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OTouche Ross 

n Resources Ltd .  
F i n a n c i a l  S t a t e m e n t s  

f i g u r e s  have been a d j u s t e d  t o  a g r e e  wi th  t h e  c u r r e n t  y e a r ' s  

Cont inuing  o p e r a t  

These f i n a n c i a l  s ta  t s  have been prepared  i n  accordance  w i t h  g e n e r a l l y  
a c c e p t e d  a c c o u n t i n g  pr  a p p l i c a b l e  to a going concern which assume t h a t  
t h e  Company w i l l  r e a l i  ssets and d i s c h a r g e  i t s  l i a b i l i t i e s  i n  t h e  normal 
c o u r s e  of b u s i n e s s .  Rea on v a l u e s  may be s u b s t a n t i a l l y  d i f f e r e n t  from t h e  
c a r r y i n g  v a l u e s  a s  shown f i n a n c i a l  s t a t e m e n t s  should  t h e  Company be 
unable  to c o n t i n u e  as a go 

Subsequent e v e n t s  

Subsequent  t o  J a n u a r y  31, 1989, t h  i o n s  to  d i r e c t o r s  
to purchase  150,000 s h a r e s  a t  $0.46 p e, e x p i r i n g  May 9, 1994. 
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INTRODUCTION 

This report was commissioned by Adrian Resources Ltd. and is based on the available 
published information together with historical material in the assessment files. The author visited 
the SKI property on August 13, 1989, and has an extensive knowledge of the Eskay Creek property 
as well as the entire Unuk River area. 

The report summarizes the geology of the area and presents an evaluation of the property’s 
potential for hosting economic precious metal deposits. Recommendations are made for a systematic 
exploration program designed to further evaluate the property. 

’ 

Location and Access 

The SKI property is located in northwestern British Columbia, approximately 100 kilometres 
northwest of Stewart (Figure 1). The claims are situated within NTS map-sheet 104B/9W and centred 
about 5637’ North latitude and 130°29’ West longitude. Access to the property is by helicopter from 
Stewart direct to the property or by float- or ski-equipped aircraft to Tom Mackay Lake (Figure 1). 
The Bronson Creek Airstrip (40 kilometres west) and the Bell-Irving Crossing on the Stewart-Cassiar 
Highway (25 kilometres east) can be utilized for the transhipment of equipment and supplies. A short 
airstrip, 10 kilometres south of the property, requires improvement before use by Otter or Beaver 
aircraft. 

The SKI property comprises 3 mineral claims (60 units) located within the Skeena Mining 
Division. The claims are shown on Figure 2 and are more fully described below: 

Claim Name Record No, - Units Recording Date ExDirv Date 
SKI 1 6681 20 May 18, 1988 May 18, 1989 
SKI 2 6682 20 May 18,1989 April 11,1990 
SKI 3 6683 20 May 18,1989 April 11,1990 

These claims are recorded in the name .of Ferdinand Schomig but have apparently been 
optioned to ARC Resources Group Ltd. 

The British Columbia Mineral Tenure Act requires an exploration expenditure of $100.00 per 
unit per annum during the first three years and $200.00 per unit per annum thereafter. 

Keewatin Engineering lnc 
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Complaints under Section 35 of the Mineral Tenure Act (British Columbia) have been filed 
against the claims comprising the SKI property by Paul C. DuPras of Burnaby, B.C., alleging that the 
claims were located or recorded contrary to the Mineral Tenure Act. An inspection report dated June 
24,1989 and prepared pursuant to the Section 35 complaint has recommended the claims comprising 
the SKI property be cancelled. If the recommendation in the Inspection Report are accepted by the 
Chief Gold Commissioner for British Columbia, the claims comprising the SKI property will be 
came lle d . 

Most of the SKI property is situated on a plateau within the Coast Range phydogrrphic 
division and is characterized by glacially sculpted ridges of moderate relief. The Unuk River 
transects the SKI 3 claim and dissects the plateau from southwest to northeast. Locally, the terrain 
is rugged with cliffs up to 150 m in relief. Elevations throughout the property range from 900 m on 
the plateau in the centre of the SKI 2 claim to 500 m on the valley of the Unuk River. 

A transitional tree-line characterized by dense sub-alpine scrub meanders through the 
property at, approximately, the 900 m elevation. Conifers up to 15 m tall are abundant at the lower 
elevations. Water for camp and drilling generally in good supply from streams and small ponds. 

Precipitation is heavy, exceeding 100 cm per year; with mild, short summers but very wet 
spring and fall periods. Thick accumulations of snow are common during winter. It is seldom 
possible to begin surface geological work before July and difficult to continue past September. 

PREVIOUS WO RK 

The area drained by the upper reaches of the Stikine, Iskut, Unuk and Bell-Irving Rivers has 
been explored for gold since the late 1800’s when prospectors passed through the region on their way 
to the interior. The mineralization at Eskay Creek was discovered in 1932 and active prospecting h u  
continued sporadically since. Two adits are the result of limited mining activities. The most recent 
phase of work was a 6-hole drilling program carried out in 1988 by Calpine Resources Incorporated 
on the #21 Zone (Northern Miner, November 7, 1988). 

A review of the assessment files shows that most of the work in the area has been confined 
to the TOK/KAY property. In fact, the only work that has been recorded in the area presently 
covered by the SKI property is a minor amount of silt sampling done by Ryan Explorations in 1982. . 

Keewatin Engineering Inc 
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They collected revcral silt aampler off the TOK/KAY property bat none of these were M O ~ U  

in gold. or silver. 

In 1988, the Geological Survey of Canada released the results of a reconnaissance silt sediment 
and water survey which covered the SKI property. Three silt samples were collected from the area 
covered by the property. One of these (#871396 on Figure S), returned an anomalous antimony value 
(17.0 ppm). 

EGIONAL GEOLOGY 

The first geologic map which covered the property area was included in a report by Grove 
(1971) on the Stewart area. Grove (1986) also published an updated vetsion of this map for a report 
on the Stewart and Iskut River region. Numerous geologic maps have been incorporated in reports 
on the Eskay Creek property, located on immediately to the southwest. The most notable of these 
is a B.Sc. thesis prepared by Donnelly (1976) for Texasgulf Inc. Gunning (1986) completed a BSc. 
thesis that dealt with the geology of the Tom MacKay Lake area. 

The property lies within the Intermontane Tectono-Stratigraphic Belt - one of five parallel, 
northwest-southeast trending belts which comprise the Canadian Cordillera (Figure 3). The claims 
cover the contact between the Stikine Terrane, which makes up most of the western half of the 
Intermontane Belt, and the unmetamorphosed sediments of the Bowser Basin. 

During Late Triassic and Early Jurassic time, the Stikine Terrane was the site of very active 
calc-alkaline volcanism. This volcanism was also accompanied by granitic intrusions that may have 
been comagmatic with the volcanic events. The sequences of rocks deposited at this time are now 
referred to as the Takla Group and the Unuk River Formation (Figure 4). These volcanic sequences 
are characterized by basal pyroclastic flows that are overlain by tuffs and argillites and, finally, by 
coarse volcanic breccia and conglomerates with interbedded tuffs, greywacke and siltstone. At the 
end of Early Jurassic time, this volcano-plutonic complex was uplifted to form the Stikine Arch. 
During Middle to Late Jurassic time, the Bowser Basin was filled with the detritus shed off the 
uplifted Stikine Arch. The resulting, mainly sedimentary, sequences are now referred to as the 
Bowser Lake Group (Tipper and Richards, 1976). Grove (1986) refers to this sedimentary assemblage 
as the Nass Creek Formation, Salmon River Formation and the Betty Creek Formation. These 
formations are included with the Unuk River Formation to comprise the Hazelton Group (Figure 4). 

The structure of both the Takla Grup and the Hazelton Group is characterized by upright to 
overturned, northeast-southwest trending folds (Figure 5). 

Keewatin Engineering Inc 
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The orogenesis and intrusion of the Coast Plutonic Complex occurred from Middle Cretaceous 
to Early Tertiary time and produced a major structural grain in the Mesozoic rocks along the western 
margin of the Central Cordillera. Intrusive rocks are only rarely seen in the Tom MacKay Lake area 
as the Coast Plutonic Complex is located well to the west of the property. 

PROPERTYGEOLOGY 

Regional mapping by Grove (1986) indicates that the property is situated within an 
embayment on the western margin of the Bowser Basin (Figure 5). Sedimentary rocks belonging to 
the Salmon River Formation comprise the basinal rocks and are flanked to the south by the Lower 
Jurassic Unuk River Formation. 

The SKI claims covers a nose of the northeast plunging anticline which protrudes into the 
basin. The core of this fold comprises mainly volcanic rocks belonging to the Unuk River Formation. 
Donnelly (1976) describes the 1,000 m thick section on the adjacent Eskay Creek property pigure 
5) as composed primarily of intermediate to basic volcanic flows and tuffs. The section ranges from 
crystal tuffs at the base to greenstones and tuffaceous wackes in the middle and, finally, to rhyolite 
breccias and pillow lavas at the top. 

The volcanic sequence is unconformably overlain by the sediments of the Salmon River 
Formation. Gunning (1986) attributes these sediments to the Bowser Lake Group and subdivided 
them into a lower sandstone-conglomerate unit and an upper black shale unit. These sediments are 
shown by Grove (1986) to underlay the northern and eastern parts of the SKI property. 

It is conceivable that infolded islands of the Unuk River Formation could be present within 
the area mapped by Grove (1986) as underlain by the Salmon River Formation. 

The author’s one-day visit to the property confirms that the geology of the SKI property is, 
in essence, very similar to that shown on the geological map by Grove (1986). In particular, the 
contact between the Unuk River Formation and the sediments of the Salmon River Formation is in 
the position shown on Figure 5. 

ECONOMIC GEOLOGY 

No mineralized showings are known from the area covered by the SKI property. The most 
significant showings in the Tom Mackay Lake area are those at Eskay Creek. The Eskay Creek 

Keewatin Engineering 1nC 
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showings are hosted by Unuk River Formation volcanic flows and associated pyroclartic and 
sedimentary rocks that are overlain by basaltic pillow lavas and tuffaceous rock8 with rodimentuy 
interbeds. A number of mineralized zones containing appreciable precious metal values have been 
discovered on this property. These zones lie within a northeast-southwest trending siliceous shear 
zone up to 500 m wide and at least 3 km long. The most important zones are the #5, #21, #22, #28, 
#32, Emma and Red Bluff Zones. 

The X22 Zone has returned excellent gold and silver values from trench sampling with wmys 
up to 11.878 oz/ton gold and 215.74 oz/ton silver from selected samples. Two hieh grade shipmenta 
have been made from the property. The last of which, in 1979, was of 9.05 tons aasaying 4.208 

oz/ton gold and 84.90 oz/ton silver. 

The X21 Zone represents the zone with the most obvious potential. Drilling in 1985 by 
Kerrisdale Resources (Kuran, 1985) returned lengthy intersections, up to 123 feet, assaying in the 
0.04 oz/ton range with several ounces of silver. On November 1, 1988 Calpine Resource8 
fncorporated issued a new8 release announcing significant precious metal values from a 6-hale drill 
program on the #21 Zone. Key results from this program are excerpted below: 

Hole Ng 

CA88-3 

CA88-5 

CA88-6 

Intersection ft, Length ft, Au foz/t) 

238.8 - 301.1 21.3 0.200 FA 
Hole abandoned in mineralization at 305.1’. 

111.1 - 354.3 242.1 0.125 CA 
including 
112.2 - 122.0 9.8 0.314 FA 
189.3 - 218.8 29.5 0.22 AA 
251.6 - 304.1 52.5 0.267 CA 
including 
256.6 - 289.4 32.8 0.332 CA 
Hole abandoned in mineralization at 354.3’. 

294.6 - 391.1 96.5 0.730 CA 
including 
301.2 - 353.7 52.5 1.33 CA 
Hole abandoned in mineralization at 391.1’. 

A&zul 
0.22 FA 

0.71 AA 

0.95 CA 

1.18 CA 

1.12 CA 

1.99 CA 

A A  Atomic absorption analyses converted to ounce(s) per ton. 
FA: Fire assay reported in ounce(s) per ton. 
CA: Composite determination of atomic absorption and fire assay analyses reported in 

ounce(s) per ton. 

Drill holes CA88-3, -5, and -6, spaced at approximately 165 foot intervals, tested the 
northeast extension of the +21 Zone. 

Keewatin Engineering Inc 
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This mineralization is described as volcanogenic in origin and it is associated with 
disseminated sulphides in felsic volcanic breccia and graphitic argillites in contact with overlying 
intermediate volcanics. Previous workers, however, believe that the mineralization is controlled by 
northeast-south west trending faults or silicified shear zones. 

Several styles of mineralization are known throughout the Stikine-Sulphurets-Iskut River area. 
Grove (1986) describes and classifies many of these mineral deposits in the Stewart area. The age of 
mineralizing events is variable and, notably, can be Post Triassic (Figure 4). 

CONCLUSIO NS 

The property exhibits good potential for hosting gold deposits similar to those known 
elsewhere from the Stewart-Sulphurets-Iskut Camp. The central part of the property is underlain 
by the volcanic assemblage which hosts the mineralization known from the adjacent Eskay Creek 
showings. Based on this analogy, the central part of the property appears to demonstrate the best 
potential. 

The northern and eastern parts of the property, which are underlain by sediments belonging 
to the Salmon River Formation, also display some potential. The rationale for this supposition is 
precrented below: 

- Infolded 'islands" of prospective volcanic rocks may be present on the property but were 

not observed during Grove's (1986) reconnaissance mapping. It is also possible that, in 
places, the sediments comprise a thin veneer covering the most prospective volcanics. 

- If the mineralization is Post-Jurassic in age, the sediments of the Salmon River Formation 

could also represent prospective host rock. Grove (1986) has mapped a number of major 
faults which originate in the Lower Jurassic Unuk River Formation and continue 
northward into the sediments of the Salmon River Formation. These represent exploration 
targets worthy of exploration. The northeast continuation of the fault which appears to 
control the Eskay Creek mineralization is the most obvious target. 

The presence of an anomalous antimony (17.0 ppm) silt sample collected from a stream which 
may drain the SKI 2 claim suggests that this area may have epithermal gold/silver potential. 

Keewatin Engineering Inc 
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RECOMMENDATIONS 

It is recommended that the following four-phase exploration program be carried out on the 
SKI property. Phase I involves an airborne geophysical survey while Phases 11 and 111 consist of a 
ground evaluation program. The initiation of each phase is contingent upon the receipt of favourable 
results from the preceeding phase. 

Phase I 

A helicopter- borne electromagnetic/VLF/magnetic survey is recommended for the entire 
property. The nominal line-spacing should be 100 m and the recommended flight direction is 
northwest-southeast. The objectives of this work will include the delineation of conductors, 
faulthihear zone traces, and "islands" of volcanic rocks. 

Phase I1 

1) AirDhoto Internretation - An airphoto interpretation is proposed in order to delineate linear 
features which may be related to prospective faults or shear zones. 

2) Reconnaissance Geological MaDDing and ProsDecting - The entire property should also be 
covered by reconnaissance mapping and prospecting. The Lower Jurassic-Middle Jurassic 
contact should be pinned down and any outliers or "islands" of Unuk River formation should 
be examined in detail. Particular attention should be devoted to the sampling of any gossans. 

3) Geochemistrv - Silt samples should be collected at 50 m intervals upstream from the 
anomalous samples shown on the G.S.C. release. All tributaries should also be sampled. 

Phase 111 

1) Grid Establishment - Grids (lines 100 m apart with 25 m station intervals) should be 
established (compass, topochain and flagging) over prospective areas located by the 
reconnaissance mapping, prospecting or airborne geophysical surveys. Areas underlain by 
prominent linears and areas upstream from anomalous silt samples should also be covered by 
grids. 

2) Geochemistrv - The grids should be subjected to detailed soil sampling. 

Keewatin Engineering inc 
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3) Geological MaDD inn and ProsDectt. On4 - It is recommended that detailed geologicalmapping 
and prospecting be carried out over all of the grids. 

4) Trenching - All encouraging showings should be trenched, mapped and chip -plod in 
detail. 

Phase IV 

The follow-up phase (including diamond drilling) would involve the exploration of MY 
encouraging features discovered by the Phase I1 and Phase 111 programs. Initiation of this phase is 
contingent upon receipt of favourable results the preceeding phases. 
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Airborne ElectromagneticlVLFIMagnetic Survey 
412 line-kilometres @ $85/ km (approx.) 
Prime Explorations Ltd. - Management Fee (15%) 

Pbmc I1 

Pre - Field 

Project logistics, permit applications, map preparation, 
crew and material assembly, airphoto interpretation 

Field Program 

personnel 
Project Supervisor 3 days @ $4OO/day 
Project Geologist 5 days @ $350/day 
Prospector 5 days @ $275/day 
Geo- technicians 2 x 5 days @ $200/day 
Cook 5 days @ $200/day 

CamD Sutmort 
Food and Accommodation 30 days @ $50/day 
Communications (radio rental, telephone, fax) 
Disposable Supplies and Fuel 
Generator, Chain Saw, Tools 
Expediting, Freight 

TransDor tation 
Mobilization 
Fixed Wing (Service Flights) 
Helicopter Support (10 hours @ $600/hour) 

Geochemical Analvseg 
100 s a d i l k  

Rocks 

Con tinnencv Allowance 

Prime Explorations Ltd. 

@ $12 each 
200 samples @ $15 each 

$35,000 
5.300 

$ 1,200 
1,750 
1,375 
2,000 
1.000 

$ 1,500 
1,000 
1,000 
1,000 
1.ooo 

$ 6,000 
2,000 
6.ooo 

$ 1,200 
3.000 

$ 40,300 

$ 7,325 

$ 5,500 

$ 14,000 

$ 4,200 

$ 3,775 

LLSQ 

TOTAL= UUQ 
‘ 7  

\.-: *. 
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Phase I11 

Field Program 

Personnel 
Project Supervisor 
Project Geologist 
Prospec tor 
Geotechnician 
Cook 

1 day @ $400/day 
5 days @ $350/day 
5 days @ $275/day 
5 days @ $200/day 
5 days @ $200/day 

CamD SUDDO rt 
Food and Accommodation 
Communications (radio rental, telephone, fax) 
Disposable Supplies and Fuel 
Generator, Chain Saw, Tools 
Expediting, Freight 

21 days @ $50/day 

Tranmortation 
Demobilization 
Fixed Wing (service flights) 
Helicopter Support 8 hrs @ $600/hr 

Geochemical Analvsea 
5006daples @ $12 each $6,000 

Rocks 100 samples @ $15 each 

Trenchinq 
Blasting Crew and Powder 

Continaencv Allowance 

Post- Field 
Data Compilation, report writing, secretarial, drafting 

and reproduction 

Prime Explorations Ltd. Management Fee (15%) 

$400 
1,750 
1,375 
1,000 

$ 5,525 
1.ooo 

$ 1,050 
1,000 
1,000 
1,000 
1.ooo 

I 

I 

I 

I 

I 

$ 5,050 

$ 4,000 

4.800 
2,000 

$ 10,800 

1.500 
$ 7,500 

$ 3,000 

$ 1,925 

$ 3,000 

TOT& 

Keewatin Enginmring lnc 
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Phase IV 

Personnel 
Project Supervisor 5 days @ $4OO/day $2,000 
Project Geologist 20 days @ $350/day 7,000 
Prospector 20 days @ $275/day 5,500 
Geo- technician 20 days @ $2OO/day 4,000 
Cook 20 days @ $2OO/day 4.000 

$ 22,500 

CamD SUDDO ra 
Food and Accommodation 85 days @ $50/day $ 4,250 

Disposable Supplies and Fuel 3,000 
Communications (radio, telephone, fax) 2,000 

Generator, Chain Saw, Tools 2,000 
Expediting, Freight 4.ooo 

$ 15,250 

TransDortation 
Fixed Wing (Service Flights) 
Helicopter Support (60 hours @ $600/hr) 

Geochemical AnalvseG 
’ Soils 

Rocks 
Core 

$20,000 
36.000 

$ 56,000 

500 samples @ $12 each!$ 6,000 
500 samples @ $15 each 7,500 
500 samples @ $15 each 7.500 

$ 21,000 

Diamond Drilling 1,000 m @ $120/m $120,000 

Contingency $ 15,250 

Post-Field 
Data compilation, report writing, secretarial, drafting 
and reproduction $ 14,000 

Prime Explorations Ltd. Management Fee (15%) EiLuQ 
TOTAL: S300.000 

Keewatin Engineering Inc 
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CERTIFICATE 

c 

LI 

F- 

."r 

c 

F 

a 

I, DAVID GEORGE DuPre, of 56 Parkgrove Crescent in the Municipality of D e b  in the Province 
of British Columbia, do hereby certify that: 

1) I am a graduate of the University of Calgary, BSc. Geology (1969), and have ptactked my 
profession continuously since graduation. 

2) I am a member in good standing of the Association of Professional Engineers, Geologists llllf 
Geophysicists of Alberta; and I am a Fellow of the Geological Association of Canada. 

3) I am a consulting geologist with the firm of Keewatin Engineering Inc. with officea at S u k  800 - 
900 West Hastings Street, Vancouver, British Columbia. 

4) I am the author of the report entitled "Geological Report on the SKI Property, Skeena Mining 
Division, British Columbia" dated November 16, 1988 and revised Augwt 13, 1989. 

5) I visited the property on August 13,1989 and I have visited the Eskay Creek prospect several timer 
during the past year. 

6) I do not own or expect to receive any interest (direct, indirect or contingent) in the property 
described herein nor in the securities of Adrian Resources Ltd., in respect of se-rvices rendered in 
the preparation of this report. 

7) I consent to the use of this report in a Statement of Material Facts submitted by Adrian Resowcea 
Ltd. 

Dated at Vancouver, British Columbia this 16th day of November, 1988 and revised this 13th day 
of August, 1989. 

Keewatin Engineering Inc 
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its regulations. 

August 14, 1989. 
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Presidbnt and U Chief Executive Officer 
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To the best of our knowledge, information and belief, the fore- 
going 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 and its 
regulations. 

August 14, 1989. 
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