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which cany the pay gravels to a hd washing 
plant where the placer goldis recovered. lo 
l987, the Pine Creek operation pmducd 7,002 
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hid bars cast by Decussa, Queenstake's gold refiner. 

Queenstake R ~ O B P ~  Lid. 

UEENSTAKE SHARE PRICE 
1mrin. .r.r...) 

Qoeenstake's share price historically has 
fluduated around the price of gold. 

Queenslakeuses water monitors such as this 
hydraulicset-up at NIaisy May Creek to 
inexpensively remove thawed overburden from 
P ~ Y  gwels 
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Queenstake Resources Ltd, 
I 

CHICHAGOF GOLD MINE-LONG SECTION I 

da 
f President of Hudson Bay Miuiug and 
I mg, is a mining engineer wiih long 
~,,..nce in underground mine developmeat. 
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Reverse c ida t ion  drilling on theDavenpotl 

' Argus Gold Project, California ,,,,.,", .,,,,-.,, 
, ,,,,,. '*'*." E 

uring 1987, Childs International Inc., funded a reverse 
circulatiin drilling program on the Davenport vein 
where previously drill indicated reserves were 423,000 

tons grading 0.553 ounces'of gold per ton. Drilling on 1.00 foot 

Vein ( A r p s  pmjecl) in IW7 resulted in a 2004. 
increase in drill indiwted heap leachablegold 
reserves tu 1,016600 tons grading 0.064 ounces 
of gold per ton. 





, , , , , . , ,  , , , , ,  - , , , T ,  -, , , , , , ,, , . , , , , coiiyl&&di', , 1 , I , .. . , . , , , , , , ,  , , , , , , , , , , , . , ,, , 

, , 
, A,6,000 hot unde*Jnd d i e d & @  b+@+: is " , ,  . , ,  ,.,, , , , "  , , , , ,  , , , , , , ,  , . , , , , .  

planned-itfhe ?!!ne tkkd~!? the,cx?e!!sions.of:e v%ik?% : 
dew& in Qu~nstalreI? 1 ~ 8 7 ~ k 9 8 p , r n ? ~ 3 ! i n g : d  sam~!$ng : : : :  
pmmw and bx,?,000 feetof:,~rw!afi~:dianronddrilli% kdqne,:: : 
byiPhelps Dodg~ C ~ r p w a t i ~ n , b e ~ ~ : ~ ? ~ 3  (md :l%fi: A : ~ e s  
:oftbe en:echet~n mkl bt;ariXlg, ,mwfx7sSvlfide v c b ~  : ,,,, 
Tested in We ~5th the goal of bringing themxms to 

: ~ :. :&e 'cltilr ibdiiateii categpry, A:f&bility s@y intiU , ~ e n , b e  , L uMWerittj ~aluate  tbe'de~ositiind define a,mininn , - , , , , , , . 
;d,&&16'Pihe,tp , ,: ,:: 

, . , , . , . . .  . , .  , . , ,  , , , , . , , , , , . ,  ,. ,,,,,, . ,,,. , , ., , , , , .  , -,,,%,, 

: : : :  : . : : : ~ ~ ~ ' f l . b e c o ~ d u ~ ~ ~ : l ( ~ r * ~ ~ ~ ~ ~ ~ ~ ~ , ~ ~  :::::;: ::::;: 
' ~ ~ O u n d  drill receiltiy pxchased bx We%*: The : :: : : 1 : :  : : :::: 
W h S  will :he 40ne:frm both existb~un-4 rhil! : :, : : : 1 : :  : :::: 
statio~scidtbe9A~Leuel.andframnr:~statitions~~g: : : :  :::: : : : :::::: 

, , , , ~on~cted:onthe19Amd 4 W k o f  theme; %evein: : :  : : :  :::::: 
mrem wiU.Be tested along nearly ION3 KI:tofstri&len&:and: : : : 1:::::: 

: : : : 5 i ~ e " e t : a t v m  earn.: : : : : :  : : : : :  . : , :  : : : : ,,:::::,: : :::I: : ,:. :::::::, . ., , ,, , , , , . ,, , ,, , ,, . 
, . . . , ,  , .. . , . WkIiirifyftoatibn and cpddatioa.testW6rk 

,.. , .  cd,.dli niah 'wr;itdri'eSin 
, , , , . . . 
: :  : : 1 :  : rJ&&&i h& b&iji@n@i$etea, Mth s+tisfa~ry rec 
:' : : 1 : :  ' 1  i z s i i  a:&nitjingtion g r s l ~ ~ - ~ o ~ , t i o n - ~ y a r P d a ~ ~ n c ~ r ~ i t .  ' : 
' . , "kdditiorlat restkg:is::pla~1,edtn fwheb ,define gri.ndwwcl: 
, , , selective flotatjon vwjabl~&rttleores: C ~ k ~ : l ~ # C h : q a n i  
: . : :tsti@is p W e d  bh,mr srnfaic'e:~oc&oxk:~asteid:~Kide: 
: : : :  :~htchrnav& mamenabie ta claen:aix hma leach technolow, : : 1 : :  : ::: :: : i! : : 





BUCKSKIN NATIONAL MI1 
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At M o ~ t  Hadto1 . k mounted drill rigs 
have been used for off-road d r i l l i n g 6  
minimal environmental disturbance. 

ne (runpen orel nuoreres unaer 
olet lip lhe  h+r B y s t e n  deposit at 
I Culc ,Yukon. IS a hlgh grade rheelite 



Consolidated Financial Statements 
and Auditors' Report to the Shareholders 
Year Ended December 31,1987 

Assets 
Current assets 

Cash $ 2,742,407 $ 46,084 
Accounts receivable 576,074 
Share subscriptions receivable - 
Inventories 2 366.195 148,900 

395268 150,000 

3,503,870 921,058 
Inveslments 3 1,742,133 154,571 
Resource properties and equipment 4 13,212,637 13,745,791 

$18,458,640 $14,821,420 

Liabilities 
Current liabilities 

Operating bank loan $ - $ 424,177 
Accounts payable and accrued 

Liabilities 654,032 635,981 
Current portion of long-term debt 5 450,000 300,000 

1,104,032 1,360,158 
Long-term debt 5 732,102 884,602 

1,836,134 2,244,760 

Shareholders' Equity 
Share capital 6 21,030,685 17,837,366 
Share subscriptions 6 35,442 138,035 . 
Deficit (4,041,933) (4,660,741) 

17,024,194 13,314,660 
Less cost of shares held by 

a subsidiary 6 (401,688) (738,000) 
16,622,506 12,576,660 

$18,458,640 $14,821,420 

Approved by the board of directors 



Revenues -. . 
Gold sales $ 6,922,559 $ 1,339,928 
Oil sales 57,085 77,450 
Management fees and other 1-674 283,930 

7.176318 1.701.308 

Costs and expenses 
Direct operating 4,318979 1,411,382 
Depreciation and depletion 1,357,566 1,269,920 
General and administrative 555,107 327,988 
Interest 5 96,096 157,261 

6,327,748 3,166,551 
%te down of resource properties 

and equipment 4 106,869 3,688,872 
6,434,617 6,855,423 

Operating earnings (loss) 
before income taxes 741,701 (5,154,115) 

(Provision for) recovery of income taxes 7 (117,373) 372,400 
Operating earnings (loss) 624,328 (4,781,715) 
Share of loss of Canyon Hesourccs, Inc. (5,520) (132,975) 

Net earnings (loss) $ 618,808 $(4,914,690) 

Net earnings (loss) per share 8 $ 0.09 $ (0.86) 

(Deficit) retained earnings, 
beginning of year $(4,660,741) $ 253,949 

Net earnings (loss) 618,808 (4,914,690) 
Deficit. end of vear S(4.041.9331 $14.660.741) 

Year Ended D e c d m  31 

1987 1986 

Operating &ties 
Net earnings (loss) $ 618,&l8 $(4,914,690) 
Items not invoIving cash 

Depreciation and depletion 1,357,566 1,269,920 
Deferred income taxes - (372,400) 
Share of loss of 

Canyon Resources, Inc. 5,520 132,975 
Write down of resource properties and 

equipment 106,869 3,688,872 
Working capital from (used for) 

orrerations 
Net (decrease) incrcasc in accounts 

receivable, inventories and payables (18.438) 86,005 
Cash from (used for) operating activities 2,070,325 (109,318) 

Investing admities 
Resource property costs recovered 727,358 473,298 
Premiums from flow-through shares 89,352 640,111 
Expenditures on investments, resource 

properties and equipment (3,341,073) (2,882,166) 
Cash used for investing activities (2W363)  (1,768,757) 

Financing activities 
Issue of and suhscriotions for shares 

(net of issue CO& less income tax 
reduction) 

Shares held by a subsidiary 336,312 (738,000) 
Share subscriptions receivable 150,000 220,493 
Debt issues 2,2%,708 124,177 
Debt repayments (2,723,385) (306,500) 
Cash from financing activities 3,150,361 1,839,400 
Increase (decrease) in cash 2@%,323 (38,675) 

Cash, beginning of year 46,084 84,759 

Cash. end of vear S 2.742.407 $ 46.084 



1. SUMMARY OF SIGNMCANT ACCOUNTrmG POUClES 
Basis of consolidation 
The consolidated financial statements include the accounts of the company's wholly- 
owned subsidiaries, Queenstake Resources USA., lnc. and QT Resources Ltd. 

Joht Ventures 
Some of the company's mining and oil and gas activities are conducted jointlywith 
othen. These financial statements reflect only the company's proportionate interests in 
such activities. 

Foreign aurencies 
Accounts maintained in U.S. dollars have been translated into Canadian dollars as 
follows: 
(a) Monetary assets and liabilities-at the rate of exchange prevailing at the balance; 

sheet dates. 
(b) Non-monetaryassets includiigdepreciation and depletion-at exchange rates 

prevailing at the time of acquisition of the assets. 
(c) Revenues and other expenses -at exchange rates prevailing on the dates of the 

transactions. 
Gains and losses on lranslation are included in earnings. 

inventories 
Inventories of gold are valued at thelower of the average cost of production and net 
realizable value. Inventories of supplies, materials and stockpiled pay gravels are 

: valued at approximate average cost 

Inveshnwts 
The company's 26% interest in Golden Sitka Resources Inc., and 125% interestin 
Canyon Resources, Ioc., are accountedfor using the equity method whereby the 
company's share of earnings and losses is included in earnings and the company's 
investment therein is adjusted by a like amount. Portfolio investments are carried at& 
lower of cost and market 

M i o d  properlies and eqoipmwt 
The company accounts for itsmineral properties whereby all costs (including overhead 
charges 1987-$95,000,1986-$160,000) net of prepmduction revenue and 
government assistance relative to the acquisition of, exploration for and dwelopmeof 
ofthese properties are capitalized by property For this purpose, the placer gold 
properties in selected historicaliy productive areas are, in each area, treated as one 
property. All sales and option proceeds received are first credited against the costs of 
the related properties, with any excess credited to earnings. No gains or losses are 
recognized on the partial sale or disposition of properties except in circumstances 
which result in significant dispositions of reserves. Provision is made, where 
appropriate, for permanent declines invalue. Once commercial production has 
commenced, these net costs are charged to future operations on aunit-of-production 
method based on estimated recoverable reserves, by property. The net costs related tb 
abandoned properties are charged to earnings. 
Certain of the company's mineral properties are in the exploration stage as it has not 
yet been determined whether the properties contain ore reserves that are economically 
recoverable. The recoverability of the deferred exploration and other costs relatingto 
these properties is dependent upon the existence of economically recoverable reserves, 
theability of the company to finance their development and upon futurr profitable 
production. 
Buildings and equipment are carried at cost Depreciation is provided usingthe 
straight-line method at anoual rates rangingfrom 4% to 20%. No depreciation is 
provided on mining equipment until put into use for either exploration, development 
or production purposes. 

Oil and gas properties 
The company follows the "successful efforts" method of accounting for its oil and gas! 
properties whereby all costs relative to the acquisition of, exploration for and 
development of t h e  properties are capitalized by field. Such costs include lease 
acquisition costs, geological and geophysical expenses, lease rentals on undeveloped 
properties, costs of drilling productive wells and all technical expenses directly related 
to exploration and development adivities. Provision is made, where appropriate, for 
permanent declines invalue. No gains or losses are recognized on the sale or 
disposition of properties except in circumstances which result in significant 
dispositions of reserves. Depletion of net capitalized costs is charged to future 
operations on a unit-of-production method based on the estimatedlife of recoverable 
reserves, by field. Costs associated with dry holes and abandonments are charged to 
earnings. 

will be active in project acquisition and 
evaluation as well as directing an expanded 
investor relalions program 



Revel- 
Reaem frametats aml b ~ b o n p r o d a e t m n  are net sf d e s  and treatment 
chatees - 
Revenues fmm (he sale of metakare recognized when legal title passes to the buyer. 
Wement adjustmcntstlrising fmm 6naI detenniwtion of metal weights and assays 
are retlected in sales when recewed. Sales include realized wins and losses arising 
fmm foiward sale contracts. 
P I a e e r ~ o O c o s t g  
Reduction pmpardion dofopera t ing  placer propertiesand related overhead 
ehsges (iocluding depreeiatio~) m c k g e d  to earnin@ wer the year in which tbqr 
a r e i n d .  
. .- .. -. . . 
Share premiums from iswes of flow-thruugh shares are excluded frm share capital 

I and share subscriptions. Such premiums relating to tax advanbe5 passed on to the 
investors= &ted to the related aplmtlon cwts 

3. INVESIMELYTS 
Daeaba31, DaComba3l. 

19r87 1986 ' I l l v e s t m e n t s 0 n ~ ~ -  
Galden Sitka Resowc~%Inc. $ 1@15,7a7 $ A 

~ R e s o u c e f f ,  lne. e m  69*654 
1,679841 69,654 

'Portfolio invebmts- 
Western Cmtit~entll, inf. BsJZ 

- 
59292 

B d m  Resocnreslnc. 8,125 
BLdmado M i n d  and Patroleurn Coap. Sam 17,500 

$ 1.742,U3 $ 154,571 

4 . R e S O ~ ~ ~ ~ E ~ M E i W  
IhWsbR3L Deember 31, 
mu 19116 

Acummhtefl 
depmciatm 

md 
Wsl depletion Net Met 

Mineral propaties 
-operating $ 9,6@286 $ 5,731,117 J 3$371,169 $ 3+UI3,013 
-exphti0n and 

deuelopment 4,753,756 - 4553,756 6936,124 
Mnling equipment 

-0- SSms69 1871,028 1 2,7W53 
-apiocatimand 

dwehqmeat ro$url 41,502 368739 692,529 
Buitding under capital 

1- 147,00a 14,700 132,300 15050000 
Oil andgas producCng 

P- 1378,397 IS3588 94- 655409 

Asaresult oftheabandonmentsndwdtedownof cwtain United States and Clnadian 
expI(~diid0npmperties and equipenf $l(16,869%vascharged to earnings in 19&7 (19% 
-Ww6883T 
The carrying dues &mineral ~ p e *  include $.3,117#4 of costs i n d  on 
behaKaf inv~mis sueso t  0 w ~ ~ w B i e h ~ f e n o t d e d u c ~ e b y l k e  
cumpiny for W e t a x  purposps. Anaerount o f $ ~ 1 U ) , ~ ~ ~ ~ t h e p r e m i u m  
MI ISSUe6 of%6w-throu$1 shareshas been dalueted hrnthe -st of m i n d  
properties. 



Ihecompany has a tennhk loan uf5375.000 wtth athsnk prime rate plus 
1% peyaMe in equal monw m t s  of principal plus intarst This loan i s s d  
by certdn pieces of mobile heavy equipment and mahrres on M a d  8,1989, ssith an 

l lw  mmp& has an o b l i  ander capital lease of 0100PM) for a i*arehoure in 
Whitehome. Yukon, used as repair fadltnes Tbe l cw is payable cwez eightyears. 
uaemendrsrin 1989. with intenstat 10% per annum. 

Authorired - 50,009,000commun sharer withontpsr vahre, increased £mu 
lO,ooO,~ common s h a m  on May 27,1987. 

A subsidiery company held 240,626 sh-ks of lhe&pany %a cost ofS401,688 at 
Jk?cM1ba31,1987 (431.a shpres~acostof8738,OOOat Deceslber 31,1986). 
Undcrthe wmpany's employee and dimtors' incentive s t x k  option plan, ten-year 
'optimsarcgrnnled to employocsand direetms at market value at the date ofgrant 
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Wwking Caplel 
m o i l  and G ~ S  Investments 
mHardrock Minine Praperties 
m ~ l a c e r  Mining A-sets 

10. SEGMENTED INFORMATION 
The classes of business of the company have been determined on the basis of its 
principal areas of investment Mineral Propertiaand Oil and (;as Properties. 
Identifiable asselc hy class of businessare those assets that are used in thc company's 
operations in each class. 
Informalion by class of buslnessand geogcdphic area asal December 31,1987 and 1986 
and for theyem then ended are as f~~llows 

INDUSTRY SEGMENTS hSOfidated 
Mmrung 011 &Gas Total 

1987 
Total revenues $ 7,119,233 $ 57,085 $ 7,176,318 

Segment operating earmngs 
(10%) 1,398,399 (11.015) 1,387,584 

General and admintstratwe 
expenses (555,107) 

Interest expense (%,=) 
Income taxes (117,373) 
Net earnmgs 618,808 

Identifiable assets 18,338,181 120,459 18,458,640 

Capttal expenditures 5,341,073 - 3,341,073 

Deprectahon and depletton 1,346,966 10,MM 1,357,566 

1986 
Total revenues $ 1,623,858 $ 77,450 $ 1,701.308 

Segment operating loss (3,927,248) (874,593) (4Wl.841) 

General and admntstrahve 
expenses (327,988) 

Interest expense (157261) 
Income tax recovery 372,400 
Net lw (4914,690) 

Identifiable assets 14,682,269 139,151 14,821,420 

Capital expenditures 2,882,166 - 2@.2,166 

Depreciation and depletion 1,133,056 136,864 1269m 

GEOGRAPHIC SEGMENTS 
United Consolidated. 

Canada States Total 

1987 
Total revenues $ 7,037,893 $ 138,425 $ 7,176,318 

Segment operating earnings 1,422,094 (34,710) 1,38734 

General and administrative expenses (555.107) 
Interest expense (%SO%) 
lncome taxes (117,373) 
Net earnings 618,808 

Identifiable assets 12,179,153 6,279,487 18,458,640 

1986 
Total revenues $ 1,591,863 $ 109,445 $ 1,701.308 

Segment operating loss (3,654,395) (1,147,446) (4,801S41) 

General and administrative expenses (327,988) 
Interest expense (157261) 
Income tax recovery 372,400 

11. SUBSEQUENTEVEXI 

m e  option for Bolero Resources Inc. to earn a joint venture interest in the Buckski 
National, Quartz Hdl and two other minor property interests was terminated in 
February, 1988, as aresnlt of Bolero's failure to provide necessary project funding. 
Bolero has disputed the basis forthis termination, demanding the return of 
approximately U.S. $75,000. Counsel has advised that the termination is effective and 
the demand for funds is without merit. 
In March, 1988, the Company issued 400,000 units, each consisting of one common 
share and one share ourchase wanant. for net oroceeds of $532,000. Each wmant ................... 
entiUes the holder lo purchase one common sham for $1 6 5  at any time on or before 
February 15.19Y1 If this lssueof shares had taken place on January 1,1987, the pro- 
forma carninys per shm, for 1987 would approximate theearning per share reported. 
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V. Le R Furlong 
Geophysicist 
Executiue Director, 
Sandhurst MiningN.L 

Officers and Senior Employees 
John A. McLallen 
Chairman d t h e  Board 

Patrick M. Reynolds 
Vtce Chairman 

Gordon C. Gutrath 
President and Chief Executive Officsl 

Donald D. Sharp 
VtcePresideni, Corporate 
Dewlopment 

Dons A. Meyer 
Vice President, Finance 

Beverly D. Downing 
Corporate Secretary 

David H. Hembree 
US. Exploration Manage? 
Reno, Neon& 

Wayne J. Lerner 
Yukon Placer Manager, 
Whitehorse, Yukon 

Committees of Directors 
1. Executive Committee 
2. Audit Committee 
3. Compensation Committee 
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MAILING 
LIST 
CONFIRMATION 

Name: 

Firm: 

Address: 

City: StateIProv. 

Zip/ 
Postal Code: Phone( ) - 

( ) Please add me to Queenstake's information mailing 
list. 

( ) Please keep me on Queenstake's information 
mailing list. 

( ) Please correct my addresslphone number on the 
mailing list. 

I am a: 

( ) Current Shareholder 

( ) Portfolio Manager 

( ) Investment Counselor 

( ) Brokerage Librarian 

( ) Registered Representative 

( ) Individual Investor 

( ) Security Analyst 

( ) Other: 

IMPORTANT 

If this card is not returned your name will not be 
included on Queenstake's information mailing list. 

- 
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