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ADDITIONAL OFFERING

900,000 AGENT'S WARRANTS

THE AGENT HAS AGREED TO PURCHASE ANY OF THE SHARES OFFERED
HEREBY WHICH HAVE NOT BEEN SOLD AT THE CONCLUSION THE OFFERING
(THE "GUARANTEE"), AND AS CONSIDERATION FOR THE GUARANTEE HAS
BEEN GRANTED THE AGENT'S WARRANTS. ANY SHARES ACQUIRED BY THE
AGENT PURSUANT TO THE GUARANTEE WILL ALSO BE DISTRIBUTED UNDER
THIS STATEMENT OF MATERIAL FACTS THROUGH THE FACILITIES OF THE
VANCOUVER STOCK EXCHANGE AT THE MARKET PRICE AT THE TIME OF
THE SALE. FOR FURTHER PARTICULARS PLEASE REFER TO THE ITEM
CAPTIONED "PLAN OF DISTRIBUTION" HEREIN.

AGENT

GEORGIA PACIFIC SECURITIES CORPORATION
Sixteenth Floor, Two Bentall Centre

555 Burrard Street
Vancouver, British Columbia

V7X 1S6

THE SECURITIES OFFERED HEREUNDER ARE SPECULATIVE IN NATURE.
INFORMATION CONCERNING THE RISKS INVOLVED MA Y BE OBTAINED BY
REFERENCE TO THIS DOCUMENT. FURTHER CLARIFICATION, IF REQUIRED,
MA Y BE SOUGHT FROM A BROKER.

NEITHER THE SUPERINTENDENT OF BROKERS NOR THE VANCOUVER STOCK
EXCHANGE HAS IN ANY WAY PASSED UPON THE MERITS OF THE SECURITIES
OFFERED HEREUNDER AND ANY REPRESENTATIONS TO THE CONTRARY IS
AN OFFENCE.

DATED: August 8, 1989.
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The Quatsino limestone outcrops in two bodies on the Scafe Group of claims. One
occurs north of the main vein and is well exposed in the No.9 level crosscut. This
body is dolomitized and was tested by drilling but was not found to have
commercial quality. The second limestone body outcrops south of the main vein
on the northem shoulder of Lukwa Mountain.

The Jurrassic granodiorite body belonging to the Island Intrusions intrudes
Vancouver Group volcanics and sediments in the northwestern portion of the
Britannia group just south of the Zeballos River.

The Tertiary aged quartz diorite, Zeballos Batholith, underlies the largest portion
of the Central Zeballos property. This body intrudes the Triassic Karmutsen
volcanics and the Quatsino limestone in the north and southeasterly portions of
the Scafe group of claims; the Bonanza volcanics in the western portion of the
Britannia M claim group; and the Jurassic granodiorite body in the northwestern
part of the Britannia B claim group. A complex melange of intrusions are exposed
along this contact on the Goldvalley logging road. Several altered mafic xenoliths
occurring in the batholiths are believed to be remnants of the volcanics and older
intrusives which have been grantized by the intruding body.

A third intrusive event is evidenced by felsic and mafic dykes which occur along
the same structures as the gold bearing veins. They are believed to have been
injected at the same time as the mineralization was deposited. The dykes
themselves are highly altered and mineralized in places."

Property Mineralization and Alteration

Central Zeballos - Scare Group

"Skarn mineralization occurs along the contacts between the intrusive bodies, the
limestone and the volcanics both south and north of the main vein on the Scafe
Group. A diamond drilling programme conducted in the sixties outlined a
mineralized zone containing copper and some gold. The gold values appear to be
sporadic, as is typical of skarn deposits. Although the mineralization may have
some economic importance in the future the current direction for exploration is
the gold bearing quartz sulphide veins.

An extensive gold bearing quartz sulphide vein was discovered on the Central
Zeballos property in 1937 and was developed over a 1,440 foot (439 metres) strike
length and a 900 foot (274 metres) vertical extent. The vein strikes approximately
900 and dips from 85 to 650 to the south. Within the developed workings· three
main ore shoots were mined by stoping. When mining was discontinued in 1947
two zones on the No.5 level had been blocked out but were not taken. The vein

was drifted along on the No.6 level for approximately 400 feet. Stations were
established on the No. 7 and 8 levels in the main raise but the vein was not
explored at these levels. The No. 9 level drift shows a consistent vein for
approximately 300 feet. At the westem end of the No.9 level drift the vein is
diverted by a southwesterly striking splay in the main structure and is then cut off
by a northeasterly trending fault.

Programmes of back sampling of the old workings were carried out both in 1982
and recently in 1988. Based on the results from the 1982 programme D. Tully, P.
Eng. calculated possible-probable reserves to be 9,020 short tons based on a
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density of 12 cubic feet per short ton ore and a mining width of 1.2 feet. The
western most area blocked out in the late 1940's but not mined, on the No.5 level,
has been calculated by Tully to contain 1,662 tons grading 1.239 ounces gold and
0.97 ounces silver per ton.

During the Fall sampling programme areas not accessed in 1982 were sampled as
well as some of the same areas for comparison. The results of the recent
sampling indicate that two ore shoots may be present at the No.6 level. Values
from 0.546 to 0.79 ounces of gold per ton over 20 to 30 centimetres were obtained
from 30 to 40 metres east of the main raise. At the western face of the No.6
drift a value of 3.856 ounces gold per ton over 22 centimetres (8.66 inches) was
obtained. In the western most area blocked out by Tully on the No. 5 level,
values of up to 2.826 ounces gold per ton over a width of 35 centimetres (13.78)
inches were obtained. At the western face of the No.5 level a sample taken over
35 centimetres assayed 4.616 ounces per ton.

Two other mineralized structures are exposed in the No.9 level crosscut and were
drifted on for short distances. The strike of these is 600 which is the average
strike of the are bearing veins in the mines on Spud Creek (held by McAdam
Resources and New Privateer Mines). The most northerly structure is a narrow
quartz vein with some clay gouge and pyrite, arsenopyrite, sphalerite and galena.
Although the vein is narrow where exposed it is gold bearing and may open up into
better widths along the strike or dip extent as most of the economic veins in the
camp pinch to narrow widths in places. The second structure is an aplite dyke
similar in appearance to the dyke occurring in the footwall of the main vein in the
discovery showing at the No.1 level on the west fork of Bibb Creek. Pyrite and
chalcopyrite mineralization hosting weak gold mineralization occurs along a post
dyke shear on the footwall selvage of the dyke.

Surface prospecting and geological mapping along the strike projection of the
main vein delineated narrow quartz veins and aplite dykes up to 750 metres west
of the discovery showing at the No. 1. level on the west fork Bibb Creek.

A northerly trending grid line which was prospected, mapped, and soil sampled
1,530 metres west of the discovery showing delineated two narrow quartz veins
and a rhyolite dyke all striking 600 • The veins showed only minor gold
mineralization and th~ soil samples did not detect any noticeable geochemical
anomalies."

Britannia B Claim Group

II Several narrow gold bearing quartz sulphide veins have been discovered over the
years on the Britannia B claim. The following are results obtained from a report
written for the Britannia Mining and Smelting Company Ltd. in 1937.

Vein Adit Length Claim Assay Width
(feet) oz/ton (inches)

Garbo B 0.13 7.5
End B 0.02 1-13
Wet Fraction B Trace 2-4
River B 0.02 4
Dyke Wet drift 1830 B 15.6



-17-

Some of these veins and some new discoveries were sampled during the recent
exploration programme. Several mineralized shear zones and quartz veins occur
along and just south of the contact between the Jurassic granodiorite and the
Tertiary quartz diorite batholiths. Weak gold, silver, copper, zinc, and arsenic
mineralization occurs in these structures but so far none have proven economic.
The average strike of these structures is 600

• Several of the structures are well
exposed along the east-west to southerly curve on the Goldvalley Main logging
road. A couple of veins are exposed on Monckton and Gold Valley Creeks just
above and below their confluence, respectively. One quartz vein is exposed in an
old trench in a gulley in the northwestern corner of the Britannia B claims
approximately 375 metres south of the Goldvalley logging road. In the late 1930's
plans were drawn up by the Britannia Mining and Smelting Company to drive two
long crosscuts to access a group of these veins occurring in the northwest comer
of the B-5 claim.

Shear zones and quartz veins are also exposed on the southern half of the
Britannia B claims. Weak gold values over narrow widths were obtained from
veins exposed along a narrow switch back on the Goldvalley Main line 160 to 360
metres south of Monckton Creek.

A zone of several veins is exposed along the western loop of the Goldvalley Main
line at the southwestern end of the Britannia B claims. Several of these veins
carry weak gold mineralization. The most encouraging results were obtained from
a 2 to 5 centimeter wide rusty fracture in silicified quartz diorite which carries
0.268 oz/ton gold, 0.019 oz/ton silver and 9,000 ppm arsenic. A 9 centimetre wide
gouge zone carries 5,590 ppm molybdenum with weak gold values (0.013 oz/ton)."

8ri tannia M Clai m Group

"Several narrow gold bearing quartz sulphide veins have been discovered over the
years on the Britannia M. claims. In the 1930's three gold bearing veins were
discovered and drifted on for short distances. The following are results obtained
from a report written for the Britannia Mining and Smelting Company Ltd. in
1937.

Vein Adit Length Claim Assay Width
(feet) oz/ton (inches)

Free gold Upper 56 M 0.61 4.7
Free gold Lower 38 M 1.51 2.5
Goat 100 M 0.31 9
Long 82 M 0.019 4

One of these veins and adits was discovered and sampled during the recent
programme. Although these veins are narrow where exposed on the
Britannia M claims they are very continuous and extend onto claims held by
McAdam Resources Inc. in Goldvalley. These veins parallel the Goldfinch
and other veins currently being developed by McAdam Resources Inc. on the
Spud Valley property which bounds the northern edge of the Britannia M
claims.

The character of the gold bearing veins is the same as that described under
regional mineralization."
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Diamond Drilling

The Report then reveals, at pages 15 t~rough 19, the following:

"Diamond drilling was carried out from December 1 to 15, 1988; and from
January 17 to April 3, 1989 during which time a total of 2,211 metres (7,253
feet) were drilled. All drilling was carried out from the No.9 level crosscut
at an elevation of 200 metres (650 feet).

Eight drill holes totalling 3,228 feet were drilled from station 1, 1840 feet
from the No. 9 level portal. These holes were targeted to test the
mineralization in the main vein between the No.5 level and the No.9 level
and west of the No.4 and 5 level drifts.

An additional 4,025 feet were drilled in 13 holes from a new extension of the
crosscut 50 feet south of the No.9 level drift (2,350 feet from the portal).
Twelve of these holes tested the extension of the vein below the No.9 level.
One flat hole was drilled due south of the main vein to search for additional
mineralized veins••••

The main vein structure was intersected in 19 of the 20 holes drilled to test
it. The vein was always intersected approximately where expected
indicating that there are no major faults offsetting the structure in the area
tested by drilling. New veins were also intersected in several holes•..•

( ...)
Drill hole No.s C Z-9-88-1 to 89-6, 20 and 21 tested the downward extension
of the ore shoots blocked out on the No. 5 level and indicated by recent
sampling at the western face of both the No.5 and 6 levels. At the same
time the narrower veins paralleling the main vein to the north were also
tested by these holes.

Where CZ-9-89-20 intersected the main vein structure a brecciated quartz
vein with fine grained sulphides carries 0.568 ounces gold per ton across a
0.22 metre (8.7 inches) width. This zone was intersected at the No.6 level,
115 feet below an ore ~hoot previously mined on the No.5 level and 95 feet
west of ore grade mineralization sampled (3.8 ounces gold/ton over 8.5
inches) in the western face of the No. 6 drift. This intersection suggests
that the ore shoot mined on the No.5 level may extend 115 feet in depth
over it's 100 foot lateral extent. Drill hole CZ-9-88-1 intersected a zone
carrying only 0.003 ounces per ton gold in the main vein structure between
hole No. 20 and the No. 6 level drift. While this result does not allow
reserve estimates to be given for this area, it is not uncommon to find low
values within ore shoots in the Central Zeballos mine and other mines in the
Zeballos Camp.

Drill hole CZ-9-88-1 intersected a new vein 89 feet (27 metres) north of the
main vein between the No.6 and 7 levels. This zone consists of a white
quartz veinlet with siliceous hanging wall and footwall. No sulphides were
visible in the zone. A 0.10 metre (4 inches) width carries 1.2 ounces per ton
gold.
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The narrow veins exposed on the No.9 level were not detected in any of drill
holes C2-9-88-1 to 89-6,20 or 21.

Hole No.s C2-9-89-7 to 18 were drilled to test the extension of the vein
below the No. 9 level. Drill hole C2-9-89-10 intersected a zone carrying
0.82 ounces gold per ton over a width of 0.23 metres (within this a 0.064
metre width carries 2.878 ounces per ton). The zone comprises a Quartz vein
occurring within a clay and sericite gouge. The vein hosts coarse pyrite,
sphalerite and galena; both the vein and the gouge host fine grained grey
sulphides. This intersection of the main vein structure is 121 feet below the
No.9 level and 50 feet (15 metres) west of the raise where commercial are
is noted on old mine maps. This suggests a new are shoot may be developing
between the area intersected by C2-9-89-10 and the raise area.

The fourth mineralized zone intersected by the recent drilling is in a new
structure 372 feet south of the main vein on the No.9 level. This zone was
intersected by C2-9-89-19 which was a flat hole drilled for a distance of 441
feet (134.42 metres) due south of the main vein. The zone comprises a
Quartz veinlet within fault gouge of sericite and carbonate and pyrite up to
20%. The structure carries 1.48 ounces per ton over a 0.07 metre width.
Although this is not an economic width, this structure is a new discovery and
is worthy of further investigation."

Reserves

The Report then discloses, at pages 19 and 20, the following:

"A back sampling programme of the old workings was carried out in 1982 by
D. Tully, P. Eng. who calculated the fallowing reserves:

Area Category Tons Grade Area D~nsity Width
oz/ton ft2 ft Iton feet

No. 415 levels West Probable 1,662 1.239 18,000 12 1.12

No.2-9 levels West Possible- 9,020 90,200 12 1.2
Probable

In 1988 and 1989 Beaty Geological Ltd. carried out exploration programmes
comprising: rehabilitation of the No. 9 level crosscut to 1840 feet; back
sampling and geological mapping of the accessible levels of the mine; and
7,253 feet (2,211 metres) of diamond drilling from the No. 9 level which
intersected the main vein structure between the NO.s 4 and 7 levels and up
to 155 feet below the No.9 level.

The 1988 back sampling programme confirmed the presence of the western
are shoot between the No.4 and 5 levels and a 35 centimetre chip sample
carrying 4.616 ounces per ton suggests a western extension to this are shoot
in the western face of the No.5 level. In addition to this, an eastern are
shoot between the same levels indicated on mine maps from 1947 was
confirmed.
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Two ore shoots are also indicated at the No.6 level. Values from 0.546 to
0.79 ounces gold per ton over 20 to 30 centimetre were obtained from 30 to
40 metres east of the main raise. At the western face of the No.6 drift a
value of 3.856 ounces gold per ton over 22 centimetre (8.66 inches) was
obtained.

The possible-probable reserves, between the No. 2 and No. 9 levels,
calculated by Tully as 9,020 short tons would equal 30,067 tons over a 4 foot
mining width. Due to the nature of the are shoots indicated on the mine
maps the writer would expect that more than one shoot is likely present
within this area as reflected in the following reserve estimates. These
reserves are calculated over a 4 foot mining width which is standard practice
for the camp.

Area Category Tons Grade Area D~nsity Width
oz/ton ft 2 ft Iton feet

No.4-5 levels West Probable1 6,000 0.35 18,000 12 4
N0.4-5 levels East Probabl~ 3,000 0.35 9,000 12 4
No.5-9 levels West Possible 15,600 0.35 135,000 12 4
No.2-5 levels West Possible 20,000 0.35 60,000 12 4
No.5-9 levels East Possible 10,000 0.35 30,000 12 4
No.9-1020 ft Raise Possible 2,500 0.35 7,500 12 4

9,000 Tons Probable
48,100 Tons Possible

1Probable Reserves have only been estimated where indicated by compiling
results of recent underground sampling with old mine data.

2Possible Reserve estimates are based on results from old mine data as
supported by recent underground sampling and diamond drilling. The
estimated grade of 0.35 ounces per ton is based on historical data and not
from current point sampling. The length of the estimated are shoots are also
based on historical mine data.

Due to the nature of the lenticular and narrow veins which host high grade
shoots of gold in the Zeballos Camp diamond drilling has been found to only
be effective in tracing the vein structure not in estimating reserves. As is
common in this type of gold camp, McAdam Resources Ltd. (Spud Valley)
recommends drilling for structure and drifting for reserves. Although the
lack of high grade intersections in the area west of drill hole C Z-9-89-21
limits the estimate of Possible Reserves, this area should not be considered
fully tested and barren in that holes such as CZ-9-89-3 and 21 intersected
zones carrying 0.024 and 0.087 ounces per ton gold which show that the
structure is still mineralized. This range of values often occurs within ore
shoots although they are not direct evidence of an are shoot.

The continuity of the gold bearing vein indicates the potential for developing
more reserves both along strike and down dip. The present target is to
develop 250,000 tons grading 0.35 ounces per ton. 1I
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Conclusions

The Report then discloses its conlusions, at page 21, as follows:

"The Central Zeballos mine was abandoned in 1947 with ore reserves left in
the developed workings. The potential for developing additional reserves
along both the strike and dip extent of the main vein is excellent. In
addition to the main vein, gold mineralization occurs in several other
parallel structures within the old workings which deserve further attention.

On the adjacent Britiannia B and M claims several narrow gold bearing
structures show potential for hosting economic gold mineralization. Two
other groups of claims, the Rimy and the H&.J, cover areas proximal to
known gold bearing Quartz veins and have an excellent potential for covering
the extensions of the known veins as well as parallel structures to them.

The Fall exploration programme updated the ore reserve estimates in the
Central Zeballos Mine. Probable and Possible Reserves are estimated at
9,000 and 48,100 tons, respectively, grading 0.35 ounces per ton.

During the underground drilling programme a total of 2,211 metres (7,253
feet) were drilled from the No. 9 level. Four of the twenty-one holes
intersected high grade gold mineralization of between 0.5 and 2.78 ounces
per ton, several of the holes intersected mineralized zones of between 0.02
and 0.087 ounces per ton gold indicating continuity to the gold bearing
structure. Two zones show potential for developing further reserves. The
first zone suggests an extension to the No.5 level ore shoot for at least 115
foot vertically and 100 foot laterally. The second zone suggests a 121 foot
vertical extension to ore grade mineralization delineated in old mine records
in the vicinity of the raise on the No.9 level.

Diamond drilling was successful in identifying the extension of
mineralization in the main vein structure beyond those areas previously
mined. The next phase of exploration required is underground development
which will require a programme of rehabilita·ting the old workings and
drifting along the Central Zeballos vein in mineralized areas. In addition to
providing exploration data this programme will also develop access and
enable mining to be rapidly initiated if a production decision is made in due
course. Additional diamond drilling is also warranted to continue to test the
strike and dip extent of the main vein and the narrower parallel veins.

Recommendations

The Report then reveals its recommendations and cost estimates,
in part, at pages 22 through 24, as follows:

"Based on the conclusions stated, the following Phase ill and IV exploration
programmes are recommended. The decision to proceed with Phase IV is not
contingent upon favourable results from drilling in Stage III of Phase III and
may proceed without completing Stage III. The justification to proceed with
the Phase IV programme of rehabilitation for exploration on the No.5 level
is based on current information indicating probable reserves on the No.5
level. While drilling has proven to be encouraging in the Central Zeballos
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Mine, the nugget effect of the gold mineralization limits the ability of
drilling results to substantiate reserve estimates. Therefor drilling may be
carried out to provide further encouragement as to the extent of gold
mineralization in the Central Zeballos Mine but it is not imperative.

PHASE III Exploration and Development No.9 Level

Stage I

1) The mine access and haulage road which connects the No. 9 level
portal with the Nomash Creek logging road should be improved over
its' 1.5 kilometre length.

2) An engineering study should be carried out to evaluate the existing
raise and lower mine workings in order to have a better control on
costs for the next stages of further exploration and development.

Stage II

Track should be installed on the No.9 level from the dump area outside the
portal to the raise. Rehabilitation of the No.9 level should be completed
from the intersection of the No.9 level crosscut and the main No. 9 level
drift to the raise, a distance of approximately 200 feet. The cost required to
complete this work is estimated as the Phase III Stage II programme in
section 7.

Stage III

1) Diamond drilling should be carried out from the east side of the main
raise on the No.9 level. Drill stations should be made both north and
south of the main vein to enable drilling. Drilling from the north
station will test the vertical extension of the ore shoot mined
between the No.2 sublevel and the No.4 level as indicated by recent
sampling on both the No.5 and No.6 levels. Drilling from the station
south of the main vein will test the zone below the No. 9 level
intersected in hole C 2-9-89-10 during the Phase II Stage II drilling
programme.

2) Diamond drilling should also be carried out from drill station 2 to test
the vein between level No.s 7 and 9."

The Report then discloses, at pages 23 through 25, the cost of
each of Stages I, II and III, of the Phase III, and Phase IV of
the recommended work programs on the Property, as follows:

Phase III Exploration and Development No.9 Level

"ST AGE I
Road Construction
Engineering Study

TOTAL STAGE I

$ 25,000.00
5,000.00

$ 30,000.00
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ST AGE II
Mobilization and Setup
Rail installation: 2,700.00 feet @ 25.001foot
Installation of safety Bays: 18 @ 450.00 each
Food and Accomm 62.00 mandays @ 60.00 Iday
SupeT"'Vision 6.00 days @ 350.00 Iday
General Contingency @ 9.4%

TOTAL STAGE II REHAB

ST AGE III DIAMON D DRILLING

GEOLOGICAL SUPPORT

10,000.00
67,500.00
8,100.00
3,720.00
2,100.00
8,580.00

$100,000.00

Personnel
Geologist 21.00 days @ 350.001day $ 7,350.00
Assistant 21.00 days @ 225.001day 4,725.00

Support
Motel 21.00 days @ 25.Do Iday 525.00
Food 42.00 days @ 25.001day 1,050.00
Trucks 4X4 21.00 days @ 50.001day 1,050.00
Gasoline 21.00 days @ 10.001day 210.00
Drillers Fuel 14.00 days @ 10.001day 140.00
Camp fuel 21.00 days @ 16.801day 352.80
Communications 1,000.00
Assays 100.00 smpls @ 25.00 Isample 2,500.00
Supplies 1,550.00
Cat 15.00 hours @ 70.00/hour 1,050.00

Office
Project Prep 3.00 days @ 325.001day 975.00
Drafting 1,500.00
Report Writing 5.00 days @ 350.001day 1,750.00

GEOLOGICAL SUPPORT TOTAL $ 25,727.80

DRILUNG

Coring 2,000.00 feet @ 19.251foot 38,500.00
Shift Boss 14.00 days @ 312.501day 4,375.00
Fuel 12.00 days @ 100 gal/day @ 1.81gal 2,160.00
Food 14.00 days @ 125.00/day 1,750.00
Accommodation 14.00 days @ 50.001day 700.00
Core boxes 125.00 boxes @ 8.50/box 1,062.50
Power Supply 14.00 days @ 200.001day 2,800.00
Dip tests 10.00 tests @ 60.00 Itests 600.00
Moves and Labour @ 10% 5,194.75
MoblDemob 6,000.00 + 6,000 labour 12,000.00

COST PER FOOT 34.57 DRILUNG TOTAL 69,142.25

SU BTOT AL GEOLOGICAL AN D DRILLING $ 94,870.05
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Contingency at approximately 15%
Administration and Overhead at 10%

GRAND TOTAL PHASE III STAGE III

TOT AL STAGE I
TOTAL STAGE II

TOTAL PHASE III

14,220.95
10,909.00

$120,000.00

$ 30,000.00
$100,000.00

$250,000.00"

Phase IV Rehabilitation of the Raise to enable Drifting on the No.5 and 6 Levels

Mobilization and Setup

Surface Site Preparation at Portal

Trestle

10,000.00

20,000.00

10,000.00

Cleaning old Chutes of Waste and Ore

Food and Accom

Chute installation

350 mandays

2

@

@

60.00/day

20,000.00/chute

21,000.00

5,000.00

40,000.00

Raise:Rehab/Surface 400.00 feet @ 300.00/foot
Replacing 100% staging and manway timber,

100% raise cribbing and all ladders

Tramming

Contingency Rock bolting and Ground Control at 15%

120,000.00

20,000.00

49,200.00

Mining Engineer 60.00 days @ 500.00 30,000.00

General Contingency

Administration and Overhead

@

@

15%

10%

48,780.00

37,398.00

TOTAL PHASE IV $411,318.00"

There are no known reserves of commercial ore located on the
Property, and the Issuer is conducting an exploratory search for
ore only.

There are no known mater ial underground or sur face work ings,
plant or equipment located on the Property, except as disclosed
herein.
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7 Crown Granted Mineral Claims (No Royalty)

Lot Number

1878
1879
1715
1712
1049
1047
1046

Claim Name

Mon Fraction, MC
Bax Fraction, MC
Extension 8
Extension 10
Extension 6
AD
AE

(collectively known as the "Sand Mineral Claims").

The Agreements provided for payments of a total of $245,000 and
issuances of a total of 200,000 common shares by the Issuer to
the Optionors (75% to Mr. Clement and 25% to Ms. Lindsay), which
payments and issuances have been made by the Issuer to the
Optionors. Correspondingly, the Issuer has acqui red a 100%
interest in and to the Sand Mineral Claims~

Pursuant to an Agreement dated November 5, 1983, as entered into
between the Issuer and Neil Scafe ("Scafe"), of P.o. Box 94,
Dawson Creek, British Columbia, the Issuer acquired a one hundred
percent (100%) interest from Scafe, subject to a two and one-half
percent (2.5%) net smelter return royalty, in consideration of a
cash payment of $6,500 which has been made, in and to thirteen
(13) reverted crown granted mineral claims located in the Alberni
Mining Division of the Province of British Columbia, which
reverted crown granted mineral claims are more particularly
described as follows:

13 Reverted Crown Granted Mineral Claims (2.596 Net Smelter Return Royalty)

Lot Number

1048
1713
1714
1901
1902
1766
1767
1768
1997
1998
1770
1771
1772

Claim Name

Extension 5
Extension 9
Extension 7
Rimy 6
Rimy 1
Rimy 8
Rimy 5
Rimy 7
Hand J 7
Hand J 8
XY
XX
XZ

Record Number

1577
1576
1575
1574
1574
2471
2470
2470
2472
2472
1572
1571
1573

(collectively known as the "Scafe Claims").
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Note 7 con't

(e) Accounts Parables and Accrued Liabilities
as of Apr~l 3D, 1989 $ 39,219

$ 11,984

Less: Ordinary creditors
share for debt settlement $27,235

Balance after share for
debt settlement

==========

Note 8: COMPARATIVE FIGURES

Comparative figures are presented for the fiscal year
ended May 31, 1988. Comparative figures are not
presented for the corresponding eleven month period ended
April 3D, 1988, as the latter figures are not available
and are not as meaningful as the figures for the
preceding fiscal year.
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SUMMARY

The Central Zeballos property comprises 2~ 7rown grants and
11 reverted crown grants in the Alberni ~n~ng division on
Vancouver Island, British Columbia. The nearest communities
are Zeballos, 15 road kilometres to the southwest and Port
NcNeill, 90 road kilometres to the north. Access is by road
via the North Island Highway and the Zeballos Forestry road
which connects with the highway 42 kilometres north of
Zeballos and 50 kilometres south of Port McNeill. The
property is situated on the west coast of Vancouver Island,
33 kilometres east of the Pacific Ocean. The region has a
wet climate averaging 250 centimetres precipitation annually.

The Central Zeballos Property was initi~lly staked in 1937
following the discovery of the main vein near the head waters
of Bibb Creek. Underground work was started in 1938 with two
adits at the No.s 1 and 2 levels. By 1940 a 50 ton per day
mill was erected at the base of the mountain on Bibb Creek.
The 2,300 foot crosscut was driven at the mill level (No.9
level) and a 400 foot raise was driven to access the stopes
being mined at the No.5 level. Recorded production for the
mine was 20,472 ounces gold and 14,618 ounces silver from
58,450 tons mined, of which 41,655 tons were milled, from
1940 to 42 and 1946 to 47. The average grade of are is
calculated at 0.491 ounces of gold and 0.35 ounces of silver
per ton.

In addition to the gold bearing quartz veins the Central
Zeballos Property has been explored intermittently for its'
copper (± gold) skarn and lime silicate (CaC0 3 ) potential.

Impact Resources Inc. (now New Impact Resources Inc.)
acquired the Central Zeballos Property in 1981. Since that
time New Impact Resources Inc. has carried out programmes of
back sampling, rehabilitation, drilling, prospecting and
geochemical sampling. Both the historic Spud Valley and
Privateer properties have received a renewed interest since
1984 and are currently being developed by McAdam Resources
Inc. and New Privateer Mines Ltd., respectively. McAdam
Resources reports reserves of 429,533 tons grading 0.25
ounces gold per ton over a 4 foot mining width.
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In the Fall of 1988 CanAlaska Resources Ltd. optioned the
Central Zeballos property from New Impact Resources Inc. and
carried out an exploration programme comprising the
following: rehabilitation of the No.9 level cro~scut; back
sampling and geological mapping of the accessible levels of
the mine; surface prospecting and geological mapping,
geophysical 'surveys; geochemical sampling and a compilation
of all data previously collected. These surveys are
discussed in assessment reports covering these programmes.

Underground diamond drilling was carried out from December 1,
1988 to April 3, 1989. A total of 2,211 metres (7,253 feet)
were drilled in 21 holes. The drilling tested the main vein
structure between the No.4 and 9 levels as well as below the
No.9 level. The two programmes carried out by CanAlaska were
completed at a total cost of approximately $600,000.00

In the Zeballos Camp the gold bearing veins are believed to
have been formed as a late stage of the Tertiary Sooke
(quartz diorite) Intrusion. This quartz diorite body
underlies a large portion of the Central Zeballos Property.
The veins are lenticular in form and comprise quartz and
clay-quartz gouge and breccia hosting pyrite, sphalerite,
arsenopyrite, chalcopyrite, galena, pyrrhotite and minor
marcasite. The veins average one foot in width but often
pinch to much narrower widths. Grades in ore shoots range
from 0.25 to over 4 ounces per ton gold.

The recent exploration programmes updated the ore reserve
estimates to 9,000 tons Probable grading 0.35 ounces per ton
and 48,100 tons possible grading 0.35 ounces per ton.
Drilling has shown that the main vein structure is
mineralized beyon4 the areas previously mined. However,
drilling in a gold camp where the veins are narrow and
lenticular in shape and the gold occurs in high grade shoots
subject to the nugget effect is only useful to delineate
structure. Drifting is required to prove up reserves. For
this reason it is recommended that further exploration be
focused on underground rehabilitation which will develop
access to the old workings for exploration thereof and will
enable mining to be rapidly initiated if a production
decision is made in due course. Additional underground
diamond drilling is also recommended.

Several other groups of claims belonging to the Central
Zeballos Property also deserve further exploration and have
been discussed in this report.

-------------ST1LLWATER ENTERPRISESLTD.-------------
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1. INTRODUCTION

The geology and economic potential of a precious metal
prospect covered by the Central Zeballos property held by New
Impact Resources Inc. and under option to CanAlaska Resources
Ltd. is discussed in this report. The data presented was
obtained during recent exploration programmes carried out by
Beaty Geological Ltd on behalf of New Impact Resources Inc.
Results of exploration, development and mining programmes
carried out since the discovery of the prospect in the late
1930's, have been summarized. Additional exploration
programmes are .recommended to test the economic potential of
these claims.

1.1 Location and Access

The Central Zeballos property is situated on the west coast
of Vancouver Island, British Columbia and is located on
N.T.S. Map Sheet 92L/2W at 50 0 02.5'N and 1260 46.5'W.
Declination for the area is 23 0

• The property is 15 road
kilometres north of the village of Zeballos, 90 road
kilometres south of the town of Port McNeill and 200 road
kilometres northwest of the city of Campbell River. The
claim blocks cover a total area of approximately 6 square
kilometres (150 hectares or 371 acres) see Figure 1.2.

The Central Zeballos property is accessed via a network of
logging roads. The main line heads north from Zeballos and
connects with the Island highway at 42 kilometres. The
original mine road remains as a good four wheel drive road
connecting the No.9 level portal with the Nomash Creek
logging road wnich leaves the main Zeballos line 11
kilometres north of town. A pack horse trail following the
banks of Bibb Creek used to exist between the No.9 level and
the No.2 level crosscuts. Access to the No.1 and No.2 levels
and surface showings during the current programme was via
Bibb Creek itself and remnants of the old horse trail.

Logging roads following both Goldvalley Creek and Spud Creek
valleys provide access to the Scafe, Rimy, Britannia Band M
claims. Additional access will be provided to the Scafe
claims by logging roads planned to be built crossing Monckton
Creek from the Goldvalley line.

Sea port access is currently available at Campbell River.
Air access by helicopter is available either from bases in
Goldriver or Campbell River.

Groceries, fuel, lumber and general supplies are available to
a lL~ted extent in Zeballos. The remainder may be trucked
from Campbell River, Port Hardy or Port McNeill.

~~~~~~~~~~~~~Snl~~ERENTERPRISES~D.~~~~~~~~~~~~~
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1.2 Property

The Central Zeballos property is held by 22 crown grants and
11 reverted crown grants in the Alberni mining division as
listed below. It is understood that the property is held by
New Impact Resources Inc. and is under option to CanAlaska
Resources Ltd., however, the legal terms are not covered by
the scope of this report.

Table 1.2
Claim Status

Group Name Expiry Date Lot No. Rec No.Status

,

Scafe AE
AD
Extension No. 5
Extension No. 6
Extension No.10
Extension No. 9
Extension No. 7
Extension No. 8
Mon Fraction
Bas Fraction
Rimy 6 & 1

Britannia B B-1
B-2 Fraction
B-3
B-5
B-4
B-6
T
B-7
Wet Fraction

Britannia M M-1
M-2
M-3 Fraction
M-4
M-6 Fraction
M-5
Xy
XX
XZ

Rimy Rimy 8
Rimy 5 & 7

H/J Hand J No.7
Hand J No.8

12/13/91

12/13/91
12/13/91

12/13/91

12/13/91
12/13/91
12/13/91
02/13/90
02/13/90
02/13/90
02/13/90

LI046
LI047
LI048
LI049
L1712
L1713
L1714
L1715
L1878
L1879
L1901/02
LI0S3 1LI054
LI057
LI058
LI059
LI060
L1692
L1693
L1749
L1065
LI066
LI067
LI068
LI069
LI070
L1770
L1771
L1772
L1766
L1767/68
L1997
L1998

1577

1576
1575

1574

1572
1571
1573
2471
2470
2472
2473

C.G.
C.G.

R.C.G.
C.G.
C.G.

R.C.G.
R.C.G.

C.G.
C.G.
C.G.

R.C.G.
C.G.
C.G.
C.G.
C.G.
e.G.
C.G.
C.G.
C.G.
C.G.
C.G.
C.G.
C.G.
C.G.
C.G.
C.G.

R.C.G.
R.C.G.
R.C.G.
R.C.G.
R.C.G.
R.C.G.
R.C.G.

- An und~v~ded interest only as to lot 1054 except that part lying
southwest of the production northwesterly of the northeasterly
boundary of Lot 1035, Rupert District (Surface Title Number 128049-1)

--------------STILLWATER ENTERPRISES LTD.--------------)
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1.3 Physiography, Vegetation and Climate

The claims are situated on the west coast of Vancouver
Island, 25 kilometres east of the Pacific Ocean. The region
has a wet climate; snow cover in winter is moderate; rain,
snow, and wind storms are common all year round. Mean
annual precipitation is greater than 250 centimetres.

The property covers a rugged, mountainous terrain with
elevations ranging from 90 metres (300 feet) to 1,113 metres
(3,650 feet). Some slopes are extremely steep, but most may
be traversed with care.

Westerly flowing tributaries to the Zeballos River drain the
property. The Zeballos River flows southwesterly into
Esperanza Inlet which enters the Pacific Ocean 23 kilometres
west of the property.

Natural vegetation cover is moderate to dense and typical of
west coast rain forest. Cedar, hemlock and balsam trees with
thick to moderate underbrush characterize the vegetation.
Alder trees grow in thick patches where logging has taken
place.

Water and timber resources for exploration and development
purposes are plentiful. Several tributaries to the main
creeks carry sufficient drilling water during most of the
year.



-8-

Pursuant to an Agreement dated April 29, 1983 (the "Agreement"),
as entered into between the Issuer and Anaconda Canada
Explorations Ltd. ("Anaconda"), of 1600 1500 West Georgia
Street, Vancouver, British Columbia, V6G 2Z6, the Issuer obtained
an option for the right to acquire a one hundred percent (100%)
interest in and fifteen (15) reverted crown granted mineral
claims located in the Alberni Mining Division of the Province of
British Columbia, which reverted crown granted mineral claims are
more particularly described as follows:

15 Reverted Crown Granted Mineral Claims (496 Net Smelter Return Royalty)

Lot Number

1053
1057
1058
1059
1060
1692
1693
1749
1065
1066
1067
1068
1069
1070
1054

Claim Name

B-1
B-3
B-5
8-4
B-6
T
B-7
West Fraction
M-l
M-2
M-3 Fraction
M-4
M-6 Fraction
M-5
B-2 Fraction

(collectively known as the "Anaconda Claims").

The Agreement provided for the payment of a total of $50,000
(U.S.) to Anaconda, which payment has been made by the Issuer to
Anaconda.

Correspondingly, and by virtue of a transfer agreement dated
October 2, 1984, and by virtue of a royalty agreement dated
October 2, 1984, as entered into between the Issuer and Anaconda,
the Issuer has acquired a 100% interest in and to the Anaconda
Claims, subject to a four percent (4%) net smelter return royalty
payable to Anaconda which is in effect until January 6, 2064,
which net smelter return royalty is interchangeable with a four
percent (4%) net processing plant return royalty for any
substances, ores or minerals which are sold by the Issuer other
than to a smelter.

(The Sand Mineral Claims,
Claims are hereinafter
II Property" ) •

the Scafe Claims and
collectively referred

the
to

Anaconda
as the
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1.4 History

Zeballos Camp

The discovery of placer gold in the Zeballos River in 1907
encouraged prospecting in the surrounding area and led to the
discovery of gold bearing quartz veins. The first "gold
vein" was staked in 1924 on the Tagore property, 1 1/2 miles
up from the mouth of the Zeballos River, and by 1929 forty
claims had been staked in the Zeballos River valley. Mining
began in the winter of 1934-1935 following the discovery of
the rich gold - quartz veins on the White Star, Spud Valley
and Privateer properties on Spud Creek. The first shipments
were made from these properties in 1937 and 1938. By the end
of 1948 a total of 287,811 ounces of g~ld had been produced
from a total of 651,000 ton mined of which 370,750 ton were
milled. Average gold grade was 0.44 ounces per ton mined and
0.75 ounces per ton milled.

In 1962 Zeballos Iron Mines Ltd. produced 3700 tons of iron
per day from a magnetite skarn in the Karmutsen volcanics
north of the Zeballos River. The are was shipped from a deep
sea port in Zeballos. Production ceased and the mine was
sold in 1972 due to world iron markets.

Central Zeballos Property

The main vein mined on the Central Zeballos property was
discovered in September of 1937 by O.T. Bibb at the
headwaters of the creek now named the same. This creek
drains the north slope of Lukwa Mountain approximately a mile
south of Nomash Creek. Bibb and his associates made open
cuts and trenches to the west of the creek exposure of the
vein. The upper two adits were started in 1938 when Central
Zeballos Gold Mines was formed. The company first started as
a private company but went public in April of 1938. In
1938-40 a winze was sunk between the No. 2 and the No.5
levels by Reno Gold Mines whom acquired a 40% interest in the
property. In 1940, a 50 ton per day amalgamation-flotation
mill was completed at the base of the mountain on Bibb Creek
(650 feet elevation). A 2,300 foot crosscut and 400 foot
raise were driven to access the stopes being mined on the
No.5 level. The property was closed from the autumn of 1942
until early 1946. Mining and milling were resumed but
continued only until the spring of 1947 due to disappointing
results from 225 feet of drifting on the No.6 level.
Recorded production for the mine is 20,472 ounces of gold and
14,618 ounces of silver from 58,450 tons mined of which
41,655 tons were milled. The average grade of ore is
calculated at 0.491 ounces of gold and 0.35 ounces of silver
per ton.
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In addition to the gold bearing quartz veins the Central
Zeballos property has been explored intermittently for its
copper (+ gold) skarn and lime silicate (CaC03 ) potential.
In 1964 the Silver Standard-Granby Prospect~ng Syndicate
optioned the Central Zeballos-Sunny Boy claims and explored
surface copper skarn showings by trenching and sampling.
Three zones averaging 2.2% copper over an average width of
6.6 feet were outlined.

In 1965 Consolidated Skeena Mines Ltd. optioned the property
and carried out geological mapping, geochemical soil
sampling, a magnetometer survey and surface diamond drilling.
Mapping outlined a 4,000 foot strike length and 800 foot dip
extent to the main gold bearing vein. The magnetometer
survey outlined pyrrhotite zones in addition to the known
skarn mineralization. The diamond drilling programme
comprised 3,578 feet in 11 holes drilled on the main copper
showing. The best result obtained was 0.10 ounces gold per
ton, 3.00 ounces silver per ton and 3.10% copper over a 6.5
foot intersection.

Britannia Properties

The Britannia Band M groups of claims were originally staked
and explored by the Britannia Mining and Smelting Company.
Several gold bearing veins were discovered and investigated
by short adits but were not developed for production.

"'---------------STILLWATER ENTERPRISES LTD.--------------'"
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1.5 Recent History

In 1981, Impact Resources Inc. (now New Impact Resources
Inc.) acquired the Central Zeballos property and since that
time has carried out exploration programmes comprising back
sampling of the old workings, rehabilitation of a portion of
the old workings, diamond drilling of a dolomitic limestone
body in the No.9 level crosscut, reconnaissance prospecting
and sampling and a soil geochemical survey. Results were
encouraging and warranted· additional exploration and
rehabilitation of the old workings.

Both the Spud Valley and Privateer prop~rties have received
a renewed interest since 1984 and are currently being
developed by McAdam Resources Inc. and New Privateer Mines
Ltd, respectively. McAdam Resources reports reserves of
429,533 tons grading 0.25 ounces gold per ton over a 4 foot
mining width.

In the Fall of 1988 CanAlaska Resources Ltd. optioned the
Central Zeballos property from New Impact Resources Inc. and
carried out an exploration programme comprising the
following: rehabilitation of the No.9 level crosscut; back
sampling and geological mapping of the accessible levels of
the mine; surface prospecting and geological mapping,
geophysical surveys; geochemical sampling and a compilation
of all data previously collected. These surveys are
discussed in assessment reports covering these programmes.
Neither the geochemical sampling nor the geophysical surveys
proved to be useful exploration tools on the Central Zeballos
Property.

Underground diamond drilling was carried out from December 1,
1988 to April 3, 1989. A total of 2,211 metres (7,253 feet)
were drilled in 21 holes. The drilling tested the main vein
structure between the No. 5 and 9 levels as well as below the
No.9 level. The two programmes carried out by CanAlaska were
completed at a total cost of approximately $600,000.00
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2. GEOLOGY

2.1 Regional Geology

The Zeballos River area was mapped initially by B.C. Gunning
of the Geological Survey of Canada (ltG.S.C.") in 1932 as
part of a regional map covering an area of 142 square miles.
Gunning's. report and map are part of the G.S.C. Summary
Report 1932. The most recent geological work in the area was
compiled in 1977 by J.E. Muller as G.S.C. Open File 463 (see
Figure 2.1).

The oldest rocks in the area are Triassic volcanics and
sediments correlated with the Vancouver Group in the
Nimpkish Lake region. In the Zeballos area the group is
represented by two formations. The lower is the Karmutsen
Formation comprising mafic to intermediate volcanics and
volcaniclastics; overlying the Karmutsen volcanics is the
Quatsino limestone. These rocks lie in fault contact along
the northern branch of the Zeballos River north of the
property. Early Jurassic Bonanza Group volcanics overlie the
Vancouver Group on the southwest portion of the Britannia
claims.

The volcanic and sedimentary rocks were intruded and in part
replaced by a Jurassic Island Intrusion of granodioritic to
quartz dioritic composition which outcrops in a northwesterly
trending body predominantly north of the Zeballos River. A
younger intrusive named the Zeballos (quartz diorite)
Batholith, which has been dated at 38 Ma (Tertiary
Oligocene/Eocene) intrudes all older rocks and outcrops in a
southeasterly trending body south of the Zeballos River.

The gold bearing quartz veins are believed to have been
emplaced during the late stages of the Tertiary quartz
diorite intrusion along with mafic and felsic dykes which are
seen both to crosscut and be crosscut by the veins.
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2.2 Regional Mineralization

The mineral deposits of the Zeballos Camp have been
investigated and described by geologists of the Minister of
Mines for B.C. and the Geological Survey of Canada since
1908. Descriptions given by J.S. Stevenson (1935 to 1948)
and by Bancroft (1940) have been found to be accurate and
informative. The Zeballos camp is well known for its' rich
gold bearing quartz veins which produced a total of 287,811
ounces of gold between 1934 and 1948.

Vein Structure

These veins comprise quartz and sulphides in well defined
fault fissures which are rarely more than a foot in width but
maintain fairly uniform strikes and dips for considerable
distances. The gold bearing vein material occurs as
lenticular bodies, often referred to as ore shoots, within
the consistent structures making reserves difficult to block
out by diamond drilling.

Some of the gold bearing veins occur in sheeted zones
comprised of joints spaced 2 to 8 inches apart over widths of
up to 4 feet. Although narrow gouge films and quartz
sulphide stringers line these joints the gold grades over the
4 foot width is often less than in the narrower but solid
veins. These sheeted zones often grade into narrow shears
containing high grade lenticular quartz sulphide veins.

Vein Composition

The vein material comprises sulphides and gold occurring in a
gangue of quartz and minor carbonate. Gold grades appear
to have an inverse relationship the amount of carbonate in
the gangue. Films of gouge usually line the walls to the
quartz sulphide veins. Banding occurs both between the
quartz and sulphides and between the sulphides themselves
indicating a sequential deposition. The quartz occurs in a
comb texture made up of pyramid shaped crystals with
sulphides often occurring between crystals. Sulphides
comprising pyrite, sphalerite, arsenopyrite, chalcopyrite,
galena, pyrrhotite and minor marcasite make up from 10 to
50%, averaging 25%, of the vein material.

Crushed country rock occurring in vein shears with gold
bearing stringers and disseminated pyrite are usually low in
gold content. Brecciated vein matter characterizes many
parts of the veins and includes fragments of wall rock up to
10 inches across. Some of the wall rock fragments have been
totally replaced by silicification. Where this has not
occurred the wall rock tends to dilute the mineralization.
Visible gold often occurs in the veins but commercial ore may

--------------STllLWATER ENTERPRISES lTD.---------------"
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not contain any gold visible to the naked eye. The Privateer
and the Goldfield veins are the best known for gold crystals
and hackly masses of visible gold. Gold distribution in the
quartz sulphide ore is directly proportional to the
sphalerite and galena content. ~his evidence suggests that
these minerals were precipitated from the same solutions
although banding evidence indicates that the gold was
deposited slightly later than the base metals. As a rule
quartz veins containing pyrite and arsenopyrite without
sphalerite and galena do not contain very much gold. The
entire depositional sequence is believed to have started with
pyrrhotite and some sphalerite, followed by arsenopyrite,
pyrite, sphalerite, chalcopyrite, galena and gold. Mineral
associations with gold are varied: it replaces arsenopyrite,
pyrite and galena and occurs along the contact of quartz and
the various sulphides, galena, sphalerite and pyrite. It
also occurs entirely surrounded by quartz or moulded around
the ends of prismatic quartz crystals.

The deposition of quartz appears to have started soon after
the pyrrhotite and to have been repeated several times before
the final stages of mineralization. The earliest quartz is
dark grey and contains fine grained arsenopyrite and pyrite.
This grey quartz forms the walls to most gold bearing veins
as well as most of the gangue in narrow veins. A second
stage quartz is drusy and white while a third and last stage
quartz is white and barren of both sulphides and gold.

Wallrock Alteration

Alteration along the veins occurs in all rock types but is
more intense along those crosscutting granodiorite and quartz
diorite. Complete~sericitizationof the plagioclase crystals
and total destruction of biotite and hornblende crystals has
occurred in these intrusive rocks. The lime silicate rocks
show little alteration and the volcanics show an altered zone
up to 6 inches from the vein shears.

In addition to the gold bearing quartz veins the Zeballos
camp hosts several skarn deposits. The largest discovered to
date is a magnetite skarn in the Karmutsen volcanics north of
the Zeballos River. In 1962 Zeballos Iron Mines Ltd.
produced 3700 tons of iron per day from this skarn.
Production ceased in 1972 due to world iron markets. Other
skarn deposits host magnetite, copper and gold. Impressive
gold results have recently been announced from the Footwall
Property on the Artlish River.
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2.3 Property Geology

The Triassic Karmutsen volcanics underlie the northern
portion of the Scafe and Britannia B claim groups just south
of the Zeballos River. These volcanics comprise basaltic
lava, pillow lava, breccia and tuff.

The Quatsino limestone outcrops in two bodies on the Scafe
Group of claims. One occurs north of the main vein and is
well exposed in the No.9 level crosscut. This body is
dolomitized and was tested by drilling but was not found to
be of a commercial quality. The second limestone body
outcrops south of the main vein on the northern shoulder of
Lukwa Mountain.

The Jurassic granodiorite body belonging to the Island
Intrusions intrudes Vancouver Group volcanics and sediments
in the northwestern portion of the Britannia B Group just
south of the Zeballos River.

The Tertiary aged quartz diorite, Zeballos Batholith,
underlies the largest portion of the Central Zeballos
property. This body intrudes the Triassic Karmutsen
volcanics and Quatsino limestone in the north and
southeasterly portions of the Scafe Group of claims; the
Bonanza volcanics in the western portion of the Britannia M
claim group ; and the Jurassic granodiorite body in the
northwestern part of the Britannia claim group. A complex
melange of intrusions are exposed along this contact on the
Goldvalley logging road. Several altered mafic xenoliths
occurring in the batholiths are believed to be remnants of
the volcanics and older intrusives which have been granitized
by the intruding body.

mafic
gold

close
The
in

A third intrusive event is evidenced by felsic and
dykes which occur along the same structures as the
bearing veins. They are believed to have been injected
to the same time as the mineralization was deposited.
dykes themselves are highly altered and mineralized
places.

'--------------STILLWATER ENTERPRISES LTD.--------------
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2.4 Property Mineralization and Alteration

Central Zeballos - Scafe Group

Skarn mineralization occurs along the contacts between the
intrusive bodies, the limestone and the volcanics both south
and north of the main vein on the Scafe Group. A diamond
drilling programme conducted in the sixties outlined a
mineralized zone containing copper and some gold. The gold
values appear to be sporadic, as is typical of skarn
deposits. Although this mineralization may have some
economic importance in the future the current direction for
exploration is the gold bearing quartz sulphide veins.

An extensive gold bearing quartz sulphide vein was discovered
on the Central Zeballos property in 1937 and was developed
over a 1440 foot (439 metres) strike length and an 900 foot
(274 metres) vertical extent. The vein strikes approximately
090 0 and dips from 85 to 65 0 to the south. Within the
developed workings three main ore shoots were mined by
stoping. When mining was discontinued in 1947 two zones on
the No.5 level had been blocked out but were not taken. The
vein was drifted along on the No.6 level for approximately
400 feet. Stations were established on the No. 7 and 8
levels in the main raise but the vein was not explored at
these levels. The No.9 level drift shows a consistent vein
for approximately 300 feet. At the western end of the No.9
level drift the vein is diverted by a southwesterly striking
splay in the main structure and is then cut off by a
northeasterly trending fault.

Programmes of back sampling of the old workings were carried
out both in 1982 and recently in 1988. Based on the results
from the 1982 programme D. Tully, P. Eng. calculated
possible-probable reserves to be 9,020 short tons based on a
density of 12 cubic feet per short ton ore and a mining width
of 1.2 feet. The western most area blocked out in the late
1940's but not mined, on the No.5 level, has been calculated
by Tully to contain 1,662 tons grading 1.239 ounces gold and
0.97 ounces silver per ton.
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Option and Joint Venture Agreement respecting the Central Zeballos Property

Pursuant to an Option and Joint Venture Agreement dated August
23, 1988, as amended November 10, 1988 (the "Option and Joint
Venture Agreement), as entered into between the Issuer and
CanAlaska Resources Ltd. ("CanAlaska"), of 920 - 625 Howe Street,
Vancouver, British Columbia, V6C 2T6, the Issuer granted
CanAlaska on option for the right to earn fifty percent (50%) of
the Issuer's right, title and interest in and to the Property.

CanAlaska exercised its option pursuant to the terms of the
Option and Joint Venture Agreement by expending approximately
$575,000 on exploration and development of the Property and,
correspondingly, CanAlaska has earned fifty percent (50%) of the
Issuer's right, title and interest in and to the Property.

By virtue of the aforementioned Option and Joint Venture
Agreement, the Issuer and CanAlaska have now established a joint
venture for further exploration and development of the Property,
and have correspondingly been deemed to have entered into a joint
venture agreement, represented by Schedule "B" to the
aforementioned Option and Joint Venture Agreement (the "Joint
Venture Agreement"), for this purpose.

The Joint Venture Agreement provides that the Issuer and
CanAlaska will each have a fifty percent (50%) participating
interest in and to the Property and will share equally as to the
cost of operating the Property in accordance with work programs
approved by a Management Committee. The joint venture's
Management Committee will consist of a representative from each
of CanAlaska, as Operator, and the Issuer.

The initial participating interests of each party will change:

(a) If either party defaults in making its agreed upon
contribution to a work program and does not cure the default
within thirty (30) days after notice; or

(b) If either party elects to contribute less than its required
share to an adopted work program or other cash call; or

(c) If either party elects not to contribute, in the first year
of the Joint Venture Agreement, an amount equal to the
contribution, if any, of the other party, then the
participating interest will be reduced by one percent (1%)
for each $10,000 of funds not supplied, and will remain
reduced until there is a further reduction. Any reduction
of the participating interest will result in a corresponding
increase in the participating interest of the other party
whereby the participating interests will total 100%. Each
party will thereafter contribute to the operations of the
joint venture to the extent of its adjusted participating
interest; but if ei ther party I s participating interes t is
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During the Fall sampling programme areas not accessed in 1982
were sampled as well as some of the same areas for
comparison. The results of the recent sampling indicate that
two ore shoots may be present at the No.6 level. Values from
0.546 to 0.79 ounces gold per ton over 20 to 30 centimetres
were obtained from 30 to 40 metres east of the main raise.
At the western face of the No.6 drift a value of 3.856 ounces
gold per ton over 22 centimetres (8.66 inches) was obtained.
In the western most area blocked out by Tully on the No.5
level, values of up to 2.826 ounces gold per ton over a width
of 35 centimetres (13.78 inches) were obtained. At the
western face of the No.5 level a sample taken over 35
centimetres assayed 4.616 ounces per ton.

Two other mineralized structures are exposed in the No.9
level crosscut and were drifted on for short distances. The
strike of these is 060 0 which is the average strike of the
ore bearing veins in the mines on Spud Creek (held by McAdam
Resources and New Privateer Mines). The most northerly
structure is a narrow quartz vein with some clay gouge and
pyrite, arsenopyrite, sphalerite and galena. Although the
vein is narrow where exposed it is gold bearing and may open
up into better widths along the strike or dip extent as most
of the economic veins in the camp pinch to narrow widths in
places. The second structure is a quartz diorite porphyry
dyke similar in appearance to the dyke occurring in the
footwall of the main vein in the discovery showing at the
No.1 level on the west fork of Bibb Creek. Pyrite and
chalcopyrite mineralization hosting weak gold mineralization
occurs along a post dyke shear on the footwall selvage of the
dyke.

Surface prospecting and geological mapping-along the strike
projection of the main vein delineated narrow quartz veins
and aplite dykes up to 750 metres west of the discovery
showing at the No.1 level on the west fork of Bibb creek.

A northerly trending grid line which was prospected, mapped
and soil sampled 1,530 metres west of the discovery showing
delineated two narrow quartz veins and a rhyolite dyke all
striking 0600

• The veins showed only minor gold
mineralization and the soil samples did not detect any
noticeable geochemical anomalies.
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Britannia B Claim Group

Several narrow gold bearing quartz sulphide veins have
discovered over the years on the Britannia B claim.
following are results obtained from a report written for
Britannia Mining and Smelting Company Ltd in 1937.

been
The
the

Vein Adit Length Elevation Claim Assay Width
feet oz/ton inches

Garbo B 0.13 7.5
End B 0.02 1-13
Wet Fraction B Trace 2-4
River B 0.02 4
Dyke West 1830 B 15.6

Some of these veins and some new discoveries were sampled
during the recent exploration programme. Several mineralized
shear zones and quartz veins occur along and just south of
the contact between the Jurassic granodiorite and the
Tertiary quartz diorite batholiths. Weak gold, silver,
copper, zinc and arsenic mineralization occurs in these
structures but so far none have been proven economic. The
average strike of these structures is 060 0

• Several of the
structures are well exposed along the east-west to southerly
curve on the Goldvalley Main logging road. A couple of veins
are exposed on Monckton and Goldvalley Creeks just above and
below their confluence, respectively. One quartz vein is
exposed in an old trench in a gulley in the northwestern
corner of the Britannia B claims approximately 375 metres
south of the Goldvalley logging road. (See Figure 2.3.a).
In the late 1930's plans were drawn up by the Britannia
Mining and Smelting Company to drive two long crosscuts to
access a group of these veins occurring in the northwest
corner of the B-S claim.

Shear zones and quartz veins are also exposed on the southern
half of the Britannia B claims. Weak gold values over narrow
widths were obtained from veins exposed along a narrow switch
back on the Goldvalley Main line 160 to 360 metres south of
Monckton Creek.

-------------STILLWATER ENTERPRISES lTD.-------------
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A zone containing several veins is exposed along the western
loop of the Goldvalley Main line at the southwestern end of
the Britannia B claims. Several of these veins carry weak
gold mineralization. The most encouraging results were
obtained from a 2 to 5 centimetre wide rusty fracture in
silicified quartz diorite which carries 0.268 ounces per ton
gold, 0.19 ounces per ton silver and 9000 ppm arsenic. A 9
centimetre wide gouge zone carries 5590 ppm molybdenum with
weak gold values (0.013 ounces per ton).

Britannia M Claim Group

Narrow gold bearing quartz sulphide vei~s were discovered in
the 1930's on the Britannia M claims. Three of these veins
were drifted on for short distances. The following are
results obtained from a report written for the Britannia
Mining and Smelting Company Ltd in 1937.

Vein Adit Length Elevation Claim Assay width
feet oz/ton inches

Free Gold Upper 56 M 0.61 4.7
" Lower 38 M 1.51 2.5

Goat 100 M 0.31 9
Long 82 M 0.19 4

One of these veins and adits was discovered and sampled
during the recent programme. Although these veins are narrow
where exposed on the Britannia M claims they are very
continuous and extend onto claims held by McAdam Resources
Inc. in Goldvalley. These veins parallel the Goldfield and
other veins currently being developed by McAdam Resources
Inc. on the Spud Valley property which bounds the northern
edge of the Britannia M claims.

The character of the gold bearing veins is the same as that
described under regional mineralization.
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3. DIAMOND DRILLING

Diamond drilling was carried out from December 1 to 15, 1988;
and from January 17 to April 3, 1989 during which time a
total of 2,211 metres (7253 feet) were drilled. All drilling
was carried out from the No.9 level crosscut at an elevation
of 200 metres (650 feet).

Eight holes totalling 3,228 feet were drilled from station 1,
1840 feet from the No.9 level portal. These holes were
targeted to test the mineralization in the main vein between
the No.5 level and the No.9 level and west of the No.4 and 5
level drifts.

An additional 4,025 feet were drilled in 13 holes from a
new extension of the crosscut 50 feet south of the No.9 level
drift (2,350 feet from the portal). Twelve of these holes
tested the extension of the vein below the No.9 level. One
flat hole was drilled due south of the main vein to search
for additional mineralized veins. Table 3.2 lists drill hole
data.

The main vein structure was intersected in 19 of the 20
holes drilled to test it. The vein was always intersected
approximately where expected indicating that there are no
major faults offsetting the structure in the area tested by
drilling. New veins were also intersected in several holes.
Results are summarized in table 3.3. The following is a list
of abbreviations used in table 3.3.

TABLE 3.1
ABBREVIATIONS

kaolinite
Malachite
medium
porhyry
pervasive
phenocryst
Pyrrhotite
Pyrite
Quartz
Rhyolite
rock
Sericite
Siliceous
Sphalerite
stockwork
Sulphide
Vein
veinlet
xenolith

Andesite
Aplite
breccia
carbonate
chlorite
coarse
Chalcopyrite
Diorite
disseminated
Feldspar
Felsite
fine grained
fracture
Galena
gouge
grained
Hematite
homogeneous
Jarosite

Ande
Ap
brx
Cb
ChI
Cs
Cp
D
diss
F
.Fels
f.gr.
frctr
Ga
gge
gr.
He
homog
Ja

kaolin
Ma
med
P
perv
pheno
Po
Py
Q
R
rk
Se
Si
Sp
stkwk
Su
Vn
vnlt
X

-------------STILLWATER ENTERPRISES LTD.---------------'"



TABLE 3.2 DRILL HOLE DATA

Drill Hole AzimuthO Total Depth
CZ-9-88/ Angle0 w.r.t. GN metre/feet Drill Station
89

1 +35 137 188.98/620 1 1.840 ft.
2 +60 200 187.76/616 1 from portal
3 +55 179.5 167.94/551 1
4 +41 153 163.07/535 1
5 +30.5 165 129.84/426 1
6 +29 145 146.30/480 1
7 -45 340 55.78/183 2 2.350 ft.
8 -70 340 62.18/204 2 from portal
9 -90 340 68.58/225 2
10 -45 075 75.59/248 2
11 -45 050 61.87/203 2
12 -45 305 46.33/152 2
13 -45 014 52.43/1 i2 2
14 -45 086.5 97.23/319 2
15 -35 046 67.67/222 2
16 -50 025 91.14/299 2
17 -37 0 0 53.95/177 2
18 -38 3140 62.18/204 2
19 0 0 1800 134.42/441 2
20 +36 141 0 150.88/495 1
21 +40 147.50 146.61/481 1



TABLE 3.3 DRILLING RESULTS

Drill Intersection Gold Assay True Width Level of Veln Proximity Description

Hole oz/ton Metres Intersection Name ofQDP dyke

CZ·9·88/ (ft.)

89

1 121.47 121.61 1.2 .10 674 27 m. N of 12.5m.S gtz. vnlt and stl wallrock

1 121.61 121.76 0.011 .17 672 main vein 12 m. S Frctrs w/gtz. & Fc02

1 149.73 149.96 0.003 .16 620 maln 14.3 m. N gtz. vnlt w/Py cubes In Sc wt

2 161.34 161.57 0.016 .14 440 main 1.75 m. S Fault w/ gouge centre, Se selvages

3 143.22 143.65 0.024 .335 514 maln 1m.S Fault gouge & Se selvages

4 136.68 137.08 0.014 .33 600 maln 8.501. N gtz. vn w/f.gr. Su, Clay & Se gouge

5 124.47 124.78 0.009 .294 691 maln 9.501. N Hrx. qtz. & gouge w/f.gr. grey Su

6 129.78 129.86 0.003 .~6 691 maln 5m.N Pervasive Se aIt zone

7 19.81 20.03 0.028 .19 945 maJn 23.5 m. N gtz. vn. & gouge. f. gr. gn..'Y Su, Py, Sc

7 36.53 36.76 0.068 .20 984 new Gouge w/qtz, f.gr. grey Su & Se

8 26.28 26.41 0.036 .084 981 main 21 m. N Fault-qtz. w/f.gr. grey Su & Se gouge

9 36.64 36.98 0.024 .12 1021 new 21 m. N Se alt & clay gouge

9 47.24 47.52 0.014 .10 1055.5 main gtz. & cb vn In Se alt zone, Py <1%

10 51.85 62.28 0.014 .10 1019 maln Gouge Se & kaolin f. gr. grey Su <1%

10 52.28 62.55 2.878 0.82 .064 .23 1020 main gtz. vn w/Py, Sp, Ga blebs & f. gr. grey Su

10 62.55 52.73 0.026 .064 1021 main Gouge Se & kaolin, v. f. gr. Su <1%

10 60.17 60.45 0.012 .064 1038 new gtz.·Cu vn w/Py & Sc wt sclvugcM

11 34.84 34.94 0.002 .053 9BO main Se wt w/ gougc-qtz. brx. In centre

12 21.82 21.95 0.006 .07 951 main Pervasive Sc & kaolin, v. f. gr. Py & Ga <1%

12 22.61 22.84 0.008 .12 953.5 maln Intense kaoHn alt, v. f. gr. Py

13 6.90 7.10 0.009 .175 916.4 new gtz. vnlt in Se alt zone

13 19.54 20.11 0.004 .51 946 main Se alt, v.fr. gr. Py

13 20.11 20.33 0.004 .19 947 main Qtz. vn minor f. gr. Py

14 94.18 94.72 0.006 .035 1123 new Fault gouge w/qtz. vnlt

15 22.53 22.70 0.007 .12 945 main 30m. N Fault kaolln. Cb. Set Chi

15 29.26 29.44 0.008 .11 957 new Fault gouge w/qtz. vnlt, trace Py

17 16.73 17.16 0.005 .43 934 main gtz. vnlts w/ <3% Py

18 23.29 23.50 0.024 .14 949 main 24m. N Fault Se & Ca gouge & qtz. vn. Py 2%

18 23.74 23.93 0.014 .13 950 main 24 m. N Fault gouge & Se alt, Py 2%

19 113.57 113.65 1.482 .07 900 new Fault gouge Se & Cb & qtz. vnlt, Py <20%

20 142.93 143.23 0.668 .22 625 main 901. N I3rx. qtz. vn w/f. gr. grey Su In fault gouge

21 136.70 136.90 0.012 .16 611 (natn Se & clay fault gouge

21 137.03 137.27 0.004 .lD G IO.fi lIIaln Se & clay fault gouge w/qtz. vnlt & Py 2%

21 139.30 139.35 0.087 .04 606 main Fault Se-Clay gouge & brx. qtz. Py %
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reduced to ten percent (10%) or less, that party will be
deemed to have transferred its interest to the other party
and will therafter be entitled to a royalty of a two and
one-half percent (2.5%) net smelter return.

The Joint Venture Agreement may be withdrawn by either party
giving notice to the other of the effective date of the
wi thdrawal, which will be the later of the end of the current
work program or at least thirty (30) days after the date of
notice.

The term of the Joint Venture Agreement is for the longer of
twenty (20) years from the date of the Joint Venture Agreement or
so long thereafter as a current work program is in progress.

The copy of the aforementioned Option and Joint Venture Agreement
and Joint Venture Agreement will be available for inspection
during the Offering period at the Registered Office of the Issuer
located at 2550 - 555 West Hastings Street, Vancouver, Br i tish
Columbia, V6B 4N5, during normal business hours, and will
continue to be available during normal business hours for a
period of thirty (30) days following the completion of this
Offering.

Description of the Central Zeballos Property

The following information respecting the Issuer's Central
Zeballos Property has been excerpted from an engineering report
dated June, 1989 (the "Report"), prepared for the Issuer by J. C.
Freeze, B.Sc., F.G.A.C., of Stillwater Enterprises Ltd., of 2891
West 14th Avenue, Vancouver, Br i tish Columbia, V6K 2X3, which
Report by its reference herein is attached hereto and forms a
material part of the Issuer's Statement of Material Facts.

Location and Access

The Report discloses, at page 1, the following:

"The Central Zeballos property is situated on the west coast of Vancouver Island,
British Columbia and is located on N.T.S. Map Sheet 92L/2W at 50 (degrees) 02.5'N
and 126 (degrees) 46.5'W. Declination for the area is 23 (degrees). The property is
15 road kilometres north of the village of Zeballos, 90 road kilometres south of
the town of Port MeN eill and 200 road kilometres northwest of the city of
Campbell River. The claim blocks cover a total area of approximately 6 square
kilometres (150 hectares or 371 acres).•••

The Central Zeballos property is accessed via a network of logging roads. The
main line heads north from Zeballos and connects with the Island highway at 42
kilometres. The original mine road remains as a good four wheel drive road
connecting the No. 9 level portal with the Nomash Creek logging road which
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Drill hole No.s CZ-9-88-1 to 89-6, 20 and 21 tested the
downward extension of the ore shoots blocked out on the
No.5 level and indicated by recent sampling at the western
face of both the No. 5 and 6 levels. At the same time the
narrower veins paralleling the main vein to the north were
also tested by these holes.

Where CZ-9-89-20 intersected the main vein structure a
brecciated quartz vein with fine grained sulphides carries
0.568 ounces gold per ton across a 0.22 metre (8.7 inches)
width. This zone was intersected at the No.6 level, 115 feet
below an ore shoot previously mined on the No.5 level and 95
feet west of ore grade mineralization sampled (3.8 ounces
gold/ton over 8.5 inches) in the western face of the No. 6
drift. This intersection suggests that the ore shoot mined
on the No.5 level may extend 115 feet iR depth over it's 100
foot lateral extent. Drill hole CZ-9-88-1 intersected a zone
carrying only 0.003 ounces per ton gold in the main vein
structure between hole No. 20 and the No.6 level drift.
While this result does not allow reserve estimates· to be
given for this area, it is not uncommon to find low values
within are shoots in the Central Zeballos mine and other
mines in the Zeballos Camp.

Drill hole CZ-9-88-1 intersected a new vein 89 feet (27
metres) north of the main vein between the No. 6 and 7
levels. This zone consists of a white quartz veinlet with
siliceous hanging wall and footwall. No sulphides were
visible in the zone. A 0.10 metre (4 inches) width carries
1.2 ounces per ton gold.

The narrow veins exposed on the No.9 level were not detected
in any of drill holes CZ-9-88-1 to 89-6, 20 or 21.

Hole No.s CZ-9-89-7 to 18 were drilled to test the extension
of the vein below the No.9 level. Drill hole CZ-9-89-10
intersected a zone carrying 0.82 ounces gold per ton over a
width of 0.23 metres (within this a 0.064 metre width carries
2.878 ounces per ton). The zone comprises a quartz vein
occurring within a clay and sericite gouge. The vein hosts
coarse pyrite, sphalerite and galena; both the vein and the
gouge host fine grained grey sulphides. This intersection of
the main vein structure is 121 feet below the No.9 level and
50 feet (15 metres) west of the raise where commercial ore
is noted on old mine maps. This suggests a new ore shoot may
be developing between the area intersected by CZ-9-89-10 and
the raise area.

-------------ST1LlWATER ENTERPRISESLTD.---------------"
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The fourth mineralized zone intersected by the recent
drilling is in a new structure 372 feet south of the main
vein on the No.9 level. This zone was intersected by
CZ-9-89-19 which was a flat hole drilled for a distance of
441 feet (134.42 metres) due south of the main vein. The
zone comprises a quartz veinlet within fault gouge of
sericite and carbonate and pyrite up to 20%. The structure
carries 1.48 ounces per ton over a 0.07 metre width.
Although this is not an economic width, this structure is a
new discovery and is worthy of further investigation.

4. RESERVES

A back sampling programme of the old workings was carried
out in 1982 by D. Tully, P. Eng. who calculated the following
reserves:

Area Category Tons Grade Are2
oz/ton ft

De~sity width
ft /ton feet

No.4-5 levels West Probable 1,662 1.239 18,000 12 1.12

No.2-9 levels West possible- 9,020
Probable

90,200 12 1.2

Values
to 30

of the
value ·of

i.nches)

In 1988 and 1989 Beaty Geological Ltd. carried out
exploration programmes comprising: rehabilitation of the No.9
level crosscut to 1840 feet; back sampling and geological
mapping of the accessible levels of the mine; and 7,253 feet
(2,211 metres) of diamond drilling from the No.9 level which
intersected the main vein structure between the No.s 4 and 7
levels and up to 155 feet below the No.9 level.

The 1988 back sampling programme confirmed the presence of
the western ore shoot between the No.4 and 5 levels and a 35
centimetre chip sample carrying 4.616 ounces per ton suggests
a western extension to this ore shoot in the western face of
the No.5 level. In addition to this, an eastern ore shoot
between the same levels indicated on mine maps from 1947 was
confirmed.

Two are shoots are also indicated at the No.6 level.
from 0.546 to 0.79 ounces gold per ton over 20
centimetre were obtained from 30 to 40 metres east
main raise. At the western face of the No.6 drift a
3.856 ounces gold per ton over 22 centimetre (8.66
was obtained.

\..--------------STILLWATER ENTERPRISESLTD.--------------
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The possible-probable reserves, between the No.2 and No.9
levels, calculated by Tully as 9,020 short tons would equal
30,067 tons over a 4 foot mining width. Due to the nature of
the ore shoots indicated on the mine maps the writer would
expect that more than one shoot is likely present within this
area as reflected in the following reserve estimates. These
reserves are calculated over a 4 foot mining width which is
standard practice for the camp.

Area Category Tons Grade Are~ De~sity Width
oz/ton ft ft /ton feet

No.4-5 levels West probable1 6,000 0.35 18,000 12 4
No.4-5 levels East probable2 3,000 0.35 9,000 12 4
No.5-9 levels West possible 15,600 0.35 135,000 12 4
No.2-5 levels West possible 20,000 0.3S 60,000 12 4
No.5-9 levels East possible 10,000 0.35 30,000 12 4
No.9-1020 ft Raise possible 2,500 0.35 7,500 12 4

TOTAL ESTIMATED RESERVES: 9,000 Tons Probable
48,100 Tons possible

the
and

tons

1Probable Reserves have only been estimated where indicated
by compiling results of recent underground sampling with old
mine data.

2possible Reserve estimates are based on results from old
mine data as supported by recent underground sampling and
diamond drilling. The estimated grade of 0.35 ounces per ton
is based on historical data and not from current point
sampling. The length of the estimated ore shoots are also
based on historical mine data.

Due to the nature of the lenticular and narrow veins which
host high grade shoots of gold in the Zeballos Camp diamond
drilling has been found to only be effective in tracing the
vein structure not in estimating reserves. As is common in
this type of gold camp, McAdam Resources Ltd. (Spud Valley)
recommends drilling for structure and drifting for reserves.
Although the lack of high grade intersections in the area
west of drill hole CZ-9-89-21 limits the estimate of possible
Reserves, this area should not be considered fully tested and
barren in that holes such as CZ-9-89-3 and 21 intersected
zones carrying 0.024 and 0.087 ounces per ton gold which show
that the structure is still mineralized. This range of
values often occurs within are shoots although they are not
direct evidence of an ore shoot.

The continuity of the gold bearing vein indicates
potential for developing more reserves both along strike
down dip. The present target is to develop 250,000
grading 0.35 ounces per ton.

'--------------STILLWATER ENTERPRISESLTD.--------------
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5. CONCLUSIONS

The Central Zeballos mine was abandoned in 1947 with ore
reserves left in the developed workings. The potential for
developing additional reserves along both the strike and dip
extent of the main vein is excellent. In addition to the
main vein, gold mineralization occurs in several other
parallel structures within the old workings which deserve
further attention.

On the adjacent Britannia Band M claims several narrow gold
bearing structures show potential for hosting economic gold
mineralization. Two other groups of claims, the Rimy and the
H&J, cover areas proximal to known gold bearing quartz veins
and have an excellent potential for covering the extensions
of the known veins as well as parallel structures to them.

The Fall exploration programme updated the
estimates in the Central Zeballos Mine.
possible Reserves are estimated at 9,000 and
respectively, grading 0.35 ounces per ton.

ore reserve
Probable and
48,100 tons,

During the underground drilling programme a total of 2,211
metres (7,253 feet) were drilled from the No.9 level. Four
of the twenty-one holes intersected high grade gold
mineralization of between 0.5 and 2.78 ounces per ton,
several of the holes intersected mineralized zones of between
0.02 and 0.087 ounces per ton gold indicating continuity to
the gold bearing structure. Two zones show potential for
developing further reserves. The first zone suggests an
extension to the No.5 level ore shoot for at least 115 foot
vertically and 100 foot laterally. The second zone suggests
a 121 foot verti~al extension to ore grade mineralization
delineated in old mine records in the vicinity of the raise
on the No.9 level.

Diamond drilling was successful in identifying the extension
of mineralization in the main vein structure beyond those
areas previously mined. The next phase of exploration
required is underground development which will require a
programme of rehabilitating the old workings and drifting
along the Central Zeballos vein in mineralized areas. In
addition to providing exploration data this programme will
also develop access and enable mining to be rapidly initiated
if a production decision is made in due course. Additional
diamond drilling is also warranted to continue to test the
strike and dip extent of the main vein and the narrower
parallel veins.
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6. RECOMMENDATIONS

Based on the conclusions stated above, the following Phase
III and IV exploration programmes are recommended. The
decision to proceed with Phase IV is not contingent upon
favourable results from drilling in Stage III of Phase III
and may proceed without completing Stage III. The
justification to proceed with the Phase IV programme of
rehabilitation for exploration on the No.5 level is based on
current information indicating probable reserves on the No.5
level. While drilling has proven to be encouraging in the
Central Zeballos Mine, the nugget effect of the gold
mineralization limits the ability of drilling results to
substantiate reserve estimates. Therefor drilling may be
carried out to provide further encouragement as to the extent
of gold mineralization in the Central Zeballos Mine but it is
not imperative. ~

PHASE III

Stage I

Exploration and Development No.9 Level

1) The mine access and haulage road which connects the No.9
level portal with the Nomash Creek logging road should
be improved over its' 1.5 kilometre length.

2) An engineering study should be carried out to evaluate
the existing raise and lower mine workings in order to
have a better control on costs for the next stages of
further exploration and development.

Stage II

Track should be installed on the No.9 level from the
dump area outside the portal to the raise.
Rehabilitation of the No.9 level should be completed
from the intersection of the No.9 level crosscut and
the main No.9 level drift to the raise, a distance of
approximately 200 feet. The cost required to
complete this work is estimated as the Phase III Stage
II programme in section 7.
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Stage III

1) Diamond drilling should be carried out from the
east side of the main raise on the No.9 level. Drill
stations should be made both north and south of the main
vein to enable drilling. Drilling from the north
station will test the vertical extension of the ore
shoot mined between the No.2 sublevel and the No.4
level as indicated by recent sampling on both the No.5
and No.6 levels. Drilling from the station south of
the main vein will test the zone below the No.9 level
intersected in hole CZ-9-89-10 during the Phase II
Stage II drilling programme.

2) Diamond drilling should also be carried out from drill
station 2 to test the vein between level No.s 7 and 9.

PHASE IV Rehabilitation of the Raise to Enable Drifting on
the No.5 and 6 levels.

Rehabilit~tion of the raise from the No.9 level to the
No.5 level may be completed to allow access for
exploration drifting on the No.5 and 6 levels. Once
the No.5 and 6 levels are accessible drifting should
continue at the western faces of both levels to
explore the western ore shoot.

7. COST ESTIMATE

PHASE III EXPLORATION AND DEVELOPMENT NO.9 LEVEL

STAGE I

Road Construction
Engineering Study

TOTAL STAGE I

STAGE II

25,000.00
5,000.00

------------------
$30,000.00

Mobilization and Setup
Rail installation: 2,700.00 feet @
Installation of Safety Bays: 18 @
Food and Accomm 62.00 mandays @
Supervision 6.00 days @
General Contingency @

25.00 Ifoot
450.00 each

60.00 Iday
350.00 Iday

9.4%

10,000.00
67,500.00
8,100.00
3,720.00
2,100.00
8,580.00

--------------------
$100,000.00TOTAL STAGE II REHAB

--------------STllLWATER ENTERPRISES lTD.---------------'"
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STAGE III DIAMOND DRILLING

GEOLOGICAL SUPPORT

Personnel
Geologist 21.00 days @ 3S0.00/day $7,350.00
Assistant 21.00 days @ 22S.00/day 4,725.00

Support
Motel 21.00 days @ 2S.00/day 525.00
Food 42.00 days @ 2S.00/day 1,050.00
Trucks 4x4 21.00 days @ SO.OO/day 1,050.00
Gasoline 21.00 days @ 10.00/day 210.00
Drillers Fuel 14.00 days @ 10.00/day 140.00
Camp fuel 21.00 days @ 16.80/day 352.80
Communications

'" 1,000.00
Assays 100.00 smpls @ 2S.00/sample 2,500.00
Supplies 1,550.00
Cat 15.00 hours @ 70.00/hour 1,050.00

Office
Project Prep 3.00 days @ 325.00/day 975.00
Drafting 1,500.00
Report Writing 5.00 days @ 350.00/day 1,750.00

------------------
GEOLOGICAL SUPPORT TOTAL $25,727.80

DRILLING

2,000.00
14.00
12.00
14.00
14.00

125.00
14.00
10.00

Coring
Shift Boss
Fuel
Food
Acconunodation
Core boxes
Power Supply
Dip tests
Moves and Labour
Mob/Demob 6,000.00

feet @
days @
days @
days @
days @
boxes@
days @
tests@

@

+

19.25/foot
3l2.50/day

100 gal/day @ 1.8/gal
12S.00/day

SO.OO/day
8.S0/box

200.00/day
60.00/test

10%
6,000.00 labour

38,500.00
4,375.00
2,160.00
1,750.00

700.00
1,062.50
2,800.00

600.00
5,194.75

12,000.00

SUBTOTAL GEOLOGICAL AND DRILLING
Contingency at approximately 15%
Administration and Overhead at 10%

===========
COST PER FOOT 34.57 DRILLING TOTAL $69,142.25

$94,870.05
$14,220.95
$10,909.00

GRAND TOTAL PHASE III STAGE III

TOTAL STAGE I
TOTAL STAGE II

TOTAL PHASE III

===========
$120,000.00

$ 30,000.00
$100,000.00
--------------------

$250,000.00



- 25 -

PHASE IV REHABILITATION OF THE RAISE TO ENABLE DRIFTING ON
THE NO.5 AND 6 LEVELS

10,000.00
~

20,000.00

10,000.00

21,000.00

5,000.00

40,000.00

120,000.00

60.aO/day

@ 20,000.00/chute2

Raise:Rehab/Surface 400.00 feet@ 300.00/foot
Replacing 100% staging and manway timber,

100% raise cribbing and all ladders

Chute installation

Cleaning old Chutes of Waste and Ore

Food and Accom 350.00 mandays @

Mobilization and Setup

Trestle

Surface Site Preparation at Portal

Tramming 20,000.00

Contingency Rock bolting and Ground Control at 15% 49,200.00

Mining Engineer 60.00 days@

General Contingency @

500.00

15%

30,000.00

48,780.00

Administration and Overhead @ 10% 37,398.00

--------------------

TOTAL PHASE IV $411,378.00

Respectfully Submitted,

B.Sc., F.G.A.C.
-------------STILLWATER ENTERPRISES LTD.----------------'
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leaves the main Zeballos line 11 kilometres north of town. A pack horse trail
following the banks of Bibb Creek used to exist between the No.9 level and the
No.2 level crosscuts. Access to the No.1 and No.2 levels and surface showings
during the current programme was via Bibb Creek itself and remnants of the old
horse trail.

Logging roads following both Goldvalley Creek and Spud Creek valleys provide
access to the Scafe, Rimy, Britannia B and M claims. Additional access will be
provided to the Scafe claims by logging roads planned to be built crossing
Monckton Creek from the Goldvalley line.

Sea port access is currently available at Campbell River. Air access by helicopter
is available either from bases in Goldriver or Campbell River.

Groceries, fuel, lumber and general supplies are available to a limited extent in
Zeballos. The remainder may be trucked from Campbell River, Port Hardy or
Port McN eill. II

Property and Area History

The Report then reveals, at pages 4 through 6, the following:

"The discovery of placer gold in the Zeballos River in 1907 encouraged prospecting
in the surrounding area and led to the discovery of gold bearing quartz veins. The
first "gold vein" was staked in 1924 on the Tagore property, 1 1/2 miles up from
the mouth of the Zeballos River, and by 1929 forty claims had been staked in the
Zeballos River Valley. Mining began in the winter of 1934 - 1935 following the
discovery of the rich gold - quartz veins on the White Star, Spud Valley and
Privateer properties on Spud Creek. The first shipments were made from these
properties in 1937 and 1938. By the end of 1948 a total of 287,811 ounces of gold
had been produced from a total of 651,000 tons mined of which 370,750 were
milled. Average gold grade was 0.44 ounces per ton mined and 0.75 ounces per ton
milled.

In 1962 Zeballos Iron Mines Ltd. produced 3,700 tons of iron per day from a
magnetite skarn in the Karmutsen volcanics north of the Zeballos River. The are
was shipped from a deep sea port in Zeballos. Production ceased and the mine
was sold in 1972 due to world iron markets. II

Central Zeballos Property

II The main vein mined on the Central Zeballos property was discovered in
September of 1937 by O.T. Bibb at the headwaters of the creek now nam ed the
same. This creek drains the north slope of Lukwa Mountain approximately a mile
south of Nomash Creek. Bibb and his associates made open cuts and trenches to
the west of the creek exposure of the vein. The upper two adits were started in
1938 when Central Zeballos Gold Mines was formed. The company first started as
a private company but went public in April of 1938. In 1938-40 a winze was sunk
between the No.2 and the No.5 levels by Reno Gold Mines whom acquired a 4096
interest in the property. In 1940, a 50 ton per day amalgamation-flotation mill
was completed at the base of the mountain on Bibb Creek (650 feet elevation). A
2,300 foot crosscut and 400 foot raise were driven to access the stapes being
mined on the No.5 level. The property was closed from the autumn of 1942 until
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APPENDIX I

ANALYTICAL RESULTS
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CZ 6E 60-22 207 0.011 < 0.01
CZ 6E 70-22 207 -- 0.008 < 0.01
cr 6E 100-22 207 -- O. 100 0.07 I
CZ 6E 10-25 207 -- 0.034 o .02, iCZ 6E 108-25 207 -- 0.022 o .0 J i

f-----.--- - . -.--- --- ... - .- -"0. J)I I

I
.-.

cr 6E 30-32 207 -- 0.554
cz. 6E 90-45 207 -- o . 08 I O. 19

1cr 6W 10-20 207 -- 0.052 0.04
CZ 6W 21-22 207 -- 3.656 1 .., 7 ,

icr 4.3-25 207 -- O. 16 «) 0.08.
I

,,? /J

y£! ~~'P~L~~~-~
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I CERTIFICATE OF ANALYSIS A8 8 2468 5 I&
Chemex Labs Ltd

10 : DC/\ll v~ULUVICI\.L LIMI1CU

1)00 - 62S UCM'E ST
vANCOUV ER I IlC
V(,C 2T6

1', It Jeel : J I II

(",""..... 1:0: ('c:: I" I'K 1'I'1.F

Paae No. : I
Tot. Pases: 2
()-Ate 12-<O-1l3
Invoice" .1-8&24('8S
P.O.' :NONE

SMtPLE '-REP
1 I

I
I

Au
I
A

8
I

I i
DESCRIPTION CODE oz./T oz/T i

I

I
I

207 o . 162 o . 101
!

CZ SE 70-10 --
CZ SE 120-15 207 -- 0.001 < o . 01 ICl. SE 60S-18 207 -- o . 0 I 3 0.04
CZ SE 162-18 207 -- o .220 o . 15 I

CZ SE 20-22 207 -- O. 112 o . 3 1 -_..-_.. __._. +._._ ..- ---_.-
~._. - --------.---- -- _.. - .. - - --- --"-'- --_ .._- -.,,- ._----_._--f-------- -------

cz. SE 30-25 207 -- 0.258 o . 29
CZ SE 110-25 207 -- 0.242 o . I 0

I
I

CZ 5E 140-25 207 -- o . 0 I 2 < 0.0 II I

CZ SE 10-28 207 -- 0."01 0.53
I

I I
CZ 5E 60N-28 207 -- O. 154 ~. 29

1

I

>- ._-.-
. - I ..

•_____ "4. _ ... _ ·.0 __ - •.• _._.. ... r
- -,

CZ SE 130-32 207 -- 0.01 I 0.03

I
I

CZ 5E 40-40 207 -- 0.144 o . 41 , I
I

cr SE 50-60 207 -- 0.051 o .061
I

CL SE 75S-65 207 -- o . 55 7 o .6.5 I ICZ 5W 70-12 207 -- I .958 1 .04: I
!

f----.-----.- ... -- .. ->-- _.- ..._-.--4 ---- .-~ .--- ., ..

1-- 'l -- .-....
CZ W 40-20 207 -- o . 117 o . 16,

I

CZ W 50-20 207 -- 0.07 1 o .09:
cz. ~ 60-20 207 -- o . ) -I 9 o . J oJ!

I I

cz. SW 30-25 207 -- 0.032 o .02:

I
I

CZ 5W 90-25 207 . -- I . ~ 7 8 1 .92!
I

- -- --- --.. ---- . . -.- ~ ....- - . - - ,I ·1 f I I ;

<....7. SW 105- 25 ~07 -- ~ '. I (I 2 :) 0: I I
, I

cz. 5W 10-30 207 -- o . 136 O. 101
, I

i

cz. W 20-30 207 -- 0.108 o . 151
CZ W 75-30 207 -- 0.038 o . 22. !
CZ W 80-35 207 -- 2 . 828 3 . 07:

_ ..__..._-
1-

00----1 -- ...- ---_ ..- "--- f.- .._--- ----- - -.. _--". -- -- --- .-.--- ._-- ---_ . . . . --- -i"--" -- .. _.
CZ W 100-35 207 0.653 o . 34,
CZ 6E 80-12 207 0.085 0.06 1

j

cz. 6E 20-15 207 0.010 < 0.0 J! :
cz. 6E 40-20 207 -- 0.790 o .81

1 icz. 6E 50-20 207 -- 0.546 o . 33
.•. - ._.--->-- _._ .. _..._-- _._- --- .. -_.- . _.- - - .. , _._--- ------- - .-- - - ------_._- - ._------- -_.----.- ---_ .. ... -.- -"'--'- '1 --.- - ._._--

CZ 6E 60-22 207 -- o . 017 < 0.01
CZ 6E 70-22 207 -- 0.008 < 0.01

!

CZ 6E 100-12 207 -- 0.100 0.07 I
cz. 6E 10-25 207 -- 0.034 o .02, icz. 6E 108-25 207 -- 0.021 o .0 J i
------- ., - . -_._- -_. ... - ,- .. '0. 3 J

r

I

I
...

cz. 6E 30-32 207 -- o .554
CZ 6E 90-45 207 -- 0.081 O. 19

1cz. 6W 10-20 207 -- 0.052 0.04
CZ 6W 21-22 207 -- 3.856 1 .., 7 !

icr 4.3-25 207 -- 0.169 0.08.
I --? /J

/1,-; ~~·P»L ~~~.,;
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I CERTIFICATE OF ANALYSIS A8824685 IG
Chemex Labs Ltd.

10 ; 01:1\ 1 I tJtULUV I CAL L 1M!! tV

900 - 62S JlCM'E ST.
VANCOUVER, BC
V6C 2T6

I', .. J. c I : 1 I II

C''''''11*,,1''; (,,': .1 (' 1'1(1'1".1'

t'asc No. :1
Tot. Paaes: 2
Dale .12-ocT-a8
Invoi ce • : 1-33 2468 S
P.O.' :NONE

I

I I I I
I

SAMPLE PREP Au A8 I
DESCRIPTION CODE oz/T o7./T I

I I i

I
ICZ 4 . .5-2.5 207 -- o . I 1 J o .261

cz. 4.7.5-30 207 -- I . 149 1 ,9) I

CL 4 . .5 .55-)0 207 -- O. 176 o . J "I.

CL 2.8-20 207 -- O. 262 o .291
I

I
I

I
; I

I
!

i I I I
I I i i I

I

I
I I

I I I
I

I
I

I I I I
I I I I

I I

I
I

II ,

I : I
I

I! !
I I

I iI I

I
I

I I I
I I

I I I i
I I

I I I I I, I, I

j I
, I

I !
I
I

1

!
I I

I

j

I
I
i
1
I

I

i
I

I
I

i I // J

~/ &J/h<-/~'~
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I CERTIFICATE OF ANALYSIS A8824691 I
J; Chemex Labs Ltd

Analyllcal C~ml:t'o • lieocheml,I. • Reol:ll.flld A3311Yllf:l

J I J bROOKSUAt'IK "vt:.. ",ORTtI VANL'OIIVf.K.
"RITISti COI.lMIlIA. L'A"'APA \'71-ll"1

l'tlO",t: f 1'1114 t "'''4''' J 11

10 UtAIY titULlX,dCAL LIMIIl:.LJ

9 00 - 6 2 S 1lCM'E ST.
VANCOUVER, Be
V6C 2T6

I' f II J ~ (' I : l' a
(.:nrnn~ n I 3: l'l": I C I'-K'" I'll'

Paac No. : 1
To t. Paacs: 2
Date : 114OCT-a3
Invoice': 1-3824691
P.O.' :lQfE

ALI. A:>SAV l>~Tf."MI",ATlONS A"'~ 1'f.I\FO"MV.P OK SI'I'\:t\ VISEII "V "C CEt\ Til-lEI)

SAMPLE I PREP IAU FA Ag FA

DESCRIPTION CODE oz./T oz/T l
!

207 0.020
I

CZ IE 82-08 -- 0.0-1
1cz. IE 92-08 207 -- 0.002 t 0.02

cz. IE 25-12 207 -- o . 108 O. 191
cz. IE 70-12 207 -- o . 724 I o . 661
CZ IE 0-18 207 -- o . 120 I o . ,~ 21_.._ .. _..- ..._-_._-- ..... _. - ---- . - .... I ._,
CL IE 55-18 207 -- 0.016 i o . 02 1

CL IE 20-20 207 -- o . 478 i o .561
CL I. 5E 20-1 8 207 -- O. 164 o . 32 i

cz. 1. 5E 10-2 S 207 -- o . 182 o . 30 1

CL I. 5E OS-30 207 1 -- o .97-4 o . 86:
! - I-.. - -- ._--...._- ..... ••• _0 ml ::: - _ .. '- j- -

CZ 1. 5E 25-)0 o . 048: o . I),

CZ I. 5W 30-15 o . 054 I o . 08 i
cz. I. 5W 4S-20 207 -- o . 1761 o . 06 i
CZ 1. 5W SO-25 207 -- 0.082 o . 07,
cz. 1.5W65-25 207 -- o .560 i o . 781
_.- -- . --'- ..-_.-. --. . .. -_.- _. - . !

CZ 1. 5W OS-30 207 -- o . 1 74 o . 20
cz. I. 5W 5S-30 207 -- O. 104: o . 15:
CZ I. 5W I 0-80 201 -- o .0) 4' o . 08 '
cr I. 5W 0-90 207 -- o .026, o .07 i
cr 1. 5W 15-95 201 -- 0.020 o .06.
_.__ .-------- - . ---_.. --. - I jI

CZ I.:M' 20-100 207 -- 0 o I oJ I 0 o lS I

CZ 1.:M' 3S-100 207 -- < 0.002 o . 08!
cz. 1. SW 2 S-1 05 207 -- 0.010 o . 07 i
CZ 2E ISO 207 -- 0.090 o . 17.
CZ 2E 200-8 207 -- 0.014 o .0'"

I

I

I

I

I

I
I
I

I I
I

I
,

:

i
j

I

I i
I
!
I
I

I
I
I

I
_. - J

~-

I
I b /7 I

~
I
I
I
!
i
I

I

I

I
I
II .. -..

,.4Z~43~~

I
I
I

I I I II, I

! I I II I

I I Ji - ~ - "1 -1' - . -, -

I
I " I
I I I

--L ---- ---I------- +- ----4-- ---- ---I

, I II I
I I

Ct-' K Tlt-IC A TIO",

.J

I

i

I
I
I
I

~

I
I

~

I --_.
I
I

I

1
I
i
I

I
, _.. " - - - - ---'

ASSA VEK S

I

I
1
I

I

I
i
i

.-.. __ . -

o . 791
o . II
o . 04 i
o . 06

10.08,

_..- ~ ---~.-

o . 16
0.08
o ... 7
o . 10
0.06

0.07
0.28
o . 35
O. 10
o . 14

0.0'38 i
< 0.002

0.492
O. I 16!
o . 042·

i
0.04 oJ I

o . I 18
o . 284
0.061,
o . 134

0'. 5-i6~:­

o . 064'
0.080 I
0.014
0.0161

I

207
207
207
207
207

207
207
207
207
207

207 --
207 --
207 --
207 --
207 --

CZ 2E 15-12
CZ 2E OS-IS
cz. 2Ell 0- 18
CZ 26 10-20
CL 2E 120-20

_. ...
CZ 2E 65-35
cr 2E 26-40
cr 2E 40-4S
CZ 2E 4S-4S
CZ 2E 130-50

CZ 2E 20-70
CZ 2E 140-80
cz. 2E 30-100
CZ 2E 35-125
CZ ToN 20-20



I CERTIFICATE OF ANALYSIS A8 82469 1 IG
Chemex Labs Ltd

A",lrtlcal Ch.ml~t. • GeoC'Utml.,a • Regbt.'ttd A))AJI1l3

111 OI\OOKSDAtHC AVf. • NORTH VANOHI""'R.
BRITISH L"Ol.t ..mIA. CANAIJA V7.I-}(.:1

l'1I0NV, 1'01141 1)1I4-tl))'

• v U Loll. I I \JL.VL~ • ~n.L L. IIYII I LV

l) 00 - Cd S HOWE ST.
VANCOUVER, DC
V6C 2T6

l'ruJ.cl : Iia
CIHnMnl:l: cc: .I C FR~"'Z'"

Cil8C nu. :,
TOI. Paaes: 2
DaIe: 1l-ocr-a ~

Invoice: • :1-3&24641
P.O.' :~

I ;!
CI. ZW 05-65 207 I -- 0 . 02 2 I 0 . 02 1

Cl ZW 15-100 207! -- 0 . 0 .. 2 : 0 . 07:
CL 2W 20- 1 10 207 -- 0 . 0 3 6 : 0 . 0 2 .
Cl )E 120-10 207 -- 0 . 004 : 0 . 0 2 !

~C::- )E 10- 2.0 _ 20
7 .~_ ~ ....~~~1.--- _~_: ~_?I!

CL 3E 3 5 - 2 5 207 I -- 0 . 0 1 0 i 0 . 0 1
Cl)E 40-25 207/ -- 0.0041;< 0.01l
CL 3E 60-25 207 -- 0 . 006; 0 . I 4 I
CI. 3E 126-25 2071 -- 0.044 1 O.Oli
CL 3E 305- 2 5 207 j -- < o. 0 0 2 : 0 . 0 5

Cl. is -. S~3 5 .- . -io-j'l -::.::". '0 . o-i i' ,- <:: o. 0 1 ~
Cl. 3E 2ON- 3 5 207 i -- 0 . I 7 0 . 0 . 2 2 :
Cl 3E OS - 5 5 2 0 7! -- 0 . 0 0 6 I 0 . 0 5 I
cz. 3E 25-55 207" -- 0.006. 0.03 1

-~ ~~ ~~~~~o---~:~ 1==- ::~: ;-1 < : :~~ i
cz. JW60-18 207: -- 0.0341 0.02'
CZ JW I 10-18 207 I -- 0 . I 68 1 0 . 1 .. !
CL 3W45-20 207' -- 0.092 1 0.06·
cz. 3W 35- 2 2 207 -- 0 . 0 2 0 : 0 . I 4 :
___. .. __ - ...! __... . .. , .. ,_. I·

Cl JW 50- 22 207: -- 0 . 060: 0 01
1cr 3W 30- 25 207 I -- 0 . 030 I 0 . 0 2

Cl.JW95-25 2071 -- 0.0261 0.04!
CL 3W 100- 3 0 207: -- 0 . 0 3 0 I 0 . 0 3 !
CZ JW 105- 3 0 207; -- 0 . 0 0 6 ; 0 . 0 2 ,

JW 90-6'5 207; -- 0·-'-'0"57-- .- 0·.06~·
CZ :Nt 40-70 207 I -- 0 . 0 1 0 i 0 . 0 4
CZ 2. 1- 25 207

1

' -- < O. 002 . 0 . 0 I I
CZ 2. 2-1 2 207 -- 0 . 040, 0 . 0 7 i

CZ 2.3-32 207 -- 0.008
1

0.05j
-_._--------~-----_._.".-... -_. ~ - _... --.--.
CZ 2.4-55 207 I -- 0 .0) 8 0 . I ... :
cz. 2. 5- 2 0 207, -- 0 . 0 I 2 ' 0 . 0 5
CZ 2.7-15 207/ -- < 0.002: 0.01',
BEN2 55+30 OW 207 -- < O. 0 0 2 : 0 . 4 9

I I

!

,-_._- ._ .. '

I
------ -- -- .

I

-.-L----
i
i
I
I
I

~

r,
I
I

Til
-1----- ----.----- -----~--- --- ---l~---

I I i
I -- - - -I ,- --- ------ -- - --- r

-I _. j .. - '-1' '0-

I I
.-.-.J - _...... . ... - - - -.;

.. I---~-U-----t -----L------..I I
I '

i

j
I

I

I
I

i
-- ~

I

-l -

I

Ag FA

o1./T
Au FA

oz./T
PREP
CODE

SAMPLE
DESCRIPTION

ALl. ASSAY IHnl!l\MINATIONS ARE I·ERFOIlM~J) 01\ S' ...... KVIStiO UY

I
t

i
I

i
i
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CERTIFICATE OF THE DIRECTORS AND
PROMOTERS OF THE ISSUER

DATED: q-MW ~ ,1989.
J

The foregoing constitutes full, true and plain disclosure of all material facts
relating to the securities offered by this Statement of Material Facts as required
by the Securities Act (British Columbia) and its regulations.

GER WILLY KONNEMUND
Pr ident and
Chief Executive Officer

THE ISSUER

:; ON BEHALF OF THE BOAR~OF DIRECTORS

ijJ-rg:~~
WA~TER E. KAPLAN);
Dire/ctor f

THE PROMOTER



DATED:

CERTIFICATE OF THE AGENT

q~8 ,1989.

To the best of our knowledge, information and belief, the foregoing constitutes
full, true and plain disclosure of all material facts relating to the securities
offered by this Statement of Material Facts as required by the Securities Act
(British Columbia) and its regulations.

GEORGIA PACIFIC SECURITIES CORPORATION

Per:
~-:---=-:--{,I-~--:-_-



1£"" iOlR C9BP9MII l!!l
~L&AMATEO CWAIlY REVEIIIEO - On Sept.7, 1988, W '

ems LIP. (Altl-V, T),
IIOB!!INE !!£SOUBCES LIP. (NON-V) and ,EllA ImWIIl!ML
f![mBCES 'NC.(B~Il-V) announced a proposed UIIlgaNtlon
to fol'll BeN Gold Corporation. The aNlgaNted cQllPany
wll1 have worUng capital of about $3,000,000, no d.bt,
and SDne 16,500,000 Issued shares, and wIll b. llst.d on
the Toronto and Vancouver exchanges. (Se. GeNL No.173,
p.l, for Share .xchang. ratIos).

BeN Gold owns dl ...ct and, Indl ...ct through control
of Abo Rasouru Corp. (ABU-V) , 1001 Interest In Harrison
Lak. property, 80 ..11.. east of Vancouver, B.C. The
19B7 prograll d.flned a 'probeble ...s.rv. of 2,500,000
tons grading 0.1 to 0.14 ol,gold/t In the Jenner stock.
Underground drll11ng U und.rwy on the Jenner to test
the tonnage potenthl to ..a level and below. Mapping
and surface SllIpl1ng has d.ffn.d drill targets on SOlle
of the other 7 quartz diorite stocks, and drll11ng on
the Portal stock Is planned for l.ter this year.

Th. directors of BeN Gold will be Ian O.Johnson,
chalnnan; Cllv. T.Johnson, p...sld.nt; Richard J.Barcley,
secretary/t ...asurer; Gary R.Nordln; Michael J.Beley;
BArry O.Ra)Went; Anthony J.1I1111a.s; and Erwin J.Hass. 1JI

~~yl--\
CWlASM I!&sgvagS LIP. (ClE_y)\:5

ZEBALLOS SAMPLING· Harry Berr, p"'Sldel1t of Ca""laska
PROGAAM REPORTEO Rasources ltd. hes ...ported drll1f~g

U scheduled to begin before tha end
of the year on the C.ntral Z.bell0••In., 5 kII north of
Z'bellos, V.nCOUV.f !ll.nd, B.C., es ., ....ult of, the
.uccess of .n underground •••pllng progr•••

BAsed on the ...sults f". • beck SUlpltng progr...
In 1982, O.Tully, P.Eng. had c.lcullted possible­
probebl. reserves of 9,020 tons besed on • density of 12
cubic feet per ton, and a veIn width of 1.2 feet. The
...stem IIOst ..... blocked out' In the lat. 1940's on thp.
110.5 lev.l has been c.lcul.ted to conteln 1,662 tons
gr.dlng 1.239 ounc.s gold, and 0.97 oz. silver/ton.

Ourlng the recent prog".., .reas not accessed In
1982 were sUl\lled. A ...vllw of the recent ,,"pllng
Indicated two' 0... shoots .... exl.tent at the No.6
lev.l. Values f". 0.546 to 0.79 oz.gold/t over 8 to 12
Inches we ... obt.lned f". 32 to 43 y.rds east of the
1II1n raise. At the westem f.c. of the 110.6 drift, a
value of 3.856 01.g01d/t over 8.66 Inches was obtaIned.
In the ... stem IIOst are. blocked out by Hr.Tully on the
No.5 lev.l, values of up to 2.826 oz.gold/t over a width
of 13.748 Inches were obtaln.d. At thl ...stem face of
the No.5 lev.l SI.ples tlken Ov.r 13.78 Inches assayed
4.616 oz.gold/t.

CanAlIskl und.r I contrlct with N.w l.,pact Resources
Inc .. has thl right to eam up to 50S of the Central
Zebellos Gold proj.ct by spendlna S500.000 two ware.

NO.202(1988)
OCTOBER 20, 1988

.• tl!!USTl!!l IJIMS CO!!PIIMI! l!!l (ItO..- V)
EXPLORATION STARTS - Houston Hetlls Corporation reports
ON 'TAM O'SHANTER : that work will start on the Tall

. 0' Shlnt;r property"near Grelnwood,
B.C. Exploration work In 1979, Including I 11 II Ited
dll110nd drill progra." dUt10sed thl presence of a hlgh
gr.d. sl1v.r v.ln and In lntens.ly hydrothennally altered
Ion., located near a IIIjor Tertiary fault, typlcil of
.plth• .-l gold-sllvlr syst..s. Exploration work will
consUt of an lnduc.d polarlutlon survay to be follo_
by • de.p s.archlng UTEM surv.y on ,"l"ct"d l1nls.

@lORU SSMt£S LlnlItR (GOO-V,T)
PRIVATE PLACEMENT REPORTED - Gedd.s R.sources Ll111ted

reported that 1t has
arrang.d,' prlvat. pllc....nt of 1,032,258 flow-through
shire. It S1.55 each to Northgatl Explofltlon Ltllfted,
subjlct to regulatory Ipproval. Thl lssul of thesl
sha ... s will bring Northgatos interest to 2IS of the
Issued shares of Geddes. Thl $1,600,000 provided by
this private plac....nt will be us.d for the ongoing
exploration' progra.\ at the cOilpany's Windy CraollY
coppe~gold-cobelt property ,In northwestem B.C.

mo BfSOURCU llnIItRlAGO-V)
DRILLING UNOERWAY ON - An 8 drill hole prograll of a
ADAMS LAKE PROPERTY planned 700 meters, approxlmat.ly,

started on Oct.13, 1988 on the~
property of Alga Resources 40S and Mlnnova Corp. 60S.
The clall1s adjoin holdIngs of the Mlnnova-Rea &old Joint
venture and also of thl Esso-Kamad Joint ventur.s located
35 IIlles north east of Kamloops, B.C. To earn the 60S
Interest Mfnnova IlUSt spend $1,000,000 on exploration and
d.v.lopment, InclUding a minimum of $100,000 In 19B8, and
Ilake property paYMents of SllO,OOO.

The fIrst six holes will tlSt the mIneralized quartz
..In known as the Scarlet zone. Thfs zone has beln
expos.d over a 30 x 15 IlIter ar...

Panel sallpllng of the Irregular shaped zone has
yIelded positive results. Sixteen panels W're sampled
wltn assays returnfng values to 23S lead, 6.42 oz.sllver/
ton. (SEE OETAIL OF THE PAHAL SAMPLING RESULTS OVERLEAF)
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early 1946. Mining and milling were resumed but continued only until the spring
of 1947 due to the disappointing results from 225 feet of drifting on the No.6
level. Recorded production for the mine is 20,472 ounces of gold and 14,618
ounces of silver from 58,450 tons mined of which 41,655 tons were milled. The
average grade of ore is calculated at 0.491 ounces of gold and 0.35 ounces of
silver per ton milled.

In addition to the gold bearing quartz veins the Central Zeballos property has been
explored intermittently for its copper (+j- gold) skarn and lime silicate (CaC03)
potential. In 1964 the Silver Standard-Granby Prospecting Syndicate optioned the
Central Zeballos-Sunny Boy claims and explored surface copper skarn showings by
trenching and sampling. Three zones averaging 2.2% copper over an average
width of 6.6 feet were outlined.

In 1965 Consolidated Skeena Mines Ltd. optioned the property and carried out
geological mapping, geochemical - soil sampling, a magnetometer survey and
surface diamond drilling. Mapping outlined a 4,000 foot strike length and 800 foot
dip extent to the main gold bearing vein. The magnetometer survey outlined
pyrrhotite zones in addition to known skarn mineralization. The diamond drilling
programme comprised 3,578 feet in 11 holes drilled on the main copper showing.
The best result obtained was 0.10 gold per ton, 3.00 silver per ton, 3.10% copper
over a 6.5 foot intersection. It

Britannia Holdings

"The Britannia B and M groups of claims were originally staked and explored by
the Britannia Mining and Smelting Company. Several gold bearing veins were
discovered and investigated by short adits, but were not developed for
production. It

Recent History

It In 1981 Impact Resources Inc. (now New Impact Resources Inc.) acquired the
Central Zeballos property and since that time has carried out exploration
programmes comprising back sampling of the old workings, rehabilitation of a
portion of the old workings, diamond drilling of a dolomitic limestone body in the
No.9 level crosscutI' reconnaissance prospecting and a soil geochemical survey.
Results were encouraging and warranted additional exploration and rehabilitation
of the old workings.

Both the Spud Valley and Privateer properties have received a renewed interest
since 1984 and are currently being developed by McAdam Resources Inc. and New
Privateer Mines Ltd., respectively. McAdam Resources reports reserves of
429,533 tons grading 0.25 ounces gold per ton over a 4 foot mining width.

In the Fall of 1988 CanAlaska Resources Ltd. optioned the Central Zeballos
property from New Impact Resources Inc. and carried out an exploration
programme comprising the following: rehabilitation of the No.9 level crosscut;
back sampling and geological mapping of the accessible levels of the mine; surface
prospecting and geological mapping, geophysical surveys; geochemical sampling
and a compilation of all data previously collected. These surveys are discussed in
assessment reports covering these programmes. Neither the geochemical
sampling nor the geophysical surveys proved to be useful exploration tools on the
Central Zeballos Property.
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of the limestone and the tongue there is a large "bay" of
granodiorite extending a couple of thousand feet to the east­
ward. The granOdiorite is ruther fine gl'ained, hard, and
massive. It shows frequent joints and nalTOW shears, the most
most prominent ones striking in a northeastel'ly dircction, und
is cut by a number of dikes of varying strike.

Most of the dikes belong to two types, an andesitic t.ype
in which prominent feldspar phenocrysts occur in a finely
granular, ground-mass, and an aplitic type which is light
colored and finc-gmined, The former is the older and appears
to have approximately the composition of the gnll1odiol'ite,
while the latter appears to be chiefly feldspar with a little
quartz and no ferro-magnesian minerals. Both series of dikes
are older than the veins,

Some of the granodiorite contains numerous large in­
clusions of basic l'ock which are probably engulfed fragments
of the originally overlying volcanics; these are more notice­
able along the vein than elsewhere, though possibly only on
account of better exposures there.
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Geolog)' and Veins

The claims of the Central ZebaJlos Company lie neal' the
nOl'theastern margin of the granodiorite batholith with which
the ores of the district al'e generally associated, and which is
intrusive into the volcanics ~\ncl sediments of the Vancouver
Group which arc of Triassic age. They h~\Ve been subdivided
by H. C. Gunning of the Geological Survey into the Karmut­
sen Volcanics, which are overlain by the Quatsino Limestones,
and they, in tUI'n, by the Bonanza Volcanics.

The northern, or lower, ))UI't of the property is covered by
the Quutsino Limestones unci u smull area of the underlying
Kurmutsen Volcanics. The southern, 01' upper, two thirds of
the property covers an al'ea of gl'anodorite, except for a
tongue of limestone which pojects from the eastward approxi­
mutely to the centre of the property. Between the muin body

T HE property of the Central Zeballos Gold Mines Ltd.
consists of a block of ten claims situated about six miles
northeast of the town of Zeballos, beginning immediately

south of the forks of the Zeballos River, and extending well
up toward the summit of the mountain.

The town of Zeballos, situated at the head of Zeballos Arm
on the west coast of Vancouver Island, is the point of entry for
the district and has tri-monthly freight and passenger service
by C.P.R. boat from Vancouver and Yictoria, and almost
daily airplane service. The town was started in J936 after
rich strik~s of gold ore had been made on the Privateer and
other claims, and has progressed rapidly. A t the present timc
it is the largest town on the west coast of the Island north of
the Alberni Canal, and has comfOl'table hotch., ~tol'es, post
office, mdio-phone, etc., and u hospitnl and church are ncul'ing
completion.

From the town, a gravelled road extends up the east side
of the river for about four miles und thence up Spud Valley
a further two miles, past the Privateer and othel' mines, Lo
the Spud Valley Mines (Trites), At the lower end of Spud
Valley, the Central Zeballos trail bnmches off hom the road
and extends to the mines, a distance of slightly mOl'e than
two miles, This is a good pack-trail for horses and could
be made into a light tractor road without gt'eat expense.

The Central Zeballos camp is situated on Bibb Cl'eek
about a half mile below the mine workings and enn comf01't­
ably house about thil'ty men; the altitude is 700 feet. Below
the camp the topography is comparatively smooth but, above,
the slopes are steep and rugged and Bibb Creek flows through
a steep walled gorge.

Air is compressed at the camp site by a Broom-Wade
compl'eSSOl' of about 300 cu. ft, capacity, driven by a Ruston­
Hornsby Diesel engine of 70 h.p" and is conveyed to the mine
by 2700 feet of 4-inch pipe. An aerial tramway connects the
cam·p and the lower tunnel. This is designed to be of the two­
bucket, jig-back type, but at present is rigged as 11 single
track, single bucket tram, operated by a hoist powered by an
85-h.p. Ford engine. This is used to take supplies up to the
mine, and to take Ol'e down-both high-grade 1:01' shipping
and mill-grade ore for storage. This is necessary as the tun­
nels are driven into the steep wall of Bibb Creek where then.'
is no place- to store ore in safety from the torrential flood~

that occasionally fill the creek.

April. 19J9
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The tongue, or VCI'Y likely roof-pendant. of limeslone
which is two or thl'ce hundl'ed feet in width has been highly
altel'ed by the emanations from the gl'anodiol'ite intrusion.
and now consists of mal'ble, garnet, epidote, and other meta­
morphic minerals, together with varying amounts of metallic
sulphides.

The gold vein, 011 which all the work on the property has
been done, was discovel'cd by MI'. O. T. Bibb in the bluffs
along Bibb Creek; it has been traced west on the surface (01'

about 700 feet by open-cuts, and has been found at one 01' two
points to the eastward. The vein lies in granodiorite neal' the
centre of the "bay," strikes east and west, and dips 75 degl'ee~

south. It more 01' less closely follows un irl'egular aplite dike
which val'ies from l.\ few inches to several feet in thickness,
This dike has been traced on the sUI'face considel'ably fUl'thel'
to the west than the vein hns, but has not been opened up
::Iufficiently to ~how whctll(~_t thu-vein !till.! ~ontinueg neOl' it.

De~:eJ.opm.ellLO.ller:atiouSL-and R(>Sult,,·~__

Undel'ip'oum! development on the vein is tlll'ough thrc('
tunnels, Tunnels No, I East Hnd No, 1 West nrc dl'iven
cast and west from Bibb Crcek ut 1550 feet elevntion for 125
feet unci 408 feet respectively; the East tunnel uPPul'eotly
leuves the vein neul' the portnl, but the West tunnel follows it
continuously to the face, No, 2 tunnel is a crosscut fl'om the
west bank of Bibb Cl'eek at ]375 feet elevation, which inter­
sccts the vein at 300 feet from the portal; hom the point
of intersection the vein has been followed westwanl for 528
feet, and a raise started at 220 feet from the Cl'osscut.

In the No.1 West and the No, 2 tunnel the vein propel'
varies from four inches to u foot and u half in width, and
consists of from two to twelve inches of gouge, sometimes
black with fine sulphides, zel'O to eight inches of cl'ystnlline
quartz often showing comb stl'Ucture, and containing pyrite,

I/em! 01 7.ebflllos Arm, JIIest Coast 01 Val/collver 1s1alld

The Miner

arsenopyrite, and sphalerite, often partially banded, Where
greater width than one and a half feet of ore occur, the extra
width is usually made up of. stringers in highly altet'ed
granodiorite, or more commonly through partial replacement
of shattel'ed aplite with gold-bearing sulphides,

In the No, 1 tunnel the vein follows the aplite dike quite
closely fol' most of the length opened, being sometimcs in the
dike, and sometimes on eithel' wall. Tn the No_ 2 tunnel the vein
where first cut is ten feet south of the dike, but intersects it
at fifty feet, and after following it for a ShOlt distance,
crosses to the north side of the dike and thereafter parallels
it about the drift width away, There is a little hignly decom­
posed aplite in the vein wcst of the intersection, but whether
it is the remains of a nanow offshoot from the dike, 01' fl'ag­
ments d1'8gged into the vein fissure by faulting along the plane
oC the vein is not clear,

. Alteration and bleaching of the gl'anodiOl-ite nlong the
walls of the vein is vel-Y limited and seldom extends more than
un inch 01' two from the fissure, There are several shears, or
sheeted zones, in the granite, appearing both on the surfacE'
and in the tunnels, which strike northeast but do not offset the
vein, n01" are they themselves offset appreciably by the vein.
They do not affect the value of the ore, but do tend to increase
the width of pay-orc where they meet the vein, At a number
of places in the drifts there al'e irregular bodies of somewhat
altered, fine grained, black rocks which are probably in­
cluded fragments of the volcanics into which the granodiorite
was intruded. They do not appear to have any influence 011

the size and value of the vein,
To dute, two shoots of commel'cial orc have been partially

developed, one 35 feet long by 26 inches wide, and the other
205 feet long by 14 inches wide, From these, a few tons of
ol'e have been shipped, but on account of the friable and
gougy charactel' of thc ore it does not lend itself to efficient
sorting, and, us tl'anspol'tation costs are high, no lurge ship­
ments have becn.J)lade~ The average R'rode of the ore-shootA
i~, hClwevel';-sufticient'trgood to make excellent mill ore, ev~
aftel' allowing fol' dilution by bUl'I'en wall-rock in stoping_
As an example of the grade of orc encountered, take the last
few rounds of CUl'l'cnt work in the raise, which shows an
uvernge nsauy of 3.8 oz, gold per ton over a width of ] 4 inches,
This is somewhat higher than the avel'uge of the mine, but is
not an unusual OCCUl'l'ence,

Besides the vein on which the work has been done, a num­
bel' of smull veins two inches and less in width arc known on
othel' purts of the property, and especially to the westward
of the known outcrop of the main vein, where there are several
parallel veins striking northenstel'ly, It is 110t known that
thcse veins curry important values, but they are worth pros­
pecting.

,- A thousand feet south of the main vein at about 2300 feett elevation there is a contact-metumorphic deposit around the
bordel's of the limestone tongue, and especially strong min-

1
6 cl'8lization along the north border. No work has been done on

this deposit, but it is imperfectly exposed at several points
wherc disscminated chalcopyrite, bornite, pyl'ite, and magne-
tite in considerable amounts occur in a gangue of garnetized
limestonej it is also said to carry small amounts of gold,
Neither the dimensions of this deposit nor the values in gold
and copper are known, but the showing warrants exploration,

Gencral geological conditions and the character of the
mineralization at the Centl-al are similar to those at most of
the other mines of the district, although there lu'e minor dif­
ferences such as the OCCUl'rence of the vein at the Ccntl'ul
along the aplite dike.

While not yet out of the prospect class, thel'e is reason to
expect that with further development the Centl'ul may be­
come 11 substantial producer.

[Editor' Note: Reno Gold Mines Ltd, has now acqui!'cd
control of the Central Zeballos mine and since March 16th
ha~ dil'ected nnd financed operations.]



~L- ~ ~d-.-~ --a.-'--ll'SO IlVIPACT RESOUHCES INC. ~~L.\~w O~~L 0 t8
ACQUISITION OF OLD B.C. - Impact Resources Inc.have signed an agreement to acquire 100% inter- __
GOLD PRODUCER PLANNED est in the Ce~~ral Zeballos gold mine on northern Vancouver Island, F~

b.C., subject to regulatory approval.
The history of this mine dates back to the 1938 - 1947 era. A small mining operation

then produced a gross yield of 2" )~.72 ounces of gold and 14,618 ounces of silver. An addition­
al 3,578 ft. of drilling was done in 1966. high-grade copper mineralization along with gold
and silver values was present in all holes.

,
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Mr-.--ceoffrey ~eports:

The company announces that the first phase of
an integrated two phase work program is
scheduled to commence this summer at its
Zeballos gold property on Vancouver Island. The
company IS the owner of 35 crown granted and
reverted crown granted mineral claims .t
Zeballos consisting of four claim groups: Centr.1
Zt'b.allos, Brit.mnia B, Britannia M .lOd Sufe.
The' property is a former producer and has had.n
extensive history of gold exploration md
development.

M.jor objectives of the initial work phase will be
to fully explore the Central Zeballos Main vein
on surface, to test other vein structures on the
Scafe and Central Zeballos claims, and to
advance exploration on the eight other known
veins on the Britannia Band M d.ims. Selection
of drill tugets will follow.
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GeNL ~53 \6 MAR 6\ IMPACT RESOURCES INC. "l?-L\~W (09'aL O\~) (
ADITS ARE BEING OPENED AT - Impact Resources Inc. director R.F.Kent reports that the company
OLD ZEBALLOS GOLD PRODUCER have received regulatory approval to acquire the former gold

producer, Central Zeballos Mine, located on the northwest coast
of Vancouver Island, B.C. (GCNL 44(81) refers).

Reviewing past records, Donald Tully, P.Eng., says, "By 1947, when operations ceased,
the Central Zeba110s Mine had treated 41,655 tons of ore yielding 20,472 ounces of gold,
14,618 ounces of silver. The average grade was calculated at 0.491 ounce gold per ton valued
at $292 using a price of $550 Canadian per ounce and 0.35 ounce of silver per ton valued at
$4.91 using $14.00 Cdn. per ounce.

"Geological mapping in 1965 indicated the strike length of the main gold vein zone to
be about 4,000 feet with an indicated dip length of 800 feet. The potential for developing
new areas of gold ore in the plane of the main vein along the rake of the former stoped out
zones appears to be favorable, particularly dOwn the dip and plunge of the ore zone towards
the east.

Mr.Tully notes that, in 1964, W.M.Sharp,P.Eng., examined a surface copper showing about
600 feet south and some 700 feet above the top adit by surface trenching and sampling and that,
in 1965. 3.578 feet were diamond drilled in 11 holes on the copper showing. The,best dri11t lq
results showed a value of 0.10 oz.gold and 3.00 oz. silver per ton plUS 3.10% copper over a J{)
core intersection of 6.5 feet in Hole 3 at a depth of 291 feet. A megnetic survey indicated
other anomalous zones of pyrrhotite. Mr.Tully concludes that the property is an excellent
e~ploratiQn bet in a_~eological env~ronment fayora9le for d~velo~ment_9f new zones pf gold}
sllver and copper. H~ recommends mlne rehabl~ltatlon and dlamonn drl~lng to search fOr neW

~
re.) Mr~KentbrePQrts.that a crew will be.on the property in mid-March to open the number 1to an ~ a t for naer round oves~l atl0n. . . .

1 p~. e~~aaas t~at ~mpact¥s 01~ operatl0ns a~e contlnulng and management are revlew1ng
new sltuatl0ns.

Impact's head office is at 1480-1055 W.Hastings St., Vancouver, phone 669-2799.

es-..~L-- :4\ \~~ 1::rt.u.'i e \ IMPACT RESOURCES INC. ~\i~ (oc'!'CI.. L D Ie')
INSPECTION STARTS IN OLD - The initial $25,000 program ofI~es Inc. has started
UNDERGROUND GOLD WORKINGS on their former gold producer, the Central Zebal10s mine on

Vancouver Island. Contract miners R.F.Fry and Associates Ltd.
are inspecting a substantial part of the mine to determine the condition of the underground ~
workings.

Impact recently obtained old maps inclUding extensive assay results from the first
three levels of underground workings dating back to the 1936 to 1949 era. This information
will prove invaluable as development proceeds.

The next phase will be back sampling of existing and open levels of the mine and 4,000
feet of underground diamond drilling.

I

?RCGP~S RLPOR~~D O~J B.C. - Ri:hard F. Kent, secre~ary of Impact Resources Inc. reports
GOd & roL02·:ITE ?RO?E:\TI that the presicent, Hen~.{ Roethel, has funded the company to

the extent of $100,000 by ".·J3.Y of a private placement at 35¢
per share ~~hich hos en~b~ed the' ca~pany to initiate ~~e second phase of their redevelopment
p~_gr22! on the Ccnt·:..... s.l Ze;1alJ.os mine lace-tee. in the north\vestern part of Vancouver
Isl~'l1d. ."-3 !'epor-~.9d ea:::-'li~!', t!1is pro:pel"ty "\-;"2.8 i:1 proc.'.lction in t!le late 1930' s and early
40' 3, producing ave:- 20,0(,'0 O'..~1~e5 of gold at J.n average grade of 0.491 oz/per ton.

Impa(:,'t, ha-,,;:~ :,." .' t..~e zcce:}s to the 4,5,6,7,8 and 9 levels \oThere the main
vein is e:cposed on the b~cks, on the fnc2s 2n~ on the floor of all drifts. On 16Feb82,
an ~~d~rground crCvT fro~ R.F. Fry ~ Assocj~tes sta~t~d extensive sampling under ~~e super-
vision of consulta.l"lt Don ':;:clly, P .E':'~I§;. ,

:r...!rlr~(8t resca:!':'(·h on t>..e pote;:ltial of ~}:"Ie property I s ,,;hite dolomite deposit (magnesium
carbonate) has prog::-essed to the stage "Tl1here GeYiously interested buyers now want proof
of consistency of qu~lity ~l"ld reSErves. To accc~modate this, Aldi Enterprises Ltd. are now
dicLr:10nd drilling -;::"1e d.-"'posi t \,jherc No.9 level crOfS cuts the dolomite for a length of
o-:rl:lr 300 feet •. 'Ihe core will be ar..alyzed by B.C. Re:~·')C'.rch for purity, brightness, abrasion
10s3, viscosity, hardness, oil atsol~tion, etc.

GcAjL :}4-~
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~~~S~ BESOYB~ES LTD, (CKE-V)

CENTRAL lEBALLOS UPDATE - Results to date fro~ dlanond
drilling at the £AntrAl

Jeballos mtne, 5 km north of leballos, northwestern
Vancouyer Island, B.C., has Identified gold ~Inerallzat­

Ion In the main yeln structure ranging f~ 0.014 to 1.14
oz.gold/ton aboye the No.9 Nln crosscut level, and fl'Oll
0.013 to 2.07 oz.gold/t below the No.9 leYel, reported
Canalaska Resources president Harry Barr.

Drilling Intersected the yeln west of the No.4 and
No.5 leyel drifts and on the No.6 and No.7 levels below
the known western are shoots on the No.5 leyel.

Drilling below the No.9 leyel Intersected the yeln
to e depth of 120 feet below the Nln crosscut and below
the raise. The Intersection carrying 2.878 oz.gold/t Is
120 feet below a zone near the raise rated as comnerclal
grade In old mine records. Together this eyldence
Indicates the existence of a new are shoot, he said.

The geological examination and sallpllng of drlll
core Is still In progress. Additional analytical results
are expected to be recelyed oyer the next Ilx weeki.

Manag8llllnt Is finalizing a $300,000 private
placell8nt for exploration of the' Central lebellol "in8\
and is negotiating a possible joint yenture agreement on
Canalaska'i Rainbow Hill lode gold prospect In Alalka.
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IIANIIAITAH "I !!tAAl CORP, (MIIN-V)
SHAREHOLDERS APPROVE - Dennis L. Higgs, president of
CHANGE OF DIRECTION Manhattan Hlneral Corp. reported

that shareholders have approved
the acquisition of IOOS of the Issued shares of and name
change to Safety-Ject Medical Products Ltd. The company
will tab imedhte steps to effect these changes. (SEE
GeNL "0.24, P.2, 3FEB89 FOR DETAILS).

The cOllpany's Interest In the 80rder Hlne prQP~r~~,

Arhona has been dropped due to marginal exploration
results. An Interest has been earned in the Golden
Sldewa1k~er~y ,,-,Il.r.a,torne._,area_ B.C •. and Hanhatia~f 5
eyaluatlng its future plans for thIs property.



~----------------------------------------------------- ---

--;

NO.52(1989)
MRCH 15, 1989

,~~~~
~ORONA CQRPORATION (ICR.A,ICR.8-T,V,H,AHEX)

OUT THE IS MONTHS I Z MONTHS
WILliAMS MINE EHOEO OEC,31/8§ l!!.Q£0 SEPT,30/87
Operating RevenueS $187,500,000 $82,300,000
Earnings Bef.Extra Ite.. 26,500,000 19,000,000
Net Earnings (loss) (82,000,000) 45,200,000

Per Share (67t) 41t
Shares Issued 129,300,000 102,500,000
WITH THE WILLAIMS HINE
Operating RevenueS $306,000,000 $149,300,000
Earnings Bef.Extra It.. 53,100,000 33,800,000
Net Earnings (loss) (55,400,000) 60,100,000
Per Share (47t) 55t

• The company changed Its year end from Sept.30 to Oec.31
resulting In a five-quarter ffscal period.

tj~e~.1A4fv.1~tzftft
~

~~YA\U
CANALASKA RESOURCES LTD, (CKE-V)

PHASE 3 DRILLING TO - CanAlaska Resources Ltd. reporte
BEGIN IN ZEBALLOS an agreement with C.H.P. 19B9

Resource Partnership &Company Ltd.
for a private placement of shares tohlllng $190,000.
The proceeds will fund the third phase of drll1fng tl
begin hmedlately and hrgeted for a section below tho
No.9 level at the Central Zeballos mfne at Zel>.allos,
VaILC!,-UVer Island, B,C. with an over-all objective 01
deflnfn9 proven ore reserves of between 250,000 and
500,000 tons averagln9 0.35 oI.gold/ton.

Previous results from diamond drilling have Identif­
Ied gold IIIlneraHutlon In the main structure ranging
from 0.014 to 1.14 ol.gold/t above the No.9 le,.l, and
frolll 0.013 to 2.070 below the No.9 level.

/
/

\t:vtx.Q:;

SILVER PRINCESS PESOURCES INC,(SVP-V) reports that NIH
and Company, limfted Partnershlp - 1989 has agreed to a
private placement purchase of up to 6BO ,001> flow through
shares at sot each for proceeds of $340,000, The
proceeds wf11 be used for exploratlon of the Dun~!n

goId-s lIver propertYJ.I!9..u..LL!!J.l!.s--,,_orth_oLSJewttl.J...l:..

FIRST DIVIDEND DECLARED - Corona Corporation has declared
Its first common share dlvldend

of 5t payable to Corona Class A and B shareholders on
Hay 31,1989, record Hay 15,1989.

Corona has adjusted the ore reserves at the .!tJckl~

.!'hteJroJ!eID_']J~.u..J!e.dJey.__B.(;,- from 9,400,000 tons of
0.133 ol.gold/ton at Sept.30,1987 to 9,100,000 tons of
0.088 ol.gold/t at Sept.30,19B8; and the carry1n9 value
of the Ntckle Plate m1ne has been wrftten down by
$108,000,000 to $51,000,000 and recorded as an unusual
item In the latest ffscal perfod. A gafn assoctated with
the sale of Hascot Gold Mtnes limited, a predecessor
company, was recorded as an unusual Item for the 12
months ended Sept.30,1987.

Exploratfon at Nfckle Plate and on netghbourfng
properties In whfch Corona or assoelated companies have
Interests has been accelerated. At the Canty deposit, a
prevfously tndlcated geological reserVe of 650,000 tons
of 0.154 ol.gold/t has been redrilled and an economlc
evaluation of an open pit reserve will start In Harch.

At Corona's 50S owned David Bell mtne reserves have
Increased to 8,100,000 tons, gradtng 0.373 ol.gold/t at
Oec.31/88.

Errective Jan.I,1989, Corona exerched fts opt10n
to buy a further 5S Interest In the Renalbe mfne for
$1,160,000 and now own. 55X of the mtne.

Inclurllng p'orllJcllol1 f,o", the Wt1liam, mtne, gold

productfon for 1989 Is forecast at some 635,000 ounceS at
an average production cost of about US $210 per 01. gold.
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Underground diamond drilling was carried out from December 1, 1988 to April 3,
1989. A total of 2,211 metres (7,253 feet) were drilled in 21 holes. The drilling
tested the main vein structure between the No.5 and 9 levels as well as below the
No.9 level. The two programmes carried out by CanAlaska were completed at a
total cost of approximately $600,000.00."

Geology

The Report then discloses, at pages 7 through 15, the following:

Regional Geology

"The Zeballos River area was mapped initially by H.C. Gunning of the Geological
Survey of Canada ("G.S.C.") in 1932 as part of a regional map. covering an area of
142 square miles. Gunning's report and map are a part of the G.S.C. Summary
Report 1932. The most recent geological work in the area was compiled in 1977
by J .E. Muller as G.S.C. Open File 463••••

The oldest rocks in the area are Triassic volcanics and sediments correlated with
the Vancouver Group in the Nimpkish Lake region. In the Zeballos area the group
is represented by two formations. The lower is the Karmutsen Formation
comprising mafic to intermediate volcanics and volcaniclastics; overlying the
Karmutsen volcanics is the Quatsino limestone. These rocks lie in fault contact
along the northern branch of the Zeballos River north of the property. Early
Jurassic Bonanza Group volcanics overlie the Vancouver Group on the southwest
portion of the Britannia Claims.

The volcanic and sedimentary rocks were intruded in part and replaced by a
Jurassic Island intrusion of granodioritic to quartz dioritic composition which
outcrops in a northwesterly trending body predominantly north of the Zeballos
River. A younger intrusive named the Zeballos (quartz diorite) Batholith, which
has been dated at 38 Ma (Tertiary - Oligocene/Eocene) intrudes all older rocks and
outcrops in a southeasterly trending body south of the Zeballos River.

The gold bearing quartz veins are believed to have been emplaced during the late
stages of the Tertiary quartz diorite intrusion along with mafic and felsic dykes
which are seen both to crosscut and be crosscut by the veins."

Regional Mineralization

"The mineral deposits of the Zeballos Camp have been investigated and described
by geologists of the Minister of Mines of B.C. and the Geological Survey of
Canada since 1908. Descriptions given by J .S. Stevenson (1935 to 1948) and by
Bancroft (1940) have been found to be accurate and informative. The Zeballos
camp is well known for its' rich gold bearing quartz veins which produced a total
of 287,811 ounces of gold between 1934 and 1948."

Vein Structure

"These veins comprise quartz and sulphides in well defined fault fissures which are
rarely more than a foot in width but maintain fairly uniform strikes and dips for
considerable distances. The gold bearing material occurs as lenticular bodies,
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often referred to as ore shoots, within the consistent structures making reserves
difficult to block out by diamond drilling.

Some of the gold bearing veins occur in sheeted zones ccmprised of joints spaced 2
to 8 inches apart over widths of up to 4 feet. Although narrow gouge films and
quartz sulphide stringers line these joints the gold grades over the 4 foot width are
often less than in the narrower but solid veins. These sheeted zones often grade
into narrow shears containing high grade lenticular quartz sulphide veins."

Vein Composition

"The vein material comprises sulphides and gold occurring in a gangue of quartz
and minor carbonate. Gold grades appear to have an inverse relationship to the
amount of carbonate in the gangue. Films of gouge usually line the walls to the
quartz sulphide veins. Banding occurs both between the quartz and sulphides and
between the sulphides themselves indicating a sequential deposition. The quartz
occurs in a comb texture made up of pyramid shaped crystals with sulphides often
occurring between crystals. Sulphides comprising pyrite, sphalerite, arsenopyrite,
chalcopyrite, galena, pyrrhotite and minor marcasite make up from 10 to 5096,
averaging 2596, of the vein material.

Crushed country rock occurring in vein shears with gold bearing stringers and
disseminated pyrite are usually low in gold content. Brecciated vein matter
characterizes many of the parts of the veins and includes fragments of wall rock
up to 10 inches across. Some of the wall rock fragments have been totally
replaced by silicification. Where this has not occurred the wall rock tends to
dilute the mineralization. Visible gold often occurs in the veins but commercial
ore may not contain any gold visible to the naked eye. The Privateer and the
Goldfield veins are the best known for gold crystals and hackly masses of visible
gold. Gold distribution in the Quartz sulphide ore is directly proportional to the
sphalerite and galena content. This evidence suggests that these materials were
precipitated from the same solutions although banding eviqence incj.icates that the
gold was deposited slightly later than the base metals. As a rule quartz veins
containing pyrite and arsenopyrite without sphalerite and galena do not contain
very much gold. The entire depositional sequence is believed to have started with
pyrrhotite and some sphalerite followed by arsenopyrite, pyrite, sphalerite,
chalcopyrite, galena; and gold. Mineral associations with gold are varied: it
replaces arsenopyrite, pyrite, and galena and occurs along the contact of quartz
and the various sulphides, galena, sphalerite and pyrite. It also occurs entirely
surrounded by Quartz or moulded around the ends of prismatic quartz crystals.

The deposition of Quartz appears to have started soon after the pyrrhotite and to
have been repeated several times before the final stages of mineralization. The
earliest quartz is dark grey and contains fine grained arsenopyrite and pyrite.
This grey Quartz forms the wall to most gold bearing veins as well as most of the
gangue in narrow veins. A second stage quartz is white while a third and last
stage quartz is white and barren of both sulphides and gold."

( ...)
Property Geology

"The Triassic Karmutsen volcanics underlie the northern portion of the Scafe and
Britannia B claim groups just south of the Zeballos River. These volcanics
comprise basaltic lava, pillow lava, breccia and tuff.
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