIBUTION 

The s h a r e s  b e i n g  o f f e r e d  by t h i s  P ro spec tu s  
a r e  t o  be  o f f e r e d  t o  t h e  p u b l i c  by t h e  Company (1) through 
t h e  f a c i l i t i e s  o f  r e g i s t e r e d  b r o k e r s  o r  r e g i s t e r e d  b roker -  
d e a l e r s  on an  agency ( " b e s t  e f f o r t s " )  b a s i s .  Such b r o k e r s  
o r  b r o k e r - d e a l e r s  a r e  r e q u i r e d  t o  t a k e  up and pay f o r  on ly  
such s e c u r i t i e s  a s  they  may s e l l  t o  t h e  p u b l i c ;  ( 2 )  by 
r e g i s t e r e d  sa lesmen employed by t h e  Company. 

USE OF PROCEEDS 

The n e t  p roceeds  from t h e  o f f e r i n g  on t h e  
b a s i s  o f  a l l  t h e  s h a r e s  b e i n g  s o l d  i s  e s t i m a t e d  t o  be  
$46,875.00 and i t  i s  proposed t h a t  t h e  sum w i l l  be  expended 
by t h e  Company a s  fo l lows :  

1. To pay t h e  a n t i c i p a t e d  c o s t  o f  
Phases  I and I1 of  e x p l o r a t i o n  and development 
work on 16 m i n e r a l  claims a s  recommended by 
S. S.  Tan, B.Sc., F.G.A.C., i n  h i s  r e p o r t  d a t e d  
September 28,  1971,  a  copy o f  which i s  a t t a c h e d  
t o  and forms a  p a r t  of  t h i s  P ro spec tu s  ( he r e in -  
a f t e r  c a l l e d  t h e  "Tan Repor t " )  

2. Reserve f o r  g e n e r a l  admin i s t r a -  
t i o n  and head o f f i c e  expenses ,  l e g a l ,  a u d i t ,  
and p r o f e s s i o n a l  and o t h e r  m i sce l l aneous  c o s t s  
and f o r  a l l  c o n t i n g e n c i e s  and f o r  f u r t h e r  
p r o s p e c t i n g  and examina t ion  o f  p r o p e r t i e s ,  
i n c l u d i n g  r e n t a l s  p a i d  on t h e  Company's b e h a l f  
by Core Management Ltd .  

I f  less t h a n  t h e  t o t a l  n e t  p roceeds  from t h e  
o f f e r i n g  i s  r e a l i z e d  t h e  Company w i l l  expend t h a t  p o r t i o n  r e a l i z e d  
t o  commence t h e  e x p l o r a t i o n  and development o f  t h e  16 m i n e r a l  
claims. 



No p a r t  o f  t h e  p roceeds  d e r i v e d  from t h i s  
i s s u e  of  s h a r e s  w i l l  be  used t o  i n v e s t ,  unde rwr i t e ,  o r  t r a d e  
i n  s e c u r i t i e s  o t h e r  t h a n  t h o s e  t h a t  q u a l i f y  as i nves tmen t s  
i n  which t r u s t  funds  may be  i n v e s t e d  under  t h e  laws o f  t h e  
j u r i s d i c t i o n s  i n  which t h e  s e c u r i t i e s  o f f e r e d  by t h i s  
P rospec tus  may l a w f u l l y  be s o l d .  Should  t h e  Company propose  
t o  use  t h e  p roceeds  t o  a c q u i r e  n o n - t r u s t e e  t ype  s e c u r i t i e s  
a f t e r  t h e  i n i t i a l  d i s t r i b u t i o n  of  t h e  s e c u r i t i e s  o f f e r e d  by 
t h i s  P ro spec tu s ,  app rova l  by t h e  s h a r e h o l d e r s  must f i r s t  be  o b t a i n e d  
and p r i o r  d i s c l o s u r e  made t o  t h e  r e g u l a t o r y  s e c u r i t i e s  b o d i e s  hav ing  
j u r i s d i c t i o n  o v e r  t h e  s a l e  o f  t h e  s e c u r i t i e s  o f f e r e d  by t h i s  
P ro spec tu s .  

INTRODUCTORY STATEMENT 

The Company owns 16 l o c a t e d  m i n e r a l  c l a ims  
s i t u a t e  approximate ly  15 m i l e s  s o u t h - e a s t  o f  P e n t i c t o n  i n  
t h e  Osoyoos Mining D i v i s i o n  ( h e r e i n a f t e r  c a l l e d  t h e  "Minera l  
Cla ims")  and a  24% i n t e r e s t  i n  9 B r i t i s h  Columbia pe t ro l eum 
and n a t u r a l  gas  leases and a 2.3,465% i n t e r e s t  i n  1 a d d i t i o n a l  
such lease ( excep t  t h e  s p a c i n g  u n i t  upon which t h e  c-25-A w e l l  
i s  l o c a t e d ) ,  l o c a t e d  i n  t h e  Monkman P a s s  a r e a  o f  n o r t h - e a s t e r n  
B r i t i s h  Columbia ( h e r e i n a f t e r  c a l l e d  t h e  "Leases" )  a s  w e l l  a s  
i n  a  farmout agreement w i t h  Q u a s a r  Pe t ro leum Ltd .  D e t a i l s  o f  
t h e  Company's h o l d i n g s  a r e  set  o u t  i n  t h i s  P ro spec tu s  under  
t h e  c a p t i o n  "Business  and P r o p e r t y " .  

The purpose  o f  t h i s  o f f e r i n g  i s  t o  r a i s e  
s u f f i c i e n t  funds t o  e n a b l e  t h e  Company t o  c a r r y  o u r  f u r t h e r  
e x p l o r a t i o n  and development work on t h e  Mine ra l  Claims.  The 
Minera l  Claims must be  c o n s i d e r e d  a raw p r o s p e c t  a s  t h e y  a r e  
w i t h o u t  a  known body o f  commercial o r e .  

BUSINESS AND PROPERTY 

( a )  Bus iness  

The Company was i n c o r p o r a t e d  as a  s p e c i a l l y  
l i m i t e d  company f o r  t h e  purpose  o f  a c q u i r i n g ,  e x p l o r i n g  and 
deve lop ing  m i n e r a l  p r o p e r t i e s  and o i l  and gas  p r o p e r t i e s .  

( b )  P r o p e r t y  

1. The Karen Group 

The Company i s  t h e  r eco rded  and b e n e f i c i a l  
h o l d e r ,  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  t h e  Minera l  A c t  o f  t h e  
Prov ince  o f  B r i t i s h  Columbia o f  t h e  f o l l o w i n g  Minera l  Claims:  



C l a i m  N a m e  Record No. Tag No. E x p i r y  Date 

Karen 1-5 i n c l u -  28602-286C6 900467-70 i n c h -  September 16 ,  1972 
s i v e  i n c l u s i v e  s i v e  

Karen 6-16 i n c l u -  28607-28617 224709-20 i n c h -  September 1 6 ,  1972 
s i v e  i n c l u s i v e  s i v e  

The Company must  r e c o r d  a s s e s s m e n t  work o f  $100.00 
p e r  c l a i m  p e r  y e a r  i n  o r d e r  t o  keep  t h e  M i n e r a l  Claims i n  
good s t a n d i n g .  

The M i n e r a l  Claims w e r e  s t a k e d  by C l a y t o n  S. Powney 
o f  565 M u n i c i p a l  Avenue, P e n t i c t o n ,  B r i t i s h  Columbia. M r .  Powney 
a c q u i r e d  t h e s e  claims f o r  t h e  c o s t  o f  s t a k i n g  them. By a  B i l l  
o f  S a l e  d a t e d  September  1 6 ,  1971,  t h e s e  c l a i m s  w e r e  a c q u i r e d  by 
t h e  Corrpany from M r .  Powney i n  c o n s i d e r a t i o n  o f  t h e  sum o f  $6,000.  

To t h e  knowledge o f  t h e  s i g n a t o r i e s  h e r e t o ,  no 
p e r s o n  h a s  r e c e i v e d  o r  i s  t o  r e c e i v e  from t h e  vendor  o f  t h e  
M i n e r a l  C l a i m s  g r e a t e r  t h a n  a  5 %  i n t e r e s t  i n  c o n s i d e r a t i o n  p a i d  
t h e r e f o r e  t o  it e x c e p t  a s  s t a t e d  above.  

Some work h a s  been  done on t h e  M i n e r a l  C l a i m s  
b u t  t h e r e  are no  r e c o r d s  o f  r e s u l t s  from s u c h  a c t i v i t y .  A p a r t  
from t h i s  a c t i v i t y  t h e r e  i s  no  known h i s t o r y  o f  t h e  M i n e r a l  
Claims.  

There  i s  no s u r f a c e  o r  underground p l a n t  o r  
equipment  on t h e  M i n e r a l  Claims and t h e  Company's e x p l o r a t i o n  
w i l l  b e  d i r e c t e d  t o  a  s e a r c h  f o r  c o p p e r  and t h e  development  
o f  commercial  r e s e r v e s .  

Access t o  t h e  M i n e r a l  Claims i s  by a  p a r t l y  
paved highway f o r  1 3  m i l e s  between P e n t i c t o n  and t h e  
Stemwinder s k i - h i l l  and from t h e r e  by a b r a n c h  g r a v e l  r o a d  
l e a d i n g  t o  t h e  o l d  N i c k e l  P l a t e  mine f o r  an a d d i t i o n a l  3  m i l e s .  

O t h e r  t h a n  t h e  work d e s c r i b e d  above which h a s  
no r e c o r d e d  r e s u l t ,  e x p l o r a t i o n  t o  d a t e  c o n s i s t s  o f  a  
g e o l o g i c a l  e x a m i n a t i o n  and t h e  r e s u l t s  t h e r e o f  are c o n t a i n e d  
i n  t h e  Tan R e p o r t ,  and t h e  Company i n t e n d s  t o  c a r r y  o u t  t h e  
e x p l o r a t i o n  programme recommended i n  t h e  Tan Repor t .  There  
i s  no  known body o f  commercial  o r e  on t h e  M i n e r a l  Claims 
and t h e  p roposed  programme i s  an  e x p l o r a t o r y  s e a r c h  o n l y .  

2. Monkman Pass P r o p e r t y  

A .  The Company h o l d s  i n t e r e s t s  i n  t h e  Leases, 



p a r t i c u l a r s  o f  which are a s  f o l l o w s .  Under an  agreement w i t h  
Core Management Ltd .  d a t e d  September 10 ,  1971 ( h e r e i n a f t e r  
c a l l e d  t h e  "Core Agreement") ,  t h e  Company h a s  a c q u i r e d  a 2.5% 
i n t e r e s t  i n  B r i t i s h  Columbia Pe t ro leum and N a t u r a l  G a s  Leases  
915, 2956, 3932, 4568, 4569, 4570, 5415, and 5416 and a 2.3465% 
i n t e r e s t  i n  B r i t i s h  Columbia Pe t ro leum and N a t u r a l  G a s  Lease 
919, e x c e p t  t h e  s p a c i n g  u n i t  upon which i s  l o c a t e d  t h e  
commercial gas  w e l l  known a s  t h e  Gray O i l  G r i z z l y  PRP NW c-25-A 
W e l l  i n  which t h e  Company ha s  e a rned  a 0.186% i n t e r e s t .  Under 
a f u r t h e r  agreement w i t h  Core Management Ltd .  d a t e d  September 
10,  1971 ( h e r e i n a f t e r  c a l l e d  t h e  "Second Core Agreement") t h e  
Company a c q u i r e d  a 2.5% i n t e r e s t  i n  B r i t i s h  Columbia Pe t ro leum 
and N a t u r a l  Gas Lease 2957. 

The Leases  a r e  l o c a t e d  i n  t h e  Monkman Pas s  a r e a  
o f  B r i t i s h  Columbia, approximate ly  75 m i l e s  south-wes t o f  
Grande P r a i r i e ,  A l b e r t a  and 25 m i l e s  w e s t  o f  t h e  A lbe r t a -  
B r i t i s h  Columbia boundary.  The Leases  have had d r i l l e d  on 
them a t o t a l  o f  7 w e l l s ,  o f  which 2 w e r e  completed as 
commercial gas  w e l l s ,  and 1 w a s '  suspended b u t  is  c a p a b l e  o f  
b e i n g  b rough t  i n t o  p roduc t i on .  A f o u r t h  w e l l  produced ga s  
i n  commercial q u a n t i t i e s  b u t  w a s  abandoned due t o  t e c h n i c a l  
d i f f i c u l t i e s .  None o f  t h e  w e l l s  are u n i t i z e d .  They a r e  
approximate ly  60 m i l e s  from an  e x i s t i n g  p i p e l i n e .  I t  i s  
expec t ed  t h a t  a p i p e l i n e  w i l l  be b u i l t  t o  the Monkman Pas s  
a r e a  b e f o r e  t h e  w e l l s  a r e  p u t  i n t o  p roduc t i on .  

Under an  agreement w i t h  Peace  R ive r  Pe t ro leums  
Ltd . ,  d a t e d  J u l y  23, 1970, Brown B e a r  Pe t ro leums  Ltd .  (N.P.L. ) 
a c q u i r e d  a farmout  o v e r  t h e  Leases and by an  agreement d a t e d  
November 1, 1970, Brown Bear Pet ro leums Ltd .  (N.P.L.) a s s i g n e d  
i t s  i n t e r e s t  t o  Core Management Ltd .  Under t h i s  farmout ,  Core 
Management Ltd .  ag r eed  t o  c a r r y  o u t  a d r i l l i n g  programme on 
Lease 2957 and t o  pay r e n t a l  owing by Peace R ive r  Pe t ro leums  
Ltd .  t o  t h e  Prov ince  o f  B r i t i s h  Columbia on i t s  i n t e r e s t s  i n  
t h e  Leases .  $1,591.77 i s  payab le  by t h e  Company t o  Core Management 
Ltd .  f o r  i t s  s h a r e  o f  lease r e n t a l s .  

The companies which have purchased  o r  w i l l  pu rchase  
i n t e r e s t s  i n  t h e  Leases  and t h e  p r i c e  which t hey  have p a i d  
o r  w i l l  pay t o  Core Management Ltd.  are as fo l l ows :  

N a m e  o f  Company Working E a 'rned Price ( p a i d  o r  
I n t e r e s t *  I n t e r e s t * *  payab le )  t o  Core 

Manaqement Ltd .  

Legend E x p l o r a t i o n s  
Ltd.  (N.P.L.) 

Dalex Mines L td .  
(N.P.L.) 

$ 60.000. - p a i d  

60,000. - p a i d  



W h i t e y  W i l s o n  O i l  
& Gas  Co. L t d .  
(N.P.L.)  

N o r t h e r n  L i g h t s  
M i n e r a l s  L t d .  
(N.P .L. )  

Armada E x p l o r a t i o n s  
L t d .  (N.P .L. )  

Brown B e a r  P e t r o l e u m s  
L t d .  (N.P .L. )  

Un i t ed  F a l c o n  O i l s  
L t d .  (N.P .L. )  

L a n t e r n  G a s  & O i l  
L t d .  (N.P .L. )  

L o r r a i n e  E x p l o r a t i o n s  
L t d .  (N.P.L.)  

H i g h l a n d  C h i e f  Mines 
L t d .  (N.P .L. )  

C o p p e r  P l a t e  M i n e s  
L t d .  (N.P.L.)  

T h a i  A a r o n  D e v e l o p m e n t  
C o r p o r a t i o n  L t d .  
(N.P .L. )  

1 . 5 %  1 8 , 0 0 0 .  - p a i d  

1% 1 2 , 0 0 0 .  - p a i d  

2 . 5 %  3 0 , 0 0 0 .  - p a i d  

1 0 . 5 2 %  1 1 0 , 0 0 0 .  - p a i d  
( 7 5 0 , 0 0 0  e s c r o w  s h a r e s )  

1 0 %  1 3 5 , 0 0 0 .  - p a i d  
( 7 5 0 , 0 0 0  escrow s h a r e s )  

2 . 5 %  3 0 , 0 0 0 .  - p a i d  
( 7 5 0 , 0 0 0  escrow s h a r e s )  

3 . 5 %  8 0 , 0 0 0 .  - p a i d  
( 7 5 0 , 0 0 0  e s c r o w  s h a r e s )  

2 . 5 %  3 0 , 0 0 0 .  - n o t  f u l l y  
p a i d  

2 . 5 %  5 0 , 0 0 0 .  - p a i d  
( 7 5 0 , 0 0 0  e s c r o w  s h a r e s )  

1% 1 2 , 0 0 0 .  - p a i d  

* T h e  p e r c e n t a g e  of d r i l l i n g  costs a n d  lease r e n t a l s  w h i c h  t h e  
company h a s  agreed t o  p a y .  

**  T h e  a p p r o x i m a t e  p e r c e n t a g e  of t h e  i n t e r e s t  t h e  company w i l l  
acquire i n  t h e  leases ( t h e  i n t e r e s t  w h i c h  w i l l  be acquired i n  
L e a s e  #919 w i l l  be less) . 

T h e  s t a t u s  of t h e  L e a s e s ,  w i t h  r e s p e c t  t o  t h e  
d i s t r i b u t i o n  of t h e  in te res ts  of t h e  p a r t i c i p a n t s  a t  t h e  date 



o f  t h i s  P r o s p e c t u s ,  are as f o l l o w s :  

Company N e t  I n d i v i d u a l  
I n t e r e s t  Owned 
I n  L e a s e s  915-  
3932-2956-5415- 
5416-4568-4569-  
4570-2957 

P e a c e  R i v e r  P e t r o l e u m s  
L i m i t e d  1 8 . 0 0 0 0 %  

S k a t  R e s o u r c e s  L t d .  4 .7500  

Brown B e a r  P e t r o l e u m s  
L t d .  (N.P .L. )  1 0 , 5 2 0 0  

United F a l c o n  O i l s  L t d .  
(N.P.L.)  l0:OOOO 

B l a c k l i n e  R e s o u r c e s  
C o r p o r a t i o n  L t d  . ( N  . P . L. ) 9 . 5 0 0 0  

L e g e n d  E x p l o r a t i o n s  L t d .  
(N.P .L. )  5 . 0 0 0 0  

H i - R i d g e  R e s o u r c e s  L t d .  1 . 8 4 0 0  

Noble Mines & O i l s  L t d .  1 . 8 4 0 0  

L o r r a i n e  E x p l o r a t i o n s  
L t d .  (N.P .L. )  3 . 5 0 0 0  

New T a k u  M i n e s  L t d .  (N .P .L . )  1 . 0 0 0 0  

W h i t e y  W i l s o n  O i l  & Gas 
Co. L t d .  (N.P.L.)  3 . 5 0 0 0  

N o r t h e r n  L i g h t s  M i n e r a l s  
L t d .  (N.P.L.)  4 . 0 0 0 0  

R o b i n a  E x p l o r a t i o n s  L t d .  0 . 7 5 0 0  

S o l a r  R e e f  P e t r o l e u m s  
L t d .  (N.P .L. )  2 . 7 5 0 0  

L a n t e r n  G a s  & O i l  L t d .  
(N.P .L. )  2 . 5 0 0 0  

L e a s e  N o .  9 1 9  
E x c e p t i n g  T h e  
S p a c i n g  U n i t  Upon 
Which  T h e  G r a y  N o .  1 
W e l l  ( c25A)  i s  L o c a t e d  



Mineral  M o u n t a i n  Mining 
Co. L t d .  2 .5000  

H i g h l a n d  C h i e f '  ~ i n e s  
~ t d .  (N .P .L . )  

C a n a d i a n  R e s e r v e  O i l  
& Gas L t d .  (N.P .L. )  2 . 5 0 0 0  

C o p p e r  P l a t e  M i n e s  L t d .  
(N.P.L.)  

Armada E x p l o r a t i o n s  L t d .  
(N.P .L. )  2 . 5 0 0 0  

S h a r e h o l d e r s  of S u l g a s  
P e t r o l e u m s  L t d .  0 . 5 0 0 0  

N .  W .  P  . D e v e l o p m e n t s  L t d .  1 . 5 0 0 0  

S t a r q u e s t  H o l d i n g s  & 
Management  Co. L t d .  0 . 0 5 0 0  

G r a y  O i l  Company NIL 

T h a i  A a r o n  D e v e l o p m e n t  
C o r p o r a t i o n  L t d .  (N.P.L.)  1 . 0 0 0 0  

Harold A. W i l l i a m s  

J o h n  L.  Wi lson  

George A. R i c h a r d s o n  

H .  B a r r y  Hemswor th  

A l l  of t h e  L e a s e s  are s u b j e c t  t o  t h e  s t a n d a r d  
B r i t i s h  C o l u m b i a  g o v e r n m e n t  o v e r r i d i n g  r o y a l t i e s .  T h e r e  
a l so  e x i s t  ce r t a in  o v e r r i d i n g  r o y a l t i e s  w h i c h  a p p l y  t o  
var ious of t h e  L e a s e s .  A 2-4% gross o v e r r i d i n g  r o y a l t y  is  
h e l d  b y  t h e  G u a r a n t y  T r u s t  Company o f  C a n a d a  on L e a s e s  9 1 5 ,  
9 1 9 ,  2 9 5 6 ,  2 9 5 7 ,  and 3932 .  A 3% gross o v e r r i d i n g  r o y a l t y  
i s  h e l d  b y  C e n t r a l  D e l - R i o  O i l s  L i m i t e d  on L e a s e s  2 9 5 6 ,  
2 9 5 7 ,  4 5 6 8 ,  4 5 6 9 ,  4 5 7 0 ,  and 9 1 9 .  A 1-+% n e t  r o y a l t y  i s  
h e l d  b y  S u f f o l k  O i l  & Gas L t d .  and a I-$% n e t  r o y a l t y  i s  



h e l d  by G e r a l d  G .  Krause  on a l l  t h e  L e a s e s ,  a p p l i c a b l e  t o  
t h e  t o t a l  n e t  r evenue  r e c e i v e d  from t h e  i n t e r e s t s  owned by 
G i a n t  Reef Pe t ro leums  L td .  and Decca Resources  L td .  A I-%% 
n e t  r o y a l t y  i s  h e l d  by e a c h  o f  S u f f o l k  O i l  & Gas L td .  and  
G e r a l d  G .  Krause on t h e  t o t a l  n e t  r evenue  from ( a )  15% o f  t h e  
i n t e r e s t s  h e l d  by Peace  R i v e r  P e t r o l e u m s  L td .  i n  L e a s e s  915,  
3932, 5415, and 5416, and ( b )  1245% o f  t h e  i n t e r e s t s  h e l d  by 
Peace  R i v e r  P e t r o l e u m s  L td .  i n  L e a s e s  919, 2956, 2957, 4568, 
4569, and 4570. 

Annual r e n t a l s  must  be  p a i d  t o  t h e  P r o v i n c e  
o f  B r i t i s h  Columbia t o  keep  t h e  Leases  i n  good s t a n d i n g .  
A s  of  t h e  d a t e  o f  t h i s  P r o s p e c t u s  a l l  t h e  r e n t a l s  are p a i d  
up u n t i l  November 23, 1972, a l l  t h e  L e a s e s  are i n  good 
s t a n d i n g  and t h e  Leases  c o v e r  a  t o t a l  o f  19 ,350 acres. 

The Leases  a r e  c o n s i d e r e d  t o  have  r e s e r v e s  
o f  m a r k e t a b l e  g a s  and s u l p h u r ,  b u t  t h e  Company does  n o t  
p u r p o r t  a t  t h i s  t i m e  t o  have q u o t a b l e  f i g u r e s  as t o  t h e  s i z e  
o f  s u c h  r e s e r v e s  a l t h o u g h  t h e  r e p o r t  o f  C.  H .  R i d d e l l  d o e s  
i n d i c a t e  e v a l u a t i o n s  a s  t o  t h e  s i z e  and w o r t h  o f  p o s s i b l e  
r e s e r v e s  a s  r e g a r d s  t h e s e  Leases .  

I n  o r d e r  t o  e a r n  t h e  2 . 5 %  a b s o l u t e  i n t e r e s t  i n  
t h e  Leases  and t h e  0.186% i n  t h e  c-25-A W e l l ,  unde r  t h e  t e r m s  
o f  t h e  Core Agreement and t h e  Second Core Agreement,  t h e  
Company h a s  p a i d  5% o f  t h e  e s t i m a t e d  t o t a l  c o s t  of $500,000.00 
f o r  d r i l l i n g  a  w e l l  o f f - s e t t i n g  t h e  c-25-A W e l l .  The s a i d  
W e l l  w a s  spudded on  Oc tobe r  9 ,  1971,  and d r i l l i n g  was 
comple ted  on December 31, 1971  and h a s  been  o f f i c i a l l y  
d e s i g n a t e d  iqonkman G r i z z l y  PW c-36-k. A f u l l  e v a l u a t i o n  o f  t h e  
s a i d  W e l l  w i l l  be a v a i l a b l e  a t  t h e  end o f  Auaus t ,  1972. 

B .  I Q u a s a r  Farmout 

The Company h a s  e n t e r e d  i n t o  a f a rmout  agreement  
d a t e d  t h e  3 r d  day o f  Augus t ,  1971,  w i t h  Q u a s a r  P e t r o l e u m  L t d .  
( h e r e i n a f t e r  c a l l e d  " Q u a s a r " )  , o f  750 One C a l g a r y  P l a c e ,  330 - 
5 t h  Avenue S .W., C a l g a r y  1, A l b e r t a  ( h e r e i n a f t e r  c a l l e d  t h e  
"Farmout")  whereby f o r  d r i l l i n g  a t e s t  w e l l  on B r i t i s h  Columbia 
D r i l l i n g  R e s e r v a t i o n  #2741 w i t h i n  1 m i l e  o f  t h e  boundary o f  
B r i t i s h  Columbia P e t r o l e u m  and N a t u r a l  Gas Lease  #915,  Q u a s a r  
w i l l  e a r n  a  75% i n t e r e s t  i n  and t o  a l l  f o r m a t i o n s  below t h e  
N i k a n a s s i n  f o r m a t i o n  u n d e r l y i n g  4 o f  t h e  n o r t h e r n  L e a s e s  
(915 ,  2956, 3932,5415) i n  which t h e  Company now owns a 2 .5% 
a b s o l u t e  i n t e r e s t .  

D r i l l i n g  R e s e r v a t i o n  #2741 d o e s  n o t  form p a r t  



o f  t h e  l a n d s  i n  which t h e  Company owns an i n t e r e s t .  However, 
D r i l l i n g  Rese rva t i on  #2741 does  b o r d e r  on Lease #915. The 
d r i l l i n g  o f  t h i s  deep t es t  w e l l  by Q u a s a r  w i l l  b e  v a l u a b l e  i n  
e v a l u a t i n g  t h e  s i z e  and p o t e n t i a l  o f  t h e  r e s e r v e s ,  i f  any, 
unde r ly ing  t h e  s a i d  4 n o r t h e r n  Leases .  

Under t h e  terms of  t h e  Farmout Quasar  was 
r e q u i r e d  t o  beg in  d r i l l i n g  a  t e s t  w e l l  on D r i l l i n g  Reserva t ion  
No. 2741 b e f o r e  October  15 ,  1971. Quasa r  spudded W e l l  a74G 
acco rd ing ly ,  and a s  o f  t h e  d a t e  of  t h i s  P ro spec tu s  d r i l l i n g  
i s  proceed ing .  I n  o r d e r  t o  e a r n  i t s  i n t e r e s t  i n  t h e  
Company's l a n d s ,  Quasar  i s  o b l i g a t e d  t o  d r i l l  t h e  s a i d  W e l l  
t o  a  dep th  s u f f i c i e n t  t o  adequa t e ly  t e s t  a l l  f o rma t ions  down 
t o  and i n c l u d i n g  250 f e e t  i n t o  t h e  M i s s i s s i p p i a n  fo rmat ion  
o r  t o  a  dep th  o f  14,000 f e e t  sub - su r f ace  o r  t o  t h e  dep th  t h a t  
a f a u l t  i s  encounte red  below 12,000 f e e t  sub - su r f ace  which 
f a u l t s  from t h e  T r i a s s i c  sys tem t o  t h e  Cre taceous  sys tem,  
whichever  i s  t h e  lesser, a t  Quasa r ' s  s o l e  expense .  

Upon t h e  complet ion  o f  t h e  s a i d  W e l l  Q u a s a r  
h a s  t h e  r i g h t  t o  e x e r c i s e  o p t i o n s  t o  e a r n  f u r t h e r  p a r t i c i p a t i o n s  
i n  t h e  Leases as fo l lows :  

F i r s t  Opt ion W e l l  

Wi th in  180 days  from t h e  d a t e  t h e  d r i l l i n g  
r i g  i s  r e l e a s e d  from t h e  s a i d  W e l l ,  Quasar  
s h a l l  have t h e  o p t i o n ,  b u t  n o t  t h e  o b l i g a t i o n ,  
t o  commence t h e  ' d r i l l i n g  of  a  w e l l  a t  a  
l o c a t i o n  o f  i t s  cho i ce  upon t h e  s a i d  4 n o r t h e r n  
l e a s e s ,  such w e l l  t o  be  d r i l l e d  t o  a  c o n t r a c t  
dep th  s u f f i c i e n t  t o  adequa t e ly  t e s t  a l l  
fo rmat ions  down t o  and i n c l u d i n g  t h e  b a s e  of  
t h e  Nikanass in  fo rmat ion  o r  t o  a  dep th  of  
9,000 f e e t  sub - su r f ace ,  whichever  i s  t h e  lesser. 
Upon t h e  complet ion  o f  t h i s  f i r s t  o p t i o n  w e l l ,  
Q u a s a r  s h a l l  have ea rned  a 50% i n t e r e s t  i n  
and t o  a l l  f o rma t ions  down t o  and i n c l u d i n g  
t h e  b a s e  o f  t h e  Nikanass in  fo rma t ion  unde r ly ing  
t h e  s a i d  4 n o r t h e r n  leases. 

Second O ~ t i o n  W e l l  

Wi th in  180 days  from t h e  d a t e  t h e  d r i l l i n g  
r i g  i s  r e l e a s e d  from t h e  s a i d  f i r s t  o p t i o n  
w e l l ,  Q u a s a r  s h a l l  have t h e  o p t i o n ,  b u t  n o t  
t h e  o b l i g a t i o n ,  t o  commence t h e  d r i l l i n g  of  
a  w e l l  a t  a  l o c a t i o n  o f  i t s  cho i ce  upon t h e  
6  s o u t h e r n  Leases  (919,  2957, 4568, 4569, 
4570, 5416) ;  such  w e l l  t o  be d r i l l e d  t o  a  
c o n t r a c t  dep th  s u f f i c i e n t  t o  t e s t  a l l  fo rmat ions  
down t o  and i n c l u d i n g  100 f e e t  i n t o  t h e  halfway 
sand  o f  t h e  T r i a s s i c  sys tem o r  t o  a dep th  o f  



13,000 f e e t  sub - su r f ace ,  whichever  i s  t h e  
l e s s e r .  Upon t h e  complet ion  o f  t h i s  second 
o p t i o n  w e l l ,  Quasa r  s h a l l  have ea rned  a 
50% i n t e r e s t  i n  t h e  s a i d  6 s o u t h e r n  Leases .  

The above o p t i o n s  s h a l l  immedia te ly  t e r m i n a t e  
i f  (1) t h e  s a i d  Well a74G proves  capab l e  o f  p roduc ing  
pe t ro leum subs t ances  i n  commercial q u a n t i t i e s  and ( 2 )  p r i o r  
t o  t h e  commencement o f  d r i l l i n g  o f  t h e  s a i d  f i r s t  o p t i o n  
w e l l ,  Q u a s a r  commences t h e  d r i l l i n g  o f  a  f u r t h e r  w e l l  on 
l ands  o t h e r  t h a n  t h e  Leases ,  u n l e s s ,  p r i o r  t o  commencing 
t h e  d r i l l i n g  o f  such f u r t h e r  w e l l ,  Q u a s a r  e n t e r s  i n t o  a  f i r m  
commitment w i t h  t h e  Company and t h e  o t h e r  s a i d  p a r t i c i p a n t s  
t o  commence t h e  d r i l l i n g  of  t h e  f i r s t  o p t i o n  w e l l  w i t h i n  180 
days from t h e  d a t e  t h e  d r i l l i n g  r i g  i s  r e l e a s e d  from t h e  
s a i d  W e l l  a74G. 

The e n t i r e  c o s t  o f  t h e  s a i d  W e l l  a74G i s  
a t  t h e  s o l e  expense  o f  Quasa r .  The s a i d  f i r s t  o p t i o n  w e l l ,  
i f  d r i l l e d ,  w i l l  be  a t  t h e  s o l e  ' expense  o f  Q u a s a r  t o  t h e  
bottom o f  t h e  Nikanass in  fo rmat ion ,  o r  9,000 f e e t  sub - su r f ace  
whichever  i s  lesser,  be ing  t h e  c o n t r a c t  dep th .  Any deepening 
o f  t h e  s a i d  f i r s t  o p t i o n  w e l l  beyond c o n t r a c t  dep th  s h a l l ,  
a s  t o  0.625% o f  t h e  t o t a l  c o s t ,  be a t  t h e  Company's expense .  
The s a i d  second o p t i o n  w e l l ,  i f  d r i l l e d ,  w i l l  be  a t  t h e  s o l e  
expense of  Q u a s a r  t o  and i n c l u d i n g  100 f e e t  i n t o  t h e  halfway 
sand o f  t h e  T r i a s s i c  sys tem o r  t o  a  dep th  o f  13,000 f e e t  
sub - su r f ace ,  whichever  i s  t h e  l e s s e r ,  b e i n g  t h e  c o n t r a c t  d e p t h .  
Any deepening o f  t h e  s a i d  second o p t i o n  w e l l  beyond c o n t r a c t  
dep th  s h a l l ,  a s  t o  1 .25% of  t h e  t o t a l  c o s t ,  be a t  t h e  Company's 
expense .  

I1 Amendment t o  Q u a s a r  E'armout 

By an agreement d a t e d  June 27, 1972 between 
Quasa r  and t h e  o t h e r  f a rmors ,  o r  t h e i r  a s s i g n s ,  i n c l u d i n g  t h e  
Company t h e  terms o f  t h e  Farmout w e r e  amended t o  p rov ide  f o r  
t h e  d r i l l i n g  of  2  w e l l s .  

( a )  The F i r s t  Commitment W e l l .  

Q u a s a r  s h a l l  commence d r i l l i n g  a  w e l l  ( h e r e i n a f t e r  
c a l l e d  t h e  " f i r s t  commitment w e l l " )  on o r  b e f o r e  September 1, 
1972. The f i r s t  commitment w e l l  i s  t o  be  d r i l l e d  on one o f  
Leases 915, 2956, o r  3932 a t  a  l o c a t i o n  and t o  a  dep th  s e l e c t e d  
by Q u a s a r ,  p rov ided  on ly  t h a t  such  w e l l  i s  t o  b e  d r i l l e d  t o  
t h e  b a s e  o f  t h e  Nikanass in  fo rmat ion  o r  9,000 f e e t  s u b s u r f a c e ,  
whichever  i s  t h e  lesser. 



By d r i l l i n g  t h e  f i r s t  commitment w e l l  Q u a s a r  
w i l l  e a r n  a  100% i n t e r e s t  i n  and t o  t h e  s p a c i n g  u n i t  upon 
which t h a t  w e l l  i s  d r i l l e d ,  less a  g r o s s  o v e r r i d i n g  r o y a l t y  
of  approximate ly  1 5 % ,  and a  50% i n t e r e s t  i n  a l l  o t h e r  p a r t s  
o f  Leases  915, 2956, 3932, and 5415 down t o  t h e  b a s e  o f  t h e  
Nikanass in  fo rma t ion .  The g r o s s  o v e r r i d i n g  r o y a l t y  from 
t h e  s p a c i n g  u n i t  i s  c o n v e r t i b l e  t o  t h e  same i n t e r e s t  h e l d  
by t h e  farmors i n  t h e  o t h e r  p a r t s  o f  t h e  Leases  a f t e r  a l l  
d r i l l i n g  and comple t ion  c o s t s  a r e  r ecovered .  

I f  t h e  t e s t  w e l l  d e s c r i b e d  above i s  completed 
Q u a s a r  w i l l  pay a l l  c o s t s  of  t h e  f i r s t  commitment w e l l  down 
t o  a  dep th  o f  10,000 f e e t  s u b s u r f a c e  and 75% of  t h e  c o s t s  
i n c u r r e d  below t h a t  l e v e l .  The Company, t o g e t h e r  w i t h  t h e  
o t h e r  fa rmors ,  w i l l  be  r e s p o n s i b l e  f o r  pay ing  t h e i r  r e s p e c t -  
i v e  s h a r e s  o f  t h e  remain ing  25% of  such c o s t .  I f  t h e  s a i d  
t e s t  w e l l  i s  n o t  completed t h e n ,  by d r i l l i n g  t h e  f i r s t  
commitment w e l l ,  Quasar  w i l l  e a r n  t h e  i n t e r e s t  s e t  o u t  i n  
t h e  immediately p r e c e d i n g  pa rag raph ,  p l u s  t h e  same 100% 
i n t e r e s t  i n  t h e  s a i d  s p a c i n g  u n i t  down t o  t h e  d e e p e s t  
fo rma t ion  p e n e t r a t e d  below t h e  Nikanass in  fo rma t ion  and a 
75% i n t e r e s t  down t o  t h e  d e e p e s t  fo rma t ion  p e n e t r a t e d  below 
t h e  Nikanass in  format ion  i n  t h e  s a i d  4 Leases  and,  i n  t h i s  
e v e n t ,  Quasar  s h a l l  be  r e s p o n s i b l e  f o r  paying  t h e  whole 
c o s t  o f  such  w e l l  t o  comple t ion .  

( b )  The Second Commitment W e l l .  

Quasar  s h a l l  commence d r i l l i n g  a  w e l l  ( h e r e i n -  
a f t e r  c a l l e d  t h e  "second commitment w e l l " )  on o r  b e f o r e  
September 1, 1972. The second commitment w e l l  i s  t o  be  
d r i l l e d  on one of  t h e  remain ing  Leases  915, 2956, and 3932 
upon which t h e  f i r s t  commitment w e l l  i s  n o t  d r i l l e d .  Th i s  
w e l l  i s  t o  be  d r i l l e d  t o  t h e  base  o f  t h e  Nikanass in  fo rma t ion  
o r  9,000 f e e t  s u b s u r f a c e ,  whichever  i s  t h e  lesser. The 
farmors  must pay t h e i r  r e s p e c t i v e  s h a r e s  o f  p a r t  o f  t h e  c o s t s  
of  d r i l l i n g  t h i s  w e l l  b e i n g  50% down t o  t h e  base  of  t h e  
Nikanass in  format ion  and 25% below t h e  base  of  t h e  Nikanass in  
fo rma t ion .  

I f  t h e  f i r s t  commitment w e l l  i s  n o t  completed 
t h e  second commitment w e l l  i s  t o  be  d r i l l e d  under  t h e  same 
terms and i n  p l a c e  of  t h e  f i r s t  commitment w e l l .  The 
"second o p t i o n  w e l l "  d e s c r i b e d  above i s  t o  be commenced 
w i t h i n  180 days of t h e  d r i l l i n g  r i g  b e i n g  r e l e a s e d  from 
t h e  second commitment w e l l .  

I f  Q u a s a r  s u c c e s s f u l l y  comple tes  t h e  t e s t  
w e l l  i n  t h e  Nikanass in  format ion  t h e  Company w i l l  be  
r e s p o n s i b l e  f o r  c e r t a i n  o f  t h e  c o s t s  of  t h e  f i r s t  and second 
commitment w e l l s  depending on t h e  dep th  t o  which they  a r e ,  



r e s p e c t i v e l y ,  d r i l l e d .  The c o s t  t o  t h e  Company i s  e s t i m a t e d  
t o  be  $8,500.  f o r  d r i l l i n g  t h e  f i r s t  commitment w e l l  below 
t h e  N i k a n a s s i n  f o r m a t i o n  and  i n t o  t h e  M i s s i s s i p p i a n  
f o r m a t i o n  and ,  i n  t h e  second  commitment w e l l ,  $8 ,000.  t o  
t h e  bo t tom o f  t h e  N i k a n a s s i n  f o r m a t i o n  and  a f u r t h e r  $8 ,500.  
from t h e  b a s e  o f  t h e  N i k a n a s s i n  f o r m a t i o n  t o  t h e  b a s e  o f  
t h e  M i s s i s s i p p i a n  f o r m a t i o n .  

While t h e  p u r p o s e  o f  t h i s  i s s u e  i s  t o  f i n a n c e  
e x p l o r a t i o n  and  development  o f  t h e  16  m i n e r a l  c l a i m s ,  i n  t h e  
e v e n t  t h e  f i r s t  and second  commitment w e l l s  a r e  d r i l l e d  a s  
p r e s e n t l y  p l a n n e d ,  t h e  Company w i l l  g i v e  f i r s t  p r i o r i t y  t o  
t h e  u s e  o f  t h e  n e t  p r o c e e d s  o f  t h i s  i s s u e  t o  s a t i s f y  t h e  
f o r e g o i n g  o b l i g a t i o n s .  

Quasa r  i s  o b l i g a t e d  t o  r e i m b u r s e  t h e  o t h e r  
p a r t i c i p a n t s  i n  t h e  Farmout f o r  a l l  r e n t a l s ,  i n c l u d i n g  
p e n a l t i e s ,  and t a x e s  on t h e  L e a s e s  from August  3 ,  1 9 7 1  
u n t i l  s u c h  t i m e  a s  Quasa r  h a s  e a r n e d  i t s  i n t e r e s t  by t h e  
d r i l l i n g  o f  t h e  " second  o p t i o n t w e l l "  t o  c o n t r a c t  d e p t h .  
Under t h e  Farmout Q u a s a r  does  n o t  e a r n  an  i n t e r e s t  i n  t h e  
Gray O i l  G r i z z l y  PRP NW c-25-A W e l l  n o r  i n  t h e  Monkman 
G r i z z l y  PRP c-36-A W e l l  i n  a l l  f o r m a t i o n s  down t o  t h e  b a s e  
o f  t h e  N i k a n a s s i n  f o r m a t i o n  b u t  Q u a s a r  s h a l l  become t h e  
o p e r a t o r  i n  any i n t e r e s t  i t  e a r n s .  

When and i f  Q u a s a r  e a r n s  t h e  f u l l  i n t e r e s t  
p o s s i b l e ,  t h e  Company's n e t  i n t e r e s t  w i l l  t h e n  b e  1 .25% i n  
Leases  919,  2957, 4568, 4569, 4570, and a l s o  i n  Lease  No. 
5416, e x c e p t i n g  t h e  s p a c i n g  u n i t  upon which t h e  c-25-A W e l l  
i s  l o c a t e d ,  i n  which t h e  Company owns 0 .186%.  I n  Lease  2957, 
Q u a s a r  w i l l  n o t  e a r n  any i n t e r e s t  i n  t h e  c-36-A Well down 
t o  9007 f e e t .  I n  Leases  915,  2956, 3932, and 5415, t h e  
Company w i l l  own 1 . 2 5 %  i n  e a c h  Lease  down t o  t h e  bo t tom o f  
t h e  N i k a n a s s i n  f o r m a t i o n  and i n  a l l  f o r m a t i o n s  below t h e  
N i k a n a s s i n ,  t h e  Company w i l l  own a  0.625% i n t e r e s t .  

Nabors D r i l l i n g  L i m i t e d  h a s  commenced c o u r t  
a c t i o n  a g a i n s t  t h e  Company and t h e  o t h e r  p a r t i c i p a n t s  i n  t h e  
c-36-A W e l l .  I f  t h e  d e f e n d a n t s  are found  l i a b l e  t h e r e u n d e r  
t h e  Company w i l l  be  r e s p o n s i b l e  f o r  i t s  p r o p o r t i o n a t e  s h a r e  
o f  t h e  amount o f  t h e  Judgment and  l e g a l  c o s t s .  

SHARE CAPITAL STRUCTURE 

The Company i s  a u t h o r i z e d  t o  i s s u e  3 ,000,000 
s h a r e s  w i t h o u t  nominal  o r  p a r  v a l u e  w i t h  a maximum p r i c e  o r  
c o n s i d e r a t i o n  o f  f i f t y  c e n t s  (50C) e a c h .  T h e r e  a r e  no  
c o n v e r s i o n  o r  p re -empt ive  r i g h t s  o r  r edempt ion  o r  s i n k i n g  
fund p r o v i s i o n s  a p p l i c a b l e  o r  a t t a c h e d  t o  t h e  a f o r e m e n t i o n e d  
s h a r e s ,  and a l l  r a n k  e q u a l l y  as t o  d i v i d e n d s ,  v o t i n g  r i g h t s ,  
and p a r t i c i p a t i o n  i n  a s s e t s .  



Des igna t ion  Amount Autho- Amount Out- Amount Out- Amount t o  be  
o f  r i z e d  s t a n d i n g  a s  s t a n d i n g  as o u t s  t and ing  

S e c u r i t y  o f  A p r i l  30, o f  August 4 ,  i f  a l l  s e c u r i t i e s  
1972 1972 o f f e r e d  a r e  s o l d  

- -- - -- - - - -  - -  - - - 

Common Sha re s  3,000,000 1 ,397 ,755  1 ,397,755 1 ,710,255 

( b )  (i) There  have been 647,753 s h a r e s  s o l d  f o r  cash  
a t  10C p e r  s h a r e  

(ii) T o t a l  cash  r e c e i v e d  from t h e  s h a r e s  s o l d  f o r  
cash  was $64,775.30 

(iii) No commissions have been p a i d  on any s h a r e s  
s o l d  

ESCROWED AND POOLED SECURITIES 

Des igna t ion  o f  C l a s s  Number o f  Sha re s  Held Pe rcen t age  o f  
i n  Escrpw o r  Pooled C la s s  

Common 

Common 

750,000 escrowed 53.5% 

647,755 pooled 46.5% 

A l l  t h e  i s s u e d  s h a r e s  of  t h e  Company a r e  h e l d  by 
t h e  Guaranty T r u s t  Company o f  Canada, and may be  r e l e a s e d  on ly  
w i t h  t h e  w r i t t e n  consen t  o f  t h e  B r i t i s h  Columbia S e c u r i t i e s  
Commission ( h e r e i n a f t e r  c a l l e d  t h e  "Commission" ) . 

750,000 s h a r e s  a r e  escrowed t o  t h e  o r d e r  o f  
t h e  Commission p u r s u a n t  t o  an escrow agreement which p rov ide s  
t h a t  t h e  s h a r e s  may n o t  be t r a d e d  i n ,  d e a l t  w i t h  i n  any manner 
whatsoever  o r  r e l e a s e d ,  n o r  may t h e  Company, i t s  t r a n s f e r  
a g e n t  o r  escrow h o l d e r  make any t r a n s f e r  o r  r e c o r d  any 
t r a d i n g  o f  t h e  s h a r e s  w i t h o u t  t h e  consen t  o f  t h e  Commission. 



I n  t h e  e v e n t  o f  t h e  Company l o s i n g  o r  n o t  
o b t a i n i n g  good and m a r k e t a b l e  t i t l e  t o  o r  abandoning  o r  
d i s c o n t i n u i n g  development  o f  any o f  t h e  p r o p e r t y  which formed 
t h e  c o n s i d e r a t i o n  f o r  t h e  i s s u e  o f  t h o s e  s h a r e s ,  o r  i n  t h e  
e v e n t  o f  t h e  p r o p e r t y  n o t  b e i n g  as r e p r e s e n t e d ,  immediate  
n o t i c e  t h e r e o f  s h a l l  b e  g i v e n  t o  t h e  Commission and  t h e r e  
s h a l l  be  s u r r e n d e r e d  by way o f  g i f t  t o  t h e  Company f o r  
c a n c e l l a t i o n  such  number o f  t h o s e  s h a r e s  as t h e  Commission 
i n  i t s  s o l e  d i s c r e t i o n  deems f a i r  and  e q u i t a b l e .  The 
comple te  t e x t  o f  t h e  e sc row agreement  i s  a v a i l a b l e  f o r  
i n s p e c t i o n  a t  t h e  Company's head  o f f i c e .  

The 647,755 p o o l e d  s h a r e s  w e r e  i s s u e d  f o r  
c a s h  and  have  been  d e p o s i t e d  w i t h  t h e  Guaranty  T r u s t  Company 
o f  Canada and w i l l  b e  r e l e a s e d  30 days  a f t e r  c o m p l e t i o n  o f  
t h e  p r imary  d i s t r i b u t i o n  t o  t h e  p u b l i c  o f  t h e  312,500 
s h a r e s  b e i n g  o f f e r e d  p u r s u a n t  t o  t h i s  P r o s p e c t u s .  

The d e p o s i t o r s  'of t h e  750,000 escrowed s h a r e s  
a r e  a s  s e t  o u t  below: 

M r s .  Marga re t  L. Andersen 
59 Glenmore D r i v e  
W e s t  Vancouver,  B.  C. 

Rober t  G. B e n d a l l  
3 H a l i b u r t o n  Bay 
Winnipeg,  Manitoba 

Core Management L td .  
5 5 1  Howe S t r e e t ,  
Vancouver,  B .  C.  

John F. C o r k i s h  
2816 W e s t  3 0 t h  Avenue 
Vancouver ,  B .  C. 

Thomas P .  d e  Bloeme 
4 - 8686 S e l k i r k  S t r e e t  
Vancouver ,  B .  C. 

G e r a l d  P. Horbay 
Rob l in  
Mani toba  

Don A. J a c o b s e n  
A660 C a v a l i e r  Dr ive  
Winnipeg 22, Manitoba 

D e l b e r t  Johnson 
353 Queen S t r e e t  
F l i n  F l o n ,  Manitoba 

C h a r l e s  Lygo 
4635 I m p e r i a l  S t r e e t  
Burnaby, B.  C. 

5 8 ,304 s h a r e s  

36,626 s h a r e s  

375,000 s h a r e s  

2,000 s h a r e s  

15 ,000 s h a r e s  

2,000 s h a r e s  

1 , 9 0 0  s h a r e s  

10 ,000 s h a r e s  

60,000 s h a r e s  



Walter R. Michaluk 
G i l b e r t  P l a i n s  
Manitoba 

W i l l i a m  R. Michaluk 
G i l b e r t  P l a i n s  
Mani toba  

Mervin M. Onyshko 
502 - 2510 P o r t a g e  Avenue 
Winnipeg,  Manitoba 

D r .  R a j a r a m  Mathu p a t i 1  
Rob l in  
Manitoba 

Angus J. S t e w a r t  
1211  S u n r i s e  Highway 
Copiague , Long Is l a n d  
N e w  York, U.  S .  A. 

5 ,000 s h a r e s  

50 ,833 s h a r e s  

9,800 s h a r e s  

1 ,000  s h a r e s  

35,000 s h a r e s  

E u s t a c e  W .  S t e w a r t  35,000 
6A-40 Weaver Drive,  E a s t  Massapagua 
Long I s l a n d ,  New York, U .  S .  A. 

M r s .  Robina T. S t e w a r t  
6209 Summit P l a c e  
W e s t  Vancouver ,  B.  C. 

Ken G.  T u l l y  
6 - 3451 P o r t a g e  Avenue 
Winnipeg 22, Mani toba  

James D .  Tunna 
3368 W e s t  22nd Avenue 
Vancouver ,  B .  C.  

Warren F. W a l t e r s o n  
3229 P a r k  Avenue 
Brandon, Mani toba  

s h a r e s  

s h a r e s  

2,000 s h a r e s  

1 ,500  s h a r e s  

800 s h a r e s  

DIRECTORS AND OFFICERS 
P r i n c i p a l  Occupa t ion  

N a m e  & Address  O f f i c e  h e l d  Dur ing  p a s t  5 y e a r s  

Thomas P. d e  B l o e m e  P r e s i d e n t  & R e t i r e d .  Former ly  F a r  
4 - 8686 S e l k i r k  S t r e e t  Director E a s t e r n  S a l e s  Director  o f  
Vancouver,  B.  C. t h e  Q u a k e r  O a t s  C o . ,  Chicago,  

U.S.A.; Director  o f  S k a t  
Resources  L td .  (N.P.L.) and 
Robina E x p l o r a t i o n s  L td .  
( N . P . L . )  

Thomas W .  S t e w a r t  
6209 Summit P l a c e  
W e s t  Vancouver,  B . C. 

S e c r e t a r y  & 
Director 

P r e s i d e n t  & Director o f  S k a t  
Resources  L td .  (N.P. L. ) and 
Robina E x p l o r a t i o n s  Ltd .  
( N .  P . L. ) ; Director & Secre -  
t a r y ,  Peace  R i v e r  Pe t ro leums  
L t d .  (N.P.L.);  Director o f  
Monkman P a s s  P e t r o l e u m  Ltd .  
(N.P.L.) 



Harold  A. W i l l i a m s  
1102 - 5603 B a l s a m  S t r e e t  
Vancouver,  B .  C.  

Rober t  G.  B e n d a l l  
3  H a l i b u r t o n  Bay 
Winnipeg 22,  Manitoba 

D e l b e r t  Johnson 
353 Queen S t r e e t  
F l i n  F l o n ,  Mani toba  

Wi l l i am R. Michaluk 
P .  0. Box 1 4 4 ,  
G i l b e r t  P l a i n s ,  Manitoba 

Director  

Director 

Direc tor  

Director 

REMUNERATION OF DIRECTORS AND OFFICERS 

P r e s i d e n t ,  B a r r i n g t o n  
S e c u r i t i e s  L td .  

A i r  Canada P i l o t  and  
P r e s i d e n t  o f  Pace  A v i a t i o n  
L t d .  

Jeweller 

P r e s i d e n t  & Director  o f  
Michaluk E n t e r p r i s e s  L t d .  , 
R o b l i n ,  Mani toba;  
P r o v i n c i a l  Director R e t a i l  
Merchants  A s s o c i a t i o n  o f  
Manitoba.  Director ,  S k a t  
Resources  Ltd .  (N.P.L. ) 

N o  r e m u n e r a t i o n ,  e i t h e r  d i r e c t  o r  i n d i r e c t ,  
h a s  been  p a i d  o r  i s  p a y a b l e  by t h e  Company t o  any o f  i t s  
d i r e c t o r s  o r  o f f i c e r s .  I t  i s  n o t  i n t e n d e d  t o  pay any r e m u n e r a t i o n  
t o  d i r e c t o r s  o r  o f f i c e r s  as s u c h  o r  o t h e r w i s e .  

PRINCIPAL HOLDERS OF SECURITIES 

N a m e  & Address  
D e s i g n a t i o n  Type o f  Number o f  P e r c e n t a g e  
o f  C l a s s  Ownership s h a r e s  owned o f  C l a s s  

Core Management L t d  . Common Direct ,  o f  525,000 36 .8% 
3 r d  Floor-540 Howe  S t . ,  Record & 
Vancouver,  B.  C.  B e n e f i c i a l  

The s h a r e h o l d e r s  who h o l d  a g r e a t e r  t h a n  5% 
i n t e r e s t  i n  Core Management Ltd .  are: 

George A. R icha rdson  Chairman,  
B a r r i n g t o n  S e c u r i t i e s  L t d .  
551  H o w e  S t r e e t ,  
Vancouver,  B r i t i s h  Columbia 

H a r o l d  A. W i l l i a m s  P r e s i d e n t ,  
B a r r i n g t o n  S e c u r i t i e s  Ltd .  
5 5 1  Howe  S t r e e t ,  
Vancouver ,  B r i t i s h  Columbia 
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H .  B a r r y  Hemsworth 

John  L. Wilson 

S o l i c i t o r ,  
3 r d  F l o o r ,  
540 Howe S t r e e t ,  
Vancouver ,  B r i t i s h  Columbia 

V i c e - p r e s i d e n t ,  
B a r r i n g t o n  S e c u r i t i e s  L td .  
551  Howe S t r e e t ,  
Vancouver ,  B r i t i s h  Columbia 

The d i r e c t o r s  and o f f i c e r s  o f  t h e  Company 
as a  g roup  own d i r e c t l y  18 .9% o f  t h e  o u t s t a n d i n g  s h a r e s  o f  
t h e  Company. Haro ld  A. W i l l i a m s ,  a d i r e c t o r  o f  t h e  Company 
i s  a l s o  a d i r e c t o r  and p r i n c i p a l  o f  Core Management Ltd .  
and as a  r e s u l t  o f  which he  h o l d s  a 9 . 3 %  i n d i r e c t  b e n e f i c i a l  
i n t e r e s t  i n  t h e  Company. 

PROMOTE R 

Thomas W .  S t e w a r t  o f  6209 Summit P l a c e ,  W e s t  
Vancouver ,  B r i t i s h  Columbia,  i s  a Promoter  and D i r e c t o r  o f  
t h e  Company. H e  h a s  r e c e i v e d  n o t h i n g  o f  v a l u e  from t h e  Company. 

Under t h e  Core Agreement t h e  c o n s i d e r a t i o n  
p a i d  by t h e  Company w a s  750,000 s h a r e s  i n  t h e  c a p i t a l  s t o c k  
o f  t h e  Company. Of t h e s e  750,000 s h a r e s  Robina T. S t e w a r t ,  
t h e  w i f e  o f  Thomas W .  S t e w a r t , ,  r e c e i v e d  187,500 s h a r e s .  

Under t h e  Second Core Agreement t h e  c o n s i d e r a t i o n  
p a i d  by t h e  Company w a s  $30,000.00 o f  which sum t h e  s a i d  Robina 
T. S t e w a r t  r e c e i v e d  $7,500.00.  Both o f  t h e  s a i d  agreements  
are d e s c r i b e d  under  t h e  c a p t i o n  " B u s i n e s s  & P r o p e r t y " .  

PRELIMINARY EXPENSES 

The amount o f  p r e l i m i n a r y  e x p e n s e s  o f  t h e  
Company t o  t h e  d a t e  o f  t h i s  P r o s p e c t u s  are as f o l l o w s :  
A d m i n i s t r a t i v e  $3 ,602.00;  Development $26,048.00 .  
I t  i s  n o t  a n t i c i p a t e d  t h a t  t h e r e  w i l l  b e  any f u t u r e  a d d i t i o n a l  
p r e l i m i n a r y  e x p e n d i t u r e s  . 

MATERIAL CONTRACTS 

The Core Agreement,  t h e  Second Core Agreement,  
t h e  Farmout,  t h e  Farmout Amending Agreement and t h e  B i l l  o f  S a l e  



may be  viewed by r e g i s t e r e d  s h a r e h o l d e r s  o f  t h e  Company d u r i n g  
normal  b u s i n e s s  h o u r s  a t  t h e  C o ~ . p a n y ' s  head  o f f i c e .  

INTEREST OF MANAGEMENT AND OTHERS I N  MATERIAL TRANSACTIONS 

The i n t e r e s t s  o f  d i r e c t o r s  and o f f i c e r s  i n  
m a t e r i a l  t r a n s a c t i o n s  a r e  se t  o u t  under  t h e  c a p t i o n s  "Promoter"  
and " B u s i n e s s  and P r o p e r t y , "  

The a u d i t o r s  of  t h e  Company a r e  Campbel l ,  S h a r p ,  
Nash & F i e l d ,  C h a r t e r e d  A c c o u n t a n t s ,  999 Nest Pender  S t r e e t ,  
Vancouver,  B r i t i s h  Columbia. 

REGISTRAR AND TRANSFER AGENT 

The R e g i s t r a r  and ~ r a n s f e r  Agent o f  t h e  Conpany 
i s  t h e  Guaranty  T r u s t  Company o f  Canada, 5 4 0  B u r r a r d  S t r e e t ,  
Vancouver,  B r i t i s h  Columbia, 

PURCHASERS' R I G H T  O F  RESCISSION AND WITHDRAWAL 

S e c t i o n s  61  and 62 o f  t h e  S e c u r i t i e s  A c t ,  1967 
( B r i t i s h  Columbia) p r o v i d e ,  ir. e f f e c t ,  t h a t  where a  s e c u r i t y  
i s  o f f e r e d  t o  t h e  p u b l i c  i n  t h e  c o u r s e  o f  p r i m a r y  d i s t r i b u t i o n :  

A P u r c h a s e r  h a s  t h e  r i g h t  t o  r e s c i n d  a  c o n t r a c t  
f o r  t h e  p u r c h a s e  o f  a s e c u r i t y ,  w h i l e  s t i l l  t h e  
owner t h e r e o f ,  i f  a  copy o f  t h e  l a s t  p r o s p e c t u s ,  
t o g e t h e r  w i t h  f i n a n c i a l  s t a t e m e n t s  and r e p o r t s  
and surnrraries o f  r e p o r t s  r e l a t i n g  t o  t h e  s e c u r i -  
t i e s  as  f i l e d  w i t h  t h e  B r i t i s h  Columbia S e c u r i t i e s  
Commission, w a s  n o t  d e l i v e r e d  t o  him o r  h i s  a g e n t  
p r i o r  t o  d e l i v e r y  t o  e i t h e r  o f  them o f  t h e  w r i t t e n  
c o n f i r m a t i o n  o f  t h e  sa le  o f  t h e  s e c u r i t i e s .  
W r i t t e n  n o t i c e  o f  i n t e n t i o n  t o  corvmence an a c t i o n  
f o r  r e s c i s s i o n  must be  s e r v e d  on t h e  p e r s o n  who 
c o n t r a c t e d  t o  s e l l  w i t h i n  6 0  d a y s  o f  t h e  w r i t t e n  
c o n f i r m a t i o n ,  b u t  no a c t i o n  s h a l l  b e  commenced 
a f t e r  t h e  e x p i r a t i o n  o f  t h r e e  months from t h e  
d a t e  o f  s e r v i c e  o f  s u c h  n o t i c e .  



A p u r c h a s e r  h a s  t h e  r i g h t  t o  r e s c i n d  a  c o n t r a c t  
f o r  t h e  p u r c h a s e  o f  s u c h  s e c u r i t y ,  w h i l e  s t i l l .  
t h e  owner  t h e r e o f ,  i f  t h e  p r o s p e c t u s  o r  any amended 
p r o s p e c t u s  o f f e r i n g  s u c h  s e c u r i t y  c o n t a i n s  a n  
u n t r u e  s t a t e m e n t  o f  a  m a t e r i a l  f a c t  o r  o m i t s  t o  
s t a t e  a m a t e r i a l  f a c t  n e c e s s a r y  i n  o r d e r  t o  make 
any s t a t e m e n t  t h e r e i n  n o t  m i s l e a d i n g  i n  t h e  l i g h t  
o f  t h e  c i r c u m s t a n c e s  i n  wh ich  it  was made, b u t  
n o  a c t i o n  t o  e n f o r c e  t h i s  r i g h t  c a n  b e  commenced 
by a  p u r c h a s e r  z f t e r  e x p i r a t i o n  o f  9 0  d a y s  f rom 
t h e  l a t e r  o f  t h e  d a t e  o f  s u c h  c o n t r a c t  o r  t h e  
d a t e  on wh ich  s u c h  p r o s p e c t u s  o r  amended p r o s p e c t u s  
i s  r e c e i v e d  o r  i s  deemed t o  b e  r e c e i v e d  by h im 
o r  h i s  a g e n t .  

R e f e r e n c e  i s  made t o  t h e  s a i d  A c t  f o r  t h e  
c o m p l e t e  t e x t  o f  t h e  p r o v i s i o n s  u n d e r  wh ich  t h e  f o r e g o i n g  
r i g h t s  a r e  c o n f e r r e d .  

CERTIFICATE O F  THE DIRECTORS 
AND PROHOTER O F  THE COlYPATJY 

The f o r e g o i n g  c o n s t i t u t e s  f u l l ,  t r u e ,  a n d  
p l a i n  d i s c l o s u r ~  cf a l l  m a t c r i a l  f a c t s  r e l a t i n g  t o  t h e  
s e c u r i t i e s  o f f e r e d  by t h i s  P r o s p e c t u s  a s  r e q u i r e d  by P a r t  V I I  
o f  t h e  S e c u r i t i e s  A c t ,  1 9 6 7 ,  and  t h e  R e g u l a t i o n s  t h e r e u n d e r .  

Vancouve r ,  ~ r i t i s h  t h  day  
1972 .  

D i r e c t o r ,  S e c r e t a r y  and  P r o m o t o r  D i r e c t o r  a n d  P r e s i d e n t  

H a r o l d  A .  Wi L2r l ams  
D i r e c t o r  / 

Delber t  Johnson W i l l i a m  R.  Micha luk  
D i r e c t o r  t 
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LANTERN GAS & O IL  LTD. (N .P .L . )  

BALANCE SHEET 

A S  A T  A P R I L  30, 1972 

CURRENT : 

C A S H  

CAPITAL ASSETS - AT C O S T :  

A S S E T S  

EXPLORATION AND DEVELOPMENT COSTS - P E R  E X H  I 6  I T  " A "  

L I A B I L I T I E S  
CURRENT : 

A C C O U N T S  P A Y A B L E  

SHAREHOLDERS' EQUITY 
SHARE CAP I TAL: 

A U T H O R  I Z E D  
1 

3,000,000 COMMON S H A R E S  O F  NO PAR V A L U E  

A L L O T T E D ,  F U L L Y  P A I D  AND T O  B E  I S S U E D  ( N O T E  4 )  
750,000 S H A R E S  FOR I N T E R E S T  I N  PETROLEUM AND N A T U R A L  

G A S  L E A S E S  

647,755 S H A R E S  F O R  C A S H  

WE H A V E  E X A M I N E D  T H E  B A L A N C E  S H E E T  OF LANTERN G A S  & O I L  LTD. (N.P.L . )  AS AT 

A P R I L  30, 1972, AND T H E  S T A T E M E N T S  O F  E X P L O R A T I O N  A N D  D E V E L O P M E N T  C O S T S  AND S O U R C E  

AND A P P L I C A T I O N  O F  W O R K I N G  C A P I T A L  FOR T H E  P E R I O D  T H E N  E N D E D .  OUR E X A M I N A T I O N  I N C L U D E D  

A  G E N E R A L  R E V I E W  O F  T H E  A C C O U N T I N G  PROCEDURES AND SUCH T E S T S  OF A C C O U N T I N G  RECORDS AND 

OTHER S U P P O R T I N G  E V I D E N C E  AS WE C O N S I D E R E D  N E C E S S A R Y  I N  T H E  C I R C U M S T A N C E S .  

I N  OUR O P I N I O N  T H E S E  S T A T E M E N T S  P R E S E N T  F A I R L Y  T H E  F I N A N C I A L  P O S I T I O N  OF T H E  

C O M P A N Y  A S  A T  A P R I L  30, 1972, AND T H E  R E S U L T S  O F  I T S  O P E R A T I O N S  A N D  T H E  S O U R C E  AND 

A P P L I C A T I O N  OF I T S  W O R K I N G  C A P I T A L  FOR T H E  P E R I O D  T H E N  ENDED I N  ACCORDANCE W I T H  G E N E R A L L '  

A C C E P T E D  ACCOUNT l NG PR I NC I P L E S . .  



LANTERN GAS & OIL LTD. (N.P.L.)  

NOTES TO THE BALANCE SHEET 

NOTE 1:  

NOTE 2:  

NOTE 3 :  

NOTE 4: 

NOTE 5: 

AND N A T U R A L  G A S  L E A S E S  I N  T H E  M O N K M A N  P A S S  A R E A  O F  B R I T I S H  C O L U M B I A  F O R  

750,000 S H A R E S  O F  T H E  C O M P A N Y  A T  IO# P E R  S H A R E  A N D  $30,000 C A S H .  BY W A Y  O F  

A  F A R M  OUT A G R E E M E N T  T H l  S  5% WORK l NG I  N T E R E S T  E A R N E D  A  2f$ A C T U A L  I N T E R E S T  

I N  T H E S E  L E A S E S .  

A F U N D  O F  $500,000 H A S  B E E N  E S T A B L I S H E D  T O  P R O V I D E  F O R  T H E  C O S T S  

O F  D R I  L L I  NG T H E  "MONKMAN G R I Z Z L Y  PRP c25A W E L L " .  THE C O M P A N Y  H A S  P A I D  

$25,000 C A S H  I N T O  T H I S  FUND A S  I T S  5% S H A R E .  THE W E L L  I S  NOT Y E T  C O M P L E T E D  

B U T  T H E  T O T A L  C O S T  I S  N O T  E X P E C T E D  T O  E X C E E D  $500,000. 

A L I E N  H A S  B E E N  P L A C E D  A G A I N S T  T H I S  W E L L  F O R  D R I L L I N G  C O S T S  AND 

S E R V I C E S  R E N D E R E D  I N  T H E  AMOUNT O F  $127,550. T H I S  M A T T E R  I S  B E I N G  D I S P U T E D  
I 

B Y  T H E  M A N A G I N G  O P E R A T O R  O F  T H E  W E L L .  

O F  T H E  1,397,755 S H A R E S  A L L O T T E D  A N D  F U L L Y  P A I D ,  750,000 S H A R E S  

A L L O T T E D  F O R  I N T E R E S T  I N  P E T R O L E U M  A N D  N A T U R A L  G A S  L E A S E S  A R E  H E L D  I N  ESCROW 

S U B J E C T  T O  T H E  O R D E R  OF  T H E  S U P E R I N T E N D E N T  O F  BROKERS,  AND 647,755 S H A R E S  

A L L O T T E D  F O R  C A S H  A R E  H E L D  I N  A  P O O L I N G  A R R A N G E M E N T  A L S O  S U B J E C T  T O  T H E  O R D E R  I 
O F  T H E  S U P E R I N T E N D E N T  O F  BROKERS.  THE S H A R E S  W E R E  A L L O T T E D  BUT NOT ISSUED 

A S  A T  A P R  I L 30, 1972. 

NO D I R E C T  R E M U N E R A T I O N  WAS P A I D  T O  ANY D I R E C T O R  O F  T H E  COMPANY 

D U R I N G  T H E  P E R I O D .  



LANTERN G A S  & O I L  L T D .  ( N . P . L .  

STATEMENT OF  E X P L O R A T I O N  AND DEVELOPMENT COSTS 

F O R  T H E  P E R I O D  F R O M  AUGUST 30. 1 9 7 1  

O I L  AND GAS P A R T I C I P A T I O N  COSTS: 

S H A R E  O F  D R I L L I N G  C O S T S  ( N O T E  3 )  
LEASE R E N T A L S  

M I N E R A L  C L A I M  E X P E N D I T U R E S :  

A D M I N I S T R A T I O N :  

G E N E R A L  OFF I C E  E X P E N S E  

P R I N T I N G  AND S T A T I O N E R Y  

L E G A L  AND A U D I T  

T R A V E L  

T O T A L  E X P L O R A T I O N  AND DEVELOPMENT COSTS - F O R  T H E  P E R I O D  



L A N T E R N  G A S  & O I L  L T D .  ( N . P . L . )  

SOURCE AND A P P L I C A T I O N  O F  W O R K I N G  C A P I T A L  S T A T E M E N T  

F O R  T H E  P E R I O D  F R O M  AUGUST 30, 1971 

( D A T E  O F  I N C O R P O R A T I O N )  T O  A P R I  L 30, 1972 

SOURCE : 

A P P L I C A T I O N :  

W O R K I N G  C A P I T A L  D E F I C I E N C Y  - E N D  O F  P E R I O D  
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INTT~ODIJCTlON 

Th i s  r e p o r t  is be ing  prepared  a t  t h e  r e q u e s t  o f  Mr. T. W.  

S t e w r t  o f  Lan t e rn  O i l  and Gas Limited (NPL), 704 - 525 Seymour S t r e e t ,  

\7nncouver, B r i t i s h  Columbia. I t  i s  my unde r s t and ing  t h a t  Lan t e rn  h a s  

an  o p p o r t u n i t y  t o  fa rmin  a n  i n t e r e s t  i n  19,350 a c r e s  on t h e  Stony A n t i c l i n e  

i n  n o r t h e a s t e r n  B r i t i s h  Columbia. Th i s  r e p o r t  is  a n  e v a l u a t i o n  o f  t h e  

a v a i l a b l e  farmout  a c r e a g e .  ( s e e  F i g u r e  2) 

The Stony Lake a n t i c l i n e  is a  l a r g e  " f o o t h i l l s  t ype"  t h r u s t - f a u l t e d  

a n t i c l i n o r i u m  which i s  l o c a t e d  i n  n o r t h e a s t  B r i t i s h  Columbia, 80 miles west 

o f  Grande P r a i r i e .  P r o s p e c t s  o f  deve lop ing  major  g a s  r e s e r v e s  unde r  t h e  

a c r e a g e  covered i n  t h i s  r e p o r t  coupled w i t h  t h e  i n c r e a s i n g  demand f o r  n a t u r a l  

g a s  make t h i s  a  good p r o s p e c t  a t  t h i s  time. The s u c c e s s f u l  comple t ion  o f  t h i s  

p r o j e c t  would r e a p  l a r g e  rewards .  

The Stony Lrrke a n t i c l i n o r i u m  was f irst  d e f i n e d  by s u r f a c e  g e o l o g i c  

mapping and h a s  been f u r t h e r  coi~;irmed and d e f i n e d  by ove r  200 miles o f  

s e i s m i c  s h o o t i n g .  S ix  w e l l s  have been d r i l l e d  i n  t h e  a r e a  t o  d a t e  r e s u l t i n g  

i n  f o u r  abandonmen~s  and two wells capab l e  o f  g a s  p roduc t i on .  

GEOLOGY 

'The Stony Lake a n t i c l i n o r i u m  l i e s  on t h e  e a s t e r n  edge o f  t h e  Rocky 

Mountain f i , o t h i l l s  b e l t  b u t  w i t h i n  t h e  a r e a  o f  Laramide t h r u s t - f a u l t i n g .  

The l a r g e  s t r u c t u r a l  c l o s u r e  was formed d u r i n g  t h e  Laramide Revolu t ion  by 

compress iona l  f o r c e s  from t h e  west. The s t r u c t u r a l  s t y l e  is  s i m i l a r  t o  

P inche r  Creek, Jumping Pound and many o t h e r  p r o d u c t i v e  t h r u s t  s t r u c t u r e s  

a l o n g  t h e  f o o t h i l l s  b e l t  o f  t h e  Canadian C o r d i l l e r a .  The t r a p  i s  formed by 

doubly p lunging  t h r u s t  s h e e t s  i n v o l v i n g  T r i a s s i c  and p o s s i b l y  M i s s i s s i p p i a n  

s t r a t a .  





Surface rocks  a t  t h e  Stony s t r u c t u r e  a r e  Lower Cretaceous c l a s t i c s  

and any t e s t  of t h e  s t r u c t u r e  w i l l  spud i n t o  t h e s e  sediments.  Seve ra l  sands 

w i l l  be encountered which may have some p o t e n t i a l  i.f p o r o s i t y  i s  developed 

and t h e s e  sands should be eva lua ted  from l o g s  o r  from samples and a gas  

d e t e c t o r  while  d r i l l i n g .  These s t r a t a  w i l l  probably be repea ted  a t  l e a s t  

i n  p a r t  by a  t h r u s t - f a u l t .  

The most p o t e n t i a l  r e s e r v o i r s  i n  t h e  a r e a  inc lude  t h e  Cretaceous 

( ~ i  k i n a s s i n ) ,  T r i a s s i c  ( ~ a l d o n n e l ,  Char l i e  Lake and ~ a l f w a y )  , Permo Pennsyl- 

vanian (S todda r t )  and Miss i s s i p p i a n  ( ~ u n d l e )  . 
To d a t e  gas  accumulations a r e  proven i n  t h e  Nikinass in  Formation 

and i n  t h e  T r i a s s i c .  The C-25-A w e l l  is  a completed Nikinass in  gas  w e l l  whi le  

t h e  D-59-A w e l l  i s  a  suspended Nikinass in  gas  wel l .  The C-25-A w e l l  p e r f o r a t e d  

more than  50 f e e t  of  gas pay and with an a b s o l u t e  open flow p o t e n t i a l  o f  9 .3  

MXcf/d. Kei t h  Banks, Schlumberger Engineer ,  s tud ied  t h e  w e l l  l ogs  and f e e l s  

pay t h i c k n e s s  i s  i n  excess  o f  300 f e e t .  Log a n a l y s i s  by Schlumbergrbr a l s o  

i n d i c a t e  cons idc rab le  probable N ik inass i .n  pay t h i c k n e s s  i n  t h e  D-59-A we l l .  

Other  w e l l s  d r i l l e d  i n  t h e  a rea  have had Nikinass in  gas shows. 

Beds of  T r i a s s i c  age have been reached i n  t h e  Columbia Monlu;;;.,. 

Pass  A-54-G w e l l  and t h e  R ich f i e ld  D-63-G we l l .  The D-63-G w e l l  encountered 

gas  shows i n  t h e  Nikinass in  and T r i a s s i c  hor izons  b u t  no t r s t s  were made i n  

t h e  Nikinass in .  The w e l l  encountered two zones o f  l o s t  c i r c u l a t i o n  i n  t h e  

T r i a s s i c .  A t  11,850 f e e t  s e v e r a l  thousand b a r r e l s  of  mud and some cement 

were p~imped i n t o  ilie formation b e l o r e  a d r i l l  stem t e s t  was n c i l ,  which s t i l l  

y i e lded  700 Wr!: decreas ing  t o  200 M C F / ~ .  A t  12,631 f e e t  t h e  w e l l  aga in  

l o s t  c i r c u l a t i o n  and f i n a l l y  blew o u t  with gas  f lows es t imated  up t o  44 MMcf/d. 

A f t e r  t h e  blowout a f i s h  prevented t h e  zone from being  r e t e s t e d .  The A-54-G 
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wel l  crrcountered .the T r i a s s i c  about 1400 f e e t  low and yielded only 100 feet  

of muddy gas c u t  water cushion and 3900 f e e t  of  water cushion on d r i l l  

stem t e s t .  

The T r i a s s i c  Halfway Formation has not  been penetrated a t  t h e  Stony 

Lake Ant ic l ine .  Outcrop s e c t i o n s  t o  t h e  nor th  i n d i c a t e  it is a porous, f i n e  

grained sandstone with some in te rbeds  and mounds o f  massive ree fo id  limestone. 

This formation produces a t  Blueberry, Mill igan Creek, Beatton River and 

many o the r  f i e l d s ,  b u t  these  a r e  over 100 miles t o  t h e  nor th  and r e s e r v o i r  

condi.tions a t  Stony Lake a r e  unknown. The d i s t r i b u t i o n  of  t h e  formation 

is not  we l l  known, bu t  t h i s  could make a good r e s e r v o i r  i f  encountered, 

and t h e r e  is a s t rong p o s s i b i l i t y  t h a t  t h e  formation under l i e s  t h i s  s t r u c t u r e .  

The Baldonnel and Char l ie  Lake have yielded gas blows i n  t h e  

Richf ie ld  D-63-G well ,  and t h e  formations con ta in  rese rves  a t  t h e  nea res t  

T r i a s s i c  discovery a t  Sukunka, s i x t y  miles along t rend t o  t h e  northwest.  

Control  i s  such t h a t  t h e  th ickness  and f a c i e s  of t h e  Permo- 

Pennsylvanian Stoddar t  group a r e  unknown, bu t  poros i ty  i n  t h i s  u n i t  is  

known from t h e  f o o t h i l l s  outcroppings. 

The Rundle Group of Mississippian Age is  t h e  main producing 

horizon i n  t h e  Rocky Mountain f o o t h i l l s .  This s t r u c t u r e  is near t h e  f a c i e s  

change from porous l imestone f a c i e s  t o  dense cher ty  limestone f a c i e s  of 

t h e  P r o f i t  Formation. Lack of s u f f i c i e n t  c o n t r o l  makes it impossible t o  

p r e d i c t  whether the  formation w i l l  be porous o r  not .  

A Devonian r e e f  play may wel l  extend beneath t h e  s u b j e c t  lands ,  

b u t  would be a t  a depth of 18,000 t o  20,000 f e e t  and on t h e  reg iona l  p l a t e .  

Seismic t o  da te  has no t  been success fu l  i n  d isplaying r e f l e c t i o n s  t h i s  



deep and reworking o f  cur ren t  seismic is recommended t o  see  i f  deep 

r e f l e c t i o n s  can be enhanced t o  def ine  any Devonian ree f ing .  

STRUCTURE 

The s u b j e c t  area has been mapped se i smica l ly  by over 200 miles  

of shooting which has been in te rp re ted  by D r .  M .  Aydin, P. Geoph. Two 

seismic s t r u c t u r e  maps on the  Gates sandstone, prepared by D r .  Aydin, 

accompany t h i s  r e p o r t .  

The Stony Lake ant ic l inor ium is  over 25 mi les  long and is formed 

by th rus t - fau l t ing  near t h e  e a s t e r n  l i m i t  of t h e  d is turbed b e l t .  The 

Gates Sandstone forms an  e x c e l l e n t  geophysical  r e f l e c t o r  and is very u s e f u l  

i n  def in ing t h e  subsurface s t r u c t u r e .  Other fragmentary r e f l e c t i o n s  

combined wi th  we l l  c o n t r o l  g ive  a  reasonably c l e a r  i n t e r p r e t a t i o n  o f  t h e  

s t r u c t u r e .  Reworking of the  seismic using modern processing techniques 
4 

could enhance t h e  data f o r  t h e  deep p a r t  of t h e  s e c t i o n .  

Severa l  culminations occur on the  an t i c l inor ium which a r e  exh ib i t ed  

on t h e  a t tached "Lower Gates" and "Upper Gates" s t r u c t u r e  maps. 

Two culminations occur on t h e  s u b j e c t  l ands  on t h e  p l a t e  below 

the  Stony Lake t h r u s t ,  one near t h e  southeas t  corner  of 93 I 15-A and of 

which about 2,000 a c r e s  l i e  wi th in  t h e  farmin l a n d s  t h e  o t h e r  culmination 

t o  t h e  nor theas t  with apparent  a e r i a l  c losure  of  10,000 a c r e s ,  of which 

about 2,000 a c r e s  l i e  wi th in  t h e  l ands  offered t o  Lantern; '  

Other c losures  occur on t h e  s u b j e c t  l ands  i n  t h e  p l a t e  above t h e  

Stony Lake t h r u s t  which could be of i n t e r e s t .  It would be necessary t o  move 

f a r  enough down-dip t o  make su re  t h e  l a d i n g  edge of t h e  T r i a s s i c  r e s e r v o i r s  

a r e  encountered i n  a t e s t  well .  



A Nikinass in  t e s t  o f  t h e  s t r u c t u r e  on t h e  f o o t w a l l  o f  t h e  Stony 

Lake t h r u s t  would r e q u i r e  an  8000 f o o t  t e s t ,  a  T r i a s s i c  t e s t  would be  about  

13,000 fee t ,  a Miss i s s ipp ian  t e s t  would be about  15,500 f e e t .  T h e  es t imated  

c o s t  of a Nikinass in  t e s t  is $500,000; a  T r i a s s i c  tes t ,$900,000;  and a  

Miss i s s ipp ian  t e s t  $1,200,000. Tes t  o f  t h e  hanging w a l l  s t r u c t u r e s  would 

be somewhat l e s s ,  b u t  a l s o  have h igher  r i s k  and perhaps l e s s  p o t e n t i a l .  

POTCNTIAL RESERVES 

I t  is understood t h a t  t h e  l a n d s  a r e  i n  l e a s e  form and t h u s  none 

must be r e tu rned  t o  t h e  Government. 

I t  was n o t  f e l t  t h a t  it would be necessary t o  do a  d e t a i l e d  
t 

runout  of  t h i s  prospect  a s  t h e r e  a r e  t o o  many unknown f a c t o r s  and e s t ima tes ,  

bu t  t h e  o v e r a l l  p o t e n t i a l  of t h e  s t r u c t u r e  is  enormous. 

I t  should be made c l e a r  t h a t  t h e  c a l c u l a t i o n  of Poss ib l e  Reserves 
8 

i s  based on assumptions of r e s e r v o i r s  cond i t ions  i n  formations i n  which 

r e s e r v e s  have no t  been e s t a b l i s h e d ,  and a s  such must be considered h igh ly  

i n t e r p r e t i v e .  Thus, while  proven r e se rves  have been g iven  a va lue  05 5  

c e n t s  per thousand cubic  f e e t ,  p o s s i b l e  r e se rves  have been given a  va lue  

o f  only 1 /4  c e n t .  

Reserves i n  t h e  Nikinass in  Formation have been e s t ab l i s iwd  a t  t h e  

C 25-A wel l .  Proven r e s e r v e s  o f  31 b i l l i o n  cubic  f e e t  have been est imated 

by t h e  Province o f  B r i t i s h  Columbia based on 287 f e e t  o f  pay covering 640 

a c r e s .  



Proven r c s c r v e s  - 
Poss ib l e  r e s e r v e s  - 

Closurc ind ica t ed  by se ismic  
Approximate a rea  of c l o s u r e  

(unproven) 
Ass\lmed pay 
1lstj.mated ~ C ~ / a c r e - F o o t  

4,000 a c r e s  

Remt~ining p o s s i b l e  Kikinn,ssin r e w w e s  49 BCF 
based on t h e  above a s sun~p t ions  

T r i a s s i c  naldonnel  - C h a r l i e  Lake 
- - 

Although some workers have a l l o ~ e d  f o r  proven r e s e r v e s  i n  t h e  

T r i a . ~ s i c  based on t h e  b l o ~ o u t  a t  t h e  R ich f i e ld  D-63-6 h e l l ,  t heso  a r e  t r e a t e d  

he re  a s  p o s s i b l e  r e s e r v e s  only. Reservoir  c o n d i t i o n s  a r e  unknown, and t h e s e  

a r e  e s t j c~a ' i e s  only.  Assuming G p o r o s i t y  of 6 pe r  c e n t ,  a water  s a t u r a t i o n  

of 30 p e r  c e n t ,  a r e s e r v o i r  of 5,000 pounds, an abandonment p r e s s u r e  

0 
of 500 pounds, r e s e r v o i r  temperature of  220 F ,  s u r f a c e  l o s s  of  20 p e r  c e n t  

and i n i t i a l  and abandonment c o m p r e s s i b i l i t y  f a c t o r s  of 0.8 and 1 .0  r e s p e c t i v e l y ,  

t h e  recoverable  gas  pe r  a c r e  f o o t  w i l l  be about  435 thousand cub ic  f e e t .  

Probable r e s e r v e s  - 
Area 

Pay th i ckness  unknown - assumed 
Reserves pe r  acre- foot  

Poss ib l e  T r i a s s i c  Baldonnel C h a r l i e  
Lake r e s e r v e s  based on foregoing  
assumptions 

4,000 a c r e s  i n d i c a t e d  
by se ismic  
100 f e e t  
435  acr acre-foot 

174 BCF 

T r i a s s i c  Halfway Sand 

The T r i a s s i c  Halfway Sandstone has  n o t  been pene t r a t ed  by w e l l s  

t o  d a t e  s o  i t s  p o t e n t i a l  i s  completely based on assumptions. I t  i s  presented  

t o  show t h e  p o s s i b l e  p o t e n t i a l .  

Assuming a p o r o s i t y  of 10  pe r  c e n t ,  a  water  s a t u r a t i o n  o f  25 p e r  

c e n t ,  an i n i t i a l  r e s e r v o i r  p re s su re  of 5,600 pounds, a n  abandonrnentpressure 
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of  500 pounds, r e s e r v o i r  t empe ra tu r e  o f  230' F ,  s u r f a c e  l o s s  o f  20 p e r  c e n t ,  

and i n i t i a l  and abandonment c o m p r e s s i b i l i t y  f a c t o r s  o f  0 . 8  and 1 . 0  r e s p e c t i v e l y ,  

t h e  r e c o v e r a b l e  g a s  p e r  a c r e - f o o t  would be  abou t  885 thousand c u b i c  f e e t .  

P o s s i b l e  r e s e r v e s  

Area 4,000 a c r e s  i n d i c a t e d  by s e i smic  
Pay t h i c k n e s s  unknotcn - assumed 50 f e e t  
Reserves  p e r  a c r e - f o o t  885 ~ ~ l ' / a c r e - f o o t  

P o s s i b l e  T r i a s s i c  Halfway Sandstone 
based on t h e  f o r e g o i n g  assumpt ions  177 BCF 

LAND - 
The l and  h o l d i n g s  a r e  o u t l i n e d  on t h e  enc losed  l and  map. Lan t e rn  

have adv i s ed  t h a t  t h e s e  a r e  i n  l e a s e  form and a r e  c u r r e n t l y  i n  good s t a n d i n g ,  

and t h a t  t h e y  have been o f f e r e d  a n  o p p o r t u n i t y  t o  e a r n  a  p o r t i o n  o f  t h e s e  

l a n d s .  

LAND VAL(JE 

Proven g a s  r e s e r v e s  s h o u l d . l ~ a v e  a p r e s e n t  v a l u e  o f  abou t  5  c e n t s  

p e r  thousand c u b i c  f e e t .  I t  i s  d i f f i c u l t  t o  p l a c e  a n  a c c u r a t e  v a l u e  on t h e  

p o s s i b l e  gas r e s e r v e s ,  b u t  t h e  b e s t  way is  probably i)y d i s c o u n t i n g  t h e  p r i c e  

by t h e  amount of r i s k  invo lved  i n  t h e  d r i l l i n g  v e n t u r e .  On t h i s  b a s i s  it 

is  f e l t  t h a t  1 /4  c e n t  p e r  MCF i s  c o n s e r v a t i v e .  

Proven r e s e r v e s  

33 BCF x 5  c e n t s / K ~  = $1,650,000 

P o s s i b l e  g a s  r e s e r v e s  

400 BCF x 1/4  cent/^^^ = $1,000,000 

T o t a l  = $2,650,000 



$ 218,000 
U N I O N  - U N O T E X -  
BANFF  - A Q U I T A I N E  

U N I O N  - UNOTEX - 

B A N F F  - AQUITAINE 

U N I O N  - UNOTEX L 
HUSKY - PUBCO- 

I F R A N C A N A  I 

I CPOG I 

$ 765,000 

U N I O N  -UNOTEX 

$ 1,148,785 

H B O G  - S H E L L -  

BONUS P R I C E S  PAID 

AT B.C. LAND SALE 

AUGUST 2 0 ,  1969 

STONY LA  K E AREA 

FIGURE 4 



Undr i l lcd  l a n d s  t o  t h e  n o r t h e a s t  have s o l d  f o r  $17 t o  $31 pe r  

l e a s e  a c r e .  These a r e  bonus b i d s  f o r  t h e  l a n d s  which a r e  un te s t ed .  The 

s u b j e c t  l ands  have been s h o t  s e i s m i c a l l y ,  and t h e r e  is d r i l l i n g  done, and 

inasmuch a s  t h e  i n t e r e s t  t o  be earned i n  t h e  sub j c c t  l ands  is  by f u r t h e r  

eva lua t ion  o f  t h e  p r o p e r t i e s  r a t h e r  t han  by cash,  it i s  Ce l t  t h a t  t h e  

$2,650,000 va lue  is  c o n s i s t e n t  wi th  t h e  l and  va lue  i n  t h e  a r e a .  

S  UMbL4RY 

The Stony Lake a n i t c l i n o r i u m  is  a  very l a r g e  Ceature, b u t  i t  is 

extremely complex s t r u c t u r a l l y .  A l l  w e l l s  d r i l l e d  t o  d a t e  seem t o  i n d i c a t e  

gas  r e s e r v e s  i n  any zone t h a t  is s u f f i c i e n t l y  porous which i n d i c a t e s  

s t r u c t u r a l  c l o s u r e  is p resen t .  

A commercial hydrocarbon accumulation r e q u i r e s  a  t r app ing  

mechanism, a porous r e s e r v o i r  and t h e  migra t ion  of hydrocarbons i n t o  same. 

The s t r u c t u r e  i s  p r e s e n t  and hydrocarbons have been proven i n  t h e  r e s e r v o i r  

beds which have been encountered. I f -  a n , e x t e n s i v e  r e s e r v o i r  is encountered, 

a  very l a r g e  accumulation is probable.  It is  l e l t  t h a t  t h e  odds of f i n d i n g  

s u b s t a n t i a l  r e s e r v e s  a r e  n o t  more than  10 :1 ,  and t h a t  t h i s  is a  r e a l i s t i c  

r i s k  on t h e  p r o j e c t .  

The group t o  make t h e  i n i t i a l  discovery would be i n  a good p o s i t i o n  

t o  purchase unleased Government l a n d s ,  and op t ions  can perhaps be obtained by 

o t h e r  l and  owners. This  eva lua t ion  has  no t  cons idered  t h e  p o t e n t i a l  o f  t h e  

Miss i s s ipp ian  o r  t h e  Devonian, o t h e r  c l o s u r e s  on t h e  l a n d s  o r  t h e  p o s s i b i l i t y  

of earn ing  o t h e r  l ands .  Recent p r i c e s  paid a t  compet i t ive  l and  s a l e s  i n d i c a t e  

i n d u s t r y ' s  i n t e r e s t  i n  t h e  a r e a .  

August 6 ,  1971 



Rig move 

APPENDIX I 

ESTIMATED WELL COST 

8,500' N ik inass in  T e s t  

Stony A n t i c l i n e  

Land, l e g a l  and l i c e n c e s  

Locat ion p repa ra t ion  

Rig up and  dorjn 

Daywork - 65 days @ $1,80O/day 

Camp - 75 days @ $200/day 
1 

Surface  cas ing  - 850' o f  1 3  3/8" and a c c e s s o r i e s  

Cementing s e r v i c e s  ( s u r f a c e  cas ing )  

Fuel 

B i t s  

Mi13 ( o r  compressors f o r  93s d r i l l i n g )  

Water 

Coring (120 '  @ $15/foot)  

D r i l l  s tem t e s t s  - 3 @ $1,200 

Logging - Dual  Induct ion  La t e r o l o g  
Sonic l o g  
S idewaU. Neutron 

Gas d e t e c t o r  

Geologica l  and engineer ing  

Communications, a i r c r a f t  and misce l laneous  

Abandonment (cementing s e r v i c e s  and l e a s e  c leanup)  

Contingencies  

ESTIMATED DRY HOLE COST 
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I ,  Clayton lloward R i d d e l l ,  c o n s u l t i n g  g e o l o g i s t ,  of  128 Canata 
Close,  Calgary 16 ,  A lbe r t a ,  do d e c l a r e :  

1. That I graduated from t h e  U n i v e r s i t y  of Manitoba with t h e  
degree of  Bachelor  o f  Science (Honours) i n  1959. 

2.  That I am a  member of t h e  American Associati-on o f  Petroleum 
Geo log i s t s ,  t h e  Alberta  Soc ie ty  of Petroleum Geo log i s t s ,  and t h a t  I am a  
r e g i s t e r e d  P r o f e s s i o n a l  Geologis t  f o r  t h e  Province of  A lbe r t a .  

3 .  That t h e  o r i g i n a l  r e p o r t  on t h i s  p rope r ty  was w r i t t e n  on 
,January 15 ,  1971, f o r  Legend Cxp1.orations L td .  and a t  t h a t  t ime  I had no 
i n t e r e s t ,  d i r e c t  o r  i n d i r e c t ,  nor  d id  I expec t  t o  r e c e i v e  any i n t e r e s t ,  
d i - r e c t  o r  i n d i r e c t ,  i n  t h e  proper ty  reviewed. Since t h a t  t ime  I have 
obta ined  an i n t e r e s t  i n  l a n d s  a d j a c e n t  t o  t h i s  p rope r ty  b u t  t h i s  h a s  i n  
no way a f f e c t e d  t h e  r e p o r t .  I have 'no i n t e r e s t ,  p r e s e n t  o r  expected i n  
t h e  s e c u r i t i e s  of Lantern  O i l  and Gas Limited (NPL) . 

4 .  That t h e  above r e p o r t  i s  based on g e o l o g i c a l  and o t h e r  
g e n e r a l  knowledge o f  t h e  a r e a  desc r ibed  t h e r e i n  and upon a  c o n s i d e r a t i o n  
of  t h e  a v a i l a b l e  d a t a  on w e l l s  d r i l l e d  on it and i n  a d j a c e n t  a r e a s ,  and 
upon examinat ion of t h e  s e i smic  d a t a  over  t h e  p rospec t .  

-- 

August 6 ,  1971 
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L. J. MANNING & ASSOCIATES LTD. 
CONSULTING MINING AND GEOLOGICAL ENGINEERS 

610-800 WEST PENDER STREET VANCOUVER 1. B.C. 

OFFICE PHONLI 

683-S861 

RESIDENTIAL PnomE: 

L. J .  MANNING 981-S690 

September 27, 1971. 

Pres i d e n t  & D i  r ec to r s ,  
Lan te rn  Gas & O i  1 L t d .  (N.P.L.) 
704 ' -  525 Seymour S t . ,  
Vancouver, B. C. 

Dear S i r s :  

The f o l l o w i n g  r e p o r t  i s  based on a personal  examinat ion o f  t h e  
Karen c l a ims  on September 21, 1911 and on a s tudy o f  pub l i shed  
maps and r e p o r t s  o f  t h e  area, 

I 

LOCATION & ACCESS 

Approximate co-o rd ina tes :  Long. 119" 52 '  W 
( c e n t r e  o f  p rope r t y )  L a t .  49" 2 5 '  N 
N.T.S. 82E (wes t -ha l f ) ,  K e t t l e  River ,  11g0 49O S W  

The Karen c la ims  i s  approx imate ly  15 m i l e s  south-west o f  P e n t i c t o n .  
I t  l i e s  on t h e  sou th  s l ope  o f  Green Mountain and i s  bounded i n  
t h e  no r th -eas t  by K l o h t e l t  Creek and on t h e  sou th  by Keremeos 
Creek. Access t o  the p rope r t y  i s  by a p a r t l y  paved highway 
between Pent i c t o n  and t h e  Stemwinder s k i - h i  1 1  f o r  13 m i  les, f rom 
thence by t h e  branch g rave l  road l ead ing  t o  t h e  o l d  N i c k e l  P l a t e  
mine f o r  an a d d i t i o n a l  3 m i l e s .  

PROPERTY 

The p r o p e r t y  c o n s i s t s  o f  16 con t iguous  m ine ra l  c l a ims  loca ted  i n  
t he  Osoyoos M in ing  D i v i s i o n .  Records p rov ided  by your  o f f  i c e  
i n d i c a t e  t h e  c l a ims  were recorded i n  P e n t i c t o n  on Sept 16, 1971, 
(M.R. 67115 E-pen t i c ton)  by C lay ton  S. Powney and subsequent ly  
t r ans fe red  t o  your  company on Sept 22 by b i l l  o f  s a l e  No. 5633 
E-Vancouver . 
Cla im Name Taq No. E x p i i y  D a t e  

Karen 1 - 5 i n c l .  900467-70 i n c l .  Sept. 16, 1972 
Karen 6 - 16 i n c l .  224709-20~ i n c l .  Sept.  16, 1972 
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TOPOGRAPHY AND VEGETAT l ON 

E l e v a t i o n  o f  t h e  p r o p e r t y  ranges f rom 5,100 f t .  t o  6,200 f t .  
a.m.s. 1 .  K l o h t e l  t Creek d r a i n s  t h e  area. Spruce, Jackpine 
and meadows a r e  t h e  main f l o r a .  Outcrops occupy approx imate ly  
5% t o  10% o f  t h e  p rope r t y .  

H l STORY 

Shal low p i t s  sunk i n  a  p y r r h o t i t e  v e i n  i n  s c a t t e r e d  l o c a l i t i e s  
a t t e s t  t o  pas t  a c t i v i t y .  Some t r e n c h i n g  and road b u i l d i n g  was 
c a r r i e d  o u t  a  few years ago ( ve rba l  communication - C. powney) 
by t he  p rev ious  owner o f  t h e  p r o p e r t y .  A  sha l l ow  X-ray ho le  
was d r i l l e d  on one o f  t h e  showings. 

GENERAL GEOLOGY 

The government g e o l o g i c a l  map (G.S.C. 15-1961) i n d i c a t e s  t h e  
area i s  u n d e r l a i n  by T r i a s s i c  c h e r t s  and greenstone o f  t h e  
Independence Format ion and i s  i n t r u d e d  by d i o r i t e  o f  t h e  same 
age. An apophysis o f  t h e  Cretaceous Nelson p l u t o n i c  rocks 
occur  i n  t h e  west and south-west p a r t  o f  the p rope r t y .  The 
no r th -eas t  p a r t  i s  t r ave rsed  by a  no r th -wes te r l y  t r e n d i n g  f a u l t .  

LOCAL GEOLOGY 

Outcrops on road cuts ,  p i t s  and t renches were examined. The 
sediments c o n s i s t  o f  q u a r t z i t e  and c h e r t .  I n tense l y  f r a c t u r e d  
and moderate ly  a l t e r e d  quar tz -monzon i te  i s  exposed on t h e  upper 
road c u t .  The f r a c t u r e  p lanes a r e  hema t i t e  coated. Sparse 
f i n e  g ra ined  c h a l c o p y r i t e  and p y r i t e  d i ssem ina t i on  i s  p resen t .  

A  10 t o  15 f e e t  wide p y r r h o t i t e  v e i n  t rends  across the p r o p e r t y  
i n  a  ENE d i r e c t i o n  and i s  t r a c e a b l e  by i n t e r m i t t e n t  ou t c ropp ing  
f o r  approx imate ly  2,000 f e e t .  Sporadic  s t r i n g e r s  and patches 
o f  c h a l c o p y r i t e  a r e  in te rg rown wi,th i t .  

CONCLUS l ONS AND RECOMMENDAT l ONS 

H i g h l y  f r a c t u r e d  and moderate ly  a1 t e red  quartz-rnonzoni t e  c o u l d  
a c t  as hos t  f o r  s tockwork type  copper m i n e r a l i z a t i o n .  The 
p y r r h o t i t e  v e i n  and t h e  r e g i o n a l  f a u l t  i n d i c a t e s  channel-ways 
f o r  hydrothermal  a c t i v i t y  a r e  p resen t .  

I n  v iew o f  t h e  f o rego ing  t h e  f o l l o w i n g  reconnaissance program 
i s  recommended:. 
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I 

Phase I 
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1 .  Prepare a  topograph ica l  base map and conduct a  pho togeo log i ca l  
i n t e r p r e t a t i o n  o f  t h e  area. 

2. E s t a b l i s h  an east-west base l i n e  across t he  p r o p e r t y  c e n t r e  
and run no r th - sou th  g r i d  l i n e a t  400 f o o t  i n t e r v a l s .  

3. Conduct a geochemical s o i l  , magnetometer and low frequency 
EM survey over  the g r i d .  

4. ~ e o l o ~ i c a l l y  map and p rospec t  t h e  area.  

5. Conduct t r e n c h i n g  o r  s t r i p p i n g  i n  areas o f  i n t e r e s t .  

Con t ingen t  on r e s u l t s  o f  Phase I, Phase I1 c o n s i s t i n g  o f  t h e  
f o l l o w i n g  should be implemented:, 

Phase I I 
I 

1. Conduct an Induced P o l a r i z a t i o n  survey over  t a r g e t  area 
o u t l i n e d  i n  Phase I. 

2. Trench and/or diamond d r i  1 1  se l ec ted  t a r g e t  areas. 

COST EST I MATES 

Phase I 

Topographica l  base map and photogeology 
L i n e  c u t t i n g - 2 0  m i l e s  (.I $100/mi le  
S o i l  sampl ing and a n a l y s i s  
Magnetometer and EM surveys 
Geo log ica l  mapping & p rospec t i ng  
T r a n s p o r t a t i o n  
Data comp i l a t i on ,  i n t e r p r e t a t i o n  & r e p o r t  
M i  s c e l  laneous - room & board e t c ,  
T rench ing  
Eng ineer ing  & s u p e r v i s i o n  
Cont ingencies 

T o t a l  Phase I 
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Phase 1 1  

1. Induced Polarization survey say 5 miles @ $500/mile $ 2,500.00 
2, Allowance for trenching and diamond drilling 12,000.00 
3. Engineering & supervision 2,500.00 
4. Contingencies 

Total Phase I I 

T o t a l  Phase I and 1 1  $ 34,000.00 

Respectful ly submi tted, 

L. 3.  MANNING & A S S O C I A T E S  LTD. 

S .  S .  Tan, 6.' S c . ,  F ,G .A ,C .  
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CERTIFICATE 

I, Siak S. Tan, r es i d i ng  a t  310 - 1965 W e s t  8 t h  Aven~e, i n  t h e  
C i t y  o f  Vancouver, Province o f  B r i t i s h  Columbia, .hereby c e r t i f y  
that :  

1. I am employed as a geo log is t  by L. J. Manning and Associates 
Ltd., w i t h  o f f i c e s  a t  610 - 890 West Pender Street ,  
Vancouver, 8. C. 

2. 1 am a graduate o f  Car leton Univers i ty ,  Ottawa, Ontario, L S c .  
, ( ~ e o l o g y )  i n  1964, and have p rac t i ced  my profess ion s ince  

t h a t  time. 

3. I am reg is te red  as a Fel low o f  the Geological Assoc ia t ion o f  
Canada, 

4. 1 have sucess fu l l y  completed, by examination, the academic 
requirements f o r  admission t o  membership o f  t h e  Assoc ia t ion 
o f  Professional  Engineers o f  B r i t i s h  Columbia, and am 
p resen t l y  en ro l l ed  as an Engineer- in-Training. 

5. 1 have no in te res t ,  d i r e c t  o r  i nd i rec t ,  i n  the  p roper t ies  o r  
secur i t ies of Lantern Gas and O i  1 Ltd. (N.P. L.) 
o r .  any o f  i t s  a f f i l i a t e s ,  nor do 1 expect t o  rece ive  any 
such i n t e res t .  

6. This report  i s  based on a personal examination of the Karen . 
c l a i m s  on. Sept. 21, 1971, on a study o f  publ ished repor ts  

y and maps and personal knowledge o f  the area. 

DATEDatVancouver, B r i t i s h t o l u m b i a t h i s  2 8 t h d a y o f  September 1971. 








