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ITEM 1.	INCORPORATION



NORDAC RESOURCES LTD. was incorporated on December 16, 1994 in the Province of British Columbia, Canada by registration of its Articles and Memorandum pursuant to the Company Act (British Columbia).  The Company obtained a Receipt on November 22, 1996 for a prospectus filed with the British Columbia Securities Commission.  Following the completion of the Offering thereunder, the Company's shares were posted and called for trading on the Vancouver Stock Exchange on December 9, 1996.  The Company has no subsidiaries.



The authorized capital of the Company consists of 20,000,000 common shares without par value.  All common shares of the Company rank equally as to dividends, voting rights and as to any distribution of assets on winding-up or liquidation.  There are no indentures or agreements limiting the payment of dividends and there are no conversion rights, special liquidation rights, pre-emptive rights or subscription rights attached to the common shares of the Company.  None of the Company’s currently outstanding common shares are subject to any call or assessment.



The Company's head office is located at Suite 1016 - 510 West Hastings Street, Vancouver, British Columbia V6B 1L8.  The Company's registered and records offices are located at Suite 1710 - 1177 West Hastings Street, Vancouver, British Columbia V6E 2L3.



ITEM 2.	GENERAL DEVELOPMENT OF THE BUSINESS



The principal business of the Company is the acquisition and exploration of mineral resource properties.  The Company commenced operations in 1994, the year of its incorporation.  The Company is currently involved in the exploration of various mineral properties, all of which are located in the Yukon Territory.  None of the Company’s properties contains a known ore body.



In fiscal 1994 the Company incurred mineral property acquisition and exploration expenditures of $59,467.  The Company did not write down its interests in any mineral properties in fiscal 1994.



In fiscal 1995 the Company incurred mineral property acquisition and exploration expenditures of $240,676, primarily on its Border Project, Rancheria Project, Simpson and Convert properties ($111,276).  The Company did not write down its interests in any mineral properties in fiscal 1995.



In fiscal 1996 the Company incurred mineral property acquisition and exploration expenditures of $1,149,282, primarily on its Border Project, Rancheria Project, Simpson and Convert properties ($672,791).  The Company did not write down its interests in any mineral properties in fiscal 1996.



In fiscal 1997 the Company incurred mineral property acquisition and exploration expenditures of $1,257,651, all on its Border Project, Rancheria Project, Simpson and Convert properties.  The Company did not write down its interests in any mineral properties in fiscal 1997.



The following changes to the management of the Company have occurred since the Company's incorporation on December 16, 1994:



(a)	on March 26, 1996, Lukas H. Lundin was added to the Board of Directors.  Mr. Lundin subsequently resigned as a Director on January 19, 1998;



(b)	on April 2, 1996, Johan M. Katz was added to the Board of Directors;



(c)	on April 4, 1996, Harlan D. Meade was added to the Board of Directors;



(d)	on July 3, 1997, Douglas O. Goss was appointed Vice-President, Business Development and Finance.



To fund its exploration activities and to provide working capital the Company relied primarily on the issuance of shares from treasury.  Since its incorporation on December 16, 1994, the Company raised the following amounts by way of the sale of shares from treasury:





Fiscal Year�

Securities Issued�

Amount Raised

��1994�Nil common shares

�$Nil��1995�1,430,000 common shares�$  177,500

��1996�5,250,000 common shares�$3,429,433

��1997�Nil common shares�$Nil

��

The following are particulars of the Company’s share capital as of February 24, 1998:



Issued Capital:		6,917,868 common shares



Incentive Stock Options Outstanding:





Number of Shares under Option�

Exercise Price�

Expiry Date

�� 35,000�$0.36�January 23, 2002��200,000�$0.37�July 3, 2002��462,000�$0.36�December 11, 2002��

ITEM 3.	NARRATIVE DESCRIPTION OF THE BUSINESS



The Company is considered to have only one reportable industry segment and one geographic segment, namely, Canada.  The Company holds the following mineral property interests:



A.	Border, Rancheria, Simpson and Convert Projects, Dawson, Watson Lake and Whitehorse Mining District, Yukon Territory



The properties comprising these projects were all acquired by staking during 1996 and 1997 to protect volcanogenic massive sulphide (VMS) targets.  All of the properties are owned 100% by the Company.  Total exploration expenditures on the Border, Rancheria, Convert and Simpson projects during 1996 and 1997 were $1,929,108.  The projects are described in the following paragraphs.



Border Project



This project consists of three properties totalling 62 mineral claims that are located in the Dawson Mining District, west-central Yukon.  The properties are underlain by Devono-Mississippian metasedimentary and metavolcanic rocks belonging to the Nasina Group.  This formation hosts a number of VMS occurrences and is thought to be the stratigraphic equivalent of units which contain the Kudz Ze Kayah and Wolverine Deposits, some 620 km to the southeast.  The two areas have been offset by post-mineralization strike slip movement on the Tintina Fault Zone.  The Top claims  host lead±zinc± copper soil geochemical anomalies associated with a magnetite horizon similar to one that overlies the Wolverine Deposit.  The River claims cover a strong airborne electromagnetic anomaly associated with massive pyrite beds containing abundant barite and minor sphalerite.  The Fresno claims host soil geochemical anomalies on the edge of a small intrusion.  In 1996 soil geochemical surveys were conducted on all three properties and in 1997 the Top property was  explored with bulldozer and excavator trenching plus additional soil geochemistry.  The target on the Fresno property is no longer of interest and those claims will expire in April 1998.



Rancheria Project



This project is composed of 370 mineral claims forming seven properties, all of which are in the Watson Lake Mining District, southern Yukon.  The properties were staked to cover soil geochemical anomalies and mineral occurrences believed to lie within metavolcanic and metasedimentary stratigraphy related to the units hosting the Kudz Ze Kayah and Wolverine Deposits, 120 km to the north.  However, geological mapping, prospecting and soil sampling done in 1996 showed that the majority of the targets are actually associated with a different package of rocks and that the mineral occurrences are mostly vein-, skarn- or manto-type.  The two most promising targets, and the only ones that were explored in 1997, are the Quarterback (QB) and End Zone properties.



The Quarterback property received geological mapping, soil sampling, excavator trenching and 994 m of diamond drilling in eight holes.  The work was designed to locate the source of a large soil geochemical anomaly and high grade massive sulphide boulders scattered throughout glacial till.  The excavator trenching was ineffective because till cover in the main area of interest was deeper than the excavator could penetrate.  Initial drilling produced disappointing results but the last five holes were all mineralized.  The best intersection was in the last (most westerly) hole which returned 3.20% zinc, 1.52% lead and 25.2 g/t silver over 11.93 m, including 13.50% zinc, 8.43% lead and 107.5 g/t silver across 1.75 m.  The diamond drill was left on this drill site for the winter.  Silver-to-lead ratios in mineralized float are highest from the western (undrilled) portion of the area of interest.  Considering the recent increase in silver prices, future work on this vein/manto replacement target should continue to explore to the west.



The End Zone property was tested by 100 m of diamond drilling in two holes which passed directly beneath the main surface showings.  No mineralization was intersected and bedding attitudes were not what was expected.  Although the stratiform lead-zinc and gold targets on this property are still interesting, no further drilling is contemplated until the structural setting is better understood.



Convert Project



This project consists of 320 mineral claims in a single property lying within the Whitehorse Mining District, southern Yukon.  The property was explored in 1996 by airborne and ground magnetic and electromagnetic surveys, soil sampling, prospecting and geological mapping.  Work in 1997 included additional soil sampling, prospecting and geological mapping plus 993 m of diamond drilling in six holes.  The Convert property hosts VMS, skarn and vein targets.  The 1997 drilling tested only part of the VMS target.  The holes intersected strongly altered metavolcanic and metasedimentary stratigraphy containing disseminated and laminar sulphide minerals.  The best assays were 9.41% zinc and 25.6 g/t silver over 60 cm.  Identification of a laterally extensive barite horizon up-section from the sulphide mineralization and associated soil geochemical and geophysical anomalies further supports the VMS model.  Skarn and vein targets have not been drill tested.



Simpson Project



This project is composed of a single property containing 235 mineral claims located in the Watson Lake Mining District, southeastern Yukon.  The property received airborne and ground magnetic and electromagnetic surveys, soil sampling, prospecting and geological mapping in 1996 and was tested by six diamond drill holes totalling 980 m in 1997.  Results from the Simpson property were similar to those from the Convert property.  Drilling intersected favourable volcanic stratigraphy containing stratiform barite and magnetite horizons.  One of the holes intersected a massive sulphide band which assayed 7.82% zinc, 0.06% lead, 0.19% copper and 31.0 g/t silver over 30 cm.  Although this interval is too narrow to be of direct economic interest, the geological model suggests that the drilling may have tested the distal facies of an extensive, buried VMS system.  If this interpretation is correct the centre of the system should lie further to the south or west.



B.	Olympic Dam, Cuz and Wernecke Projects, Mayo and Watson Lake Mining District, Yukon Territory



The properties comprising these projects are all owned 100% by the Company.  Total exploration expenditures on the Olympic Dam, Cuz and Wernecke projects during 1996 and 1997 were $46,733.  The projects are briefly described in the following paragraphs.



Olympic Dam Project



This project is comprised of five separate properties totalling 66 mineral claims, all of which are located in the Mayo Mining District, central Yukon.



The properties were extensively explored by previous owners between 1975 and 1982 and are all underlain by Middle Proterozoic metasedimentary rocks containing breccia bodies similar in many ways to the breccia body which hosts the Olympic Dam Deposit in South Australia.  In recent years Newmont Mining Corporation of Canada Ltd. and Westmin Resources Limited (recently acquired by Boliden Limited) have conducted major exploration programs in the vicinity of the Company's properties searching for this type of deposit.



�Disseminated copper-uranium-cobalt mineralization has been intersected in drill holes on the Igor, Bond and Steel properties with the best result to date (4.74% copper with 0.09% U3O8 and 0.03% cobalt over 19.7 m) coming from a hole on the Igor property that was drilled in 1980.  The Pterd property protects high grade uranium vein and float showings, specimens of which yielded up to 7.67% U3O8 while the Pike property covers visible gold-bearing quartz vein float which assayed up to 11,909.2 g/t gold.  None of the properties have been explored since 1987 and most have not received work since the early 1980's.



Cuz Project



This project consists of seven mineral claims comprising a single property located in the Watson Lake Mining District, southeastern Yukon.  The claims were geologically mapped and soil sampled by a previous owner in the early 1980's.   They cover a 450 m in diameter area of strongly anomalous, gold-arsenic soil geochemical response.  The anomalous soils are underlain by Cambrian or older clastic and carbonate sedimentary rocks that are highly fractured and contain abundant quartz veinlets surrounded by sericite and clay altered envelopes.  Arsenopyrite is found in the veinlets and as disseminations in the wallrocks.  Specimens of mineralized float have assayed up to 5.47 g/t gold.  The entire property is surrounded by a much larger claim block owned by Westmin Resources Limited which has recently explored for Carlin-type gold mineralization.  Minor prospecting and trenching were done on the Cuz property in 1995 but no work has been done since.



Wernecke Project



This project is composed of 212 mineral claims forming three properties, all of which are located in the Mayo Mining District, central Yukon.  The claims cover Middle Proterozoic shales and carbonates which host lead-zinc-silver mineralization similar in age and geological setting to the Sullivan Deposit in southeastern British Columbia and large Australian deposits, including McArthur River and Century.  Sizeable areas of strongly anomalous soil geochemical response have been outlined on each property.  The Joli and KL have not been drilled.  Four 1981 holes at Cord produced sub-economic grade intersections but confirmed the presence of metal-rich horizons.  Subsequent  prospecting and mapping have identified encouraging targets that were not tested by the 1981 holes.  In 1995 the Company conducted geological mapping and hand trenching on the Joli property while Cominco Limited performed prospecting, mapping and geophysical surveys on the Cord property  claims under terms of an option agreement which has since terminated.  A small amount of prospecting and soil sampling were done on the KL property in 1996 but none of the properties received work in 1997.



C.	Arn, Boot, Burwash and Narnia Properties, Whitehorse and Watson Lake Mining District, Yukon Territory



These properties are all owned 100% by the Company and were not explored during 1996 and 1997.  The individual properties are described below.



Arn Property



This property consists of 18 mineral claims located within the Whitehorse Mining District in southwestern Yukon.  The claims cover gold- and copper-bearing skarn zones developed in a geological setting similar to that at the former Nebesna Mine, some 100 km to the northwest in Alaska.  Chip samples from hand trenches and outcrops returned up to 79.2 g/t gold with 0.18% copper over 3 m and 1.83% copper with 2.3 g/t gold over 6 m.  The property has never been drilled and has not received work since 1993.

  

Boot Property



This property consists of three mineral claims located within the Watson Lake Mining District in central Yukon.  Tungsten and gold are found in skarn zones along the margins of a Mid-Cretaceous felsic intrusion.  The target was tested in 1980 by 1,414 m of diamond drilling in ten widely spaced holes.  The best intersection was 1.95% tungsten with 0.55 g/t gold over an intersected thickness of 5.2 m.  No work has been done on this property since 1980.



Burwash Property



This property consists of nine mineral claims located within the Whitehorse Mining District in southwestern Yukon. Prospecting and reconnaissance soil geochemistry have discovered disseminated nickel-copper-cobalt-platinum group elements associated with a Triassic ultramafic sill.  Although the geological setting is similar to that at the former Wellgreen Mine 8 km to the west, the target has never been systematically explored.  No work has been done on this property since 1988.



Narnia Property



The Narnia property consists of two mineral claims located within the Whitehorse Mining District in southwestern Yukon.  The property protects two areas of strongly anomalous, gold soil geochemical response that are associated with quartz-carbonate veins and clay altered zones developed peripheral to a Cretaceous intrusion.  The property has not received mechanized trenching or diamond drilling and was last explored in 1982.



D.	Net Smelter Royalty Interest, Wolverine Property, Watson Lake Mining District, Yukon Territory



The Company owns a 1% net smelter royalty in any production from one mineral claim comprising the Wolverine property, which will be reduced to 0.5% after the first $500,000 in royalty payments are received by the Company.  The claim is owned 60% by Westmin Resources Limited (recently taken over by Boliden Limited) and 40% by Atna Resources Ltd., with Westmin as the operator.



The mineral claim is located within the Watson Lake Mining District in south-central Yukon.  It  covers a soil geochemical anomaly associated with a vegetation kill zone and copper-stained bedrock which were discovered in 1973.  One of two small diameter, diamond drill holes which tested the anomaly in 1974 intersected weak mineralization at a shallow depth.



Between August and November 1995, Westmin drilled 15 holes on the claim and all intersected significant VMS mineralization.  These holes and others completed in 1996 and 1997 have tested the entire claim and have traced the zone about 400 m along strike and up to 250 m downdip. 



In January, 1998 Westmin announced a preliminary mineral inventory for the entire Wolverine Deposits of 6,237,000 tonnes grading 12.66% zinc, 1.33% copper, 1.55% lead, 370.9 g/t silver and 1.76 g/t gold.  This total includes mineralization on adjoining claims but between one-half and a third of the resource is believed to lie on the  mineral claim for which the Company holds the net smelter royalty.  Westmin also announced that the mineralization has an extremely high selenium content which is a potentially serious encumbrance to marketing concentrates from the property.



E.	Net Profit Interest, Casino Property, Whitehorse Mining District, Yukon Territory



The Company owns a 5% net profit interest in the Casino property which consists of 795 mineral claims within the Whitehorse Mining District in central Yukon.  The property has had a long history of development, the most recent being 67,067 m of drilling by Pacific Sentinel Gold Corp. during 1993 and 1994.  This work outlined an overall open pit resource of 559 million tonnes averaging 0.26% copper, 0.025% molybdenum and 0.27 g/t gold including a higher grade zone consisting of 178 million tonnes grading 0.303% copper, 0.028% molybdenum and 0.376 g/t gold with a 1.22 to 1.0 stripping ratio.  Metallurgical testing indicates recoveries of 79.4% copper, 62% molybdenum and 72.1% gold.  No work was done on the property in 1996 or 1997.



F.	Van Property, South Mining District, Northwest Territories



This property is owned 100% by the Company and consists of two mineral claims (96 units) acquired by staking in late 1997 and early 1998.  The claims are located in the South Mining District in the southwestern corner of the Northwest Territories.  The property covers vanadium mineralization hosted by Devonian shale.  Geological mapping, soil geochemistry, lithogeochemical chip sampling and approximately 1300 m of diamond drilling in eleven holes were conducted at various times between 1967 and 1983 by a previous owner.  Two diamond drill holes located 10 km apart returned 0.55 and 0.49% V2O5 over thicknesses of 103.6 and 30.1 m, respectively.  Surface lithogeochemical sampling supports the drill results.  The vanadium-rich beds occur in a localized syncline and are well suited for open pit mining.  Preliminary metallurgical tests show that 84% of the vanadium can be extracted by conventional processes and suggest that gravity separation could be used to produce a vanadium enhanced pre-concentrate which could result in significant reductions in processing costs.



G.	DDL Property, Whitehorse Mining District, Yukon Territory



This property consists of sixteen claims owned 100% by the Company.  The claims were staked in fall 1997 and are located within the Whitehorse Mining District in southern Yukon.



This target was discovered at the turn of the century but was not staked until 1966.  Exploration the following year included airborne and ground magnetic surveys, geological mapping, bulldozer trenching and 826.9 m of diamond drilling in nine holes.  The area was restaked at various times during the 1970's when it was tested by additional soil sampling, mapping and geophysical surveys.



Gold and silver occur with copper and zinc in broad fracture zones within a feldspar porphyry stock and in semi-massive sulphide lenses within skarn zones developed in argillite and limestone adjacent to the stock.  A specimen of well mineralized feldspar porphyry reportedly assayed 0.87% copper with 25.4 g/t silver and 4.11 g/t gold while two skarn specimens assayed 4.02 and 0.10% copper, trace and 14.4% zinc, 25.4 and 43.2 g/t silver and 4.11 and 2.06 g/t gold, respectively.  Surprisingly precious metal potential was not systematically evaluated by previous owners.  Prospecting conducted by the Company during staking relocated an old hand pit exposing pyrite- and sphalerite-rich skarn, three specimens from which returned 1.81 to 9.04 g/t gold with high silver, lead, arsenic and zinc.



H.	Blue Heaven Property, Watson Lake Mining District, Yukon Territory



This property is composed of 84 claims located within the Watson Lake Mining District in southern Yukon.  The claims were acquired in early 1998 and are owned 100% by Nordac.  Four claims covering the main exploration targets were acquired at no cost while the remaining claims were staked within a 5 km area of interest.  All of the claims are subject to a 2% net smelter royalty on any ores or concentrates which are milled before smelting or a 10% net smelter royalty on ores which are not milled before smelting.  The net smelter royalty is payable to W4 Joint Venture which has held and explored the property since 1991.



The Blue Heaven property covers a series of silver-lead-zinc veins that were discovered in the mid-1980's.  Most of the area of interest is heavily vegetated.  The veins are marked at surface by linear depressions that are usually filled with glacial till.  The best mineralization is in the "H" Vein which is exposed in a single bulldozer trench.  This vein ranges from 50 to 70 cm in width and contains varying amounts of disseminated to massive sphalerite, arsenopyrite, galena and tetrahedrite in a gangue of quartz and siderite.  Although the vein has not been systematically sampled, three chip samples taken 2.5 m apart from bands of relatively massive mineralization returned 4406, 11870 and 10046 g/t silver across 15, 47 and 20 cm, respectively.  High grade specimens and chip samples (2023 to 12445 g/t silver) have also been collected from two other poorly exposed veins.  No systematic soil sampling or prospecting has been done on this property and none of the veins has been drill tested.



Risk Factors



All of the properties in which the Company has an interest are in the exploration stage only and the business of the Company is subject to the following risks:



Exploration and Mining Risks



The business of exploration for minerals and mining involves a high degree of risk.  Few properties that are explored are ultimately developed into producing mines.  At present, none of the Company's properties has a known body of ore of commercial grade.  Unusual or unexpected formations, formation pressures, fires, power outages, labour disruptions, flooding, cave-ins, landslides and the inability of the Company to obtain suitable machinery, equipment or labour are all risks involved in the operation of mines and the conduct of exploration programs.  Substantial expenditures are required in order to establish ore reserves through drilling, to develop metallurgical processes to extract the metal from the ore and to develop the mining and processing facilities and infrastructure at any site chosen for mining.  Although substantial benefits may be derived from the discovery of a major mineral deposit, no assurance can be given that minerals will be discovered in sufficient quantities to justify commercial mining operations or that funds required for development can be obtained on a timely basis.  The economics of developing mining properties is affected by many factors including the cost of operations, variations in the grade of ore mined, fluctuations in the prices of ore which can be obtained on the metal markets, costs of processing equipment and such other factors as aboriginal land claims and government regulations, including regulations relating to royalties, allowable production, importing and exporting of minerals and environmental protection.  There is no certainty that the expenditures to be made by the Company in the exploration and development of the interests described herein will result in discoveries of commercial quantities of ore.



Market Risks



The marketability of natural resources which may be acquired or discovered by the Company will be affected by numerous factors which are beyond the control of the Company.  These factors include market fluctuations in the price of minerals, the proximity and capacity of natural resource markets and processing equipment, government regulations, including regulations relating to prices, taxes, royalties, land tenure, land use, importing and exporting of minerals and environmental protection.  The exact effect of these factors cannot be accurately predicted, but any one or a combination of these factors could result in the Company not receiving an adequate return for shareholders.



Uninsurable Risks



Mining operations generally involve a high degree of risk.  Hazards such as unusual or unexpected formations, rock bursts, cave-ins, fires, flooding or other conditions may occur from time to time.  The Company may become subject to liability for pollution, cave-ins or hazards against which it cannot insure or against which it may elect not to insure.  The payment of such liabilities may have a material, adverse effect on the Company's financial position.



No Assurance of Title or Boundaries, or of Access 



While the Company has registered its claims with the appropriate mining authorities and has filed all pertinent information to industry standards, this should not be construed as a guarantee of title.  The Company's properties may also be subject to prior unregistered agreements or transfers or native land claims, and the Company's title may be affected by these and other undetected defects.



Conflicts of Interest



Certain directors and officers of the Company are also directors, officers or shareholders of other companies that are similarly engaged in the business of acquiring, developing and exploiting natural resource properties.  Such associations may give rise to conflicts of interest from time to time.  The directors of the Company are required by law to act honestly and in good faith with a view to the best interests of the Company and to disclose any interests which they may have in any project or opportunity of the Company.  If a conflict of interest arises at a meeting of the board of directors, any director in a conflict position will disclose his interest and abstain from voting on such matter.  In determining whether or not the Company will participate in a project or opportunity, the directors will primarily consider the degree of risk to which the Company may be exposed and its financial position at the time.



Government Regulation



The Company's operations are subject to government legislation, policies and controls relating to prospecting, land use, trade, environmental protection, taxation, rates of exchange, return of capital and labour relations.



Although the Company's exploration activities are currently carried out in accordance with all applicable rules and regulations, no assurance  can  be given that new rules and regulations will not be enacted or that existing rules and regulations will not be applied in a  manner  that could limit or curtail production or development of the Company's operations.  Amendments to current laws and regulations governing the operations and activities of the Company or more stringent enforcement of such laws and regulations could have a substantial adverse impact on the financial results of the Company.



Environmental Regulation



The Company's operations may be subject to environmental regulations enacted by government agencies from time to time.  Environmental legislation provides for restrictions and prohibitions on spills, releases or emissions of various substances produced in association with certain mining industry operations, such as seepage from tailings disposal areas which would result in environmental pollution.  A breach of such legislation may result in the imposition on the Company of fines and penalties.  In addition, certain types of operations require the submission and approval of environmental impact assessments.  Environmental legislation is evolving in a manner which has led to stricter standards and enforcement and greater fines and penalties for non-compliance.  The cost of compliance with government regulations may reduce the profitability of the Company's operations.  



Competition



The exploration and mining industry is intensely competitive in all its phases.  The Company competes with many companies possessing greater financial resources and technical facilities than itself for the acquisition and exploration of mineral concessions, claims, leases and other mineral interests as well as for the recruitment and retention of qualified management and employees.



Management



The success of the Company depends to a large extent on its ability to retain the services of its senior management and members of its board of directors.  The loss of their services may have a material adverse effect on the Company.



The Company has no compensatory plans or arrangements in effect with any of its senior officers or members of its board of directors with respect to the resignation, retirement or other termination of their services, or with respect to a change in their responsibilities following a change in the control of the Company, save and except as follows: by agreement dated July 1, 1997 with Douglas O. Goss Professional Corporation (the "Professional Corporation") (a company of which Douglas O. Goss, the Company's Vice-President (Business Development and Finance) is principal), pursuant to which the Professional Corporation provides legal, management and general corporate administrative services to the Company, the Professional Corporation shall have the right to terminate said agreement in the event of a change in the control of the Company, in which event the Company shall be obliged to pay $50,000 to the Professional Corporation to compensate it for loss of profits.



�Financing Risks



The Company has no source of operating cash flow, limited financial resources, and has no assurance that additional funding will be available to it for further exploration and development of its properties or to enable it to fulfil its obligations under any applicable agreements.  Failure to obtain such additional financing could result in delay or indefinite postponement of further exploration and development of the Company's properties and the possible loss of title to such properties.



Permits and Licences



The Company's operations may require licences and permits from various governmental authorities.  There can be no assurance that the Company will be able to obtain all necessary licences and permits that may be required to carry out exploration, development and mining operations on the Company's properties.



ITEM 4.	SELECTED CONSOLIDATED FINANCIAL INFORMATION



The following table sets forth selected financial information for and as of the end of the periods indicated.  This financial information is derived from the financial statements of the Company which have been audited by Bruce F. Jamieson Inc.



Annual Financial Data for the Four Fiscal Years ended December 31, 1997



�

December 31, 1997�

December 31, 1996�

December 31, 1995�

December 31, 1994��

Revenues�

Nil�

Nil�

Nil�

Nil��Profit (Loss) (before

extraordinary items)�($ 31,166)�($ 30,922)�$200,876�Nil��

Profit (Loss) per Share�

($0.004)�

($0.006)�

$0.15�

Nil��

Total Assets�

$3,639,671

�

$3,716,512�

$507,623�

$59,467��

Dividends per Share�

Nil�

$0.2179(1)�

Nil�

Nil��

Net Earnings (Loss) per Share�

($0.004)�

($0.006)�

$0.15�

Nil��

Net Earnings (Loss) per Share (fully diluted)�

($0.004)�

($0.006)�

$0.15�

Nil���Total Long-term debt�Nil�Nil�Nil�Nil��

(1)	See "Dividend Policy" under this Item 4 for particulars of the payment of these dividends.



The following table sets out selected quarterly information of the Company and is derived from the financial statements of the Company.



Summary Financial Information for the Eight Quarters ended December 31, 1997









Period�





Revenues�



Profit or (Loss)�

Profit or (Loss) per Share�

Net Earnings (Loss)�Net Earnings (Loss) per Share��4th Quarter 1997�Nil�($19,281)�($0.003)�($19,281)�($0.003)��3rd Quarter 1997�Nil�($ 8,000)�($0.001)�($ 8,000)�($0.001)��2nd Quarter 1997�Nil�($ 2,046)�($0.001)�($ 2,046)�($0.001)��1st Quarter 1997�Nil�($ 1,839)�($0.001)�($ 1,839)�($0.001)��4th Quarter 1996�Nil�($30,922)�($0.006)�($30,922)�($0.006)��3rd Quarter 1996�N/A�N/A�N/A�N/A�N/A��2nd Quarter 1996�N/A�N/A�N/A�N/A�N/A��1st Quarter 1996�N/A�N/A�N/A�N/A�N/A��

Dividend Policy



Since its incorporation on December 16, 1994, the Company has paid $200,000 in dividends to the shareholders of record of 917,688 shares as of January 22, 1996 (exclusive of the shareholders of record of 750,000 performance shares).  The payment of these dividends consisted of the distribution to the shareholders of 50,000 common shares in the capital stock of Atna Resources Ltd. acquired by the Company as partial consideration for the sale of its 100% interest in the Kink 3 mineral claim, Watson Lake Mining District, Yukon Territory.



In the future, the Company intends to retain its earnings, if any, for use in its business, and accordingly does not expect to pay dividends on its common shares in the foreseeable future.  There are no restrictions in the Company’s articles which could prevent the Company from paying dividends.



ITEM 5.	MANAGEMENT’S DISCUSSION AND ANALYSIS



The following discussion should be read in conjunction with the financial statements of the Company and the related notes thereto for the 1996 and 1997 financial years.



Overview



The Company is engaged in the natural resource exploration business.  Its goal is to take advantage of opportunities to acquire, explore and develop mineral properties that will maximize shareholder wealth.  The Company currently holds interests in mineral properties in the Yukon Territory.



The Company owns no producing properties and, consequently, has no current operating income or cash flow.  Revenues are derived mainly from interest income.  Operations are primarily funded by equity subscriptions.



Liquidity and Capital Resources



The Company's main source of funds is the sale of equity capital.  The Company did not raise any funds from the sale of equity capital during the year ended December 31, 1997, compared with $3,429,433 from the sale of equity capital during the year ended December 31, 1996.



As of February 24, 1998, the Company had incentive stock options outstanding in respect of 697,000 shares(1).  There are no assurances that these options will be exercised in whole or in part by the holders thereof.



(1)	An incentive stock option in respect of 5,000 of these shares was exercised on April 9, 1998.



As at December 31, 1997, the Company had paid-up share capital of $3,666,400, and a deficit of $61,212.



Results of Operations



As an exploration company, the Company has no regular income and therefore relies upon the sale of equity capital to finance its operations.



The Company had a net loss of $31,166 for the year ended December 31, 1997, compared with a net loss of $30,922 for the year ended December 31, 1996.  The difference was mainly attributable to a reduction in professional fees to $16,047 during the year ended December 31, 1997 compared with $51,470 during the year ended December 31, 1996, a decrease to nil for gain on disposal of marketable securities and recovery of corporate income tax during the year ended December 31, 1997 compared with $7,500 and $10,299, respectively, during the year ended December 31, 1996.  The Company incurred exploration expenditures of $1,256,317 during the year ended December 31, 1997 (all on its Border Project, Rancheria Project, Simpson and Convert properties) compared with $739,084 during the year ended December 31, 1996 ($672,791 on its Border Project, Rancheria Project, Simpson and Convert properties and $66,293 on its other mineral properties).



ITEM 6.	MARKET FOR SECURITIES



The common shares of the Company are publicly traded and are listed on the Vancouver Stock Exhange under the symbol NRQ.



ITEM 7.	DIRECTORS AND OFFICERS



The names of the directors and officers of the Company as of December 31, 1997, their municipalities of residence, the positions in the Company held by them and their principal occupations are as follows(1):

�

Name, Municipality of 

Residence and Office Held�Principal Occupation for the Preceding Five Years

�Period Served as a Director��JAMES MOFFAT STEPHEN

Kelowna, British Columbia

PRESIDENT, CHIEF EXECUTIVE OFFICER AND DIRECTOR�President of Norvista Developments Ltd.; also a director and officer of various publicly-traded mineral exploration companies

�Since December 1994��ALAN RICHARD ARCHER

West Vancouver, British Columbia

CHIEF FINANCIAL OFFICER AND DIRECTOR�President and a Director of Archer, Cathro & Associates (1981) Limited, Consulting Geological Engineers

�Since December 1994��WILLIAM DOUGLAS EATON

North Vancouver, British Columbia

DIRECTOR�Treasurer and a Director of Archer, Cathro & Associates (1981) Limited, Consulting Geological Engineers

�Since December 1994��ROBERT CLIFTON CARNE

Burnaby, British Columbia

DIRECTOR�Director of Archer, Cathro & Associates (1981) Limited, Consulting Geological Engineers

�Since December 1994��HARLAN DONNLEY MEADE

Richmond, British Columbia

DIRECTOR�Vice-President (Exploration and Environment) for Westmin Resources Limited from 1992 to 1997; currently an independent geologist

�Since April 1996��JOHAN MICHAEL KATZ

Surrey, United Kingdom

DIRECTOR�Senior Vice-President for Oppenheimer International Ltd. from December 1991 to August 1996; currently Vice-President and a Director of TD Investments Limited

�Since April 1996��LUKAS HENRIK LUNDIN

Vancouver, British Columbia

DIRECTOR�Director and officer of numerous publicly traded resource companies

�From March 1996 to January 1998��GLENN ROBERT YEADON

Vancouver, British Columbia

SECRETARY�Barrister and Solicitor; Partner with Tupper Jonsson & Yeadon, Barristers and Solicitors

�N/A���

DOUGLAS OWEN GOSS

Edmonton, Alberta

VICE-PRESIDENT (BUSINESS DEVELOPMENT AND FINANCE)

�Barrister and Solicitor; Counsel, Bryan & Company, Barristers and Solicitors�N/A��

(1)	This list contains the names of the directors and officers of the Company as of December 31, 1997.  Lukas Henrik Lundin resigned as a director on January 19, 1998.



Each director holds office until the next annual meeting of shareholders of the Company or until his successor is appointed, unless his office is vacated in accordance with the articles of the Company.



The directors and officers of the Company in the aggregate beneficially owned, directly or indirectly, or exercised control or direction over, 3,525,368 common shares, representing 50.96% of the issued and outstanding common shares of Company as at December 31, 1997, and 3,450,368 common shares, representing 49.88% of the issued and outstanding common shares of the Company as at February 24, 1998.



The Company is required to have an audit committee, the members of which are Alan R. Archer, W. Douglas Eaton and Harlan D. Meade.  The Company does not have an executive committee.



ITEM 8.	ADDITIONAL INFORMATION



The Company will provide to any person, upon written request made to the Secretary of the Company:



(a)	when the securities of the Company are in the course of a distribution pursuant to a short form prospectus or a preliminary short form prospectus that has been filed in respect of a distribution of its securities:



(i)	one copy of the Annual Information Form (AIF) of the Company, together with one copy of any document, or the pertinent pages of any document, incorporated by reference in the AIF;



(ii)	one copy of the comparative financial statements of the Company for its most recently completed financial year together with the accompanying report of the auditor and one copy of any interim financial statements of the Company subsequent to the financial statements for its most recently completed financial year;



(iii)	one copy of the information circular of the Company in respect of its most recent annual meeting of shareholders that involved the election of directors or one copy of any annual filing prepared in lieu of that information circular, as appropriate; and



(iv)	one copy of any other document that is incorporated by reference into the preliminary short form prospectus or the short form prospectus and is not required to be provided under (i) to (iii) above; or



(b)	at any other time, one copy of any document referred to in (a)(i), (ii) and (iii) above, provided the Company may require the payment of a reasonable charge if the request is made by a person who is not a security holder of the Company.



Additional information including directors’ and officers’ remuneration and indebtedness, principal holders of the Company’s securities, options to purchase securities and interests of insiders in material transactions, where applicable, is contained in the Company’s information circular for its most recent annual meeting of shareholders that involved the election of directors.  Additional financial information is provided in the Company’s comparative financial statements for its most recently completed financial year.



DATED at Vancouver, British Columbia this 24th day of April, 1998.





	“James M. Stephen”

						

JAMES M. STEPHEN,  President
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