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AUSTAR RESOURCES CORPORATION

First Annual Report of the President
on Behalf of the Directors to the Members.

Austar Resources Corporation (*Austar/the Corapany") is pleased to report that since the commence-
ment of the 1991 fiscal year the Company has acquired a 100% interest in two mineral prospects in

southwestern British Columbia and working interests in several Froleum and natural ﬁ leases in

_er:%%:_d_t_m;u(mgge_s. Subsequent to the fiscal year end, the Company enter o aletter
of intent that provides for Hemlo Gold Mines Inc. ("Hemio") to obtain an optior: on the Company's
copper-goid mineral prospect.

Austar was formed sn November 1, 1990 by the statutory on of Auslia Resournss
Corporation ("Austra”) and Barkerville Mining Company Limited (N.P.L.) ("Barkerville”). Pursuant to
special resolutions ed in res to the amaigamation, Austra and Barkerville shareholders
exch their shares for Austar shares on the basis of one common share of Austra for one vemmor'
share of Ausise and four common shares of Barkerville for one common share of Austar. The
authorized share capital of Austar was established at 125,000,000 shares without par value consisting
of 100,000,000 common shares and 25,000,000 first preferred shares. At the time of the amalgama-
tion, Austra owned 42% of the outstanding shanz capital of Barkerville and thorefore tha amalgametion
has been accounted for in the 1991 Austar audited financials as a purchase by Austra of the remaining
outstanding share capital of Barkerville.

During the fiscal year and subsequent thereto, the Company acquired a 100% interest in a copper-gold
rospent oonaist¥ng of the Prime, Prime 1, Prithe 2, Man and Man 2 mineral claims of 76 uriits ("the
rime Groupa inthe Nicola and Similkameen Mining Divisions, British Columbia and a nickel prospect,

(the “Nickel Group”), in the New Westminster Mining Division, British Columbia. These prospects,

which are situate in southwestern British Columbia, were acquired for a total price of $15,000 and up

to 300,000 common shares of the Company. The Prime, Prime 1, Man and Man 2 claimes ore subj

tovarious net smelter interests and in the case of the Man claims contingent payments maébepey e,

In October, 1991 the Company-entered into a letter of intent with Noranda Exploration Company, as

agent for Hemlo, which provides for Hemlo to enter into an option a%reement with the Company onthe

Prime Group whereby Hemlo would earn a 60% interest in the Gr by makingeexpenditures of

$1,000,000 on the exploration of the Group and makin%gwments of $275,000 to the Com over

a period of four years. The Prime Group is adjacent to the Dill mineral claims of Fairfield Minerals Ltd.

that are under option to Placer Dome Inc.

Austar's other mineral interests in British Columbia include; a 50% interest in the Goldbridge Group (19
Crown Granted mineral claims) inthe area of the former producing Bralorne/Pioneer gold camp, Lil
Mining Division; a 100% interest in the Nickel Group (4 units) near the former producing Giant Mascot
nickel mine, New Westminster Mining Division; and a 100% imerest in the Barkerville Group (14 Crown
Granted mineral claims) that are adjacent to the former producing Mosquito Creek gold mine, Cariboo
Mining Division. All of these interests are in good standing.

In addition te its minoral interests the Company hee a 6.25% before payout wotkin? interest in &

producing oil well and a 3.75% working interest in five sections of petroleum and natural gas leases in

the Cypress Hills area, Alberta. Also, the Company's wholly owned American subsidiary, Austar

Eesources (U.S.) Corporation, has a 2.5% working interest in 584 acres of petroleum and natural gas
ases in Texas.

The audited financial statements including the Consolidated Balance Sheet, Statements of Operations
and Deficit and Changes in Financial Position for the fiscal year ended June 30, 1991 along with
comparative figuras for 1990 form part of this report.

The Company continues to concentrate its activities on the exploration and production sectors of the

resourceindustries in Canada andthe United States and looks forward with confidence and anticipation
to 1992 as another year of accomplishment.

Yours truly

L.P. Starck, President
October 31, 1991 -1-
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Price Waterhouse “

August 8, 1991
Auditors’ Report

To the Shareholders of
Austar Resources Corporation

We have audited the consolidated balance sheet of Austar Resources Corporation as at
June 30, 1991 and the consolidated statements of operations and deficit and changes in
financial position for the year then ended. These financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether
the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of the Company as at June 30, 1991 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. As required by the British Columbia Company Act, we report that, in our
opinion, these prineiples have been appiied on a basis consistent with that of the preceding
year.

442 LT Kpuot

Chartered Accountants
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AUSTAR RESOURCES CORPORATION

Consolidated Balance Sheet
(Note 1)

Assets

Current assets
Cash and short term deposits
Accounts receivable
Prepaids

Investment (Note 1)

Fixed assets, at cost (net of accumulated depreciation
of $7,161; 1990 - $6,541)

Reclamation bond (Note 4)

Mineral interests, at cost (Note 5)
Property interests
Deferred expenditures

Petroleun and natural gas properties, at cost (Note 6)

Liabilities

Current liabilities
Accounts payable and accrued liabilities
Promissory note payable

Shareholders’ Equity

Share capital (Note 7)
Deficit

Subsequent events (Note 10)

Approved by the Board

e
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June 30

1991 1990
$ 43,398 $ 39,793
627 424
650 625
- 11,573
1,449 2,069
1,000 -
27,774 19,919
0% 7,960
48,336 2780
42,216 -
$ 137676 $ 82,383
$ $ 920
-_ = 2000
14,489 11,200
1,853,441 1,747,087
(1,730,254 ) (1,675,944)
123,187 71,093
$ 137676 $ 82,383




AUSTAR RESOURCES CORPORATION

Consolidated Statement of Operations and Deficit
(Note 1)

Lease rental
Interest and other income

Expenses
Legal

Audit
Transfer agent and shareholder fees

Office and general
Public relations
Property examination
Rent

Depreciation
Net loss for the year
Deficit, beginning of year

Amalgamation expenses
Deficit, end of year

Net loss per common share

Year ended June 30
1991 1990
s 2nm s -
3,165 1,109
5,665 1,109
10,877 13,165
12,778 4,462
9,630 3,574
8,333 5,575
4,536 1,831
2,705 -
2,400 600
620 887
51,879 30,094
(46,214) (28,985)
{1,675944 ) (1,646,959)
(1,722,158) (1,675,944 )
8,096 )
$ (1,730,254) $ (1,675944)
$ (.01) $ (01)




AUSTAR RESOURCES CORPORATION

Consolidated Statement of Changes in Financial Position

(Note 1)

Cash provided by (used in) operating activities
Operations
Net loss for the year
ltems not affecting cash

Depreciation and other

Changes in non-cash working capital

Cash provided by (used in) financing activities
Shares issued in settlement of debt
Shares issued for cash

Acquisition of subsidiary:
Shares issued 41,404
Prior investment 10,908
Repayment of promissory note
Amalgamation costs
Repayments to affiliates

Cash used in investing activities
Purchase of mineral interests
Deferred expenditures on mineral interests
Petroleum and natural gas properties
Purchase of investment
Reclamation bond

Increase in cash and term deposits

Cash and term deposits, beginning of year

Cash and term depasits, end of year

Year ended June 30
1991 1990
$ (46,214) $ (28,985 )
1,287 : 887
(@927 {28,088 )
4,971 1,319
(39,956 ) (26,779)
- 56,210
65,000 95,000
52,310
(2,000
(8,0% ) -
- (56,210 )
107,214 ~ 95,000
(7,855) (17,918)
(12,582) (7,981)
(42,216) -
- (11,573)
(1,“) -
(63,653 ) (37,472 )
3,605 30,749
39,793 9,044
$ 43,398 $ 39,783




AUSTAR RESOURCES CORPORATION

Notes to Consolidated Financial Statements Page 1
June 30, 1991

1. Amalgamation

Austar Resources Corporation (Austarthe Company) was formed effective November 1, 1990
by a statutory amalgamation of Barkerville Mining Company Limited (N.P.L.) (Barkerville) and
Austra Resources Corporation (Austra). The amalgamation has been accounted for as a
purchase by Austra of the remaining 58% of the outstanding share capital of Barkerville. Austra
purchased 42% of the outstanding share capital of Barkerville in the prior year. Under the
amalgamation agreement, the shareholders of Austra received one share of the amalgamated
company for each share previously held. Shareholders of Barkerville received one share of the
amalgamated company far each four shares of Barkerville previously Held. No fractional shares
of Austar were issued.

The results of operations of Barkerville for the period November 1, 1990 to June 30, 1991 have
been includad in the obnsolidated stetement ef operations and deficit. Net assets of Barkerville
acquired as at November 1, 1990 were as foiows:

Cash $ 48,672
Other net aseets 2,638
52,310

Less: prior investment 10,906
$ 41,404

2. Nature of operations
The Company is in the business of exploring and developing resource properties.
The resource properties are in the exploration stage and on the basis of information to date may
not have economically recoverabie reserves. The recovery of costs incurred on these properties
and related deferred expenditures is largely dependent on the existence of mineral and petro-
leum and natural gas reserves and the economic recovery of such reserves in the future.

3. Significant accounting policies
Principles of consolidation
The consolidated financial statements include the accounts of Austar and its wholly owned
United States subsidiary, Austar Resources (U.S.) Corporation, a Texas corporation incorpo-
rated in 1991.
Fixed assets
Fixed assets are being depreciated on a straight-line basis over their estimated useful lives.
Minera! property interests
The cost of acquisitions of mineral properti&s and of related exploration expenditures are de-
ferred. These costs would be amortized against future production following commencement of
commercial production or written off if the properties are sold or abandoned. The recorded
costs are not interided to refleot present or future values.

-6-
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AUSTAR RESOURCES CORPORATION

Page 2

The Company may acquire or sell mineral properties pursuant to option agreements. Because
options are exercisable entirely at the discretion of the optionee, the amounts payable or receiv-
able are not recorded until such time as the option payment is made. Option payments received
are applied to reduce the accumulated cost related to the mineral properties. Receipts in
excess of the accumulated cost are recorded as income.

Petroleum and natural gas properties

The Company follows the full cost muthod ot aocounting for ite petrniowm arul nitural gas
properties whereby all costs related to the exploration for and development of petroleum and
natural gas reserves are capitalized to cost centres on a country-by-country basis. Such costs
include land acquisition costs, geological and geophysical expenditures, carrying costs on
undeveloped properties, casts of drilling both productive and non-productive wells.

Depletion would be calculated by the unit-of-production method based on the estimated proved
reserves of petroleum and natural gas. In addition, the capitalized costs would be subjact to a
“ceiling tast”, which limits such costs to sn amount equal to the estimated value of futurs net
revenues from recoverable reserves plus the net cost of major development projects and un-
proved properties, less future general and administrative costs, financing costs and income
taxes.

Foreign currency translation
The subsidiary accounts are translated using the temporal method. Under this method, mon-
etary assets and liabilities arse transiated at the prevailing period end exchange rate. Ruvenues
and expenses are translated at the average rate of exchange for the period. All other accounts
are translated at rates prevailing when the transactions occurred.

4. Reclamation bond

The reclamation bond is posted with the province of British Columbia, pursuant to the Mines Act,
and consists of a term deposit maturing June 21, 1992.

5. Mineral interests

June 30
1991 1990
Property interests
Cariboo Mining Division, British Columbia (mineral claims) $ 529 $ 1
Lillooet Mining Division, British Columbia (mineral claims) 19,235 $ 17,918
New Westminster Mining Division, British Columbia (mineral claims) 1 -
Similkameen and Nicola Mining Division, British Columbia (mineral claims) 7,684 2,000
Other 325 -

$ 27,174 $ 19,919




AUSTAR RESOURCES CORPORATION

Page 3

Cariboo Mining Division, British Columbia

As a result of the amaigamation the Company holds a 100% interest in the 14 Crown Granted
Barkerville mineral claims. The exploration and mining lease on these claims to Mosquito
Consolidated Gold Mines Ltd. lapsed on January 1, 1991.

Lillooet Mining Division, British Columbia

On March 28, 1990, the Company entered into an agreement with Silver Butte Resources Ltd.
(Silver Butte) (Nate 9) tn sell an interest in the 19 Crown Grented Gold Bridge mineral claims.
Under the agreement the Company sold a 50% interest in the claims in consideration of
$20,000. Siiver Butte may earn up to an additional 25% interest in the claims with the expendi-
ture of $50,000 on exploration, if such funds are expended by March 29, 1993. Each $10,000 in
expenditures will earn Silver Butte a 5% interest. To date, Silver Butte has expended $ 7,570 on
these claims.

New Westminster, Similkameen and Nicola Mining Divisions, British Columbia

On July 9, 1980, the Company entared into an optien agreement with Giant Pacific Petroleum
Inc. (Giant Pacific) with respect to the Prime mineral claims located in the Similkameen and
Nicola Mining Divisions. Pursuant to the terms of this Agreement, the Company obtained the
right to earn a:50% interest in these claims by expending $125,000 by December 31, 1985. On
March 14, 1991 the Company and Giant Pacific entered into a new option agreement whereby
the Company obtained the right to acquire all of Giant Pacific’s interest in the Prime mineral
claims and the Nickel Syndicate mineral claims (Jocated in the New Westminster Mining Divi-
sion). The Company paid Giant Pacific $5,000 in consideration for the gronting of this optton. In
order to exercise this option the Company must issue 100,000 common shares to Giant Pacific.
In addition, the Company granted Giant Pacific a 0.75% net smelter return on production from
the Prime mineral claims. Upon the exercise of the option agreement, all third party interests in
these mineral claims will be extinguished. (Note 10)

Deferred expenditures
June 30 June 30
1990 Additians 1901
Similkameen and Nicola Mining Division claims $ 7980 $ 11688 § 19,668
Lillooet Mining Division claims - 525 525
New Westminster Mining Division claims - 257 257
Cariboo Mining Division claims - 112 12

$ 7980 $ 12582 § 20,562

. Petroleum aad natural gas propertias

June 30
1991 1990
Canada $ 27973 § -
United States : 14,243 -
$ 42216 $ -

- WS e
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AUSTAR RESOURCES CORPORATION

7. Share Capital
Authorized

100,000,000 common shares of no par value
25,000,000 first preferred shares of no par value

lssued and outstanding

Balance, June 30, 1989
lssued pursuant to;
Private placement
Settiement of advances from affiliates

Balance, June 30, 1990
Issued to Barkerville shareholders upon amalgamation

Issued pursuant to:
Exercise of share options
Exercise of share purchase warrants in
respect of a private placement

Balance, June 30, 1991

Stock options

Options outstanding June 30, 1989
Granted
Options outstanding June 30, 1990

Granted
Exercised

Options outstanding June 30, 1991

Number of

Page 4

$

1,595,827

633,333 95,000
374,736 56,210
5,617,940 1,747,037
143,861 41,404
250,000 37,500
137,500 27,500
6,149,301 _§$ 1853441
Number Option price
of Shares per Share
- $ -
335,000 $ 0.15
335,000 $ 0.15
75,000 $ 0.15
(250,000 ) $ 0.15
160000  § 0.15

Outstanding options expire on dates between October 11, 1992 and May 3, 1994.

8. Income taxes

The Company has accumulated certain resource-related deductions amounting to approxi-
mately $197,000 and operating losses of approximately $136,000 which are available to reduce
taxable income in future years. The operating losses expire in varying amounts from 1995 to

1998.

The future tax benefits of the operating losses have not been recognized in these consolidated

financial statements.

-9-




AUSTAR RESOURCES CORPORATION
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Relatod party tramactions i

For the yesr ended JUne 80; 1991 the Compmy was charged $15,127 (1990 $10,121) for

administrative fees, office and: fiqld expenses by a private company controlied by the President
and a director. As at .l,unem 991 $296 (1990 $4,760) included in accounts payable is owed
to this company.

During the year, the Company pand $16,473 (1990 $11,608) in legal fees to a law firm where an
officer of the Company is the partner.

Pursuant to an agreement dated the 31st day of May, 1989, the Company was obligated to pay
some $12,000 to Silver Butte in connection with the Prime mineral claims. Subsequently, this
agreement was satisfied by the payment of $2,000, evidenced by a promissory note due Sep-
tember 30, 1990 and the agreement that Silver Buite would receive 10% of any Interest that the
Company weuld earn in the Prime mineral claims.

The Company is related to Silver Butte (Note 5) through common directors and officers.

10. Subsequent svent

11.

Acquisition of Man mineral claims

The Company has acquired a 100% Interest in the Man and Man 2 mineral claims located in
the Similkameen and Nicola Mining Divisions, British Columbia under an agreement with
International Brican Resources Ltd. (Brican) dated May 23, 1991 and approved by the regula-
tory authorities on July 8, 1991. Pursuant to the terms of the agreement the Ceimpany issued
100,000 common shares to Brican for registerable transfers to these claims. The Company’s
ownership of these claims is subject to a $10,000 minimum annual advanced royalty to Mr.
David Mehner, the original owner of these claims, against a 3% net smeiter return which may
be purchased by the Company for $1,500,000. In addition the agreement provides for certain
contingent payments to Brican and a 1.5% net smalter return to Brican on the production from
the Man claims which may be purchased by the Company for $1,000,000.

Exercise of option on Naw Westminster, Similkameen and Nicola mineral claims

In July 1991, the Company issued 100,000 common shares to Giant Pacific upon exercise of
its option on the mineral claims located in the New Westminster, Similkameen and Nicola
Mining Divisions. (Note 5)

Comparative figures

The 1990 comparative figures are based on financial statements which were reported on by
other auditors.

Certain of the 1990 comparative figures have been reclassified to conform to the presentation
adopted in 1991.

-10-
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