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1. PLAN OF DISTRIBUTION 

Offering 

The Issuer by its Agent hereby offers (the "Offering") to 
the public through the facilities of the Vancouver Stock 
Exchange 300,000 common shares (the "Shares"). 

The Shares will be sold at a price of $0.45 per Share. 

The Offering shall be made on a day (the "Offering Day") 
within the period of 180 business days following the Effective 
Date of this Statement of Material Facts (the "Effective Date" ) 
being the date of acceptance of this Statement of Material Factsk-,. 
by the Exchange and the Superintendent of Brokers2 

subscriptions for the entire offering of 300,000 Shares are not-4: 
obtained on the Offering Day the Offering shall terminate and . j C  

all subscriptions shall be cancelled and all funds received by.*:2 
the Agent for subscriptions shall be returned to the',,., 

-3 subscribers. 

The purchaser of any Shares will be required to p a y s  
regular commission rates as specified by the rules and by-laws2 
of the Exchange. 

( "Superintendent" ) as noted on the cover page) . If 

".ll)u 
-48- 

Appointment of Agent 

The Issuer, by an agreement dated January 26, 1989, as 
amended June 28, 1989, (referred to as the "Agency Agreement") 
appointed Canarim Investment Corporation Ltd., of 2200-609 
Granville Street, Vancouver, British Columbia as its Agent 
("Agent") to offer the Shares to the public. 

The Issuer will pay the Agent a commission of $10,000,00 
on completion of the sale of the entire offering. 

The Agent reserves the right to offer selling group 
participation in the normal course of the brokerage business to 
selling groups of other licensed broker-dealers, brokers and 
investment dealers who may or may not be offered part of the 
commissions or bonuses derived from this Offering, 

The obligations of the Agent under the Agency Agreement 
may be termin,ated prior to the Offering Day, at the Agent's 
discretion, on 'the basis of its assessment of the state of the 
financial markets and may also be terminated at any time upon 
the occurrence of certain stated events. 

The Issuer has granted the Agent a right of first refusal 
provide future equity financing to the Issuer for a period of to 

1 2  months from the Effective Date. 
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Directors, officers and other insiders of the Issuer may 
purchase shares from this Offering. 

There are no payments in cash, securities or other 
consideration being made, or to be made, to a promoter, finder 
or any other person or company in connection with the Offering 
other than dislosed in this Statement of Material Facts. 

2. HOW THE NET PROCEEDS OF THE ISSUE ARE TO BE SPENT 

The Issuer will receive net proceeds of $125,000.00 from 
the sale of Shares providing the minimum subscription has been 
met. The principal purposes for  which these funds will be used 
as follows: 

(a) Estimated cost including legal, audit 
printing, of this issue 

(b) Accounts payable as at April 30, 1989 

(c) To carry out Phase I of the exploration 
program on the Jack, Black & Can't Fix 
Claims, Slocan Mining Division, as 
recommended by Wayne M. Ash, P.Eng. i n  
his December 20, 1988 report 

(d) To carry out Phase I1 of the exploration 
program on the Jack, Black & Can't Fix 
Claims, Slocan Mining Division, as 
recommended by Wayne M. Ash, P.Eng. in 
his December 20, 1988 report 

(e) Working Capital 

$17,500.00 

$43,317.00 

$ 8,700.00 

$16.,850.00 

$36.633 . 00 
$125,000.00 

3. MATERIAL NATURAL RESOURCE PROPERTIES 

(1) SUMMARY OF MATERIAL MINING PROPERTIES 

Group I Properties for which regulatory approval has been 
obtained under this Statement of Material Facts. 

Group 11 Presently held properties which are currently 
producing or being explored, or upon which 
exploration is planned within the next year. 
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Group I11 Other presently held properties upon which the 
Issuer's acquisition and exploration costs to date 
exceed $100,000, 

Issuer s Planned 
Acquisition Expenditure from 
and Explora- Shares Funds Available 

Property Costs to Date Issued upon Completion 
Group Name (in $1  to Date of the Offering 

I Nil 

I1 Jack, Black $12,200.00 none $25,550.00 
& Can't Fix acquisition costs 
Claims 
Slocan Mining $43,818.00 
Division, exploration costs 
British Columbia 

I11 Nil 
\ 

GROUP I - PROPERTIES FOR WHICH REGULATORY APPROVAL HAS BEEN 
OBTAINED UNDER THIS STATEMENT OF MATERIAL FACTS. 

NONE 

GROUP 11 - PRESENTLY HELD PROPERTIES WHICH ARE CURRENTLY 
PRODUCING OR BEING EXPLORED, OR UPON WHICH EXPLORATION IS 
PLANNED WITHIN THE NEXT YEAR. 

JACK, BLACK & CAN'T FIX CLAIMS 
SLOCAN MINING DIVISION 
PROVINCE OF BRITISH COLUMBIA 

By an agreement dated September 7, 1983, with Ronald Card 
of 2621 Byron Road, North Vancouver, B.C., the Issuer acquired 
the following mineral claims: 

Name No, Units Record No. Expiry Date 

Jack 
Black 
Can ' t F i x  

3 
12 
20 

5894 Dec. 1, 1989 
5893 Dec. 1, 1989 
5895 Dec. 1, 1989 

located in the Slocan Mining Division, British Columbia 
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(hereinafter called the "Property"). Mr. Card transferred his 
interest in the Property to the Company in consideration of the 
issuance to him of 750,000 escrowed shares in the capital stock 
of the Company and the payment of $4,700. The cash payment to 
Mr. Card represented a re-payment of out-of-pocket expenses in 
connection with the acquisition of the claims. 

Location and Access 

The following is taken from the report of Wayne M. Ash, 
P.Eng., dated December 20, 1988: 

"The Jack-1, Black-1 and Can't Fix-1 Property is 
located seven kilometres southeast of Sandon, 100 
kilometres north of Nelson, at elevations ranging 
between 5,500' and 8,300 feet ( 1 , 6 7 5  to 2,500 
metres), the highest point being Mount Heyland. The 
Property is easily reached by 4x4 pick-up truck on a 
recently constructed logging road that follows Long 
Creek from the Keen Creek road to approximately the 
southeast edge of the claims. The Keen Creek road 
is accessible from Nelson, north on Highway 3 and 31 
to Kaslo, and thence west six kilometres on Highway 
3 1 A  to the Keen Creek turn-off. The Cork-Province 
mine is 11 kilometres southwest on the Keen Creek 
road. " 

Work on the Jack, Black C Can't Fix Claims 

The following is taken from the report of Wayne M. Ash, 
P.Eng., dated December 20, 1988: 

"The Comstock, Virginia and Erie claims were 
originally staked in the early 19OO's, when three 
adits were driven on a strong quartz vein. The adits 
are 7 5  feet apart vertically and in 1948 only the 
middle level at an elevation of 2,100 metres was 
accessible. This level followed the steeply dipping 
quartz vein for  186 feet. It was reported that in 
1909 a shipment of 5 tons was made that averaged 100 
oz. Ag per ton and 60% Pb. In 1948 a small crew was 
occupied clearing the trail up Long Creek to the 
Comstock claim and cleaning out the middle level. 
The B.C. Minister of Mines report for the year stated 
that a grab sample from the uppermost dump assayed 
79.1 02. Ag/ton, Nil Au, 0.9% Pb and 6.0% Zn. 

In 1980, Canfic Silver Mines Ltd. held an option on 
the three Crown-grant claims and acquired 5 claims 
totalling 91 units. During that summer, Canfac 
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carried out geochemical and geophysical surveys 
(VLF-EM) and rehabilitated the 185 foot long middle 
adit. Approximately 20 kilometres of grid was 
covered. Anomalous soil conditions (silver) were 
found to exist on the original showing within the 
Comstock claim with other soil anomalies outside the 
Crown-granted claims to the northeast and the 
southwest. 

Nautilus Resources Ltd. acquired the claims, now 
named Jack-1, Black-1 and Can't Fix-1 which enclosed 
(but do not include) the Comstock, Virginia and Erie 
Crown granted claims. In 1983 a geochemical survey 
for lead, zinc and silver and an electromagnetic 
survey (EM-16) was carried out over 10,250 metres of 
new grid. In.1985, the previous.soi1 survey carried 
out during 1983 was extended to include an additional 
20,950 metres of grid. A total of 610 soil samples 
were taken in 1983 and 1985. Results were similar to 
that found in 1980 with a new, large lead-silver soil 
anomally discovered to the southeast. The location 
of these anomalies are shown on figures 6 and 7, 
together with the description of the interpretation 
carried out during the 1985 on the soil samples data 
which has been included in the appendix. 

* * * *  
During August, 1985, Nautilus Resources Ltd. 
contracted de La Mothe Exploration Services Ltd. to 
carry out soil sampling. 

The program carried out involved extending the 1983 
grid to the northeast, southwest and southeast. 
These extensions covered the major portion of the 
claimed ground with the exception of those areas 
covered by the Crown grants, bedrock and talus slopes 
and the southwest slope of Mount Carlyle. The 
location of the camp site did not allow convenient 
access to Mount Carlyle. 

The soil sampling program involved not only the 
physical collecting of samples, but also 
reconnaissance prospecting, investigation of sites 
where anomalies from previous surveys were identified 
and identification of soil and 1 andf o r m  
characteristics which affect the classification of 
each soil sample taken." 

Recommendations: 

The following is taken from the report of Wayne M. Ash, 
P.Eng., dated December 20, 1988: 
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"A new logging road has been constructed in the last 
few years from Keen Creek road (near the confluence 
of Long Creek with Keen Creek) to approximately the 
southeast side of the claims. This road should still 
be passable during the 1989 field season, thus making 
it entirely feasible to conduct a trenching program 
on the anomaly sites. The cost of such a program 
would be much less than drilling. Further, drilling 
targets as such have not been established since the 
information available from the soil survey is broadly 
based and not specific enough to effectively site a 
drill set up. Trenching would considerably aid the 
situation. 

To facilitate locating the trenching site, additional 
more detailed soil sampling and more advanced 
geophysical surveys are recommended in the immediate 
area of the geochem anomalies that would be 
investigated. An estimated 130 soil samples and 
6,000 metres of geophysical surveys are recommended. 

The elements tested for  in soil survey should also 
include mercury and zinc. The geophysical equipment 
recommended is an 'integrated portable system that 
measures magnetic, VLF and EM fields, all in one 
operation. This equipment permits conducting more 
detailed surveys and interpretation of the field data 
is also improved." 

The Issuer intends to expend up to $25,550.00 to 
complete Phase I and Phase I1 of the program recommended by 
Wayne Ash, P.Eng., as set out if his report of December 20, 
1988. 

THE JACK, BLACK AND CAN'T FIX CLAIMS have no known body of 
commercial ore and the proposed program is an exploratory search 
for ore. 

GROUP 111 - OTHER PRESENTLY HELD PROPERTIES UPON WHICH THE 
ISSUER'S ACQUISITION AND EXPLORATION COSTS TO DATE EXCEED 
$100,000. 

NONE 

Risk Factors 

The Shares offered hereby are speculative investments, and 
prospective purchasers should consider the following r i s k  
factors. 
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The Issuer's business is subject to risks normally 
encountered in mineral resource exploration and development. 
The profitability of the Issuer's business and the market value 
of the Issuer's securities will be related to the success the 
Issuer experiences in exploration and development of resource 
properties. Mineral exploration and development involve 
significant 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. Substantial 
expenditures may be required to establish ore reserves through 
drilling, to develop metallurgical processes to extract the 
metals from the ore and to construct the mining and processing 
facilities at any site chosen for mining. No assurance can be 
given that current exploration programs will result in any 
commercial mining operation. 

The Issuer's mineral properties are without a known body 
of commerical ore and the proposed programs are an exploratory 
search for ore. The boundaries of the mineral properties 
referred to in this Statement of Material Facts have not been 
surveyed and, therefore, in accordance with the mining laws of 
the applicable jurisdictions, their precise location and area 
may be in doubt. 

In addition, it is normal business practice in the mining 
industry to conduct preliminary title examinations to mineral 
properties prior to conducting exploration work, however, there 
is no assurance that such an examination establishes ownership 
of the mineral property and accordingly, ownership of the 
Issuer's mineral properties may be in doubt. The Issuer will 
follow usual industry practice in conducting a preliminary title 
examination prior to the commencement of exploration work and 
will complete a comprehensive title examination, if and when a 
decision is made to place a mineral property into commercial 
production, Mining operations and exploration activities are 
also subject to national and local laws and regulations which 
currently or in the future may have a substantial adverse impact 
on the Issuer, In order to comply with applicable laws the 
Issuer may be required to make capital and operating 
expenditures or to close an operation until a particular problem 
is remedied. 

Refer to Item 9 of this Statement of Material Facts for 
information as to the lcoation of a list of names of other 
reporting companies of which the directors, officers or 
promoters of the Issuer are also directors, officers or 
promoters, 
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To the knowledge of the directors of the Issuer no other 
persons beneficially own, directly or indirectly, more than 10% 
of the shares of the Issuer other than as set out in Item 6 ( 4 )  
of this Statement of Material Facts. 

4. PARTICULARS OF NON-RESOURCE ASSETS 

The Issuer does not engage nor does it propose to engage 
in a business other than the exploration and development of 
natural resource properties. 

5. CORPORATE INFORMATION 

The Issuer was incorporated on February 22, 1983 under the 
Company Act of the Province of British Columbia by registration 
of the Memorandum and Articles of Association. 

Upon incorporation, the Issuer's authorized capital was 
10,000,000 common shares without par value. Upon acceptance by 
the Registrar of Companies on January 16, 1989 of a special 
resolution the authorized capital was increased to 100,000,000 
common shares without par value. There are currently 1,605,000 
shares currently issued and outstanding. 

All the Issuer's shares, including those offered by this 
Statement of Material Facts, are common shares. They are not 
subject to any future call or assessment, and they all have 
equal voting rights. There are no special voting rights or 
restrictions of any nature attached to any of the shares, and 
they all rank pari passu, each with the other, as to all 
benefits that might accrue to the holder thereof. 

Since the date of the latest financial statements included 
in this Statement of Material Facts, no shares of the Issuer 
have been issued. 

6. DIRECTORS, OFFICERS, PROMOTERS AND PERSONS HOLDING MORE 
THAN 10% OF THE ISSUED EQUITY SHARES 

( 1 )  
George Richard Watson* 
13269-72nd Avenue 
Surrey, B.C. 
President & Director 
Number of Shares held in the Issuer: nil free-trading 

750,000 escrowed 

Mr. Watson's principal occupation for the past five years has 
been a self-employed Chartered Accountant. 
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John Douglas Dorflinger* 
7037 Barkley Drive 
Delta, B.C. 
Director 
Number of Shares held in the Issuer: nil free-trading 

nil escrowed 

Mr. Dorflinger's principal occupation for the past five years 
has been a self-employed Certified General Accountant. 

Axel Rudiger Wiegreffe* 
54-3939 Indian River 
North Vancouver, B.C. 
Director 
Number of Shares held in the Issuer: nil free-trading 

nil escrowed 

Mr. Wiegreffe's principal occupation for the past five years has 
been a self-employed Restauranteur. 

Lisa Christine Cunningham 
210-1592 S.W. Marine Drive 
Vancouver, B.C. 
Secretary 
Number of Shares held in the Issuer: nil free-trading 

nil escrowed 

Ms. Cunningham has been employed as a Legal Secretary for the 
past five years. 

* Member of the Issuer's Audit Committee 
( 2 )  
(a) One of the directors of the Issuer, John D. Dorflinger, is 

a director of one other reporting companies. A complete 
list of the names of such companies is available for 
inspection at the location and during the times specified 
in Item 9 herein. 

(b) None of the directors, officers or current promoters of 
the Issuer is, or has been within the past three years, a 
director, officer or promoter of any reporting company 
which has been struck off the Register of Companies by the 
British Columbia Registrar of Companies or other similar 
authority. One of the directors of the Issuer is a 
current director of a reporting company whose securities 
are the subject of a cease trade or suspension order for a 
period of more than 30 consecutive days. 
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(3) 
(a) None of the directors, officers o r  promoters of the Issuer 

has received management, administration or other fe.es. 

(b) No director, officer promoter or insider of the Issuer has 
received anything of value from the Issuer within the past 
year which has not been disclosed elsewhere in this 
Statement of Material Facts. 

(4) To the knowledge of the Issuer's directors the following - 
are the persons who own beneficially, directly or 
indirectly, more than 10% of the equity shares of the 
Issuer. 

Name & Address No. Shares Percentage 

G. Richard Watson 
700-845 Cambie Street 
Vancouver, B.C. 

Vancouver Stock E'xchange 
Service Corp, 

P.O. Box 10333 
609 Granville Street 
Vancouver, B . C . 
Hallco 
1040-789 West Pender St. 
Vancouver, B . C. 

750,000 

428,998 

222 ,000  

46.72% 

2 6 . 7 2 %  

13.83% 

7. OPTIONS TO PURCHASE SECURITIES OF THE ISSUER 

The following are the outstanding incentive stock options 
of the Issuer: 

Directors' 

Name of Optionee 

John D. Dorflinger 

Employees' 

Name of Optionee 

G. Richard Watson 

NoShares Price Date of Date of 
Grant Expiry 

80,250 $0.45 Feb.20/89 Feb.19/94 

No.Shares Price Date of Date of 
Grant Expiry 

80,250 $0.45 Feb.20/89 Feb.19/94 
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The above incentive stock options are subject to 
regulatory authorities approval. 

8. SECURITIES OF THE ISSUER HELD IN ESCROW, IN POOL OR 
SUBJECT TO HOLD RESTRICTIONS 

(1) As of the date hereof 750,000 shares of the Issuer are 
held in escrow by National Trust Company, 900 Park Place, 
666 Burrard Street, Vancouver, B.C. subject to the 
direction or determination of the Vancouver Stock 
Exchange. The escrow restrictions provide that the shares 
may not be traded in, dealt with in any manner whatsoever, 
or released, nor may the Issuer, its transfer agent or 
escrow holder make any transfer or record any tradings of 
the shares without the prior consent of the Vancouver 
Stock Exchange. 

In the event that the Issuer loses or alienates the 
property or asset for which kt issued all or part of the 
escrow shares the Issuer or any shareholder thereof shall 
have the express obligation to declare such event or 
circumstance and the particulars thereof to the Vancouver 
Stock Exchange, who may, at its discretion, make such 
order or direction for the cancellation of all or any 
portion of the shares as it may deem advisable. The fact 
that the property or asset has been lost or alienated 
shall n o t ,  in itself, be cause f o r  cancellation of all or 
part of the shares. The complete text of the Escrow 
Agreement is available for inspection at the Issuer's 
registered office, 700-845 Cambie Street, Vancouver, 
British Columbia. 

At the Company's Annual General Meeting held on December 
22, 1988 a transfer within escrow of 750,000 shares from 
Ronald Card to G. Richard Watson was approved by the 
shareholders. Regulatory authorities approval to the 
transfer within escrow is currently being sought. 

( 2 )  There are no shares of the Issuer held in pool. 

( 3 )  There are no other securities of the Issuer which are 
subject to an unexpired hold period originally imposed by 
the Superintendent of Brokers. 

9. PARTICULARS OF ANY OTHER MATERIAL FACTS 

(1) There are no actual or pending material legal proceedings 
to which the Issuer is or is likely to be a party, or to 
which any of its properties is or is likely to be the 
subject. 
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( 2 )  There are no properties proposed to be acquired, or other 
transactions, for  which regulatory authority approval is 
not being sought in connection with this Statement of 
Material Facts. 

( 3 )  The Issuer's liabilities have not significantly increased 
or altered subsequent to the date of the financial 
statements included in this Statement of Material Facts. 

( 4 )  There are no other material facts not previously disclosed 
herein. 

The Issuer is currently under a Cease Trade Order which 
was issued on January 12, 1988 for failure to file Interim 
Financial Statements. A s  of the date hereof the Issuer 
has filed all Financial Statements with regulatory 
authorities and supplied the same to all registered 
shareholders. It is anticipated that a partial revocation 
of the Cease Trade Order would be provided to allow the 
soliciting for trades pursuant to the Offering. The full 
revocation of the Cease Trade Order would be available 
upon the completion of the Offering. 

( 5 )  The material contracts referred to herein, all technical 
reports summarized or referred to in Item 3 and a list of 
the names of the reporting companies referred to in Item 
6(2) may be inspected at Suite 700-845 Cambie Street, 
Vancouver, British Columbia, during normal business hours 
during the primary distribution of the securities offered 
hereby and f o r  a period of 30 days after completion of 
primary distribution. 

10. STATUTORY RIGHTS OF RESCISSION 

The British Columbia Securities Act provides purchasers 
with the right to rescind a contract for the purchase of 
securities where the Statement of Material Facts and any 
existing amendments thereto either contain a misrepresentation 
or are not delivered to the purchaser before delivery of the 
written confirmation of sale. For further information 
concerning these rights, and the time limits within which they 
must be exercised, refer to Sections 66, 114, 118 and 124 of the 
Securities Act or consult a lawyer. 
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AUDITORS’ REPORT 

To the Directors of 
Nautilus Resources Ltd. 

We have examined the balance sheet of Nautilus Resources Ltd. as at April 30, 
1989 and the statements of loss and deficit, deferred exploration and development 
costs and changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we considered necessary 
in the circumstances. 

\ 

In our opinion, these financial statements present fairly the financial position 
of the company as at April 30, 1989 and the results of its operations and the 
changes in its financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 

Vancouver, B.C. 

July 18, 1989 

CHARTERED ACCOUNTANTS 



ASSETS 

CURRENT ASSETS 

Cash 

NAUTILUS RESOURCES LTD. 
BALANCE SHEET 
APRIL 30,  1989 

MINERAL CLAIMS (Note 3) 

DEFERRED EXPLORATION AND DEVELOPMENT COSTS 

1989  

$ 

1 2 , 2 0 0  

4 9  , 269  

$ 6 1 , 4 6 9  

LIABILITIES 

CURRENT LIABILITIES 
Accounts payable and accrued liabilities 
Advances payable (Note 4 )  - 

$ 1 6 , 0 1 7  
2 9 , 3 0 0  

1988  

$ 1,998 

1 2 , 2 0 0  

3 9 , 8 1 8  

$ 5 4 , 0 1 6  

4 5 , 3 1 7  8 , 3 8 6  

CAPITAL STOCK (Note 5)  

DEFICIT 

SHAREHOLDERS ' EQUITY 

1 3 8 , 7 5 0  

( 1 2 2 , 5 9 8 )  

1 3 8 , 7 5 0  

( 9 3 , 1 2 0 )  

16 , 1 5 2  45,630 

$ 54,016 

SUBSEQUENT EVENT (Note 6 )  

APPROVED BY THE DIRECTORS: 



NAUTILUS RESOURCES LTD. 
STATEMENT OF LOSS AND DEFICIT 

FOR THE YEAR ENDED APRIL 30, 1989  

ADMINISTRATION EXPENSES 
Administrative services 
Licenses and fees 
O f f  ice 

Professional fees 
Trans f e r agent 

LOSS FOR YEAR 

DEFICIT, beginning of year 

DEFICIT, end of  year 

1 9 8 9  

$ 4 6 2  
6 , 1 5 5  
1 , 6 8 2  

1 9 , 4 1 0  
1 , 7 6 9  

1988 

2 , 4 0 5  
1 , 8 7 2  

5 4 2  

7 , 2 7 1  
9 7 1  

2 9 , 4 7 8  

9 3 , 1 2 0  

1 3 , 0 6 1  

8 0 , 0 5 9  

$ 1 2 2 , 5 9 8 '  
PIIIIIIl 



NAUTILUS RESOURCES LTD. 
STATEMENT OF DEFERRED EXPLORATION 

AND DEVELOPMENT COSTS 
FOR THE YEAR ENDED APRIL 30,  1989 

INCURRED I N  YEAR 

Staking 
Preparation of mining report ' 

DEFERRED EXPLORATION AND DEVELOPMENT COSTS, 
beginning of year 

$ 8,131 
1 , 320 

9,451 

39,818 

$ 2 , 1 7 5  

2 , 1 7 5  

3 7 , 6 4 3  

DEFERRED EXPLORATION AND DEVELOPMENT COSTS, 
end of year 



NAUTILUS RESGURCES LTD. 
STATEMENT OF CHANGES IN FINANCIAL POSITION 

FOR THE YEAR ENDED APRIL, 30, 1989 

OPERAT IONS 

Payments for administrative costs 

INVESTING ACTIVITIES 

Deferred exploration and development costs 

FINANCING ACTIVITIES 

Advances payable 

CHANGE IN CASH 6 EQUIVALENTS DURING THE YEAR 

CASH 6 EQUIVALENTS, beginning of year 

CASH & EQUIVALENTS, end of year 

1989 

(9,451) 

29,300 

$ (15,533) 

( 1 7 , 7 0 8 )  

1 9 , 7 0 6  



NAUTILUS RESOURCES LTD. 
NOTES TO THE FINANCIAL STATEMENTS 

APRIL 30, 1989 

1. SUMMARY OF ACCOUNTING POLICIES 

a)  Values 

The a m a n t s  shown f o r  mineral  c la ims and de fe r r ed  exp lo ra t ion  and 
development c o s t s  r ep resen t  c o s t s  t o  d a t e  and do not  n e c e s s a r i l y  r e f l e c t  
p r e s e n t  o r  f u t u r e  v a l u e s .  

b )  Deferred c o s t s  

The company is  engaged i n  the  development of  n a t u r a l  resource p r o p e r t i e s  
and has  e s t a b l i s h e d  a p o l i c y  of  d e f e r r i n g  a l l  exp lo ra t ion  and development 
c o s t s  u n t i l  such time as t h e  p r o p e r t i e s  a r e  put  i n t o  commercial 
p roduct ion ,  s o l d  o r  abandoned. Adminis t ra t ion  c o s t s  a r e  w r i t t e n  o f f  t o  
d e f i c i t  i n  the per iod  i n  which they are incu r red .  

2 .  G O I N G  CONCERN 

These f i n a n c i a l  s ta tements  are prepared on the  b a s i s  !hat the  company w i l l  be 
a b l e  t o  cont inue  t o  ope ra t e  as a going concern.  Continued ope ra t ion  of the  
company and r e a l i z a t i o n  of  d e f e r r e d  e x p l o r a t i o n  and development c o s t s  and 
minera l  c la ims  is dependant upon i ts  a b i l i t y  t o  r a i s e  funds through the i s s u e  
of  s h a r e s ,  o r  o t h e r  means, t o  enable  it t o  develop i ts  mineral  claims and 
p l ace  them i n t o  product ion.  

A f a i l u r e  t o  cont inue as a going concern would r equ i r e  the a s s e t s  and 
l i a b i l i t i e s  t o  be r e f l e c t e d  on a l i q u i d a t i o n  b a s i s  which may d i f f e r  
s u b s t a n t i a l l y  from the  s t a t e d  amounts. 

3 .  MINERAL CLAIMS 

By an agreement da ted  September 1983,  t he  company acqui red  t h i r t y - f i v e  u n i t s  
i n  the  J a c k ,  Black and Can' t  Fix claims loca ted  i n  the  Slocan ?lining 
Div i s ion ,  B r i t i s h  Columbia. 

The cons ide ra t ion  w a s :  

Cash 
750,000 shares  a t  a deemed 

va lue  of $ 0 . 0 1  each 

1989  

$ 4 , 7 0 0  

7,500 

1 9 8 8  

$ 4 , 7 0 0  

7,500 



NAUTILUS RESOURCES INC. 
NOTES TO THE FINANCIAL STATEMENTS 

APRIL 30, 1989 

4 .  ADVANCES PAYABLE 

These advances, made by an unrelated party, are non-interest bearing with no 
fixed repayment terms. 

5 .  CAPITAL STOCK 

a) Authorized 

10,000,000 common shares without par value 

b) Issued 
1989 and 1988 

Balance, beginning of year 
and end of year . 

Number 
o f  Shares 

1 ,605 ,000  
-'--.'=a- 

Amount 

Included in the above are 750,000 shares issued for mineral claims. 
These are held in escrow and can only be released on approval by the 
appropriate regulatory authorities. 

c) During the year, stock options were issued to a director and an employee 
of the company. Under the agreements, dated February, 1989, the director 
and employee each may exercise their option to purchase 80,250 shares at 
$0.45  per share. These options expire in February, 1994. 

d) The company has applied to increase the authorized share capital from 
10,000,000 to 100,000,000 common shares without par value. 

6 .  SUBSEQUENT EVENT 

Subject to regulatory authority, the company has agreed to issue 300,000 
common shares of the company at $0.45 per share for proceeds of $125,000 (net 
of agent's commission of $10,000). 
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SU MMAR Y AND CONCLUSIONS 

T h e  Jack-1, Black-1 a n d  Can ' t  Fix-1 c la ims  are loca ted  near  t h e  h e a r t  of t h e  very  
product ive silver producing Slocan mining c a m p  of southeas te rn  British Columbia. T h e  

Comstock-Virginia prospec t  loca ted  within t h e s e  claims,  bu t  no t  held by Nautilus, has  
been r epor t ed  t o  have  m a d e  sh ipments  of 100 oz. A g  and  60% P b . p e r  t o n  ea r ly  in t h e  
1900's. This ma te r i a l  was obviously hand-sorted, but  ind ica tes  t h a t  explorat ion in t h e  
vicinity i s  warranted.  

The  t h r e e  a d i t s  o n  t h e  Comstock-Virginia prospec t  have been driven o n  a qua r t z  vein 
which c u t s  th rough a g ran i t e  porphyry. O n e  of t h e s e  adits was opened in 1948 and  

repor t s  by government  a g e n t s  showed a cont inuous vein for 42 of t h e  56 m e t e r  long 
adi t .  T h e  vein ranged i n  width up t o  3/4 meters ,  Mineralization consis ts  of galena and  
sphaler i te  and  assoc ia ted  silver minerals, Mr. G, Krueckl of Krueckl h Associates  

vis i ted these underground workings t o  confirm t h e  1948 r epor t s  and  of t h e  rock  
specimens taken ,  o n e  of these  t aken  o n  a narrow pa r t  of t h e  vein assayed 292 oz. Ag, 

28.9% Pb, and  29.1% Zn per  ton. These  invest igat ions confirmed r epor t s  by R.W. 
Phendler a n d  o t h e r s  of high silver values on t h e  property. 

T h e  Comstock-Virginia vein i s  typ ica l  of t h e  Slocan veins which follow major  faults 
s t r iking i n  a north-northeaster ly  direction. Field ev idence  suggests  t h a t  t h i s  f au l t  can  

be  t r a c e d  ove r  a d is tance  of 3 k i lometers  and  in t e r sec t s  a 1H kilometer  wide 
occurrence  of s la te ,  argi l l i te ,  l imestone,  qua r t z i t e ,  a n d  tuf faceous  sed iments  believed 
to be of t h e  Slocan series of rocks. I t  i s  in t h e s e  rocks  t h a t  all of t h e  major  mineral  

occur rence  are loca ted  in  t h e  Sandon area .  

Several  government  geologists (Cairnes ,  Hedley, Li t t l e )  have s tudied t h e  area and 
wr i t t en  r e p o r t s  o n  t h e  mineral  occu r rence  in  t h e  Slocan camp.  One  s tudy  of t h e  old 

producing mines showed t h a t  many of the  silver r ich  veins had a ver t ica l  ex ten t  of 
1000 to 2000 feet (300 to 600 m e t e r s )  before  pinching o u t  at  depth. I t  was also 
specula ted  tha t  t h e  higher e leva t ion  prospects  have better silver possibilities. This 

bodes wel l  for t h e  Comstock-Virginia prospect  (7200 feet elev,) a n d  t h e  surrounding 
Jack-I, B l a c k 4  a n d  Can' t  Fix-1 claims,  par t icular ly  where t h e  Slocan ser ies  of rocks 
occur. 
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INTRODUCTION 

The  wr i t e r  prepared th i s  r epor t  on  t h e  Jack-1, Black-1 a n d  Can ' t  Fix-1 property a t  t h e  

reques t  of t h e  Direc tors  of Naut i lus  Resources  Ltd, 

This r epor t  was prepared  to assess t h e  mine making poten t ia l  of t h e  property and  to  

recommend a work program fo r  t h e  nex t  phase of t h e  property development. T h e  
previous work c a r r i e d  o u t  on th i s  proper ty  for which informat ion  is avai lable  involved 

conduct ing soil surveys and  geophysics in 1983 a n d  a soil survey in  1985 a n d  
prospect ing t h e  area to correlate geochem resu l t s  wi th  t h e  geology a n d  landforms in  
t h e  area, T h e  wr i t e r  h a s  rev iewed t h e  d a t a  and  in t e rp re t a t ions  of t h e  1983 and 1985 
field work to a r r ive  a t  t h e  conclusions reached  in  th i s  report .  

T h e  wr i te r  i s  fami l ia r  wi th  t h e  geology of t h e  mines  and  mineral  prospects  of t h e  
Sandon area of which t h e  property discussed in th i s  r e p o r t  i s  par t ,  

LOCATION AND ACCESS 

The  Jack-1, Black-1 a n d  Can' t  Fix-1 proper ty  is l o c a t e d  7 ki lometers  southeas t  of 

Sandon, 100 k i lometers  no r th  of Nelson, a t  e leva t ions  ranging be tween 5500 and  8300 
feet (1675 to 2500 meters) ,  t h e  highest  point being Mount Heyland. The  property i s  

easi ly  r eached  by 4x4 pick-up t ruck  o n  a recen t ly  cons t ruc t ed  logging road  t h a t  follows 
Long C r e e k  f rom t h e  Keen  C r e e k  road t o  approximate ly  t h e  sou theas t  edge  of t h e  

claims. T h e  Keen  C r e e k  road  is access ib le  from Nelson, no r th  on Highway 3 and  31 to 

Kaslo, and  t h e n c e  w e s t  6 k m s  on  Highway 31A to t h e  Keen C r e e k  turn-off. The Cork-  
Province mine  is 11 k i lometers  southwes t  o m t h e  Keen  C r e e k  road. 

The  property has no buildings and w a t e r  is avai lable  locally fo r  explorat ion and  mining 

purposes. 



a 



- 3 -  

PROPERTY AND OWNERSHIP 

The  c l a ims  t h a t  m a k e  up t h e  proper ty  are s i t u a t e d  i n  t h e  Slocan Mining Division and  
consis t  of t h e  Jack- I ,  Black-1 a n d  Can' t  Fix-1 claims. These  c la ims  enc lose  t h e  

Comstock-Virginia and  E r i e  Crown-granted c la ims ,  which a r e  held by Mr. Frank  Juhan  

(Figure 2). All c la ims  l i s ted  below are held by Naut i lus  Resources  Ltd. 

C la im N a m e  

Jack-1 
B l a c k 4  
Can' t  Fix-1 

Record  No. of 
Units  

5894( 12) 3 
5893( 12) 12 

20 5895( 12) - 
35 

- No. 

- - 

Expiry Record  
D a t e  Owner 

Dec. 1, 1989 Nautilus Res.  
Dec. 1, 1989 Nautilus Res. 

Dec. 1, 1989 Nautilus Res.  

HISTORY 

T h e  Coms tock ,  Virginia and  Er ie  c la ims  were  originally staked in t h e  ea r ly  1900's, 

when three a d i t s  were  driven o n  a s t rong  q u a r t z  vein. T h e  ad i t s  are 75 feet (22.7 

me te r s )  a p a r t  ver t ical ly  a n d  in  1948 only t h e  middle  level at a n  e leva t ion  of 2100 
m e t e r s  was accessible.  This  level  fol lowed t h e  s t eep ly  dipping q u a r t z  vein for  186 feet 
(56 meters) .  I t  was  r epor t ed  t h a t  in  1909 a shipment  of 5 tons  was m a d e  t h a t  averaged  

100 oz. A g  pe r  t o n  a n d  60% Pb. In 1948 a small  c r e w  was occupied clear ing t h e  t r a i l  
up Long C r e e k  to t h e  Coms tock  c l a im and  c leaning  o u t  t h e  middle level. The B.C. 

Minis ter  of Mines r e p o r t  fo r  t h a t  yea r  s t a t e d  t h a t  a g r a b  sample  f rom t h e  uppermost  
dump assayed  79.1 oz. Ag/ton, Nil Au, 0.9% Pb and  6.0% Zn. 

In 1980, C a n f i c  Si lver  Mines Ltd.  he ld  a n  opt ion  o n  t h e  t h r e e  Crown-grant c la ims  and  
acqui red  5 c la ims  to ta l l ing  91 units. During t h a t  summer ,  Canf i c  car r ied  o u t  
geochemica l  and  geophysical surveys (VLF-EM) a n d  rehabi l i ta ted  t h e  185 foot long 
middle  adit. Approximately 20 k i lometers  of gr id  was covered. Anomalous soil 
condi t ions (si lver) w e r e  found to e x i s t  o n  t h e  or iginal  showing within t h e  Comstock  
c la im with o t h e r  soil anomal ies  ou ts ide  t h e  Crown-granted c l a ims  to t h e  no r theas t  a n d  
t h e  southwest .  
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A f t e r  Naut i lus  Resources  Ltd. acqui red  t h e  claims,  now named Jack- I ,  Black-1 a n d  
Can' t  Fix-1, in 1983 a geochemica l  survey fo r  lead,  zinc and  silver and  a n  
e l ec t romagne t i c  survey (EM-16) was c a r r i e d  o u t  over  10,250 m e t e r s  of n e w  grid. In 

1985, t h e  previous soil survey c a r r i e d  ou t  during 1983 was ex tended  to inc lude  an  
addi t ional  20,950 m e t r e s  of grid. A t o t a l  of 610 soil samples  w e r e  taken  in 1953 and  

1985. Resu l t s  were  s imilar  to t h a t  found in 1980 with a new, la rge  l e a 6 s i l v e r  soil 
anomally discovered to t h e  southeast .  The  loca t ion  of these  anomal i e s  a r e  shown on  

Figures  6 and  7, t o g e t h e r  with a descr ipt ion of t h e  in t e rep re t a t ion  car r ied  out during 

1985 on  t h e  soil s ample  da t a ,  which has been  included in the Appendix. 

REGIONAL GEOLOGY 

T h e  regional geology of t h e  S locan  area cons is t s  pr imari ly  of Triassic  and  lower 
Ju ras s i c  greenstones,  slates, argi l l i te ,  qua r t z i t e ,  l imes tone  a n d  tuf faceous  sediments  
intruded by major  bodies of g ran i t e  of l ower  C r e t a c e o u s  age.  T h e  sed imen t s  in t h e  

area are of t h e  Kaslo and  Slocan Groups  of rocks. 

T h e  Kaslo Group of rocks  a r e  a lmos t  en t i re ly  of volcanic  origin. Volcanic brecc ias  and  
t u f f s  predominate  a t  t h e  base, b u t  ex tens ive  a n d  in t rus ive  andes i t e  a n d  d a c i t e  a l so  
occur .  N e a r  t h e  middle  of t h e  group,  t w o  b e l t s  of se rpen t ine  and  carbonate  rocks a r e  
present. In t h e  upper  p a r t  of t h e  group, f lows  a n d  sill-like bodies of, mainly andesi te ,  
are common. T h e  maximum th ickness  of t h e  Kaslo group var ies  grea t ly  and near 
Ja rd ine  Mountain i s  a b o u t  6200 feet while o n  Kaslo River  i t  is only 3000 feet. 

T h e  Slocan group of rocks  cons i s t s  predominately of argi l laceous rocks, but  fine- 
grained q u a r t z i t e  a n d  l imes tone  are fair ly  abundant .  Tuffaceous  beds and  a l i t t l e  
conglomera te  are also present .  T h e  basal p a r t  of t h e  group has  been  r e fe r r ed  t o  as t h e  
"s la te  belt" because  of t h e  predominance  of fissile, argi l laceous rocks. A number of 

bands of l imes tone  occur  in them,  a n d  some  qua r t z i t i c  strata are also present. Higher  
in  t h e  sec t ion  t h e  sed imen ta ry  beds  are more  a renaceous ,  t h e  dominant  t ype  being a 
dark, well-bedded, qua r t z i t i c  argillite. Rocks  highest  i n  t h e  sec t ion  are similar to h e  

well-bedded q u a r t z i t i c  a rg i l l i t e  found lower in t h e  sec t ion ,  bu t  a l so  contain beds of 
tuf faceous  origin. T h e  Slocan  group is exposed mainly in t h e  region be tween  Slocan 
Lake  and  Kaslo River  nor th  of the Nelson bathol i th .  I t  is at  t h e  in t e r f ace  between the  

Nelson bathol i th  and  t h e  S locan  group sou theas t  of Sandon t h a t  t h e  property,  t h e  

subjec t  of th i s  r epor t ,  is located. 
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I A north-northeaserly s t r iking f r a c t u r e  zone  containing qua r t z  vein mater ia l  and  
assoc ia ted  silver-bearing ga lena  is t h e  ob jec t  of i n t e r e s t  in  t h e  Comstock  claim a n d  
th is  vein h a s  been d r i f t ed  on  in t h e  pas t  on t h r e e  levels. Field observat ions suggest  
t h i s  f r a c t u r e  zone  ex tends  severa l  k i lometers  t o  t h e  nor th  and  south of t h e  Cornstock 
occurrence.  The  vein o n  t h e  Coms tock  c la im dips 750  nor thwes t  and var ies  f rom a few 
c e n t i m e t e r s  t o  0.75 m e t e r s  i n  width. 

T h e  thickness  of t h e  Slocan group was e s t i m a t e d  by Cai rnes  (1934) as no t  more  than  

6500 feet. 

The  g r e a t e r  p a r t  of t h e  area be tween Slocan L a k e  and  Kootenay Lake  is underlain by 

Nelson plutonic  rocks  predominant ly  of t h e  porphyri t ic  gran i te  phase. O the r  phases 
granodiorite, q u a r t z  dior i te ,  q u a r t z  monzoni te ,  dior i te ,  monzonite, a n d  syeni te  have 
been  recognized to t h e  east a n d  wes t  of t h e  area covered  by th i s  report. 

The  major  p a r t  of t h e  Nelson bathol i th  cons is t s  largely of porphyritic grani te ,  This 
rock is a coarse, grey  g ran i t e  t h a t  general ly  conta ins  numerous whi te  t o  flesh-coloured 
phenocrysts  of twinned alkal i  feldspar. In t h e  area of t h e  property these  phenocryst  

c rys t a l s  r e a c h  abou t  6 inches  in  length. 

LOCAL GEOLOGY AND MINERALIZATION 

T h e  area in which t h e  Jack-1, Black-1 a n d  Can ' t  Fix-1 c la ims  are loca ted  is primarily 
underlain by t h e  coarse grained prophyri t ic  g ran i t e  of t h e  Nelson batholith, 

\ 

This gran i t ic  mass  in t rudes  t h e  sed imen ta ry  rocks of t h e  Slocan group and  t h e  a r e a  
under discussion i s  l o c a t e d  at  or n e a r  t h e  i n t e r f a c e  of t h e  exposed grani t ic  mass  and  
Slocan group of rock i n  t h e  Sandon area. The  c o n t a c t  be tween t h e  gran i tes  and  t h e  
Slocan group of sed iments  passes  through t h e  Black-1 claim in a nor theas te r ly  

direct ion wi th  t h e  gran i tes  on  t h e  northeast .  

T h e  wal ls  are well def ined and  are  marked  in places  by narrow seams  of gouge. The 

lode consis ts  chief ly  of vein q u a r t z  which c e m e n t s  f r agmen t s  of t h e  wal l  rocks  and  is 
mineral ized wi th  galena,  sphaler i te ,  t e t r ahedr i t e ,  ruby silver and  argent i te .  

kt AsiOCIATEc COYsLLTI\C LTD \ \ I \ i \G  CO\sLLTA\TS - -0j-h'b lie,[ Pender b f  LancouLer 6 i 1 h~ I \  Q ~ c ) J ,  , , ~ ~ . ~ ~ 1 ,  I 
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T h e  t h r e e  a d i t s  are 2 3  m e t e r s  a p a r t  vertically. In 1948 t h e  middle  a d i t  was opened  and  

i t  was r epor t ed  t h a t  t h r e e  s h o r t  stopes were  present  a n d  t h a t  t h e  l a s t  13 me te r s  

showed little or no vein. This  was confirmed by t h e  wr i t e r  i n  1985. 

The  Comstock  ve in  is s imilar  to mos t  of t h e  o r e  producing veins  i n  t h e  Slocan a r e a  in 
t h a t  i t  has  a nor theas te r ly  s t r ike ,  t ransvers ing  t h e  nor thwes ter ly  t r e n d  of t h e  
surrounding formations.  Of g r e a t  impor t ance  in t h e  Slocan is t h e  t y p e  of wallrock t h a t  
contains  t h e  mineral-bearing veins. Although t h e  Coms tock  vein is within gran i te ,  t h e  

c o n t a c t  with Slocan sed iments  i s  a b o u t  500 m e t e r s  to t h e  south. The  f au l t  zone, 

containing t h e  mineral izat ion o n  t h e  Coms tock  claim,  was observed to ex tend  
southward to i n t e r s e c t  t h e  eas t -wes t  t rending  ridge o n  t h e  east slope of Mount 
Heyland. T h e  area be tween  is underlain by t h e  S locan  sed imen t s  a n d  may  be  wor th  
exploring to inves t iga te  t h e  possibilities of a change  in  t h e  s t r u c t u r e  a n d  c h a r a c t e r  of 

t h e  fau l t  zone (i.c. widening, change  of mineral izat ion,  etc.). 

During t h e  examinat ion  of t h e  Coms tock  ve in  s a m p l e  spec imens  of qua r t z  vein and  
wall rock ma te r i a l s  w e r e  t aken  n e a r  t h e  por ta l  of t h e  middle  adi t .  An assay of t h e  

high grade  minera l iza t ion  t aken  at t h a t  t i m e  r an  292 oz. Ag/ton, 28.9% Pb and  

29.1% Zn. 

' 

PREVIOUS FIELD PROGRAMS 

In 1980, C a n f i c  Silver Mines Ltd. c a r r i e d  o u t  geochemica l  and  geophysical surveys 
(VLF-EM) and  rehabi l i ta ted  t h e  135 foot long middle adi t .  Approximately 20 

ki lometers  of gr id  was  covered. Anomalous soil condi t ions (silver) were  found to  ex i s t  
o n  t h e  or iginal  showings within t h e  Coms tock  claim with o t h e r  soil and  geophysical 
anomalies  ou ts ide  t h e  Crown-granted c l a ims  to t h e  no r theas t  and  southwest. The data 

for these  surveys  was not  ava i lab le  to  t h e  wri ter .  

During 1983 Naut i lus  Resources  Ltd. acqu i r ed  t h e  Jack, Black and  Can ' t  Fix c la ims  
(now named  Jack-1, Black-1 a n d  Can ' t  Fix-1) which e n d o s e d  but did n o t  include t h e  

Comstock-Virginia-Erie Crown-grants. A geochemica l  survey for  lead, z inc a n d  silver 
and  an e lec t romagne t i c  survey (EM-16) was c a r r i e d  out over  10,250 m e t e r s  of new 
grid. A t o t a l  of 234 soil samples  were  t a k e n  o n  c loser  spacing be tween t h e  1980 grid 
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lines. T h e  ana ly t ica l  d a t a  fo r  t h e  soil survey was avai lable  to t h e  wr i te r  f o r  this  
r epor t  a n d  has  been in t e rp re t ed  wi th  t h e  1985 soil sampling ca r r i ed  out. The d a t a  for 

t h e  geophysical survey  ca r r i ed  o u t  in  1983 was not avai lable  a n d  only a plan prepared  

by R.W Phendler  in 1983 showing E M  anomalies  was  found by t h e  wri ter .  

During August, 1985, Nauti lus  Resources  Ltd. con t r ac t ed  d e  L a  Mothe Exploration 

Serv ices  Ltd. to  ca r ry  o u t  soil sampling to fulfill t h e  requi rements  of Phase  I1 as 
recommended by R.W. Phendler  in  1983. T h e  wri ter ' s  March 1986 repor t  descr ibes  in 

some  de ta i l  t h e  work c a r r i e d  out .  

The program car r ied  o u t  involved ex tending  t h e  1983 grid to t h e  nor theas t ,  southwes t  

and  southeast .  These  extensions covered  t h e  major port ion of t h e  c la imed ground with 

t h e  excep t ion  of those  a r e a s  covered  by t h e  Crown grants ,  bedrock and  ta lus  s lopes 

a n d  t h e  southwes t  s lope of Mount Carlyle. T h e  loca t ion  of t h e  c a m p  site did not allow 

convenient  access to  Mount Carlyle. F igure  4 (Appendix) shows t h e  grid, c la im 

boundaries a n d  t h e  various landforms which a f f e c t e d  t h e  boundary of t h e  areas 

s urve ye d. 

The  soil sampling program involved n o t  only t h e  physical col lect ing of samples, bu t  

also reconnaissance  prospecting, invest igat ion of sites where  anomal ies  f rom previous 

surveys were  ident i f ied a n d  ident i f ica t ion  of soil and  landform charac te r i s t ics  which 

affect t h e  classi f icat ion of e a c h  soil s ample  t aken  (Figures 4 and  5 )  (Appendix). 

Since t h e  depth  of t h e  organic  m a t t e r  a n d  t h e  horizon of eluviation (leaching) were 

very th in  in  t h e  area surveyed, t h e  major  portion of samples  taken  were  f rom t h e  

horizon of illuviation ( the  horizon e n r i c h e d i n  c l ay  minerals). 

T h e  soil s amples  were  t e s t ed  for silver and  l ead  a n d  t h e  resu l t s  of these  are given in 

Figures  6 a n d  7 (Appendix). 

R.W. Phendler's 1983 repor t  shows t w o  anomalous areas. These  a r e a s  are also shown in 

Figures  6 and  7 of th i s  r e p o r t  s ince t h e  1983 survey d a t a  was also incorpora ted  with 
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t h e  resu l t s  of t h e  1985 data .  Both s i t e s  were  vis i ted a n d  i t  was de te rmined  f rom some 

of t h e  o u t c r o p  exposure in t h e  area t h a t  rocks are of t h e  Slocan series of argi l l i tes  and  

quartzi tes .  However, exposure  of t h e s e  rocks  is l imi ted  a n d  t h e r e f o r e  t renching  would 
be  required to expose t h e  source  of t h e  anomalous lead  a n d  silver values. Pr ior  to 

en ter ing  a program of t renching,  addi t ional  de t a i l ed  soil sampling and  more  advanced  

geophysics should be conducted  in t h e  anomaly  area to b e t t e r  def ine  t renching  ta rge ts .  

RECOMMENDATIONS 

A new logging road has  been cons t ruc t ed  in  t h e  l a s t  f ew  years f rom Keen C r e e k  road  
(near  t h e  conf luence  of Long C r e e k  with Keen Creek)  to approximate ly  t h e  southeas t  
s ide of t h e  c l a ims  sub jec t  of th i s  report .  This road  should s t i l l  be  passable during t h e  

1989 f ie ld  season, t hus  making i t  en t i r e ly  feas ib le  to  conduct  a t r ench ing  program on  
t h e  anomaly sites discussed in t h e  writer's March 1986 report. The  cost of such a 
program would b e  much less  t han  drilling. Fu r the r ,  drilling t a r g e t s  as such have  not  
been establ ished since t h e  informat ion  ava i lab le  f rom t h e  soil survey i s  broadly based 
and  no t  spec i f ic  enough to e f f ec t ive ly  s i t e  a drill set up. Trenching would considerably 

a id  th i s  situation. 

T o  facilitate locat ing t h e  t renching  site, addi t ional  more  de ta i led  soil sampling a n d  

more  advanced  geophysical surveys are recommended  in t h e  immedia t e  area of t h e  
geochem anomalies  t h a t  would b e  invest igated.  An e s t i m a t e d  130 soil samples  and  

6,000 m e t r e s  of geophysical surveys are recommended.  

The e l e m e n t s  tested for  in t h e  soil survey should a l so  include mercury  and  zinc. The 
geophysical equipment  recommended is a n  i n t e g r a t e d  por tab le  sys tem t h a t  measures  
magnet ic ,  VLF and EM fields, a l l  in  o n e  operat ion.  This equipment  pe rmi t s  conduct ing 
more  de ta i led  surveys and  in t e rp re t a t ion  of t h e  f i e ld  d a t a  is a lso improved. 
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ESTIMATED COST OF THE WORK PROGRAMS 

Phase I 

Soil surveys 
2 men, 3 days  at $225/manday 

Geophysical survey 
1 man, 3 days  a t  $225/manday 

Re-es ta blish grid 
1 man, 3 days  a t  $225/manday 

Equipment  r en ta l  
6 days  at $325/day 

$ 1,350 

675 

675 

1 

1,950 

Mobilization and demo bili za t ion  90 0 

Room and  board 500 

Transportat ion,  2500 km a n d  6 days durat ion SO 5 

Analyt ical ,  130 samples  a t  $8.00/sample 1 ,040  

Contingency 10% 

Total Phase I 

Phase I1 

Trenching 
7 days a t  $700/day 

Mobilization and Demobil izat ion 
1 day at $700/day 

Mapping and  Sampling 
S days a t  $350/day 

SO 5 

$ 8,700 

$ 7,000 

1,000 

2,450 

Transportat ion,  3000 km, 8 days  dura t ion  9 90 

Room and Board 525 

Analytical, 25 samples  a t  $20 

Repor t  p repara t ion  
6 days  a t  $375/day 
supplies a n d  serv ices  

Contingency 10% 

Total Phase I1 

TOTAL PHASE'I & I1 

500 

2,250 
600 

1,535 

$ 16,850 

$ 25,550 
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CERTIFICATE OF QUALIFICATION 

I ,  Wayne M. Ash,  P. Eng., of /I401 - 1765 Duchess  S t r e e t ,  West Vancouver ,  in t h e  

P r o v i n c e  of Bri t ish C o l u m b i a ,  h e r e b y  c e r t i f y  as follows 
I 

1. I a m  a g r a d u a t e  of t h e  Hai leybury  School  of Mines,  (Ontar io)  a n d  Michigan  

Technologica l  Univers i ty ,  a n d  hold a B a c h e l o r  of S c i e n c e  d e g r e e  in Mining Engineer ing.  

2. I h a v e  b e e n  a m e m b e r  of t h e  A s s o c i a t i o n  of P r o f e s s i o n a l  Engineers  of Brir ish 

C o l u m b i a  s i n c e  1971 ( C e r t i f i c a t e  No. 7940) a n d  h a v e  b e e n  d i r e c t l y  involved in 

t he  mining indus t ry  for t h e  p a s 1  25  years .  

3. I h a v e  n o  i n t e r e s t ,  e i t h e r  d i r e c t l y  or i n d i r e c t l y  in t h e  Jack-1,  Black-1 & C a n ' t  

Fix-1 C l a i m s ,  or a n y  p r o p e r t y  or s e c u r i t i e s  of N a u t i l u s  R e s o u r c e s  Ltd., n o r  do  I 

e x p e c t  to r e c e i v e  any.  

4. I r e v i e w e d  t h e  data a n d  i n t e r p r e t a t i o n  to a r r i v e  a t  t h e  conclusions r e a c h e d  in 

t h i s  repor t .  

5 .  I h e r e b y  g r a n t  m y  permiss ion  for Naut i lus  R e s o u r c e s  Ltd.  to use th i s  repor;  o r  

a n y  por t ion  of i t ,  f o r  a n y  legal purposes  n o r m a l  t o  the business  of t h a t  f i r m ,  so 

long  as e x e r p t s  used do n o t  m a t e r i a l l y  d e v i a t e  from t h e  i n t e n t  of th i s  report ,  as 

set o u t  i n  t h e  whole. 

D a t e d  at Vancouver ,  Bri t ish C o l u m b i a ,  th i s  2 0 t h  day of D e c e m b e r ,  19SS. 

I Eng. 

I 

I 
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INTERPRETATION OF RESULTS - 1985 SOIL SURVEY 

(as e x t r a c t e d  from t h e  writer's March 1986 r e p o r t  o n  th i s  property)  

The  a r e a  surveyed is an upland mountainous region (elevat ion 5,000 to 8,300) loca ted  
between Kootenay Lake  and  Slocan Lake,  a f e w  mi les  south  of Sandon in  t h e  Columbia 
Mountain range. The  area is an eluvial  landscape where  t h e  soils are well  drained a n d  

precipitation exceeds  evaporation. Based o n  t h e  Canadian  sys tem of soil 
classification, t h e  soil in t h e  area would be classif ied as Podzolic. 

T h e  wr i te r  s tud ied  t h e  soil and  land  f o r m s  relat ionships  in  t h e  area (Figure 4) and  

concluded t h a t  t h e  major  portion of t h e  soils are glacial  t i l l  and  t h e  samples  t aken  
were  primarily in  residual or n e a r  res idual  soil locat ions,  S o m e  migrat ion of samples  
was however very likely due  to  downslope creep a n d  glacial  act ion,  These  movements ,  

however, were  likely no t  t h a t  g r e a t  ranging f rom a f e w  m e t e r s  t o  severa l  h a c k e d  

meters .  

Based on  t h e  residual c h a r a c t e r  of sample  sites, t h r e e  (3) classif icat ions were  used in 
preparing Figure 5 as f o l l o w s  

I 

SL(R) - residual soil consis t ing of mainly till t h a t  has  moved at t h e  
m o s t  only a f e w  10s of me te r s ,  

SUM) - mechanical ly  smeared  soil consis t ing of mainly glacial  till  t h a t  
h a s  moved up to  a f ew huncked m e t e r s  and  c a n  be considered 
essent ia l ly  residual . 

ss - s t r eam sediment .  

Soil sampling was car r ied  o u t  eve ry  50 me te r s  a long  sec t ion  lines shown in F igure  4. A 

t o t a l  of 376 samples  were  taken  and  ana lyzed  f o r  silver a n d  lead. These  samples  
combined with the  1983 soil sampling to t a l l ed  610 sample  sites and  t h e  s t a t i s t i c s  for 

t h e  combined 1983 and 1985 programs are as f o l l o w s  

Metal N urn ber  Mean S tanda rd  Lowest  Highes t  
Analyzed of Samples  PPM Deviat ion Value Value 

Silver 610 1.056 0.977 0.2 12.4 



A f u r t h e r  breakdown of these  s t a t i s t i c s  were ca r r i ed  ou t  based on the underlying bed 
rock type. Soil samples  taken  from sect ions 36+00N, 37+00N, 38+00N, 39+00N, 

40+5ON, 41+50N, 42+50N, 43+5ON, 44+50N, 45+5ON and  46+5ON in  t h e  south p a r t  of t h e  
c la imed a r e a  a r e  underlain by t h e  s locan series of predominant ly  argi l laceous rock. 
T h e  soil samples  in this area have a higher background level for both s i lver  and  l ead  

than  soil samples  taken  on  sect ions 51+5ON, 52+50N, 53+5ON, 54+5ON, 55+50N, 

56+5ON, 57+50N, 58+50N, and 59+5ON in t h e  nor th  which are underlain by a coarse  
grained prophyri t ic  g ran i t e  bedrock. The  statistics have  been ca lcu la ted  f o r  e a c h  of 
these  a r e a s  as follows 

A r e a  Underlain by S locan  Ser ies  of rocks in t h e  South I 
i 

Metal  Number Mean Standard  Lowest  Highest 
Analyzed of Samples  PPM Deviation Value Value 

Si lver  440 1.22 1.09 0.3 12.4 
Lead  440 30.28 37.04 10 460 

A r e a  Underlain by Grani te  in t h e  North 

Metal  Number Mean Standard Lowest  Highest 
Analyzed of Samples  PPM Deviation Value Value 

Si lver  170 0.631 0.309 0.2 3.6 
Lead  170 21.36 22 -60 6 300 

Figures  6 and 7 show t h e  location of anomalous values for silver and  lead  based on t h e  

mean  value plus multiples of s tandard  deviation for each area. 

Contouring of anomalies  were based on t h e  following: 

Metal 

Si lver  mean  + 1 SD 
m e a n  + 2 SD 
mean  + 3 SD 
m e a n  + 4 SD 

Lead  m e a n +  1 SD 
m e a n  + 2 SD 
mean  + 3 SD 
m e a n  + 4 SD 

North 

0.9 
I .2 
1.5 
1 .s 
44 
66 
58 

110 

- South 

2 .3  
3.4 
4.5 
5.6 

68 (70) 
105 (105) 
142 (140) 
179 (175) 

c- 
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11. (1) CERTIFICATE OF THE DIRECTORS AND PROMOTERS OF THE 
ISSUER: 

The foregoing constitutes full, true and plain disclosure of all 
material facts relating to the securities offered by this 
Statement of Material Facts. 

Auaust 1, 1989 
Date 

.?*<-/‘(,‘, */:- / - A  A- 4- -I-- 

G. RICHARD MATSON 
President/Director/Prornoter 

1- 

I -  ’ . * , ’/ // .*,*7;< 2 c 7 ~ 

L/ ,_ 
AXEL WIEGREFFE,S 
Director 

11. (2) CERTIFICATE OF THE UNDERWRITER: 

To the best of our knowledge, information and belief, the 
foregoing constitutes full, true and plain disclosure of all 
material  facts relating to the securities offered by this 
Statement of Material Facts. 

CANARIM INVESTMENT CORPORATION LTD. 

P e r :  
. -\\ 

l-- 

, . 




