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LORD RIVER GOLD MIYES LIiIITED 

NOTES ‘TO THE FINANCIAL STATEYSNTS 

February 2 8 ,  1987 

E. 
J .  INCOME TAXES 

The fo1lc;wing anounfs a r e  a v a i l a b l e  t o  reduce incone for tax purposes i n  future 
years:  

Operating losses  
Exploration and development 

$ 23,COO 
507 ,000  

~~ - 

$ 530,000 
_1_- 

6. SL’BSEQLJl3N. EVENT, SHARE F I N A N C I N G  

The compary has ?repared a prel iminary prospectus t o  o f f e r  f o r  s a l e  to the 
p u b l i c  9 0 0 ,  0 0 0  cornmon shares without par value: 

6 0 0 , 0 0 0  regular  common shares  t o  be of fe red  a t  $ 0 . 4 0  p e r  sha re ,  the  
proceeds of which w i l l  be used t o  pay expenses of t he  o f f e r ing ,  pay 
e x i s t i n g  l i a b i l i t i e s ,  with the balance being added to  working capi ta l . ,  and 

. 300,OOC flow-through cornon shares  t o  be of fe red  a t  $0 .70  per  snare, the 
proceeds of which w i l l  be expended on a propose2 explorat ion progran 
e n t i t l i r , g  the subscr ibers  t o  claim for . t ax  purposes deductions i n  respec t  
of Canadian explorat ion expense otherwise deduct ibie  by the  company. 

The o f f e r i n g  is  subjec t  t o  a m i n i m u m  of 4 0 0 , 0 0 0  regular  shares and a l l  of the 
f lQw-through shares  beir,g so ld .  
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SUMMARY 

The  Pel la i re  property of Lord River Gold Mines Ltd., encompassing a n  a r e a  of 

approximately 1,260 hec ta re s  (3,100 acres) is located within t h e  eas t e rn  margins of t h e  

rugged Coast Mountain Ranges some 200 kilometres  north of Vancouver. It has  been 

explored intermit tent ly  since 1937, with t h e  most recent work in 1981. 

T h e  property overlies a con tac t  between g ran i t i c  rocks of t h e  Coast Plutonic 

Complex to t h e  south and a bel t  of structurally disturbed Cre t aceous  and younger 

sedimentary,  volcanic and intrusive units to t h e  north. On t h e  property,  and  more  

specifically in t h e  general  a r e a  of t h e  mineral  occurrences,  t h e  se t t i ng  is simple; 
granodior i te  to t h e  south in c o n t a c t  with greenstones (metamorphosed volcanics and 
related sediments) to t h e  north. Gold-bearing q u a r t z  veins, t h r e e  of which a r e  

prominent, l i e  within a nose of t h e  granodiorite t h a t  protrudes northerly in to  t h e  

greens tones. 

The  qua r t z  veins occur in f r ac tu res  which cross t h e  granodior i te  nose and a r e  

obviously related in s o m e  fashion to t h e  contact.  T h e r e  is reason to bel ieve t h a t  

similar, parallel  f ractures ,  hosting gold-bearing q u a r t z  veins, should b e  present below 

t h e  known vein-f ractures.  Sampling of s u r f a c e  exposures and veins exposed in several  

ad i t s  (comprising about  3,000 feet of underground workings) produced a reserve of 

34,000 tons  at 0.67 oz Au/ton and 2.34 oz Ag/ton, equivalent to approximately 135 

tons per ver t ical  foot. T h e  partially explored veins a r e  s i tuated at  t h e  t o p  of a s t e e p  

sided ridge which rises more  than 2,000 feet above  t h e  adjacent  valley floor. If more  

veins a r e  present down along t h e  con tac t ,  t h e  t o t a l  potent ia l  reserve to t h e  valley 

bot tom could b e  in t h e  order  of 300,000 tons  or more. 

A program of diamond drilling exploration is proposed to test t h e  favourable  

c o n t a c t  area at  depth,  and to obtain m o r e  information on t h e  continuity of t h e  known 

veins. T h e  e s t ima ted  cost of this program is  $420,000. 
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INTRODUCTION 

T h e  purpose of this report  is to descr ibe t h e  c u r r e n t  s t a t u s  and understanding of 

t h e  Pel la i re  Gold Property,  and to lay o u t  a proposal fo r  fu r the r  exploration. T h e  
r epor t  is based on avai lable  government  and company reports,  maps and da ta ,  and  on 

a n  examination of t h e  property made  by t h e  wr i t e r  on 23 October,  1986, in t h e  

company of Mr. Robert  Quartermaine,  a director  of Lord River Cold Mines Ltd. 

Location 

T h e  Pel la i re  property is located in southwestern British Columbia approximately 
200 ki lometres  north of Vancouver and 250 ki lometres  by road southwest f rom 
Williams Lake  (Figure I) .  Coordinates  a r e  51005' North and 123035' W e s t ;  NTS area 92 

0/4. T h e  65 kilometres  of road immediately north of t h e  property has  no t  been 

maintained in r ecen t  years  and, consequently, requires s o m e  grading and cu lve r t  

installations. This sect ion of road crosses  t h e  Tchaikazan River, which must  b e  

forded, a procedure t h a t  c a n  only b e  d o n e  be fo re  and  a f t e r  spring freshet.  An airs t r ip  

- sui table  f o r  small  a i r c r a f t  (up to Twin O t t e r  size) is  located in t h e  valley bo t tom below 

t h e  mineralized a r e a  t h a t  is to b e  explored. I t ,  too, requires rehabili tation but  t h e  

savings in mobilization and se rv ice  costs should m o r e  than offset t h e  cost of making i t  

serviceable. 

The  property lies within t h e  eas t e rn  margins of t h e  Coast Mountains (Pacif ic  

Ranges) in typically rugged topography of high relief. Elevations on t h e  property 

range from 5,500 feet (1,675 m) in Falls River valley to 8,900 feet (2,710 m) on local 

peaks. T h e  mineralized area,  commonly referred to as t h e  'mine' area in ear l ier  

r epor t s  because i t  contains  several  adits, lies near  t h e  nose of a northerly trending 
ridge, t h e  c r e s t  of which is  at approximately 7,600 feet elevation. 

Falls River valley is heavily wooded with evergreen t r e e s  below elevations of 

6,000 to 6,500 feet. Alpine glaciers  

source of all s t r e a m s  including Falls 
obtained f r o m  about  600 feet below 

permanent) nearby and  t h e  o t h e r  about  

a 

a r e  plentiful in t h e  general  area and  a r e  t h e  

River. Water f o r  drilling operations c a n  b e  

t h e  r idge c r e s t  f rom t w o  sources, o n e  (less 

th ree  ki lometres  to t h e  south. 
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Property 

T h e  Pe l la i re  property comprises  four  two-post c la ims  and t h r e e  me t r i c  c la ims  

which encompass a n  a r e a  of approximately 1,260 hec ta re s  (3,100 acres). Locations a r e  
shown on Figure 2; c la im d a t a  a r e  l isted below. 

Claim Name Record No. Units 

Hi 1-4 
Lord 1 
Lord 2 
Lord 3 

History 

10278-10281 4 (equiv.) 
360 20 
36 1 20 
1598 12 

Anniversary Date 

3 May 
19 July 
19 July 
6 October  

The  gold-bearing qua r t z  outcrops were  discovered in 1936 by prospectors A. 
Pe l le t ie r  and A.J. Aellaire, f rom whence t h e  n a m e  'Pellaire' property. In t h e  summer 

of 1937, t h e  d is t r ic t  engineer fo r  t h e  British Columbia Depar tment  of Mines car r ied  

ou t  a detai led examination of t h e  mineral  showings and took a number of samples,  

s o m e  of which re turned  high values in gold (up to 17.1 oz Au/ton). Hi Do Cold Mines, 

Ltd.  was  formed in December 1937 to develop t h e  property. N o  underground work 

was d o n e  by this company, bu t  between 1937 and 1940 a n  unsuccessful a t t e m p t  was 

m a d e  to t r e a t  su r f ace  vein inater ia l  in a small  concentrator .  

In 1944, t h e  property was acquired by Quebec Gold Mining Corporat ion who, in 

conjunction with Noranda Mines, Ltd., formed Pel la i re  Mines Ltd. In 1945, Pel la i re  

Mines comple ted  1,453 feet of diamond drilling t h a t  was relatively unsuccessful in 

recovering vein material .  During 1946 and 1947, they drove ad i t s  on four veins, 

(numbers  I, 3, 4 and 5). T h e  f i r s t  reserve  calculat ion was done  a t  this  time. 

No fur ther  exploration was done until  1973 when Silver Standard Mines Ltd., in 

associat ion with Lord River Gold Mines, began work on t h e  property. They repaired 

roads, conducted geological and reconnaissance geochemical  surveys, did extensive 

bulldozer stripping, c leaned ou t  old portals,  and check-sampled t h e  veins. 

In September ,  1979, Silver Standard Mines Ltd. conducted a program of su r face  
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sampling, reconnaissance mapping and claim checking. During t h e  summer  of 1980 t h e  
access road was completed,  a n  a i r s t r ip  built, and local access roads to t h e  adits 

constructed.  
/ 

Much of t h e  1981 summer  season was spent trying to rehabi l i ta te  t h e  No. 3 ad i t  

for access to t h e  No. 3 and No. 4 veins. Late in t h e  summer, a new ad i t  was collared 

on t h e  east (opposite) s ide  of t h e  mountain. I t  was advanced 200 feet when work was 

stopped; t h e  face was approximately 60 feet from t h e  projection of t h e  No. 4 vein. 

No work has  been d o n e  on t h e  Pel la i re  property s ince 1981. Tota l  ad i t  length is  

in t h e  order  of 3,000 feet. 

References 
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GEOLOGICAL SETTING 

Regional Geology 

The  Pe l la i re  property overlies a fau l ted  (?) c o n t a c t  between grani t ic  rocks of t h e  

Coast Plutonic  Complex to t h e  south and  a be l t  of s t ruc tura l ly  disturbed Cretaceous 
and younger sedimentary,  volcanic and intrusive uni t s  to t h e  north (Figure 3). 

T h e  oldest  rocks in t h e  a rea  a r e  Lower Cre t aceous  shales  and greywackes t h a t  

a r e  conformably overlain by Lower and Upper (?) Cretaceous  pyroclastic rocks. Both 

of these  uni ts  a r e  in con tac t  with t h e  Coast Plutonic intrusives in t h e  vicinity of t h e  

Pe l la i re  deposit, where  they form a west-northwest trending be l t  about  30 ki lometres  

in width. 

The  Upper Cre taceous  Coast Plutonic  rocks, comprising grani tes ,  granodiorites,  

dior i tes  and  re la ted  units, fo rm a l a rge  mass in t h e  southern pa r t  of t h e  region. They 

host  t h e  gold-bearing veins at t h e  c o n t a c t  with t h e  older  volcanics and (metamor-  

phosed) sedimentary rocks. 

Younger, only slightly deformed volcanics of Upper Cre taceous  or possibly Early 

Ter t ia ry  a g e  l ie  unconformably on t h e  older  sedimentary and volcanic units. They a r e  

primarily composed of massive andes i te  and basa l t  with minor re la ted  pyroclastics,  

g reywacke  and shale. 

Young, probably Ter t ia ry  a g e  intrusives form irregular s tocks  and  dykes t h a t  

have  intruded t h e  older units within t h e  s t ructural ly  disturbed Cre taceous  belt. In 

composition, t hese  intrusives range f rom fe ls i tes  and feldspar porphyries to grani tes  

and diorites. 

The  youngest rocks in t h e  region a r e  Ter t ia ry  plateau basa l t s  t h a t  occupy much 

of t h e  lower lying ground nor th  of t h e  disturbed belt. 

S t ruc tu re  is  complex, particularly within t h e  30 ki lomet re  wide be l t  of older  

sedimentary and volcanic units. Both normal and  thrus t  f au l t s  a r e  present;  severa l  

s teep,  southwes t  dipping thrus t  f au l t s  have  been t r aced  for  severa l  miles and a r e  

believed to b e  re la ted  to t h e  Fraser  River fau l t  system. 

1 
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a 

Several  mineral  deposits and occurrences a r e  s i tua ted  near  t h e  c o n t a c t  of t h e  

Coast Plutonic belt ,  s o m e  within t h e  intrusive rocks and o t h e r s  in t h e  ad jacent  
volcanic units. 

Property Geology 

Portions of t h e  Pel la i re  property w e r e  geologically mapped by Skerl  (1947) 
(Figure 4). T h e  se t t ing  is relatively simple; andesites,  possibly of tuffaceous origin in 

par t ,  and agglomerates  in t h e  north a r e  in c o n t a c t  with granodior i te  of t h e  Coast 
Plutonic Complex to t h e  south. T h e  gold-bearing q u a r t z  veins a r e  associated with this  

contact .  

T h e  andesi tes  and agglomerates ,  commonly re fer red  to as greenstone, forin a 

southeaster ly  trending ernbayment in to  t h e  granodiorite,  thereby localizing t h e  
mineralized a r e a  in a northerly intruding tongue of granodiorite. T h e  andesi tes  and 

agglomerates  a r e  a highly metamorphosed mixture  of mica schist ,  siliceous hornfels, 

purple  s la tes ,  a l te red  volcanics and minor siltstones. A t  t h e  contac t ,  in t h e  vicinity of 

t h e  mineralized zone, they a r e  hard, compe ten t  rocks. 

T h e  granodior i te  is  medium to c o a r s e  grained and contains  b io t i te  and 

hornblende. 

Northerly 

m e t r e s  in  widt 

. mineralization. 

Gold and 

trending andesi t ic  dykes (a few a r e  basal t ic  and o thers  f elsic) up  to t en  

1 occur  within t h e  granodiorite. They a r e  considered to b e  post- 

(low) silver values occur  within q u a r t z  veins tha t ,  in t h e  a r e a  of 

g rea t e s t  known concentrat ion,  s t r ike  northeast-southwest and dip moderately 
northwest. These  veins a r e  localized in a small  protrusion of t h e  granodior i te  and, 

consequently, extend diagonally f rom t h e  eas te rn  to t h e  western c o n t a c t  of t h e  host 

unit. (For  t h e  mos t  part ,  t h e  veins have n o t  been explored to t h e  'greenstone' contact.)  

Other  veins occur  e lsewhere within t h e  granodiorite,  but they h a v e  received l i t t l e  

exploration to date;  they do ind ica te  a more  widespread presence of gold 

mineralization. 
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MINERALIZATION 

Vein Characteristics 

A t  least f ive  veins tha t  exhibit s o m e  cont inui ty  and  that have  re turned  

significant gold assays have  been ident i f ied on  t h e  Pe l la i re  property. Three,  numbers 

3, 4 and  5 ,  have  been  partially explored by ad i t s  of severa l  hundred f e e t  individual 

length (Figure 5). Number 1 Vein also has  been explored by adi t ,  bu t  fo r  only a shor t  

distance. Number 2 Vein may have  been  dr i f ted  (P Adit), bu t  no  data or maps  a r e  

a v a  ila bl e. 

Al l  of t h e  veins, and  m o r e  par t icular ly  t h e  t h r e e  main veins, a r e  located within 
t h e  nose  of t h e  granodior i te  t h a t  protrudes in to  t h e  greens tone  (inetamorphics). This 

l a t e ra l  ex ten t  i s  l imited by a combination of topography ( t h e  c r e s t  of a steep-sided 

ridge) and  t h e  shape  of t h e  hosting intrusive (Figures  4, 5). All current  evidence 

indicates  t h a t  t h e  veins occur  primarily in t h e  granodiorite. A lack of de ta i led  

geological mapping casts s o m e  doubt on  th i s  s t a t emen t ,  al though i t  is  apparent  t h a t  

t h e  granodior i te  is t h e  prefer red  hos t  rock. 

T h e  f r ac tu res  which conta in  t h e  veins may have  been formed in t h e  granodior i te  

by tension r e l a t ed  to  possible f au l t  movement  on  t h e  granodiorite-greenstone contac t .  

If so, t hen  s o m e  re l a t ed  fractur ing could have  t aken  p lace  in t h e  greenstone,  thereby  

providing a la rger  area of potent ia l  vein formation. As  well, t h e  f r ac tu res  could b e  

cooling c r a c k s  occurr ing mostly in  t h e  granodiorite. Whatever the i r  origin, t h e r e  i s  

reason to bel ieve t h a t  similar f rac tures ,  and  veins, should b e  present  nea r  t h e  con tac t  

below t h e  known veins (F igure  6) .  

T h e  gold-bearing q u a r t z  veins show abundant l imonite  staining and  occasional  

malachi te .  S o m e  galena has  been  observed, as h a v e  r a r e  amounts  of visible gold. T h e  

presence  of high gold values and  t h e  genera l  absence  of visible gold suggest  t h e  
presence  of gold tellurides, a n  assumption confirmed by laboratory studies. T h e  veins 

a r e  f rac tured ,  somewhat  sinuous and  have  gouge along the i r  margins. T h e  f rac tur ing  

and  gouge  suggest  post-mineralization shearing. Average  vein width in t h e  

mineralized a r e a s  is  about  f ive  fee t .  



- 8 -  

ORCAN MINERAL ASSOCIATES LTD. 

i 

Reserves a n d  Potent ia l  

T h e  veins have  been thoroughly sampled in t h e  ad i t s  and, to a lesser degree,  in 

surface exposures. Individual gold assays of several  ounces per  ton a r e  not uncommon 

in mineralized sections. By example, of four samples  taken on No. 4 Vein during t h e  

October ,  1987 examination, t w o  returned low values in gold (one contained 4.99 oz 

Ag/ton), a third assayed 1.0 oz Au/ton and t h e  fourth,  15.9 oz Au/ton ( the  assay 

ce r t i f i ca t e  is  appended). 

Reserves  w e r e  calculated by Skerl  in 1947 using parameters  applicable to t h a t  

His resul ts  follow; t h e  locations of t h e  'ore' shoots in  t h e  ad i t s  a r e  shown on  time. 

Figure 5. 

Probable  

Possible 

34,000 tons @ 0.67 oz Au/ton, 2.34 oz Ag/ton 

40,000 tons @ a similar g r a d e  

Pa>s,ameters more  sui table  to c u r r e n t  mining pract ices ,  equipment and productivity 

would resul t  in  a slightly lower g r a d e  and higher tonnage. 

Some  concept  o f  t h e  deposit  potent ia l  c a n  b e  determined f rom t h e s e  figures. 

T h e  Probable  reserves  occur  above 7,300 foot elevation and within a ver t ica l  interval  

averaging about  250 feet. T h e  tons-per-vertical-foot, for  t h e  probable  reserves  only, 

a r e  approximately 135. Project ing this f igure to t h e  valley floor a t  5,500 foot 

elevat ion adds  a fur ther  245,000 tons. Considering t h e  increasing length of c o n t a c t  

with depth  ( t h e  ridge widens downward), t h e  considerable  length of c o n t a c t  on t h e  

property t h a t  has  not  been explored, and t h e  Occurrence of o t h e r  showings away from 

t h e  main zones, a minimum potent ia l  in t h e  order  of 300,000 tons at a g r a d e  in excess  

of 030 oz Au/ton is a reasonable  expectation. 
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CONCLUSIONS 

The Pe l la i re  property contains  significant gold mineralization in  multiple qua r t z  

veins in a se t t ing  favourable  fo r  t h e  occurrence  of more  veins of a similar nature.  The  
main area of known mineralization on the property has a reserve potential of the order 

of 300,000 tons or more  at a g rade  in excess  of 0.50 oz Au/ton (and minor si lver 

values). Thus, i t  is concluded t h a t  t h e  property mer i t s  exploration to test this  

potent ia l  and to test o the r  gold occurrences and geologically favourable  a r e a s  

e lsewhere on t h e  property. 

Recommendations 

I t  is recommended t h a t  several  holes be ,d r i l l ed  to de te rmine  t h e  la te ra l  and 

down-dip continuity of t h e  known veins, thereby providing a b e t t e r  measure  of t h e  

local  mineral  potent ia l  and to provide guidance for fu tu re  drifting. About 3,000 feet 
in  seven or eight  holes should b e  suff ic ient  at th i s  time. The  potent ia l  fo r  deeper ,  new 

veins should b e  t e s t ed  by at least two long diamond dr i l l  holes loca ted  ad jacent  to t h e  
granodiorite-greenstone c o n t a c t  (Figure 6). Final hole lengths c a n  b e  determined by 

monitoring t h e  a r e a  while drilling is in progress, bu t  i t  appears  t h a t  about  3,000 feet of 
drilling will b e  required. 

Detailed geological mapping of t h e  granodiorite-greenstone c o n t a c t  and of o ther  
a reas  of in t e re s t  is necessary for a b e t t e r  understanding of t h e  veins and mineral  

controls. Carefu l  prospecting, particularly of t h e  contact area ,  should b e  undertaken 

as well. Any new discoveries, and s o m e  of t h e  previously located mineral  occurrences,  

c a n  b e  exposed for  mapping and sampling by bulldozer trenching. 

The  access road for t h e  65 ki lometres  nor th  of t h e  property will have  to be 

rehabi l i ta ted and graded. 
explorat ion a r e a  also will requi re  improvement  and local rebuilding. 

Local access roads f rom Fal ls  Creek  valley up to t h e  main 
The  a i r s t r ip  in 

t h e  valley c a n  b e  m a d e  serviceable  to f ac i l i t a t e  t h e  use of fixed-wing a i r c r a f t  f rom 

Squamish, thus obviating t h e  more  costly serv ice  and supply by t ruck  and hel icopter  

(from t h e  Tchaikazan River) f rom Williams Lake. 
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Estimated Costs 

T h e  cost of t h e  propmed exploration prograrn i s  es t imated  to b e  as follows: 

DiZ%%Td-&illing - 6,000 f t  @ $40/ft  $ 240,000 

Trenching 5,000 

,-,' 
_r- 

Access  
Road repair  & grading $ 10,000 
Airs t r ip  rehabili tation 10,000 
Local access & dril l  s i t e  preparat ion 15,000 35,000 

R eclarnation 10,000 

Assaying - 200 samp1,es @ $15*00/each 3,000 

Camp, Crew Maintenence (Drilling excluded) 
Equipment, fuel  4,000 
Food, o t h e r  supplies 6,000 10,000 

Transportat ion (Including mob & demob) 
Ground - 4x4, 2 ATV's 
Fixed-wing - service & supply 
Helicopter - dril l  moves, local mob & demob 22,000 33,000 

6,000 
5,000 

Support  
Travel,  co m in un i c  a t i ons 
Expediting, f re ight  
Miscellaneous 

Personnel 
Geology, f ield supervision 
P r ospec tor  
Geological assistant,  drafting, labour 

Contingency (Approximately 10%) 

2,000 
3,000 
1,000 6,000 

25,000 
5,000 

10,000 40,000 

38,000 

TOTAL ESTIMATED COST $ 420,000 

If th i s  exploration program produces favourable  results,  fur ther  diamond drilling 
and, eventually,  underground exploration will b e  required in order  to def ine  an 
economically viable mining reserve. 

Respectfully submitted,  

Orcan Mineral Associates Ltd. 

C. Raymond Saunderi ,  REng. I '\ 
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CERTIFICATE 

I, C. Raymond Saunders of 666 St. Ives Crescent,  North Vancouver, Canada, d o  hereby 
ce r t i fy  that:  

1. I a m  a graduate  of t h e  University of British Columbia, (B.A.Sc. in 
Geological Engineering, 1 Y5G). 

2. I a m  a registered Professional Engineer of t h e  Province of British 
Columbia (reg is: r a  tion number 6498). 

3. From 1956 until 1967, I was engaged in mining and mining exploration 
in Canada for a number of companies; positions included mine 
geologist, mine engineer and and chief geologist for underground and  
open pit  operations. Since 1967 I have been practicing as a consulting 
geological engineer in minerals exploration, property development 
and  deposit evaluation in Canada and other  countries. 

4. This r epor t  is based on t h e  resul ts  of a personal examination of t h e  
Pellaire property made by t h e  wri ter  on 23 October,  1986, and t h e  
use of a l l  available government and pr ivate  reports, maps and 
records. 

5. I have not  received, nor do I expec t  to receive,  any interest ,  directly 
o r  indirectly, in t he  propert ies  o r  securit ies of Lord River Gold Mines 
Ltd. or any associate  o r  aff i l ia te  of Lord River Gold Mines Ltd. 

6. I do  no2t have a d i r ec t  or indirect  interest  in, nor do I beneficially 
own, directly,  o r  indirectly, any securi t ies  of Lord River Gold Mines 
Ltd. or  any associate  or aff i l ia te  of Lord River Gold Mines Ltd. 

Respectfully submitted,  

Vancouver, Canada 
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