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THE CONTINUING SAGA ... 
Last year, we commenced transforming Valhalla from a pure energy company to 

a company exploring for and developing gold and precious metal properties in 
North America. The transformation will be completed at the Annual General 
Meeting by the company changing its name to The Valhalla Gold Group Cor- 
poration. 

At the last Annual General Meeting, we advised our shareholders that we in- 
tended to continue to pursue gold and precious metal mining prospects by 
optioning, outright purchase orcorporate takeovers. As aresult; theValhdlaGroup 
now consists of Valhalla, which in turn controls three other companies, each of 
which is involved in gold exploration and development. This development will 
continue in the new year. 

But times are again changing. Valhalla will again participate in oil and gas 
development. Another well will be drilled in the Webb Field in Dewey County., 
Oklahoma and six more development wells are contemplated for acreage in the 
Kerrohert area of Saskatchewan. There has lately been more interest in our shut-in 
gas wells at Thorsby, Alberta. We ought to be able to achieve the same income level 
from oil and gas during 1988. 

Valhalla will continue its entrepreneurial wavs. The money management func- 
tion will be expanded. Vallialla will continue to expand its corporate base in gold 
and precious metal companies. Valhalla will also continue to explore and develop 
gold and precious metal properties for its own account. 

We look forward to an exciting and rewarding future and thank you for your 
continued support. 

Jar1 Aa.B. Whist 
Chairman, President & C.E.O. 



To The Shareholders 

Last year, we focussed on the tievclopinciit and production of  prccious iiietal 
exploration aiid iiiariageiiiciit which rcwdtcd in two inore corn panics bciilg addcd 
to the Valhalla Gold Group, namely Highland Vallcy Resources Ltd. and Thor Gold 
Corporatioii. A research office has been added to t h c  corporate. headquarters, 
along with a research assistant spccializing in the rcsearch of’ gold stocks for the 
newsletter and the Iiivestiiierit Advisory Scrviccl. 111 addition, a Vicc Prcsidciit i i i  

charge o f  Ad ministratioil, a corporate secretan. and an assistant secretary have becm 
hircd to ensure the proper iiiaiiageiiieiit of the Valhalla Group. Mr.  Larry N a p ,  our 
Vice President in charge of Mineral Exploration and Dcvclopiiiciit, continues t o  
search for properties capable of low cost mining aii!Tvhcrc on this coiitiiicrlt. 

The follokviiig iiiforrnation on our oil and gas reserve position has been conipilcd 
froin reserve reports obtained in January, 1987. 

Oil and Gas 

Valhalla has working interests in several oil arid gas properties located in Alberta, 
Saskatchewan and Oklahoma. The majorit!. ofthe coiiipany’s production is derived 
from three properties, tWo of \Yhich are located in Saskatchewan arid the third in 
Oklahoina. The Saskatchewan properties include working interests of 12% in the 
North Plato area arid approxiniately 6.5% in the Kerrobert area. Currently, there 
are eight wells in production at North Plato and another ten wells at Kerrobert. In 
Oklahoma the company holds working interests ranging from 2% to 10% in eight 
~ d l s  in the Webb field. 

In 198 7 ,  production aiiiourited to approximately 10,000 barrels of oil and 
46,000 rncfof gas, or 28 barrels of oil per day and 126 incf of gas per day. Roughly 
80% ofthc company’s oil production was derived from the North Plato area, while 
60% of the gas production was attributed to the Webb field. As of January 1 ,  198 7 
Valhalla’s proven reserve position stood at 70,584 barrels of oil and 1,579,544 ~iicf’ 

The fol 1 o\yi rig table illustrates the distribution of the above- iiieii t io ncd resc n ~ s  
aliiong our various property interests. 

Reserves at January 1, 1987 

Provcn Producing P ro vc n N o 11 - Pro d u c i 11 g 

OIL STB GAS MCF OIL  STB GAS MCF 

Web b Field , 0 klaho ma 2,802 1 7  1,772 13,959 663,277 
North Plato, Saskatchewan 36,145 
Kcrrobcrt, Saskatchewan 17,042 
Stcttlcr, Alberta 636 
Thor$by, Alberta 355,170 
Carbon/C hcrhil1,Albcrta 18 1,000 
Quirk Creek, Alberta 36,625 
Carstairs, Alberta 17 1,700 

56,625 343,472 13,959 1,236,072 





Highland Valley Resources Ltd. 

In July, your company was successful in acquiring a 39% equity interest in High- 
land Valley Resources Ltd. The underlying reason for this acquisition was the 
company’s property interest of some 600 acres in the Fairview camp. This property, 
which is referred to as the Stemwinder property, is strategically located within the 
Fairview Gold Belt some 600 to 1,000 feet lower than the Fairview mine, which latter 
property is being developed by Oliver Gold. Underground development and 
drilling by previous operators and Highland Valley has indicated a potential of 1 .O 
to 2.0 million tonnes grading approximately 0.10 oz Au/T and 1.5 oz Ag/T. 
Highland Valley has recently begun further development work on this property in a 
joint venture with Thor Gold Corporation. 

Highland Valley also owns the rights to three additional properties; the Susie, the 
Little Buck and the Gold. The Susie is comprised of seven Crown grants totalling 
approximately 1,000 acres. This property is a past producer located north of the 
Stemwinder property in the granites. The Little Buck platinum property is located 
in the historic Franklin camp and consists of 20 claim units. Finally, the Gold 
property, which was formerly referred to as the Ed-Kettle property, is comprised of 
1,606 acres and is located some 15 kilometres north of Grand Forks, B.C. 

Thor Gold Corporation 

Valhalla owns 36% of the issued capital of Thor Gold Corporation, which 
company has a total of 2,800,000 shares issued. This company trades on the Calgary 
Stock Exchange under “THG”. Thor has recently concluded a transaction with 
Highland Valley under which Thor will pay $250,000 cash and spend $1  .O million 
on the Stemwinder property over the next three years to earn an undivided 50% 
interest in the lease from Asarco covering the Stemwinder property. This agree- 
ment is still subject to approval by regulatory authorities, which is expected in due 
course. Immediately upon receipt of approval, underground development and 
drilling will commence. 

Scottie Creek Chrome/Platinum Property 

Valhalla itself also carries out direct exploration and development. Valhalla has a 
joint venture with Granges Exploration Ltd. covering a chrome/platinum property 
located near Cache Creek, British Columbia. Granges is the Operator and further 
exploration is scheduled for the property, which produced chrome during the last 
world war. 

The above comprises the mining exploration and development activities of the 
Valhalla Group. All of the companies are debt-free and well -financed. The Group 
continues to screen gold and precious metal properties of merit throughout North 
America and intends to expand by taking options, entering intojoint ventures and 
outright purchase or corporate take-overs, hostile or otherwise, of producing or 
near-producing properties. 



Jar1 Aa.B. Whist 
Chairman of the Board, President, 
Chief Executive Officer and Directoi 

Mr. Whist is an investment advisor and also publishes and edits The Jar1 Aa.B. 
Whist Gold Letter. Mr. Whist has several decades of involvement with precious 
metals, metal exploration, development, production and as surveyor, prospector, 
mine operator, founder and major shareholder of several public companies. Mr. 
Whist practiced corporate securities law for many years as senior partner of a law 
firm in Kamloops, the centre for the copper mining industry in B.C. Mr. Whist 
retiredfrom thefull-timepracticeoflawin 1983 andnowdevoteshisfulltimeto the 
Valhalla Gold Group. 

Lawrence J. N a g ,  B.A. (Geo.Sc.), F.G.A.C. 
Vice President, Mineral Exploration & Development and Director 

Mr. Nagy, who specializes in precious metal exploration, has abackground ofover 
fifteen years as a senior exploration geologist for Cominco worldwide. For the last 
five years,MrNagyhasoperatedasanindependantconsultant. Heisalsoadirector 
of other public companies associated with Valhalla. 

Jar1 A. Whist, Jr. 
Vice President, Administration and Director 

Tar1 Whist. Ir has Dractical oil drillinz exnerience and an Advanced ProsDector's 
_I _I " 1  

Diploma and works for the Company on a full-time basis Jar1 Whist J r  is 
responsible for all matters administrative in nature affecting the company He  is 
also Vice President and Director of Oliver Gold Corporation, Highland Vallev 
Resources, and Thor Gold Corporation 

U. Andrew Whist 
Director 

Mr. Whist is presently Senior Vice President oi  Philip Morris International and 
resides in New York. Andrew Whist provides much appreciated senior financial 
advice to the company. 

Egil H. Lomtzsen 
Director 

Mr. Lorntzsen is the founder and developer of the Lornex Mining Corporation, 
which operates one of the largrst open pit copper mines in the world in the 
Highland Valley of British Columbia. Mr. Lorntzseii is also a director of other 
public companies, but is an active participant in planning the development of the 
Fairview Gold Belt. 



The Jarl Aa.B. Whist Gold Letter 

Valhalla is the world distributor ofThe Jarl Aa. B. Whist Gold Letter and provides 
the administration and money riianageriierit services by way of contract with Whist 
Holdings Ltd. Compensation to Valhalla comprises 75% of the gross revenues, 
which is a significant source of revenue for the company. 

The Gold Letter is intended for subscription by sophisticated investors and 
presently subscribers are throughout Europe, the United States and Canada, with a 
few in the Far East. The Gold Letter specializes in research of the gold riiarket and 
through this research, gives its reconinicndatioris on North American emerging 
producing and non-producing gold stocks. The subscription price of the news- 
letter is $700 Canadian per annum. This continues to be a significant profit centre. 

The  Jarl Aa.B. Whist Investment Advisory Service 

Valhalla provides the administration of The Jarl Aa. B. Whist Investment Ad- 
visory Service by way of third-party funds management. The revenues generated 
from this sector more than doubled for the year ended July 3 1 ,  1987 compared to 
1986. The Investment Advisory Service provides Valhalla with a significant source 
of revenue and we will continue to expand this significant profit centre. 

E 
! 



VALHALLA ENERGY CORPORATION 

CONSOLIDATED BALANCE SHEETS 
.July 31, 1987 and 1986 

ASSETS 

CURRENT ASSETS: 
Cash and  term deposits 
M ar ke tab 1 e secu ri ti e s 
Accounts receivable 
Notes receivable (Note 6) 
Prcpaid expenses 

1987 1986 

$ 302,089 $ - 

200,440 - 

103,715 289,367 
4 1,000 

8,738 3,358 
- 

$ 614,982 $ 333,725 

PROPERTY, PLANT AND EQUIPMENT (Notes 2 a n d  4) 1,602,07 7 1,719,873 

INVESTMENTS IN AFFILIATED COMPANIES (Note  3) 745,308 32,000 

DEFERRED CHARGES, net of accumulated 
amortization of $14,760 ( 1  986 - Nil) 5 1,656 23,500 

$ 3,014,023 $ 2,109,098 

LIABILITIES A N D  SHAREHOLDERS’ EQUITY 
CURRENT LIABILITIES: 

Bank loan (Note 4) 
Accounts p avab le 
Commitments (Note  6) 

$ 29,844 $ 307,781 
175,264 160,127 

- 4 1,000 

$ 205,108 $ 508,908 

SHAREHOLDERS’ EQUITY: 
Share capital (Note  6) 
Accuniulated deficit 

$ 2,961,219 $ 2,044,610 
( 1  52,304) (444,420) 

$ 2,808,915 $ 1,600,190 

Approved by thc Directors: 

$ 3,014,023 $ 2,109,098 

Direct o r 

Thc  xc-ornpanying notes a rc  an  intergral part of thcsc consolidatcd statenleiits. 



VALHALLA ENERGY CORPORATION 

CONSOLIDATED STATEMENTS OF OPERATIONS AND ACCUMULATED DEFICIT 
For the years ended July 31, 1987 and 1986 

REVE N UE : 
Oil arid gas (Note 5) 
Management fees (Note 7 )  
Adrninistration fees (Note 7 )  

1987 1986 

$ 331,066 $ 334,864 

58 68,87 1,358 1 
296,507 

- 

$ 981,295 $ 631,371 

EXPENSES: 
Adininistrative (Schedule 1 ) 
Depletion and depreciation (Note 5)  
Production 
Interest, net 

$ 499,720 $ 246,512 
126,884 130,260 

7 4,26 1 144,746 
24,029 4,318 

$ 724,894 $ 525,836 

I 11 co 111 e fro 111 o pera t io n s $ 256,401 $ 105,535 

GAIN ON SALE OF INVESTMENTS 

Income before provision for 
income taxes and extraordinan. item 

35,7 15 - 

$ 292,116 $ 105,535 

PROVISION FOR INCOME TAXES (Note 8 )  137,400 32,000 

Inconic before extraordinan. itcm $ 154,716 $ 73,535 

EXTRA0 RD I NARY ITEM : 
Tax recove? of losses carried fonvard (Note 8 )  137,400 32,000 

Net in co 111 e $ 292,116 $ 105,535 

ACCUMULATED DEFICIT, beginning of !rear (444,420) (549,955) 

ACCUMULATED DEFICIT, end of !.ear $ (152,304) $ (444,420) 

Earnings per share - 
Income before extraordinan. itenis $0.04 $0.02 

Net in come $0.07 $0.03 

The accompan!ing notes and Schcdulc 1 arc ari integral part of thew consolidated statements. 
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1 VALHALLA ENERGY CORPORATION 

~~ 

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 
For the years ended July 31, 1987 and 1986 

CASH FROM (TO) OPERATING ACTIVITIES: 
Income before extraordinary item 
Items riot requiring the use of cash - 

Depletion and depreciation 
Amortization of deferred charges 
Gain on sale of investment 
Loan guarantee fees (Note 6) 
Other 

Changes in operating accounts - 
Accounts receivable 
Prepaid expenses 
Notes receivable 
Accounts payable 
Commitments 
Deferred charges 

Extraordinary item - 
Tax recovery of losses carried forward 

1987 1986 

$ 154,716 $ 73,535 

126,884 130,260 
15,719 - 

(35,7 1 5) - 

30,000 
(34,366) - 

- 

$ 257,238 $ 203,795 

185,652 (1  14,716) 

4 1,000 15 1,000 
15,137 28,96 1 

(41,000) (209,000) 
(43,s 7 5) (23,500) 

(5,380) (2,006) 

1 3 7,400 32,000 

$ 546,172 $ 66,534 

CASH FROM (TO) FINANCING ACTIVITIES: 
Issuance of share capital 
Payment of note payable 

$ 886,609 $ 119,400 
- ( 1  6,336) 

CASH FROM (TO) INVESTING ACTIVITIES: 
Purchase of property, plant and equipment 
Petroleum incentive program grants received 
Investment in Highland Vallev Resources Ltd. 
Investment in Thor Gold Corporation 
Investment in Oliver Gold Corporation 
Investment in marketable securities 
Proceeds on sale of investment 

$ 886,609 $ 103,064 

- $ (276,691) $ 
25,278 - 

(703,764) - 

( 10,000) - 

(500) (32,000) 
(200,440) - 

36,67 1 - 

$ (852,755) $ (308,691) 

Increase (decrease) in cash and cash equivalents $ 580,026 $ (139,093) 

CASH AND CASH EQUIVALENTS, beginning of year (307,78 1 )  ( 1  68,688) 

CASH AND CASH EQUIVALENTS, end of year $ 272,245 $ (307,781) 

The accompanying notes are an integral part of these consolidated statemerits. 



VALHALLA ENERGY CORPORATION 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
July 31,1987 and 1986 

1. SIGNIFICANT ACCOUNTING POLICIES I$ Deferred Charges 

la1 Principles of Consolidation 
These consolidated financial stateinelits include the 

accounts of Valhalla Energy Corporation and its \\.holly 
oiviied subsidiary, Valhalla Minerals U.S. Incorporated. 

M’hen the Company owns less than 50% of the issued 
shares of a company and exercises significant influence, 
the equity method of accounting is used. 

At Jul! 31, 1986, the Company held a controlling 
interest in Oliver Gold Corporation. Subsequent to July 
3 1 ,  1986, Oliver Cold Corporation 8“Ol i \e r” ’  issued 
1,000,000 shares in a public offering aiid the Company‘s 
ownership of Oliver !?as reduced to below fifty percent. 
As such, the Company‘s investment has been accounted 
for on  the equity basis. 

1,b Investments 

c Foreign Exchange Translation 
The integrated foreign operations approach i s  followed 

in consolidating the United States subsidiary. Non- 
monetary assets and liabilities are translated at historic 
exchange rates and monetary items are translated at cur- 
rent exchange rates. Revenues and expenses are trans- 
lated at the exchange rates in effect at the time of the 
transactions except for depletion and depreciation Lvhich 
are recorded at historic rates. 

Id Oil and Gas Properties 
Oil and gas properties are accounted for using the full 

cost method, \\.hereby all costs of acquiring, exploring 
and developing oil and gas properties are capitalized. 
The provision for depreciation aiid depletion i s  coin- 
puted usingtheunit-of-productioninethod on acountry- 
b!-country basis using estimated proven oi l  and gas re- 
senes converted to gas equivalents on  the basis of one 
barrel of oil equals 6.3 thousand cubic feet of gas. Prop- 
erties in the exploration stage are excluded from the 
coinputation of depreciation and depletion. No gain or  
loss i s  recognized upon the sale of oil and gas properties 
exceDt in significant transactions. No  administration 
costs are capitalized 

Amounts earned under the Petroleum Incentive Pro- 
gram are accrued at the time the expenditures are in- 
curred and are recorded as a reduction of oil and gas 
properties. Properties are recorded net of tax benefits 
renounced to iniestors through the issuance of flow- 
through shares. 

Substantially all oil and gas exploration and produc- 
tion activities are conducted jointly ui th  others and 
accordingly. the accounts reflect only the Company‘s 
proportionate share of assets. liabilities. revenues and 
expenses. 

For purposes of determining the ceiling limitation of 
capitalized costs. the net book value of the o i l  and gas 
properties net of deferred income taxes was compared to 
the sum of: 

i the undiscounted future net revenues from the pro- 
duction of proved resemes, net of producrion related 
interest, general and administrative costs and income 
taxes; and 

i i ,  undeveloped properties at cost less impairment. 
Future net revenue is calculated usingoil and gas prices 

as of the year end date. 
For the year ended July 3 1 .  1986, the ceiling linlitation 

test described aboLe was retroactivel! applied 10 the net 
book value of the oil and gas properties at July 31, 1986 
and there was no impact on the JuI! 31, 1986 financial 
statements. 

Deferred charges relate to start-up costs associated 
with publishing the “Jarl. Aa. B. Whist Gold Letter”, 
Lvhich is an investment advice publication. These charges 
!\ill be amortized o n  a straight-line basis o i e r  three 
years, commencing at the end of the start-up phase. 

!g, Marketable Securities 
hlarketable securities are recorded at cost. The quoted 

market value as at July 31, 1987 is approximately 
$306,000. 

2. PROPERTY, PLANT AND EQUIPMENT 
1987 1986 

hicumulatrd h i i u m u ~ d r r d  
Drplrtmn 8; Depletion 8; 

C a r t  D r p r r c i a r ~ ) n  Coir Deprrcintwn 

0 1 1  and ear 
Canada ~ 

Prodn i r lon  S 439118 9 211.221 S 612.021 S 128.220 
Yndr,  r lnprd 5 1 . 6 6 2  4 2 3 . 7 8 0  

L’nltrd Sratr, ~ 

Prodill I l O l l  9 i q . 5 1  1 2i3 .910  9i6.431 248.210 

xt?r b o o h  ialur S1 6 0 2 , O i i  S l . 7  1 9 . 8 i 3  

3.  INVESTMENTS IN AFFILIATED COMPANIES 

1987 1986 

Highland \Bile\ R e ~ o u r i r i  Lrd 9 703,764 S ~ 

Oliier Gold Corporarion 31,544 32.000 
Thor  Gold Corporanon 10,000 

S 745.308 S 32.000 

la, O n  July 27. 1987. the Company concluded a transaction 
\vhereby it acquired 42.6% or 1,253,831 shares ,750,000 
escroived and 503,834 free trading, of Highland Valley 
Resources Ltd. i”Highland”1 in exchange for cash of 
8200.900 and 206.325 shares of the Company 1\100,000 
escroived and 106.325 free trading;. In addition $18,000 
of legal fees relating to the acquisition was capitalized as 
part ofthe cost of the property. The purchase price for the 
Highland shares has been determined using the average 
hlay, 1987 tradingprice ofMlhallashares. Subsequent to 
July 3 1 ,  1987, the Coinpan! purchased an additional 
175,000 shares of a private placement by Highland for 
S98,OOO $0.56 per share;. The shares are accompanied 
by \varrants to purchase an additional 175,000 shares at 
S0.75 per share. This private placement has diluted the 
Company’s oxvnership of Highland to approximately 
39%. The recoxerability of the coin pan!'^ investment in 
Highland x t d l  be dependent on Highland discovering 
economicall! recoverable mineral reserves on its pro!>- 
erties and obtaining the necessary linancing to coriiplrtr 
dexelopment of those propertie,. 

The Conipan! holds 825,000 shares ol Olixer Gold 
Corporation representing a 29% interrst therein I 1986 - 
800,000 shares, 84% interest,. 

On lMarch 2. 1987, the Coinpan! acquired 1,000,000 
,hare, 0 1  Thor Gold Corporation for ca5h representing 
a 36% interest thrrrin. 

b; 

c ,  

I e Depreciation 
Depreciation i s  charged on a straight-line basis against 

pipeline costs 14 \ears1 and furniture and equipment 5 
\ ear5 I  



VALHALLA ENERGY CORPORATION 

NOTES T O  CONSOLIDATED FINANCIAL STATEMENTS (Cont.) 
July 31, 1987 and 1986 

4. BANKLOAN 
Securit! for the demand bank loan, incurring interest at the 

rate of prinie plus 1 % ,  is as follows: 
la," a55ignment of certain oil and gas properties; 

,b) a Sl,500,000 floating charge debenture over all assets: 
sc) a registered assignment of accounts receivable; and 

f d ;  the personal guarantee of one of the directors for S120,000. 

The Compan! is in the process of negotiating a new line of 
credit for $350,000 bearing interest ar the prime rate plus 
1%%. 

5. SEGMENTED INFORMATION 

The recorded amounts ofthefloI\-through shares hale  been 
reduced b\ the tax benefits renounced and the amounts  
earned under the Petroleum Incentlke Program, \$lth an off- 
setting reducuon to the cost of the related resource propenies 

At JulL 31, 1986 commltments \\ere outstandmg for the 
issuance of 51,250 flowthrough shares These shares \\ere 
isiued during the 1987 fiscal \ear and generated gross pro- 
ceeds of S41 000 

The following stock options granted to directors and em- 
plovees were outstanding arJuly 31, 1987: . .  

E\cKlX E v p i n  
The Company's business operations are grouped into three Shar t i  Price Date 
industn segments: . "  
la' 

rbj Investment Advison Senices 

Oil and gas operations in Canada and the United States. 

Services are provided to \Vhist Holdings Ltd., relating to 
the investment of monies on  behalf of investors and the 
preparation, publication and distribution of a gold in- 
vestment letter, "The Jar1 Aa. B. Whist Letter." 

tc8 Administration Services 
Provided primarily to investee companies. 
Financial data relating to the Company's operations by 
industr! segment is as folloi\.s: 

I n ~ r i t m e n r  Adm,n,-  
Oi l  6: Gas . A d i i r o n  \ r ra t ion 

Opcrat,on, S t n l i r r  Srrwici Total 

Rc\cnur, S 331.066 S 581.358 S 68 8 i l  S 981.295 

Orxraonepnifit S 63.262 S 1 9 3 . 1 3 9  S ~ S 256.401 

Depiriiation & 

7 .  deplrnon S 1 0 8 . 7 0 0  S 18.184 S ~ S 126.881 

Financial data relating to the Company's operations by 
geographic area is as follows: 

Ca!lddd I'.s .A Toral 

I n i o n i c  Irom nPrllt l"l l i  S SL1.810 S 31.591 S 256.401 

6. SHARE CAPITAL 
Authorized share capital consists of 20,000,000 common 

shares of no par value. Issued and fully paid share capital is as 
follo\vs: 

1987 1986 

3 . 8 i 1 . 2 7 2  $ 2.044.610 9.3G5.022 S 1 . 9 9 5 ' ~ I O  

L25.000 318.315 

206.325 4 ~ 1 . ~ ~ 4  
214,000 70,200 7.500 2,400 

100.353 10.000 
51.250 41.000 L O 8 . 7 5 0  909.000 

10 600 
1 7  000 

4 5  000 
47 000 

75.000 1 8 3  J u l ~  21. 1990 

211.000 1 8 5  J u l \ 2 1 .  1990 

The Company issued 100,353 shares to certain directors in 
rerurn for their guarantee of a bank loan of the Cornpan!. The 
shares ha\e  been recorded at approximately S0.30 per share 
being the trading price of the shares on  rhe date the bank loan 
agreement was made. 

InMay, 1987, theCompanyissued 100,000sharesforSl00,000 
through a private placement. In connection therewith, non- 
transferable \varrants have been issued to acquire up to 
100.000sharesofrheCompan! by Februan 16. 1988 ataprice 
of $ 1 , 2 5  per share. 

InJuly, 1987, the Company issued 125,000 shares forS250,000 
rhrough a privare placement. Finder and legal fees totalling 
S31,855 were deducted from the proceeds of this issue. In 
conjunction Tvith rhe shares, the Company issued non-trans- 
ferable warrants to acquire up to 62,500 shares of the Company 
by July 17, 1988 at a price of S2.50 per share. 

TRANSACTIONS WITH RELATED PARTIES 
lam The Company earned 3537,340 1 1 9 8 6  - S133,4661 from 

\Vhist Holdings Ltd. for management services provided 
relating to the investment of monies on behalf of in- 
vestors and the preparation, publication and distribution 
of an investment letter. Included i n  accounrs pa!able is 
approximately S8,500 pa!able to \$.hist Holdings Ltd. for 
ne\\detter subscriptions and investment fees received by 
rhe Company on behalf of \\'hist Holdings Ltd. 

' bl The Compan! charged O h e r  Gold Corporation S68,Xi 1 
1,1986 - Nil1 for administrative senices provided. Included 
inaccountsrecei \ableisS17,368~ 1 9 8 6 -  Nil from OliTer 
Gold Corporation related ro rhese administrative charges. 

8. INCOME TAXES 
At Jul! 31. 1987 the Company has accumulated losses for 

income t a s  purposes of SP65,400 U.S.  8,1986 - S310,OOO U.S.) 
relating to United States operations and $207,000 Cdn. ;1986 - 
S310,000 C d n ,  relating to Canadian operations. The future 
tax benefit ofthese losses has not been recognized for financial 
statement purposes. The U.S. losses Lvill expire in  various years 
benveen 1996 and 1998. Utilization of a portion of the avail- 
able losses against operations is reflected as an extraordinan 
item in the years ending July 31, 1987 and 1986. The Cana- 
dian losses will expire in various years between 1990 and 
1992. 

CLOSIAG B- \WNCE 4.668.200 S 2,961,219 3,873,272 S 2,044.610 



SCHEDULE 1 

VALHALLA ENERGY CORPORATION 
~~~ ~ 

CONSOLIDATED STATEMENTS OF ADMINISTRATIVE EXPENSES 
For the years ended July 31, 1987 and 1986 

1987 1986 

PERSONNEL C 0 STS: 
Salaries arid benefits $ 161,478 $ 102,851 
Consulting fees 8,960 22,952 

$ 170,438 $ 127,053 

Directors fees - 1,250 

EXPENSES: 
Legal arid audit 
Travel 
A1 1 ow an ce fo r d ou b t fu 1 acco u ii t s 
Loan guarantee fee (Note 6) 
Printing and stationer?. 
Advertising arid promo t io 11 
Office 
Reri t 
Telephone 
Dues arid subscriptions 
Office equipment 
Deliveni 
Miscellaneous 
C o 111 ni i t iiieii t fee 
Seni in ars 
Loss on sale of equipnient 
VSE and transfer agent fees 

54,292 
37,551 
35,127 
30,000 
25,469 
21,756 
20,626 
18,45 1 
15,936 
11,619 
1 1,365 
10,749 
10,442 

8,000 
7,742 
6,425 
3.732 

27,731 
19,063 
- 

- 

4,544 
4,934 
8,443 

16,178 
14,610 

8,426 
4,217 
5,504 

- 

- 

- 

5,809 

$ 499.720 $ 246,512 

The accornpan)ing notes are an integral part of these consolidated stateriients. 

AUDITORS’ REPORT 
To the Shareholders. 

Valhalla Energ.  Corporation: 

We have examined the consolidated balance sheets ofVALHALLA ENERGY CORPORTION (a British 
Columbia cornpan),) as at Jul!T 3 1,  198 7 and 1986 and the related consolidated statements of operations 
and accumulated deficit and changes in financial position for the years then ended. Our examinations 
were made in accordance tvith generally accepted auditing standards, arid accordingly included such tests 
and other procedures as we considered necessa? in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of’ the 
company as at July 31, 1987 and 1986 and the results of its operations arid the changes in its financial 
position for the )rears then ended in accordance with generally accepted accouritirig principles applied o n  a 
consistent basis . 

In our auditor,’ report dated Septeriiber 13, 1986, we were uriable to cxprc\\ an opinion on the 1986 
consolidated financial ,tatenlent,. The cornpan!‘ did not have rcwrve report? prepared or  reviewed b y  
independent petroleum engineers on its oil and gas propertie? for 1986 and accordingly we could not 
verif!r the carrying amounts of the c ompan!,’\ oil and gas property interests, the amount, rccorded for 
depletion expense, write-down of oil and ga, properties, accuriiulatcd deficit, provi\ion for i r i c  0111(~ taxc\ 
and tax recover?‘ of logscs carried forward. The company obtained rcocrvc reports dated January I ,  1987 
and we have been able to verify the  amount, recorded in the above rioted account\. Ac(ordirigly, o u r  
present opinion on the 1986 consolidatcd financial ~tatcrricnts, ao prcocntcd herein, is unqualified. 

Vancouver, B.C. 
September 4, 1987 



Management - Financial Overview 
Management 

During the year the company realized revenue of $33 1,000 from farming out and 
managing oil and gas interests for joint venture partners. In addition, last year the 
company earned revenue of $537,340 from Whist Holdings Ltd. for management 
services provided relating to the Investment Advisory Service and from subscrip- 
tions to The Jar1 Aa.B. Whist Gold Letter. We anticipate that these profit centres will 
continue to grow and expand. In addition to the above, the company derives 
revenue from the management of Oliver Gold Corporation, and for the coming 
year Highland Valley Resources and Thor Gold Corporation will be added to this area. 

Financial Overview 

FortheyearendedJuly31,1987 thecompanyhadanetincomepershareof$0.07 
compared to $0.03 for the previous year end. The revenues generated from our oil 
and gas remained relatively the same as compared to 1986. With the new wells 
planned for the next year, we anticipate increasing our revenue from oil and gas 
operations to approximately $500,000. The money management income doubled 
compared to the previous year and we hope to repeat this in 1988. 

Last year, general administrative expenses increased. We anticipate these costs 
decreasing in 1988 due to distributing the costs among the Valhalla Group. Our 
bank loan has been virtually eliminated and we are in the process of negotiating a 
new line of credit for $350,000. This line of credit will only be used for investment 
opportunities with a pay-back period of less than three years. Over the next year, 
Valhalla will continue to raise money through private placements, the proceeds of 
which will be used for further mining exploration ventures. 

Outlook 

The management and Board of Directors ofvalhalla, as last year, will continue to 
concentrate on exploration for, and the development and operation of gold mines 
in Canada and the United States. We will also again participate in oil and gas 
development, striving to increase our cash flow through new wells being drilled 
both in Oklahoma and Saskatchewan. Our money management function will 
continue to grow which will also increase our cash flow. 

We believe that through the above, the value of the company and the equity of 
our shareholders will continue to increase in the coming year. 
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Valhalla Energy Corporation 
#814 -837 West Hastings Street, Vancouvcr, R.C. V6C 1B6 Telephone: (604) 669-6656 Telecopier (604) 669-3210 

NEWS RELEASE 

J a r l  Aa. B. Whist, Chairman o f  Valha l la  Energy Corporation, wishes t o  
announce t h a t  Richard H. Vogel, Q.C. and Robin A. Abercrornbie have 
resigned as Directors.  The Board o f  D i rec to rs  have appointed Mr .  J a r l  A. 
Whist, Jr. o f  Vancouver and Mr .  U. A. (Andrew) Whist of New York as 
D i  r e c t o r s  . 
M r .  J a r l  A. Whist, Jr. has been appointed Vice President i n  charge o f  
Administrat ion.  M r .  hawrence 3 .  Nagy w i l l  continue as D i r e c t o r  and Vice 
President i n  charge f Explorat ion and Development. The a u d i t  committee 
cons is t s  o f  J a r l  Aa P ,!B. Whist, Mr. Eg i l  Lorntzsen and Mr. U. A. Whist. 

1 ;  

Chairman i 
JABkclw 

A p r i l  23, 1987 
I 

The Vancouver Stock Exchange has ne i the r  approved nor disapproved the 
in format ion contained herein. 



NEWS R E L E A S E  

Ja r l  A. Whist,  Jr., Vice President ,  Adminis t ra t ion ,  is pleased t o  announce  t h a t  
the  Company has  made  a pr iva te  p lacement  of 250,000 shares  t o  Levesque 
Beaubien Inc.  of Edmonton  a t  a pr ice  of $2.00 pe r  sha re  wi th  a w a r r a n t  to 
purchase 125,000 sharcs  a t  a pr ice  of  $2.50 per  sha re  exercisable  OD o r  
b e f o r e  May 15, 1958. A Finder’s  Fee  of 856, i n  the  s u m  of $40,000, is  
payable to Levcsque Beaubien Inc.  Thc proceeds will  be used for working  
capi ta l .  

The  above t ransac t ions  a r e  subjec t  t o  t h e  approval  of the  regulatory 
authori t ies .  

,/ J a r l  A. Whist,  J r .  
. Vice  President ,  & Direc tor  

May 15, 1987 

The Vancouver  Stock Exchange  has  ne i the r  approved  nor  d isapproved  the  
in fo rma t ion  conta ined  herein.  



Valhalla Energy Corporation 
814 - 837 West Hastings St. 
Vancouver, B.C. 
669-6656 

Highland Valley Resources Ltd. 
515 - 837 West Hastings St. 
Vancouver, B.C. 
681-3328 

May 19, 1987 

JOINT NEWS RELEASE 

The Directors of Valhalla Energy Corporation (the "Company") 
are pleased to announce the Company has entered into an 
Agreement with John Carson, Nick Kochan, Wallace Yahnke and 
Jacques Thibault (the "Sellers") for the purchase by the 
Company of 750,000 escrowed shares and 326,834 free trading 
shares of Highland Valley Resources Ltd. ("Highland") 
representing approximately 36% of the outstanding shares of 
Highland, in consideration of agreeing to issue 150,000 free 
trading shares for the 750,000 escrowed shares and the 
payment of $0.60 per share for the 326,834 free trading 
shares. 

As a condition of the Agreement, prior to completing the 
purchase from the Sellers, the Company shall make an offer 
to the Shareholders of Highland resident in British Columbia 
to acquire a further 24% of the issued shares of Highland, 
or such lesser percentage as the Company may elect. This 
offer will be made in accordance with the take-over 
provisions of the Securities Act and will be made on the 
basis of one free trading share of the Company for every 
three free trading shares of Highland. It is anticipated 
that the offer will be made to the Shareholders of Highland 
within two weeks from the date of this news release. 

The Agreement and subsequent offer to the Shareholders of 
Highland is subject to regulatory approval and if required, 
shareholders approval of Highland. 

The Vancouver Stock Exchange has neither approved nor 
disapproved the information contained herein. 

Signed on behalf of the Board of Directors. 

Valhalla Energy Corporation Highland Valley Resources Ltd. 

/ /' 

' /  #168 



.L 

VALHALLA ENERGY CORPORATION 

And 
HIGHLAND VALLEY RESOURCES LTD. 

N E W S  R E L E A S E  

J a r l  Aa. B .  W h i s t ,  Chairman of V a l h a l l a  Energy Corpora t ion ,  
( " V a l h a l l a " ) ,  i s  p l e a s e d  t o  announce t h a t  1 6 9 , 0 0 0  s h a r e s  of 
Highland Val ley  Resources Ltd .  ("Highland Va l l ey" )  , have been 
t e n d e r e d  pu r suan t  t o  t h e  o f f e r  made by V a l h a l l a  Energy Corpora- 
t i o n  t o  t h e  s h a r e h o l d e r s  of Highland Val ley  Resources Ltd .  da t ed  
June 1 2 ,  1 9 8 7  ( t h e  "Offer"). 

Although t h e  o f f e r  w a s  c o n d i t i o n a l l y  s u b j e c t  t o  a minimum 
of 7 0 0 , 0 0 0  s h a r e s  of Highland be ing  t ende red ,  V a l h a l l a  has  decided 
t o  waive t h i s  c o n d i t i o n  and t o  proceed wi th  t h e  a c q u i s i t i o n  of 
t h e  1 6 9 , 0 0 0  s h a r e s  t ende red  under t h e  Of fe r  and t o  a l s o  proceed 
t o  a c q u i r e  7 5 0 , 0 0 0  escrow s h a r e s  and 3 2 6 , 8 3 4  f r e e  t r a d i n g  s h a r e s  
from t h e  d i r e c t o r s  of Highland Val ley  pu r suan t  t o  t h e  May 1 9 ,  
1987 agreement,  which i s  s t i l l  awa i t ing  f i n a l  r e g u l a t o r y  approval .  

The Chairman of V a l h a l l a  a l s o  announced t h a t ,  s u b j e c t  t o  t h e  
above t r a n s a c t i o n s  be ing  completed, t h a t  J a r l  A a .  B.  Whist, 
Lawrence Nagy, J a r l  Whist ,  Jr.  and Grant  S i n i t s o n  have agreed  t o  
s t a n d  a s  d i r e c t o r s  of Highland Val ley  Resources L t d .  

T h e  d i r e c t o r s  and employees of Highland Val ley  w i l l  be 
g r a n t e d  i n c e n t i v e  s h a r e  purchase  o p t i o n s  t o  purchase up t o  
3 6 4 , 5 0 0  s h a r e s  of Highland Val ley  which o p t i o n s  w i l l  be  exer -  
c i s a b l e  a t  a p r i c e  of $ 0 . 7 0  p e r  s h a r e  f o r  a p e r i o d  of f i v e  y e a r s .  

M r .  Whist i s  a l s o  p l eased  t o  announce t h a t ,  s u b j e c t  t o  t h e  
s h a r e  t r a n s f e r s  be ing  completed and r e g u l a t o r y  approval  be ing  
o b t a i n e d ,  a p r i v a t e  placement has  been ar ranged  f o r  t h e  s a l e  of 
7 0 0 , 0 0 0  s h a r e s  of Highland Val ley  a t  a p r i c e  of $0.56 p e r  sha re  
under t h e  p r i v a t e  placement,  t h e  p l a c e e s  w i l l  also be  e n t i t l e d  
t o  r e c e i v e  one n o n - t r a n s f e r r a b l e  warran t  f o r  each s h a r e  purchased 
wi th  each war ran t  e n t i t l i n g  t h e  h o l d e r  t o  purchase a f u r t h e r  
s h a r e  of t h e  company a t  $ 0 . 7 5  f o r  a p e r i o d  of one y e a r .  Midland 
Doherty L i m i t e d  w i l l  be  p a i d  a F i n d e r ' s  Fee e q u a l  t o  8% of t h e  
proceeds  of t h e  p r i v a t e  placement wi th  r e s p e c t  t o  5 0 0 , 0 0 0  s h a r e s ,  
f o r  a t o t a l  of $ 1 9 , 2 0 0 .  



- 2 -  

T h e  t r a n s a c t i o n s  referred t o  i n  t h i s  N e w s  Release are 
s u b j e c t  t o  r e g u l a t o r y  approva l  and t h e  Vancouver Stock Exchange 
has  n e i t h e r  approved n o r  d isapproved  of t h e  conten. ts  of t h i s  

W s i d e n t  , Highland Valley Resources  Ltd.. 



#814 -837 West Hastings Strcet, Vancouvcr, R.C. V6C 1 I36 Tclcphonc: (604) 669-6656 Tclecopicr (604) 660-3210 

NEWS RELEASE 

The Company wishes to announce that,  a t  a Directors’ Meeting held on J u l y  21, 
1987, the Company has granted the following employee and directors’ options: 

J a r l  Aa. B. Whist 
Egil H. Lorntzsen 
U. A. (Andrew) Whist 
Daphne Salvo 
Candace WaIdron 
Grant  Sinitsin 

191,000 shares @ $1.85 
25,000 shares @ $1.85 
50,000 shares @ $1.85 
8,000 shares @ $1.85 
8,000 shares @ $1.85 
8,000 shares @ $1.85 

commencing J u l y  21, 1987 until June  21, 1990. The granting of the options are 
subject to the approval of the Vancouvcr Stock Exchange and conditional upon the 
optionees remaining employees and directors of the Company. 

The Company also wishes to announce that  i t  has participated in yet another well 
in legal subdivision 6-30-32-22-W3M in the Kerrobert  area of Saskatchewan. The  
Company now has 12% Net Revenue Interest in ten producing wells a t  Kerrobert. I t  
is anticipated that  a fur ther  six wells will be drillcd this fall. The Company also 
has eight producing wells in the Plato area of Saskatchewan. The  Company 
continues to look for viable projects in the Province of Saskatchewan. 

The Company also wishes to announce that  the minimum requirement o f  the private 
placement through Levesque Beaubien Inc. of Edmonton, Alberta, resulting in the 
placement of 125,000 shares a t  $2.00 per share with a 12-month hold and a 6-month 
warrant  to buy a half-share a t  $2.50, was successfully completed and  the Company 
received the pr.qceeds of $250,000.00. The  balance of the private placement is 
expected to clos ‘successfully bcfore the end of July. 

O N  BEH&P/6 ‘THE BOARD 

I I 

I 1;. [(y 
(J 

Ja r l  Aa. B. Whist! 
Chairman ’ 

July 21, 1987 
\ j  

For fu r the r  information, please call Mr. J a r l  A. Whist, Jr .  a t  (604) 669-6656. 

The Vancouver Stock Exchange has neither approved nor disapproved the 
information contained herein. 




