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PART |

This Annual Report on Form 10-K for the year enBedember 31, 1998 (this "Form 10-K") contains "fardr looking statements" within
the meaning of Section 27A of the Securities Act®83, as amended (the "Securities Act"), and 8e@LE of the Exchange Act of 1934, as
amended (the "Exchange Act"), that involve riskd ancertainties. Purchasers of any of the commareshno par value

(the "Common Stock") of Altair International In€A{tair" or the "Company")

are cautioned that the Company's actual resultsliffiér (and may differ significantly) from the salts discussed in the forward-looking
statements. Factors that could cause or contribugach differences include those factors discubseein under "Factors That May Affect
Future Results" and elsewhere in this Form 10-Kegally. The reader is also encouraged to reviewrdilings made by the Company with
the Securities and Exchange Commission (the "Cosian®) describing other factors that may affectifatresults of the Company.

Exchange Rate Information.

The following exchange rates represent the noomiguyate in New York City for cable transfers inr@aian dollars, as certified for customs
purposes by the Federal Reserve Bank of New Ydik.fdllowing table sets forth, for each of the peiadicated, the period end exchange
rate, the average exchange rate (i.e., the avefabe exchange rates on the last day of each nthnthg the period), and the high and low
exchange rates of the U.S. dollar in exchangeh®Ganadian dollar for the years indicated belagel on the noon buying rates.

Year Ended December 31,

1998 1997 1996 1995 199 4

--------- (Canadian dollar per US dolla-r_)-m

High. e 1.5770 1.4398 1.3822 1.4238 1.40 78
LOW..vitiieiiiieiee e 1.4075 1.3392 1.3310 1.3285 131 03
Average........ccccceveeeeninnanne 1.4894 1.3849 1.3638 1.3725 1.36 64
Year End........ccooovveveinnns 1.5375 1.4288 1.3697 1.3655 1.40 30

Item 1. Business. General.
A glossary of technical terms used in the followitescription of the Company's business is set fatrthe conclusion of this Item 1.

Altair International Inc. was incorporated undes taws of the Province of Ontario, Canada in Ap&v3 for the purpose of acquiring and
developing mineral properties. Unless the contegtiires otherwise, all references to "Altair," '@itinternational Inc.," or the "Company" in
this Prospectus refer to Altair International land each of its subsidiaries.

Since 1994, the Company has increasingly shifeedritphasis from the acquisition and developmentinéral properties to the development
and testing of mineral processing equipment forimgke recovery of fine, heavy mineral particlieg]uding titanium, zircon, gold and
environmental contaminants. The Company has atseth and seeks to lease or acquire, lease midegasits suitable for the use of its
mineral processing equipment.

During 1996, Altair acquired the rights to the Cdomlb Centrifugal Jig, since modified and renamesl Afitair Centrifugal Jig (the "Jig"),
through a merger involving the Company, Fine Gobtd®ery Systems, Inc., a wholly owned subsidiarthefCompany ("Fine Gold"), and
Trans Mar, Inc., a Washington corporation ("TMIThe Jig is a machine that uses a rotating circadegen
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and pulsating water to separate valueless minaréicfes from more valuable mineral particles basedhe differences in their specific
gravity. In tests, the Jig has proven capable gfesgating and recovering extremely fine mineratipkas which are not economically
recoverable using existing conventional techniqé@dtsir is presently testing and customizing thg fdir use in the recovery of heavy minel
such as titanium and zircon and for use in the wgsbf coal. Management believes that the Jig caldd be used to recover other minerals
such as gold and for environmental remediation."S@echnology and Proprietary Rights."

Altair has also leased, and is exploring, an apprately 13,600 acre parcel of land near Camdenn@ssee (the "Tennessee Mineral
Property") to determine whether it would be ameeaabllarge-scale mining for titanium and zircomgstihe Jig or other equipment.
Preliminary reports suggest that the TennesseeriliReoperty contains significant amounts of valadizavy minerals, including titanium
and zircon, and is suitable for a large-scale saimihg operation with a multi-decade life. See ‘&rAhessee Mineral Property."

In October 1998, Altair acquired an option to eréo a mineral processing lease on a heavy mirsarad stockpile located near lone,
California (the "California Mineral Property"; celitively with the Tennessee Mineral Property, tdéneral Properties”). Although the
limited size of the California Mineral Property giggts that any mineral processing operation coedumt the property would be small scale
and short-term, existing data suggests that thekgiled materials grade between 14% and 31% heangrals (compared to 2% heavy
minerals content in some primary mine locationg)th@ heavy mineral content, approximately 50-65%mnenite, which is used as a feed
stock in the manufacture of titanium dioxide pigmeancommon ingredient in plastics, paints, andgpafltair has commenced initial drilling
to verify the content of the stockpile, and, if Buests reveal consistent, adequate mineral griitfaenite, Altair plans to commence gravity
separation tests and feasibility analysis someinmmi€99.

From a financial and accounting standpoint, the gamy is a development stage firm and has been gsiceeption. To date, the Company
has derived no revenues from product sales orwiberand has experienced an operating loss in gaayof operation. In the fiscal year
ended December 31, 1998, the Company experienadtom losses of $1,762,088.

Throughout this Form 10-K, the Company is sometineésrred to or defined as a "development stageipamy or firm. Such references are
for financial and accounting purposes only andirtended to signify that the Company is devotingssantially all of its efforts to
establishing a new business, and planned prinojpadations have commenced, but there has beegmificgint revenue therefrom.
References to the Company as a development staggacy are not intended to imply that exploratiotivétes with respect to the Tennessee
Mineral Property, the California Mineral Property,any other mineral deposits have disclosed a centially viable reserve. For purposes of
Regulation S-K, Item 802, Guide 7 promulgated uriderExchange Act of 1934, the Company should bsidered an "exploration stage”
company.

The Jig.

The Jig segregates particles based on differendiir specific gravity. Such technology may btegarized as a "gravity separation”
process. Gravity separators are widely used in raisdeneficiation because of their relative sicipfj low cost of operation and ability to
continuously treat large tonnage throughput. Mansage believes the Jig will prove able to econontycadcover smaller particles than can
presently be economically recovered by competimyity technologies. While not yet confirmed throwagtual operations, the cost to
manufacture and operate the Jig is expected tmbkasto the cost to manufacture and operate cdimgp@ravity separators, which can
efficiently process only particles larger than 188sh. In contrast, the Company's tests suggestthdig will be able to maintain relative
efficiency when processing feeds as small as 4Ghnfgee "--Competition." In tests conducted to datag the Jig to process relatively small
particles, the Jig has yielded product quality dgrand contaminates) equivalent to that yieldedlt®rnative technologies processing larger
particles. See "--Target Markets" and "--Competitio

Several prototype and demonstration Jigs have beitirand tested by the Company and TMI. Continfield testing of the Jig is being
undertaken to increase the volume capacity, ideatily design problems that may reside in the dilgrtelogy, evaluate the Jig's ability to
perform sustained operations, determine the paiefioti downtime during such operations and estintageanticipated maintenance costs
associated with continued operations.



In addition, field testing is being carried outitgprove operating design for specific applicatiofisere can be no assurance that the testing
program will be successful for all applicationstluat testing will demonstrate the Jig to be ecomaity attractive to end users. See "--Factors
That May Affect Future Results."

During 1998, the Company conducted preliminaryingsdf the Series 30 Jig at a mineral recovery tpbgerated by a large heavy mineral
sand producer located in northern Florida. Residltie testing indicate that the Series 30 Jigjsable of producing separation results
comparable in efficiency to those of the SeriegdityXor zircon concentrates. The Series 30 Jig,evaw is designed to be capable of
processing 500 tons of solids per day, or more thantimes the throughput capacity of the Seri2git). The volumes of solids per day that
the Series 30 and Series 12 Jigs are actually mpéprocessing have not been established thrtegjimg; however, the Company expects
that continued testing over the next six to twehanths will confirm that the two models can procissvolumes they have been designed to
process. The Company has also begun design woekléoger Jig that would have over twice the preitegcapacity of the Series 30 Jig. See
"--Research, Testing and Development.” Such inexkaapacity would enhance the Jig's commerciahpiatdor high volume applications
such as coal washing and recovery of iron ore fiAés, multiple units might be used in series arghlel configurations to process high
volume operations.

Preliminary demonstration tests conducted by then@mny and TMI suggest that the Jig may be commigreiable in a number of
applications, including:

o Recovery of ultra fine gold from waste streamfoomer tailings;

o Recovery of zircon, rutile, ilmenite, leucoxeaad other valuable fractions from heavy minerallsaperations, especially from finely sized
waste piles;

o Sulfur and ash removal from fine coal;

0 Recovery of tin and iron ore fines from fine itags;

o Concentration of heavy minerals, such as anaépseite, barite, cassiterite, chromite, columbitdustrial diamonds, fluorite, various
garnets, monazite, tantalite and wolframite;

o Remediation of nuclear waste.

Target Markets for the Jig.

The Company's present focus is on developing mafkethe Jig that have the greatest near-termtgofential. Although management of
the Company believes that, in the long run, theviig potentially be useful for a number of applmas, management believes that the most
promising markets for the Jig in the short runfarause in (i) processing of heavy mineral sandsrider to recover heavy minerals,
particularly zircon and titanium, (ii) washing adal fines in order to remove fine pyrite partickesl ash, and (iii) to a lesser extent,
environmental remediation.

Heavy Minerals Recovery. In the minerals arenaQbmpany is seeking to enter into royalty or lirditeeensing agreements under which the
Jig can add value to the beneficiation processa@ally the processing of heavy mineral sands.fi¢ation testing with the Series 12 Jig
suggests the Jig's potential for recovering ziftom heavy minerals sand dry mill tails in Florida.Phase 1 and 2 trials conducted by the
Company involving separation of commercial gradeari products from mineral sands, the Series 1%illgdrew a larger portion of zircon
from the feed ore than other mineral sands procgssjuipment in use today. In tests on zircon/cuirtate feeds conducted by the Comp:
the Series 12 Jig has yielded greater than 90%izitoncentrates and recovered up to 75% of therziied to the unit. Initial testing of the
Series 30 Jig on zircon/contaminate feeds produesualts which were generally equivalent to the &eti2 Jig. The Company plans more
extensive testing of the Series 30 Jig during 19&® "--Plan of Operation."

The primary valuable minerals produced from heauyemal sands are titanium and zircon. Titaniumssdiprimarily as a basic componen
titanium dioxide, a pigment used principally aslsitener and opacifier for paper, plastics and paimton is used primarily for foundry

molds and in the manufacture of certain types a¢gland ceramics. The Company believes the donaestimternational markets for both of
these products are significant and well establisBeth are commodities traded in bulk, usually urldag term contracts, and are also sold in
50-100 Ibs. bags, usually traded as a



spot-priced product. The U.S. Geological Surveyreasrted that production of titanium dioxide i thnited States during 1998 was
approximately 1,360,000 metric tons, representingagket value of approximately $3 billion. The UGeological Survey does not report
zirconium production for the United States; howewaecording to the 1993 Mineral Commaodities Sumesaprepared by the U.S. Departn
of the Interior, Bureau of Mines, consumption atahium in the United States during 1992 was apprately 75,000 metric tons,
representing a market value of approximately $ifillion. There can be no assurance that testinbdeiinonstrate that the Jig can
economically extract heavy minerals from heavy mafsesands or that the Jig will prove attractivenal users.

Coal Washing. During 1997, the Company tested gr&S 12 Jig to evaluate its ability to remove fiyeite particles and ash from coal fines,
in an attempt to create a saleable product fronen@icurrently discharged as mine waste. The tests carried out at Southern lllinois
University in conjunction with a major coal produc€ests were conducted on a crushed coal middtimggerial with difficult cleaning
characteristics. The following conclusions, haverbprovided to the Company by the Southern lllindigversity Department of Mining
Engineering:

1. For the 28 x 325 mesh particle size fractioa &fittsburgh No. 8 seam coal, the Altair Centrifulig was found to provide a reduction in
ash content from an average of 30% to 10% whileweiing 86% of the combustible material. The cqroegling reduction in total sulfur
content was from 2.50% to 1.40%. This separatiofop@ance resulted in a 78% rejection of &&aring material and 62.5% rejection of t
sulfur. Considering that the feed material contdiaesignificant amount of near-gravity material doiés origination from the middlings
stream of a jig, the high separation efficiencyueabf around 55% is a remarkable achievement toAthair Jig.

2. Partition curves derived from Altair Jig wasHipidata indicate the ability to achieve a relativlow specific gravity cut point (D50) of
nearly 1.50 at a probable error value (Ep) of OThese performance values rank among the besbsé tteported for other enhanced gravity
concentrators.

3. The separation performance achieved on theZ®bxmesh particle size fraction by the Altair Jigsdound to be superior to the results
obtained from advanced washability (release) amglyghich represents the ultimate performance aelbie by any flotation technology.

4. The separation performance results obtainedi@sction of particle size indicates that the optimseparation was achieved on the 100 x
200 mesh particle size fraction. This fact was tordd by both the metallurgical and process efficieresults. For the coarsest particle size
fractions, the ash-forming material was found teehdifficulty in passing through the screen. Thash recovery to the product is sufficiently
higher than the finer material. However, the exaglseparation performances achieved on the padirt fractions below 100 mesh are
superior to other commercially available enhanaedity technologies. This finding is especially gué due to the use of a relatively low
centrifugal force of 45 ¢'s.

5. A circuit utilizing the Altair Jig to clean tt#8 x 325 mesh particle size fraction and a flotattolumn to treat the -325 mesh fraction was
predicted to provide a 10% product ash contenteutgitovering 78% of the combustible material. Imparison, the use of a flotation colui
to treat the entire -28 mesh coal would only rec®@9 of the combustible material while achievihg same product ash content. Thus, the
use of the Altair Jig to treat the high middlingstent coal used in this study would result in aerall increase in recovery of 18% weight
units.

6. A complete parametric study was conducted baretstatistically designed test program and respenaluation software. Empirical
equations describing the effects of operating patars value on important response variables,
i.e., combustible recovery, ash rejection, andusuljection, have been developed and utilized¢ntify the optimum test conditions."
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Based on these test results, and others, the Coniygdieves utilities in the eastern United Statey e able to use the Jig to remove pyrite
from high sulphur eastern coals, potentially redgdhe need to incur the expense of transportingdolphur western coals. For example, the
cost of transporting coal from Wyoming, a largelaoaing area, to the midwestern United Statesdsiby comprises 75% of the cost of the
delivered coal product. In addition, the Companlelves the Jig may be used to remove ash from wdath would benefit utilities because
ash reduces the thermal value of coal and causkssinable environmental impacts. The Company dstadal a coal wash test program with
Kerr-McGee Coal Corp. and the University of Southilinois to utilize a Series 12 Jig in processowl feeds in an on-line coal wash plant
production environment. The test program was cotegle late- 1998 and the Company expects thetsesube published by the University
of Southern lllinois in the second quarter of 1996e "--Plan of Operation." There can be no assertirat testing will demonstrate that the
Jig can economically remove pyrite, ash or othéstances or that the Jig will be attractive to gnathasers.

Environmental Remediation. Testing of the SeriediiZonducted under a grant from the U. S. Envirental Protection Agency at Montana
College of Mineral Science and Technology durin§4L.hdicated that the Jig may be effective in remgwheavy minerals from old mine a
mill tailing sites. The 1994 tests indicated thre 9ig removed approximately 64% of the fine pyeitatained in mill tailings in a single pass
through the machine. Nearly 80% of the fine pycitatent of such tailings was removed in two paisesigh the machine. In 1995, the U.S.
Department of Energy (the "D.O.E.") sponsored tegtgyesting that the Jig may be capable of remaidémge nuclear particles from
radioactive waste. The tests conducted by the D.@gorted that the Jig was able to remove up % 6fithe contained nuclear contaminate
in a single pass. Company management is currexplpeng these potential environmental remediatipplications.

Other Testing. The Company has licensed a Seridgltd BHP Minerals International Inc. ("BHP") fmstallation at BHP's worldwide
testing laboratory in Reno, Nevada. Under the tesfike license, in exchange for nominal considenathe Company has granted BHP a
non-exclusive license for use of the Series 12 Jig Saptember 1, 1999. BHP is not restricted inlitsice of ores or minerals for testing. ~
Series 12 Jig has been installed and the Compagdmamitted to train BHP personnel to operate amalact routine maintenance, and to
provide limited consulting to BHP on an on-goingisaSee "---Plan of Operation."

Tennessee Mineral Property.

The Tennessee Mineral Property consists of apprateiy 13,600 acres of land that the Company haeteéor has binding commitments to
lease) in or near Camden, Tennessee, containiaghfaavy minerals. From 1996, when the Companyrbagquiring leases, through 1998,
exploration activities on the Tennessee MinerapBrty have included geologic mapping, sample cttlacdrilling of 123 auger holes and
preparation of geologic and deposit models. Th@sliémodel also incorporates 40 drill holes congaldby an earlier exploration company.
Deposit model estimates are consistent with dessiinates previously determined by other resocooepanies. The mineralized deposit on
the Tennessee Mineral Property has not yet beareprim be a reserve (as defined in Regulation Bel§) 802, Guide 7 promulgated under
the Exchange Act), and the Company's limited op@ratand proposed plan with respect to it are eapdoy in nature.

The production of saleable heavy minerals from figaineral sand ore is a two-stage process. At tine site, heavy mineral ore is treated in
a "wet mill" where a 90% total heavy mineral coricate is prepared typically utilizing gravity seation equipment. This concentrate is then
taken to a "dry mill" where individual mineral cditgents are extracted using magnetic and highidareectrical separators.
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In order to assess the amenability of the Tennddéseral Property ore to processing with the Jignp bulk samples were collected by the
Company from the Tennessee Mineral Property. Tesk wompleted by the Company on the first samplinduhe spring of 1997 suggested
the sands can be processed with the Jig. Tesrped by the Company which emphasized recovery hiaged up to 94% heavy mineral
recovery with a six-tane concentration ratio. (Stated differently, aftesingle pass through the Jig, 94% of the ordisewasias concentrated
about one-sixth of its original volume, and fiveths of the sand rendered a non-valuable discAdli$ typical of gravity separation
processing, several passes through the Jig wildloessary to produce a 90% total heavy mineralestdrate. Further, in the event the
Tennessee Mineral Property is proven to containifiégnt heavy mineral reserves the Jig would ket used in conjunction with traditional
gravity separators, primarily spirals, to mosta@éitly process the sand ore in the "wet mill".eeand bulk sample was collected during late
1997. Approximately 5,000 pounds of representatimeeralized material was collected from an expasetl horizon. This sample was
processed by an independent Florida heavy sandsigeoand the Company utilizing both "wet mill" dlaily mill* processes to produce
representative samples of saleable products. Thpleaesults were reviewed by an independent ctarsguhired by the Company to prepa
pre-feasibility study of the Tennessee Mineral lerop See "--Plan of Operation.”

In July 1998, an independent consulting group hingthe Company completed a technical pre-feagilstudy of approximately 4,700 acres
of the Tennessee Mineral Property known as the ‘Hesneposit." The study states that the Camden $depantains an indicated resource
of 12 million tons of total heavy minerals consigtiof 65% titanium-bearing minerals, 5% zircon 2086 non-valuable heavy minerals. It
indicated that saleable ilmenite, rutile and zirppoducts can be produced, and that establishekietsazurrently exist for such products. The
study then modeled mining and production costscamtluded that the Camden Deposit has the potaatiz economically mined via a
large-scale sand mining operation with an approten28-year life.

Based on the positive results of the consultaapsnt, the Company initiated a final feasibilitudy in August 1998. The Company anticipi
that such study will involve additional drilling farther define resource characteristics, detalealysis of mineralogical characteristics and
mine processing methods, larger scale testingeoStries 30 Jig, analysis of product markets, aatliation of possible strategic alliances.
The Company expects that completion of a feagjtslitidy will take 12-18 months. If the feasibilgjudy suggests that cost-effective mining
of the Tennessee Mineral Property is feasible, mgimiould begin within 24-36 months after completidnhe study, subject to, among other
things, the price of, and demand for extractabbe/fieninerals and the Company's ability to obtaicessary financing, permits, and
government approvals. See "--Plan of Operation""attBlovernment Regulation and Environmental Cong€&rn

Subsequent to the completion of the pre-feasibélibdy, further exploration of the Tennessee MinRraperty by the Company suggested the
existence of an additional heavy mineral sandsuregoof approximately 10 million tons in an areathwest of the Camden Deposit known
as the "Little Benton Deposit." Preliminary resutftdicate that the Little Benton Deposit contairsigh-grade titanium mineralization similar
to the Camden Deposit. The Company has approxiyn@t800 acres under lease in the Little Benton arghintends to conduct further
testing of the Little Benton Deposit. If such tagtiaffirms the existence of the indicated resouweiog, the feasibility study suggests that cost-
effective mining of the Tennessee Mineral Propertiasible, the production capacity and/or liféhe mining operation could be
significantly increased.

California Mineral Property.

In October 1998, the Company entered into an eapitor license with respect to a heavy mineral saadkpile near lone, California. The
license, which allows the Company to explore astlfer heavy minerals, has a oyear term and includes an option to enter intooalpctior
agreement with the licensee to extract heavy misémam the sand stockpile.

The stockpile was accumulated over a 40-year persogn impoundment of material removed from saed nsed by a glass sand mining
operation in the area. The Company has drilledi@aholes in the property; preliminary testingha# resulting samples indicates that the
sands grade from 14% to 31% total heavy mineratls approximately 250,000 tons of ilmenite pres&hie very high concentration of heavy
minerals in a small area suggests that a smalkslal-cost mining operation may be effective imimg the property. During 1999, the
Company intends to drill additional holes to defihe heavy



mineral resource area, assess potential enviromiemilications of mining the stockpile, and contigravity separation tests to determine
product marketability. If the exploratory work dretproperty indicates that it can be economicadlyetbped, the Company intends to exet
its option with respect to the production agreenagt commence mining in late 1999 or early 200Bjesu to, among other things, the price
of and demand for extractable heavy minerals aadCiimpany's ability to obtain necessary financoggmits and governmental approvals.
See "--Plan of Operation" and "--Government Redgmeédnd Environmental Concerns."

Technology and Proprietary Rights.

In operation, the Jig utilizes a combination ofhstard mechanical jig and centrifugal technologwi#hout having tested the Jig in sustained,
commercial operations, management believes prazfuntiodels of the Jig, if completed, will be capadfisustaining high reliability and low
maintenance costs in a production environment."SB&n of Operation." Use of the Jig requires heroical additives. The Series 12 Jig
stands about six feet tall, requires floor spacabafut 25 square feet and weighs approximately0Zpd@inds, while the Series 30 Jig stands
about 10 feet tall, requires floor space of abausGuare feet and weighs approximately 7,000 pauResently constructed jigs have been
mounted on metal frames along with jig auxiliaryiggnent--pulse water pump and tank and control doetransport by truck and rapid
on-site installation.

A conventional jig separates a slurry of mineratipkes as it flows across the top of a screen.aMatperiodically pulsed up through the
screen to eliminate interparticle friction and walldifferential settling according to the variationghe net specific gravities of the ore. Hea
minerals are allowed to pass downward through ¢hees while lighter materials flow across the sorgea discharge point. The Jig operates
according to conventional jig principles exceptttig screen surface is cylindrical and is rotatesubject the particles to centrifugal forces.
As currently designed, materials to be processedithéyig are introduced into the top of the Jig slurry mix with water. The slurry is
diffused across the top of the interior of a veitticylindrical screen which is rotating. Water idged through the screen allowing differential
separation in the slurry material. Heavy partiglass through the screen, are collected, and exintchine in a "concentrate" stream. Lighter
particles flow down the screen interior, are cdbelcand exit out the bottom of the machine in assp "tails" stream.

The Company does not intend to establish its ownufseturing facility. Management is consideringiops for manufacture of the Jig,
including manufacturing under contract, exclusieersing, or a joint venture. The arrangement cewukhtually include an exclusive license
for manufacture, warehousing and distribution @frgpparts, as well as maintenance and leasingafigh Currently, the Company has
entered into an agreement with a machine shopdddatcentral Tennessee to manufacture three Sk9iédwgs.

Initial patents related to the concept of the digeavhole have been issued in the United Stategh@drica, United Kingdom, Australia and
Canada. These patents expire on various dates éretway 1999 and December 2000. A series of secatah{s with respect to the process
by which water is pulsed through the cylindricadesm on the Jig, a critical component differemigtihe Jig from competing products, have
been issued in the United States, South AfricaeadalRurope, Australia, Canada, United Kingdom, Garyrand France. These patents expire
on various dates between January 2010 and Jan0aty @n May 15, 1997, the Company filed an apghcain the United States seeking a
third patent for an efficiency enhancing comporarihe Jig. Patents on the same component haveissesd in Europe, Australia, Japan,
South Africa, Canada and Brazil with expirationegalbetween April and November 2018.

In separate transactions in 1996, 1997, and 18@3Cbmpany purchased an aggregate of approxin@étyof the capital stock of
Intercontinental Development Corporation ("Indedal)total consideration of $424,605. Indeco hagsasole assets a royalty agreement
entitling it to 10% of profits from use of the Jigrldwide.

Competition--the Jig.

Alternative Technologies. Various mineral procegsgchnologies perform many functions similar @ritical to those for which the Jig is
designed. See "Factors That May Affect Future ResGlompeting Products and Alternative Technologiesridvhls processing technolog
are generally predicated on the physical and chedrafaracteristics of the materials being procesaedinerals processor may exploit
contrasts in size, specific gravity, hardness, retigrsusceptibility, electrical conductivity, anichdar
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characteristics to selectively extract and conegatmineral constituents. Minerals processorseagtoit variations in chemical reactivity and
molecular affinity to selectively separate minerals

The Jig competes in an arena in which particleifipggavity is the primary criteria for particleegregation and capture. Competing
technologies in this arena include the following:

Spirals and Cones. To separate out valuable pestigith a spiral or cone, a mineral processor eusand- size feed slurried in water through
a tilted trough (spiral) or over a convex surfaoeng). In this process, fine-sized particles tentflbat" and not settle as quickly as larger
particles. The difference in settling speed perthiesmineral processor to separate out and extraghore valuable heavy particles. Spirals
and cones are most effective in feed sizes latger 150 mesh.

Froth Flotation Devices. To separate minerals uaifigth floatation device, a processor introdutfesmical agents into a pool of mixed
particles, which agents attach to certain sulfi@sce attached to the chemical agents, the sulfidasto the surface. The froth flotation
method can be effective on particles 200 mesh aidlemn size.

Heavy Media Separation. Heavy media separatiorpi®eess in which a feed containing both densdightiparticles is fed into a solution
whose specific gravity is midway between the pletico be separated. The light particles floah®durface of the solution, while the heavy
particles sink. Heavy media separation is effegirimarily in the removal of ash from coal and mal scale analytic laboratory applicatio

The Company believes that, in certain applicatitims, Jig may prove more efficient, cost effectimeadaptable than spirals and cones, froth
flotation devices, or heavy media separation devibkevertheless, results from further tests oraaperations may reveal that these
alternative technologies are better adapted toayl of the uses for which the Jig is intendecdhrbbver, regardless of test results, consui
may view any or all of such alternative technolsgis technically superior to, or more cost effecthan, the Jig.

Competing Products. The Company believes thatitheusrently faces several forms of competitiortia commercial segregation of dense
particles contained in feeds between 150 and 4@hniecluding the Kelsey Jig, Falcon concentratmd the Knelsen batch concentrator t
which are currently being used worldwide. See "6iacThat May Affect Future Results--Competing Pieidand Alternative Technologies."
Another centrifugal jig device, the Kelsey jig, Haeen developed in Australia subsequent to thentiwe of the Jig. The Kelsey jig is more
complicated in design than the Jig, which the Campgaelieves makes it more expensive to manufactyrerate and maintain in a production
environment. According to the Kelsey jig's manufiaet, Geo Logics Pty. Ltd., Kelsey jigs are in segwat 20 plants worldwide. In addition,
Falcon, a Canadian company, produces a concentwatoh is used mainly for pre-concentration andseaging. Their principal applications
to date have been in the gold and tantalum indasstiihere also exists a batch concentrator knowimealinelsen Bowl, which management
believes is best suited to small volumes. (A batmhcentrator differs from the Jig in that it pragesfinite "batch" of material, is completely
emptied, and then processes a completely new fiaiteh, while the Jig processes a continuous flbmaterials). Knelsen Bowls have been
installed in various mining applications, primarggld, throughout the world. Both the Falcon analsen concentrators utilize different
technologies than the technologies employer byidpe

The Company is a small player in an industry cosgatiof major mining companies possessing tremenchpital resources. The Compan
an insignificant competitive factor in the industihere is no assurance that competitors, manyhohwmay have significant capital and
resources, will not develop or are not now in thecpss of developing competitive equipment that rafunctionally or economically
superior to the Company's equipment.

Competition--the Mineral Properties.

Based on the exploratory work done to date, the fizmy anticipates that the saleable products whiaj Ioe produced from the Mineral
Properties are ilmenite, rutile and zircon. limenivhich may contain 40% to 70% titanium dioxideysed in the production of titanium
dioxide pigment, a specialty chemical used prinbjpas a whitener and opacifier for paper, plastind paint. [Imenite is the most abundant
naturally occurring, commercially produced titaniommeral and supplies approximately 90% of the @démand for
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titaniferous material. Such demand is projecteid¢oease at an annual rate of 2%-3% for the fomddeduture. The United States imports
approximately 60% of total ilmenite consumed. Thame presently three entities in the United Stetigish produce ilmenite concentrate from
heavy mineral sands and virtually all productionsed by five titanium pigment producers whose tglame primarily located in the
southeastern U.S. Pigment producers use variousoaheto process ilmenite concentrate into titanilioxide pigment and require that the
concentrate feedstock meet certain chemical ardcsiteria applicable to the process being used.bmpany believes that, if it can
economically mine the Mineral Properties and pradsatisfactory products for sale to pigment prodsjdgemay have a competitive
advantage in being a domestic producer operatiotpse proximity to its primary markets.

Rutile, which generally contains greater than 9&&hium dioxide, is also used in the productioriaiium dioxide pigment. Its processing
costs are significantly less than ilmenite duehmhigher concentration of titanium dioxide. Altlghuthis greatly enhances its market value,
rutile is much less abundant than ilmenite, reprisg approximately 5% of the total heavy minex@satained in the Mineral Properties.

Zircon is used in ceramic, refractory and founduplecations. Zircon sand is currently being produegthree mines in the southeastern U.S.
and in several countries around the world. The G&blogical Survey believes that long-term supplgriages may occur unless new
production sources of zircon concentrates are deeel.

Plan of Operation.

Business Development-the Jig. Testing conductethte by the Company indicates the Jig may haveogamnpotential in a wide variety of
industries, and management believes the Jig caisdxb for finely sized heavy minerals recovery, ab@hning and environmental
remediation. See "--Target Markets". During 199@, Company plans to continue developing thesettangekets, which may have near-term
profit potential, through implementation of theléwing critical steps:

(1) Continued field testing and demonstration ef 8eries 12 Jig and experimentation with designipadations to improve effectiveness for
certain specific applications. In addition, sustaimperational testing is critical in determinifh@my material design problems reside in the
technology, if the Jig is capable of sustained afi@n with little downtime, and if its maintenanoests are satisfactory. See "--Research,
Testing and Development.”

(2) Continued field testing, including sustaineciaiional testing, of the larger volume, more mekke Series 30 Jig. See "--Research,
Testing and Development.”

(3) Initial engineering and design work for a hgttwill be larger than the Series 30 Jig. Seeésdarch, Testing and Development."
(4) Separation testing on potential new ore apfioa such as tin and iron ore fines.

(5) Development of royalty, rental, or limited licging agreements with prospective industrial uaadsintroduction of the Jigs into targeted
markets.

Business Developmenthe Mineral Properties.

The Company believes that, with the discovery efltlitle Benton Deposit, the value of the Tenneddewral Property has been significar
enhanced. Accordingly, the Company is seekingeatifly strategic options and potential sourcesagfital for development of the property.
The Company has initiated a feasibility study witBpect to developing the Tennessee Mineral Prgpaoripletion is expected by mRBOO.

The Company intends to continue its exploratiothefCalifornia Mineral Property. If the resultstbis work are positive, the Company
expects to commence mining on the property as asdhobtains the necessary financing, permitsgaveirnmental approvals.
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General. The Company's marketing efforts in the iidare will continue to be directed to opportigstwithin North America, with future
expansion into foreign markets developing over tiBecause the Company does not intend to engatpe imctual manufacture of its own
products, the Company does not expect to purchasnafacturing facility or any significant manufaghg equipment. Management does
anticipate that the number of Company employedssigihificantly increase until the Company has wight sales and business activity to
warrant additional employees. Management expedigéawo to four additional employees during tlexinl2-month period; however, the
actual number of new employees hired will depenthenCompany's operating results. If hired, such employees would be primarily
engineering and technical staff to support testilgyelopment and commercialization programs.

Research, Testing and Development of the Jig. Féslihg to date suggests that the Jig possessedbility to process continuous tonnage
throughput in several applications. The Jig hagipialoperating parameters -- primarily rotatiospeed, pulsing pressure, and screen
characteristics -- which must be adjusted to fit pnocessing requirements of the particular feeghst being treated. Management believes
that more extensive testing is needed to idertiéyrhost efficient operating parameters for spedliffadentified applications. Further,
demonstration of sustained operation is criticahtirketing efforts. To this end, the Company hasaited or is in the process of installing the
Jig in several test sites. Specifically designegaech, testing and development efforts planneth®upcoming twelve months include the
following:

(1) The Company has installed and commenced testiagSeries 30 Jig at a mineral recovery plarated in Northern Florida. Tests
conducted by the Company indicate that the Jigysble of yielding greater than 90% zircon cone@gas and recovering up to 75% of the
zircon fed to the unit. The Series 30 Jig is desigto process 500 tons per day and is considerieel tommercial- sized for this application.
Testing scheduled during the first half of 199%hiended to verify Jig processing capacity and omprother operating design parameters.
Also, sustained operational testing is intendedetiermine the Jig's capability for sustained oj@natwith limited downtime. To this end, the
high-volume testing will be done on a stream inribemal plant operating environment. Jig conceateatd tailings products will be
commingled with other plant outputs. Access toRlmida test site is controlled by a large heavpenals sand producer that supplies test
materials for processing. On-site testing is be&iogducted by two Company employees. Additional Camypemployees provide periodic
testing analysis and engineering services at teeAiSeries 12 Jig unit has also been installédeasand processing facility in Northern
Florida. This unit is being used to test variouseotplant titanium and zircon feedstreams andgbtteavy mineral sand feeds from other
Florida locations. Testing utilizing the SeriesJi@ is being performed by Company personnel.

(2) A joint coal wash test program with Southetimdlis University and Kerr-McGee Coal Corp. wasabdished during late 1997 at Kerr-
McGee's Galatia Coal Preparation Plant near Hanrgshllinois. During 1998, Kerr-McGee sold its @l coal operations to American Coal
Company, who assumed Kerr-McGee's role in thepiegiram. A Series 12 Jig was installed in the GaRlant and testing was conducted
with the Jig treating feeds from the plant's caalcpssing streams to remove fine particles of ashpgrite. Testing was performed by two
Southern lllinois University test facility employewith periodic reviews conducted by Company emgdsy The testing has been completed
and the Company expects the results to be publisi¢ide University of Southern lllinois in the sadoquarter of 1999. The Company will
evaluate these results, together with the restiltperational and field testing, to determine arsewof action for future coal wash programs.

(3) The Company has established a Jig testingtianiar Reno, Nevada to test samples suppliedibgnal companies and other potential
users of the Jig. The facility is used for demaatgtns of the Jig technology, provides amenability
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testing for a variety of mineral ores, and sensea test site for on-going equipment design. Thefeeility is equipped with a Series 12 Jig,
placed in a "closed loop" circuit designed to takenitial charge of solids (0.5 to 2.0 tons) whaan be continuously fed in slurry form to the
Jig. Concentrate and tails streams produced byitheay be accessed for sampling prior to recontioin@nd return to the feed circuit.
Amenability testing performed at the test facilityring 1998 included heavy mineral sand feeds fiteerMineral Properties and ores which
may have near term commercial potential for recpusing the Jig. Operation of the Jig test faciltyperformed exclusively by Company
personnel.

(4) Engineering and design work will continue odigthaving approximately twice the processing cipad the Series 30 Jig. The Company
anticipates that it will be able to complete constiion of the first unit by the end of 1999.

Provided that the planned testing of the Jig olierrtext twelve months as described above is suatets'e Company believes the Series 30
Jig would be ready at that time for commercial imsgpplications involving the recovery of titaniugircon and gold. While such capabilities
of the Jig could then be marketed, the Companyagpbat the Jig's multiple operating parameterslvoeed to be adjusted to fit the
requirements of each particular customer and agodic. In the event any of the foregoing testsratesuccessful, the Company expects tt
would conduct additional testing, the nature ofekhivould depend upon the results obtained in tloeedolescribed tests.

Research, Testing and Development of the Minemgp&ties. As discussed in "--Tennessee Mineral &tgpabove, in July 1998, an
independent consulting group completed a techpieafeasibility study of approximately 4,700 acoéshe Tennessee Mineral Property
known as the "Camden Deposit." Based on the pesi@igults of the consultant's report, the Compaitiaied a final feasibility study in
August 1998 which it anticipates will involve addital drilling to further define resource charaidtics, detailed analysis of mineralogical
characteristics and mine processing methods, |aagde testing of the Series 30 Jig, analysis efipect markets, and evaluation of possible
strategic alliances. The Company expects thatslfdity study will be completed by mid-2000. IfeéHeasibility study suggests that cost-
effective mining of the Tennessee Mineral Prop&rtigasible, mining could begin within 24-36 mon#iter completion of the study, subject
to, among other things, the price of, and demanéxtractable heavy minerals and the Company'&ahil obtain necessary financing,
permits, and government approvals

During 1998, the Company incurred $724,907 in defkexploration expenditures on the Tennessee lieoperty. Expenditures were
incurred on leasehold minimum advance royalty payseuger hole drilling, sampling, sample analgsid assay, geological and
mineralized deposit characterization studies ahdratlated exploration activities.

As discussed in "--California Mineral Propertys'bab, in October 1998, the Company entered intoxgtoeation license with respect to a
heavy mineral sand stockpile near lone, Califorifee license, which allows the Company to explaore st for heavy minerals, has a one-
year term and includes an option to enter intooapection agreement with the licensee to extractyeginerals from the sand stockpile. ¢
"ltem 2 Properties." The Company has drilled 23esudmles in the property; preliminary testing of tiesulting samples indicates that the
sands grade from 14% to 31% total heavy mineratls approximately 250,000 tons of ilmenite preséntring 1999, the Company intends to
drill additional holes to define the heavy minestrckpile area, assess potential environmentalidetvns of processing the stockpile, and
conduct mineral processing tests to determine mtotharketability. If the exploratory work on theoperty indicates that it can be
economically developed, the Company intends tog@seiits option with respect to the production agrent and commence processing in
1999 or early 2000, subject to, among other thittgsprice of and demand for extractable heavy raleend the Company's ability to obtain
necessary financing, permits and governmental ajjso

During 1998, the Company incurred $68,344 in deféexploration expenditures on the California Mat€troperty. Expenditures were
incurred for the exploration license, auger hol#ing, sampling, sample analysis and assay, alada@ exploration activities.
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Subsidiaries.

Altair International Inc.1 was incorporated undee taws of the province of Ontario, Canada in Ap&i¥3. The Company currently has two
wholly-owned subsidiaries, Fine Gold Recovery Systelnc., a Nevada corporation ("Fine Gold"), anidédal Recovery Systems, Inc., a
Nevada corporation ("MRS"), and four indirect wiyatwned subsidiaries, California Recovery Systdms, a Nevada corporation, Alte
Technologies, Inc., a Nevada corporation, Tennega#ley Titanium, Inc., a Nevada corporation, a®B50 Ontario Limited, and Ontario
Corporation. The Company also owns approximate®p @ the capital stock of Intercontinental Devel@gmnCorporation. "-Technology and
Proprietary Rights"

Fine Gold was acquired by the Company in April 1994he Gold is, for accounting purposes, a develmrstage company with no operai
revenues earned to date. The Company's acquisitibMI| in February 1996 was effected by merging TiMth and into Fine Gold (the "TNh
Merger"). Fine Gold also now includes the operatioha wholly-owned subsidiary of the Company forim&nown as Mineral Recovery
Systems, Inc., which was merged with and into [Bioéd in June 1996. As discussed below, another iydoovned subsidiary of the
Company, formerly known as Carlin Gold Company)asv operated under the name Mineral Recovery Systero. The Company intends
that Fine Gold will hold and maintain Jig technolaghts, including patents, and will enter intoogalty arrangements to allow MRS to
develop and commercially utilize the Jig.

MRS was incorporated by the Company in April, 198VIRS previously has been involved in the explomfior minerals and development
of unpatented mining claims in Nevada, Oregon aalif@nia. All mining claims have now been abandibriehe Company currently intends
that MRS will arrange for the manufacture of thggfér commercial sales, rental or royalty arrangetmevith end users. In addition, MRS
currently holds, directly or indirectly, all of tf@ompany's interest in the Mineral Properties, twiedCompany intends that MRS will continue
to lease or acquire and develop mineral propeiriidise future, particularly properties that contaimeral resources that may be processed
with the Jig.

California Recovery Systems, Inc. holds the comfzeyploratory rights with respect to the CalifarMineral Property. The remaining
indirect 100% owned subsidiaries do not preserdlehany assets or operations.

Government Regulation and Environmental Concerns.

Government Regulation. The Company's exploratioth@fMineral Properties and testing of the Jig anel any future testing, construction or
mining activities of the Company will be, subjeata number of federal, state, and local laws agdlations concerning mine and machine
safety and environmental protection. Such lawsuithe] without limitation, the Clean Air Act, the @reWater Act, the Resource Conserva
and Recovery Act, and the Comprehensive Environah@&gsponse Compensation Liability Act. Such lagguire that the Company take
steps to, among other things, maintain air and meaielity standards, protect threatened endangerdather species of wildlife and
vegetation, preserve certain cultural resources raclaim exploration, mining and processing sifd®se laws are continually changing and,
as a general matter, are becoming more restrictive.

Compliance with federal, state, or local laws gulations represents a small part of the Compamg'sent budget; nevertheless, continued
compliance may be extremely costly, especialliiégf Company actually commences extraction operatiarthe Tennessee Mineral Property
or the California Mineral Property. If the Compadhajls to comply with any such laws or regulatioagjovernment entity may levy a fine on
the Company or require the Company to take costigsures to ensure compliance. Any such fine orrelipre may adversely affect the
Company's development.

The Company is committed to complying with andit¢dknowledge, is in compliance with all governnamegulations. The Company's
primary product, the Jig, does not require the tamldof chemicals in its processing of mineralse @ompany cannot, however, predict the
extent to which future legislation and regulati@uid cause

1 The Company was incorporated in April 1973 urtlername Diversified Mines Limited, which was supsetly changed to Tex-U.S. Oll
& Gas Inc. in February 1981, then to Orex Resouktésin November 1986, then to Carlin Gold Compémy. in July 1988, to Altair
International Gold Inc. in March 1994, and to Altiaiternational Inc. in November 1996.

2 MRS was formerly known as Carlin Gold Companye flame change was effective in June 1996.
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the Company to incur additional operating expensagital expenditures, and/or restrictions andydeia the development of the Company's
products and properties.

Environmental Regulation and Liability. Any propdsaining or processing operation on the Mineralperties or any other property
acquired by the Company will be subject to fedestate, and local environmental laws. Under suels Jahe Company may be jointly and
severally liable with prior property owners for ttieatment, cleanup, remediation, and/or removalbitances discovered on either of the
Mineral Properties or any other property used lgyGompany, which are deemed by the federal antiitg government to be toxic or
hazardous ("Hazardous Substances"). Courts or goesit agencies may impose liability for, among othings, the improper release,
discharge, storage, use, disposal, or transpamtafiblazardous Substances. The Company might usartfaus Substances and, although the
Company intends to employ all reasonably practeabFeguards to prevent any liability under appliedaws relating to Hazardous
Substances, Companies engaged in mineral exploratid processing are inherently subject to subataisk that environmental remediation
will be required.

Employees.

The business of the Company is currently managddrbWilliam P. Long, President and Chief Execut@#icer of the Company and Mr. C.
Patrick Costin, Vice President of the Company aresiglent of MRS and Fine Gold. In addition, Altamploys a Vice President of
Marketing, and MRS employs a Director of Financeeaior process engineer, a process engineer,alungist, a geologist, a controller and
a part-time employee in an office management andradtrative assistance capacity. There are nor@mployees of the Company or its
subsidiaries.

Other than the employment agreements of Dr. Lorghn Costin described below, and the employment@gent with the Vice President
of Marketing and the Director of Finance, there roawnritten employment agreements between the Coynpaits subsidiaries and their
respective personnel. See "ltem 11. Executive Cosgi®n -- Employment Agreements.” The future sssad the Company will depend, in
part, on its ability to attract and retain highlyatjfied technical, marketing and management persbhere is no assurance the Company
will be successful in retaining or attracting higlgualified individuals in key positions. See "Farst That May Affect Future Results--
Dependence on Key Personnel."

Glossary of Terms.
Amenability means responsiveness of an ore defipitocessing.

Ash means inorganic residue remaining after coadbgstion. Ash is an undesirable component of ceaeabse it reduces thermal value and
produces a waste product after combustion.

Assay means to analyze an ore or other substartstdamine the presence, absence, and quantityeoblomore components.
Beneficiate means to improve the grade of ore bggssing.

Centrifugal force means the component of force boay in curvilinear motion that is directed awagrh the axis of rotation.
Coal fines means finely pulverized coal particldsol will pass through a 28 mesh screen.

Coal washing means processing of pulverized cogdrntmve ash and pyrite.

Environmental remediation means removal of harmfireral particles from a site previously alteredniioynan activities.

Heavy minerals sands means beach or dune sands edritain a small fraction of heavy particles. Hemineral sands are commercially
mined to produce titanium minerals and zircon.
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lImenite means a titanium-bearing oxide mineraltaming variable percentages of iron and usedrasvanaterial in the production of
titanium pigments.

Mesh means one of the openings or spaces in ansdrke value (size) of the mesh is given as thebmurrof openings per linear inch.

Mill means a building with machinery for processirg. Dry mill refers to heavy minerals sand preagg of dry materials. Wet mill refers to
heavy minerals sand process of material that axednvith water in slurry.

Mineralized Deposit or Mineral Deposit means a mafized body which has been delineated by appriglyigpaced drilling and/or
underground sampling to support a sufficient torenaigd average grade of metals. Such a depositndoegialify as a reserve until a
comprehensive evaluation based upon unit costegradoveries and other material factors concladalland economic feasibility.

Placer means deposits of sand, gravel and othetatier residual material containing a valuableeral which has accumulated through
weathering and natural mechanical concentrationge®es. A placer mine is an operation that recaegtain valuable minerals based on
differences in specific gravity.

Pyrite means a yellowish-brown mineral sulfide egming iron and sulphur. Pyrite is an undesiralmponent of coal because sulphur
dioxide gas is released when it is burned with.coal

Specific gravity means the ratio of the mass dfla ©r liquid to the mass of an equal volume otevat a specified temperature.

Tails or tailings means those portions of washedtloat are regarded as too poor to be treatedefyrdls distinguished from material
(concentrates) that is to be smelted or otherwiitizad.

Thermal value means a measure of the ability ofea(coal) to produce energy when ignited.
Forward-looking Statements.

This Form 10-K contains various forward-lookingtetaents. Such statements can be identified bysbefithe forward-looking words
"anticipate," "estimate," "project," "likely," "bielve," "intend," "expect," or similar words. Thestatements discuss future expectations,
contain projections regarding future developmesyp®rations, or financial conditions, or state ofieeward-looking information. When
considering such forward-looking statements, yaausthkeep in mind the risk factors noted in thistem and other cautionary statements
throughout this Form 10-K and the Company's othiegs with the Commission. You should also keepimd that all forward-looking
statements are based on management's existindstadieut present and future events outside of mamagt's control and on assumptions
that may prove to be incorrect. If one or moregiglentified in this Form 10-K or any other apphitsafilings materializes, or any other
underlying assumptions prove incorrect, the Comsaagtual results may vary materially from thoseécgrated, estimated, projected, or
intended.

Among the key factors that may have a direct bgasimthe Company's operating results are risksuacdrtainties described under "Factors
That May Affect Future Results," including thostibtitable to the absence of operating revenugsagits, uncertainties regarding the
development and commercialization of the Jig, dgwelent risks associated with the Mineral Properties uncertainties regarding the
Company's ability to obtain capital sufficient tantinue its operations and pursue its proposecdbasistrategy.

Factors that May Affect Future Results.

Risk Factors Related to the Company Generally
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Absence of Operating Revenues or Profits. The Comjzma development stage company. To date, thep@oynhas not generated revenues
from operations or realized a profit. The Companpriesently investing substantial resources inakéng and development of the Jig and the
exploration of the Mineral Properties. There cambeassurance that the Jig, the Mineral Propextieany other project undertaken by the
Company will ever enable the Company to generatermaes or that the Company will at any time readizofit from operations.

Possibility of Continuing Operating Losses. The @amy has experienced a loss from operations irydigsal year since its inception. The
Company's losses from operations in 1997 were 31483 and its losses from operations in 1998 wérégR,088. Consistent with its histc
the Company expects to experience a net loss frmrations during 1999. The Company will continuexperience a net operating loss u
and if, the Jig and/or the Mineral Properties begnerating revenues for the Company. Even if idn@dthe Mineral Properties begin
generating revenues, such revenues may not exiceanbsts of production. Accordingly, the Companynzi provide assurance that it will
ever realize a profit from operations.

Risks Associated With Sufficiency and Price of GalpiThe Company's existing capital may prove ifisigit to complete testing and
development of the Jig or exploration of the Minéteoperties. This insufficiency may be caused byarous factors, including without
limitation, unanticipated expenses associated détreloping the Jig or exploring the Mineral Projgsitthe Company's inability to locate and
reach an agreement with a company willing to martufe the Jig at a reasonable price, or the neaed ffadical change in the design of the
Jig.

If the Company determines to construct and operaéne on the Tennessee Mineral Property or théd@ak Mineral Property, the
Company's existing capital will be inadequate tmptete construction of the mine and commencemeapefations. In addition, the
Company may need additional capital for necessadjsaretionary acquisitions of equipment, propstintellectual property rights or
companies. General and industry market factorgrmrainforeseen events may also affect the Compasg' of and need for capital.

If the Company needs additional capital, it maytoedbe able obtain the amount of additional capiesdded or may be forced to pay an
extremely high price for capital. Factors affectthg availability and price of capital may inclus@thout limitation, the following:

o market factors affecting the availability andtoofscapital generally;

o the performance of the Company;

o the size of the Company's capital needs;

o the market's perception of mining, technology]l anminerals stocks;

o the economics of projects being pursued; and

o industry perception of the Company's abilityeoaver minerals with the Jig or otherwise.

If the Company is unable to obtain sufficient caldlr is forced to pay a high price for capitak thompany may be unable to complete te:
and production of the Jig, exploration and develeptof the Mineral Properties, or otherwise purane fully exploit existing or future
development opportunities. In addition, becaustheif size, resources, history and other fact@gam competitors of the Company may
have better access to capital than the Companyaaralyesult, may be able to exploit opportunitiese easily or thoroughly than the
Company.

Government Regulation. The Company's exploratiotneMineral Properties and testing of the Jig angl any future testing, construction or
mining activities of the Company will be, subjeata number of federal, state, and local laws agdlations concerning mine and machine
safety and environmental protection. Such lawauige] without limitation, the Clean Air Act, the @leWater Act, the Resource Conserva
and Recovery Act, and the Comprehensive Environah@&gsponse Compensation Liability Act. Such lagguire that the Company take
steps to, among other things, maintain air and meaielity standards, protect threatened, endangerddther species of wildlife and
vegetation, preserve certain cultural resourcessraclaim exploration, mining and processing sité®ese laws are continually changing and,
as a general matter, are becoming more restrictive.

Compliance with federal, state, or local laws @ulations represents a small part of the Compang'sent budget; nevertheless, continued
compliance may be extremely costly, especiallhéf Company actually commences mining operationt@ennessee Mineral Property or
the California Mineral Property. If the Companyldaio comply with any such laws or regulations, a
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government entity may levy a fine on the Companyeguire the Company to take costly measures torertompliance. Any such fine or
expenditure may adversely affect the Company'sidpueent.

Enforceability of Civil Liabilities Against ForeigRersons. The Company is an Ontario corporatioth aamajority of its directors are reside

of Canada. In addition, certain of the Companyfseets (including its principal accountants and Giaralegal counsel) are located in Can

As a result, investors may be unable to effectiserof process upon such persons within the UrBttatles and may be unable to enforce court
judgments against such persons predicated updriiahility provisions of the United States secigstlaws. It is uncertain whether Canac
courts would (i) enforce judgments of United Statesrts obtained against the Company or such dirgobfficers or experts predicated upon
the civil liability provisions of United States sgities laws or (ii) impose liability in originalcéions against the Company or its directors,
officers, or experts predicated upon United Staézsirities laws.

Dependence on Key Personnel. The continued suot#ss Company will depend to a significant extentthe services of Dr. William P.
Long, President and Chief Executive Officer of @@mpany, and Mr. C. Patrick Costin, Vice Presiddrthe Company and President of Fine
Gold and MRS. The loss or unavailability of Mr. Igoar Mr. Costin could have a material adverse ¢ff@cthe Company. The Company di
not carry key man insurance on the lives of sughdfécers.

In addition to the individuals identified abovegt@ompany employs a Vice President of Marketinge®or of Finance, controller, senior
process engineer, process engineer, metallurgistpgist, and administrative assistant. The Comgeasyno other employees. Aside from Dr.
Long, Mr. Costin, the Vice President of Marketiagd the Director of Finance, the Company has ndement agreements with any of its
personnel. Competition for such personnel is irdeasd the Company can provide no assurance thitk fite able to attract and maintain all
personnel necessary for the development and operatiits business.

Acquisition Risks. The Company is currently evailugt and plans to continue to evaluate, licensingaguiring additional mining products
properties. The Company also plans to remain opacduiring, or developing strategic relations wither companies that have products,
manufacturing capabilities, or other qualities thia compatible with the Company's business objestiThe Company must compete for
attractive acquisition or strategic alliance caatid with numerous other companies, many of whora baynificantly greater financial and
technological resources than the Company. In addito the extent the Company is in a competitiositon, it may fail to identify or
consummate acquisition or strategic alliance opmities.

Even if the Company identifies and completes slicnaes, consummation thereof may require the Gomgpo incur additional debt,
amortize expenses related to goodwill and intaegisisets, or issue dilutive equity securitiespfalvhich could adversely affect the
Company's operating results or financial conditioraddition, a failure by the Company to integriggeoperations with that of an ally or
acquisition target may adversely affect operategpits. Disruptions in operations are likely toespecially severe during the fiscal quarters
immediately following any acquisition or allianagansaction, while the operations of the acquiredoonbined business are being integrated
into the Company's operations.

Possible Issuance of Substantial Amounts of Add#icGhares Without Stockholder Approval. The ComysaArticles of Incorporation
authorize the issuance of an unlimited number afehof Common Stock. All such shares may be isaithdut any action or approval by
the Company's stockholders. In addition, the Comipheas two stock option plans which have potentaldiluting of the ownership interests
of the Company's stockholders. The issuance ofdditional shares of Common Stock would furthentdithe percentage ownership of the
Company held by existing stockholders.

Volatility of Stock Price. The Common Stock wagdis on the Alberta Stock Exchange through April 208 and has been listed on the
Nasdaq National Market since January 26, 1998. BetMarch 24, 1997 and January 23, 1998, the Con8tawk was listed on the Nasc
SmallCap Market. Trading in the Common Stock hanlzharacterized by a high degree of volatilitye Serice Range of Common Stock."
Trading in the Common Stock may continue to be attarized by extreme volatility for numerous reasancluding the following:
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o The continued absence of any revenues from the Ji

o Uncertainty regarding the viability of mining thennessee Mineral Property or the California Mah@&roperty;
o Continued dominance of trading in the Common IStiyca small number of firms;

o Positive or negative announcements by the Compaityg competitors;

o Industry trends, general economic conditiondéWnited States or elsewhere, or the general nsafteequity securities, minerals, and
commodities;

0 The announcement of financial or research andldpment results that differ from analyst and itwesxpectations, regardless of the he
of the Company;

o Significant changes in future prospects of thenGany; and

0 Speculation by short sellers of shares of Com8tork or other persons who stand to profit froraid increase or decrease in the price of
the Common Stock.

Shares Eligible for Future Sales. The resale aftticted securities" as well as securities helddffiliates" of the Company, is generally
subject to the provisions of Rule 144 ("Rule 14gf9mulgated under the Securities Act of 1993, asrated (the "Securities Act"). In gene
under Rule 144 as currently in effect, a persorpé@sons whose shares are aggregated) who hasciatyedwned restricted securities for at
least one year (including the holding period of angr owner except an affiliate), including persamho may be deemed "affiliates" of the
Company, would be entitled to sell within any threenth period a number of shares that does noteekites greater of 1% of the number of
shares of common shares then outstanding or thragarveekly trading volume of the Common Stockmtythe four calendar weeks
preceding the filing of a Form 144 with respecsth sale. In addition, a person who is not deeimédve been an affiliate of the Company
at any time during the 90 days preceding a sakkwdro has beneficially owned the shares proposée told for at least two years (includ
the holding period of any prior owners except diliate), would be entitled to sell such sharesemdule 144(k) without regard to the
requirements described above. The Company is utalpieedict the effect that future sales under R4lé may have on the then prevailing
market price of the Common Stock.

In addition, shares issued upon exercise of op@ipasted pursuant to the Company's employee stotdroplans are presently registered
under the Securities Act. Subject to certain restms on resale by affiliates, such shares masolibwithout restriction. The sale of any
substantial number of shares of Common Stock \aeha depressive effect on the market price o€tvamon Stock.

Absence of Dividends The Company has never declaredid dividends on the Common Stock. Moreoves,Gompany currently intends to
retain any future earnings for use in its busirsex$ therefore, does not anticipate paying dividesmthe in the Common Stock in the
foreseeable future.

Risk Factors Primarily Related to Development of tle Jig

Capacity Limitations of the Series 12 Jig. To d#tte,Company has developed and tested a lower-taissies 12 Jig and a higher-capacity
Series 30 Jig. Test results on the Series 12 dgigded to be capable of processing approximadytdns of solids per day, suggest that
commercial use of the Series 12 Jig is technidatigible. Nevertheless, the designed capacityeStries 12 Jig is too small for coal
washing, heavy minerals extraction, and most dtitended applications of the Jig, except use inligptecer gold mines or similar
operations. Even if the Series 12 Jig performsegigh specifications in subsequent tests or atrareercial facility, the Company believes
that, because of its small capacity, the potentalket for the Series 12 Jig is limited.

Testing Status of the Series 30 Jig--Mineral Samdsessing. The Series 30 Jig is designed to ppaggzoximately 500 tons of solids per
day.
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The Company believes that this designed capacyfitcient for heavy mineral sands processing miady other intended commercial
applications. Having completed an initial set aft$eon the Series 30 Jig at a heavy minerals saggsing facility in Northern Florida, the
Company hopes that it can begin marketing the $&0elig for heavy mineral sands recovery durir@@l®evertheless, the Company can
provide no assurance that the Series 30 Jig vali@attractive to potential end users. Even ifGoepany is successful in leasing the Series
30 Jig to end users, the Company can provide noasse that, once installed in uncontrolled openrati environments, the Series 30 Jig will
prove efficient, durable, or cost-effective enotglsatisfy the expectations of end users. In adlditihe introduction of new technologies by
competitors could render the Series 30 Jig or laligeobsolete or unmarketable or require costigrations to make it marketable.

Testing Status of the Series 30 Jig--Coal Washigh respect to coal washing, the larger voluméese30 Jig has not yet been tested to
evaluate its ability to operate at a commerciatiption facility. The Company expects to have itetba Series 30 Jig at an independent
production facility during 1999, and expects thesting will take a minimum of six months. Dependumpn the results of such testing, the
Company hopes to begin marketing the Series 3fbdigpal washing within three months of the datehsiesting is complete. Nevertheless,
the test results may indicate that the Series@®Jiot capable of processing the volume of ddaldesigned to process or capable of
removing fine pyrite particles and ash from coakf with acceptable efficiency or with reasonabééntenance costs. If not, the Company
expects that marketing of the Series 30 Jig fot waahing will be delayed. Moreover, even if thei€& 30 Jig or larger Jig performs to
design specifications in a controlled test in adpiaiion facility, the Series 30 Jig may not washldmes in a cost-effective manner outside
the test environment, prove sufficiently durableptherwise prove attractive to end users. In @lithe introduction of new technologies by
competitors could render the Series 30 Jig or falgeobsolete or unmarketable or require costigrations to make it marketable.

Risks Upon Completion of Testing. Although tesufessfrom controlled tests on the Series 30 Jiggesythat it is capable of separating
valuable heavy minerals from mineral sands and vémgdine pyrite particles and ash from coal finks Series 30 Jig has not been operated
as part of an actual commercial mineral processimgpal production facility. When integrated into @tual commercial operations, the S¢

30 Jig:

0 may not be able to process sand or coal at sigideapacity;
0 may not recover a commercially valuable end pcbdtia commercial viable rate when processing ralrsands or coal;
0 may break down frequently or otherwise be todlgds operate and maintain;

o0 may be displaced or rendered obsolete by thednttion of competing technologies or jigs and ayncompatible with developing
mining or extraction processes; and

0 may be rendered obsolete by the absence of defoahdavy minerals, coal, or other end produgtrotessing.

Competition From Alternative Technologies. The céungal jig process may not prove superior, eitteehnically or commercially, to
alternative technologies. As explained in "Compmiit-Alternative Technologies" on page 7, various mihpracessing technologies perfo
many functions similar or identical to those forigththe Jig is designed. The Company believes thagrtain applications, the Jig may pr.
more efficient, cost effective, or adaptable thpinads and cones, froth flotation devices, or hemgdia separation devices. Nevertheless,
results from further tests or actual operations neagal that these alternative technologies atebatapted to any or all of the uses for wl
the Jig is intended. Moreover, regardless of &stlts, consumers may view any or all of such wétiire technologies as technically superior
to, or more cost effective than, the Jig.

Competition From Other Jig-like Products. The Comphelieves that the Jig currently faces sevemrah$oof competition in the commercial
segregation of dense particles contained in feetlgéen 150 and 400 mesh, including the KelseyRitron concentrators and the Knelsen
batch concentrator unit, which are currently baisgd worldwide. See "Factors That May Affect FutlResults--Competing Products and
Alternative Technologies." Another centrifugal gigvice, the Kelsey jig, has been developed in Alistsubsequent to the invention of the
Jig. According to the Kelsey jig's manufacturerpGegics
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Pty. Ltd., Kelsey jigs are in service at 20 plantsldwide. In addition, Falcon, a Canadian compamgduces a small batch concentrator as
well as a machine which is used mainly for pre-emi@tion and scavenging. Their principal applmatito date have been in the gold and
tantalum industries. There also exists a batchemtnator known as the Knelsen Bowl. Knelsen urétgehbeen installed in various mining
applications, primarily gold, throughout the wor@ompetitors, many of whom may have significantiteyand resources, may develop, ol
in the process of developing, superior or less egiye alternatives to the Jig.

Dependence on Commodities Markets. If the Jig éeassfully developed and manufactured, the Compaagds to use the Jig, or lease the
Jig for use, to separate and recover valuable yhewveral particles. Active international markexsséfor gold, titanium, zircon, and many
other minerals potentially recoverable with the Bigces of such minerals fluctuate widely andtagond the control of the Company. A
significant decline in the price of minerals cagabf being extracted by the Jig could have sigaiftmegative effect on the value of the Jig.
Similarly, a significant decline in the price ofmarals being produced or expected to be produce¢deomennessee Mineral Property or
California Mineral Property could have a signifitaegative effect on the viability of a mine or pessing facility on either such property. In
addition, because the Company intends to marketithprimarily to mining companies, a general ecoimodownturn in the mining or minei
industries may have a material adverse effect erCitbmpany.

Dependence on Third Party Manufacturers. The Comparrently contracts on a per-unit basis with ahir@e shop located in central
Tennessee for assembly of the Jig but has no kemg-tontract with such entity. If the Company coatgs testing of the Jig and develops a
final production model, the Company does not culydmve the know-how or resources to establisbvta manufacturing facility.
Management is considering options for manufactfitben Jig, including manufacturing under a long¥terontract or through an exclusive
licensing arrangement or joint venture. The Compaay not be able to obtain adequate manufactuapgaty. Moreover, even if a
manufacturer is found, it may not be able to cdfgetively produce affordable, high-quality unitspable of sustaining continuous operations
with low maintenance costs in a production envirentn

Patents for the Centrifugal Jig. Initial patentstioa Jig have been issued in the United StateghSdtica, United Kingdom, Australia and
Canada. These patents expire on various dates éretWay 1999 and December 2000. A series of secatehts have been issued with
respect to a critical component of the Jig in thmitéd States, South Africa, Japan, Europe, Austr@lanada, United Kingdom, Germany and
France. These patents expire on various dates eptdanuary 2010 and January 2011. The Companydiilegpplication in the United States
seeking a third patent for a recently developedpmmment of the Jig on May 15, 1997. Patents ondheescomponent have been issued in
Europe, Australia, Japan, South Africa, CanadaBradil with expiration dates between April and Noweer 2018.

The Company can provide no assurance that pendirmipapplications will be granted. In additionrgoas in countries in which the
Company has not patented the Jig or certain critmaponents may develop and market an infringiraglpct. The cost of enforcing patents
outside of North America, and similar obstaclesy fivait the Company's ability to enforce its paeand keep infringing products out of the
market for the Jig.

Risk Factors Primarily Related to Development of tle Minerals Properties

Exploratory Stage of Development--Tennessee Mirferaperty. The Tennessee Mineral Property is ctlyrémthe exploratory stage. An
independent consultant hired by the Company haplaiad a pre-feasibility study on the TennesseeskdinProperty, which study concludes
sands on the Tennessee Mineral property contaimaanial quantities of heavy minerals. The prelimynstudy further concludes that the
sands can be economically mined to produce comalayede products and that established marketsfexisuch products. Based on these
results, the Company has determined to commeneasability study of the Tennessee Mineral Property.
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The feasibility study, commenced during August 198@ involve the actual design, pricing, and arsa$ of equipment and facilities that
would be used to mine the Tennessee Mineral PyppEne Company expects that completion of a fehtyilstudy will take 12-18 months

and that, if the feasibility study suggests thattffective mining of the Tennessee Mineral Prgpisrfeasible, a mine would not be
operational for 24-36 months after completion & situdy. The pre-feasibility testing or the fedgibstudy may indicate that the Tennessee
Mineral Property does not contain minable quargtiiEheavy minerals or that such deposits are metnable to large-scale, low-cost mining,
as contemplated by the Company. Even if the testmjstudies suggest that mining is economica#gifde on the Tennessee Mineral
Property, the Company can provide no assurancéttivdl be able to obtain the capital, resourcasd permits necessary to mine the
Tennessee Mineral Property. Moreover, market facwrch as a decline in the price of, or demandhiorerals recoverable at the Tennessee
Mineral Property, may adversely affect the develeptof mining operations on such property.

Uncertainty of Obtaining Environmental Permits floe Tennessee Mineral Property. In order to begistuction and mining on the
Tennessee Mineral Property, the Company may hagbtin a number of federal, state, and local pstmbne of which the Company has
obtained. Because the Company has not yet commealesigh of a mining facility in the Tennessee Malétroperty, the Company is not ii
position to definitively ascertain which federahte and local mining and environmental laws outatipns would apply to a mine on the
Tennessee Mineral Property. Nevertheless, the Coyngaticipates that compliance with the Clean Adt,Ahe Clean Water Act, the
Resource Conservation and Recovery Act, and thep@aimnsive Environmental Response Compensatiorilibyafsct would be necessary if
the Company determined to commence constructioropachtion of a mine on the Tennessee Mineral Prpeee "--Government
Regulation."

In addition to these federal laws and regulatidms,Company anticipates that, if the TennesseedProis developed, the Company will be
required to obtain a surface mining permit from $tate of Tennessee under the Tennessee Minefac8Wlining Law of 1972. The
application for such a permit must be precededufytip notice and must include, among other thirgiling fee, a reclamation and
revegetation plan, and a bond to cover the costsatdimation. Moreover, absent definitive plansdanining operation on the Tennessee
Mineral Property, the Company cannot determine v8hah operation's water needs or discharge levalédibe. Nevertheless, the Company
anticipates that it will be required to obtain atevadischarge permit under the Tennessee Wateit@)@aintrol Act. The Company can
provide no assurance that it will be able to obthenfederal and state permits necessary to castna operate a mine on the Tennessee
Mineral Property.

The Company is not aware of any existing local lasé restrictions that would prevent or affect minoperations on the Tennessee Mineral
Property. Nevertheless, in the absence of a ddtpiln for a mining operation on the Tennessee Mirferoperty, the Company has not held
discussions with State and local officials regagdand use issues and can provide no assuranodfasirtresponse any proposed mining
operation.

Exploratory Stage of Development--California MingPaoperty. Altair acquired leasehold rights to @alifornia Mineral Property during
October 1998 and immediately commenced initiaingstf the stockpiles located on such property.hSattial testing involves drilling holes
to collect samples for use in defining the stoekpidse and, assuming the analysis of such saniplds javorable results, experiments
regarding the ease with which constituent heavyenails--particularly ilmenite--can be separatedamd extracted. If such initial tests suggest
that valuable heavy minerals can be cost effegtiggtracted, Altair plans to begin designing andipg the equipment necessary to process
minerals on the California Mineral Property. AssangAltair is able to design and obtain all necessguipment at a reasonable price anc
timely manner, Altair anticipates that mineral grssing operations on the California Mineral Propemuld commence as early as the end of
1999 or the first quarter of 2000. Nevertheless,itfitial testing may reveal that the stockpilegiom California Mineral Property do not
contain a sufficient volume or density heavy mitem that constituent valuable heavy mineralsroatrbe cost effectively extracted. Even if
the testing suggests that mineral processing is@uaally feasible, Altair may be unable to obtagtessary equipment at the projected
and the revenues generated by such mineral progessly be insubstantial. Moreover, the Company beaynable to obtain the capital,
resources, and permits necessary to process ndrardhe California Mineral Property, and marketdas, such as a decline in the price o
demand for, minerals recoverable at the Califokilaeral Property, may adversely affect the develephof mineral processing operation:
such property.
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Absence of Detailed Plans for the California Minéteoperty. The Company is not aware of specificusnstances which would significantly
delay, or increase the cost of, developing thef@alia Mineral Property; however, the Company hetsabtained sufficient mineral and
economic feasibility

information to develop definitive

plans with respect to the precise design and naftumg@neral processing operations, if any, on tlaif@rnia Mineral Property. The specific
details of such plans will largely determine thetcand difficulty of complying with governing enagimmental and land use laws. Significant
factors the Company has not explored include theviing:

o The Company has not commenced any of the envieatat) cultural, and other studies required by gowng environmental and regulatory
laws. Such studies are designed to reveal theeexistof factors that may increase the cost anitulifj of obtaining necessary permits and
approvals.

o The Company has not reviewed State of Califoonimcal environmental or land use laws to deteasiwhat permits would be necessary to
conduct mineral processing operations on the GaldioMineral Property or what restrictions may eese the cost of, or prevent, planned
mineral processing activities. In general, land aisg environmental restrictions in California atricsand may be cost prohibitive.

o Absent definitive plans for a mineral processipgration on the California Mineral Property, thengpany cannot determine what such
operation's water needs or discharge levels woelldkpending on the nature of water use at theogexpmineral processing site, the
Company may be required to obtain a water dischpegmit under California's water control laws.

Uncertainty of Obtaining Environmental Permits floe California Mineral Property. In order to begitocessing the stockpiles on the
California Mineral Property, the Company may havelttain a number of federal, state, and local geymone of which the Company has
obtained. Because the Company has not yet commelesigh of a mineral processing facility, the Compis not in a position to definitive
ascertain which federal, state and local mining@mdronmental laws or regulations would apply tmiaeral processing facility on the
California Mineral Property. Nevertheless, the Campanticipates that compliance with the CleanAft, the Clean Water Act, the Resot
Conservation and Recovery Act, the Comprehensiwér@mmental Response Compensation Liability Act] applicable state and local laws
would be necessary if the Company determined tonwence construction and operation of a mineral msiog facility on the California
Mineral Property. See "--Government Regulation.”

Environmental Liability on Mineral Properties. Apyoposed mining or processing operation on the &ssee Mineral Property, the
California Mineral Property, or any other propeatyquired by the Company will be subject to fedestdte, and local environmental laws.
Under such laws, the Company may be jointly aneisly liable with prior property owners for theatment, cleanup, remediation, and/or
removal of substances discovered on either of theeidl Properties or any other property used byQbmpany, which are deemed by the
federal and/or state government to be toxic or ftbmes ("Hazardous Substances"). Courts or goverhagamcies may impose liability for,
among other things, the improper release, dischatgeage, use, disposal, or transportation of Himes Substances. The Company migh
Hazardous Substances and, although the Compamgte employ all reasonably practicable safeguargsevent any liability under
applicable laws relating to Hazardous Substancesiganies engaged in mineral exploration and prawgsse inherently subject to
substantial risk that environmental remediation b required.

Item 2. Properties

The Company maintains a registered office at 6 hiRand Street West, Suite 500, Toronto, Ontario Mz3. The Company does not lease
any space for, or conduct any operations out efTibronto, Ontario registered office. In addititme Company leases 900 square feet of
office space at 1725 Sheridan Avenue, Suite 148yQd¢/yoming 82414, which serves as the corporaseltpearters for the Company and its
subsidiaries. The Company's lease to the Cody, Vigpwifice space may be terminated by either panty0 days' prior written notice.
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Fine Gold and MRS lease 5,700 square feet of offiee at 230 South Rock Boulevard, Suite 21, Rdavada 89502. The lease for the
Reno, Nevada offices expires on January 31, 205 Mases approximately 1,550 square feet of latngrapace at 7950 Security Circle,
Reno, Nevada 895086, for its Jig testing operatidhs. test facility lease may be terminated by eigi@aty upon eight weeks prior written
notice. Management believes that the existing effiand test facilities of the Company and its slibses are adequate for their current ne
In the event that alternative or additional offsgace is required, the Company believes it coutdinladditional space on commercial
acceptable terms.

The Tennessee Mineral Property consists of apprateiy 13,600 acres of real property located neandem, Tennessee, which MRS leases
(or has binding commitments to lease) from multiphaners of the real property. Such leases grant &in exclusive rights, including the
right to explore, test, mine, extract, process, sgllany minerals or other materials found onléma, in exchange for the payment of
minimum annual advanced royalty payments prioratmmencement of production on the properties (@radmmencement of production,
the extent production royalty payments do not eqoatinal royalty payments) and, thereafter, produactoyalty payments in an amount
equal to a percentage of the value of minerals dnémel sold from the property. See Note 6 to thesGlishated Financial Statements for
information regarding present and future minimumeaadted royalty payments. The leases typically ar@fminimum term of ten years, and
may be extended indefinitely at MRS' option, preddhe Company is actively conducting exploratiyelopment, or mining operations.
The leases are cancelable by MRS at any time, @ncaacelable by the lessor in the event MRS besatiie terms of the lease. The
mineralized deposit on the Tennessee Mineral Ptppess not yet proven to be a reserve, and the @oypoperations and proposed plan
with respect to it are exploratory in nature. Séeni 1. Business--Tennessee Mineral Property." Tidrenessee Mineral Property is accessed
by public roads and, to the Company's knowledge nwé been used in prior mining operations.

The California Property consists of a heavy mineeald stockpile located near lone, California. Bssdiary of MRS, California Recovery
Systems, Inc. ("CRS"), has an exploration licerffecgve as of October 1, 1998 with the propertynewwhich gives CRS the right to
prospect and explore for heavy minerals and evalie property as a situs of an operation for etitrg, processing and shipping of heavy
minerals. The license has a term of one year awlgihnts CRS the option to enter into a produdigneement with the property owner,
pursuant to which CRS is granted a right to protiesstockpile in exchange for a fixed mineral tgypayment plus an additional producti
based royalty. The production agreement has bestuged by both parties and placed in escrow. CRBaxercise its option with respect to
the production agreement at any time during thma t&frthe license. The production agreement hagradéten years with options to extend if
CRS is not in default and minerals are being esichl commercial quantities. The mineralized dépmsthe California Mineral Property
has not yet proven to be a reserve and the Congpapgtations and proposed plan with respect t@ieaploratory in nature. See "ltem 1.
Business--California Mineral Property." The Calif@a Mineral Property is accessed by public roadsiam stockpile of material removed
from sand ores used by a glass sand mining operitithe area.

During 1997 and 1998, the Company incurred $480a24#1$793,251 respectively in deferred exploragimpenditures on the Mineral
Property. Expenditures were incurred on leasehahinmum advance royalty payments, auger hole dgllisampling, sample analysis and
assay, geological and mineralized deposit chaiiaatern studies, and other related explorationvéis.

Item 3. Legal Proceedings

The Company is from time to time involved in rogtilitigation incidental to the conduct of its bussis. The Company is currently not
involved in any suit, action or other legal prodegd, nor is it aware of any threatened suit, actioother legal proceedings which
management believes will materially and advers#cathe business or operations of the Comparits@ubsidiaries.

Item 4. Submission of Matters to a Vote of Securityolders
The Company did not submit any matters to a voteotirity holders during the fourth quarter of 1988 fiscal year.
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PART Il

Item 5. Market for the Registrant's Common Stock aml Related Shareholder

Matters
Market Price

In the United States, prior to March 23, 1997, @mmmon Stock was listed under the symbol "AIGDF'tlwa over-the-counter bulletin board
maintain by the National Association of Securifislers the ("OTCBB"). The prices listed below es@nt the closing high and low bid
prices for the Common Stock on OTCBB during théqakefrom January 1, 1997 through March 23, 199 i prices set forth below are
market quotations based on interdealer bid priwéhput markup, markdown or commission, and mayreptesent actual transactions.

Fiscal Year Ended December 31, 1997: Low High

1st Quarter (through March 23, 1997)... $6.50 $11.375

From March 24, 1997 until January 23, 1998, the @om Stock was quoted on the Nasdaq SmallCap Mariaggr the symbol "ALTIF." Th
following table sets forth, for the periods indredt the high and low sales prices for the CommoglSias reported by the Nasdag SmallCap
Market:

Fiscal Year Ended December 31, 1997: Low High
1st Quarter (beginning March 24,
1997)uiiiiiieie e $8.5625 $12.25
2nd Quarter.......ccccveeeeeennnn. 4.75 9.625
3rd Quarter.......cccceeeeeerenne 5.125 9.875
4th Quarter........cccvevveeenn... 7.75 16.625

Fiscal Year Ended December 31, 1998
1st Quarter (through January 23,
1998)...cciiiieiiiieciee e, $13.75 $15.625

Beginning on January 26, 1998, the Common Stockiégding on the Nasdaqg National Market undesymebol "ALTIF." The following
table sets forth, for the periods indicated, thghtand low sales prices for the Common Stock, perted on the Nasdaqg National Market.

Fiscal Year Ended December 31, 1998 Low High
1st Quarter (beginning January 26,
1998)..cciiiiiiieiieeeee $8.125 $15.625
2nd Quarter......cccccvveeeeeennn. 7.00 9.625
3rd Quarter...........cccceeeenne 3.00 10.25
4th Quarter........cccvveeveeene... 5.875 8.625

The last sale price of the Common Shares, as egport the Nasdaq National Market, on March 15, 1988 $7.125 per share.
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Outstanding Shares and Number of Shareholders.

As of March 15, 1999, the number of shares of Com®imck outstanding was 15,174,915 held by 479dusldf record. In addition, as of |
same date, the Company has reserved 3,418,00GsifaZemmon Stock for issuance upon exercise ébopthat have been, or may be,
granted under its employee stock option plans.

Dividends

The Company has never declared or paid dividende@@ommon Stock. Moreover, the Company curréntBnds to retain any future
earnings for use in its business and, therefores dot anticipate paying any dividends on the ComBtock in the foreseeable future.

Transfer Agent and Registrar

The Transfer Agent and Registrar for the CommorrlSi® Equity Transfer Services, Inc., Suite 42Q) A2lelaide Street West, Toronto,
Ontario,
M5H 4C3.

Canadian Taxation Considerations

Dividends paid on shares of Common Stock owneddnymesidents of Canada are subject to Canadiamelding tax. The rate of
withholding tax on dividends under the Income Taot £Canada) (the "Act") is 25%. However, ArticleoKthe reciprocal tax treaty between
Canada and the United States of America (the "y¥egenerally limits the rate of withholding tax dividends paid to United States resid:
to 15%. The Treaty further generally limits theerat withholding tax to 5% if the beneficial owradrthe dividends is a U.S. corporation
which owns at least 10% of the voting shares ofGbempany.

If the beneficial owner of the dividend carriestarsiness in Canada through a permanent establishm€anada, or performs in Canada
independent personal services from a fixed ba§aimada, and the shares of stock with respect tohthe dividends are paid is effectively
connected with such permanent establishment od frese, the dividends are taxable in Canada asdassprofits at rates which may exceed
the 5% or 15% rates applicable to dividends thaiat so connected with a Canadian permanent estatent or fixed base. Under the
provisions of the Treaty, Canada is permitted tohajis domestic law rules for differentiating diinds from interest and other
disbursements.

A capital gain realized on the disposition of skasECommon Stock by a person resident in the dritiates ("a non-resident”) will be
subject to tax under the Act if the shares heldheynon-resident are "taxable Canadian propentydehneral, shares of Common Stock will be
taxable Canadian property if the particular noneest used (or in the case of a non-resident imsused or held) the shares of Common
Stock in carrying on business in Canada or, putsiagoroposed amendments to the Act, where atiargyduring the five-year period
immediately preceding the realization of the gaint, less than 25% of the issued and outstandingsiud any class or series of shares of the
Company were owned by the particular non-residenpersons with whom the particular non-residedtrait deal at arms' length, or by any
combination thereof. If the shares of Common Stmkstitute taxable Canadian property, relief nédwadeiss may be available under the
Treaty. Under the Treaty, gains from the alienatibahares of Common Stock owned by a non-residbothas never been resident in
Canada generally will be exempt from Canadian ehpggins tax if the shares do not relate to a premiestablishment or fixed base which
the non-resident has or had in Canada, and if woé than 50% of the value of the shares was defre@ad real property (which includes
rights to explore for or to exploit mineral depse}isituated in Canada.

Iltem 6. Selected Financial Data

The following table sets forth selected consoliddirancial information with respect to the Compamgd its subsidiaries for the periods
indicated. The data is derived from financial stegats prepared in accordance with accounting piesigenerally accepted in Canada
("Canadian GAAP"), which differ in certain respefrtsam those in the United States. See Note 15 d¢édto Consolidated Financial
Statements included herein for certain reconailieito accounting principles generally acceptetiénUnited States ("U.S. GAAP").
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The selected financial data should be read in cmtijon with the section entitled "Management's D&sion and Analysis of Financial
Condition and Results of Operations" and the cadatdd financial statements and accompanying rinthsded herein. All amounts are
stated in U.S. dollars.

Year Ended December 31,

1 998 1997 1996 1995 1994
Statements of Operations:
Revenues from Operations................... $ -0- $ 0-%$ 0% -0- % -0-
Operating EXpenses..........ccccceeeeieeene 2, 064,960 1,858,033 1,335,725 438,103 573,049
Interest EXpense.........ccccvvvvveeeeenen. 32,165 43,497 19,373 -0- -0-
Interest INnCOMe........ccceeevvviiinnnnns ( 335,037) (70,059) (27,872) (1,000)
NEet LOSS...ccuveiiiiiaiiiieeiiieesiiee e $ 1, 762,088 $1,831,471 $1,327,226 $ 437,103 $

(0.13) $ (0.13) $ (0.12) $ (0.07)$

0 $ 0% -0-% -0-%

Deficit, Beginning of Year 303,879 $ 3,956,564 $3,332,064 $2,894,961 $ 2,322,891
NEet LOSS...ccvviiiiieiiieniie e , 929,539 1,831,471 624,500 437,103 572,070
Other Expense (Income) 411,603 515,844 -0- -0- -0-
Deficit, End of Year..........c.cccce...... $ 8, 645,021 $ 6,303,879 $3,956,564 $3,332,064 $ 2,894,961
Balance Sheet Data:

Working Capital .........cccceeeveiinens $ 2, 991,707 $ 7,480,153 $2,974,955 $ 313,502 $ (113,116)
Total ASSEetS.....ccvvevviveeriieiieeee 8, 712,052 13,125,804 8,042,888 975,259 384,923
Long-term Obligations............ccc........ -0- 602,451 269,685 -0- -0-
Current Liabilities............cccoeeeenne 239,512 712,810 308,762 90,910 164,011
Net Stockholders' Equity.................... 8, 472,540 11,810,543 7,464,441 884,349 220,219

Item 7. Management's Discussion and Analysis of Famcial Condition and Results
of Operations.

The following discussion should be read in conjiorctvith the consolidated financial statements aogks thereto.
Overview

From inception through the end of 1993, the Com{salbysiness consisted principally of the exploratbmineral properties for acquisition
and development. During 1994, the Company's fobasged as it became engaged in the acquisitioelamwent and testing of mineral
processing equipment for use in the recovery &,fireavy mineral particles including gold, titanjurincon and environmental contaminants.
Nevertheless, the Company continues exploring ralmepperties suitable for development using thenffany's patented mineral process
equipment.

On November 15, 1994, the Company executed anropticeement to acquire TMI, a development stagergrise which owned all patent
rights to the Campbell Centrifugal Jig, since mdifand renamed the Altair Centrifugal Jig. The @any funded $373,955 of optioatated
costs during 1994 and 1995. Subsequently, durifly 2896, the Company renegotiated the acquisiigreement and acquired all of the
outstanding common stock of TMI. The acquisitiorsveacounted for as a purchase by the Company, velgicted to issue to TMI's
shareholders 1,919,957 shares of the Common Staakadfive-year period and 580,000 warrants entjtthe holder to purchase one share of
Common Stock for $2.00 (Canadian) until March 197L9The effective purchase price of TMI was $3,43R, This consisted of the issuance
to the former TMI shareholders of Common Stock gdlat $2,521,469 (1,919,957 shares of Common Stadbka deemed value of $1.31 per
share) and the assumption of TMI's assets anditiabj with liabilities exceeding assets by $1,281 at February 29, 1996. The purchase
price was allocated to Jig patents and developomsts.

Of the 580,000 Series E Warrants issued, 561,588 weercised prior to January 31, 1997; the remgitB,415 warrants have been canci
Of the
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1,919,957 shares of Common Stock initially depasitéo escrow, in connection with the TMI Merged497957 shares have been released
pursuant to the terms of the governing agreem&8t;,765 were released pursuant to a settlemergagrg dated March 19, 1998 (the
"Settlement"), and 723,065 shares were cancelezsipnt to the Settlement. The remaining 266,170esh@main in escrow subject to a
Performance Escrow Agreement dated February 2% (‘®®rformance Escrow Agreement"), which provifteselease of one share of
Common Stock for each $1.80 in cash flow receivwedlair, provided that no more than one-third loé toriginal number of shares of
Common Stock escrowed may be released in any areoyer the first three years of the escrow. Shaf€ommon Stock still in escrow at
the end of five years may be canceled by the AfbBtock Exchange.

Prior to 1994, the Company operated its mineratsnmss with the intent of receiving income frompedy sales, joint ventures, or other
business arrangements with larger companies, rithardeveloping and placing its properties intodpiction on its own. The Company has
received no royalty income in the past, and atgegshere are no business arrangements or jomtikeprospects involving the Company's
properties or potential property sales from whivd Company expects to receive income. The Compamtyneies to explore mineral
properties, such as the Tennessee Mineral Profertyts exploration efforts are primarily focuse locating property suitable for
development using the Jig.

Results of Operations.
Fiscal Years 1998, 1997 and 1996

The Company has earned no revenues to date. Qupladses before extraordinary items totaled $1088($0.13 per share) for the 1998
fiscal year, $1,831,471 ($0.13 per share) for @@71fiscal year, and $1,327,226 ($0.12 per sharght 1996 fiscal year. Principal factors
contributing to the losses during these periodswee absence of revenues coupled with the inccerefoperating expenses.

Operating expenses increased from $1,335,725 di@a§ to $1,858,033 during 1997 and to $2,064,960hg 1998. Of these amounts,
amortization of the Company's assets (includingdignts) represented $385,633, $590,831 and $561fing 1996, 1997 and 1998,
respectively. During 1998, the Company increasedathount of test and development work on the S8fA&K6 Jig, began testing of potential
new applications for it, initiated the preliminatgsign work for a larger capacity Jig, commenceauaation in California, and increased its
exploration efforts in Tennessee. This higher l@felctivity caused a direct increase in testiegearch, and development costs from
$159,679 and $78,034 in 1996 and 1997, respectit@$259,630 in 1998. In addition, in order to s this higher level of activity, the
Company increased the number of employees in it®Réevada office from four to eight personnel ardanded into new leased office
space. The costs associated with this additioa#firsg and office space are reflected in increassting, research and development expenses
general and office expenses, travel, and occupemstg. Operating expenses, exclusive of amortizainereased in 1997 from 1996 due
primarily to increased activity in acquiring, tesfiand developing the Jig.

In January 1998, the Common Stock began tradinth@iNasdaq National Market System. As a resulhefexpanded market for the
Common Stock, the expenses associated with stadtaege fees, shareholders’ meetings and repodshaneholder relations combined
increased to $ 345,880 in 1998, compared to $ 399/Y1997 and $ 77,330 in 1996.

Interest income increased in 1998 over 1997 an® pei@cipally due to interest earned on temporaghdnvestments following the issuance
of $5,000,000 of 5% convertible subordinated dalst(the "Convertible Debentures") in December7199

As a result of the TMI Merger, Fine Gold assumdaiTMI's liabilities. During 1996 and 1998, Fikold entered into agreements
extinguishing certain of the TMI accounts payabid aotes payable at less than the book amountscbfdebt. The net of such forgivenes:
debt in 1996 was $702,726, resulting in an extriaary gain of $.06 per share. In 1998, the forgasnof debt was $25,805 and had no
material effect on earnings per share. During 1888 Company redeemed $2,250,000 of the Convelliblentures, incurring a redemption
premium of $193,256. See "--Liquidity and CapitaisBurces." This represents a net loss per sh&@bf There were no extraordinary items
during 1997.
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Liquidity and Capital Resources.

The Company has financed its operations since tiareprimarily by the issuance of equity securiti€®mmon Stock, Convertible
Debentures, and options and warrants to purchasem©a Stock) with aggregate net proceeds of $19]056as of December 31, 1998. The
Company received cash proceeds from the sale oh@onStock and the exercise of options and wartarasquire Common Stock of
$7,156,846 in 1996 (including $2,521,469 deemedevaf the Common Stock issued in the TMI Merge4,635,377 without such deemed
value), $2,569,194 in 1997 and $113,664 in 199&dudition, during 1997, the Company received netgeds of $4,484,156 ($5,000,000
$515,844 costs of issuance) from the issuanceeo€tinvertible Debentures and related warrants.

The Company has earned no revenues from operati@hbas incurred recurring losses. At Decembet 398, the Company's accumulated
deficit was $8,645,021, or an increase of $2,34 dvker the accumulated deficit at December 31, 19Ri& increase was due to the net loss
for the year of $1,929,539 and $411,603 in coste@ated with the issuance and conversion of thev€wible Debentures.

During 1998, the Company's cash and short-termsinvents decreased from $8,161,770 to $3,100,57thi©$5,061,193 decrease in
working capital, $1,546,590 was expended on opegactivities (compared with $1,186,833 in 1997 $r€5,410 in 1996) and $1,105,034
was expended on the purchase or exploration d¥liheral Properties, the purchase of capital assets the purchase of rights related to the
Jig (compared with $764,232 in 1997 and $714,40I086). Most of the remaining decrease was thdtrethe Company's redemption of
the Convertible Debentures. Between May and JuB81Bolders of the Convertible Debentures eleaezbthivert $2,750,000 principal
amount of the Convertible Debentures and accrueddast. On August 28, 1998, the Company used $838BMmf the proceeds from the ini
issuance of the Convertible Debentures to redeemettmaining $2,250,000 principal amount (plus &g€rof the Convertible Debentures.
Although this redemption resulted in a substamtédrease in the Company's working capital, the Gambelieves that, because of the
apparent downward pressure the existence of theetiiole Debentures was placing on the price ofGbenmon Stock, the Company's long-
term ability to raise money for working and expanstapital was enhanced by the redemption of thev&tible Debentures.

The Company currently maintains working capital ebhinanagement believes will be sufficient for th@rany's needs through the end of
the 1999 fiscal year at the current level of operest However, the Company's exploration and derent program may result in business
opportunities that require additional capital reses for the development of the Mineral Properdied construction of Jigs. When and if such
capital resources are required, the Company intendssess equity and/or debt financing sourcegefieeless, there can be no assurance
the Company will be able to continue to raise @it fund its long-term capital requirements. Adkd@mber 31, 1998, the Company had
$3,100,577 in cash and short-term investmentsahlaito meet its near-term development and operateds.

The Company continues to use its working capitahtest in the testing and development of the digjt® invest in mineral properties suits
for development and processing with the Jig. Dufifi§8, the Company invested $225,058 in developwfethie Jig, $123,147 to construct
additional Jigs, $724,907 in the exploration of Temnessee Mineral Property, and $68,344 in defaxeloration expenditures on the
California Mineral Property.

Year 2000 Issues.

The Company has conducted a preliminary examinatidhe potential impact of Year 2000 issues omjfisrations. Based on this prelimin
examination, the Company does not believe the 260 issue will have a significant impact on ther(pany's internal operations. The
Company is in an early stage of development and doepresently have any customer or supplieriogiships that management believes are
material to its operations. Accordingly, the Comphaas not taken steps to verify the Year 2000 rezsdi of any third parties with which it
conducts or may conduct business. The Companydatdrowever, to investigate the Year 2000 readioB8srd parties as its relationship
with any such party becomes material to the opmmatof the Company. Despite the Company's examimafi its own operations and inten
investigate the Year 2000 readiness of essentigiligus, customers, and service providers, themebeano assurance that the Company will
not experience interruptions of operations or bezdmaolved in disputes with third
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parties because of direct or indirect Year 200®jemms. Such Year 2000 problems could require thm@2my to incur unanticipated
expenses, and such expenses could have a materégiba effect upon the Company's business, fineowialition and results of operations.

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk.

None.

Item 8. Financial Statements and Supplementary Data

The financial statements required by this Item appa pages F-1 through F-17 of this Form 10-K.

Item 9. Changes in and Disagreements with Accountémon Accounting and

Financial Disclosure.

None.
PART Il
Item 10. Directors and Executive Officers of the Rgistrant

The information required by this Item is incorp@eby reference to the section entitled "ElectibBioectors" in the Company's definitive
proxy statement to be filed with the Commission.

Item 11. Executive Compensation

The information required by this Item is incorp@eby reference to the section entitled "Execuffeepensation” in the Company's
definitive proxy statement to be filed with the Qmoinssion.

Item 12. Security Ownership of Certain Beneficial vners and Management

The information required by this Item is incorp@eby reference to the section entitled "Securiyn€rship of Certain Beneficial Owners
and Management" in the Company's definitive praayesnent to be filed with the Commission.

Item 13. Certain Relationships and Related Transa&ns

The information required by this Item is incorp@eby reference to the section entitled "Certailaftmships and Related Transactions" in
the Company's definitive proxy statement to belfildth the Commission.
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PART IV

Item 14. Exhibits, Financial Statement Schedules @Reports on Form 8-K

(a) Documents Filed

1. Financial Statements. The following Consolida&ethncial Statements of the Company and Audieport are filed as part of this Anni
Report on Form 10-K:

o Report of McGovern, Hurley, Cunningham, for tleass ended December 31, 1998, 1997, and 1996

o Consolidated Balance Sheets at December 31, d298997

o Consolidated Statements of Operations and Dédicihe years ended December 31, 1998, 1997 a9@ 19

o Consolidated Statements of Changes of Cash Rimwke years ended December 31, 1998, 1997 angl 199
o Notes to Consolidated Financial Statements

2. Financial Statement Schedule. Not applicable.

3. Exhibit List
Exhibit Incorporated Filed

No. Exhibit by Reference Herewith
3.1.1 Articles of Incorporation of the Registran t Q)
3.1.2 Amendment to Articles of Incorporation of the Registrant

dated November 6, 1996 2)
3.2 Bylaws of the Registrant 1)
4.1 Form of Common Stock Certificate Q)
4.3  Form of Warrant (related to Convertible D ebentures) 3)
4.3 Shareholders Rights Plan Agreement dated November 27,

1998, between Altair International Inc. a nd Equity

Transfer Services Inc. 4)
10.1 Performance Escrow Agreement dated Februa ry 27,

1996; Performance Escrow Release Schedule Q)
10.2 Employment Agreement between Altair Inter national Inc.

and William P. Long dated January 1, 1998 (5)
10.3 Employment Agreement between Fine Gold Re covery

Systems Inc. and C. Patrick Costin dated August 15,

1994 1)
10.4 Employment Agreement between Altair Inter national Inc.

and John W. Parsons dated July 6, 1998 (6)
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Exhibit Incorporated  Filed

No. Exhibit by Reference Herewith
10.5 Altair International Inc. Stock Option PI an adopted by
shareholders on May 10, 1996 )
10.6 1998 Altair International Inc. Stock Opti on Plan adopted
by Shareholders on June 11, 1998. (8)
10.7 Escrow Agreement among Altair Internation al Inc.,
Equity Transfer Services Inc., Thomas P. Campbell and
C. Patrick Costin dated June 1, 1994 (1)
10.8 Form of Mineral Lease (5)
10.9 Exploration License with Option dated Oct ober 1, 1998 9)
23.1 Consent of McGovern, Hurley, Cunningham 9)
27  Financial Data Schedule 9)

(1) Incorporated by reference to Registration $tatet on Form 10-SB filed with the Commission on Biober 25, 1996.
(2) Incorporated by reference to Amendment No. Registration Statement on Form 10 filed with thlernission on December 23, 1996.

(3) Incorporated by reference to the Company'sétiiReport on Form 8-K filed with the CommissionJamuary 13, 1998, as amended by
Amendment No. 1 to Current Report on Form 8-K/fedion January 21, 1998.

(4) Incorporated by reference to the Company'séifiReport on Form 8-K filed with the Commission@ecember 29, 1998.

(5) Incorporated by reference to the Company's AhReport on Form 10-K filed with the CommissionMarch 31, 1998, as amended by
Amendment No. 1 to Annual Report on Form 10-K/&dilon May 15, 1998.

(6) Incorporated by reference to the Company's @tarReport on Form 10-Q for the quarter endedt@aper 30, 1998, filed with the
Commission on November 13, 1998.

(7) Incorporated by reference to the Company's fedion Statement on Form S-8 filed with the Cossitin on July 11, 1997.

(8) Incorporated by reference to the Company'sriitefe Proxy Statement on Form 14A filed with therfimission on May 12, 1998.
(9) Filed herewith and attached to this Annual Repo Form 10-K following page F-17 hereof.

(b) Reports on Form 8-K

The Company filed a Current Report on Form 8-K @t&mber 29, 1998, in which the Company reportecdduoption of a Shareholder
Rights Plan dated November 27, 1998 and the aattorn of certain rights related thereto.

(c) Exhibits
Exhibits to this Report are attached following p&g&7 hereof.
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(d) Financial Statement Schedule

Not applicable
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized, on March 17, 1999.

ALTAIR INTERNATIONAL INC.

By: /sl WIlliamP. Long

WIlliamP. Long,
Presi dent, Chief Executive Oficer

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the Registrant and in the capacities and on thesdatlicated.

Si ghat ure Title Dat e

WIlliamP. Long Presi dent and Chi ef Executive March 17, 1999
O ficer and Director (Principal
Executive O ficer)

/sl C. Patrick Costin Vi ce President (Principal March 17, 1999
C--;D;JIE;I-;:-k-E:;)-SEI-;’I ------ Fi nanci al and Accounti ng

O ficer)
/sl James |I. Golla Secretary and Director March 17, 1999
James 1. Golla
/sl George Hartman Di rector March 17, 1999

Ceor ge Hartman
/'s/ Robert Shel don Di rector March 17, 1999

Robert Shel don
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CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 1998
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[Letterhead of McGovern, Hurley, Cunningham]
AUDITORS' REPORT

To the Shareholders of
Altair International Inc.

We have audited the consolidated statements ofr Aftgernational Inc. as at December 31, 1998 &3fil7land the consolidated statements of
operations and deficit, and consolidated statemartash flows of Altair International Inc. for tlyears ended December 31, 1998, 1997 and
1996. These financial statements are the respdihsilfithe company's management. Our responsjlidito express an opinion on these
consolidated financial statements based on outaudi

We conducted our audit in accordance with geneeadbepted auditing standards in Canada. Thoseastitequire that we plan and perform
an audit to obtain reasonable assurance whethéintdeial statements are free of material misstat@. An audit includes examining, on a
test basis, evidence supporting the amounts actbdiges in the financial statements. An audit &lstudes assessing the accounting
principles used and significant estimates made dgagement, as well as evaluating the overall fiilgustatement presentation.

In our opinion, these consolidated financial staeta present fairly, in all material respects,fthancial position of the company as at
December 31, 1998 and 1997 and the results op#sations and changes in its financial positiontfieryears ended December 31, 1998,
1997 and 1996 in accordance with generally accestedunting principles in Canada.

McGOVERN, HURLEY, CUNNINGHAM
/'s/ McGovern, Hurley, Cunningham

Chartered Accountants

NORTH YORK, Canada
February 26, 1999
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ALTAIR INTERNATIONAL INC.
CONSOLIDATED BALANCE SHEETS
(Expressed in United States Dollars)

ASSETS
Current
Cash and short-term investments
Other current assets

Capital
Office equipment, vehicles, testing and mining
equipment (Cost, net of amortization) (N

Centrifugal jig patents and related expenditures
(Cost, net of amortization) (Note 5)

Mineral properties and related deferred exploration

expenditures (Note 6)

Goodwill, net

Total Assets

LIABILITIES
Current
Accounts payable and accrued liabilities
Current portion of notes payable (Note 7)
Current portion of convertible debentures - li
element

Notes payable (Note 7)
Convertible debentures - liability element
Total Liabilities

SHAREHOLDERS' EQUITY

Capital stock issued (Note 8)
15,174,915 and 15,492,745 common shares at
December 31, 1998 and 1997, respecti

Convertible debentures - equity element

Contributed surplus (Note 3(b))

Deficit

Total Shareholders' Equity

Total Liabilities and Shareholders' Equit

See accompanying Notes to the Consolidated FinaBt@éements.

December 31,

1998 1997

$ 3,100,577 $ 8,161,770
130,642 31,193

3,231,219 8,192,963

ote 4) 462,417 397,723

3,609,024 3,918,378

1,399,802 606,551

9,590 10,189

$ 8,712,052 $ 13,125,804

$ 165979 $ 227,439
73,533 253,890
ability
- 231,481

239,512 712,810
-- 5,901

-- 596,550

239,512 1,315,261

vely 16,462,463 13,942,453
-- 4,171,969
655,098 -

(8,645,021)  (6,303,879)

8,472,540 11,810,543

y $ 8,712,052 $13,125,804
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ALTAIR INTERNATIONAL IN
CONSOLIDATED STATEMENTS OF OPERATIO
(Expressed in United States D

Operating Expenses
Testing, research and development
Wages and administration
Professional fees
Shareholder relations
Shareholders' meetings and reports
General and office
Travel
Occupancy costs
Stock exchange fees
Insurance
Government fees and taxes
Loss (Gain) on foreign exchange
Transfer agent's fees
Accounting and corporate services
Bank charges
Loss on disposal of fixed assets
Amortization

Interest on long-term debt
Interest income

Loss from operations
Premium on redemption of convertible debentures
(Gain) on forgiveness of debt

Net loss for the year

Deficit, beginning of the year

Premium on conversion of convertible debentures
Accretion of equity element of convertible debentur
Convertible debenture issuance costs

Deficit, end of the year

Basic net loss per share from operations (Note 11)

Net loss per share from premium on redemption of
convertible debentures

Net income per share from gain on forgiveness of de

See accompanying Notes to the Consolidated FinaBt@éements.

C

Né AND DEFICIT

ollars)
Year Ended December 31,

1998 1997 1996

$ 259,630 $ 78,034 $ 159,679
251,798 256,033 223,987
236,549 293,883 321,363
165,063 105,993 22,480
119,497 96,308 51,348
108,785 74,266 87,647
106,661 87,777 23,416
69,286 43,146 27,140
61,320 7,438 3,502
58,951 48,120 11,769
23,123 25,447 4,208
17,109 123,612 (7,888)
14,247 17,390 13,978
10,625 8,166 6,700
2,272 1,589 763
4,418 - -

555,626 590,831 385,633
2,064,960 1,858,033 1,335,725
32,165 43,497 19,373
(335,037) (70,059) (27,872)
1,762,088 1,831,471 1,327,226

193,256 - -
(25,805) - (702,726)
1,929,539 1,831,471 624,500
6,303,879 3,956,564 3,332,064
244,915 - -

es 144,801 -- --

21,887 515,844 -
$8,645,021 $6,303,879 $ 3,956,564
$ (0.13) $ (0.13) $ (0.12)
$ (@©O01) $ - % --

bt $ - $ - 8 0.06




ALTAIR INTERNATIONAL IN C.
CONSOLIDATED STATEMENTS OF CA SH FLOWS
(Expressed in United States D ollars)

Year Ended December 31,

1998 1997 1996
Cash flows from operating activities
Net loss for the year $(1,929,539) $(1,831,471) $ (624,500
Adjustments to reconcile net loss for the peri od
to net cash (used):

Amortization 555,626 590,831 385,633
Gain on forgiveness of debt (25,805) -- (702,726
Loss on disposal of fixed assets 4,418 - --
Interest on long-term debt 9,619 - -

(1,385,681) (1,240,640) (941,593

Changes in assets and liabilities:

Other current assets (99,450) (17,637) 81,367
Accounts payable and accrued liabilities (61,459) 71,444 64,816
Net cash used in operating activities (1,546,590) (1,186,833) (795,410

Cash flows from investing activities
Purchase of mineral properties and related

deferred exploration expenditures (793,251) (480,248) (275,790
Purchase of capital assets (146,211) (237,283) (87,114
Purchase of centrifugal jig patents and relate d

expenditures (168,572) (46,701) (351,503

Net cash used in investing activities (1,108,034) (764,232) (714,407

Cash flows from financing activities

Issuance of common shares for cash - -- 222,530
Proceeds from exercise of stock options 113,664 1,530,406 526,850
Proceeds from exercise of warrants - 991,042 2,411,219
Payment of notes payable (160,454) (162,930) (152,634
Issuance of common shares pursuant to private
placement - -- 1,414,778
Common shares to be issued - -- 47,746
Issuance of convertible debentures - 5,000,000 -
Convertible debenture issuance costs (21,887)  (515,844) -
Redemption of convertible debentures (2,337,892) - -
Net cash provided by (used in) financing activities (2,406,569) 6,842,674 4,470,489
Net increase (decrease) in cash and short-term inve stments (5,061,193) 4,891,609 2,960,672
Cash and short-term investments, beginning of year 8,161,770 3,270,161 309,489
Cash and short-term investments, end of year $ 3,100,577 $8,161,770 $ 3,270,161

See accompanying Notes to the Consolidated FinlaBtz@gements.
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Notes to the Consolidated Financial Statements

Note 1. Basis of Presentation
The United States dollar is the principal curreimcwhich the Company conducts business; accordjriggse consolidated financial
statements are expressed in United States dollars.

Note 2. Summary of Significant Accounting Policies

These consolidated financial statements are prdpar@ccordance with accounting principles gengraticepted in Canada. As described in
Note 15, these principles differ in certain respdirim principles and practices generally acceptdde United States. Summarized below
those policies considered particularly significeortthe Company.

Consolidation

The financial statements include the accounts@fdbmpany and its subsidiaries, Mineral Recoveteéys, Inc. (100% owned),
Intercontinental Development Corporation (99% owné&the Gold Recovery Systems, Inc. (100% ownedtgiATechnologies, Inc (100%
owned), California Recovery Systems, Inc. (100% esdynTennessee Valley Titanium, Inc. (100% owned) 860250 Ontario Limited
(100% owned).

Nature of Operation

The Company and its subsidiaries are engaged ibuki@ess of developing and testing mineral prasgssquipment in the United States for
use in the recovery of fine and heavy mineral plsi including gold, titanium, zircon and enviroemtal contaminants. The Company and its
subsidiaries are also in the process of exploriigenal properties in the United States.

Mineral Properties and Related Deferred ExploraBapenditures Mineral properties are carried at aosl they are brought into production,
at which time they are depleted on a unit-of-prdiducmethod based on proven and probable resdfvegroperty is subsequently
determined not to be economic, the property aratedldeferred costs are written down to net realézaalue.

Exploration expenses, as well as advance royalitynpats relating to mineral properties in which @@mpany has an interest, are deferred
until the properties are brought into productianwhich time they are amortized on a unit-of-prattut basis. Other general exploration
expenses are charged to operations as incurreccosh@f mineral properties abandoned or sold heit telated deferred exploration costs
charged to operations in the current year.

The Company reviews its mineral properties on aruahbasis to determine if events or changes tunistances have transpired which
indicate that the carrying value of its assets matybe recoverable. The recoverability of costsiired on the mineral properties is dependent
upon numerous factors including exploration reseltsvironmental risks, commaodity risks, politicalks, and the Company's ability to attain
profitable production. In reviewing its mineral peties, the Company estimates the future castsfwpected to result from each asset and
its eventual disposition. If the sum of the undistied, expected future cash flow is less than #éng/img value of the asset, an impairment
loss is recognized. It is reasonably possible, dhaseexisting knowledge, that changes in futured@ns in the near-term could require a
change in the determination of the need for anduartnof any writedown.

Administrative Expenditures
Administrative expenditures are charged to openatas incurred.

Short-term Investments

Surplus cash of the Company is invested in a difidsportfolio of United States dollar-denominatewney market instruments. These
investments are liquid and can be converted to aaahy time through the public money market. Téieying amount of the short-term
investments approximates their market value.
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Capital Assets and Amortization
Capital assets are stated at acquisition cost. Azation is provided based on the estimated usiéubf the assets as follows:

Furniture and office equipment - 3, 5 and 7 yeaight-line Mining equipment - 7 year straight-lidehicles - 5 year straight-line Centrifugal
jig equipmeni- 7 year straight-line Test facility - 7 year stylai-line

Effective January 1, 1998, the Company changeaicentethods of amortization from the declining baamethod to the straight-line
method. This change has been applied prospectiValy effect of the change on the reported netflmsthe year ended December 31, 1998 is
not significant.

Centrifugal Jig Patents and Related Expenditureséntrifugal Jig patents are carried at acquisitiost and are being amortized on a
straight-line basis over their remaining lives.

The related expenditures are also being carriegaisition cost and the amortization policiesasdollows:

Royalty agreement (Note 3(c)) - 15 year str aight-line

License agreement - Straight-li ne over the remaining life of
the related patent

Mineral recovery technology rights - Straight-li ne over the remaining life of
the related patent

The Company reviews its Centrifugal Jig patentsrafated expenditures on an annual basis to deaterihevents or changes in
circumstances have transpired which indicate thetarrying value of its assets may not be rectnerén performing its review, the
Company estimates the future cash flows expecteestdt from each asset and its eventual dispaositfdhe sum of the undiscounted
expected future cash flow is less than the carryalge of the asset, an impairment loss is recaghilt is reasonably possible, based on
existing knowledge, that changes in future condgim the near-term affecting the operating capigtzihd/or marketability of the Centrifugal
Jig could require a change in the determinatiothefmeed for and amount of any writedown.

Research and Development Expenditures
Research and development expenditures are charggebtations as incurred.

Goodwill

Goodwill is the excess of the cost of the investhiirrisubsidiaries over the estimated fair valu¢hefnet assets acquired and is amortized
straight-line basis over 20 years. Goodwill is teritdown (to fair value) when declines in value @mrsidered other than temporary based on
expected future cash flows of the respective sudrsid

Foreign Currency Translation

The Company's consolidated operations are intedjeatd amounts denominated in currencies otherh&ndollars are translated into U.S.
dollars using the temporal method. This methodsletas monetary balances at the rate of exchartge balance sheet date, non-monetary
balances at historical exchange rates and revamliexpense items at average exchange rates. Thgnggains and losses are included in
income (loss) in the reporting period.

Use of Estimates

The preparation of consolidated financial statesé@ntonformity with generally accepted accountinigiciples requires management to
estimates and assumptions that affect the repartemints of assets and liabilities and disclosuieafingent assets and liabilities at the date
of the consolidated
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financial statements and the related reported ata@mimevenue and expense during the report pefiotlial results could differ from those
estimates. Management believes that the estimegggasonable.

Financial Instruments

The carrying amounts for other current assets,adsgayable and accrued liabilities, and notesipiayon the balance sheets approximate
fair value because of the limited term of thesérimeents. Fair value estimates are made at the@xalsheet date based on relevant market
information and information about the financialtmsnent. These estimates are subjective in nataeravolve uncertainties in significant
matters of judgment and therefore cannot be detemnivith precision. Changes in assumptions cogificantly affect these estimates.

Note 3. Acquisitions

(a) Fine Gold Recovery Systems, Inc. Pursuant tagreement dated April 21, 1994, the Company is§3€0000 Common Shares with a
deemed value of $0.34 per share ($255,000) fafale outstanding common shares of Fine Gold Rego8ystems, Inc. ("Fine Gold"), a
corporation incorporated in the State of Nevadaiandived in the development of a "Centrifugal Jign apparatus designed to recover fine
gold from mineral properties. Pursuant to an agm#rdated January 1, 1994 between Thomas P. Calmleshventor of the Centrifugal
Jig, and Fine Gold, Fine Gold acquired the rightd@velop and market applications for the Centafulig at specified target sites and utilize
the Centrifugal Jig in the exploitation of suclesitand further obtained the agreement of Mr. Cafhpbprovide certain services and
assistance to Fine Gold during the term of theeagent. The agreement is valid throughout the wexitkept (i) areas subject to patents held
by Trans Mar, Inc. (Note 3(b)), and (ii) the Repalif Costa Rica and certain areas in Mexico anga@a, South America.

A total of 650,000 Common Shares issued pursuathet@acquisition were subject to a Performancediséxgreement. As of December 31,
1998, 216,666 Common Shares remain in escrow ansiciieduled to be released on June 1, 1999.

As of December 31, 1998, Fine Gold was still indeeelopment stage in that no operating revenues Ib@en earned and no operating
expenses have been incurred.

(b) Trans Mar, Inc. In March 1996, the Company a&gli100% of the issued and outstanding commorksib@rans Mar, Inc. ("TMI") for
total consideration of 1,919,957 Common Shared &1%each ($2,521,469), 580,000 warrants entittiegholder to purchase one share of
Common Stock for $2.00 (Canadian), and the assompfi$1,210,981 of net liabilities.

TMI was involved in the development of the paterf@asmpbell Centrifugal Jig and held patent rightthe Centrifugal Jig technology (subj
to a 10% royalty see Note 3(c)) in the United States, South Afridgaited Kingdom, Australia and Canada. The trarigsaavas accounted fi
using the purchase method. The excess paid oveethgook value (which approximates fair valuejhaf assets acquired was allocated to the
Centrifugal Jig patents. TMI was merged with Finddammediately after the acquisition. Of the 1,®B¥ Common Shares initially
deposited into escrow, 266,170 Common Shares resudiect to a Performance Escrow Agreement whiokiges for release based on the
cash flow of the Company, and 749,957 Common SHwes been released pursuant to the terms of trergjag agreements. The remain
903,830 Common Shares initially deposited into@sarere subject to the terms of the Performancedes@&greement. However, on March
19, 1998, the Alberta Stock Exchange approved (aectby made effective) a settlement agreementmegthect to such 903,830 Common
Shares. Pursuant to the settlement agreement,686fhe affected 903,830 Common Shares weresetk the beneficial owners effect
March 19,1998 (subject to certain resale restmsfjand the remaining 723,065 Common Shares subjéoe settlement agreement were
canceled. The canceled Common Shares had an asteatge capital value of $655,098. Upon canceliatiois amount was transferred from
capital stock issued to contributed surplus.
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(c) Intercontinental Development Corporation In 89he Company purchased 66% of the issued anthodiag shares of Intercontinental
Development Corporation ("INDECQ") for total considtion of $319,298. The acquisition was accoufdedsing the purchase method.
INDECO is a dormant company whose sole assetayaity agreement entitling the corporation to 10Pthe cost of manufacturing any
Centrifugal Jigs which are placed in productiorigdsir exploited for profit worldwide. The entire aomt of the purchase price has been
allocated to the Centrifugal Jig Royalty Agreeméniring 1997, the Company acquired an addition&b Iriterest in INDECO for total
consideration of $36,537, and during 1998, the Caomgacquired an additional 16% interest for totedsideration of $68,770. The additional
cost of the investment has been allocated to tmrifilegal Jig Royalty Agreement.

Note 4. Capital Assets

December 31, 199 8 December 31, 1997
Accumulated Accumulated
Cost  Amortization Net Cost  Amortization Net
Furniture and office
equipment $65,538 $28,325 $37,213 $42,473 $16,935 $25,538
Vehicles 92,629 44,499 48,130 92,629 26,555 66,074
Mining equipment -- -- -- 9,501 4,917 4,584
Centrifugal jig
equipment 333,028 111,674 221,354 333,028 70,182 262,846
Testing facility 45,128 12,555 32,573 45,128 6,447 38,681
Centrifugal jigs under
construction 123,147 -- 123,147 -- - --
$659,470 $197,053 $462,417 $522,759 $125,036 $397,723

Note 5. Centrifugal Jig Patents and Related Expentlires

1998 1997
Patents $ 4,182,262 $ 4,182,262
Less: accumulated amortization (1,332,821) (904,437)
$ 2,849,441 $ 3,277,825
Royalty agreement 424,604 355,835
Less: accumulated amortization (59,265) (34,449)
365,339 321,386
Mineral recovery technology rights 243,000 243,000
Less: accumulated amortization (18,692) -
224,308 243,000
License agreement 136,004 66,003
Less: accumulated amortization (6,036) -
129,968 66,003
Patent application 39,968 10,164
$ 3,609,024 $ 3,918,378

License Agreements
On June 10, 1996, the Company entered into an mgrmeto acquire the entire right, title and intéres license agreement related to the
Centrifugal Jig. The Company agreed to purchaseighé for $75,000 with an initial deposit of
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$5,000 and monthly payments of $2,000 commencihgl]ul996 over a 35-month period. On Novemberl®2®8, the Company acquired
another license agreement related to the Jig éash payment of $70,000.

Note 6. Mineral Properties and Related Deferred Exipration Expenditures
The Company's subsidiary, Mineral Recovery Systénts,("MRS"), has entered into various mineraksksmfor a 100% interest in
approximately 13,600 acres of land in the stat€asfnessee, United States with minimum annual advem@lty payments as follows:

Year Amount
1999 $ 83,306
2000 89,101
2001 150,664
2002 190,929
2003 208,705
2004 and every year thereafter 421,172

The mineral leases are subject to a productionitsgyeowever, MRS will receive a credit against guation royalties for all advance royalt
paid. The lessors can only terminate the leases fgloire of MRS to make the minimum payments agiired by the leases. During the ye
ended December 31, 1998 and 1997, approximatel$,8@0 and $480,000, respectively, was incurredxptoeation.

Note 7. Notes Payable
Notes payable to former shareholders of TMI argemitio a repayment agreement dated March 3, 1®#tugh the original notes payat
are due December 31, 1999, the Company agreetireo$80,000 per month of the TMI debt assumedigyGompany.

1998 1997
Notespayable assumed from Trans Mar, Inc.,
interest payable at various rates,
unsecured, principal and interest due
December 31, 1999 $67,442 $190,559

Notes payable to former shareholder:
Trans Mar, Inc., non-interest bearing, unsecuradcipal due December 31, 1999 -- 41,141 Note pkeyahterest payable at 10% per

annum, unsecured, blended payments

of $2,000 per month, due April 1, 1999 6,091 28,091
73,533 259,791
Less: Current portion 73,533 253,890
Long-term portion of notes payable $ - $ 5,901
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Note 8. Capital Stock
Authorized capital stock of the Company is comgtieéan unlimited number of Common Shares. Detdiissued and outstanding shares
as follows:

Shares Amount

Balance, December 31, 1995 8,497,849 $ 4,216,413
Private placements 554,027 1,414,778
Exercise of stock options 702,000 526,850
Exercise of warrants 2,912,463 2,471,219
Common shares issued for cash 100,000 222,530
Common shares issued for the acquisition of TMI (No te 3(b)) 1,919,957 2,521,469
Balance, December 31, 1996 14,686,296 11,373,259
Exercise of stock options 362,500 1,530,406
Exercise of warrants 411,229 991,042
Common shares issued on warrants exercised in Decem ber 1996 32,720 47,746
Balance, December 31, 1997 15,492,745 13,942,453
Exercise of stock options 17,500 113,664
Common shares issued on conversion of convertible d ebentures 387,735 3,061,444
Common shares canceled pursuant to settlement agree ment

with former TMI shareholders (Note 3(b)) (723,065) (655,098)
Balance, December 31, 1998 15,174,915  $ 16,462,463

Stock Options

As of December 31, 1998, 1,965,000 Common Shaeegeaerved for issuance to directors, officersemgloyees under the Company's st
option plans. The exercise price and expiry dateptions outstanding as of December 31, 1998 sufelbbws:

Number of Shares Price Expiry Date
15,000 $7.38 June 2 9, 2000
125,000 2.39 March 7, 2001
250,000 2.58 May 2 7, 2001
75,000 2.71 July 2 9, 2001
15,000 5.42 November 6, 2001
25,000 7.97 March 1 0, 2002
200,000 6.62 May 1 4,2002
25,000 6.00 June 3, 2002
150,000 6.98 August 2 6, 2002
80,000 8.38 December 2 2, 2002
120,000 8.38 March 2, 2003
350,000 8.38 May 6, 2003
100,000 7.75 June 1 5, 2003
200,000 9.00 July 6, 2003
30,000 7.70 August 5, 2003
150,000 7.15 August 1 3, 2003
30,000 8.00 November 2 5, 2003
25,000 7.25 December 2 2, 2003
1,965,000

Warrants
As of December 31, 1998, there were 105,000 CoimeiDebenture Placement Warrants and 75,000 CohlieeDebenture Transaction
Warrants issued and outstanding. See Note 9.
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Note 9. Convertible Debentures

On December 29, 1997, the Company issued $5,00th08thvertible subordinated debentures due Dece2®e2001 (the "Debentures")
bearing interest at 5% per annum payable in cagtoormon Shares of the Company annually or uponearsion or maturity, at the

discretion of the Company. Subject to certain retstns during the first 180 days after closing tebentures were convertible by holders
into Common Shares at a conversion rate equaktteiser of (i) 92% of the average price of the @am Shares for the five trading days
prior to submission of a notice of conversion by tolder, or (ii) $14.36875 per share. The puraisaskthe Debentures also received
transaction warrants entitling the holders to paseh75,000 Common Shares on or before Decemb&p99,at a price of $16.7188 per sh.

In addition, the placement agent received 105,086ement warrants entitling the agent to purch@0D0 Common Shares at $16.7188 per
share on or before December 29, 1999.

During the period May 20, 1998 through July 31,8,98e holders of the Debentures elected to coi8&n50,000 of the principal amount of
the Debentures and $66,528 of accrued interestc@heersions were made at a conversion price tptaléo 92% of the average price of the
Common Shares for the five trading days prior tonsigsion of the notice of conversion by the hold&tsese conversions resulted in the
issuance of 387,735 Common Shares.

On August 28, 1998, the Company elected to redeemeimaining $2,250,000 of Debentures using casViqusly invested in short-term
instruments. The total cash required to redeenbteentures, including the 10% redemption premiuthaotrued interest, was $2,550,938.

Note 10. Commitments

Under the current employment agreement betwee@depany and its president, Dr. William P. Long, Dang is entitled to receive

payment of 200,000 Common Shares in the evenbfihg control of over 35% of the issued stock iquaed by a person or group of persons
in a merger, takeover or similar transaction (aatgfe of control") and Dr. Long's employment agregnmeterminated within 180 days befc

or at any time after such change of control, grafiisent a change of control, if Dr. Long's emplegptragreement is terminated for any reason
except by Dr. Long, by mutual consent, by the Comydfar cause, or at the end of the term.

Note 11. Net Loss per Share

The calculation of basic net loss per share froeraions is based on the weighted average numb@omimon Shares outstanding for the
year. Net loss used in the calculation is loss fograrations increased by the accretion of the g@li#ment of convertible subordinat
debentures.

19 98 1997 1996

Loss from operations $1,76 2,088 $1,831,471 $1,327,226
Accretion of equity element of
convertible debentures 14 4,801 -

$1,90 6,889 $1,831,471 $1,327,226
Weighted average number of
common shares 15,14 3,020 14,366,457 11,592,073
Basic net loss per share from operations $ 013 $ 013 $ 0.12

The existence of stock options, warrants and cdiferdebentures affects the calculation of logsspare on a fully diluted basis. As the
effect of this dilution is to reduce the reportedd per share, the fully diluted loss per sharenbabeen presented.
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Note 12. Income Taxes

As of December 31, 1998, the Company has approrign6,900,000 of non-capital losses carried fodifar income tax purposes which,
under certain circumstances, are available to eflutare years' income for tax purposes. Approxatya$5,700,000 of these losses are
subject to expiration beginning in 2003.

Note 13. Concentration of Credit Risk
As of December 31, 1998, the Company had $3,0282E5ted in a diversified portfolio of United Statdollar-denominated money market
instruments in the United States. This portfolioésther insured nor guaranteed by the United St@tvernment.

Note 14. Statements of Cash Flows
Non-Cash Investing and Financing Activities Year enDedember 31, 1998: Convertible debentures havimgnaipal amount of $2,750,0(
and accrued interest of $66,528 were converted3@#735 Common Shares with a fair market valug30061,444.

Year ended December 31, 1997: There were no ndnieassting or financing activities.

Year ended December 31, 1996: The Company acqu@® of the issued and outstanding common stodibffor total consideration of
1,919,957 Common Shares at $1.31 each ($2,521 #@&Sassumption of $1,210,981 of net liabilitiesd she issuance of 580,000 warrants
entitling the holder to purchase one Common Sharevarrant.

Cash and Cash Equivalents

The cash and short-term investments on hand agscémber 31, 1998 represent cash, short-term ineessrwith original maturity dates of
less than 30 days and a diversified portfolio oftelh States dollar-denominated money market insggntswhich are considered cash
equivalents.

Note 15. Differences Between Canadian and Unitedeé@és Generally Accepted

Accounting Principles

The Company prepares its accounts in accordanteaw@tounting principles generally accepted in Carfé@danadian GAAP") which
conform, in all material respects, with accountiminciples generally accepted in the United StétgsS. GAAP"), except as described bel

Development Stage Company

As of December 31, 1998 the Company would be cheriaed as a "development stage enterprise” undgrGAAP in accordance with
Statement of Financial Accounting Standards NGSFAS 7"). Under Canadian GAAP, there are no regménts for the indication or
reporting of development stage entities. The follapns a summary of the deficit accumulated dutimgdevelopment stage prepared in
accordance with SFAS 7:

Accumulated deficit
during the
development stage

Professional fees $ 1,352,212
Salaries and wages 1,872,230
Shareholders' expenses 971,910
Office and general 1,658,431
Loss on sale of mining claims 101,047
Amortization 1,537,552
Interest on long-term debt 95,035
Write off of mineral properties and related

deferred exploration expenditures 1,292,354
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Write off of organization costs

8,563
8,889,334
Less:
Interest income (446,609)
Gain on sale of marketable securities (35,773)
Lease payments (143,754)
Gain on forgiveness of debt (728,531)
Option payments (70,906)
Total accumulated loss 7,463,761
Convertible debenture costs 537,731
Share issue costs 60,557
Accretion of equity element of convertible debentur es 144,801
Premium on conversion of convertible debentures 244,915
Premium on redemption of convertible debentures 193,256
Accumulated deficit, December 31, 1998 $ 8,645,021

Foreign Currency Translation

In Canada and the United States, a distinctionadarbetween the measurement and accounting fartarpgse's own transactions in a
foreign currency. The Company remeasures its baolisrecords into the functional currency priorremslation into the reporting currency.
The Company maintains its books and records in @lanalollars and the U.S. subsidiaries maintaiir theoks and records in United States
dollars. The remeasurement of the Company's fisdstatements according to U.S. GAAP would not geathe results of the consolidated
financial statements prepared in accordance witha@ian GAAP.

Income Taxes

Under Canadian GAAP, the future tax benefits relaoethe norcapital loss carryforwards have not been recordele accounts. Under U,
GAAP, companies must follow the requirements oté&teent of Financial Accounting Standards No.

109 ("SFAS 109") which requires the use of the w@ssaility method for measurement of tax liab#i§ wherein deferred tax assets are
recognized as well as deferred tax liabilities.

The Company has significant non-capital loss camwérds (Note 12). SFAS 109 would require the redamn of a deferred tax asset for the
future benefit expected from the application osthearryforwards to future profitable years. isimore likely than not that some portion or
all of the deferred tax asset will not be realizbeén a valuation allowance is applied to the assstasonably state it at its expected value.

Under SFAS 109, disclosure of the amount of theat#dn allowance is required. As of December 3B8]1%he valuation allowance is equal
to 100% of the deferred tax asset. Changes inagheeof the deferred tax asset are recognizedesahas income tax expense.

Stock Options
The number of Common Shares available for the grgumf options at December 31, 1998 and 1997 w&s31000 and 443,000, respectively.
The following table summarizes stock option acyidr the years ended December 31, 1998 and 1997:

1998 1997
Outstanding at beginning of year 962,500 745,000
Granted during the year 1,020,000 580,000
Exercised at an average price of
$9.26 (1997 - $4.22) (17,500) (362,500)
Outstanding at end of year 1,965,000 962,500
Currently exercisable 1,540,000 882,500

F-14



Under Canadian GAAP, there is no requirement tondkecompensation on the issuance of stock optmesnployees or directors. Under U.S.
GAAP, compensation would be accrued on the dageaniting of the options, calculated as the diffeesbetween the market price and
exercise price on the date of the grant. For theafiyears ended December 31, 1998 and 1997, éneigx price of all stock options granted
has been equal to or greater than the market pricke date of the grant and therefore the compiensezost under U.S. GAAP would be nil.

Reconciliation to Accounting Principles Generallgcpted in the United States Convertible debenssteance costs are added to the deficit
under Canadian GAAP, but would be recorded as defdinancing costs (an asset), and amortized perese, under U.S. GAAP. The
Company incurred issuance costs of $21,887 in H9@8$515,844 in 1997 that have been charged toidefider Canadian GAAP. Under
U.S. GAAP, the balance sheet at December 31, 19Rildwnclude a deferred financing cost asset 06844 but this amount and the 1998
charges of $21,887 would be charged to expensgd8 due to the redemption and conversion of theebBeelves during the year (see Note 9).
Also, under U.S. GAAP, the premium on conversiocarivertible debentures ($144,801) and the accretfi@quity element of convertible
debentures ($244,915) would be expensed in therSéatts of Operations. The following reflects ameuhat would have been reported had
the Company's consolidated financial statements pegpared on the basis of U.S. GAAP:

Consolidated Balance Sheets

1998 1997
Deferred convertible debenture
financing costs $ - $ 515,844
Total assets 8,712,052 13,641,648
Deficit 8,645,021 5,788,035
Total shareholders' equity 8,472,540 12,326,387

Consolidated Statements of Operations and Deficit

19 98 1997 1996

Convertible debenture issuance costs $ 53 7,731 $ - $ -
Premium on conversion of convertible

debentures 24 4,915
Accretion of equity element of

convertible debentures 14 4,801 -- --
Net loss for the year 2,85 6,986 1,831,471 624,500
Deficit, beginning of year 5,78 8,035 3,956,564 3,332,064
Deficit, end of year 8,64 5,021 5,788,035 3,956,564
Basic net loss per share from operations  $ 0.19) $ (0.13) $ (0.12)

Under U.S. GAAP, interest expense would be imputitd respect to a non-interest bearing note payabli& Note 7. The effect on net
income of not recording imputed interest is nebligi

There are no other material differences betweera@ian GAAP and U.S. GAAP.

Note 16. Uncertainty Due to the Year 2000 Issue

The Year 2000 Issue arises because many computesyaeems use two digits rather than four to idgmtiyear. Date-sensitive systems may
recognize the year 2000 as 1900 or some other @aig@ting in errors when information using yeabQ@ates is processed. In addition,
similar problems may arise in some systems whiehcestain dates in 1999 to represent something tithe a date. The effects of the Year
2000 Issue may be experienced before, on, or ddiewary 1, 2000, and, if not addressed, the ingacperations and financial reporting may
range from minor errors to significant systemsuii@lwhich could affect an entity's ability to costinormal business operations. It is not
possible to be certain that all aspects of the 2880 Issue affecting the Company, including thesated to the efforts of customers,
suppliers, or third parties, will be fully resolvada timely manner.
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Additional Information

Common Stock

United States

The Company's Common Shares began trading thrtnegNasdaq National Market on January 23, 1998 uth@esymbol "ALTIF". From
March 24, 1997 until January 23, 1998, the Commiuar&s traded under the same symbol on the NasdatiCyp Market. Prior to March
24, 1997, the Common Shares traded on the OTCtBuBeard under the symbol "AIDGF". On December 8398, the number of record
holders was 479 and the Company estimates thédtadrate there were 9,321 beneficial owners.

The Company has never declared or paid dividendss@ommon Shares. Moreover, the Company currémntinds to retain any future
earnings for use in the business and, thereforss dot anticipate paying dividends on its Commoar&hin the foreseeable future.

The following table sets forth, on a quarterly bagtie high and low sales prices during the lastftecal years for the Common Shares as
reported. The prices reported do not include retaitk-up, mark-down or commissions and may noec¢factual transactions.

For the Fiscal Year Ended: December 31, 1998 Deee3ith 1997

(In U.S. Dollars)

High Low High Low
First Quarter $ 1563 $ 8.13 $ 12.25 $ 6.00
Second Quarter $ 963 % 7.00 % 9.63 $ 4.75
Third Quarter $ 1025 $ 3.00 $ 9.88 $ 5.19
Fourth Quarter $ 863 % 588 % 16.63 $ 7.75

Canada

In Canada, the Common Shares were traded undsyihigol "AIL" on the Alberta Stock Exchange (the 'B$through April 23, 1998. The
Company voluntarily removed the Common Shares fitoenASE on that date due to increased focus oratipes in the United States and
diminishing trading volume on the ASE.

Exchange Rate Information

The following exchange rates represent the noomiguyate in New York City for cable transfers inr@aian dollars, as certified for Customs
purposes, by the Federal Reserve Bank of New Yidrk.table sets forth, for each of the years inditathe period-end exchange rate, the
average exchange rate (i.e., the average of tHeaege rates on the last day of each month durm@éhiod), and the high and low exchange
rates of the U.S. dollar in exchange for the Caaradiollar for the years indicated, based on thenuying rates:

For the Year Ended December 31, 1998 1997 1996 1995 1994
(Canadian Dollar per U.S. Dollar) -—-- -—--

High 1.5770 1.4398 1.3822 1.4238 1.4078
Low 1.4075 1.3392 1.3310 1.3285 1.3103
Average 1.4894 1.3849 1.3638 1.3725 1.3664
Year-End 1.5375 1.4288 1.3697 1.3655 1.4030

Canadian Taxation Considerations
Dividends paid on Common Shares of the Company dvayenon-residents of Canada are subject to Canadthaholding tax. The rate of
withholding tax on dividends under the Income Tact fCanada) (the "Act") is 25%. However, Article
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X of the reciprocal treaty between Canada and thieed States of America (the "Treaty") generaltyits the rate of withholding tax on
dividends paid to United States residents to 15B&. Treaty further generally limits the rate of wiithding tax to 5% if the beneficial owner
of the dividends is a U.S. corporation that ownleast 10% of the voting shares of the subject @mp

If the beneficial owner of the dividend carriesklarsiness in Canada through a permanent establisiim@anada, or performs in Canada
independent personal services from a fixed ba&aimada, and the shares of stock with respect tohathe dividends are paid are effectively
connected with such permanent establishment od frese, the dividends are taxable in Canada asdassprofits at rates which may exceed
the 5% or 15% rate applicable to dividends thatnateso connected with a Canadian permanent esitafdint or fixed base. Under the
provisions of the treaty, Canada is permitted folyajis domestic law rules for differentiating diinds from interest and other disbursements.

A capital gain realized on the disposition of Conm8hares of the Company by a person resident ibtlited States (a "non-resident™) will
be subject to tax under the Act if the shares bglthe non-resident are "taxable Canadian propemyjeneral, Common Shares will be
taxable Canadian property if the particular nonest used (or in the case of a non-resident imsused or held) the Common Shares in
carrying on business in Canada or, pursuant togzegbamendments to the Act, where at any time gltiia five-year period immediately
preceding the realization of the gain, not less %% of the issued and outstanding shares of lasg or series of shares of the Company
were owned by the particular non-resident, by peseith whom the particular non-resident did nadldg arm's length, or by any
combination thereof. If the Company's Common Sheoastitute taxable Canadian property, relief niénedess may be available under the
Treaty. Under the Treaty, gains from the alienatb@ommon Shares owned by a non-resident who éasrbeen resident in Canada
generally will be exempt from Canadian capital gaax if the shares do not relate to a permandabkshment or fixed base which the non-
resident has or had in Canada, and if not more 56&f of the value of the shares was derived framhpeoperty (which includes rights to
explore for or to exploit mineral deposits) situbhie Canada.

F-17



Exhibit 10.9

EXPLORATION LICENSE
WITH OPTION

This Agreement, effective the 1st day of Octob888, is between Charles S. Howard, 1ll, Robert 8vb¥d, Jr., Frank Howard, Scott S.
Leask, Cynthia Saint Onge, Michael Jakobson andraa@apps as Trustees of Heritage Equity Trust, Ksgar and Dawna Capps as
Trustees of Miggie Equity Trust, S. Kittredge Cadlj Trustee of "The Collins Family Trust", whichtle sole and separate property of Settlor
husband, Marita Collins Biven, Trustee of "The N&IC. Biven Revocable Living Trust", Michael C. Hand, Trustee of the Howard Family
Trust dated October 2, 1987, Malinda Howard My&rsstee of the Malinda Howard Myers 1996 Trust Diagril 8, 1996, and Lisa L.
Howard, Trustee of the Lisa Lindsay Howard Trugedaluly 11, 1996 (collectively, "Howard"), whosideess is P.O. Box 1047, lone, CA
95640, and California Recovery Systems, Inc., aadawcorporation, ("CRS") whose address is 230 SRatk Blvd., Suite 21, Reno, Neve
89502.

1. License. In consideration of Ten Thousand Dsl(&10,000), Howard hereby grants CRS a licensat®er upon the land described in
Exhibit A attached hereto and incorporated by ezfee herein (the "Property") for the purpose obpeeting and exploring for Heavy
Minerals and evaluating the Property as a sitienadperation for extracting, processing, and shippif Heavy Minerals.

2. Term. The term of this Agreement and the licagremted herein shall be for one year from the Hateof, unless sooner surrendered or
otherwise terminated.

3. Option.

(a) Howard hereby grants to CRS the exclusive figlgnter into a production agreement with Howarject to all the terms, conditions and
covenants in the form of Agreement attached hexgtiéxhibit B (the "Production Agreement”). CRS reagrcise its option at any time
during the term of this Exploration License ("Thpton Period"), and the Option will lapse if nangly exercised. Howard and CRS
specifically acknowledge that they have bargaimedrhe Option Period as provided herein and thdeuno circumstances shall The Option
Period be extended except by written agreementekéguted by Howard and CRS and supported by atieqaasideration.

(b) The parties shall execute the Production Agexgnwhich may be in counterparts, and place suebuted documents into escrow with a
mutually acceptable escrow agent. CRS may exettoes®ption by, and only by, giving notice of exeecto said escrow agent. The escrow
agent shall be authorized to date and deliver thduRtion Agreement to the parties effective ugundate of receipt of such notice. Upon
receipt of such delivery, CRS shall forthwith make initial payment required under Section 3.0thefProduction Agreement to Howard.
Upon written request of CRS after exercise of tiptid, any one or more of the individuals consititgtHoward, or their
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Exhibit 10.9

successors, shall execute and deliver a ratifigatfdhe Production Agreement and of its statua party thereto in a form acceptable to CRS
acting reasonably.

4. Heavy Minerals. "Heavy Minerals" means pseudleueucoxene, rutile, anatase, ilmenite, ziramonazite, tourmaline, aluminium
silicates, and related minerals which are commoefigrred to as heavy minerals within the mininguisttly that are located principally in
active and inactive tailing ponds within the limitsthe Property.

5. Operations.

(a) CRS shall conduct its prospecting, exploratar evaluation operations, which may include, aitHimitation, mapping, sampling,
drilling, trenching, excavating test pits, samplthg waste stream from an existing silica sandgssiog operation, and measurement and
evaluation of existing environmental conditionsaimanner which will minimize damage to the surfacd shall comply with all federal,
state, and local statutes, regulations, and ordegrincluding all statutes, regulations, and @daes regarding reclamation and protection of
the environment,

(b) (i) CRS shall conduct its operations in stdotnpliance with all applicable federal, state azhl laws, decisions of the court, and
regulations, rules, directives, decrees, and orofdfiesderal, state, and local government autharitegyarding Hazardous Materials
(collectively, the "Hazardous Materials Laws"), aidll not allow any contamination of the Propentyther property of Howard (including
the soil, water, or air on, below, or above the ephy Hazardous Materials used in or resulting fitthoperations. If CRS fails or is not able,
for any reason, to comply with applicable Hazardelagerials Laws or its obligations under this Saetb(b), in whole or in part, including
without limitation any contamination of the Propeot other property of Howard caused or permittedCRS, Howard may, after notice and a
reasonable opportunity to cure, terminate this Agrent and shall also have the right, but not tHigation, to act in the place of CRS and to
take all actions action reasonable and necessatgsirable to ensure compliance or to mitigatetealm correct the violation of the
Hazardous Materials Laws. All costs and expensasiad by Howard in connection with any such actinoluding without limitation,
consultant and legal fees, shall become immediatedyand payable by CRS to Howard.

(i) Notwithstanding any provision in this Agreentea the contrary, CRS shall have no responsibiliaibility, or obligation, including

without limitation any indemnification obligation Howard, for any noncompliance with Hazardous Male Laws or other laws or for any
contamination by Hazardous Materials on the Prggamibr to the commencement of operations by CR#&erProperty, or with respect to
any noncompliance with Hazardous Materials Lawstber laws by persons other than CRS or CRS's er@edy contractors, subcontractors,
or agents or any contamination by or release ofrthus Materials caused solely by persons other@RS or CRS's employees, contract
subcontractors, or agents whether occurring bethneng, or after the period when this Agreemerit isffect.
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(iii) For the purposes of this Agreement, Hazardeladerials shall include, but shall not be limited, those substances defined as "hazardous
substances", "hazardous materials", or "toxic sutsts" in the Comprehensive Environmental Resp@wm@prehensive and Liability Act of
1980, as amended, 42 U.S.C. ss. 9601, et seddarardous Materials Transportation Act, 49 U.SL1801, et. seq.; and the Resource
Conservation and Recovery Act, 42 U.S.C. ss. 6804eq; those substances defined as "hazardousstasiSection 25117 of the California
Health & Safety Code; and those substances definéet regulations adopted and publications promuield pursuant to the above-referenced

laws.

(c) CRS shall fill all test pits dug by it upon tReoperty after they have served their purpose saad fill all exploratory drill holes within
seventy-two (72) hours after the completion oflidig. CRS shall keep all test pits and other extiama made by it properly and adequately
fenced, to the extent that its operations will castitute a hazard to persons or livestock, aatl sbnstruct and maintain during the term of
this Agreement all necessary fences, cattle guardgates which may be required to achieve thequaputlined above.

6. Data. Within thirty (30) days after the conchrsof drilling or prospecting, CRS shall provideHoward true copies of all non-interpretive
geological, geophysical, and other pertinent datduding, but not limited to, logs, graphs, chalt&ation maps, together with splits of all
core or other samples taken, and any other basimiation necessary to make interpretations ancliaions concerning the occurrences of
Heavy Minerals. Howard and their representatived! st all times have the right to observe andddtiing progress.

7. Covenant Against Liens. CRS shall immediatelyipdioward of the commencement of any work of impement upon the Property. CRS
shall pay for all work done and all materials fgimed for use or used in its operations on the Piyppead in the construction or installation of
buildings, structures, fixtures, or equipment oa Eroperty and shall keep the Property free fromhaeics' and miners' liens and other liens
by reason of claims of laborers or materialmena@roant of such work or materials. CRS agrees termufy and save Howard harmless
against any such claim of laborers or materialnreof the failure of CRS to perform the agreemerfithis Section. HOWARD reserves the
right to post and maintain notices of nonrespolisibas provided by California law.

8. Indemnity. Subject to Section 5(b)(ii), CRS s$kiaifend, indemnify and hold harmless Howard,ritstees, beneficiaries, employees, ag
and invitees ("Indemnified Persons") from any alhdlaims (including, without limitation, damagefemands, liabilities, statements,
stipulated penalties, response costs, awards hodsts and expenses [including without limitatiozasonable attorney's fees, costs of expert
witnesses, court costs, and other expenses ddtiitig], consulting fees, response costs, engingewil construction costs) made by third
parties, including any government agency, arisiingctly or indirectly from CRS's operations on nrconnection with the Property, includi
without limitation, claims made by CRS's employamstractors, subcontractors or agents or by mesntifehe public, or by any government
entity or agency for loss of or damage to propertfor injuries to or death of any person or faslation of any law, regulation or ordinance
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(including without limitation those relating to Hazlous Materials) or damage to the environment)yding, without limitation, the cleanup,
repairs, or detoxification, any violation of lavesders or demands of governmental authorities |anguit brought or threatened, settlement
reached or governmental order received, any persgnees or property damage, and any migratiotdazardous Materials from the
Premises to other properties), except claims riaguitom the sole negligence or willful miscondoétany Indemnified Party or lessee or
licensee of Howard (other than CRS). CRS's obligatiunder this section shall survive the expiratibrooner termination of this Agreeme

9. Insurance. CRS shall obtain and maintain tHewdhg insurance coverage:
(a) Workers' Compensation Liability within statutdimits.

(b) Commercial Automobile Liability including allam-owned, hired, rented or owned motor vehicles wittombined single limit for propet
damage and bodily injury of not less than one onilldollars ($1,000,000) per occurrence.

(c) Commercial General Liability Insurance on asurcence basis with a combined single limit for ibothjury and property damage of not
less than one million dollars ($1,000,000) per omnce, and an annual aggregate of not less thamilion dollars ($2,000,000), including:

(1) Premises Operations,

(2) Products and Complete Operations,
(3) Contractual Liability, and

(4) Independent Contractors.

(d) Excess Liability with a limit of liability of at less than Five million dollars ($5,000,000).

(e) CRS shall not permit its insurance coveradgeetoeduced below the amounts set out above bynedsmaims under any policies of
insurance at other locations.

HOWARD shall be named as an additional insuredliopadicies except Workers' Compensation and HOWAs$tiall receive 30 days'
advance notice prior to cancellation or materiaraes in policies. Except for the Workers' Compegmsaolicy, each of CRS's policies shall
contain a waiver of subrogation by CRS's insureairsg§ HOWARD. Each policy shall be underwrittensbgompany having a "General
Policyholder's Rating" of at least A as set forthhie most current issue of "Best's Insurance Gu@RS shall promptly deliver to HOWARD
complete and accurate certificates evidencing sogkrage and all renewal certificates will be dslad to HOWARD not less than fifteen
(15) days after the expiration date of the poling all extensions.

10. Property Taxes.
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(a) CRS will pay all taxes levied on its equipmantl personal property on the Property.

(b) CRS shall pay such taxes promptly and befoliagigency and shall keep the Property free fromdien account thereof. CRS will
indemnify Howard against loss, cost, or expenseshgon of taxes which CRS is required to pay.

11. Notices. Any notice or demand which may be reguto be served or which either party may detsirgerve hereunder may be served by
depositing it in the United States mail, enclosedn envelope, as registered or certified maih witstage prepaid, or in an appropriate parcel
with charges paid or charged to the sender's atdayposited with Federal Express, United ParceliSgror other such air express courier,
addressed to each of the following:

To: Howard

Charles S. Howard, 11l
P.O. Box 700
Alturas, CA 96101

Howard Properties
P.O. Box 1047
lone, CA 95640

To: California Recovery Systems, Inc.
1725 Sheridan Avenue
Cody, WY 82414
Attn: William P. Long

California Recovery Systems, Inc.
230 South Rock Blvd., Suite 21
Reno, NV 89502

Attn: C. Patrick Costin

Parr, Waddoups, Brown, Gee & Loveless
185 South State Street, Suite 1300

Salt Lake City, UT 84111

Attn: Clayton J. Parr

Either party may at any time by written noticetie bther change its address to which a notice madd shall be addressed. Any notice given
in accordance with the provisions of this Sectiballsbe deemed given as of the third business ttay mailing with proper postage affixed
and as of the second business day after depokitaniair express courier. Any notice given by o€tarles S. Howard Il shall constitute
notice by or to all persons and entities compris#@wWARD.
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12. Waiver. Any waiver, express or implied, by Hodaf any breach by CRS of any of the covenanthisfAgreement shall not be a waiver
of any subsequent breach of a like or other covenfathis Agreement.

13. Waiver Not a Release. If either party has htriiggreunder which, for whatever reason, it elaotso enforce, such non-enforcement shall
not constitute a waiver of the party's right to deich enforcement of that same right at a later tinless it expressly agrees in writing signed
by both parties, to waive for the future.

14. Sale or Encumbrance by Howard.

(&) Nothing in this Agreement shall be a limitatigpon the right of Howard to sell or otherwise disp of or encumber in any way any or all
of the Property, or any or all of the Arroyo Secaneho, at any time during the term of this Agreetnsubject to the rights of CRS under this
Agreement, which shall be acknowledged in writityghe grantee and any subsequent grantee.

(b) If Howard sells or conveys the Property of gayt thereof, the sale or conveyance shall op¢vatelease Howard from future liability

upon any of the covenants or conditions, expressplied, herein contained in favor of CRS, prowddbat the purchaser or transferee
expressly assumes the obligations of all such cavsrand conditions. In such event CRS agreestodolely to the responsibility of the
successor in interest of Howard in and to this &grent with respect to such future liability. ThigrAement shall not be affected by any such
sale or conveyance and CRS agrees to attorn foutithaser or assignee.

15. Estoppel Certificates. Either party may reqéresh time to time in writing, as a part of a sassignment, or hypothecation of all or part
of its interest in this Agreement or in the Propegtihat the other party furnish to the requestiagypan Estoppel Certificate. The Estoppel
Certificate shall be limited to certifying that $hi\greement is in full force and effect and unaneeh¢br if amended, stating such
amendments), that this Agreement is not in defayithe requesting party (or if in default, specifyithe nature of such default), and the dates
to which any payments under this Agreement have paé&l in advance. The requesting party shallch in writing the foregoing
information to be certified, and shall serve thmsan the other party pursuant to Section 15, thig¢hrequest that the other party execute,
acknowledge, and deliver to the requesting parith thirty (30) days after service of the requesttification that said information is correct
(or if not correct, specifically setting forth whatcorrect and what should be the correct infoiomt The request for certification by the
requesting party and the certification by the otbemty shall together constitute the Estoppel Geate. If the other party fails to timely so
respond, such other party hereby constitutes apdiags the requesting party the other party's a¢tpiin fact to execute the certification. It is
intended that any Estoppel Certificate may be dalipon and shall be for the benefit of any purchasssignee, encumbrancer, or other pe
or entity for whose benefit the Estoppel Certifecet obtained as part of the transaction set fthve, and shall be binding upon the other

party.
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16. Subordination.

(a) This Agreement is and shall be prior to anyuemlzrance recorded after the date this Agreemeetided. If Howard desires to encum

all or part of the Property by an encumbrance ¢éinaumbers no property except the Property, areeifander requires that this Agreement be
subordinate to the encumbrance, this Agreementis@aubordinate to the encumbrance, providedttiealender is a bank, insurance
company, savings and loan association, pension ptasther regulated institutional lender, and juled further that Howard first obtain from
such lender and deliver to CRS a written recordatggument which provides substantially as follows

No foreclosure of, deed given in lieu of foreclasof, or sale under the mortgage, and no stepsocegures taken under the mortgage, ¢
effect lessee's rights under the Agreement. Anghmser at any foreclosure sale, or any grantemiosferee designated in any deed given in
lieu of foreclosure, shall take the premises suliethe terms of the Agreement. No holder of th@tgage shall, nor shall have the power to,
join CRS by reason of its interest in the Propertger this Agreement in any action or proceedingrtimrce the rights of such holder un

the mortgage or the debt thereby secured, for tinggse of terminating CRS's interest or estate i Agreement.

(b) The provisions of this Section 16 shall prewair any conflicting provisions in the encumbrance

(c) CRS shall attorn to any purchaser at any foseok sale, or to any grantee or transferee ddsigivaany deed given in lieu of foreclosure.
CRS shall execute a written agreement and any dtrments required by the lender to accomplisiptiiposes of this Section.

17. Miscellaneous.
(a) California Law. This Agreement shall be constrand applied under and in accordance with the t#fwhe State of California.

(b) Titles Not Determinative. Titles or captiong &r convenience only and are not to supersedteary way alter the meaning of the
language of the paragraphs to which they pertain.

(c) Integration. This Agreement sets forth therentbntract between the parties, and there ar@amipes or representations other than those
set forth herein. This Agreement shall not be aredrekcept by written agreement.

(d) Severability. If any term, covenant, condition provision of this Agreement is held by a cafrcompetent jurisdiction to be
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invalid, void, or unenforceable, the remainderhaf provisions hereof shall remain in full force affict and shall in no way be affected,
impaired, or invalidated.

(e) Inurement. The rights and liabilities of thetjEs hereto shall be binding upon and inure tobtreefit of their respective heirs, executors,
administrators, legal representatives, succesandsassigns in accordance with the provisions liereo

(f) Survival of Terms and Conditions. The followiSgctions shall survive the termination of this égment to the full extent necessary for
their enforcement and the protection of the partwhose favor they run:
Sections 4, 7, and 11.

(9) Counterparts. This Agreement may be executedumterparts, each of which shall be treated aneftective as an original.

(h) Recording. This Agreement, with a short forrmsuarization of Exhibit B attached, may be recorldgd party.

HOWARD:
Dated
""""""" Charles S. Howa rd, I
Dated
""""""" Robert S. Howar d, Jr.
Dated
""""""" Frank Howard
Dated
""""""" Scott S. Leask
Dated
""""""" Cynthia Saint O nge
Dated
""""""" Michael Jakobso n, as Trustee
of Heritage Equ ity Trust
Dated
------------- D a;/vnaICa-pps as Trustee
of Heritage Equ ity Trust
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Dated:
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Kami Asgar, as Tr
of the Miggie Equ

Dawna Capps, as T
of the Miggie Equ

S. Kittredge Coll
of the Collins Fa

Marita Collins Bi
of The Marita C.

Michael C. Howard
of the Howard Fam

Malinda Howard My
Malinda Howard My

Lisa L. Howard, a
Lindsay Howard Tr

[notary signature pages omitted]
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EXHIBIT 23.1
[Letter Head of McGovern, Hurley, Cunningham]
INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference ofreport dated February 26, 1999 in (i) in the Regisn Statement on Form S-3,
Registration No. 333-70763, filed by Altair Intetivaal Inc. with the Securities and Exchange Comsiois (the "Commission”) (ii) The
Registration Statement on Form S-8 filed by Altaternational Inc. with the Commission on July, 798nd (iii) the Registration Statement
on Form S-8 filed by Altair Inernational Inc. withe Commission of September 29, 1998 and to treerte to our firm under the heading
"Experts" in the Prospectus or Disclosure Documasigpplicable, which is a part of each such Regish Statement.

McGovern, Hurley, Cunningham
signed "McGovern, Hurley, Cunningham"
Chartered Accountants

North York, Canad:
March 16, 1999



ARTICLE 5

PERIOD TYPE 12 MOS
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199
PERIOD END DEC 31 199
CASH 310057
SECURITIES 0
RECEIVABLES 12449:
ALLOWANCES 0
INVENTORY 0
CURRENT ASSET¢ 323121
PP&E 65947(
DEPRECIATION (197053
TOTAL ASSETS 871205.
CURRENT LIABILITIES 23951
BONDS 0
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 1646246.
OTHER SE (7989923
TOTAL LIABILITY AND EQUITY 871205.
SALES 0
TOTAL REVENUES 0
CGS 0
TOTAL COSTS 0
OTHER EXPENSES 172992.
LOSS PROVISION 0
INTEREST EXPENSE 3216¢
INCOME PRETAX (1762088
INCOME TAX 0
INCOME CONTINUING (1762088
DISCONTINUED 0
EXTRAORDINARY 16745
CHANGES 0
NET INCOME (1929539
EPS PRIMARY (.14)
EPS DILUTED 0
1 Fully diluted EPS not computed on Ic

End of Filing
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