


surface and underground explo- 
ration program on Sulphurets 
which, if the success of the 1986 
program is repeated, will see 
Sulphurets placed in production 
in 1988. 

Recently, there was an important 
addition to the Board of Direc- 
tors. We were pleased to wel- 
come to the Board, Mr. Henry J. 

3 Ewanchuk, President and Chief 
Executive Officer of Mascot 
Gold Mines Ltd. and Senior 
Vice President, Exploration of 
both International Corona Re- 
sources Ltd. and Royex Gold 
Mining Corporation. Mr. 
Ewanchuk’s position and inter- 
national experience bring valu- 
able assistance and a broad per- 
spective to Northair’s Board. 

To meet capital needs in 1986, 
we have utilized flow through 
funding. This innovative form 
of financing serves Northair 
well. Our participation in flow 
through funds consisting of both 
junior and senior concerns in- 
creases our recognition in capital 

lllcc w This 1987 Annual Report docu- 
ments a significant step forward 
in the affairs of Northair and de- 
scribes the resources which will 
combine to create the strong 
growth planned for your Com- 
pany. During the year, we were 
able to report mineable reserves 
at Willa with a significant 
increase in gold values. Coupled 
with a generally rising trend for 
metals prices, Willa continued 
to demonstrate. its potential for 
becoming l’Jorthair’S next Pro- 
ducing mine. ~ h ~ h O 1 d e r s  will 
learn from reading this report 
that exPlomtion Conducted on 
Willa, completed on time and On 

budget, was successful in deline- 
ating a significant gold deposit. 

our expeaise lies in PmiOUS 
metals exPlomtion and develop- 
ment. To broaden our asset 
base, W e  sought invohment 
with senior partners in additional 
precious metal properties. Thus 
Northair entered a joint venture 
with Noranda Exploration on the 
Stewart property near Thunder 
Bay, Ontario and a joint venture 

r 

I 
with BP Selco on the Long Lake 
property in Newfoundland. hi- 
tial exploration results on these 
properties have confmed the 

of these ventures. 

The asset base was also dramati- 
cally enhanced through 
~orth&’s holdings in associ- 
ated companies. The very posi- 
tive results of Newhawk’s explo- 
ration on the Sulphurets property 
has increased the value of 
Northair’s share position in 
Newhawk by approximately $1 
million at current prices. 

Newhawk is conducting a major 



markets. In the past year 
Northair has completed in excess 
of $1.8 million in exploration 
programs using flow through 
funds, leaving our balance sheet 
strong. 

Northair entered 1987 well situ- 
ated to proceed on course. 1988 
promises tangible rewards. We 
foresee production at Willa as 
early as June of next year with 
gold production for the last six 
months of 1988 estimated in the 
order of 18,000 ounces, increas- 
ing to annual production of 
36,000 ounces of gold and three 
million pounds of copper com- 
mencing in 1989. 

Northair's business strategy is to 
expedite developing properties 
to production as quickly as pos- 
sible. The resulting cash flow 
would allow the resumption of 
dividend payments and provide 
funds to explore and develop 
Northair's inventory of explora- 

tion projects into additional pro- 
ducers. Northair will continue to 
seek exploration, development 
and mining projects through 
joint venture participation or out- 
right acquisitions. 

We now look forward to the 
years ahead with eager anticipa- 
tion. Efforts which heretofore 
have been concentrated on sim- 
ply preserving shareholder value 
can now be confidently directed 
toward new opportunities for ex- 
panding and enhancing share- 
holder value, through ongoing 
exploration, property acquisi- 
tions and production. 

The Board wishes to recognize 
the hard work during the year of 
all employees who have conmb- 
uted to the much improved status 
of Northair and we express our 
gratitude for the support of our 
shareholders, which further 
strengthens our confidence in the 
future. 

Donald A. McLeod, 
President and 
Chief Executive Officer 

June 15,1987 
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EXPLORATION AND 

Willa 

Joint Venture 
Northair Mines Ltd. 57% 
BP Selco/Rio Algom 43% 

During the year, the majority of 
Northair's exploration funds wa 
directed toward the developmen. 
of the Willa property near New 
Denver, in southeastern British 
Columbia. Since 1979, over 7 
million dollars have been spent 
on the exploration and develop- 
ment of Willa. This exploration 
has been successful in delineat- 
ing several potentially economic 
zones, the most important to date 
being the West Zone. 

I 

A total of 47,000 feet of surface 
drilling, 4,350 feet of under- 
ground workings and 38,250 feet 
of underground diamond drilling 
has been completed. All under- 

! ground development has been 
conducted by Northair. In the 
year just ended, 1,250 feet of 
underground development and 
15,000 feet of underground 
diamond drilling was completed. 

I 

Aerial view of WiUa 
showing enlrance l o  
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Data from exploration at Willa 
was submitted to Dr. Paul 
Richardson, Ph.D., P.Eng., for 
review. In his summary report 
dated April 27,1987, Dr. 
Richardson quoted ore reserves 
in the West Zone of 606,000 
tons grading 0.22 oz goldton, 
0.28 oz silver/ton and 1.04% 
copper. These reserves are 
immediately accessible from 
present underground workings 
and will be proven at the com- 
pletion of the $2.1 million 
exploration program presently 
underway. 

As well as the above mentioned 
tonnage, immediate potential 
exists in several areas within this 
massive geological environment. 
With the possibility of additional 
ore zones, it does not appear un- 
reasonable to expect that in the 
order of 2,000,000 tons of 
similar grade will ultimately be 
delineated. Where reference is 
made to gold grades in the 
following summaries, associated 
economic grades in copper and 
silver also occur. 

West Zone 

Tonnage calculated by Dr. 
Richardson is comprised of one 
block approximately 500 feet 
long, 200 feet high and 75 feet 
wide. Excellent potential exists 
for additional tonnage associated 
with quartz porphyry bodies both 
up and down dip and along 

i 
Underground diamond 

drllllng sr Wills on the West Zone 







strike. The West Zone is cer- 
tainly associated with minerali- 
zation intersected in the main 
drift (150 feet north of the West 
Zone) which ran 0.20 oz gold/ 
ton over 19.6 feet. Further 
exploration is warranted and it is 
reasonable to expect to develop 
additional reserves in this zone. 

East Volcanic Zone 

Drilling in 1986 to the east of the 
brecciated intrusive encountered 
excellent mineralization grading 
0.37 oz gold/ton over 24.6 feet 
(including 0.74 oz gold/ton over 
6.5 feet). This zone is 600 feet 
east of the West Zone. Follow 
up drilling in 1987 gave 0.25 oz 
gold/ton over 13.1 feet (includ- 
ing 0.52 oz goldton over 3.3 
feet) and 0.178 oz gold/ton over 
13.1 feet in separate drill holes. 
The present program is designed 
to advance the decline towards 
these intersections and provide 
drilling stations in the immediate 
area. The tonnage potential here 
is excellent as the area is virtu- 
ally unexplored. 

Main Zone 

Initial exploration on the prop- 
erty in 1980 concentrated on 
surface drilling of the Main 
Zone. A large tonnage of lower 
grade gold-copper mineralization 
was encountered; however 
significant intersections of 
higher grade were also discov- 
ered (ie. 27 feet of 0.37 oz gold/ 

ton). An underground hole by 
Northair encountered 59 feet of 
0.29 oz goldton (including 26.2 
feet of 0.43 oz gold/ton) in the 
same area. Recent surface 
exploration has again confirmed 
these intersections (0.20 oz gold/ 
ton over 46 feet including 0.33 
oz goldton over 16.4 feet). 
Excellent potential exists for 
additional tonnage, and as this 
area is 300 feet in elevation and 
250 feet north of the West Zone, 
obvious areas of future explora- 
tion exist. Very limited drilling 
has been done to date. 

Other Zones 

As well as the above mentioned 
zones, excellent exploration 
potential exists for the discovery 
of additional breccia (and there- 
fore copper-gold bearing) bodies 
in the area of 10,450 N in the 
main drift (1,500 feet north of 
the West Zone at the same 
elevation), at the Little Daisy 
adit on surface (500 feet north of 
the Main Zone on surface) and in 
quartz porphyry bodies to the 
south and at depth. 

1987 Program 

In Feburary of 1987, Rescan 
Environmental Services Ltd. was 
retained to prepare a Mine 
Development Prospectus. The 
Prospectus has been submitted to 
the Mine Development Steering 
Committee of the Provincial 
Government. Wright Engineers 

Ltd. has completed an evaluation 
of Northair’s 350 ton per day 
Brandywine mill, located 70 
miles north of Vancouver, B.C. 
including the feasibility of dis- 
mantling, transporting, re- 
erecting and modifying the mill 
at Willa. The report shows that 
this may be achieved at a very 
reasonable cost. 

With additional crushing and 
grinding capacity, the 350 ton 
per day capacity of the mill can 
be increased to at least 500 tons 
per day. Initial studies suggest 
that 500 tons per day is the most 
effective start-up rate for produc- 
tion and would give Willa a 
mine life of 3.5 years at current 
reserve figures. 

Further metallurgical testing 
conducted by Lakefield Re- 
search Ltd. on the ore at Willa 
has shown that gold and copper 
recoveries in excess of 90% can 
be expected and confirmed that 
the ore is amenable to treatment 
by the Brandywine mill. 

An exploration program in 
excess of $2 million is now 
underway. This program con- 
sists of 5,OOO feet of surface 
drilling, 8,000 feet of under- 
ground diamond drilling, 2,000 
feet of drifting, decline, crosscut- 
ting and raising and a feasibility 
study. At the completion of this 
program, Northair’s interest in 
Willa will increase to approxi- 
mately 68%. 
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Long Lake 

The Long Lake property, near 
Buchans, Newfoundland, is 
under exploration by BP Selco. 
Northair can e m  a 35% interest 
in Long Lake by contributing 
$1.4 million of exploration work 
by February 1990. This property 
was purchased by BP due to its 
extremely attractive unexplored 
potential for gold. 

In late 1985, BP commenced 
initial exploration of the property 
and in late 1986 discovered a 4.3 
mile x .75 mile gold geochemi- 
cal soil anomaly. 

No drilling has been conducted 
on the occurence to date, but 
surface samples, hand cobbed to 
avoid visible gold, have returned 
values of up to 7 oz goldton. 
Numerous other showings occur 
on the ground and the potential 
exists for a large bulk tonnage 
deposit of better than average 
grade. 

A major program is now under- 
way including detailed sampling, 
trenching and surface diamond 
drilling. 

Stewart Option 

Northair can earn a 37.5% 
interest in the Stewart property 
located near Thunder Bay, 
Ontario by spending $562,500 
by February 28,1989. The 
Stewart property is under explo- 
ration by joint venture partner 
Noranda Exploration Inc. 

In 1986, a $187,500 program 
established a north dipping zone 
in pyritized fragmental volcanics 
associated with a syenite plug. 
A 1986 drill hole intersected 
62.3 feet of 0.10 oz goldton 
including 13.1 feet of 0.14 oz 
goldton and 13.1 feet of 0.13 oz 
goldton. Several previous 
surface grab samples ran as high 
as 0.72 oz goldton and a previ- 
ous drill intersection of 13.1 feet 
assayed 0.43 oz goldton. 

A $187,500 exploration program 
is now underway including 
trenching and geochemical 
surveys to be followed by a 
surface diamond drilling pro- 
gram. 

Fred G. Hewett, P.Eng. 
Exploration Manager 
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Newhawk Gold Mines Ltd. 
(N.P.L.) 
Northair ownership 159,900 shares 

Newhawk Gold Mines Ltd. is 
currently conducting a two stage 
$5 million exploration program 
on the Sulphurets joint venture, 
northwestern British Columbia. 
Drill indicated and inferred 
reserves in the Brucejack area at 
the end of the 1986 season are 
1,584,145 tons of 0.336 oz gold/ 
ton and 22.86 oz silver/ton. 

Stage I of the 1987 program 
consists of drifting in ore, cross- 
cutting and 8,400 feet of under- 
ground diamond drilling on the 
West Zone in the Brucejack 
Area. Initial drilling results have 
been excellent. Stage I1 of the 
program will see major under- 
ground development and surface 
diamond drilling on the West 
Zone, a surface program on the 
Gossan Hill Zone and possible 
underground development on the 
Shore Zone. A feasibility study 
will be underway in Stage II and 
initial projections are for produc- 
tion to commence in late 1988. 

, 

Newhawk is well funded, with 
$1.5 million in flow through 
funding committed for the 1987 
program and an additional $4 
million private placement com- 
pleted with Richardson Green- 
shields Canada (U.K.) Ltd. An 
application for listing on the 
Toronto Stock Exchange has 
been accepted by the Exchange 
pending the closure of the above 
noted financings. 

Royal Scot Resources Ltd. 
Northair ownership 675,722 shares 

Royal Scot Resources Ltd. 
(formerly Scottie Gold Mines 
Ltd.) has weathered a difficult 
period since suspension of 
operations at the Summit Lake 
Mine . A financial restructuring 
plan has been accepted by all 
creditors and shareholders. 
Scottie issued a total of 
12,496,114 shares in settlement 
of the greater portion of the 
Company's debt and subse- 
quently received shareholder 
approval for a consolidation of 
the Company's capital on a 7 old 
for 1 new basis. The Vancouver 
Stock Exchange has approved 
this consolidation and on June 2, 
1987, Royal Scot Resources Ltd. 
commenced trading on the 
Exchange. 

Negotiations are underway to 
provide funding for the Com- 
pany to allow for additional ex- 
ploration of the Summit Lake 
property. Reserves as at Febru- 
ary 1,1985 in all categories 
(fully diluted) are 132,000 tons 
of 0.56 oz gold/ton. 

Upon completion of financing, 
an exploration program would be 
undertaken to upgrade and 
increase reserves with the expec- 
tation that production might 
resume in the future. 

Calnor Resources Ltd. 
Northair ownership 525,959 shares 

In early 1986, Calnor Resources 
Ltd. conducted a 22 hole surface 
diamond drilling program on the 
High Lake property, Ontario. 
Results of Calnor's program on 
High Lake, while intially en- 
couraging, were inconsistent 
with earlier results. Negotiations 
are underway to extend the date 
of substantial property payments 
due to the vendors on June 30, 
1987 and if the negotiations are 
successful, the company plans 
further exploration. 

MFC Mining Finance Corpora- 
tion has sold it's share position in 
Calnor to Laramide Resources 
Ltd. of Vancouver and Mr. A. H. 
Reeve, President of Laramide 
has consented to join the Board 
of Directors of Calnor. 

Calnor is now controlled by 
Northair Mines Ltd. and Lar- 
amide Resources Ltd. and it is 
the intention of both companies 
to pursue aggressively the acqui- 
sition of new precious metal 
mineral properties with the 
potential to develop ore reserves 
and to finance the company for 
the exploration and development 
of these acquisitions. 

9 



SMITH, FLY", STALEY 
225 - 4299 CANADA W A Y ,  

BURNABY,  B.C. V5G 1H3 

TELEPHONE: 434-1384 

CHARTERED ACCOUN TA N 73 

R .  C. SMITH c n  

I )  I FTAIEY ( A 

A R F I  YNN ( 4 

A C K W O N C  ( ' A  

I .  M O K A D A  

AUDITORS' REPORT 

To the Shareholders of Northair Mines Ltd. 

We have examined the following consolidated financial statements of Northair Mines Ltd.: 
a) Balance sheets as at 28 February 1987 and 1986; 
b) Loss for the years ended 28 February 1987,1986 and 1985; 
c) Deficit for the years ended 28 February 1987,1986 and 1985; 
d) Changes in financial position for the years ended 28 February 1987, 1986 and 1985; 

Our examination was made in accordance with generally accepted auditing standards and 
accordingly included such tests and other procedures as we considered necessary in the circumstances. 

In our opinion these consolidated financial statements present fairly the financial position of the 
company as at 28 February 1987 and 1986 and the results of its operations and changes in its financial 
position for the years ended 28 February 1987,1986 and 1985 in accordance with generally accepted 
accounting principles in Canada, which are different from those in the United States of America as 
explained in Note 10, applied on a consistent basis. 

28 April 1987 

(Signed) 

Chartered Accountants 
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WORklNlj CAPITAL PROVIDED BV'i'C 

lperating activities 
Loss for the year 
Items not affecting workin! 

Equity in losses of affiliates 
Loans written off 
(Gain) loss on sale of securities 
(Gain) loss on disposal of fixed assets 
Depreciation 
Non-current deferred income tax€ 
Exploration on outside properties 

properties abandoned 

INCREASE (DECREASE) IN WORKING CAPITAL 

Changes in non-cash working capital 

NET INCREASE (DECREASE) IN CASH 

Casn position -Beginning of year 

CASH POSITION - End of year 





NORTHAIR 
MINES LID. 

d) Certain of the investments were acquired pursuant to agreements whereby the company incurred 
exploration costs totalling $394,280 in return for the shares. These costs have been claimed for the 
purpose of income and mining taxes with the result that their cost for tax purposes is less than boo1 



8,688,922 ,- 

y issued the following shares tr 

I. Private placements (The proceeds from whlch were use 
for exploration as described in Note 3b ?hnsrc 

doyee opti--- 

I ,2316,116 

- ~ 6,650 
1,824,768 

.- _. 18 Feoruary 1987, the company has altvucL, . . not issued 216.558 shares tor casn. .n the 
mount of S251.207, pursuant to flow through share subscriptions for whch exploration costs WE 
icurred as noted in 3b above. The shares were issued on 20 March 1987. 
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4. SHARE CAPITAL - C~riwiuou 

d) As at 28 February 1987, the company is committed to issue, under varying circumstances, the 
following shares: 

Shares 
I. Options to directors and employees which are exerciseable at varying dates 

and prices: 
Expiring on 23 April 1991 - $1.60 per share 50,001 
Expiring on 1 July 1991 - $1.60 per share 
Expiring on 1 September 1991 - 50.95 per share 
Expiring on 1 July 1993 - 50.75 per share 

II. Option payments on properties 

Ill. Flow-through share agreements. To be issued in exchange for exploration 
costs to be incurred on the company's resource properties at 51.01 per sha 743,311 

1,383.311 - .  Total share comm tment ? 

e) Subsequent to 28 February 1987 the company entered into an agreement for a private placement of 
250,000 units at 51.70 per unit. Each unit is to consist of one share of the company and one share 
purchase warrant. The share purchase warrants entitle the holder to purchase one share of the 
company, for each two warrants held at 52.00 per share until 17 September 1987. 

5. INCOME TAXES 

The company has accumulated allowable capital losses of approximately $300,000. These allowable 
capital losses can be applied against future taxable capital gains and do not have an expiry date. Th 
potential tax savings arising out of the application of these losses has not been recognized in the 
accounts. 

5. PROPERTY AGREEMENTS 

a) WII a 

P-tsLant lo an opt on agreement oateo 2 Apri 1985. tne company. B P Minerals L.m teo an0 R o 
Algom Exploration Inc formed a,oint venture on 1 May 1986 10 Lrther exp ore an0 oevelop the 
property. Unoer [he terms of the Jo nt Venr,re Agreement the company exchanged 11s earned 
nlerest in the property for a 50" J nlerest n rne 10 nl venfJre Suosequenr to 1 May 1986 the 
company, by incvrr ng exploraiion costs on me property Wltnout rne part.c.paiion of the olher 
\-n'urers, nas ncreased Is nterest n tne s-in* ,'--* .re to approximately 56ui1. > 

"nr 

, ,  

.. . .  
> ,  , . "  

< * .  
P ' . . .  

. .  .. .. 

. .  . ', 



TYAl ITS - Continue PRC 

c) Stewa 

3y agreemt 
.nterest in certaii, ll,lEleral claims in the Thunder Bay Mining division of Ontario. In order to earn the 
intere: corn will spend, at its option, an aggregate of $562,500 on explc n and 

5 October 1986 the company acquired an option to earn a 37%% undivided 

nt as 



, I '  ..: 

c. . .i '. I. salary of S100.000 per annum over me term of the agreement 
* 

a) Unoer tne terms of an oll ce rental ease the company wilt oe r W'ng fJlJ 
office lease payments: 

Year Endeo 28 Feoruary 1988 $54 900 
1989 $54.900 
1990 $54.900 
391 750 

9. COMPARATIVE FIGURES 

Certain figures for 1986 and 1985 have been reclassified to conform with the 1987 financial statement 
ntation. 

10. DIFFERENCE BETWEEN CANADIAN AND UNITED STAT 
GENERALLY ACCEPTED ACCOUNTING PRINCIPLES 

I Under Canadian accounting principles concentrate invent 
realizable value. Under American accounting principles inventories are reported at the lower of 

, > ~ . \ .  
. - .  

. I  , . .  
I Under Canadian accomting pr.nciples long-term investments may'be reported at a cost inat s In .... : 

excess of market value where it is reasonable to assume that the deciine.in market value may be 

on investments which account would be reported in the shareholders' equity section of the balan 
sheet. 

Year Ended 

Concentrate inventories valued at the lower of 
cost of market 

Income taxes thereon 
'"'.ite down of investments on an indi 

ICII determined in accordance w 
basis to lower of cost or market 
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