
N.C CARTER, Ph.D., p.Eng. 830105 
Consulting Geologist 1 4 1 0 Wende Road 

Victoria, B.C. V 8 P 3 T 5 
(604) 477-0419 

Telephone + fax: 250-477-0419 

March 20,1997 

The D i r e c t o r s 
Kafus C a p i t a l C o r p o r a t i o n 
S u i t e 706 - 1155 Robson S t r e e t 
Vancouver, B.C. V6E 1B5 

Dear S i r s : 

Re: TOFINO NICKEL (Deer Bay) PROPERTY 
Alberni Mining D i v i s i o n , B r i t i s h Columbia 
Latitude 49°13»N; Longitude 125°38»W 
NTS 92P/4E 

Introduction 
T h i s l e t t e r r e p o r t on the T o f i n o N i c k e l p r o p e r t y , 

prepared at the request of Mr. Andy Schwab, i s based on 
in f o r m a t i o n provided by A.O. B i r k e l a n d , P.Eng. and on the 
w r i t e r ' s background knowledge of the g e o l o g i c a l s e t t i n g and 
min e r a l d e p o s i t s of the Port A l b e r n i - Clayoquot Sound areas 
of Vancouver I s l a n d . 

Property Location, Access and Infrastructure 

The T o f i n o N i c k e l p r o p e r t y i s s i t u a t e d on the west coast 
of Vancouver I s l a n d near the head of T o f i n o I n l e t (Deer Bay) 
and 22 km north e a s t of the town of T o f i n o . Good access i s 
a f f o r d e d by a network of l o g g i n g roads. Some l o g g i n g a c t i v i t y 
has taken place w i t h i n and adjacent to the claims area. 

The t e r r a i n i s t y p i c a l of the west coast of the I s l a n d ; 
e l e v a t i o n s w i t h i n the claims area range from sea l e v e l to 
about 750 metres near the north boundary of the Super 2 c l a i m 
which i s 3 km north of the i n l e t . 

Most s u p p l i e s and s e r v i c e s are a v a i l a b l e i n T o f i n o 
and/or U c l u e l e t or i n Port A l b e r n i . 

A major r e d u c t i o n i n lo g g i n g i n t h i s p a r t of Vancouver 
I s l a n d (Clayoquot Sound) has r e s u l t e d i n a major unemployment 
problem. Other economic a c t i v i t y i n the area would be 
welcome. 
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Mineral Property 

The p r o p e r t y c o n s i s t s of four contiguous 4-post mineral 
c l a i m s comprising 22 u n i t s which are l o c a t e d i n the A l b e r n i 
Mining D i v i s i o n and are owned j o i n t l y by Peter C. Buckland 
and A.O. B i r k e l a n d . The mineral c l a i m s are recorded i n the 
name of A.O. B i r k e l a n d and d e t a i l s are as f o l l o w s : 

C l a i m Na^e 
SUPER 1 
SUPER 2 
NICK 1 
NICK 2 

Record Number 
200234 
200235 
331923 
322848 

U n i t s E x p i r y Date 
6 May 10,1997 

12 May 10,1997 
2 October 25,1997 
2 November 13,1997 

Past W Q E I S 

E x p l o r a t o r y work has been c a r r i e d out i n the area of the 
present p r o p e r t y s i n c e the 1890's. E a r l i e s t work was d i r e c t e d 
to v e i n m i n e r a l i z a t i o n ; subsequent work, i n the 1960's, 
i n c l u d e d an examination of the porphyry copper p o t e n t i a l 
of the T o f i n o I n l e t area. 

The n i c k e l - c o p p e r - p l a t i n u m - p a l l a d i u m p o t e n t i a l of the 
pro p e r t y was the focus of Cominco Ltd.'s a t t e n t i o n between 
1984 and 1987. Work completed by t h i s company i n c l u d e d 
g e o l o g i c a l , g e o p h y s i c a l and geochemical surveys and some 
t r e n c h i n g . A d d i t i o n a l work was recommended but not c a r r i e d 
out by Cominco. 

Stag E x p l o r a t i o n s L t d . conducted a d d i t i o n a l g e o l o g i c a l 
mapping and rock and s o i l geochemistry i n 1988 and some 
reconnaissance s o i l and stream sediment geochemistry was 
c a r r i e d out i n 1992 and 1995. 

Expenditures t o date on the p r o p e r t y are c o n s e r v a t i v e l y 
estimated to be i n the order of $100,000. Included i n t h i s 
estimate are those expenditures documented i n assessment 
r e p o r t s (Cominco - $63,500; Stag - $22,350) which o f t e n do 
not c o n s t i t u t e a f u l l r e p o r t i n g of a l l work done. Not 
inc l u d e d i n t h i s estimate are h i s t o r i c expenditures r e l a t i n g 
to work done i n the area of the present c l a i m s s i n c e the t u r n 
of the century. 

Property Potential 

Known n i c k e l - c o p p e r - p l a t i n u m - p a l l a d i u m m i n e r a l i z a t i o n on 
the p r o p e r t y i s a s s o c i a t e d with an i s o l a t e d bedrock exposure 
of metamorphosed gabbro which measures 30 x 10 metres. 

N.C. CARTER, Ph.D., P.Eng. 
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L i m i t e d t r e n c h i n g of t h i s exposure has d i s c l o s e d the presence 
of a 1.5 metres t h i c k , 22 metres long massive s u l p h i d e l e n s , 
concordant or p a r a l l e l to the long d i r e c t i o n of the 
gabbro i n t r u s i o n and c o n s i s t i n g of c h a l c o p y r i t e (copper 
s u l p h i d e ) , n i c k e l s u l p h i d e minerals and i r o n s u l p h i d e s 
( p y r i t e , p y r r h o t i t e ) . The massive s u l p h i d e lens i s enveloped 
by up to 10 metres of disseminated c o p p e r - n i c k e l - i r o n 
s u l p h i d e s . 

Rock c h i p sampling of the massive s u l p h i d e lens has 
retu r n e d values of 2.06% n i c k e l , 1.97% copper, 0.051 oz/ton 
p l a t i n u m and 0.166 oz/ton p a l l a d i u m over 1.3 metres. Grab 
samples have y i e l d e d values of up to 10.1% n i c k e l , 0.24% 
copper, 0.17 oz/ton p l a t i n u m and 0.76 oz/ton p a l l a d i u m . (Note 
- f o r purposes of comparison, e s t a b l i s h e d r e s e r v e s at INCO's 
Voise y ' s Bay, Labrador d e p o s i t have average grades of 2.83% 
n i c k e l , 1.68% copper + c o b a l t - platinum, p a l l a d i u m and other 
p r e c i o u s metals values have not been d i s c l o s e d but are no 
doubt p r e s e n t ) . 

As noted, the massive s u l p h i d e lens i s concordant or 
p a r a l l e l to the tr e n d of the host gabbro i n t r u s i o n ; s i m i l a r l y 
the long d i r e c t i o n of the i n t r u s i o n i t s e l f p a r a l l e l s the 
northwest s t r u c t u r a l trend of the e n c l o s i n g country rocks 
which suggests good p o t e n t i a l f o r extensions of the 
favou r a b l e i n t r u s i v e hostrock (and contained m i n e r a l i z a t i o n ) 
both along s t r i k e and to depth. 

F u r t h e r evidence f o r p o t e n t i a l l y s i g n i f i c a n t s i z e and/or 
s i m i l a r , p a r a l l e l i n t r u s i o n s i s i n d i c a t e d by a a second 
gabbro i n t r u s i o n which c o n t a i n s anomalous n i c k e l - c o p p e r 
values and i s 400 metres southwest of the main showing. 
As w e l l , previous geochemical s t u d i e s i n d i c a t e good p o t e n t i a l 
not o n l y f o r a d d i t i o n a l n i c k e l - c o p p e r m i n e r a l i z a t i o n on trend 
and upslope from the main showing area. 

In summary, the the T o f i n o N i c k e l p r o p e r t y has 
demonstrated p o t e n t i a l f o r n i c k e l - c o p p e r - p l a t i n u m - p a l l a d i u m 
m i n e r a l i z a t i o n . S i m i l a r s t y l e s of m i n e r a l i z a t i o n are not 
uncommon i n the west coast r e g i o n ; examples i n c l u d e a number 
of d e p o s i t s i n southeast A l a s k a and the f o r m e r l y producing 
Giant N i c k e l d e p o s i t north of Hope. 

Environmental Aspects 
The p r o p e r t y i s w i t h i n an area c l a s s i f i e d as gene r a l use 

and o u t s i d e the area a l i e n a t e d f o r resource e x t r a c t i o n by the 
Clayoquot Sound land use d e c i s i o n . 

N.C. CARTER, Ph.D., P.Eng. 
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The known s u l p h i d e m i n e r a l i z a t i o n has the p o t e n t i a l f o r 
a c i d g e n e r a t i o n but no b a s e l i n e s t u d i e s have been done to 
measure e x a c t l y what t h i s p o t e n t i a l might be. Any f u t u r e 
e x p l o r a t o r y work would be s u b j e c t to the usual r e c l a m a t i o n 
bonding procedures but i t i s worthy of note t h a t a l i c e n s e to 
cut timber and a permit f o r d r i l l i n g were both issued f o r a 
planned program i n the recent p a s t . 

PKPPQSefl Agreement 
Issuance of f r e e t r a d i n g shares may not be p o s s i b l e 

under r e v i s e d Exchange r u l e s i n both B.C. and A l b e r t a . In 
any event, the amount requested may have to be staged, 
s u b j e c t to completion of work programs. 

The proposed staged cash payments through year 3 are 
cons i d e r e d reasonable; a r e d u c t i o n of payments i n years 4 
and 5 co u l d be con s i d e r e d to b r i n g t o t a l payments to the 
$ 1 m i l l i o n range. 

The schedule of work commitments are c o n s i d e r e d to be 
in l i n e with those t h a t would c o n s t i t u t e an o r d e r l y 
e x p l o r a t i o n program pending r e c e i p t of continued encouraging 
r e s u l t s . 

A buyout p r o v i s i o n f o r the proposed 2% net smelter 
r o y a l t y should be n e g o t i a t e d . 

Conclusions 

The T o f i n o N i c k e l p r o p e r t y i s an a t t r a c t i v e prospect 
worthy of a d d i t i o n a l work. Of note i s the f a c t that the 
prospect has never been d r i l l e d ; the proposed $150,000 f i r s t 
year program would a l l o w f o r d r i l l i n g of s e v e r a l c l o s e l y -
spaced s h a l l o w holes to determine c o n t i n u i t y of the known 
m i n e r a l i z a t i o n both along s t r i k e and to depth. 

R e s p e c t f u l l y submitted, 

N.C. C a r t e r 

N.C. CARTER, Ph.D., P.Eng. 
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