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2.the people
• A team of more than 40 experienced professionals • Each dedicated 

to delivering the world’s first seafloor mine in 2010* *Subject to permitting

3.the knowledge
• Alliances with major technical, scientific and investment 

partners • Offering best-in-class project delivery and  

production method

4.the capital
• US$310 million cash** in the bank • Well capitalized to  

continue exploration in 2008 and deliver Solwara 1 to production*  

*Subject to permitting **at December 31, 2007

5. a collaborative approach 
• Committed to advancing the science of mineral deposits on the 

seafloor by partnering with scientific institutions around the world  

• Actively working with local community organizations to ensure 

transparency and accountability 

1 .We have the ground
• 365,000 km2 of tenement licences and exploration  

applications • Pipeline of opportunity for the harvesting  

of high-grade mineral deposits on the seafloor



Nautilus MiNerals 2007 MilestONes

raised £50.8 million and listed on aiM (uK)

launched world’s largest  
commercial sMs exploration program

Deployed rOV drill, obtaining 
significant mineral intersections

Developed world’s first commercial  
electromagnetic survey of an  
sMs deposit

Discovered 4 new sMs fields

Moved up to  
tsX (Canada)

A COMMITTED TEAM  

AND A CLEAN SHEET OF PAPER

2007 was a year of significant progress and success for Nau-

tilus Minerals inc. (“Nautilus”). Our exploration team discov-

ered four new mineralized systems and registered a series 

of world firsts in remote Operated Vehicle (“rOV”) drilling, 

geophysics and the world’s first Ni 43-101 compliant resource 

estimate for a seafloor Massive sulphide (“sMs”) system. 

these breakthroughs and achievements are symptomatic 

of the whole Nautilus team; a team that is proud to be at 

the forefront of exploration and technological advancement. 

Our focus is not solely on the development of a new mine 

but on a new industry, on the big picture and on the changes 

this can bring to the planet. the team relishes the opportu-

nity to start with a clean sheet of paper and define world’s 

best practice. 

Letter to Sh a reh ol d e rs
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expanded exploration  
& engineering team

Completed world’s  
first Ni 43-101 resource  
estimate for solwara 1

awarded £33 million contract 
to build two deep sea  
mining machines

Major shareholders:  
epion 22.4%, teck Cominco 7.2%,  
anglo american 5.7%

launched tenders  
for the  pumping  
riser & lifting system 
(“rals”)

ended 2007 with  
us$310 million in cash

tive collaborations have helped us to identify pertinent 

issues in this new industry and prepare the environmental  

impact statement (“eis”) for solwara 1. 

ENgINEERINg TEAM

Our engineering team is part of the solution to meet the world’s 

demand for new sources of much needed copper and zinc, but 

without the social disturbance, large ecological footprint of in-

frastructure, and waste rock dumps that are generally associ-

ated with land-based operations.

the team is developing new tools and techniques that will 

have broader applications across other industries, beyond 

seafloor mining. they oversaw the tender and award of  

this is a responsibility we take very seriously and work to  

accomplish under the banner of Nautilus Cares (“Commu-

nity accountable, responsible environmentally and safe”).

ExPLORATION & ENvIRONMENTAL TEAMS

Our exploration and environmental teams are rewriting the 

textbooks of geological knowledge of sMs deposits and their 

deep ocean environs. the teams provide research scientists 

valuable ship time and access to samples which they would 

not normally have.

they also continue to have open and honest exchanges 

of environmental information and ideas with scientific 

organizations and local communities, as well as Non-

Governmental Organizations (“NGOs”). these informa-

David Heydon, President & Chief  Executive Officer of  Nautilus Minerals Inc.
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significant contracts for the two remote seafloor mining  

machines as well as the pumps and riser and lifting system 

(“rals”) that will be used to transport ore to the surface.

ENSURINg SAFETy

With the adoption by necessity of remote Operated  

Vehicles (“rOV”) and machine drills, Nautilus leads the  

industry trend to remove workers from the dangerous 

mining face, thereby providing a safer operating environ-

ment. significantly, we had no lost time injuries during our 

offshore exploration in 2007.

STRONg CAPITAL POSITION

Our finance team completed capital raisings totalling us$214 

million in 2007 while securing a dual listing on the aiM ex-

change which is managed by the london stock exchange 

(“lse”) and transition to the tsX in toronto. at the close of 

2007, the Company was in a debt-free position with us$310 

million in cash, none of which was in asset-backed paper.

MAjOR SHAREHOLDERS

Nautilus has attracted among our cornerstone shareholders 

two of the world’s leading resource companies: teck Comin-

co ltd. and anglo american plc. in addition, our major share-

holder epion Holdings ltd. is controlled by the founder of 

Metalloinvest, one of the largest and fastest growing mining 

and metallurgical holdings in russia. their support in 2007 
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is acknowledged as being critical, providing the financial and 

technical strength behind the Company to allow it to grow at 

such a rapid pace.

A NEW vISION IN MININg

the team at Nautilus has grown by over 70% in the last year 

and i would like to personally compliment all of the employ-

ees, contractors and Directors, for their work and dedica-

tion throughout 2007. if not for the motivation and drive of 

everyone in the Company, Nautilus would not be the world 

leader in this field and would not have attracted the capital 

and major shareholders that it has. Nautilus’ success is truly 

a testament to their initiative and efforts. i leave you with 

the testimonial spreads in this annual report, and thank our 

shareholders for also sharing in Nautilus’ new vision for min-

ing. We begin 2008 on solid footing.

David Heydon, Chief Executive Officer

Nautilus MiNerals teNeMeNts

5   NAUTILUS MINERALS :  2007 ANNUAL REPORT



visionaries
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THE MANDATE OF THE MANAgEMENT TEAM is to find a better way to produce copper, zinc and gold, with less 

impact on the environment. We want to change the mining industry. We are equally committed to rewarding em-

ployees and shareholders and ensuring that we provide a lasting and positive impact in the communities where 

we operate. What excites us about Nautilus is the amalgamation of technologies from the mining, oil and gas and  

marine industries. There is so much that can be achieved when people from different backgrounds work together 

towards a common goal. — Tony O’Sullivan

left to right: 

DAvID HEyDON, Chief Executive Officer

SHONTEL NORgATE, Chief Financial Officer

STEvE ROgERS, Chief Development Officer 

MIkE jOHNSTON, vice President, Corporate Development 

TONy O’SULLIvAN, Chief Operating Officer

SCOTT TREbILCOCk, vice President business Development (not shown)





left to right:  

kEN ADAMS, Project Manager, Mining 

STEPHEN MCLAy, Project Manager, Processing

Our primary goal is to deliver a world-class seafloor mining system on time and within bud-

get while meeting all of our environmental, health and safety commitments. We are excited 

to be part of a motivated team where everyone is focused on the same vision: successfully 

extracting copper-rich mineral deposits from 1,700 metres below water. We look forward to 

a lot of “firsts” along the way. — ken Adams
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DELIvERINg MININg OPERATIONS  

ON TIME AND WITHIN bUDgET

steve rogers leads the Project Development team which is 

focused on delivering the vessels and equipment on time, 

and within budget, for mining operations at solwara 1.  

equally important is meeting both environmental, health 

and safety commitments.  

Combining skills from onshore mining, dredging and deep-

water construction, the team scoped out the specifica-

tions for the three main components of the mining system, 

which are:

• the seafloor Mining tool (“sMt”);

• the riser and lifting system (“rals”); and

• the Mining support Vessel (“MsV”).

the first step in the mining process involves cutting the 

seafloor material and drawing it into the suction mouth of 

the sMt as slurry. it is then transported to a pumping mod-

ule and lifted up a riser pipe to the MsV overhead where 

the material is dewatered. after dewatering, the ore is trans-

ferred to barges on a continuous cycle for shipment to a 

nearby port facility.

SEAFLOOR MININg TOOL (“SMT”) CONTRACT

On December 18, 2007 the contract for the sMt was awarded 

to soil Machine Dynamics of Newcastle upon tyne, uK.  the 

£33 million contract is for the design and production of two 

identical 190 tonne sMts which will be used for production 

on the solwara 1 Project.  the system is designed to operate 

at production rate of 6,000 tonnes/day. the schedule pro-

vides for the completion of assembly, testing and integration 

work on the MsV to meet the production timeline for the 

third quarter, 2010.

RISER AND LIFTINg SySTEM (“RALS”) CONTRACT

a second contract with a us$116 million target price was 

awarded on april 3, 2008 to technip usa inc. to provide 

engineering procurement and construction management 

services for the riser and lifting system (“rals”) compo-

nents of the deepwater sMs extraction system, comprising 

the following:
 
• subsea pumps; 

• riser pipe; 

• riser handling system; and 

• associated deck equipment. 

PrOjeCt DeVelOPMeNt uPDate
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FAR LEFT: Seafloor Mining Tool (“SMT”). bELOW LEFT: Proposed Mining System. 
bELOW RIgHT: Geotechnical drilling for possible port infrastructure.

MININg SERvICES CONTRACT

the third and final contract, planned to be awarded in the 

second quarter 2008, is for the Mining services agreement 

under which a contractor would provide, at its cost, the MsV 

for support of the mining operations. the scope of contract 

includes provision of the engineering and management of 

the vessel integration works, commissioning of the com-

pleted mining system and management of daily production 

operations on a performance incentivized basis.

MINERALIZATION

in February 2008, preliminary results from first phase min-

eralogical and metallurgical investigations of ore, from a 

representative 1.2 tonne drill core sample recovered during 

the 2007 drilling campaign at the Company’s solwara 1 Proj-

ect, indicated that the copper was held almost exclusively 

in chalcopyrite. the chalcopyrite is coarse-grained and can 

be liberated from the gangue with high recovery to produce 

a marketable concentrate. the material was also found to 

be soft with a bond work index of 10-12. Further metallurgi-

cal test work to extend the current single stage cleaning to 

three stage production of a separate pyrite concentrate for 

gold deportment and optimization of reagent use is under-

way. this work is anticipated to be completed by the second 

quarter, 2008.

in addition to these major contracts the Project Develop-

ment team continues its work on mine planning, materials 

handling, shipping, metallurgical testing and processing 

studies. 



experts
left to right: 

jAMES CARPENTER, geologist

EPHRAIM MALANA, geologist 

NICk DAvIES, Chief geologist

Our team is responsible for the planning, retrieval and assessment of geological data from our SMS deposits. 

Without doubt, the biggest buzz the team has experienced was discovering Solwara 5, 6, 7 and 8 during the 2007 

campaign, and being involved with the world’s first underwater resource drilling program at Solwara 1. The whole 

team feels extremely privileged to be involved in such a fantastic project. — Nick Davies

eexpertsxperts
technical
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ExPLORINg MININg’S NEWEST FRONTIER

the Company is exploring for high-grade seafloor Massive 

sulphide (“sMs”) deposits of copper, zinc, gold and silver 

with its main geographic focus being the western Pacific 

Ocean. the majority of work in 2007 was undertaken in 

the territorial waters and the exclusive economic Zone 

(“eeZ”) of Papua New Guinea (“PNG”) located to the north 

of australia. 

in March 2007, Nautilus launched the world’s largest com-

mercial exploration program for high-grade sMs systems. 

this program involved technical input from representatives 

seconded to Nautilus from teck Cominco ltd. and included 

resource definition drilling, sampling and related metal-

lurgical and mine development studies on the Company’s 

solwara 1 Project located 50 km north of rabaul, the main 

port of the east New Britain Province of PNG. in addition, 

regional exploration in the Bismarck sea of PNG confirmed 

the prospective potential of the region, with the discovery of 

four new sulphide systems known as solwara 5, 6, 7 and 8. 

APPLyINg NEW TECHNOLOgIES

During 2007 Nautilus continued to refine and develop its 

sMs exploration strategy, related techniques and tools for 

this new industry.

— ROV drill
a major 111-hole core drilling program was undertaken us-

ing new “state of the art” remote Operated Vehicle (“rOV”) 

mounted drill rigs that were deployed on the seafloor and 

are capable of drilling up to 19 metres into the seafloor.

— Deep ocean electromagnetic exploration
Nautilus partnered with teck Cominco ltd. and the Vancou-

ver-based Ocean Floor Geophysics inc. to develop, deploy 

and protect the intellectual property associated with new 

deep-ocean electromagnetic (“eM”) technology. With this 

eM technique in our exploration toolbox, Nautilus will be 

able to better target future drilling, allowing the Company to 

test future systems more rapidly and cost effectively, and to 

build on our current competitive advantages in the world of 

seafloor resource development.

eXPlOratiON OVerVieW

NAUTILUS MINERALS :  2007 ANNUAL REPORT   14



WORLD’S FIRST NI 43-101 RESOURCE ESTIMATE

a successful exploration year culminated in Nautilus releas-

ing the world’s first Ni 43-101 compliant resource estimate 

for a portion of the sMs system at the Company’s solwara 1 

Project. results were as follows:

iNDiCateD MiNeral resOurCe:  

870 kt @ 6.8% Cu, 4.8 g/t Au, 23 g/t Ag, 0.4% Zn.

iNFerreD MiNeral resOurCe:  

1,300 kt @ 7.5% Cu, 7.2 g/t Au, 37 g/t Ag, 0.8% Zn.

the deposit is open to the west and at depth with 44% of 

drill holes still in mineralization at the end of the hole. the 

estimate is based on the results of 111 core drill holes drilled 

from the seafloor in 2007, surface mapping and sampling 

(133 samples), and supporting information from 35 core 

holes drilled in 2006. this estimate is potentially further 

supported by an eM survey which outlines the surface ex-

tent of massive sulphide mineralization. a cut-off of 4.0% 

Cu was used.

TENEMENTS

the Company maintained its momentum in staking new 

ground. at the end of 2007 Nautilus had approximately 

154,000 km2 of granted tenements, and approximately 

210,000 km2 of applications for tenements in the territorial 

waters and eeZ of Papua New Guinea, tonga, solomon is-

lands, Fiji and New Zealand, for a total area of 365,000 km2.

Going forward, the 2008 exploration program will focus on 

expanding the Nautilus project pipeline further with a six 

month program planned for tonga and PNG. in tonga, the 

principal focus will be the Valu Fa ridge, a 300 km zone con-

taining a number of known high-grade mineralized systems. 

in PNG, the focus will be on the prospective brownfield ter-

rain in the vicinity of solwara 1 and 4. 

FAR LEFT: Nautilus’ Susan John, Geologist and Matt White, Chief  Geologist, Project Generation, examining Solwara 1 drill core.
TOP & bOTTOM LEFT: Nautilus’ Paul Lahari, Senior Geologist, examining SMS sample. 
TOP RIgHT: Preparing to deploy the ROV drill. bOTTOM RIgHT:  Solwara 1 core samples.



left to right: 

SAMANTHA SMITH, Environmental Manager

ALISON SWADDLINg, Environmental Scientist 

RAy LARI, Environmental Scientist

Working with Nautilus allows us to set the standards for environmental best practice in an entirely new 

industry. In addition, we have the opportunity to extend our knowledge of the deep sea — which is exciting, 

particularly because our job involves working with world-leaders in marine science. — Samantha Smith

scientists
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NAUTILUS AND THE ENvIRONMENT:  

PLANNINg AND PRACTICE

the study of the seafloor and oceans is an established sci-

ence. a strong regulatory framework and established in-

dustry practice exists for operating on the seafloor. indus-

try sectors such as the offshore dredging and the oil and 

gas industries have developed operating and monitoring 

frameworks across multiple jurisdictions, often covering 

sensitive and complex operations. it is this solid foundation 

of work on which we build our minng operations.

Nautilus draws on the skills and techniques of both research-

ers and consultants who are experienced in servicing these 

well-established offshore industries.

in 2007 Nautilus continued its major environmental program 

with three primary objectives:

•  to understand the existing environment;

• to understand the potential impacts of activities; and

•  to understand and implement mitigating strategies  
to minimize the impacts of those activities. 

ENvIRONMENTAL WORk TO DATE

Nautilus is currently completing its environmental impact 

statement (“eis”) for the solwara 1 Project located in the ter-

ritorial waters of PNG. the environmental program involves 

diverse scientific and environmental studies in the Bismarck 

sea (located in PNG). the lead eis consultant is Coffey Natu-

ral systems (“Coffey”), a specialist environmental and social 

impact assessment consultancy servicing the mining, oil and 

gas and infrastructure sectors. Based in australia, Coffey 

has over 29 years experience conducting environmental and 

social impact assessments for PNG-based projects. upon 

completion of these investigations, it is expected that the 

data and findings will be submitted to the government of 

Papua New Guinea in the third quarter, 2008.

researCH iNstitutiONs & CONsultaNt GrOuPs  

iNVOlVeD iN tHe sOlWara 1 eis

Duke University, USA 
Scripps Institution of  Oceanography, USA 
University of  Toronto, Canada 
Commonwealth Scientific Industrial Research Organization, Australia 
Hydrobiology, Australia 
University of  Papua New Guinea, PNG 
Coffey Natural Systems, Australia 
Rabaul Volcano Observatory, PNG 
Asia Pacific Applied Science Associates, Australia

eNVirONMeNtal uPDate
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PROCESS FOR MININg PERMIT APPROvAL

the Company currently has a licence to explore and gather 

data on its tenements. Prior to obtaining a Mining lease in 

PNG, the Company must pursue a rigorous permitting pro-

cess involving the following steps:

1. eNVirONMeNtal iNCePtiON rePOrt (“eir”): the first 

step in the development of a complete eis is the environ-

mental inception report (“eir”). the eir outlines the proj-

ect description and the studies that will be conducted for 

the environmental impact assessment. in designing the 

study, input from the following constituents was included: 

domestic and international Non-Governmental Organiza-

tions (“NGO’s”), scientists, consultants, environmentalists 

and other world-renowned experts in the field of marine 

and social science. the Papua New Guinea Department of 

environment and Conservation (“DeC”) approved the Nau-

tilus eir in 2007.

2. eNVirONMeNtal iMPaCt assessMeNt (“eia”): in 2006 

and 2007 Nautilus conducted five offshore environmental 

campaigns in the Bismarck sea. this work included oceanog-

raphy, biology, chemistry, water quality and sedimentation 

rate studies. During this time, over 5,000 seafloor observa-

tions were logged. 

3. eNVirONMeNtal iMPaCt stateMeNt (”eis”): Nautilus 

anticipates submitting the eis to the PNG government in the 

third quarter 2008, along with all the detailed eia studies.

4. eis reVieW: Nautilus has been advised by the DeC that in-

dependent scientists and other experts will be asked to com-

ment on the eis. Most importantly, the public and local com-

munities will have the chance to provide their comments on 

the eis and the solwara 1 development proposal through a 

public hearings process.

FIvE ADvANTAgES TO SEAFLOOR MININg: 

 

LIMITED SOCIAL DISTURbANCE—Seafloor mining does 

not require the social dislocation common to land-based 

operations with the resulting impact on culture or dis-

turbance of traditional lands.

LITTLE MININg INFRASTRUCTURE—As the SMS de-

posits are located on the seafloor, mining production will 

be limited to a floating ship and a concentrator located 

close to shore. There will be no intensive land use requir-

ing post-production restoration.

WORkER SAFETy—The operation is high-tech and will 

not require operators’ exposure to typically dangerous 

mining or “cutting face”.

MINIMAL MININg WASTE—The Company will mine and 

raise high-grade ore, resulting in the surgical extraction 

of a small ore footprint, with no requirement for waste 

rock dumping.

MINIMAL OvERbURDEN OR STRIPPINg—The ore gen-

erally occurs directly on the seafloor and will not re-

quire large pre-strips or overburden removal.

FAR LEFT: An ROV’s 7 function manipulator used to collect samples on the seafloor. 
bELOW LEFT: Nautilus Environmental Scientist, Ray Lari. 
bOTTOM LEFT: ROV configured for environmental work.



left to right: 

MEL TOgOLO, Papua New guinea Country Manager

PAUL TAUMOEPEAU, Tonga Country Manager

One of the most exciting things about our job is the adrenaline rush to pursue production by 2010 while creating 

value for the communities where we operate. We are proud to be part of a team that believes we can create wealth 

for developing countries in the Southwest Pacific. We never imagined that while working in Tonga and Papua New 

guinea, such an opportunity would find us. — Mel Togolo

Bridge
Builders
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NAUTILUS CARES

COMMUNITy ACCOUNTAbLE,  

RESPONSIbLE ENvIRONMENTALLy & SAFE

Nautilus is working hard to create goodwill by ensuring our 

Company will be a good neighbour and partner in every com-

munity in which we conduct business. We are sensitive to 

the communities in which we operate and we respect their  

values, cultures, customs and beliefs.

Nautilus is committed to:

•  Complying with all national and provincial laws, 
regulations and policies pertaining to community 
engagements;

•  engaging with relevant stakeholders and  
neighbours in the areas of operations;

•  engaging in a culturally appropriate and sensitive 
manner, respecting the fact that the Company  
is a visitor to the area;

•  establishing systems and processes to manage  
any issues related to our presence; and

• Working with local not-for-profit organizations to 
maximize community benefits of our operations 
and ensure skill-building whenever possible.

COMMUNITy OUTREACH AND SkILL bUILDINg

in 2007 we expanded our outreach program, working with 

local communities in Papua New Guinea (“PNG”) to discern 

the best ways we can help. a key outreach program included 

a partnership with the Port Moresby City Mission to help 

street kids develop lifeskills and find employment. in 2007, 

we committed K300,000 (approx. us$100,000) to the Mis-

sion. this initiative helps to provide youths in their teens and 

twenties with accommodation and job training in rural cen-

tres, away from the negative influences of peer groups. Once 

the individuals obtain the necessary skills, the Mission eases 

their transition to urban society and helps them obtain gain-

ful employment.

Nautilus also set up a program to encourage skill and ca-

pacity building in PNG, employing and providing vocational 

training for four geologists, a geophysicist, and an environ-

mental scientist.

We are equally committed to developing scientific knowledge 

within PNG and the other Pacific island nations, with the aim to 

actively support students who pursue studies in sMs deposits. in 

Nautilus Cares
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the summer of 2007, sponsored by Nautilus Minerals, university  

of Papua New Guinea student Martha Mungkaje was awarded  

Duke university’s Opportunity Bursary. Nautilus’ sponsorship 

allowed Martha to travel to the usa and learn state-of-the-art 

techniques under the supervision of Dr. Cindy lee Van Dover 

(Duke, usa), a deep-sea biologist with a special interest in the 

ecology of chemosynthetic ecosystems. 

WORkINg WITH THE COMMUNITy:  

AWARENESS AND ACCOUNTAbILITy

Prior to being granted exploration licences, Nautilus en-

gages in community awareness of proposed activities in the 

provinces of PNG where such exploration licences exist. With 

respect to the solwara 1 development project, the Company 

regularly engages the community in both the provinces of 

New ireland and east New Britain. 

While the solwara 1 deposit lies in the New ireland Province, 

we are considering having logistical land-based operations 

in east New Britain. in addition to meetings with the commu-

nities, administration and governments of both provinces, 

we have also held workshops which have included members 

of local NGOs, churches, women’s groups, educational facili-

ties, local level government, fishing and tourism industries. 

With the solwara 1 Project located approximately 30 km 

offshore of the New ireland Province, we visited 32 villages 

and surrounding communities, and provided briefings on the 

project and development proposal to almost 2,000 people. 

National and Provincial Government officers accompanied 

us on these visits.

SAFETy

safety is the number one priority for Nautilus. ensuring that 

we develop safe practices for the community, the environ-

ment and our employees is essential to our operations. in 

2007 Nautilus embarked on its first offshore program and 

completed 200 operating days over two vessels with no lost 

time injury. 

in the entirety of 2007 there was zero lost time for injury.

FAR LEFT: Youth benefitting from Nautilus’ support of  Port Moresby City Mission bELOW LEFT: Nautilus’ Kledy Koloa, Geophysicist. 
bOTTOM LEFT: Mel Togolo, PNG Manager for Nautilus congratulating Ms. Martha Mungkaje on the award of  herDuke University  
Opportunity Bursary. FAR RIgHT: Nautilus’ Susan John, Geologist.



left to right: 

PETER CROWHURST, Senior geologist, Teck Cominco, (under secondment to Nautilus)

WAyNE SPILSbURy, Director Seafloor Exploration, Teck Cominco

COLIN jOUDRIE, Director business Evaluations, Teck Cominco

seated left to right:

FRED DALy, vice President Exploration, Teck Cominco

jOEL jANSEN, Senior geophysicist, Teck Cominco, (under secondment to Nautilus)

bOb HOLROyD, Director Exploration Technologies, Teck Cominco

Teck Cominco’s offshore minerals exploration team, consisting of 12 professionals, loves the challenges, 

the opportunities, and the uniqueness of this project. The opportunity to work at the frontier of science, 

discovery and development is a privilege. knowing that just around the next outcrop, behind that sonar 

image or underneath that bathymetric anomaly, lies the potential for a significant new scientific and 

economic discovery keeps us up all night in anticipation! — Fred Daley

Partners
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STRONg TECHNICAL ALLIANCES

Nautilus is intent on applying the most current technical 

knowledge to the projects while ensuring that best practice 

is followed throughout the proposed development programs. 

in order to do this, Nautilus has formed strong technical al-

liances with companies who are at the forefront of their in-

dustry and represent best-in-class technology.

sOil MaCHiNe DyNaMiCs (“sMD”) of the uK was awarded 

the contract to build the two remote operated subsea min-

ing machines for Nautilus. sMD is one of the world’s leading 

subsea engineering companies, specializing in the design and 

manufacture of rOV systems.

teCHNiP, an integrated group providing engineering, tech-

nologies and construction services to the oil/gas and petro-

chemical industry was awarded the contract for the solwara 

1 subsea pumping, riser and lifting system (“rals”). With a 

workforce of 22,000 people worldwide, and annual revenues 

of almost 7 billion euros, technip ranks among the five major 

players in full-service engineering and construction services 

in the field of hydrocarbons and petrochemicals. 

CaNyON OFFsHOre (part of Helix energy solutions) was 

awarded in 2007 a contract for provision of marine ser-

vices and “state of the art” rOV drilling equipment to sup-

port Nautilus’ exploration programs. Canyon provides rOV  

systems and skilled offshore teams for critical-path deepwa-

ter construction and specialty marine contracting projects 

worldwide.

OCeaN FlOOr GeOPHysiCs: Nautilus, together with its 

shareholder teck Cominco limited, partnered with the Van-

couver-based Ocean Floor Geophysics inc. to develop, de-

ploy and protect the intellectual property associated with 

new deep-ocean electromagnetic technology.

STRONg ExPLORATION PARTNERSHIP

teck Cominco ltd. (“teck”) has the right to form joint ven-

tures with Nautilus on certain areas of the western Pacific, 

excluding the solwara 1 to 8 projects. these projects, which 

cover a 17,500 km2 tenement package in Papua New Guinea 

as well as exploration licences and applications in tonga 

and Fiji applied for before October 20, 2006, remain 100% 

owned by Nautilus. in 2007, teck seconded two key person-

nel to the Nautilus exploration team. in 2008, teck proposes 

to conduct a us$12 million ship-based exploration program 

in one or more of four designated areas in Papua New Guin-

ea, tonga and New Zealand. teck has assembled an explora-

tion team in Brisbane dedicated to this project.

strONG teCHNiCal alliaNCes
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FAR LEFT: Preparing to deploy the ROV. 
LEFT: Peter Crowhurst, Senior Geologist, Teck Cominco Ltd. 
(under secondment to Nautilus).  TOP RIgHT: Canyon ROV deployed .
bOTTOM RIgHT: Nautilus Geophysicist Kledy Koloa and Teck Cominco Ltd.
secondee, Senior Geophysicist, Joel Jansen.

STRONg SHAREHOLDERS

ePiON HOlDiNGs ltD. (22.4%)*

Following a total investment of us $109 million in 2006 

and 2007, epion Holdings ltd. (“epion”) holds 22.4% of the 

Company’s issued shares.  epion is a company controlled by 

Mr. alisher usmanov, who is the founder of the Metalloin-

vest Group, russia’s largest iron ore producer. Metalloinvest 

Group also owns several integrated steel operations and is 

one of the largest and fastest growing mining and metallur-

gical holdings in russia.

teCK COMiNCO ltD. (7.2%)*

teck Cominco limited (“teck”), a diversified mining and met-

als company headquartered in Vancouver, Canada, invested 

in 2006 and 2007 a total of us$40 million in equity capital. 

teck is a world leader in the production of zinc and metal-

lurgical coal, a significant producer of copper, gold and spe-

cialty metals. they also have interests in several oil sands 

development assets. 

aNGlO aMeriCaN PlC (5.7%)*

through a subsidiary, anglo american plc (“anglo”) invested 

us$25 million in 2006 and holds 5.7% of Nautilus. anglo 

is one of the world’s largest mining and natural resource 

groups with a market capitalization of approximately us$80 

billion as at December 31, 2007. it is a global leader in plati-

num group metals, gold and diamonds, with significant in-

terests in coal, base and ferrous metals, industrial minerals 

and paper and packaging. Nautilus and anglo have signed a 

Heads of agreement under which anglo may assist Nautilus 

in its development of solwara and other projects by second-

ing personnel with specialist skills to the project at anglo’s 

cost. technical input by anglo may take the form of advice 

and expertise in exploration, geophysics, metallurgy and 

mining. as part of its 2006 subscription, anglo was grant-

ed a right to subscribe for shares representing 11.1% of the 

common shares on issue at October 31, 2008, at a purchase 

price which is between 1.1 and 1.2 times the volume weighted 

average trading price of the Company’s shares during the 

month of October 2008.

these three major shareholders have agreed that if a take-

over bid is made for Nautilus and recommended by the 

Board of Directors, that they will accept the bid or make a 

higher counter offer. 

* Shareholdings as at March 2008. 
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Management’s Discussion & Analysis
oƒ Financial Condition and Results of Operations

(US dollars, in accordance with Canadian GAAP)

 The following Management Discussion and Analysis (“MD&A”) has been prepared as at March 28, 2008. It includes references 
to United States dollars, Canadian dollars, Papua New Guinea Kina, United Kingdom pounds Sterling and Euros. All dollar amounts 
referenced, unless otherwise indicated, are expressed in United States dollars and the Canadian dollars are referred to as C$, Papua New 
Guinea Kina are referred to as PGK, United Kingdom pounds Sterling are referred to as £ and Euros are referred to as €.

 The MD&A of  Nautilus Minerals Inc. (the “Company”, “NMI” or “Nautilus”) should be read in conjunction with the audited 
consolidated financial statements and related notes prepared as of  March 28, 2008 for the year ended December 31, 2007. This section 
contains forward-looking statements that involve risks and uncertainties. The Company’s actual results may differ materially from those 
discussed in forward-looking statements as a result of  various factors, including those described under “Forward-Looking Information.” 

 FOrWarD-lOOKiNG iNFOrMatiON
 this MD&a contains certain forward-looking statements and information relating to the Company that are based 

on the beliefs of its management as well as assumptions made by and information currently available to the Com-
pany. When used in this document, the words “anticipate”, “believe”, “estimate”, “expect” and similar expres-
sions, as they relate to the Company or its management, are intended to identify forward-looking statements. 
such forward-looking statements relate to, among other things, regulatory compliance, the sufficiency of current 
working capital, the estimated cost and availability of funding for the continued exploration of the Company’s 
exploration properties. such statements reflect the current views of the Company with respect to future events 
and are subject to certain risks, uncertainties and assumptions. Many factors could cause the actual results, 
performance or achievement of the Company to be materially different from any future results, performance or 
achievements that may be expressed or implied by such forward-looking statements. 

 Our BusiNess
 Overview
 Nautilus (tsX and aiM:Nus) is the first company to commercially explore the ocean floor for gold and copper 

seafloor Massive sulphide (“sMs”) deposits, and subject to timely permitting, is positioning itself to become an 
emerging producer in 2010. the Company’s main focus for 2008 is the solwara 1 Project which is located in the 
territorial waters of Papua New Guinea in the western Pacific Ocean. the proposed operations of the Company, 
also subject to permitting and financing, will be the exploration for and the mining of copper, zinc, gold and silver 
where there are economically viable discoveries. 

 History and corporate structure 
 the Company, as it is currently structured, was formed on May 8, 2006 when the Company acquired all of the 

issued and outstanding shares of Nautilus Minerals Niugini limited (“NMN”) (formerly Nautilus Minerals Corpora-
tion) and Nautilus Minerals Oceania limited (“NMO”), by issuing 30,519,541 common shares to the shareholders 
of NMN and NMO. since the shareholders of NMN and NMO acquired in excess of 90% of the outstanding com-
mon shares of Nautilus, the transaction was accounted for as a reverse take-over (“rtO”). as a result, the com-
parative information included in the MD&a is that of NMN and NMO combined for the financial year from january 
1, 2005 to December 31, 2005 and the period from january 1, 2006 to May 8, 2006 and NMi from May 9, 2006 
to December 31, 2006. the results for the current financial year, being from january 1 to December 31, 2007 are 
those of NMi. 



 2007 HiGHliGHts

 • raised us$214 million (equivalent) gross proceeds through three equity financings 

 •  us$310 million (equivalent) in cash and cash equivalents held on deposit with major banks

 • secured new exploration licences covering approximately 140,000 km2 in Papua New Guinea 
 solomon islands and tonga (granted in 2007)

 • Discovered 4 new solwara Prospects

 • Graduated to toronto stock exchange (“tsX”)

 • strengthened Board of Directors with two new appointments

 • launched the development of the world’s first seafloor Massive sulphide (“sMs”)  
 resource project – solwara 1

 • teck Cominco ltd. (“teck Cominco”) exercised 3 million $5.00 warrants

 • teck Cominco plans to undertake ship-based exploration during 2008

 • Completed world’s first sMs resource estimate

 Raised $214 million (equivalent) in gross proceeds through three equity financings
 During 2007 the Company completed three successful equity financings. 

 On February 2, 2007, Nautilus was admitted to aiM, a market operated by the london stock exchange plc, follow-
ing the successful placing of 27,438,606 common shares, including 5,499,109 common shares to epion Holdings 
limited (“epion”), at a price of 185 pence per share. this financing raised gross proceeds of £50.8 million (equal 
at that time to us$100 million) for the Company. 

 On February 20, 2007, the Company completed the private placement in North america of 20,344,850 units at 
C$4.35 per unit for gross proceeds of C$88.5 million (equal at that time to us$75 million). each unit consisted 
of one common share and one-half of one warrant of the Company. each whole warrant entitles the holder to 
purchase one additional common share of the Company at a price of C$5.655 per share prior to February 21, 
2009. in the event that the volume weighted average price of the Company’s common shares on the tsX exceeds 
C$6.525 for a period of at least 20 consecutive trading days, Nautilus has the right to give notice to the holders 
of the warrants that the warrants will expire if not exercised within 30 days.

 On November 29, 2007, the Company completed a private placement with the Company’s major shareholder, 
epion, for a total of 10,859,690 units (the “ epion units”) at a price of C$3.60 per epion unit for gross proceeds 
of C$39.1 million.

 
 each epion unit consists of one common share in the capital of the Company and one-fifth of one warrant, with 

each whole warrant entitling epion to purchase an additional common share for C$3.80 for a period of two years 
from the date of issuance of the warrants.
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 $310 million (equivalent) in cash and cash equivalents held on deposit with major banks
 Nautilus is in a strong financial position with $310 million equivalent in cash and cash equivalents held on deposit 

with banks holding an s&P rating of a+ or better.

 Secured new exploration licences covering approximately 140,000 km2 in Papua New Guinea, Solomon Islands and Tonga
 During the year Nautilus was granted 26 new exploration licences covering an area of 59,803 km2 within the ter-

ritorial waters of Papua New Guinea (“PNG”).

 in addition, in 2007 the Company was granted 16 offshore exploration licences covering 78,977 km2, being an 
area containing most known indications of sMs systems within the 1887 Proclamation area of the Kingdom of 
tonga in the western Pacific. a further 14 tenements covering 8,273 km2 in the exclusive economic Zone of the 
solomon islands were also granted in 2007, extending the Company’s tenement holding in the highly prospective 
Woodlark Basin to the east of PNG. 

 Nautilus now has approximately 155,000 km2 of granted tenements, and approximately 210,000 km2 of tene-
ment applications in the territorial waters and exclusive economic Zones of Papua New Guinea, tonga, solomon 
islands, Fiji and New Zealand. 

 Discovered 4 new Solwara prospects
 During the year Nautilus completed the world’s largest successful commercial exploration program for high grade 

sMs systems. this was conducted on the Company’s exploration licences in the territorial waters of PNG. During 
the program the Company discovered four new sMs systems, which were called solwara 5, 6, 7 and 8.

 the four new mineralized zones were discovered during a four week exploration program and highlighted the 
rigour of the program. it further demonstrated the effective use of modern technology and techniques and the 
potential for further discoveries in the region. the four new sMs systems were located following the reprocessing 
by Nautilus of geophysical data gathered in 2005 by the Company’s then joint venture partner, Placer Dome.

 laboratory testing of samples from the solwara 5, 6, 7 and 8 Prospects gave the following results:

 Graduated to Toronto Stock Exchange (“TSX”)
 effective as of august 24, 2007 trading in the Company’s common shares moved from the tsX Venture exchange 

(“tsXV”) to the tsX.

 Strengthened Board of  Directors with two new appointments
 the Nautilus Board of Directors was strengthened during the year with the appointment of Mr. Farhad Moshiri 

and Mr. john O’reilly. each of the new Directors adds a wealth of international experience to the senior leader-
ship of the Company. 

 Mr. Farhad Moshiri is a qualified Chartered Certified accountant and is currently the Chief executive of london-
listed europe steel Plc and has extensive experience with a number of russian and uK-based steel and mining 
companies. His directorships include epion Holdings limited, ural steel, ZaO Metalloinvest and Gallagher Hold-
ings limited. 
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2007 SURFACE SAMPLINg 
 

Prospect Samples Gold g/t Copper % Zinc % Lead % Silver g/t

solwara 5 12 14.6 6.0 8.3 1.6 282

solwara 6 9 19.2 13.4 15.2 0.6 191

solwara 7 11 10.9 3.7 15.6 1.2 261

solwara 8 31 13.4 10.1 19.7 1.4 205



 Mr. john O’reilly, who holds a Bsc in Metallurgy and an Msc in Mineral Process Design, brings with him over 40 
years experience in the international mining industry. His experience includes 19 years with rio tinto Plc, includ-
ing Head of technology and Head of Gold and Other Minerals, based in london, and a secondment to the lihir 
Management Company as Managing Director. john was the inaugural CeO of lihir Gold ltd in Papua New Guinea, 
a plus 40 million ounces gold resource, where he was responsible for the design, engineering, construction and 
initial operation of the us$900 million lihir mine, plant and associated infrastructure. john retired as a non-
executive director of lihir Gold ltd at the end of 2006.

 Launched the development of  the world’s first Seafloor Massive Sulphide resource project – Solwara 1
 Following the lapse of the Heads of agreement with jan De Nul announced on july 6, 2007, Nautilus took over 

the development of solwara 1 with significant progress made during the second half of 2007 focusing on the 
tendering for the provision of the three key mining system components:

 1) seafloor Mining tool (“sMt”);
 2)  the riser and lifting system (“rals”); and
 3)  Mining services, including provision of the mining vessel.

 the approach adopted by Nautilus was to award the contracts sequentially with the sMt and rals contracts to be 
awarded first. the mining services contract will then be awarded as the configuration of the two subsea systems has 
bearing on the optimal surface vessel configuration that the mining contractor will be required to provide. 

 the sMt contract was awarded on December 18, 2007 to soil Machine Dynamics (“sMD”) of Newcastle upon 
tyne, uK for the design and build of two sMts at a cost of £33 million.

 in December 2007 a competitive, paid, front end engineering design program was launched for the rals, involv-
ing “world’s best” international contractors. this ran for eight weeks and Nautilus expects to select the rals 
design and build contractor before the end of april 2008.

 the mining services contract will be finalized in the second quarter of 2008, following a subsequent competi-
tive, paid, front end engineering design study with several high calibre international groups. the objective of the 
design program will be for contractors to assess the subsea mining equipment (i.e. the sMt and rals), identify 
the required integration with the proposed vessels and demonstrate that the contractor groups are proposing 
optimal vessel configurations. under the mining services agreement, the successful contractor will provide the 
mining support vessel and manage the daily production operations on a performance incentivized basis.

 Following the engineering study and the award of the mining services contract, the Company will be in a position 
to announce its target capital expenditure and operating costs.

 in addition to managing the awarding of the three major contacts, the Nautilus Project Development team has 
many studies underway including mine planning, materials handling, shipping, metallurgical testing and process-
ing studies. in February 2008 preliminary results from first phase mineralogical and metallurgical investigations 
of ore from a representative 1.2 tonne drill core sample recovered during the 2007 drilling campaign at the Com-
pany’s solwara 1 Project indicated that the copper was held almost exclusively in chalcopyrite, which is coarse 
grained and can be liberated from the gangue with high recovery and should produce a marketable concentrate. 
the material was also found to be soft with bond work index of 10-12.

 Further test work to extend the current single stage cleaning to three stage production of a separate pyrite 
concentrate for gold deportment and optimization of reagent use is underway. this work is anticipated to be 
completed by the end of april 2008.

 Teck Cominco Ltd. (“Teck Cominco”) exercised 3 million US$5.00 warrants
 On December 20, 2007 teck Cominco exercised its share purchase warrants to acquire 3,000,000 additional 

common shares of the Company at a price of us$5.00 per share for a total of us$15 million.

 Teck Cominco planning to undertake ship-based exploration during 2008
 teck Cominco and Nautilus agreed that teck Cominco may utilize the us$12 million option payment, previously 

committed as an option to form joint ventures with Nautilus, to conduct and manage a ship-based exploration 
program in 2008 in one or more of four designated areas in Papua New Guinea, tonga and New Zealand (“the 
areas”). excluded from the areas are the solwara 1 to 8 Prospects, a 14,000 km2 tenement package in Papua New 
Guinea and exploration licences and applications in tonga and Fiji applied for before October 20, 2006 which 
remain 100% owned by Nautilus.

 

 NAUTILUS MINERALS :  2007 ANNUAL REPORT   32



 the agreement calls upon teck Cominco to establish an exploration team to develop and carry out a ship-based 
program in 2008 in the areas, and to commit to that sea based program by notice to Nautilus on or before june 
30, 2008.

 if teck Cominco does not make the commitment for any particular area before june 30, 2008 it will lose the right 
to form a joint venture with Nautilus in that area and will be restrained from competing with Nautilus until august 
31, 2011 in that area. if teck Cominco does not make a commitment to any of the areas before june 30, 2008 it 
has agreed to pay Nautilus any shortfall in the us$12 million expenditure requirement.

 teck Cominco will not earn an equity interest in any tenements through this us$12 million expenditure but it will 
then have the right to select, by December 31, 2008, from the areas for a country earn-in. 

 
 Completed world’s first Seafloor Massive Sulphide resource estimate
 On December 20, 2007, Golder associates Pty ltd., (“Golder”) completed the world’s first Ni 43-101 compli-

ant resource estimate for an sMs system at the Company’s solwara 1 Prospect, located in the territorial 
waters of PNG: 

 • indicated Mineral resource: 870 kt @ 6.8% Cu, 4.8 g/t au, 23 g/t ag, 0.4% Zn.  
• inferred Mineral resource: 1,300 kt @ 7.5% Cu, 7.2 g/t au, 37 g/t ag, 0.8% Zn.

  
 the estimate from Golder is based on the following: 

 • results of 111 core holes drilled from the seafloor in 2007;  
• surface mapping and sampling (133 samples); and 
• supporting information from 35 core holes drilled in 2006.

 the estimate is further supported by an electromagnetic (“eM”) survey which effectively outlines the surface 
extent of massive sulphide mineralization. a cut-off of 4.0% Cu was used for the estimate.

 the area drilled in 2007 was constrained by the time available for drilling as a result of the vessel contract term, 
and the depth limitations of the new remote Operated Vehicle (“rOV”) rigs. as a result, it was not possible to 
pursue the western extensions of the system, nor test a number of interesting eM anomalies in the vicinity. the 
rOV drill technology developed and employed during the year resulted in a step change improvement in core 
recovery (73% in massive sulphide) from previous subsea drilling systems. However, the design capability of this 
new system was limited to drilling to a maximum of 19 metres in depth. Currently the Company is in discussions 
with groups developing drilling systems with extended depth capability to effectively evaluate the deeper poten-
tial in 2009.

 selecteD aNNual iNFOrMatiON
 the following table sets out selected annual financial information of Nautilus Minerals inc. and is derived from 

the Company’s audited consolidated financial statements per the periods ended December 31, 2007, 2006 and 
2005. the information set out below should be read in conjunction with the MD&a and consolidated financial 
statements and related Notes prepared as of March 28, 2007 for the year ended December 31, 2006. amounts 
are expressed in us dollars unless otherwise indicated.

     2007  2006  2005

sales    $ Nil $ Nil $ Nil

loss for the year    $ 31,258,557 $ 8,739,788 $ 611,738

loss per share (basic and diluted)   $ 0.24 $ 0.16 $ 0.01

total assets    $ 327,096,020 $ 125,169,648 $ 2,506,235

total long-term liabilities   $ Nil $ Nil $ Nil

Dividends declared    $ Nil $ Nil $ Nil
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 Loss for the year
 the increase in the net loss for the year was primarily attributable to a substantial increase in exploration expen-

ditures resulting from the exploration programs on solwara 1 through 8. the increase in stock-based compensa-
tion was more than offset by an increase in interest revenue and foreign exchange gains. in accordance with the 
Company’s accounting policy of expensing mineral property costs in the period in which they occur, the Company 
recorded an exploration expense of $40.9 million in 2007 compared to $3.3 million in 2006.

 Total assets
 the increase in total assets for the year is primarily attributable to an increase in cash and cash equivalents from 

$112.4 million in 2006 to $310.0 million in 2007 as a result of the private placement completed in conjunction with 
the admission to aiM in February 2007, further private placements in North america, and with epion Holdings 
limited in February 2007 and November 2007, respectively, as well as the exercise of warrants by teck Cominco 
in December 2007.

 results OF OPeratiONs
 the following discussion provides an analysis of Nautilus’ financial results.

 For the year ended December 31, 2007
 Loss for the period

 Net loss
 For the year ended December 31, 2007, the Company recorded a loss of $31.3 million ($0.24 loss per share) as 

compared to a loss of $8.7 million ($0.16 loss per share) for the same period in 2006. 

 Exploration expense
 exploration expense increased to $40.9 million (2006 — $3.3 million) due to an increase in the level of exploration 

activities undertaken during the period.

 Interest income
 interest income earned on cash and cash equivalents held during 2007 was $12.5 million (2006 — $1.2 million). 

the increase was attributable to the increase in cash held during the year. the Company maintains its cash and 
cash equivalents with banks with an s&P rating of a+ or better. 

 Non-cash stock based compensation
 a total of $6.9 million in non-cash stock based compensation was expensed during the period (2006 — $3.0 million). 

 Foreign exchange gains and losses
 a foreign exchange gain of $10.3 million was recorded during the period (2006 – loss of $0.3 million).

 Depreciation expense
 Depreciation expense increased to $0.2 million (2006 — $0.03 million) due to an increase in property, plant and 

equipment acquired. 

 Other general and administrative costs
 Other general and administrative expenses consist of:

 • Management fees and salaries of $1.4 million (2006 — $0.4 million), an increase of $1.0 million  
 as a result of higher activity at a corporate and project level over the last 12 months; 

 • Wages and salaries of $1.1 million (2006 — $0.4 million), an increase of $0.7 million  
 as a result of increased employee numbers over the last 12 months;

 • General administrative expenses of $1.2 million (2006 — $0.2 million) an increase of $1.0 million  
 resulting from increased overhead costs including office costs in Canada, Papua New Guinea  
 and australia; 

 • shareholder information expenses of $0.7 million (2006 — $0.4 million) resulting from increased  
 investor relations costs to service investors on both tsX and aiM;

 • travel expenses of $0.6 million (2006 — $0.3 million); 

 • Professional fees of $0.6 million (2006 — $1.5 million); and

 • listing and filing fees of $0.5 million (2006 – $0.2 million).



 Overall, Nautilus’ expenses increased to $43.8 million for the year ended December 31, 2007, up from $9.9 mil-
lion for the same period in 2006.

 Cash flows
 Operating activities
 Cash used in operating activities for the year ended December 31, 2007 was $20.6 million as compared to cash flows 

from operating activities of $5.2 million for the year ended December 31, 2006. the increase in cash used in operating 
activities is a consequence of the expenditures described above offset by interest income of $12.5 million. 

 Investing activities
 Cash used in investing activities for the year ended December 31, 2007 was $1.3 million as compared to $0.3 million 

in the year ended December 31, 2006. the increase in cash used in investing activities is primarily attributable to 
the acquisition of equipment of $1.2 million compared to $0.2 million in the year ended December 31, 2006.

 
 Financing activities
 Cash from financing activities for the year ended December 31, 2007 was $219.5 million as compared to $116.4 

million in the year ended December 31, 2006. the cash from financing activities resulted from private placements 
and exercise of warrants completed during the year.

 suMMarY OF QuarterlY results (uNauDiteD)
 the following table sets out selected unaudited quarterly financial information of Nautilus and is derived from 

unaudited quarterly consolidated financial statements prepared by management. the Company’s interim consoli-
dated financial statements are prepared in accordance with Canadian generally accepted accounting principles 
and expressed in us dollars.

 liQuiDitY aND caPital resOurces 
 the Company’s financial objective is to ensure that it has sufficient liquidity in the form of cash and/or debt ca-

pacity, to finance its ongoing requirements to support its strategy of becoming an emerging producer in 2010.

 Key financial measures
 the Company uses the following key financial measures to assess its financial condition and liquidity:  

         
         
       2007 2006

 
Debt to equity     Nil Nil 

Current ratio     39.8 to 1 112.8 to 1 

Working Capital     $302.1 million $111.6 million 

Cash and Cash equivalents    $310.0 million $112.4 million

 
 
  Loss & Comprehensive loss Basic & Diluted 
Period Revenues for the Period (in millions) Loss per Share

 4th Quarter 2007 Nil $(7.5) $(0.06)

 3rd Quarter 2007 Nil $(12.4) $(0.10)

 2nd Quarter 2007 Nil $(6.2) $(0.05)

 1st Quarter 2007 Nil $(5.1) $(0.05)

 4th Quarter 2006 Nil $(4.6) $(0.07)

 3rd Quarter 2006 Nil $(2.0) $(0.04)

 2nd Quarter 2006 Nil $(1.5) $(0.04)

 1st Quarter 2006 Nil $(0.7) $(0.01)
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 under the Company’s investment Policy, cash cannot be invested for more than 90 days and must be held on 
deposit with banks with an s&P credit rating of a+ or better.

 Outlook and capital requirements 
 the Company’s known contractual obligations at December 31, 2007, are quantified in the table below:

 the Company is involved in mineral exploration which is a high risk activity and relies on results from each explo-
ration program to determine if areas justify any further exploration and the extent and method of appropriate 
exploration to be conducted.

 the Company has budgeted over $20 million for exploration work in 2008 on its solwara 1 Project and its other 
regional exploration programs. 

 if exploration results and engineering studies are positive, the Company may consider committing additional 
funds to finance further engineering and exploration studies. in addition, the Company may consider further 
increases in staffing levels. 

 in order to maintain the exploration leases, licences and permits in which the Company is involved, the Company 
is expected to fulfil the minimum annual expenditure conditions under which the tenements are granted. these 
obligations may be varied from time to time, subject to approval, and are expected to be fulfilled in the normal 
course of operations of the Company. the exploration commitments are based on those exploration tenements 
that have been granted and may increase or decrease depending on whether additional applications are granted, 
relinquished or form joint ventures in the future.

 Based on tenements granted at December 31, 2007, total rental commitments are $680,000 and total expendi-
ture commitments are $31.8 million over the life of the licences which extend to a maximum of five years. 

 On December 18, 2007 the contract for the seafloor Mining tool (“sMt”) was awarded to soil Machine Dynamics 
(“sMD”) of Newcastle upon tyne, uK. the £33 million contract is for the design and production of two identical 
190 tonne sMts which will be used for production on the solwara 1 Project. the system is designed to produce on 
average 100 m3/hr with peak production of 6,000 tonnes/day. the schedule provides for sMts to be completed 
and tested in the third quarter, 2009 with integration work on the mining support vessel commencing in the first 
quarter, 2010.

 the Company may need to obtain significant additional capital to develop any of its exploration properties and 
debt financing may not be obtainable for a project such as that contemplated. the Company may need to rely on 
the equity markets for future financing of the Company’s development of solwara 1, divest equity in the project 
or obtain financing from offtake agreements.

 Nautilus expects that the cash and cash equivalents will be sufficient to pay for the continued budgeted explora-
tion and general and administrative costs of the solwara 1 Project for the next 12 months. Depending upon future 
events, the rate of expenditures and other general and administrative costs could increase or decrease. Other 
than as disclosed above, the Company has not attempted to secure sources of additional financing to fund future 
expenditures.

 
  Non-Cancellable  
Year Operating Leases Consulting Agreements Total
 ($000) ($000) ($000)

 2008 419 370 789

 2009 246 Nil 246

 2010 8 Nil 8

 2011 7 Nil 7

 2012 3 Nil 3

 thereafter Nil Nil Nil

 total 683 370 1,053



  However, in the event that the pace of expenditures increases, Nautilus may plan to secure future financing from 
issuance of additional equity, debt, or financing from other sources.

 Nautilus’ opinion concerning liquidity and its ability to avail itself in the future of the financing options men-
tioned in the above forward-looking statements are based on currently available information. to the extent that 
this information proves to be inaccurate, future availability of financing may be adversely affected. Factors that 
could affect the availability of financing include Nautilus’ performance (as measured by various factors includ-
ing the progress and results of its exploration work), the state of international debt and equity markets, investor 
perceptions and expectations of past and future performance, the global financial climate, metal and commod-
ity prices political events in the south Pacific, obtaining approvals from the Papua New Guinea government for 
the solwara 1 Project, drilling and metallurgical testing results, results from engineering studies and detailed 
design of equipment.

 Foreign currency exchange rate risk
 the Company’s operations are located in several different countries, including Canada, australia, Papua New 

Guinea, tonga, solomon islands, Fiji and New Zealand and may require equipment to be purchased from several 
different countries. Nautilus’ future profitability could be affected by fluctuations in foreign currencies relative to 
these countries’ currencies as well as the united states dollar, Canadian dollar, australian dollar, British pounds 
sterling, euro and Papua New Guinea Kina. the Company has not entered into any foreign currency contracts or 
other derivatives to establish a foreign currency protection program but may consider such transactions in the 
future.

 
 the Company maintains its cash in a “basket” of currencies that reflect its current and expected cash out-

flows to take advantage of natural hedges. as at December 31, 2007 the Company held its cash in the follow-
ing currencies:

 traNsactiONs WitH relateD Parties
 included in management fees is $51,578 (2006: $197,317) for management fees paid to a company controlled by 

a director. 

 included in professional fees is $Nil (2006 — $65,566) for legal fees paid to a company controlled by a director. 

 included in accounts payable and accrued liabilities is $21,781 (2006 — $9,738) for amounts owed to a company 
controlled by a director of the Company for management and consulting fees.

 critical accOuNtiNG POlicies 
 the details of the Company’s accounting policies are presented in Note 2 of the audited consolidated financial 

statements for the year ended December 31, 2007. the following policies are considered by management to be 
essential to understanding the processes and reasoning that go into the preparation of the Company’s financial 
statements and the uncertainties that could have a bearing on its financial results.
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Currency      % held

usD        29 

eur        22 

CaD        13 

GBP        32 

auD        4

 tOtal       100



 Resource properties
 acquisition and exploration costs are expensed as incurred since the Company is in the process of exploring its 

mineral tenements and has not yet determined whether these properties contain ore reserves that are economi-
cally recoverable. if and when the Company’s management determines that economically extractable resources 
have been established, the subsequent costs incurred to develop such property, including costs to further delin-
eate the ore body will be capitalized. 

 Adoption of  new accounting standards
 On january 1, 2007, the Company adopted Canadian institute of Chartered accountants (“CiCa”) Handbook  

section 3855, Financial instruments — recognition and Measurement, along with two companion standards, sec-
tion 1530, Comprehensive income, and section 3865, Hedges, and the amendments to CiCa Handbook sections 
and accounting guidelines resulting from the issuance of these sections. the adoption of these new standards 
had no impact on the Company’s financial results.

 the CiCa has issued three new standards which may affect the financial disclosures and results of operations 
of the Company for interim and annual periods beginning january 1, 2008. the Company will adopt the require-
ments commencing in the interim period ended March 31, 2008. the adoption of these new standards is not 
expected to have any material impact on the Company’s financial results.

 Section 1535 – Capital disclosures
 this section establishes standards for disclosing information about an entity’s capital and how it is managed. 

under this standard the Company will be required to disclose the following, based on the information provided 
internally to the entity’s key management personnel:

 (i) qualitative information about its objectives, policies and processes for managing capital; 

 (ii) summary quantitative data about what it manages as capital;

 (iii) whether during the period it complied with any externally imposed capital requirements  
 to which it is subject; and

 (iv) when the Company has not complied with such externally imposed capital requirements 
 the consequences of such non-compliance.

 Section 3031 — Inventories
 this section prescribes the accounting treatment for inventories and provides guidance on the determination 

of costs and its subsequent recognition as an expense, including any write-down to net realizable value. it also 
provides guidance on the cost formulas that are used to assign costs to inventories. 

 Section 3862 — Financial instruments — Disclosures
 this section requires entities to provide disclosure of quantitative and qualitative information in their financial 

statements that enable users to evaluate (a) the significance of financial instruments for the entity’s financial 
position and performance; and (b) the nature and extent of risks arising from financial instruments to which the 
entity is exposed during the period and at the balance sheet date, and management’s objectives, policies and 
procedures for managing such risks. entities will be required to disclose the measurement basis or bases used, 
and the criteria used to determine classification for different types of instruments. 

 the section requires specific disclosures to be made, including the criteria for:

 (i) designating financial assets and liabilities as held for trading;

 (ii) designating financial assets as available-for-sale; and

 (iii) determining when impairment is recorded against the related  
 financial asset or when an allowance account is used.
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 OutstaNDiNG sHare Data
 the following is a summary of the Company’s outstanding share data as of March 28, 2008.

 Common shares
 a total of 145,937,471 common shares are outstanding.

 Convertible securities
 the Company now has 13,681,697 options and 15,881,697 warrants outstanding. 

 Convertible securities
 a total of 15,881,697 warrants are issued and outstanding, with each warrant entitling the holder to purchase one 

common share of the Company with expiry dates ranging from May 3, 2008 through to November 28, 2009 at 
prices ranging from C$1.50 to C$5.66 per share, $3.30 to $5.00 and £2.15 to £2.31.

 
 a total of 13,681,697 stock options are issued and outstanding, with expiry dates ranging from May 8, 2008 

through November 30, 2012. the weighted average exercise price for all stock options is C$3.94. all stock options 
entitle the holders to purchase common shares of the Company.

 iNterNal cONtrOls
 Disclosure controls and procedures
 Management has evaluated the effectiveness of the design and operation of the Company’s disclosure controls 

and procedures during the period covered by this Management Discussion and analysis and has concluded that 
they provide reasonable assurance that information required to be disclosed by the Company is recorded, pro-
cessed, summarized and reported within the appropriate time period.

 Internal control over financial reporting
 Management has evaluated the design of the Company’s internal controls over financial reporting during the 

period covered by this Management Discussion and analysis, and has determined that the internal controls over 
financial reporting provide reasonable assurance regarding the reliability of financial reporting and the prepara-
tion of financial statements for external purposes in accordance with Canadian GaaP.

 However, certain weaknesses arise primarily from the limited number of personnel employed in the accounting 
and financial reporting area, a situation common to smaller companies. as a consequence of this situation: (i) 
it is not feasible to achieve complete segregation of duties; and (ii) the Company does not have full “in house” 
expertise in complex areas of accounting, such as accounting for stock options and warrants.

 the Company’s management does not expect that its internal controls and procedures will completely prevent 
all error and all fraud. the Company believes that the weaknesses identified in its systems of internal control 
are mitigated by the thorough review of the Company’s financial statements by senior management, the audit 
Committee of the Board and by consulting with external experts. in addition, senior management is active in 
the Company’s day-to-day operations and in monitoring the Company’s financial reporting. regardless, these 
mitigating factors cannot completely eliminate the possibility that a material misstatement will occur as a result 
of the weaknesses identified in the Company’s internal control over financial reporting. a cost effective system 
of internal controls over financial reporting, no matter how well conceived or operated, can provide only reason-
able, not absolute, assurance that the objectives of the internal controls over financial reporting are achieved.

 aDDitiONal sOurces OF iNFOrMatiON
 additional sources of information regarding Nautilus Minerals inc. is on seDar at www.sedar.com and is on the 

Company’s website www.nautilusminerals.com
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in our opinion, these consolidated financial statements pres-

ent fairly, in all material respects, the financial position of 

the Company as at December 31, 2007 and 2006 and the 

results of its operations and its cash flows for the years then 

ended in accordance with Canadian generally accepted ac-

counting principles.

PricewaterhouseCoopers LLP, Chartered Accountants

Vancouver, B.C. Canada

March 28, 2007

Auditors’ Report
Audited Consolidated Financial Statements 
     ƒor the Year 31 December 2007

(US dollars, in accordance with Canadian GAAP)

tO tHe sHareHOlDers OF Nautilus MiNerals iNc.

We have audited the consolidated balance sheet of Nautilus 

Minerals inc. (the “Company”) as at December 31, 2007 and 

2006 and the consolidated statements of loss, comprehen-

sive loss and deficit and cash flows for the years then ended. 

these consolidated financial statements are the responsibil-

ity of the Company’s management. Our responsibility is to 

express an opinion on these financial statements based on 

our audits.

We conducted our audits in accordance with Canadian gen-

erally accepted auditing standards. those standards require 

that we plan and perform an audit to obtain reasonable as-

surance whether the financial statements are free of mate-

rial misstatement. an audit includes examining, on a test ba-

sis, evidence supporting the amounts and disclosures in the 

financial statements. an audit also includes assessing the 

accounting principles used and significant estimates made 

by management, as well as evaluating the overall financial 

statement presentation.
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  December 31, 2007   December 31, 2006

assets    

Current assets   

Cash and cash equivalents   309,969,145  112,356,865 

Prepaid expenses and advances   874,313  285,178

  310,843,458  112,642,043 

 

restricted cash (note 6)  201,436  101,674 

Property, plant and equipment (note 7)  3,837,759  212,564 

Mineral properties (note 8)  12,213,367  12,213,367

 $ 327,096,020 $ 125,169,648

   

liaBilities    

Current liabilities   

accounts payable and accrued liabilities  7,819,826  998,207

    

shareholders’ equity   

share capital (note 10a and 10b)  331,406,593  126,257,367 

Contributed surplus (note 10c)  30,174,366  8,960,282 

Deficit  (42,304,765)  (11,046,208)

  319,276,194  124,171,441

 

 $ 327,096,020 $ 125,169,648

 

Commitments and contingencies (note 12) 

On behalf of the Board: 

 

 

 

David Heydon 

Russell Debney 

Consolidated Balance Sheets 
(expressed in U.S. dollars)
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  year ended  year ended 
   December 31, 2007   December 31, 2006

 

exPeNses     

exploration costs (note 8)  40,876,742  3,280,937 

stock-based compensation (note 10d)  6,897,376  3,001,000 

Management fees and salaries  1,414,540  423,410 

Wages and salaries  1,140,248  365,965 

General administrative   1,150,238  222,590 

shareholder information  677,996  376,509 

travel  606,800  291,518 

Professional fees  580,781  1,523,096 

listing and filing fees  496,633  158,277 

Depreciation  238,714  27,567 

Foreign exchange loss (gain)  (10,292,810)  277,115

 $ 43,787,258 $ 9,947,984

     

OtHer iNcOMe     

interest income  12,528,701  1,158,196 

recovery of exploration costs  —  50,000

  12,528,701  1,208,196 

     

loss and comprehensive loss for the year  31,258,557  8,739,788 

Deficit — Beginning of year  11,046,208  2,306,420 

Deficit — end of year  42,304,765  11,046,208

loss per share — Basic and diluted $ 0.24 $ 0.16

Weighted average number of shares outstanding  127,892,271  53,513,241

 

Consolidated Statements oƒ 
Loss, Comprehensive Loss and Deficit 

      
      (expressed in U.S. dollars)
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   year ended   year ended 
    December 31, 2007   December 31, 2006

 
casH FlOWs useD iN OPeratiNG activities     

loss for the period  (31,258,557)   (8,739,788) 

items not affecting cash      

 stock-based compensation  6,897,376   3,001,000 

 Depreciation  238,714   27,567 

    

Change in non-cash working capital items     

 Prepaid expenses and advances  (589,135)   (261,580) 

 accounts payable and accrued liabilities  4,111,308   802,406

  $ (20,600,294)  $ (5,170,395)

     

casH FlOWs FrOM FiNaNciNG activities     

share capital issued, net of share issuance costs  219,465,934   115,412,755 

Promissory note  —   730,100 

loan payable  —   (199,213) 

Deferred charges  —   445,552

  $ 219,465,934 $  116,389,194

     
casH FlOWs useD iN iNvestiNG activities     

restricted cash  (99,762)   (101,674) 

Cash acquired on acquisition of Nautilus Minerals inc  —   4,359 

Purchase of equipment  (1,153,598)   (240,131)

  $ (1,253,360) $  (337,446)

 

iNcrease iN casH aND casH eQuivaleNts  197,612,280   110,881,353

casH aND casH eQuivaleNts — BeGiNNiNG OF Year  112,356,865   1,475,512

casH aND casH eQuivaleNts — eND OF Year $ 309,969,145 $  112,356,865

NON-casH iNvestiNG aND FiNaNciNG activities     

shares issued for acquisition of Nautilus Minerals inc.  —   (749,299)

Common shares issued for mineral properties  —   12,213,367

Consolidated Statements oƒ Cash Flows
 

(expressed in U.S. dollars)



Notes to Consolidated Financial Statements
 

    December 31, 2007 (expressed in U.S. dollars)

1.  Basis OF PreseNtatiON, OPeratiONs aND suBsiDiaries 
 Basis of  Presentation
 these consolidated financial statements have been prepared in accordance with Canadian Generally accepted 

accounting Principles (“Canadian GaaP”).

 these consolidated financial statements are presented in united states Dollars (“usD”), the functional and pre-
sentational currency of the Company. 

 Operations
 Nautilus Minerals inc. (the “Company”, “Nautilus” or “NMi”) is engaged in the exploration of the ocean floor for 

gold and copper seafloor Massive sulphide (“sMs”) deposits. the Company is an enterprise in the exploration 
stage. the exploration activity involves exploration of underwater gold-copper and zinc deposits in the western 
Pacific Ocean. the Company’s main focus for 2008 is the solwara 1 Project in Papua New Guinea in the western 
Pacific Ocean. the proposed principal operations of the Company subject to permitting and financing will be the 
mining of copper, zinc, gold and silver deposits where there are economically viable discoveries. 

 Subsidiaries
 subsidiaries, which are those entities in which the Company has an interest of more than one half of the voting 

rights or otherwise has power to govern the financial and operating policies, are consolidated. the existence and 
effect of potential voting rights that are presently exercisable or presently convertible are considered when as-
sessing whether the Company controls another entity.

 
intercompany transactions, balances, income and expenses are eliminated on consolidation.

 
these consolidated financial statements include the accounts of the Company (Canada) and all of its subsidiar-
ies. the significant subsidiaries include Nautilus Minerals Niugini limited (Papua New Guinea), Nautilus Minerals 
Oceania limited (Vanuatu) and Nautilus Minerals Pacific Proprietary limited (australia).

2.  siGNiFicaNt accOuNtiNG POlicies 
the principal accounting policies adopted in the preparation of these consolidated financial statements are set 
out below. these policies have been consistently applied to prior periods, unless otherwise stated.

 Cash and Cash Equivalents
 For purposes of reporting cash flows, the Company considers cash and cash equivalents to include amounts held 

in banks and highly liquid investments with maturities at time of purchase of 90 days or less. 

 Mineral Properties
 the Company expenses all exploration and evaluation expenditures until management conclude that a future 

economic benefit is more likely than not of being realized. in evaluating if expenditures meet this criterion to be 
capitalized, management utilize several different sources of information depending on the level of exploration. 
While the criteria for concluding that an expenditure should be capitalized is always probable, the information 
that management use to make that determination depends on the level of exploration.

 
Costs relating to property acquisitions are capitalized as mineral properties. 

 Costs for a producing prospect are amortized on a unit-of-production method based on the estimated life of the 
ore reserves, while those costs for the prospects abandoned are written off.

 the recoverability of the amounts capitalized for the undeveloped mineral properties is dependent upon the de-
termination of economically recoverable ore reserves, confirmation of the Company’s interest in the underlying 
mineral claims, the ability to obtain the necessary financing to complete their development and future profitable 
production or proceeds from the disposition thereof.
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2.  siGNiFicaNt accOuNtiNG POlicies (cont’d) 
Mineral Properties (cont’d)

 the Company assesses its capitalized resource property costs when events or changes in circumstances suggest 
they are potentially impaired. estimated undiscounted future net cash flows for properties are calculated using 
estimates by reference to the timing of exploration and development work, work programs proposed, the explo-
rations results achieved to date and the likely proceeds receivable if the Company sold the properties to third 
parties. if the estimated undiscounted future net cash flows are less than the carrying value, the estimated fair 
value is calculated using the discounted future net cash flows and the asset is written down to the fair value with 
an impairment charge to operations.  For the purposes of assessing impairment, assets are grouped at the lowest 
level for which there are separately identifiable cash flows.

 Property, Plant and Equipment
 equipment is carried at cost less accumulated depreciation. Depreciation is calculated over the estimated useful 

life of the assets on a straight-line basis as follows:

   Estimated useful life (in years)
 

leasehold improvements    3 

Plant and equipment    5—15 

Computer equipment    3 

Office equipment (australia)    1—20 

Computer software    1—2.5 

tradeshow display equipment (Canada)    4 

 an item of property, plant and equipment is de-recognized upon disposal or when no future economic benefits 
are expected to arise from the continued use of the asset. Gains and losses on disposals are determined by com-
paring the proceeds received with the carrying amount of the asset and are included in the income statement. 

 repairs and maintenance are charged to the income statement during the financial period in which they are 
incurred. the cost of major renovations is included in the carrying amount of the asset when it is probable that 
future economic benefits in excess of the originally assessed standard of performance of the existing asset will 
flow to the Company. Major renovations are depreciated over the remaining useful life of the related asset.

 Impairment of  Non-current Assets Other than Mineral Properties
 Property, plant and equipment and intangible assets (excluding goodwill), are reviewed for impairment whenever 

events or changes in circumstances indicate that the carrying amount may not be recoverable.

 if the estimated undiscounted future net cash flows relating to an asset is less than the carrying value, the es-
timated fair value of the asset is calculated using the discounted future net cash flows and the asset is written 
down to the fair value with an impairment charge to operations. For the purposes of assessing impairment, assets 
are grouped at the lowest level for which there are separately identifiable cash flows.

 Management’s Estimates
 the preparation of financial statements in conformity with generally accepted accounting principles requires 

management to make estimates and assumptions that affect the reported amounts of accrued liabilities, share 
capital, contributed surplus, share issuance costs and disclosure of contingent assets and liabilities at the dates 
of the financial statements and the reported amounts of stock-based compensation during the reported periods. 
actual results could differ from those estimates.
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2.  siGNiFicaNt accOuNtiNG POlicies (cont’d)
 Foreign Currency Translation
 Functional and presentation currency
 the consolidated financial statements are presented in united states Dollars, which is the functional and presen-

tation currency of Nautilus Minerals inc.

 Transactions and balances
 Foreign currency transactions are accounted for at the rates of exchange ruling at the date of the transaction. 

Monetary assets and liabilities are translated at year-end exchange rates. Gains and losses arising on settlement 
of such transactions and from the translation of foreign currency monetary assets and liabilities are recognized 
in the income statement. 

 Income Taxes
 Future income tax is provided in full, using the liability method, on temporary differences arising between the 

tax bases of assets and liabilities and their carrying amounts in the financial statements. Future income tax is 
measured at tax rates that are expected to apply in periods in which the temporary differences reverse based on 
tax rates and law enacted or substantively enacted at the balance sheet date.

 Future tax assets are recognized to the extent that it is more likely than not that future taxable profit will be avail-
able against which the temporary differences can be utilized.

 Future income tax is provided on temporary differences arising on investments in subsidiaries, associates and 
joint ventures, except where the timing of the reversal of the temporary difference can be controlled and it is 
probable that the temporary difference will not reverse in the foreseeable future.

 Earnings (Loss) Per Share
 Basic earnings (loss) per share is computed by dividing income (or loss) attributable to common shareholders 

by the weighted average number of common shares outstanding during the period. the computation of diluted 
earnings per share assumes the conversion, exercise or contingent issuance of securities only when such conver-
sion, exercise or issuance would have a dilutive effect on earnings per share. the dilutive effect of outstanding 
options and warrants and their equivalents is reflected in diluted earnings per share by application of the trea-
sury stock method which assumes that any proceeds from the exercise of share options or warrants would be 
used to purchase common shares at the average market price during the period. During years when the Company 
has generated a loss, the potential shares to be issued from the assumed exercise of options and warrants are 
not included in the computation of diluted per share amounts since the result would be anti-dilutive.

 Share Capital
 Ordinary shares are classified as equity.

 incremental external costs directly attributable to the issue of new ordinary shares, other than in connection with 
business combinations, are shown in equity as a deduction, net of tax, in share capital.

 Stock-Based Compensation
 Equity-settled transactions
 the cost of equity-settled transactions with employees is measured by reference to the fair value at the date at 

which they are granted and is recognized as an expense over the vesting period.

 None of the Company’s equity-settled transactions have any market based performance conditions.
 
 Fair value for equity-settled share based payments is estimated by use of the Black-scholes pricing model.

 at each balance sheet date, before vesting, the cumulative expense is calculated based on management’s best 
estimate of the number of equity instruments that will ultimately vest. the movement in this cumulative expense 
is recognized in the income statement, with a corresponding entry in equity.
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    December 31, 2007 (expressed in U.S. dollars)

2.  siGNiFicaNt accOuNtiNG POlicies (cont’d) 
Stock-Based Compensation (cont’d)

 Where an equity-settled award is cancelled by the Company, it is treated as if it had vested on the date of cancel-
lation and any cost not yet recognized in the income statement for the award is expensed immediately. any com-
pensation paid up to the fair value of the award at the cancellation or settlement date is deducted from equity, 
with any excess over fair value being treated as an expense in the income statement.

 
 the proceeds from the exercise of stock options and warrants, in addition to the estimated fair value attributable 

to those options and warrants exercised, are recorded as share capital in the amount for which the options or 
warrants were exercised.

 Segment Reporting
 a business segment is a group of assets and operations engaged in providing products or services that are sub-

ject to risks and returns that are different from those of other business segments.

 a geographical segment is engaged in providing products or services within a particular economic environment 
that are subject to risks and returns which are different from those of segments operating in other economic 
environments.

 Due to the nature of the Company’s operations, the Company has one business segment, which operates in two 
different geographic locations.

3.  aDOPtiON OF NeW accOuNtiNG staNDarDs
 Fair value of  financial instruments
 On january 1, 2007, the Company adopted CiCa Handbook section 3855, Financial instruments – recognition 

and Measurement, along with two companion standards, section 1530, Comprehensive income, and section 3865, 
Hedges, and the amendments to CiCa handbook sections and accounting guidelines resulting from the issuance 
of these sections. the adoption of these new standards had no impact on the Company’s financial results.

 
 Financial assets are classified, as appropriate, as financial assets at fair value through profit or loss; loans and 

receivables; held to maturity investments or as available for sale. the Company’s financial instruments consist of 
cash and cash equivalents, accounts receivable, notes receivable and accounts payable. unless otherwise noted, 
it is management’s opinion that the Company is not exposed to significant interest or credit risks arising from the 
financial instruments. the fair value of these financial instruments approximates their carrying value due to their 
short-term maturity or capacity of prompt liquidation.

 the Company determines the classification of its financial assets at initial recognition. When financial assets 
are recognized initially, they are measured at fair value, normally being the transaction price plus, in the case of 
financial assets not at fair value through profit or loss, directly attributable transaction costs. the subsequent 
measurement of financial assets depends on their classification, as follows:

 Loans and receivables
 loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quot-

ed in an active market, do not qualify as trading assets and have not been designated as either fair value through 
profit or loss or available-for-sale. such assets are initially measured at fair value and subsequently carried at 
amortized cost using the effective interest method. Gains and losses are recognized in the income statement 
when the loans and receivables are de-recognized or impaired, as well as through the amortization process.

 Financial liabilities
 When a financial liability is initially recognized, the Company measures it at its fair value plus, in the case of a 

financial liability not measured at fair value with changes in value through profit or loss, transaction costs that 
are directly attributable to the issue of the financial liability. Financial liabilities include trade payables, other 
payables and accrued liabilities.

 47   NAUTILUS MINERALS :  2007 ANNUAL REPORT



Notes to Consolidated Financial Statements
 

    December 31, 2007 (expressed in U.S. dollars)

3.  aDOPtiON OF NeW accOuNtiNG staNDarDs (cont’d)
 Fair values
 the fair value of quoted investments is determined by reference to appropriate market prices at the close of busi-

ness on the balance sheet date. Where there is no active market, fair value is determined using valuation techniques. 
these include using pricing models and discounted cash flow analyses. Otherwise assets are carried at cost.

 Interest rate risk
 the Company holds cash and cash equivalents which earn interest at variable rates as determined by financial institutions.

 Credit risk
 the Company only places its cash with banks with an s&P credit rating of a+ or better.

 Foreign exchange risk
 all of the Company’s activities are located in several different countries, including Canada, australia and Papua 

New Guinea and may require equipment to be purchased from several different countries and currencies. Nauti-
lus’ future profitability could be affected by fluctuations in foreign currencies relative to the united states dollar, 
Canadian dollar, australian dollar, British pounds sterling, euro and Papua New Guinea Kina. 

 the Company has not entered into any foreign currency contracts or other derivatives to establish a foreign  
currency protection program.

 Foreign exchange risk is mitigated by the Company maintaining its cash in a “basket” of currencies that reflect its cur-
rent and expected cash outflows. as at December 31, 2007 the Company held its cash in the following currencies:

 Currency  % held
 

usD      29 

euro     22 

CaD      13 

GBP      32 

auD      4

       100

4.  NeW accOuNtiNG PrONOuNceMeNts
 the CiCa has issued three new standards which may affect the financial disclosures and results of operations 

of the Company for interim and annual periods beginning january 1, 2008. the company will adopt the require-
ments commencing in the interim period ended March 31, 2008. the adoption of these new standards is not 
expected to have any material impact on the Company’s financial results.

 Section 1535 – Capital Disclosures
 this section establishes standards for disclosing information about an entity’s capital and how it is managed. 

under this standard the Company will be required to disclose the following, based on the information provided 
internally to the entity’s key management personnel:

 (i)  qualitative information about its objectives, policies and processes for managing capital;

 (ii)  summary quantitative data about what it manages as capital;

 (iii)  whether during the period it complied with any externally imposed capital requirements  
 to which it is subject; and

 (iv)  when the company has not complied with such externally imposed capital requirements 
 the consequences of such non-compliance.
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4.  NeW accOuNtiNG PrONOuNceMeNts (cont’d)
 Section 3031 – Inventories
 this section prescribes the accounting treatment for inventories and provides guidance on the determination 

of costs and its subsequent recognition as an expense, including any write-down to net realizable value. it also 
provides guidance on the cost formulas that are used to assign costs to inventories. 

 
 Section 3862 – Financial Instruments – Disclosures
 this section requires entities to provide disclosure of quantitative and qualitative information in their financial 

statements that enable users to evaluate (a) the significance of financial instruments for the entity’s financial 
position and performance; and (b) the nature and extent of risks arising from financial instruments to which the 
entity is exposed during the period and at the balance sheet date, and management’s objectives, policies and 
procedures for managing such risks. entities will be required to disclose the measurement basis or bases used, 
and the criteria used to determine classification for different types of instruments. 

 the section requires specific disclosures to be made, including the criteria for:

 (i) designating financial assets and liabilities as held for trading;

 (ii)  designating financial assets as available-for-sale; and

 (iii) determining when impairment is recorded against the related financial asset or  
 when an allowance account is used.

5.  iNcOMe tax

 a) a reconciliation of income taxes at statutory rates with the reported taxes is as follows:

  

    2007  2006
 

loss before income taxes $ (31,258,557) $ (8,739,788) 

Canadian statutory tax rate  34.12%  34.12% 

   

expected income tax (recovery)  (10,665,420)  (2,982,016) 

Difference in foreign tax rates  1,398,681  163,227 

items (deductible)/not deductible for income tax purposes  (6,761,175)  994,203 

Change in combined statutory tax rate  (765,149)  35,856 

Change in valuation due to foreign exchange  

on reporting currencies   (4,645,831)  (730,645) 

Change in valuation allowance   21,438,894  2,519,375

 total income taxes (recovery) $ — $ —

    

represented by:    

Current income tax  —  — 

Future income tax (recovery)  —  —
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5.  iNcOMe tax (cont’d) 

 b) the significant components of the Company’s future income tax assets and liabilities are as follows: 

     2007  2006
 

Future income tax assets    

Non-capital losses $ 7,485,164 $ 1,364,109 

Capital losses  2,875,227  — 

unamortized share issue costs  3,650,912  1,042,194 

 

tax value of resource properties and plant and  

equipment costs in excess of net book value of  

resource property and plant and equipment  10,488,188  654,294

     24,499,491  3,060,597 

less: Valuation allowances  (24,499,491)  (3,060,597)

    $ — $ —

 c) the Company has non-capital loss carry forwards as follows:

  

      Papua 
  Canada  Australia  New Guinea

 

2009 $ 47,000 $ — $ — 

2010  169,000  —  — 

2014  184,000  —  — 

2015  297,000  —  — 

2019  —  —  18,000 

2020  —  —  5,000 

2021  —  —  7,000 

2022  —  —  10,000 

2023  —  —  54,000 

2024  —  —  42,000 

2025  —  —  12,000 

2026  3,325,000  —  186,000 

2027  19,900,000  —  — 

Not limited  —  3,070,000  —

 total non-capital losses $ 23,922,000 $ 3,070,000 $ 334,000

  
the Company has incurred certain resource related expenditures of approximately $50,200,000 (2006— 
$2,180,978), which may be carried forward indefinitely and used to reduce prescribed taxable income in  
future years.
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5.  iNcOMe tax (cont’d) 

c) the Company has non-capital loss carry forwards (cont’d)
 Future income tax assets are not recorded for the above tax loss carry-forwards due to complete uncertainty of 

their recovery. the tax losses may be subject to audit and adjustment by local tax authorities as well as other 
local regulations.

6.  restricteD casH
 restricted cash of $201,436 (2006 — $101,674) has been provided as security for two leases and 26 tenements 

held in Papua New Guinea. $93,393 (2006 — $50,248) is being held on deposit at the australia and New Zealand 
Banking Group in australia as security for the office lease for Nautilus Minerals Pacific Pty ltd. $51,685 (2006 — 
$51,426) is being held on deposit at the australia and New Zealand Banking Group limited in Papua New Guinea 
as security for a vehicle that has been leased by the Company. the funds are restricted until the expiration of 
the leases being 30 May 2009 and 10 august 2009 respectively. $56,358 (2006 – Nil) is being held on deposit at 
Mineral resources authority of Papua New Guinea as security for tenement licences.

7.  PrOPertY, PlaNt aND eQuiPMeNt
 Details are as follows:

        Written-      Written- 
    Accumulated  down    Accumulated down  
  Cost  Amortization  Value  Cost  Amortization Value

 

leasehold   
improvements  296,611  84,868  211,743  71,133  11,725  59,408 

Plant & equipment  285,345  14,690  270,655  —  —  — 

Office equipment  151,128  8,533  142,595  39,265  1,010  38,255 

Computer hardware  352,843  87,808  265,035  75,716  9,624  66,092 

Computer software  303,926  66,914  237,012  50,141  4,627  45,514 

tradeshow  
display equipment  3,876  3,468  408  3,876  581  3,295 

subsea equipment  
under construction  2,710,311  —  2,710,311  —  —  —

   $4,104,040  $266,281  $3,837,759  $240,131  $27,567  $212,564

8.  MiNeral PrOPerties
 the Company has titles granted and applications lodged that provide the Company with rights to explore for 

minerals in offshore Papua New Guinea, tonga and solomon islands.  in addition, the Company has lodged explo-
ration or prospecting applications in the exclusive economic Zones of Fiji and New Zealand. 

 Acquisition of  Mineral Properties
 in 2006, the Company entered into an agreement with Barrick Gold inc. (“Barrick”), following its acquisition of 

Placer Dome, to terminate the farm-in agreement and convert its joint venture interest into an equity interest in 
the Company. Pursuant to the terms of this termination agreement, Nautilus Minerals Niugini ltd. acquired the 
remaining interest which Barrick held in the PNG licences in return for Barrick being issued with Common shares 
in the Company. the Company thereby secured a 100% interest in all the PNG licences. in addition, pursuant to 
the terms of the termination arrangements, Barrick transferred all of Placer Dome’s expertise, intellectual prop-
erty and know-how in relation to the farm-in, together with, access to key consultants and relevant business re-
lationships to the Company, allowing the Company to itself thereafter manage and operate the solwara Projects. 
the value of the shares issued to Barrick was $12,213,367, which was capitalized as mineral property acquisition 
costs in 2006.

Notes to Consolidated Financial Statements
 

    December 31, 2007 (expressed in U.S. dollars)
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Notes to Consolidated Financial Statements
 

    December 31, 2007 (expressed in U.S. dollars)

8.  MiNeral PrOPerties (cont’d) 
Acquisition of  Mineral Properties (cont’d)

     year ended   year ended 
    December 31, 2007  December 31, 2006

 
assaying and sampling $ 178,303 $ 12,820 

Boat charters and fuel  13,367,234  6,229 

Drilling   497,812  — 

engineering services  8,560,942  191,584 

environmental consulting  800,283  60,953 

General   3,361,713  2,060,596 

Geological and field expenses  7,005,377  179,957 

Maps, reports and data  2,098,204  768 

Mineral property fees  838,928  272,385 

supplies   286,636  53,349 

travel   1,182,826  55,880 

Wages and salaries  2,698,484  386,416

    $ 40,876,742 $ 3,280,937

 
in order to maintain the exploration leases, licences and permits in which the Company is involved, the Company 
is expected to fulfil the minimum annual expenditure conditions under which the tenements are granted. these 
obligations may be varied from time to time, subject to approval, and are expected to be fulfilled in the normal 
course of operations of the Company. the exploration commitments are based on those exploration tenements 
that have been granted and may increase or decrease depending on whether additional applications are granted, 
relinquished or form joint ventures in the future.

 Based on tenements granted at December 31, 2007, total rental commitments are $680,000 and total expendi-
ture commitments are $31.8 million over the life of the licences which extend to a maximum of five years. 

9.  relateD PartY traNsactiONs
 except as noted elsewhere in these financial statements, related party transactions for the year ended December 

31, 2007 are as follows:

 a) included in management fees is $51,578 (2006 — $197,317) for management fees  
 paid to a company controlled by a director;

 b)  included in professional fees is $Nil (2006 — $65,566) for legal fees paid to firms  
 in which a director is a partner; and

 c)  included in accounts payable and accrued liabilities is $21,781 (2006 — $9,738) for amounts owed  
 to a company controlled by a director of the Company for management and consulting.

 these transactions are in the normal course of operations and are measured at the exchange amount, which is 
the amount of consideration established and agreed between the related parties.
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10.  sHare caPital
 a) Details of  share capital

 authorized: unlimited common shares without par value

     Shares   Amount
 

issued and allotted   

 Balance — December 31, 2005  — $ 4,472,809 

  Balance NMi shares pre-acquisition  12,442,892  — 

  adjustment to shares issued in NMi  

  as at acquisition (6 for 1 consolidation)  (10,369,076)  —

     2,073,816  4,472,809 

  shares issued on acquisition of NMi  30,519,541  (281,765) 

  shares issued for cash – private placement  44,759,092  117,411,234 

  Fractional shares issued  51  — 

  shares issued on exercise of options  220,250  272,680 

  shares issued on exercise of special warrant  4,783,163  12,213,367 

  Fair market value of options exercised  —  139,104 

  share issuance costs  —  (7,970,062)

  Balance — December 31, 2006  82,355,913  126,257,367 

  shares issued for cash – Private placement  58,643,146  214,905,189 

  Proportional allocation of warrants attached to private placements —  (15,817,775) 

  shares issued on exercise of warrants  4,557,830  19,456,304 

  shares issued on exercise of options  366,582  679,584 

  Fair market value of options exercised  —  376,376 

  Fair market value of warrants exercised  —  4,572,030 

  share issuance costs  —  (15,575,143) 

  agent’s warrants issued as share issuance costs  —  (3,447,339)

  Balance — December 31, 2007  145,923,471 $ 331,406,593

 
 b) Private placements
 On February 2, 2007, the Company completed, in conjunction with an aiM listing, a private placement of 

27,438,606 common shares at 185 pence per share for gross proceeds of £50,761,421 ($100,000,000 on date of 
transaction). the costs related to this issue, in aggregate of $9,076,340 have been netted against the new capital 
raised. in addition, 549,395 broker warrants at a price of £2.31 per share and 549,910 warrants at price of £2.15 
per share to be exercised prior to February 2, 2009 were issued in relation to the placement. the estimated fair 
value of these warrants was $1,756,484.
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10.  sHare caPital (cont’d)
 b) Private placements (cont’d)
 On February 20, 2007, the Company completed a private placement of 20,344,850 units at C$4.35 per unit for 

gross proceeds of C$88,500,097 ($75,225,082 on date of transaction). each unit consists of one common share 
and one-half of one warrant of the Company. each whole warrant entitles the holder to purchase one additional 
common share of the Company at a price of C$5.655 per share prior to February 21, 2009. the estimated fair 
value of the warrants was calculated using the Black-scholes options pricing model. the estimate of the fair value 
of the warrants was based upon a volatility of 75%, a risk free interest rate of 4.06% and an expected life of 2 
years. the costs related to this issue, in aggregate of $4,613,767 have been netted against the new capital raised. 
in addition, 368,449 broker warrants at a price of C$5.655 per share to be exercised prior to February 21, 2009 
were issued in relation to the placement. the estimated fair value of these warrants was $555,153.

 On November 29, 2007, the Company completed a private placement to epion Holdings limited of 10,859,690 units 
at C$3.60 per unit for gross proceeds of C$39,094,884 ($39,372,461 on date of transaction). each unit consists of 
one common share and one-fifth of one warrant of the Company. each whole warrant entitles the holder to purchase 
one additional common share of the Company at a price of C$3.80 per share prior to November 29, 2009. the es-
timated fair value of the warrants of $2,745,599 was calculated using the Black-scholes options pricing model. the 
estimate of the fair value of the warrants was based upon a volatility of 77.97%, a risk free interest rate of 4.10% 
and an expected life of 2 years. the costs related to this issue, in aggregate of $6,164,079 have been netted against 
the new capital raised. in addition, 1,085,969 broker warrants at a price of C$3.80 per share to be exercised prior to 
November 29, 2009 were issued in relation to the placement. the fair value of these warrants was $1,967,406.

 c) Details of  contributed surplus:

       Amount
 

Balance — December 31, 2005    239,738 

 Fair value of stock-based compensation    3,001,000 

 Fair value of warrants issued    5,858,648 

 Fair value of exercised options    (139,104) 

 issue of special warrant     12,213,367 

 transferred to share capital on exchange of special warrant for common shares  (12,213,367)

 Balance — December 31, 2006     8,960,282 

 Proportional allocation of warrants attached to private placements   15,817,775 

 agent’s warrants issued as share issuance costs    3,447,339 

 Fair value of stock-based compensation    6,897,376 

 Fair market value of options exercised    (376,376) 

 Fair market value of warrants exercised    (4,572,030)

 Balance — December 31, 2007   $ 30,174,366
  
 
 d) Share purchase options 
 the Company has established a share purchase option plan whereby the Board of Directors may, from time to 

time, grant options to directors, officers, employees or consultants. Options granted must be exercised no later 
than five years from the date of grant or such lesser period as determined by the Company’s Board of Directors. 
the exercise price of an option must be determined in accordance with the share purchase option plan. the 
Board of Directors must determine the vesting period in accordance with the share purchase option plan. 
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    December 31, 2007 (expressed in U.S. dollars)

10.  sHare caPital (cont’d) 
d) Share purchase options 

 the changes in share purchase options outstanding are as follows:

  

     Contractual 
    Weighted average weighted average

    Number of options exercise price (in C$) remaining life (in years)
 

Balance — December 31, 2005 1,800,000 0.63 2.3 

 acquired on acquisition of Orca 100,500 1.99 

 Granted 5,997,964 2.71  

 exercised (220,250) 1.43 

 expired/cancelled (350,000) 2.20 

 Balance — December 31, 2006 7,328,214 2.76 2.0 

 Granted 7,433,639 5.18  

 exercised (366,583) 1.90  

 expired/cancelled (645,000) 6.14 

 Balance — December 31, 2007 13,750,270 3.93 2.9

 the following table summarizes information about stock options as at December 31, 2007:

 

 TOTAL OPTIONS OUTSTANDINg ExERCISAbLE OPTIONS

    Weighted average   Weighted    Weighted 
Range of   remaining  average    average 
average exercise   contractual life  exercise    exercise 
price (in C$) Shares  (in years)  price (in C$)  Shares  price (in C$)

 1.00 – 1.99 601,667  0.5  1.40  451,667  1.40 

2.00 – 2.99 3,409,964  1.2  2.20  2,175,964  2.20 

3.00 – 3.99 2,445,000  2.8  3.20  1,161,500  3.20 

4.00 – 4.99 2,303,639  2.5  4.69  337,012  4.82 

5.00 – 5.99 4,550,000  4.7  5.33  60,000  5.12 

6.00 – 6.99 440,000  2.5  6.38  88,000  6.38

  13,750,270  2.9  3.93  4,274,143  2.72

 

 the fair value of the options granted is estimated on the date of grant using the Black-scholes option pricing 
model with the following weighted average assumptions:

  

  Options issued in 2007
 

expected dividend yield    Nil 

expected stock price volatility    75.48% 

risk-free interest rate    4.01% 

expected life of options in years    4.16
 
 the weighted average fair value of the options granted was C$2.31.
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10.  sHare caPital (cont’d)
 d) Share purchase options (cont’d)
 Option pricing models require the input of highly subjective assumptions including the estimate of the share 

price volatility. Changes in the subjective input assumptions can materially affect the fair value estimate, and 
therefore, the existing models do not necessarily provide a reliable single measure of the fair value of the Com-
pany’s stock options.

 
 
 e) Warrants
 as at December 31, 2007, the following share purchase warrants were outstanding:

 

Number   Price per share  Expiry date

 

 48,611 C$ 1.50   May 4, 2008 

 750,000 us$ 5.00   june 1, 2008 

 185,000 us$ 3.30   December 7, 2008 

 549,395 GBP£ 2.31   February 2, 2009 

 549,910 GBP£ 2.15   February 2, 2009 

 10,540,874 C$ 5.655   February 21, 2009 

 3,257,907 C$ 3.80   November 28, 2009

  15,881,697  

 During the year the following share purchase warrants were exercised:

    No. of   No. of 
Date exercised warrants exercised Price per share Total proceeds shares issued

 November 1 1,145,000 us$ 3.00 us$ 3,435,000 1,145,000 

November 2 305,000 us$ 3.00 us$ 915,000 305,000

 December 11 98,028 C$ 1.10 C$ 107,831 107,830

 December 20 3,000,000 us$ 5.00 us$ 15,000,000 3,000,000

    4,548,028     4,557,830

 the changes in share purchase warrants outstanding are as follows:    
       

         Contractual
       Weighted average  weighted average 

    Number of warrants  exercise price (in $C)  remaining life (in years)
 

Balance – December 31, 2005  —  —  — 

 Granted  5,531,639  4.94 

 Balance – December 31, 2006  5,531,639  4.94  1.8 

 Granted  14,898,086  5.21  

 exercised  (4,548,028)  4.90

 Balance – December 31, 2007  15,881,697  5.21  1.3
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11. seGMeNteD iNFOrMatiON
 the Company has one operating segment, being exploration. Details on a geographical basis are as follows:

   Australasia  North America  Total
 

DeCeMBer 31, 2007       

total assets $ 161,978,986 $ 165,117,034 $ 327,096,020 

loss for the year ended 31 December 2007 $ 33,667,596 $ (2,409,039) $ 31,258,557 

DeCeMBer 31, 2006       

total assets $ 13,350,545 $ 111,819,103 $ 125,169,648 

loss for the year ended 31 December 2006 $ 2,531,640 $ 6,208,148 $ 8,739,788

 

12.  cOMMitMeNts aND cONtiNGeNcies

     December 31, 2007  December 31, 2006
 

a) Non-cancellable operating leases   

Not later than 1 year  418,909  138,817 

later than 1 year and not later than 2 years  245,610  144,803 

later than 2 years and not later than 3 years  8,100  66,331 

later than 3 years and not later than 4 years  6,894  2,207 

later than 4 years and not later than 5 years  3,484  3,329 

later than 5 years  —  —

    $ 682,997 $ 355,487 

b) Non-cancellable consulting agreements    

Not later than 1 year  370,320  283,459 

later than 1 year and not later than 2 years  —  131,388 

later than 2 years and not later than 3 years  —  — 

later than 3 years and not later than 4 years  —  — 

later than 4 years and not later than 5 years  —  — 

later than 5 years  —  —

    $ 370,320 $ 414,847

 total Commitments $ 1,053,317 $ 770,334

 in order to maintain the exploration leases, licences and permits in which the Company is involved, the Company 
is committed to fulfil the minimum annual expenditure conditions under which the tenements are granted. these 
obligations may be varied from time to time, subject to approval, and are expected to be fulfilled in the normal 
course of operations of the Company. the exploration commitments as at December 31, 2007 are detailed in  
Note 8. 
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12.  cOMMitMeNts aND cONtiNGeNcies (cont’d)
 in addition to the above, on December 18, 2007 the contract for the subsea Mining tool (“sMt”) was awarded 

to soil Machine Dynamics (“sMD”) of Newcastle upon tyne, uK. the contract is a £33 million milestone based 
contract for the design and production of two identical sMts which will be used for production on the solwara 1 
Project. this contract is cancellable by the Company at any time; however the Company will be liable for any costs 
incurred by sMD at that point in time. No other penalties or cancellation fees are payable under the contract.

 Contingencies
 CSIRO
 the Company is a party to a contract with the Commonwealth scientific and industrial research Organization 

(“CsirO”) whereby the Company would pay a$500,000 when its Net income first exceeds a$10 million; and a 
further a$500,000 when Net income first exceeds a$20 million.

 Jan De Nul
 On july 6, 2007, the Company announced the lapse of an agreement with Belgium-based dredging company, jan 

De Nul. the terms of agreement entered into on October 1, 2006 stated that the agreement would continue until 
one of the following events occurred, whichever was the first:

 i) the parties signed a formal contract for the Works; or

 ii)  the Parties did not reach an agreement to costs, engineering design  
 and performance of the special equipment on or before july 1, 2007.

 the agreement also provided that if the terms of agreement was terminated by Nautilus under item (ii) above 
then a cancellation fee of €1 million ($1.47 million) would be reimbursed to jan De Nul. the parties did not reach 
agreement on costs, design and performance by july 1, 2007 and, although the Company sought an extension 
on june 29, 2007 of the terms of agreement, jan De Nul would not agree to an extension and accordingly the 
terms of agreement lapsed. jan De Nul has made a claim for a cancellation fee of €1 million. the Company has 
rejected their claim on the basis that the Company did not terminate the agreement. the matter is unresolved.

 Milestone-based shares
 Nautilus has entered into an agreement with a consulting group, who are providing services to the solwara 1 

Project, where part of the consideration for services, are the issue of up to 300,000 fully paid common shares in 
the Company in stages subject to the achievement of each of the following project milestones:

 i)  signing of a project development agreement between Nautilus and the  
 Government of PNG — 60,000 common shares;

 ii)  Obtaining unencumbered title to the area of land where Nautilus decides to locate the  
 processing plant — 60,000 common shares;

 iii) the required agencies of the government of PNG approve the environmental impact statement  
 for the solwara 1 Project — 60,000 common shares;

 iv)  the grant of a mining lease over the solwara 1 resource within e1196 on terms acceptable to  
 Nautilus Minerals — 60,000 common shares; and

 v)  Commercial completion of the solwara 1 Project which is defined as being the point at which  
 commissioning is complete and the operation has been producing concentrate at a rate of at  
 least 70% scheduled rate for a period of 3 months — 60,000 common shares.
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 Nautilus Minerals inc. (“Nautilus”) is following the lead by the petroleum industry to tap vast offshore  

resources and is planning to mine high-grade seafloor Massive sulphide (“sMs”) deposits of copper, zinc gold 

and silver. Mine planning is well underway for the world’s first seafloor copper gold mine in 1,500 metres of 

water at the solwara 1 project in Bismarck sea in PNG, 50 km north of the rabaul township. the company 

holds 365,000 km2 of tenement licences and exploration applications in the territorial waters of Papua New 

Guinea, Fiji, tonga, the solomon islands and New Zealand along the western Pacific Ocean’s rim of Fire. listed 

on the toronto (tsx) and london (aiM) exchanges, Nautilus has among its cornerstone shareholders three of 

the world’s largest resource companies and its alliances and technical partnerships position it as the world 

leader in underwater exploration of sMs deposits.

      
     
    Information as at March 31, 2008

     Shares on issue

 
Common shares outstanding   145,937,471 

Warrants  15,881,697 

Options    13,681,697

 Fully diluted   175,500,865

  

     
    Market capitalization (March 31, 2008)

 

uNDiluteD 

Nus: tsX C$  334,196,809 

Nus: aiM  £  158,634,013
 

Corporate Profile
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Corporate Governance

cOrPOrate GOverNaNce POlicY

Nautilus’ Board of Directors and its management team are 

committed to a high standard of corporate governance.

the Board is aware of, and continues to have regard for, glob-

al developments in relation to corporate governance best 

practice. the Board, along with management, has adopted 

an approach of continuous improvement to review and de-

velop appropriate policies and supporting systems to ensure 

transparency and the integrity of our business practices.

the Board of Directors has the following responsibilities: 

 • setting Nautilus’ strategic objectives;

 • evaluating corporate risks and opportunities;

 • approving annual budgets;

 • monitoring performance against such budgets;

 • promoting ethical and responsible corporate conduct;

 • addressing succession planning;

 • evaluating Board needs and performance; and

 • fostering a system of effective, accurate  
 and timely public disclosure.

BOarD cOMPOsitiON

the Board made a number of changes to its composition 

during the year. Mr. Farhad Moshiri was added as a Non-

executive Director following the Company’s aGM in 2007. 

Mr. Moshiri is Chief executive of london-listed europe steel 

Plc. He is a qualified Chartered Certified accountant, having 

previously been employed by Deloitte & touche. He has ex-

tensive experience with a number of russian and uK-based 

steel and mining companies. His directorships include epion 

Holdings limited, ural steel, ZaO Metalloinvest, and Gal-

lagher Holdings limited.

in addition, the Board strengthened its technical skills 

through the appointment of Mr. john O’reilly. Mr. O’reilly 

holds a Bsc in Metallurgy and an Msc in Mineral Process De-

sign. Mr. O’reilly has over 40 years experience in the inter-

national mining industry including 19 years with rio tinto 

Plc. (“rio tinto”), including Head of technology and Head of 

Gold and Other Minerals, based in london, and a secondment 

to the lihir Management Company as Managing Director.  

Mr. O’reilly was the inaugural Chief executive Officer of li-

hir Gold limited. in Papua New Guinea, a plus 40 million 

ounces gold resource, where he was responsible for the 

design, engineering, construction and initial operation of 

the us$900 million lihir mine, plant and associated infra-

structure. Mr. O’reilly retired as a Non-executive Director 

of lihir Gold limited in end 2006.



BalaNce OF NON-executive  

aND executive DirectOrs

the Chairman of the Board is independent, taking the total 

number of independent Directors to three. the Board con-

tinues to review the balance and composition of the Board 

and its Committees regularly to ensure that it has an appro-

priate balance and a good mix of skills and experience. the 

Board also considers the need to refresh the Board and its 

Committees.
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BOarD cOMMittees

specific responsibilities have been delegated to two Board 

Committees which have access to independent expertise at 

the Company’s expense. the Committees are:

• audit Committee; and

• Nomination and remuneration Committee

Audit Committee
the function of the audit Committee is to assist the Board 

in fulfilling its responsibilities associated with the prepara-

tion and independent audit of the Company’s accounts, its 

external financial reporting, its internal control structure, 

risk management systems and audit function. the audit 

Committee operates in accordance with a charter adopted 

by the Board. the audit Committee consists of three Board 

members who are all independent.

Nomination and Remuneration Committee
the Nomination and remuneration Committee is respon-

sible for, amongst other things, reviewing the remuneration 

of the Chief executive Officer and other senior executives, 

establishing criteria for membership of the Board and its 

Committees, and processes for the identification of suitable 

candidates and reviewing management succession plan-

ning. the Nomination and remuneration Committee oper-

ates in accordance with a charter adopted by the Board. the 

Nomination and remuneration Committee consists of three 

Board members who are all non-executive directors with the 

majority being independent.



Board of Directors
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GeOFF lOuDON 
Chairman and Director
Geoff loudon is a london-based mining professional with 

qualifications in geology and engineering. His international 

experience is extensive and covers resource exploration, de-

velopment, production and finance. Mr. loudon has worked 

in australasia, asia, the americas and europe. 

Mr. loudon was founder and chairman of Niugini Mining, dis-

coverer of the lihir gold deposit in Papua New Guinea which 

was developed by rio tinto in 1995. Mr. loudon remains a 

founding director of lihir Gold limited, listed on the Nas-

DaQ, tsX and australian stock exchange, and is chairman 

of l&M Petroleum limited, listed on the australian stock 

exchange and the New Zealand stock exchange. Mr. loudon 

is also a fellow of the australasian institute of Mining and 

Metallurgy. 

 

DaviD HeYDON 
President, Chief  Executive Officer and Director
David Heydon, an applied geologist, has been president 

and CeO of the Nautilus Group since 2003. Mr. Heydon’s 

primary focus is to commercialize the opportunity and po-

sition Nautilus as the world leader in this new offshore min-

ing industry. Mr. Heydon is responsible for the corporate 

affairs of Nautilus and its development strategy, including 

the introduction of epion Holdings limited, anglo ameri-

can plc, and teck Cominco limited as major sharehold-

ers. in addition, Mr. Heydon led the initial Public Offering 

(“iPO”) of Nautilus on the tsX and aiM, and raised over 

us$360 million in the last two years to fund development 

of the world’s first sMs mine.

 

Mr. Heydon is a foundation fellow of the australian institute 

of Company Directors, a director of the international Marine 

Minerals society, a co-sponsor of the underwater Mining in-

stitute, a member of the international society of Offshore 

and Polar engineers and a member of the australasian in-

stitute of Mining and Metallurgy. He is also a member of the 

engineering Committee on Oceanic resources (“eCOr”) 

specialist Panel on deepwater mining.

DaviD e. De Witt
Director
David De Witt is a founder and chairman of Pathway Capi-

tal limited, a private venture capital firm, and is involved 

in all aspects of its investment activity including analysis 

of investment opportunities, negotiation and structuring of 

transactions and fundraising activities.

 

Prior to forming Pathway Capital limited, Mr. De Witt was 

a partner in a venture capital corporation where he was in-

volved in strategic planning, acquisitions and investment de-

cisions. Mr. De Witt also spent 15 years as a practising lawyer  

specializing in corporate and securities law, initially with 

Clark Wilson in Vancouver and thereafter as a founding part-

ner in his own law firm.

 

Mr. De Witt joined the Vancouver stock exchange in the list-

ings Department in 1980 where he was the first lawyer to be 

hired by the venture exchange. Mr. De Witt graduated with a 

Bachelor of Commerce degree from the university of British 

Columbia in 1975 and a Bachelor of law degree, also from 

the university of British Columbia, in 1978.

 

He was previously a director and corporate secretary of 

arequipa resources limited, which was acquired by Barrick 

Gold in 1996. additionally, Mr. De Witt was a founder of and 

director of Peru Copper, which was acquired by the alumi-

num Corporation of China in july, 2007. Mr. De Witt is cur-

rently a director of Bear Creek Mining Corp.
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russell DeBNeY 
Director
russell Debney was chairman of the Board of Directors of 

Nautilus Minerals Niugini limited and Nautilus Minerals Oce-

ania limited prior to the acquisition of those companies by 

Nautilus. He has been actively involved in their development 

strategy, almost since inception. He is based in sydney, aus-

tralia and is a qualified commercial and corporate lawyer as 

well as a director of a number of companies in the mining 

and resources industry. 

Mr. Debney has extensive experience in the management, fi-

nancing and structuring of resource projects, particularly in 

the offshore environment. He was a director and senior vice 

president of Global engineering Group, a world leading off-

shore oil and gas engineering company for nearly 15 years.

FarHaD MOsHiri 
Director
Farhad Moshiri joined the Board in june 2007. Mr. Moshiri 

is chief executive of london-listed europe steel Plc. He is a 

qualified Chartered Certified accountant, having previously 

been employed by Deloitte & touche. He has extensive ex-

perience with a number of russian and uK-based steel and 

mining companies. His directorships include epion Holdings 

limited, ural steel, ZaO Metalloinvest and Gallagher Hold-

ings limited.

JOHN O’reillY 
Director
john O’reilly joined the Board in December 2007. Mr. O’reilly 

holds a Bsc in Metallurgy and an Msc in Mineral Process De-

sign. He has over 40 years experience in the international 

mining industry including 19 years with rio tinto Plc (“rio 

tinto”), including head of technology and head of gold and 

other minerals, based in london and a secondment to the 

lihir Management Company as managing director. He was 

the inaugural chief executive officer of lihir Gold limited in 

Papua New Guinea, a plus 40 million ounces gold resource, 

where he was responsible for the design, engineering,  

construction and initial operation of the us$900 million  

lihir mine, plant and associated infrastructure. He retired 

as a non-executive director of lihir Gold limited at the end 

of 2006.



Corporate Information
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BOarD OF DirectOrs
GeOFF lOuDON
Chairman of Directors 

DaViD HeyDON
President & CeO

DaViD De Witt 
Director

russell DeBNey 
Director 

FarHaD MOsHiri 
Director

jOHN O’reilly 
Director

OFFicers & MaNaGeMeNt
DaViD HeyDON
President & CeO

aNtHONy O’sulliVaN
Chief Operating Officer

sHONtel NOrGate
Chief Financial Officer

MiCHael jOHNstON
Vice President, Corporate Development

stePHeN rOGers
Chief Development Officer

sCOtt treBilCOCK
Vice President, Business Development

Mel tOGOlO
Papau New Guinea, Country Manager

Paul tauMOePeau 
tonga, Country Manager 

traNsFer aGeNt aND reGistrar
the transfer agent and registrar for the shares of the  
Company is Computershare, its offices are located at: 

9th Floor, 100 university avenue
toronto, ON M5j 2y1  Canada

Computershare trust Company inc. located in Bristol,  
uK is acting as uK co-transfer agent.

aNNual iNFOrMatiON FOrM
the Company prepares an annual information Form (“aiF”) 
which is filed with the securities commissions in Canada.  
Copies of the aiF, annual and quarterly reports are available 
at the Company’s website: www.nautilusminerals.com

FOr sHareHOlDer accOuNts 
inquiries in Canada:
telephone: 1.800.564.6253 (toll free in North america)
international: +514.982.7555
e-mail: service@computershare.com  

inquiries in the united Kingdom:
telephone:  0870.702.0003
 
Or write to: Computershare investor services plc
PO Box 82, the Pavilions, Bridgwater road 
Bristol Bs997NH, united Kingdom

NOMiNateD aDviser & BrOKer (aiM)
Numis securities limited

iNvestOr relatiONs cONtact
institutional and individual investors seeking financial  
information about the Company are invited to contact  
scott trebilcock, Vice President, Business Development.
telephone: 1.416.551.1100
e-mail: investor@nautilusminerals.com
web: www.nautilusminerals.com

stOcK excHaNGe listiNG aND sYMBOls
the shares are listed on the toronto stock exchange  
(tsX) and on the london stock exchange (aiM) under  
the symbol Nus.

auDitOrs
PricewaterhouseCoopers llP

BaNKers
Canadian imperial Bank of Commerce
aNZ Banking Corporation

aNNual MeetiNG
The Annual General Meeting of  Shareholders will be held  
at 10:00 am, June 4, 2008, at Numis Securities Limited,  
The London Stock Exchange Building 10 Paternoster Square,  
London EC4M 7LT
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ENvIRONMENTAL SAvINgS
this annual report was printed on 100% recycled paper, processed with 
chlorine-free 100% post-consumer waste fibre and manufactured using 
non-polluting, wind-generated energy and bio gas energy, all of which 
are alternative green energy sources. this process reduces greenhouse 
gas emissions that contribute to global warming. By choosing this paper 
stock we have achieved the following environmental savings:

Based on 4,500 annual reports printed*

trees
23.78 trees preserved for the future

Water
31.13 kg of waterborne waste not created

Waste Water
38,230 litres of waste water not created

sOliD Waste
507 kg solid waste not generated

GHG eMissiONs
997 kg greenhouse gasses prevented

eNerGY
16,840,880 Btus energy not consumed
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Nautilus MiNerals iNC.
Corporate Office
141 adelaide street West, suite 801
toronto, Ontario, Canada M5H 3l5
www.nautilusminerals.com
email: office@nautilusminerals.com
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email: investor@nautilusminerals.com
tel: +1 416.551.1 100
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