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SUMMARY OF PROSPECTus

The following is a summary of the principal features of this Offering. f10re
detailed information is contained in the body of the Prospectus:

The Offering:

Proceeds to
the Issuer:

The Property:

Use of Proceeds:

Dilution:

500,000 common shares at price of $0.33 through the facilities of
the Vancouver Stock ExchaOJe, pursuant to the Issuer's comitional
listing on that Exchange. The Offering is subject to a minimum
subscription of 500,000 shares reiOJ sold on the OfferiOJ Day. If
the minimum subscription is not reached, all funds will be
returned to the subscribers without deduction.

$150,000.00

The Issuer is the holder of an option to earn an undivided 50%
beneficial interest in and to nine mineral claims described as
Forks 1 - 4, TEP #1 - #3, AR 1 - 2 situated in in the Cariboo
11ining District, Province of British €olumbia.

To canplete Phase I of an exploration prCX]ram estimated to coot
$100,000 in accordance with the recommendations received from the
Issuer's consultiOJ eOJineer.

The issue price to the pUblic exceeds the net tangible book value
per canrron share calculated as at Harch 31, 1988, after giving
effect to the Offering by $0.17 or 51.52%.

IX:>nal d Rathborne

Augustine Fang Loo~1anagement :

Victor Frederic
RCX]er Kam-Po Ip

'- Chief Executive Officer, President and
Director;

- Chief Financial Officer, Secretary am
Director;

Erickson - Director;
- Director

Risk Factors:

The Issuer:

The shares offered hereunder are speculative. There is no market
for the Issuer's shares. A purchase of the shares is subject to a
number of risk factors, particulars of which are set forth on page
7 under the heading "Risk Factors".

The Issuer was incorporated on June 24, 1987 under the Company Act
of British Columbia. The Issuer is eOJaged in the business of
acquiring, exploring and developing natural resource properties.
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SUMMARY AND CONCLUSIONS

Armada Gold and Minerals Ltd. holds an option on the Forks, TEP and AR proper ty

of 171 claim units in the Cariboo Mining Division, British Columbia. The property

is situated in the MacKay River - Horsefly Lake area and access is by numerous

well maintained logging roads from either 100 Mile House or Williams Lake.

The property lies within the Quesnel Trough and is underlain by Permian

metavoicanics, Triassic black phylli tes (Quesnel River Group) and Triassic-Jurassic

volcanics of the Takla Group. These rocks have been deformed into a regional

northwest trending synformal structure known as the Eureka Peak Syncline.

Stratabound gold mineralization has been found within a ''knotted phyllite" facies

(Unit 4) of the Triassic black phy lli te s. The gold occurs within both the phy lli te

and the associated quartz sweats. Visible gold has been noted at numerous

locations on the Frasergold property, however, the mineralized phyllites are usually

indistinguishable from the unmineralized phyllites.

Explora tion for gold in this area dates from 1901 when placer gold attracted

prospectors to the headwaters and tributaries of the MacKay River. Very little

attention was paid to the area until 1978 when claims on the upper MacKay River

valley and Frasergold Creek were staked by C.E. Gunn. These were optioned to

Keron Holdings Ltd. and subsequently transferred to Eureka Resources, Inc.

Intensive exploration o'n this Frasergold property by Keron, Eureka and Amoco

Canada Petroleum Co. Ltd. has included soil geochemistry, diamond and reverse

circulation drilling, trenching, bulk sampling and metallurgical testing. This

explora tion has demonstrated the pre sence 0 f stra tabound g old mineralization in a

black ''knotted phyllite" of potentially economic widths over a strike length of 4

kilometers. This gold enriched horizon is believed to extend along a total strike

length of ,10 kilometers contained within the Frasergold property (G. Cross

Newsletter, February 5, 1987). A news release in 1986 noted that ". • •

underground work is expected to indicate 2,000,000 to 4,000,000 tons grading 0.20

to 0.30 oz/ton gold over a three to four meter width. Open pit reserve

expectations have been revised to a potential of 15 to 20 million tons grading 0.07

to 0.08 oz/ton gold over 25 to 30 meter widths." (G. Cross, Newsletter, November

27, 1986).

\ ~.\'",-
)

I



- 2 -

The Armada claims cover the northward extension of the stratabound gold

mineralization which occurs in the black, Triassic phyllite (Unit 4) on the adjoining

Frasergold property of Eureka Resources Inc. Geological mapping and geochemical

sampling in 1987 by Armada and the B.C. Department of Mines has demonstrated

that the favorable stratigraphy continues through the Armada claims, from the

Eureka property boundary to Horsefly Lake, a distance of approximately 11

kilometers.

Initial sample results from this Armada work show numerous scattered gold soil

anomalies on the Forks 4 grid at the southeast end of the, property. The central

area of the property is unsampled. A rock grab sample of the Unit 4 phylli te

collected in a freshly exposed outcrop near the northern end of the Armada claims

returned an assay of 0.065 oz/t gold.

An excellent potential exists to locate economic stratabound gold mineralization

on the Armada Gold and Minerals Ltd. property within the underlying favourable

Tertiary phyllites. Further exploration is warranted to locate and develop a

stratabound gold reserve similar to that on the adjoining property of Eureka

Resources, Inc. A two-stage, success-contingent exploration progra m is

recommended.

"



- 3 -

INTRODUCTION

This report has been written at the request of the directors of Armada Gold and

Minerals Ltd. and describes the geology and mineral potential of the Forks, AR and

TEP claims in the MacKay River - Horsefly Lake area, central British Columbia.

The property, consisting of 171 units, covers the northward extension of

stratabound gold bearing mineralization in a black Triassic phyllite unit. On the

adjoining Frasergold property of Eureka Resources, Inc. this stratabound gold

mineralization occurs in a ''knotted phyllite" facies within the phyllite and

associated quartz sweats. The results of intensive drilling and bulk sampling

conducted along a strike length of 1.5 kilometers have identified the potential of

"large tonnage open pit reserves of 20 million tons grading 0.06 ounces per ton.

Also identified is the potential of higher grade underground reserves ranging (to)

1.2 million tons grading 0.40 ounces of gold per ton •••" (Eureka Resources, News

Release).

These "mineral reserves" illustrate both the economic potential of the Frasergold

property and the extension of the mineralized stratigraphic unit which extends onto

the Armada property.

A program of geological mapping, prospecting and geochemical sampling conducted

on the Armada proper~y in the summer of 1987 showed the continuity of the

favourable stratigraphic unit and defined geochemically anomalous area'S on

Forks 4 claim. Continued exploration for stratabound gold mineralization on the

Forks, TEP and AR claims is warra nted. A phased, success-contingent explora tion

program is recommended for the 1988 field season for a total estimated

expenditure of $250,000.

The Forks, TEP and AR property was examined in October, 1987 in the company of

Mr. D.A. Howard, P.Eng. The writer gratefully acknowledges the kind assistance

of Mr. D.A. Howard, P.Eng. and Dr. A.D. Drummond, P.Eng in the examination of

the property and the preparation of this repor t.

f\ II., t\
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LOCATION ACCESS AND TOPOGRAPHY
(Figures 1, 2, 3)

The property is situated between Horsefly Lake on the north and the MacKay River

in the south at the confluence of the MacKay River and the north fork of the

Horsefly River. This is approximately 110 kilometers east of Williams Lake in

central British Columbia. Co-ordinates at the confluence of the two rivers are 520

23' north and 1200 44' west (NTS 93A/7E,W).

Access is via 54 kilometers of paved highway from 150 Mile House to Horsefly.

From there an all-weather logging road extends along the Horsefly River to

Horsefly Lake, a distance of approximately 60 kilometers. A system of well

maintained gravel roads provides two wheel drive access to most parts of the

property from this main road.

S\l>plies may be obtained from the village of Horsefly or the town of Williams

Lake. Air and rail transportation are available at Williams Lake.

The property is within the Quesnel Highland area on the west side of the Cariboo

Mountain Range. The claims lie along the MacKay Creek valley (elevation 1,030

meters) through Archie Pass (elevation 1,091 meters) to Horsefly Lake (elevation

784 meters). Topography is moderately steep, local relief may be abrupt.

Pleistocene glaciation has resulted in rounded tops on most hills and localized

deposits of thick glacial cover. Glacial direction is from the southeast to the

northwest, parallel to the MacKay River valley (G.S.C. Map 1253A). Locally this

direction is open to question.

Much of the claims area has been logged off. Good stands of balsam, spruce and fir

with thick underbrush cover those areas not yet logged.

I r I-
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CLAIMS
(Figure 4)

The property, consisting of nine claims totalling 171 units (Modified Grid System) is

situated in the Cariboo Mining Division and covers approximately 4,275 hectares

(lO,550 acres). The claims were staked in early 1987. Assessment work has been

completed on the property and recorded. Some legal corner posts and claim lines

were observed in the field by the writer; the claims appear to be staked in

accordance with Provincial regulations. Title records were examined at the

Vancouver recording office. A summary of the claims data is as follows:

No. of Record Date Registered
Claim Units Number Recorded Owner

FORKS 1 20 8302 March 19, 1987 D.A. Howard
FORKS 2 20 8303 March 19, 1987 D.A. Howard
FORKS 3 20 8304 March 19, 1987 D.A. Howard
FORKS 4 20 8305 March 19, 1987 D.A. Howard
AR 1 18 8356 April 16, 1987 D.A. Howard
AR 2 18 8357 April 16, 1987 D.A. Howard
TEP 1 20 8355 April 16, 1987 C.E. Gunn
TEP 2 20 8354 April 16, 1987 C.E. Gunn
TEP 3 15 8353 April 16, 1987 C.E. Gunn

TOTAL 171

msroRY

Early work in the MacKay River Valley area dates from 1901 when prospectors

panned the creeks for gold. Small operations evaluating the pyrite bearing quartz

veins and the gravels on Fraser and Eureka Creek were started in 1902 but

discontinued in 1903. Later work in the early 1930's reported placer gold at and

below the Forks of the Horsefly River and in the MacKay River - Horsefly River

area.

Exploration for copper min~ralization in this vicinity was conducted from the mid­

1960's to mid - 1970's by such companies as Amax, Union Miniere, Rio Tinto and

Helicon Explorations.

l.
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The Alpha and Kay claims were staked by C.E. Gunn in 1978 and 1979 on the north

side of upper MacKay River valley and on Frasergold Creek. In the fall of 1979

these claims were optioned to Keron Holdings Ltd. who acquired additional claims,

conducted soil and rock chip sampling and geological surveys up to 1982 when the

claims were transferred to Eureka Resources, Inc. Amoco Canada Petroleum Co.

Ltd. optioned the property from Eureka in 1983. Work by Amoco consisted of

2,874.7 meters of NQ diamond drilling (9 holes), grid preparation, soil sampling,

magnetometer and electromagnetic surveys. The results of this work to 1984

indica ted potential for 3 types of economic deposit: 1) small high-grade types of

deposit over widths of 1.5 meters grading 0.2 to 1.50 oz/t gold; 2) medium sized

reserves over widths of 3-10 meters grading 0.07 to 0.20 oz/t gold; and 3) large

volumes of reserves over widths of 6 - 20 meters grading 0.02 to 0.07 oz/t gold

(Eureka Resources, Inc., Annual Report, 1984). Eureka indicated that 1.6

kilometers of strike length of the anomalous zone had been drill tested; the length

of the zone is in excess of 4 kilometers. In April, 1985 Eureka Resources, Inc.

negotia ted an agreement with Amoco Canada to assume total equity interest in the

Frasergold property (GCNL, April 10, 1985). On March 30, 1987 Southlands Mining

Corporation of Vancouver entered into a joint venture agreement with Eureka

Resources, Inc. to earn a 5096 working interes t in the proper ty by funding a

minimum of $3 million in development of the property. Their news release

(Stockwatch, March 30, 1987) noted that:

"Frasergold is an extensive gold project located 100 km east of Williams
Lake in central British Columbia. Totalling 27 claims or approximately
8,000 acres, the property features an extensive favourable gold bearing
strata, indicated by geochemistry over a strike length of 12 km, and
identified in bedrock by drilling over a strike length of 4 km.

Intensive drilling completed in 1983, 1984 and 1986 over a strike length
of 1.5 km has identified the potential of large tonnage open pit reserves
of 20 million tons grading 0.06 ounces gold per ton. Also identified is
the potential of higher grade underground reserves ranging 1.2 million
tons grading 0.40 ounces of gold per ton. Approximately $1.5 million
has been spent on the project to date."

The Armada claims adjoin the property on the northward on-strike extension of this

favourable gold bearing strata. Prior to acquisition by Armada, exploration on this

ground was in part conducted by Ripple Resources Ltd. (on Forks 3, 4). Their work

"
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included soil sampling "•••which showed several single-station low order anomalies

ranging up to 85 ppb•••" (Belik, 1983). One BQ drill hole was drilled on the north

limb of the Eureka Syncline on an 85 ppb gold soil anomaly. It encountered pyrite,

pyrrhotite and chalcopyrite in andesitic tuff. Further work was recommended to

explore the black phyllite unit but was not carried out (Belik, 1983). In 1982,

Dennison Mines Ltd. held the ground presently covered by the area of the L.C.P. of

Forks 1, 2, 3 and 4. They conducted a small (89 sample) geochemical soil survey in

an area where limonite and pyrrhotite occurred in volcanics. Their analyses were

for copper lead, zinc and silver but not for gold since they were looking for a

massive base metal sulphide deposit (Sketchley, 1982).

On the immediate southeast of Forks 4, the former LL No.1 claim of Valhalla

Minerals Inc. (now Mac 10 of Eureka Resources, Inc.) was the site of a 556 sample

geochemical soil survey which showed spot gold highs adjacent to the project area

(Dawson, 1984). This survey indicated "•••two parallel, northwest-trending zones

of weak to strongly anomalous gold values. The erratic and spotty nature of these

anomalous zones is inferred to be the results of local concentrations of heavy

overburden. Similar conditions were observed to give erratic anomalous results on

the adjacent Eureka-Frasergold property". The strongly anomalous category used

is 50 ppb gold, the same as is used on the Armada work and above that used by

Ripple Resources. In discussing the exploration potential of the property, Mr.

Dawson records that "one of the anomalous zones •••• is on strike with a known

mineralized zone on Etlreka Resources' ground to the southeast. These anomalous

gold values could represent significant gold mineralization in the underlying

bedrock, however additional exploration work will be necessary to test this

potential" (Dawson, J.M., 1984). From these results it can be shown that the

geochemical expression of the Unit 4 black phyllite extends from the area of the

main Frasergold workings (recent underground sampling) through to and across the

Forks 4 claim o.f Armada Gold and Minerals Ltd.

\;'J\ '
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REGIONAL GEOLOGY
(Figure 5, 6, 7)

Groupings of tectonic elements for the Canadian Cordillera have been proposed by

Wheeler et. ale (1972). These elements are outlined in Figure 5. The Armada claim

group lies within the Quesnel Trough adjacent to the more easterly Omineca

Crystalline Belt (Omineca Geanticline).

Geological compilation of the Quesnel Lake (93A) Map Sheet was done by Campbell

(1978) and summarized in Figure 6. Highly deformed and amphibolite facies rocks

of the Kaza Group (Unit 1 in Figure 6) lie to the east of the Pennsylvanian and/or

Permian rocks of the Slide Mountain Group (Unit 3). These units form par t of the

Omineca Crystalline Belt in the claims area. To the west lies the Quesnel Trough

which at its base has an Upper Triassic phyllitic unit (Unit 6) overlain by Upper

Triassic greenstone, augite porphyry breccia, tuff breccia with possible dykes and

sills (Unit 8). These latter units are considered to be part of the Takla Group.

Intrusive activity has been dated from Upper Triassic (Unit 7) to Cretaceous (Unit

10) to Tertiary (Unit 11).

The gold-bearing occurrences hosted by rocks within the Quesnel Trough are

outlined in Figure 7. This map also indicates the relative position of the claims

with respect to the stratabound gold bearing unit. A brief description of the gold

occurrences was repor ted by Saleken and Simpson, 1984 in their geological

overview of the Cariboo - Quesnel Gold Belt and is reproduced below:

"In 1964, the Cariboo-Bell deposit was discovered 9 km southwest of
Likely. Current drill-indicated mineable reserves are 117-million tons
grading 0.3196 Cu and 0.012 oz/ton Au (including a higher grade zone
totalling 30-million tons grading 0.3896 Cu and 0.018 oz/ton Au).
Mineralization is mainly confined to high level, intrusive breccia zones
within an alkalic laccolith of early Jurassic age emplaced at the site of
an Upper Triassic eruptive center.
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During the early 1970's most of the known Jurassic alkalic plutons in
the Likely-Horsefly area were staked and explored for similar copper­
gold mineralization. Though most were found to contain some
auriferous chalcopyrite mineralization in stockwork or disseminated
deposi ts, none proved to be significant in size or grade. It was during
the investigation of one of these comagmatic stocks that the QR
deposit was discovered in the late 1970's. Gold mineralization was
found associated with a pyrite-epidote zone in basaltic breccia flanking
a zoned alkalic stock. The mineralized horizon occurs immediately
below a sedimentary contact and above a strongly carbonatized zone
(Fox 1983). Drill-indicated reserves have been reported as 950,000 tons
grading 0.21 oz/ton Au (CMH 1982-83).

During the renewed exploration activity in the 1980s other, seemingly
stratabound, gold occurrences have been discovered in the eastern
Quesnel Trough. Near Frasergold Creek, Eureka Resources has
reported drill indicated reserves of II-million tons grading between
0.04 and 0.05 oz/ton Au (NAGMIN January 15, 1984). Here, gold-pyrite
mineralization occurs along an iron-carbonate rich horizon within the
Upper Triassic argillite sequence which has been highly deformed and
metamorphosed to phyllite (Belik, 1982). The Jamboree property,
northwest of Crooked Lake, hosts astratabound, anomalous gold
horizon in tuffaceous phyllite immediately above a contact with the
augite porphyry breccia unit."

GEOLOGICAL CONCEPT FOR THE STRATABOUND SEDIMENT HOSTED

GOLD MINERALIZATION

(Figures 8a, 8b, 9, 10)

Saleken and Simpson (1984), in reviewing the gold occurrences of the Quesnel

Trough, characterize the Eureka Resources / Southlands Mining Corporation

Frasergold deposit as a stratabound gold deposit. Figure 8a illustrates the relative

stratigraphic position while Figure 8b illustrates the relative position within the

Eureka syncline of the stratabound gold horizon (Frasergold) on the western slope

of the MacKay River valley (the cross-section line is indicated in Figure 7).

The orientation of the stratigraphic gold-bearing horizon as noted for the

Frasergold deposit is illustrated in Figure 9. This figure, reproduced from the 1986

Annual Report of Eureka Resources, Inc., indicates that the strike length of the

gold-bear ing horizon between Frasergold Creek and Hawkley Creek is 9 kms (5.6

miles) and open to the northwest. The Mac 10 claim, which lies to the northwest

corner of the Eureka Resources group, contains anomalous gold geochemistry which

infers that this gold-bearing horizon continues to the Armada claim boundary.
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The geological continuity to the northwest along MacKay River to Horsefly Lake is

confirmed by the mapping of Bloodgood (1987) who correlated the stratigraphy of

the eastern limb of the Eureka syncline from Frasergold Creek to Horsefly Lake

(Figure 10).

LOCAL GEOLOGY

A. Structure and Stratigraphy (Figure 11)

The Triassic black phyllites, which have been assigned to the Quesnel River Group,

occur in a linear belt adjacent to the Omineca Belt - Intermontane Belt boundary

and structurally overlie Mississippian to Permian metavolcanic rocks (Crooked

Amphibolite) to the north. The phyllites are in turn structurally overlain by

metabasalts, tuffs and volcanic breccias of the Takla Group (Late Triassic to Early

Jurassic?). These rock units have all been deformed into a regional northwest

trending synformal structure known as the Eureka Peak Syncline (Bloodgood, 1987,

p. 135-139). These rocks have been regionally metamorphosed to the lower

greenschist facies.

The Armada claims cover a segment of the northeast limb of the Eureka Peak

syncline. Bedding attitudes as mapped by Howard are variable along strike and

range from 300 to vertical; strike direction is near 1300 (.:t,100 ). Most of the

Horsefly Lake section dips steeply (75-800 ) northeast suggesting a degree of

overturning. The black phyllite units appear to exhibit intense isoclinal folding; the

critical unit (Unit 4, knot ted phyllite), however, is a good marker horizon.

Bloodgood (1987) outlined seven specific stratigraphic units 0 f the unnamed black

phyllite formation as shown on Figure 10 and on the stratigraphic columns on

Figure 11. The location of these stratigraphic columns is indicated on the

geological map (Figure 10); the Archie Creek section occurs on Tep 1 claim. The

units from base to top are TRa l (Unit 1) micaceous quartzite, TRa2 (Unit 2)

micaceous black phyllite and tuffs, TRa 3 (Unit 3) phyllitic siltstone, TRa4 (Unit 4)

laminated phyllite and porphyroblastic phyllite, TRa5 (Unit 5) silty slates and TRa6

(Unit 6) graphitic black phyllites with interbedded quar tz sandstone and limestone

(Bloodgood, 1987).
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The following description of the various units in the unnamed black phyllite

package are from Howard's report and based on his observations unless otherwise

shown.

"Unit 1 (TRaI)

The basal unit as defined by Bloodgood (l987) is, in Howard's opinion, not exposed
on the claims. Howard's mapping has suggested that the outcrop along a logging
road near the northeast end of Horsefly Lake (Figure 15) is part of the Snowshoe
Group. This is based on the higher grade of metamorphism observed. Bloodgood
(1987) described Unit 1 as "Buff to rust weathering, pale recrystallized quartz
sandstone dominates the unit. Locally the sandstones are dark grey to green in
colour. Compositional layering is outlined by alternating quartz rich and mica rich
bands. Placer alignment of muscovite defines the schistosity strongly developed
parallel to bedding."

Unit 2 (TRa2)

Unit 2 rocks are well exposed along the MacKay River where it passes through
Forks 4 (Figure 14). At this location Unit 2 consists of dark grey to silver grey,
very fine grained, very siliceous, tightly foliated, locally pyritic and/or graphitic,
moderate to high sheen phyllite. Locally the phyllite is poorly laminated, but in
general it is impossible to define bedding because of the well developed
cleavage/fo liation.

Unit 3 (TRa 3)

Unit 3 is well exposed along the logging road above Horsefly Lake (TEP 1) and
partially exposed in the lower part of No. 1 creek (Forks 4). The lower contact of
Unit 3 is not exposed at either of the locations, but it is assumed that the
stratigraphically lowest exposure on the Horsefly Lake section is fairly near the
base of the unit. Unit 3 on~ the Horsefly Lake road consists mainly of medium dull
gray, very fine grained, locally well laminated, moderately folia ted carbonaceous
calcareous phylli te containing narrow sections of very siliceous high sheen phyllite.
The top of Unit 3 (Horsefly Lake section) is marked by a narrow (3-.5 metres) black,
very carbonaceous calcareous silty phyllite. In contrast to the Unit 3 in the
Horsefly Lake section, Unit 3 at the No. 1 creek location is very siliceous (no
carbonate) much more pyritic including bedded pyrite (l mm beds of very fine
grained pyrite) and contains several 1-3 metre beds of white quartzite (almost
vein-like except they are conformable to bedding) containing thin bands of very
fine grained sericite phyllite. The quartzite-sericite phyllite bands (beds)
commonly contain 1-3 percent finely disseminated pyrite and traces of
chalcopyrite. A gold assay run on the above material was negative.

The top of Unit 3 at the No. 1 creek location is marked by a thin unit (5-8 metres)
of dark grey, very fine grained, silty, slightly carbonaceous, siliceous, well foliated,
high sheen phyllite. Bedding is defined by hairline, highly contorted, white silty
beds.
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Unit 4 (TRa4>

Unit 4 consists of medium grey to silver grey, very fine grained, well laminated,
well folia ted, tightly folded, siliceous, locally pyritic porphyroblastic (knot ted)
phyllite. This unit locally contains narrow (1-2 metres) highly contorted, bedded,
very fine grained grey limestone beds in the lower part of the unit. Highly
deformed (boudinage) quartz veins and/or meta-quartzite beds are common
throughout the knotted phyllite unit. The knotted characteristic of Unit 4 makes it
one of the most easily identified rock unit in the area. Its appearance is the same
at all Unit 4 exposures on the Armada property as well as on the adjoining Eureka
Resources Inc./ Southlands Mining Corp. property, which has a published reserve of
20 million tons at a grade of 0.05 to 0.08 ounces gold per ton (George Cross
Newsletter, No. 240, December 15, 1987). The Eureka/Southlands deposit is hosted
in a quartz-rich horizon within Unit 4. The porphyroblasts appear to be composed
of cordierite(?) locally weathered to iron oxides.

Unit 5 (TRa5>

Unit 5 appears to be a very thick unit consisting of medium to dark grey to blue
black, very fine grained, siliceous, well foliated locally very graphitic and/or
pyritic, locally very well laminated (alternating light coloured, narrow (1-2mm)
silty beds and dark phyllite), moderately high sheen phyllite. The unit contains a
number of sections of interbedded grey micaceous siltstone. Smeared pyrite is
locally common on foliation surfaces. Unit 5 commonly breaks out at the outcrop
in elongate rod shaped fragments (pencil rock). This is caused by the intense, very
tight folding of the foliation in a si.ngle direction.

Unit 6 (TRa6>

Unit 6 is very poorly exposed on the Horsefly Lake section therefore the following
definition is questionable. Where exposed, Unit 6 consists of medium grey to black,
very fine grained, siliceous, blocky, poorly foliated rusty weathering phyllite. The
Horsefly Lake section contains mainly grey to pale grey, very fine grained siliceous
tuffs which may be part of the overlying unit. No attempt was made to map the
Unit 6 exposed on the Forks claims because it did not appear to host any
mineralization. The contacts and attitudes of Unit 6 shown on the Forks claims
section of Figure 14 are from mapping by Mary Ann Bloodgood, (1987).

Unit 7 (Bloodgood, 1987) ••• was only mapped on the Horsefly Lake section. At the
location (south of TEP 2) the unit consists of mainly grey to pale green, very fine
grained siliceous tuffs interbedded with minor dull, dark grey, very fine grained
siliceous, blocky meta-siltstones and/or slates. At this same location there are a
number of variable width dykes or small stock-like intrusions of dark grey to
greenish grey, fine grained, inequigranular, hornblende/augite locally porphyritic
diorite. The diorite commonly contains medium grained disseminated, slightly
magnetic pyrrhotite.

The possibility of more intrusive activity in the area is suggested from a strong
magnetic deflection of the compass in the vicinity of the Legal Corner Post at TEP
I and 2, although no igneous rock was observed in the immediate area."
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Geological mapping by Armada (Howard, D.A., 1988) confirmed the existence of

the Unit 4 black phyllite on claims Forks 4 and Tep 1 as shown of Figures 14 and

15. The intervening ground on Forks 1, AR 1-2 and Tep 2,3 is overburden-covered

but both Howard and Bloodgood have projected the extension of Unit 4 through the

property (D.A. Howard, 1988).

Two traverses were made across the stratigraphic section by the writer during the

course of the examination. A complete section is exposed on TEP No. 1 claim in a

fresh road cut along the south side of Horsefly Lake. At this location

approximately 425 meters of Unit 4 is exposed. A second traverse was made on

Forks 3 and 4 along the MacKay River, however, large portions of the section were

obscured by overburden. Despite the limited exposure, two outcrops of Unit 4 were

observed. The Frasergold showing of Eureka Resources was also visited at this

time. From the results of geological mapping by Bloodgood (1987), the rocks in the

Frasergold drill area have been correlated to Unit 4 of the black phyllites.

B. Mineralization

Exploration and sampling by Amoco, Eureka and others has shown that gold

mineralization is found within a knotted phyllite facies (Unit 4) of the Upper

Triassic Black Phyllite. The knots consist of limonitic, fine grained carbonate

(ankerite or siderite). Gold occurs within both the phyllite and the associated

quartz sweats. On the Ffasergold property the mineralized phyllites contain no

visible sulphide and are indistinguishable from unmineralized phyllite within the

same general area. The lenses, pods and irregular veins of quartz "sweats" within

the phyllite which are mineralized with anomalous values of gold are also

indistinguishable from the unmineralized quartz (G.D. Belik, 1982).

On the Frasergold property, initial drilling of the phyllites in 1983 gave assays up

to 0.477 oz/t gold over 1.5 meters and an average of 0.18 oz/t gold over 4.5

meters. Visible gold was identified in several intervals in the core.



- 25 -

By July, 1985 the result of continued drilling and trenching of the phyllite was the

calculation by Eureka of a preliminary gold mineral inventory (G. Cross,

Newsletter, July 15, 1985). "Based on various cut-off levels of gold, to depths of

150 - 180 meters, Eureka has calculated:

Grade Cut-off Grade Width in
Volume Gold Gold Section

15,000,000 tons 0.045 oz/t 0.015 oz/t 25-30 m
4,000,000 tons 0.10 oz/t 0.05 oz/t 3.7 m
2,000,000 tons 0.15 oz/t 0.09 oz/t 3.5 m"

Later drilling with a reverse circulation drill returne~ gold values nearly double

those from the diamond drill core. Further evaluation of the role of large diameter

dr illing was noted by Eureka in 1987, when it was repor ted that the larger volume

samples from reverse circulation and HQ size core yielded significantly higher

grades. "Grades up to 0.5 oz/t gold over 2 to 3 meters width can now be expected

where previous drilling indicated grades in the order of 0.2 to 0.3 oz/ton gold.

Al ternatively, wider zones of 30 meter widths with grades in the range of 0.06 to

0.10 oz/ton gold may be outlined for open pit potential." (G. Cross, Newsletter,

February 5, 1987). Work by Eureka and others has clearly indicated the presence of

bedrock mineralization over a length of 4 kilometers. The gold enriched horizon is

believed to extend along a strike length of 10 kilometers within the Frasergold

property (Figure 9). (G. Cross, Newsletter, February 5, 1987). Geochemical soil

sampling has shown a continuous gold anomaly up to the border of the Armada

property.

c. Sampling (Figures 12, 13, 14, 15)

A program of grid preparation, reconnaissance geological mapping and geochemical

sampling was conducted by Armada during the 1987 field season. 29.5 kilometers

of line were cut on two grids and totals of 935 soils and 33 stream sediments and

numerous rock samples were collected for analysis. Results of this work confirmed

the northwestward extension of the favourable knotted phyllite (Unit 4) through the

property and indicated numerous spotty areas of anomalous soil gold values on

Forks 4 (Figure 13). Analytical results contained maximum values to 1,100 ppb Au

in soils and 2,820 ppb Au in stream sediments. Compilation of this data is shown on

Figures 13-15. The calculated statistical treatment of the soil results were of

/1 r. f".l \'
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little use in defining practical anomalous values when dealing with particulate gold.

Calculated values (ppb) for soils (N=935) returned a mean of 14.079, a standard

deviation of 63.336 and an anomalous value (mean plus 2 standard deviations) of

140.751. In examining the soil geochemical map (Figure 13) for the Forks 4 area it

is obvious that the background value for the grid area is between 1 and 10 ppb and

any value over 50 ppb gold is very anomalous. The level of 50 ppb gold for a

"definitely anomalous" category is the same as that used by Valhalla Minerals Inc.

(Dawson, 1984) The "definitely anomalous" category used by Ripple Resources Ltd.

was 31 ppb gold (Belik, 1983).

The first silt samples collected by Howard were sieved to -20 mesh and the

resultant fraction pulverized prior to analysis. This method was adapted because

of the presence of free gold coarser than -80 mesh, however, later check sampling

using the -80 mesh fraction showed that this resulted in considerable dilution. Only

samples 6, 7 and 8 (Figure 14) were check sampled as shown on the following table.

A Comparison Between Stream Silt Samples Analyzed

for Gold Using -80 mesh and Pulverized -20 mesh Material

Sample No.

6
7
8

-20 mesh (pulverized)

23ppb
1

102

-80 mesh (sieved only)

2470ppb
98

2820

Analytical results from the northern grid (Tep 1) showed no sediment or soil

anomalies; this may be due in par t to thick overburden cover in this area of the

property (Figure 15). The result from a grab sample collected by Mr. D.A. Howard,

P.Eng. of Unit 4 phyllite, where it is exposed along the road by Horsefly Lake on

/1 TEP No.1, returned a value of 0.065 oz/t gold. This sample was taken over a

25 cm width from a partially exposed boudinaged quartz vein.

Sampling by the writer during the course of the examination consisted of 5 stream

sediment samples, 4 rock samples and 9 soil samples. No anomalous rock results

were obtained; 4 soil samples were over 20 ppb of which 1 was anomalous (over

50 ppb).
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I

Dark aray to areenlsh sr.y, line' sralned, Ineqolar....1ar

hornblende/qlte, loc.lly porphyritic diorite. Cornmonly

contains disseminated medium Ir.lned pyrrhotite.

~I RIver Croup

T1Ut (Tuff, Met.-slltstone, Slates)

Gray to p.le sreen very fine Irllned siliceous tuffs

Interbedded with dull d.rk Iray very fine Iralned siliceous

blocky metl-sllutone and/or slltes.

Tb (BI.ck PhyIUles)

T~ Medium ar.y to blade, very fine srllned, siliceous,

blod<y, poorly foUl ted, Nlly weatherlnl phylllte.

Horsefly Like seclion m.lnly Ir.y to p.le areen very

line aralned siliceous tuffs..

Taa, Medium to d.rk IrlY 10 blue bilek, siliceous, very line

Ir.lned, locilly very sr.phltlc .nd/or pyritic, locally

very _1I1.mlnlted <lllernlllnl lIaht narrow 0-2 mm)

sllty beds Ind dirk phyllite>. local.ly very t1ahlly

foUlled phylUle with locilly Interbedded arlY

miclceous sllUlone.

Taa, Medium sray to sliver arlY, hlSh sheen, 'very fine

Irllned, well Ilmlnated, tllhtly folded and foliated,

loc.lly pyrllic, siliceous, porphyroblastic (knotted

phyl II Ie. Abutldant quertz vclnlnl (houdini) locally.

ContiIns a few narrow (I melre) well bedded, very

fine Iralned, tlShlly folded, Ir.y Umeslone beds ne.r

the base to middle part of the unit.

Taa) Medium sr.y, clIlI, very line Ir.lned, locilly

laminated, moderately follaled, c.rbonaCICous,

c.lcareous phylUte. Locally siliceous and very

mlc.ceous In ,""per pert of section. Top of unit

defined by a black, very carbonaceous, calcareous low

sheen phyllite. 6eddlnl defined by .lIlnment of pyrite

blebs .nd/or thin silty layen. Top pordon of unit

loc.lly vcry pyritic.

Taa2 Dirk Iray to sliver ar.y, moder.te to hilh sheen, very

fine Ir.lned, siliceous, locclly pyritic, locally poorly

Ilmlnlted, well developed cleanse (follitlon), locally

ar.phltlc phylllie. &eddlnl clUlcult to define.

Taal L1Sht tan to rust colour weatherlns, fine to medium

Ir.lned, banded, locally folded muscovite • eau-ta

schist or mlClc.ous quartzll.. Bandlna defined by

varyIns muscovite content In the various bands.

MISSISSIPPIAN - EARLY PERMIAN (1)

PI:::a (Crooked AtnphlboUte)

p.le arccn to IrlY areen, very fine to line Iralned,

banded, IIShtly folded b1otlte<hlorlte~erta schist.

&lndlnl conslsls of 2 mm to 10 mm quartzite or

quartz/ carbonlle bands .Iternatlns with variable

width schist layers.

HADRYNIAN AND YOUNGER

SN (1) (Snowst- Group)

L1Sht aray to tan, rine to coarse Iralned, well foUated,

q.... tz.mu.covll. (blotlt.) .chltt COIIl&Inina lIat,*,ed

alrllets..

SYMBOU

- Conllct (Observed, Inferred)

- Faull

- Thrust F.ult

6eddlnl

Foliltlon

Silt Sample Loc.tlon
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Because of the extensive overburden cover and its variable thickness and

composition, the results of geochemical soil sampling should be subjected to close

scrutiny. The effectiveness of this method in areas of deep overburden is limited.

EXPLORATION POTENTIAL

The property is located along the northwest on-strike extension of the Upper

Triassic Unit 4 black phyllite which hosts stratabound gold mineralization on the

adjoining Eureka Resources, Inc. claims. Exploration work by Eureka Resources

has traced the gold bearing horizon to the limit of the Armada property.

Geological mapping and sampling by Armada and mapping by the B.C. Depar tment

of Mines has confirmed that this same stratigraphy underlies the claims and

outcrops on a road cut on the south side of Horsefly Lake on claim TEP No.1. A

grab sample of Unit 4 phyllite taken this year from a freshly exposed outcrop

returned an assay of 0.065 oz/t gold. This sample, plus gold soil anomalies along

the trace of Unit 4 on Forks 4, indicate the projected continuity of gold

mineralization through the Armada property.

Exploration on the adjoining Eureka Resources, Inc. property between 1983 and

1987 has demonstrated the presence of bedrock gold mineralization of potentially

economic widths over a strike length of 4 kilometers. In 1985 the resul ts of their

larger diameter drill program were reported. "••• Underground work is expected

to indicate 2,000,000 to 4,000,000 tons grading 0.20 to 0.30 oz/ton gold over a

three to four meter width. Open pit reserve expectations have been revised to a

potential of 15 to 20 million tons grading 0.07 to 0.08 oz/ton gold over 25 to 30

meter widths." (G. Cross, Newslet ter, November 27, 1986).

An excellent potential exists to locate significant stratabound gold mineralization

on the 171 claim unit property of Armada Gold and Minerals Ltd. within the

underlying favourable stratigraphy. Further exploration is warranted to locate and

develop a stratabound gold reserve similar to that presently being explored on the

adjoining property of Eureka Resources, Inc.

{
I
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RECOMMENDATIONS

A two stage, success-contingent program is recommended to explore the Armada

Gold and Minerals Ltd. property for stratabound gold mineralization. This program

should evaluate the extension of the favourable Unit 4 phyllite with a view to

locating concentrations of gold mineralization similar to what is presently being

explored on the adjoining Eureka Resources property.

The first phase of the program recommended is to consist of geological mapping,

prospecting, geochemical orientation and sampling and backhoe trenching. Because

of locally thick overburden cover, the use of soil geochemistry may be restricted;

for this reason wide-spaced reconnaissance lines rather than close-spaced lines

should be run over the area of the projected Unit 4 horizon. Consideration should

be given to collecting soil profiles at site of known anomalies prior to conducting

extensive soil sampling.

Localized follow-up sampling should be conducted in areas of the existing

anomalies on the Forks 4 claim to more closely define trenching targets.

Anomalous reconnaissance soil sites should be defined by closer-spaced soil

sampling to be followed by backhoe trenching and rock sampling.

The second phase of the recommended program would be contingent upon the

success in Phase I in locating a target which would warrant further exploration.

This phase would consist of further backhoe trenching and reverse circulation or

diamond drilling.
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Phase I

A. Orthophoto Base Map preparation at a scale of 1:5000 or better.

B. Grid prepara tion: The existing grids should be extended to cover the entire

property on a wide reconnaissance spacing. Allow 50 kilometers.

C. Geochemical Surveys: The entire grid should be soil sampled and areas of

excessive overburden depth noted. Anomalous sites should be defined prior to

trenching by closer-spaced sampling. Sediment samples should be collected

from all drainages. Chip samples should be collected from all outcrops, with

emphasis on freshly exposed outcrops along road cuts.

D. Geological Mapping: Reconnaissance mapping should be conducted using the

orthophoto base and the grid lines for control.

E. Prospecting: The entire property should be prospected with special attention

paid to geochemically anomalous areas.

F. Follow-up: Anomalies located on Forks 4 claim during the initial explora tion

stage should be further defined by closer-spaced sampling prior to backhoe

trenching and rock sampling.

G. Backhoe Trenching: Areas of geochemically anomalous sites should be

trenched and the bedrock channel sampled.

Phase n

Contingent upon the success of Phase I in locating areas of anomalous gold

mineralization, a program of follow-up trenching, sampling and drilling is

recommended.

Respectfully submitted,

Sanguinetti Engineering Ltd.

March 25, 1988
Vancouver, B.C.

Per: M.H. Sanguinetti, P. Eng.
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ESTIMATED COST OF RECOMMENDED EXPLORATION PROGRAM

Phase I

Program: Orthophoto Map preparation
Grid preparation (50 kilometers)
Geochemical sampling (2,500 samples)
Prospecting
Geological mapping
Backhoe trenching (Cat 225 or equivalent)

Estimated Field Duration: allow 2t months

Estimated Cost:
Grid preparation, 50 km @ $500/km
Orthophoto Map preparation
Geochemical sampling
Assays: 200 for Au, Ag @ $15.00
Analyses: 2,500 for Au @ $5.00
Professional services, consulting, supervision

25 days @ $400/day
Geological mapping
Prospecting
Travel, food
Field supplies
Backhoe trenching, 100 hrs at $150/hr
Data compilation and report
Miscellaneous expenses

Total Phase I

Phase II

$ 25,000
7,000
4,000
3,000

12,500

10,000
6,000
5,000
5,000
2,000

15,000
4,000
1,500

$ 100,000

Contingent upon the success of Phase I in locating areas of anomalous gold
mineralization, the following program is recommended:

Program: Backhoe trenching (Cat 225 or equivalent)
Diamond drilling (allow 1,000 m NQ)

Estimated Field Duration: allow 2 months

Estimated Costs:
Assays: 500 @ $15.00
Analyses: 1000 for Au @ $5.00
Professional services, consulting, supervision

25 days @ $400/day

$ 7,500
5,000

10,000
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Backhoe trenching, 100 hrs at $150/hr $ 15,000
Geological mapping, logging 7,000
Travel, food 5,000
Field supplies 3,500
Diamond drilling (allow 1,000 m NQ)

1,000 m at $90/m including mob and demob,
camp and consu mables 90,000

Data compilation and report 4,000
Miscellaneous expenses 3,000

Total Phase D $ 150,000

I
TOTAL PHASES I AND II $ 2'0,000
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APPENDIX "B"

SANGUINETTI ENGINEERING LTD.

422 - 470 GRANVILLE STREET
VANCOUVER, B.C. V6C 1V5
TELEPHONE: (604) 662-3161

WRITER'S CERTIFICATE

I, Michael H. Sanguinetti of Vancouver, British Columbia hereby certify that:

1. I am a geologist residing at 2208 West 35th Avenue, and employed by
Sanguinetti Engineering Ltd. of 11422 - 470 Granville Street, Vancouver,
British Columbia.

2. I am a graduate of the University of British Columbia, B.Sc., in 1965, and
have practiced my profession since that time.

3. I am a member of the Association of Professional Engineers of the Province
of British Columbia.

4. I am the author of this report which is based on a study of private and public
reports and on a personal examination of the Forks, TEP and AR claim groups
on October 13, and 14, 1987 in the company of Mr. D.A. Howard, P.Eng.

5. I own no direct or indirect interest in the above property, or in the shares or
securities of Armada Gold and Minerals Ltd. nor do I expect to receive any
such interest.

r-­
r

6.

March 25, 1988
Vancouver, B.C.

SANGUINETTI ENGINEERING LTD.
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ARMADA GOLD AND HI
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AUGW9OIoo
Chief Executive Officer
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VICTOR FREDERIC ERICKSON

DONALD RATHBORNE
Chief Financial Officer
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DATED at Vancouver, British Columbia, the 19th day of
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