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SILVER BUTTE RESOURCES LTD. 
(formerly Consolidated Silver Butte Mines Ltd. (N.P.L.) 

Incorporated under the laws of the Province of British Columbia 

Thirty-second Annual Report to the Members 
on Behalf of the Board of Directors 

To the Members: 

The Board of Di rectors of Silver Butte Resources Ltd. ("Silver Butte") is p leased t o present the C o m p a n y ' s 
32nd Annua l report . 

Fiscal 1989 and the first quar ter of 1990 were h ighl ighted by the explorat ion p r o g r a m on the C o m p a n y ' s SIB 
mineral c la ims w h i c h are strategical ly located in the Eskay Creek area, near Stewart, Brit ish C o l u m b i a ; the 
C o m p a n y ' s posi t ive f inancial posi t ion; and the potent ial for early cash f low f r o m the C o m p a n y ' s pe t ro leum 
and natural gas par t ic ipat ions in Texas. Also, the C o m p a n y has recent ly acqu i red an interest in the Go ld 
Br idge g r o u p of mineral c la ims near the fo rmer go ld p roduc ing Bra lo rne /P ioneer C a m p in Brit ish Co lumb ia . 

In 1989, Amer i can Fibre Corpora t ion ("American Fibre"), pursuant t o an earn-in agreement , c o n d u c t e d an 
extensive exp lora t ion p r o g r a m on the C o m p a n y ' s SIB c la im g r o u p that ad jo ins proper ty o n w h i c h Calp ine 
Resources Inc. a n d Stikine Resources Ltd. m a d e the Calp ine/St ik ine "21 Zone" go ld d iscovery . This 
d iscovery , w h i c h has at t racted international at tent ion to the Eskay Creek area of the Stikine Arch , is repor ted 
to have geolog ica l ly p robab le and possible reserves in the order of 2.5 t o 4 mil l ion ounces of go ld a n d 71 
t o 95 mi l l ion o u n c e s of silver. The SIB c la ims cover a str ike length of approx imate ly 2.5 miles of p rospect ive 
s t ra t igraphy w h i c h correlates wi th and is cons idered t o be a n extens ion of the s t rat igraphy of the 
Ca lp ine /St ik ine proper ty . 

The geochemica l soil sampl ing phase of Amer ican Fibre's p r o g r a m , w h i c h w a s carr ied ou t a long s o m e 
20.5 mi les of gr id l ines, identif ied nine mult i -e lement (gold, silver, lead, zinc, copper ) anomal ies that 
col lect ively f o r m a near cont inuous northeast t rend ing l inear anoma ly s o m e 2.2 miles in length. Detai led 
geo log ica l m a p p i n g and surface sampl ing of the or iginal surface cu ts has establ ished that three of the 
anomal ies are related t o the Central , 1,100 and Adi t zones of aur i ferous mineral izat ion. The remainder of 
the anomal ies were on ly subject to a cursory examinat ion d u e t o the shor t explorat ion season a n d wil l be 
invest igated in detai l as part of the 1990 geolog ica l a n d geochemica l p r o g r a m that is schedu led t o be 
c o n d u c t e d a long an addi t ional 12.5 miles of gr id l ines. Based o n the 6,000 feet of d i a m o n d dri l l ing in 1989, 
the go ld values in the Central zone appear to be assoc ia ted w i th sheared silicified tuffs whereas in the 1,100 
zone the go ld values appear t o be restr icted to the transi t ional tu f faceous sed iments over ly ing sericit ic dac i t ic 
tuffs. General ly, the mineral izat ion o n the SIB proper ty is epi thermal in character and appears t o have b o t h 
structural a n d l i thological cont ro l . Of the $581,000 of exp lorat ion expendi tures m a d e o n the SIB proper ty , 
$400,000 earned Amer ican Fibre a 5 0 % interest in the proper ty . The ba lance of $181,000 w a s shared equal ly 
by the C o m p a n y and Amer ican Fibre pursuant t o the te rms of the Jo in t Venture. The cos t of the 1990 
exp lora t ion p r o g r a m w h i c h is est imated at $1.2 mi l l ion, wil l be shared equal ly by the C o m p a n y and Amer i can 
Fibre. This p r o g r a m , is expec ted to c o m m e n c e in June , and is schedu led t o inc lude geolog ica l m a p p i n g , 
sampl ing , i nduced polar izat ion surveys and d i a m o n d dri l l ing. 

In 1989 Silver Butte carr ied out explorat ion p r o g r a m s o n t w o of its f ive go ld p rospec ts in the Swayze 
Syncl ine area near G o g a m a , Ontar io and o n its l ead /z inc p rospec t in Brit ish Co lumb ia . In the Swayze 
area, a geo log ica l m a p p i n g and sampl ing p r o g r a m w a s carr ied ou t o n the Central Chester p rospec t that has 
show ings of aur i ferous mineral izat ion and surface s t r ipp ing w a s d o n e o n the O s w a y p rospec t t o invest igate 
several s t rong geophys ica l anomal ies. This latter p rospec t is four mi les t o the nor thwest of the fo rmer 
p r o d u c i n g J e r o m e go ld mine. In Brit ish Co lumb ia a geo log ica l reconna issance evaluat ion w a s m a d e of the 
M o o s e a n d Ruby c la im g roups that ad jo in the fo rmer p r o d u c i n g s i lver / lead Dol ly Varden proper t ies in the 
Al ice A r m area. 

1 



SILVER BUTTE RESOURCES LTD. 
(formerly Consolidated Silver Butte Mines Ltd. (N.P.L.) 

In Apri l , 1990 the C o m p a n y acqu i red a 5 0 % interest in the Gold Br idge g r o u p of n ineteen C r o w n Granted 
mineral c la ims near the fo rmer go ld p roduc ing Bra lorne/P ioneer C a m p in central Brit ish Co lumb ia . Silver 
Butte has the right to earn an addi t ional 2 5 % interest in these c la ims by c o n d u c t i n g a w o r k p r o g r a m over 
the next three years. 

Tena jon Silver Corpora t ion cont inues t o explore Silver Butte's Big Missour i Ridge proper ty that is situate 
in the Stewart area, Brit ish Co lumb ia near the p roduc ing Premier go ld mine. Under the te rms of the 
agreement wi th Esso Resources Canada Ltd. , Silver Butte retains a 2 0 % carr ied interest in the net p roceeds 
f rom this property . 

The Minera Lluvia de Oro S.A. d e C.V. in w h i c h Silver Butte ho lds a 4 9 % equi ty interest has temporar i ly 
suspended operat ions at the Mina Elisa go ld p rospec t and is cont inu ing to seek addi t ional p rec ious metal 
p rospec ts of merit in Sonora State, Mex ico . 

In addi t ion to its activit ies in the min ing industry, Silver Butte is part ic ipat ing t h r o u g h its Amer i can subsidiary 
in several pe t ro leum and natural gas plays in the State of Texas. These inc lude a 4 .375% before payout 
("BPO") w o r k i n g interest in t w o wel ls in the Bear Grass f ield: the Pat Oakes # 1 wel l that is current ly 
p roduc ing approx imate ly 1.6 mil l ion cub ic feet of gas per day and the J i m m y Beddingf ie ld # 1 wel l that is 
be ing comp le ted . In the South Perd ido f ield, the C o m p a n y part ic ipated as t o a 7.5% BPO w o r k i n g interest 
in the Swickenheimer # 1 wel l that is be ing prepared for p roduc t ion . In add i t ion t o these wel ls, Silver Butte 
has commi t ted t o part ic ipate in the redri l l ing of the 11,000 foot H in ton # 1 wel l in the Jewet t f ield that was 
a b a n d o n e d in Apri l due to d o w n hole p rob lems and also to dri l l ing explorat ion wel ls in the Trans-Tex and 
South Donie f ields. 

Audi ted f inancial s tatements for the f iscal year ended December 3 1 , 1989 a long w i th compara t i ve f igures 
for 1988 f o r m part of this report . As of the end of the first quarter of 1990 the C o m p a n y ' s w o r k i n g capital 
was $1,100,760. A f inancing by w a y of a Statement of Material Facts has been p r o p o s e d for 1990. 

Wi th last seasons explorat ion of the SIB claims, its part ic ipat ions in pe t ro leum and natural gas plays, and 
its recent acquis i t ion of the Go ld Br idge proper ty , management is opt imist ic as t o the cont inu ing g rowth 
of the C o m p a n y in 1990. 

Yours truly, 
O n Behalf of the Board 

L.P. Starck, P. Eng. 
President 

May 1 1 , 1990 
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SILVER B U T T E RESOURCES LTD. 
M I N E R A L P R O S P E C T S IN B R I T I S H C O L U M B I A 

BIG M I S S O U R I RIDGE G R O U P 

SIB G R O U P 

^SNOWBIRD 

t \ T M O O S E & R U B Y G R O U P 
Fort St. John 

L D BRIDGE G R O U P 
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E S K A Y C R E E K 
P R I M E / S T I K I N E 

J O I N T V E N T U R E 

L E G E N D 

Soil Geochemical Anomaly 

Quorti-Serldte-Pyrlte 
- — Alteration Zone 

• Intense SltlctfIcatlon 

1989 Drill Hole Colors 

Trend of Favorable 
Host Rocks 

SIB C L A I M GROUP 
S I L V E R B U T T E / A M E R I C A N FIBRE 

JOINT V E N T U R E 

SILVER B U T T E RESOURCES LTD. 
C O M P I L A T I O N M A P 
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Chartered Accountants Price Waterhouse Centre 

601 West Hastings Street 
Vancouver, B.C. V 6 B 5 A 5 

(604)682 471 1 
Telex 04 507740 
Telecopier (604) 662 5300 

Price Waterhouse 

January 12, 1990 

A u d i t o r s ' R e p o r t 

To the Shareho lders of 
Silver Butte Resources Ltd. 
( formerly Conso l ida ted Silver Butte Mines Ltd. (N.P.L) ) 

W e have examined the consol idated balance sheet of Silver Butte Resources Ltd. as at D e c e m b e r 3 1 , 1989 

and the conso l ida ted s tatements of earnings and deficit , deferred expendi tures and changes in f inancial 

pos i t ion for the year then ended. Our examinat ion w a s made in a c c o r d a n c e wi th general ly accep ted 

audi t ing s tandards, and accord ing ly inc luded such tests and other p rocedures as w e cons idered necessary 

in the c i rcumstances . 

In our op in ion , these consol idated f inancial s tatements present fairly the f inancial posi t ion of the C o m p a n y 

as at D e c e m b e r 3 1 , 1989 and the results of its operat ions and the changes in its f inancial pos i t ion for the 

year then ended in a c c o r d a n c e wi th general ly accep ted accoun t ing pr inciples, appl ied on a basis consistent 

w i th that of the p reced ing year. 

Char tered Accoun tan ts 
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SILVER BUTTE RESOURCES LTD. 
(formerly Consolidated Silver Butte Mines Ltd. (N.P.L) 

C o n s o l i d a t e d B a l a n c e Sheet 

A s s e t s 

Current assets 
Cash and shor t - term investments 
A c c o u n t s receivable 
Prepaids 

Investments - marketable securit ies, at cost or 
carr ied value (market value - $133,325; 
1988 - $199,813) 

Investments and advances (Note 3) 

Mineral p roper ty interests, at cost (Note 4) 
Propert ies 
Deferred expendi tures 

Pet ro leum and natural gas propert ies, at cost 

Deferred share issue costs (Note 8) 

L iab i l i t i es 

Current liabilities 
A c c o u n t s payable and accrued liabilit ies 

Deferred i ncome taxes 

S h a r e h o l d e r s ' Equ i t y 

Share capital (Note 5) 

Deficit 

D e c e m b e r 31 

1989 1988 

$ 709,605 
17,318 

1,250 

$ 419,040 
25,000 

1,200 

728,173 445,240 

3,013 8,772 

72,958 -

95,086 
764,747 

95,086 
596,226 

859,833 691,312 

109,228 -

68,111 -

$ 1,841,316 $ 1,145,324 

$ 53,313 $ 14,830 

140,718 87,713 

194,031 102,543 

1,667,593 1,203,841 

(20,308) (161,060) 

1,647,285 1,042,781 

$ 1,841,316 $ 1,145,324 

- ^ 0 — ^ Director 
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SILVER BUTTE RESOURCES LTD. 
(formerly Consolidated Silver Butte Mines Ltd. (N.P.L.) 

C o n s o l i d a t e d S t a t e m e n t o f E a r n i n g s a n d Def i c i t 

Year e n d e d D e c e m b e r 31 
1989 1988 

I n c o m e 
Opt ion p a y m e n t 
Gain o n sale of marketab le securit ies 

$ 15,000 
207,576 

$ 15,000 
315,562 

222,576 330,562 

Expenses 
Write-off of pe t ro leum a n d natural gas proper t ies 
Wri te-off of incorpora t ion cos ts 

15,419 
4,308 

15,419 4,308 

Earn ings before i n c o m e taxes 207,157 326,254 

Prov is ion for defer red i n c o m e taxes (Note 6) 58,767 87,713 

Net earn ings fo r year 148,390 238,541 

Deficit, beg inn ing of year (161,060) (399,601) 

Share issue cos ts , net of i ncome tax reduct ions 
of $5,762 

(12,670) 

(7,638) 

(161,060) 

Deficit , end of year $ (20,308) $ (161,060) 

Net earn ings per c o m m o n share $ 0.03 $ 0.06 
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SILVER BUTTE RESOURCES LTD. 
(formerly Consolidated Silver Butte Mines Ltd. (N.P.L.) 

C o n s o l i d a t e d S t a t e m e n t of D e f e r r e d E x p e n d i t u r e s 

M i n e r a l p r o p e r t i e s 

Explorat ion expendi tures 
Brit ish Co lumb ia 

Skeena Mining Division 
Simi lkameen and Nicola Min ing Division 

Ontar io 
Porcup ine Mining Division 

Mex ico 
Uni ted States 

Less 
Opt ion p roceeds on Unuk River c la ims 
Grant in lieu of tax deduc t ions 

Net explorat ion expendi tures 

Administ rat ive expendi tures 
Administ rat ive and management 
Audi t and legal 
Insurance 
Off ice and miscel laneous 
Proper ty examinat ions 
S tock exchange 
Te lephone and postage 
Transfer agent and shareholder 
Travel 

Less: Interest earned 

Net administrat ive expendi tures 

Expendi tures for year 

Deferred expendi tures, beg inn ing of year 

Year e n d e d D e c e m b e r 31 
1989 1988 

$ 99,917 $ 3,619 
- 3,484 

59,830 70,905 
1,482 67,453 

17,516 -

178,745 145,461 

42,500 7,500 
- 25,000 

42,500 32,500 

136,245 112,961 

18,000 18,000 
37,441 24,015 

4,274 278 
19,883 10,106 

9,253 -
1,200 1,100 
3,952 2,290 

13,693 6,731 
2,559 -

110,255 62,520 
77,979 11,482 

32,276 51,038 

168,521 163,999 

596,226 432,227 

Deferred expendi tures, end of year $ 764,747 $ 596,226 
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SILVER BUTTE RESOURCES LTD. 
(formerty Consolidated Silver Butte Mines Ltd. (N.P.L) 

C o n s o l i d a t e d S t a t e m e n t of C h a n g e s 
in F i n a n c i a l P o s i t i o n 

Year e n d e d D e c e m b e r 31 
1989 1988 

Cash p rov ided by (used in) operat ing activi t ies 
Earn ings 

Net earn ings for year $ 148,390 $ 238,541 

Gain o n sale of marketable securi t ies (207,576) (315,562) 

I tems not af fect ing cash 
Prov is ion for deferred income taxes 58,767 87,713 

Write-off of pe t ro leum and natural gas proper t ies 15,419 -
Write-off of incorpora t ion costs - 4,308 

15,000 15,000 

Changes in non-cash w o r k i n g capital 46,115 (132,600) 

61,115 (117,600) 

Cash p rov ided by (used in) f inancing activit ies 
Shares al lot ted or issued 463,752 150,000 

Share issue cos ts (81,511) -
Proceeds o n sale of marketable securi t ies 213,335 341,674 

595,576 491,674 

Cash p rov ided by (used in) investing activit ies 
Purchase of marketable securi t ies - (350) 

Investments and advances (72,958) -
Deferred expendi tures o n mineral propert ies (168,521) (163,999) 

Pet ro leum and natural gas propert ies (124,647) -

(366,126) (164,349) 

Increase in cash and shor t - term investments 290,565 209,725 

Cash a n d shor t - term investments, beg inn ing of year 419,040 209,315 

Cash a n d shor t - te rm investments, end of year $ 709,605 $ 419,040 
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SILVER BUTTE RESOURCES LTD. 
(formerly Consolidated Silver Butte Mines Ltd. (N.P.L) 

N o t e s t o C o n s o l i d a t e d F inanc ia l S t a t e m e n t s 
D e c e m b e r 3 1 , 1989 _ ^ 

1. N a t u r e o f o p e r a t i o n s 

The C o m p a n y is in the explorat ion stage wi th respect to its resource proper t ies a n d , o n the basis of 
in format ion t o date, may not have economica l l y recoverable reserves. The recovery of cos ts incurred 
o n resource propert ies and related deferred expendi tures is largely dependen t o n the existence of 
mineral and pet ro leum and natural gas reserves and the e c o n o m i c recovery of s u c h reserves in the 
future. 

2. S i g n i f i c a n t a c c o u n t i n g p o l i c i e s 

P r i n c i p l e s o f c o n s o l i d a t i o n 

The conso l ida ted f inancial s tatements include the accoun ts of Silver Butte Resources Ltd. ( formerly 
Conso l ida ted Silver Butte Mines Ltd. (N.P.L) ) and its who l l y -owned Uni ted States subsidiary, Silver 
Butte Petro leum, Inc., a Texas corpora t ion incorpora ted in 1989. The C o m p a n y a c c o u n t s for its 4 9 % 
interest in Minera Lluvia de Oro , S.A. de C.V. (Note 3) on the equi ty basis. 

M i n e r a l p r o p e r t i e s 
The cos t of acquis i t ions of mineral propert ies and of related explorat ion and administrat ive 
expendi tures are deferred. These costs w o u l d be amor t ized against future p r o d u c t i o n fo l lowing 
c o m m e n c e m e n t of commerc ia l p roduc t ion or wr i t ten off if the proper t ies are so ld o r a b a n d o n e d . 
The recorded cos ts are not in tended t o reflect present or fu ture values. 

The C o m p a n y may acqui re or sell mineral proper t ies pursuant t o op t ion agreements . Because opt ions 
are exercisable entirely at the d iscret ion of the opt ionee, the a m o u n t s payable or receivable are not 
recorded until such t ime as the op t ion payment is made. Op t ion payments received are appl ied to 
reduce the accumula ted cost of the related mineral propert ies. Receipts in excess of the accumu la ted 
cos t are recorded as income. 

P e t r o l e u m a n d na tu ra l g a s p r o p e r t i e s 
The C o m p a n y fo l lows the full cost me thod of accoun t ing for its pe t ro leum and natural gas propert ies 
w h e r e b y all costs related to the explorat ion for and deve lopment of pe t ro leum a n d natural gas reserves 
are capital ized t o cost centres o n a count ry -by-count ry basis. Suc h cos ts inc lude land acquis i t ion 
costs , geolog ica l and geophys ica l expendi tures, rentals o n undeve loped proper t ies, cos ts of dri l l ing 
bo th product ive and non-product ive wel ls a n d related administrat ive expenses. 

Deplet ion w o u l d be calculated by the uni t -o f -product ion m e t h o d based o n the est imated proved 
reserves of pet ro leum and natural gas. In add i t ion , the capital ized cos ts w o u l d be sub jec t t o a "cei l ing 
test", w h i c h l imits such cos ts t o an a m o u n t equal t o the est imated va lue of fu ture net revenues f r o m 
recoverable reserves plus the net cos t of ma jor deve lopment pro jec ts a n d unproved proper t ies, less 
future general and administrat ive costs , f inanc ing costs and i ncome taxes. 

F o r e i g n c u r r e n c y t r a n s l a t i o n 
The subsid iary accoun ts are t ranslated us ing the tempora l m e t h o d . Under this m e t h o d , monetary 
assets and liabilities are t ranslated at the prevai l ing per iod end exchange rate. Revenues and 
expenses are translated at the average rate of exchange for the per iod . All o ther a c c o u n t s are 
t ranslated at rates prevai l ing w h e n the t ransact ions occu r red . 
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SILVER BUTTE RESOURCES LTD. 

(formerly Consolidated Silver Butte Mines Ltd. (N.P.L.) 

N o t e s t o C o n s o l i d a t e d F i n a n c i a l S t a t e m e n t s 
D e c e m b e r 3 1 , 1989 

3. I n v e s t m e n t s a n d a d v a n c e s 
I n v e s t m e n t 
in s h a r e s A d v a n c e s T o t a l 

Minera Lluvia d e Oro , S.A. de C.V. $ 5,185 $ 61,363 $ 66,548 
Cont inenta l Energy Market ing Ltd., at cos t 10 8,000 8,010 

5,195 69,363 74,558 

Less: Current por t ion - (1,600) (1,600) 

$ 5 , 1 9 5 $ 6 7 , 7 6 3 $ 7 2 , 9 5 8 

The C o m p a n y ho lds a 4 9 % interest in Minera Lluvia de Oro , S.A. de C.V., a private c o m p a n y 
incorpora ted under the laws of Mex ico, w h i c h ho lds certain mineral explorat ion concess ions . In 1989 
the C o m p a n y advanced funds for a min ing exp lorat ion p rogram. In addi t ion, the C o m p a n y has incurred 
d i rect ly defer red expendi tures o n these concess ions total l ing $97,522 at December 3 1 , 1989. 

The a d v a n c e t o Cont inental Energy Market ing L td . is secured by a p romissory note and bears interest 
at a rate of 10% per a n n u m . The note is repayable in five equal pr incipal instalments plus a c c r u e d but 
unpa id interest c o m m e n c i n g Apri l 1, 1990. 

4. M i n e r a l p r o p e r t i e s 
1989 1988 

Skeena Min ing Division, Brit ish Co lumb ia (mineral c la ims 
a n d carr ied interest) $12 ,511 $ 1 2 , 5 1 1 

Porcup ine Min ing Division, Ontar io (mineral c la ims) 82,575 82,575 

$ 95,086 $ 95,086 

S k e e n a M i n i n g D i v i s i o n , B r i t i sh C o l u m b i a 

S.I.B. (Eskay Creek) mineral c la ims: 

Pursuant t o an opt ion agreement da ted J u n e 30, 1988 Amer ican Fibre Corpora t ion has earned 
a 5 0 % interest in the C o m p a n y ' s recorded mineral c la ims in the Stewart Area, Brit ish Co lumb ia 
b y m a k i n g op t ion payments of $50,000 a n d spend ing $400,000 in explorat ion expendi tures o n 
the c la ims. The C o m p a n y has executed a jo int venture agreement w i th Amer ican Fibre. 

M o o s e (Alice Arm) mineral c la ims: 

The C o m p a n y ho lds a 100% interest in five Crown-gran ted mineral c la ims in the Al ice A r m Area, 
Bri t ish Co lumb ia . 
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SILVER BUTTE RESOURCES LTD. 
(formerly Consolidated Silver Butte Mines Ltd. (N.P.L)  
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Big Missour i Ridge carr ied interest in mineral c la ims: 

O n August 20, 1980, the C o m p a n y entered into an agreement w i th Esso Resources Canada 
Limited ("Esso") pursuant t o wh ich Esso earned a 100% interest in mineral r ights in four reverted 
Crown-gran ted mineral c la ims and one recorded mineral c la im (12 units) in the Stewart area, 
Brit ish Co lumbia . The C o m p a n y retained a 2 0 % carr ied interest in net p roceeds f r o m p roduc t ion 
f r o m these mineral r ights. C o m m e n c i n g in August 1981 and con t inu ing t o the beg inn ing of 
operat ions, Esso is obl igated to make annual payments t o the C o m p a n y of $15,000. These 
payments are repayable out of 9 0 % of the C o m p a n y ' s receipts f r o m its carr ied interest. Total 
payments received to date are $120,000. In the event any opt ional payments are not m a d e and 
the c la ims are abandoned or the agreement is sur rendered or te rminated, the c la ims revert t o the 
C o m p a n y . 

P o r c u p i n e M i n i n g D i v i s i o n , O n t a r i o 

The C o m p a n y has a 100% interest, subject t o net smelter return royalt ies rang ing f r o m 11/2% t o 
3V&%, in f i f ty-two mineral c la ims located in the Swayze Syncl ine Area, Ontar io . 

Pursuant t o the purchase agreement , a total of 175,000 c o m m o n shares of the C o m p a n y m a y be 
issued in equal amoun ts to the vendor fo l lowing the comp le t ion of each of four phases of 
explorat ion and upon receipt of regulatory approva l . 

S i m i l k a m e e n a n d N ico la M i n i n g D i v i s i o n s , B r i t i sh C o l u m b i a 

O n Oc tober 16,1987, the C o m p a n y entered into an op t ion agreement wi th Giant Pacif ic Pet ro leum  
Inc. (Note 7) to acqui re a 5 0 % undiv ided interest in ft he ^ a m e 'T?&^''*9 'f^--f^nrdM"rrSm^  
tetgfe^ consis t ing of 16 units in the Simi lkameen Min ing Division anrj ft units in the Nicola Min ing  
Division. Under the agreement , as a m e n d e d , op t ion payments bv insta lments tota l l ing $17,500 are  
payable by Oc tober 16, 1991 and $255,000 in explorat ion expendi tures must be spent by  
December 3 1 , 1993. At December 3 1 , 1989 the C o m p a n y has incurred explorat ion expendi tures 
of $14,387. O n May 3 1 , 1989, the C o m p a n y entered into an agreement w i th Aust ra Resources  

^Corporat ion ("Austra") (Note 7) whereby it ass igned its interest in th is op t ion agreement t o Austra. 
In cons iderat ion of the ass ignment , Aust ra has agreed t o pay the C o m p a n y $12,000 in insta lments 
by September 30, 1992. In addi t ion, the C o m p a n y retains a 10% interest in any interest Aust ra 
m a y earn under the op t ion agreement . 

U n i t e d S ta tes 

Dur ing the year, the C o m p a n y entered into a jo int explorat ion p r o g r a m to exp lore cer ta in mineral 
c la ims located in the United States. At D e c e m b e r 3 1 , 1989, expendi tures total l ing $17,516 have 
been incurred. 

12 



SILVER BUTTE RESOURCES LTD. 
(formerly Consolidated Silver Butte Mines Ltd. (N.P.L 

N o t e s t o C o n s o l i d a t e d F i n a n c i a l S t a t e m e n t s 
D e c e m b e r 3 1 , 1989 

5. S h a r e c a p i t a l 

Author ized 
20,000,000 c o m m o n shares of no par value 
20,000,000 first preferred shares of no par value 

1989 1988 
S h a r e s A m o u n t S h a r e s A m o u n t 

Issued a n d outs tand ing 
C o m m o n shares 

C a s h 
Mineral proper t ies 
Serv ices 

4,595,165 
1,022,500 

32,888 

$ 1,520,785 
128,100 

18,709 

3,351,140 
1,022,500 

11,636 

$ 1,068,233 
128,100 

7,509 

Less: Shares held by the C o m p a n y 
5,650,553 

14,400 
1,667,594 

1 
4,385,276 

14,400 
1,203,842 

1 

5,636,153 $ 1,667,593 4,370,876 $ 1,203,841 

Dur ing the year 571,429 c o m m o n shares were issued for $0.31 per share pursuant t o a share purchase 
warrant that w a s part of a private p lacement agreement da ted January, 1988. In add i t ion , 72,596 
c o m m o n shares were issued for $0.35 per share pursuant t o d i rec tors s tock opt ions . The C o m p a n y 
also entered into a private p lacement agency agreement for the sale of 400,000 units at $0.40 per unit 
cons is t ing of one c o m m o n share and one-half share non-t ransferable share purchase warrant w i th one 
w h o l e warrant enti t l ing the holder t o purchase wi th in one year one addi t ional c o m m o n share at $0.45. 
Pursuant t o this agreement and the exercise of the warrant , 600,000 c o m m o n shares were issued and 
a fur ther 21,252 c o m m o n shares were issued to the agent in payment of the f inders fee of 7% of the 
unit p roceeds . 

As at December 3 1 , 1989, there were outs tand ing s tock op t ions t o d i rec tors and emp loyees t o 
purchase 545,000 c o m m o n shares at pr ices ranging f r o m $0.35 t o $0.48. All op t ions expire o n dates 
rang ing f r o m February 11 , 1990 to April 24, 1992. 

Shares held by the C o m p a n y represent shares received as a result of the w i n d - u p of H o m e g u a r d 
Mines Ltd. The carry ing value of these shares reflect the car ry ing value of $1 of the C o m p a n y ' s 
shareho ld ing in H o m e g u a r d Mines Ltd. 

Earn ings per share are based o n the we ighted average n u m b e r of shares ou ts tand ing for the year net 
of the 14,400 shares that the C o m p a n y holds. 

6. I n c o m e t a x e s 

The C o m p a n y ' s effective rate of income tax of 2 8 % is less than the statutory rate of 42 .8% under 
Canad ian federal and provincial income taxes pr imari ly because on ly approx imate ly two- th i rds of the 
a m o u n t of capital ga in on the sale of marketable securi t ies recogn ized for b o o k purposes is taxable. 
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The C o m p a n y has accumu la ted certa in resource-related deduc t ions a m o u n t i n g t o approx imate ly 
$361,000 and operat ing losses of approx imate ly $82,000 wh ich are avai lable t o reduce taxable income 
in future years. The operat ing losses expire in vary ing amoun ts f r o m 1991 t o 1994. 

The future tax benefits of these a m o u n t s have not been recogn ized in these conso l ida ted f inancial 

s tatements. 

7. Re la ted pa r t y t r a n s a c t i o n s 

Dur ing the year ended December 3 1 , 1989, the C o m p a n y incurred $38,087 (1988 - $29,479) in 
administrat ive fees and off ice expenses, and $17,764 (1988 - $15,518) in explorat ion management 
fees, equ ipment rentals and other expenses, w i th a private c o m p a n y , cont ro l led by the President 
a n d a di rector . As at December 3 1 , 1989, $5,845 (1988 - $7,716) inc luded in accoun ts payable is 
o w e d to this private c o m p a n y . 

The C o m p a n y is related to Giant Pacif ic Pet ro leum Inc. and Aust ra Resources Corpora t ion (Note 
4) t h r o u g h c o m m o n d i rectors and off icers. 

8. S u b s e q u e n t even t 

Pursuant t o a Statement of Material facts da ted Oc tober 10, 1989, and as a m e n d e d January 9, 1990, 
a n d an a m e n d e d agency of fer ing agreement da ted September 6, 1989, the C o m p a n y comp le ted an 
offer ing in February 1990 of 700,000 units at $0.65 per unit. Each unit cons is ted of one c o m m o n share 
a n d t w o Series "A" warrants. T w o Series "A" war rants entitle the holder t o purchase one c o m m o n share 
of the C o m p a n y at $0.65 per c o m m o n share until Ju ly 3 1 , 1990. In cons idera t ion of the agent 's 
guarantee t o purchase all the units of the of fer ing if they were not so ld at the conc lus ion of the offer ing, 
the agent is entit led until Ju ly 3 1 , 1 9 9 0 to acqu i re up to 350,000 c o m m o n shares at the same pr ice that 
the units were offered to the publ ic . The agent a lso exercised its r ight permi t t ing it t o solicit and accept 
subscr ip t ions for an addi t ional 105,000 units. Net p roceeds of the offer ing were approx imate ly 
$486,000. 

14 


