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Gonsolidated Stikine Silver Lid. N.PL.
CHAIRMAN’S REPORT

The past year has been a very exciling and rewarding one
for the shareholders of Consolidated Stikine Silver Lid.
(N.PL]. The Company, with their 50% joint venture pariner,
(Calpine Resources Inc.) has participated in a major new
qold discovery on its Eskay Creek claims in norinern British
Columbia.

A preliminary inGependent report prepared for
the Company oy D.J. Barker of Keewatin Engineering Inc.,
nas outlined open pif reserves estimated at 3,000,000 fons
of 0.26 oz/ion gold eguivalent, allowing for 8% dilution at
0.015 ozfion grade.

The presence of a thick, high grade core near
surfoce would make the entire resource mineable at an
approximaie 6:1 strip ratio. The configuraiion of the
mineralized zones would permit ihe mining of large ton-
nages of 0.35 10 0.40 ozfton gold equivalent materialin the
eorly years ot low strip ratios, Sufficient resources are cur-
rently indicated which could suppori a 1,000 fonnes per
day operation over an 2ight year mine life.

To date, 70 drit holes have been completed ata
cost of $4,500,000 of wnich Consolidated Stikine's share s
$1,600,000. Much of this work was carried out throughaout
the winter, during extreme snow and weather conditions.
Based on this experience the Company does not foresee
any problems with a year round mining operation.,

The Company was able to arrange funding for
the project with a minimum amount of dilution to the share-
holders. This was accomplished by fwo private place-
ments for a tofal of 52,062,500, The first piacement was for
100,000 flow-through shares at $10.00 per share. The sec-
ond placement was for 100,000 common shares at
$10.625 per share with 1 warrant per share exercisable at
$44.25inthe firstyear or $42.25 in the second year, leaving
the Company in excellent financial condition.

The 1989 summer program is planned to com-
mence.June 15. Phase iexpenaitures to the end of Seplem-
berwill be inthe order of 94,060,000 on the project. Major
aspects of this program willinciude:

a)  Aggressive surface exploration of the entire property.
b) Immediate stepou’ drilling fo the northeast,

¢} Initial drill tesiing of other well-mineralized zones on
the property.

d) Definition driling, bulk sampling and surface tren-
ching of the 24 Zone.

e) Definitive metaliurgical stucies on bench scale and
o bulk samples 1o be collected from surface fren-
ching and drill core.

The abjectives of the surmmer program are, firsily,
to aggressively explore the entire oroperty in order fo as-
sess the overall pofential of the mineral inventory. The 24
Zone discovery that has outlined a 2.8 milion fon open pif
reserve resulfed from c very limited program completed
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on the property last summer, The knowledge gained from
this and the subsequent winter driling and airborne
geophysical programs indicates excelient possibilities for
a large tfonnage reserve for the property.

The second objective of the summer program s
o assess the commercial potential of the reserves currently
outlinedin the 21 Zone. Definition controlied drilling of tihe
open pif reserves, surface trenching, geotechnical shu-
dies, defaited metaliurgical festing, design engineering of
the open pitand transportation routes will form the basis for
ihis economic evaluation.

To fund this next phase, of which Consolidgiec
Stikine's share is $2,000,000, the Company has enfered into
another Privale Placement agreement for 220,000 fiow
fhrough shares at $9.50 per share. This was accomplishea
despite very adverse market conditions.

During the year, the Comipany has expanded its
iand position in the areG immediaiely surrounding ihe

riginal claims. The Company has Geguired an option
from Calpine Resources Incorporated for a 50% interest in
their 66.7% interest in the SKi 4 and GNC 1 10 3 cigims, The
Company nas clso acguired an option to eam a 25%
interest in the §Ki 4 fo 3 claims and an optionto earn a 257
inferest in the Alpha, Beta, Espilon, Gamma, Omega anc
RHO claims immediaiely to the norihwest of the property.

During the past vear, ihe Company has odded
three new members to the board in the persons of Geor e
Qughtred, Ron Nelolitzky and John Toffan. We very much
regret the passing away of Andy Robertson, a fong fime
member of the board who will not only be remembered by
the Company but by the entire mining industry for his many
confributions in the past.

The Board of Directors continue to remain opti-
ristic for the future ana eagerly awail the resulfs of this
year's exploration program. it promises 1o be another excit-
ing year for Consolidated Stikine Siver Lid, N.PL.

ON BEHALF OF THE UOARD OF DIRECTORS

Je. 0 sty

John A, Toffan, Chairman
June 1, 1969
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TECHNICAL DISCUSSION
Hlstory

Tha history of the Eskay Creek property is Ciasely Gsso-
clated with the lounder of Consolidated Stikine Silver Lid, it

a fnbute to Mr. Tom Mackay’s belief in ihe property, that
the comipany he founded is a 50% participant in the major
discovery madea on this property.

it is important to note that the property is not a
new prospect but has been actively explored since the
1030s when Tom Mackay first became involved, The pres-
ence of numnerous mineralized oCcuUrrences on the orop-
erty in geological environments considered favouralzla for
both precious and base metal deposits has attraciea the
efforts of many major and junior exploration companics
over the past 50 years.

1908 <1989 Program

The 24 Zone discovery resulted from a &-hole crill
progrom completed in the fall of 1938 as part of @ modas!
5300,000 re-eveluation of the property. The success, (o ¢
large degree is related fo the historical database. The
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Figure 1
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prograr of geclogical mo,upi ng and geochemistry was
uncierlaken by Keowatin Engineering inc. and funded by
Celpine Resources Lid

The 24 Zone was seiected as the initial drill target
for the property based on historical trenching and drifling g
rasults that outlined a zone of infriguing mineralization tnat
was open to the north, Five holes were planned to further
testthis mineralization. Three of inese holes, (#3, #5 ana #6)
encountered ore grade infersections, altnough they did
not penetrate the entire zone.

DDH #6 was the most spectacular hole, infersect-
ing @ style and intensity of mineralization hitherlo unsus-
pected. Asixieen metre core inferval returned 1,535 oziar.
gold and 1.99 ozfton silver. Within this interval, zones ¢f
near massive uhonite, realgar and orpiment were
identified.

Tha posiiive fechnica resulls led fo a winter dril
decision. From Gctober ‘o April, a further 64 holes were
completed. tory in mtf program, it became eviaent inat
‘ne interoreted orientation of ino zone, based on surfacs
frenching anG historical cnit intormation, was mcorrc,c‘.

The gnd criling was re-oriented to l\/s*umdlccuy tost ne
0ne perpendicuiarn 1o strie. mn resdl’s of ail significant
infarsections are lisied on wu 4 with the surlace plan of
drilling prea ried m Figure Ou' current interpretation is
tha! the historical 24 Zonu represents o footwall feoaor
sysiem wn‘ch ad us fo the main 27 Kune miperain/ation,

Dritt holes completed oerpendicular o strike ¢
ifustrated on @ longitudina secton in the plane of minera-
lization. A possible cross-faul has ferminated the minerdii-
zationtoihe soutn, Holes o the south of the infergrcted fauit
inferseciod unalfered rhvolife without significont minerai-
JO ion The deposit is currently open an strike fo the north

nat o depth. The last ience of holes, (167, 68, 69) appear
To have encountered a new high grada ore shoot,
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Figure 2

A cross=section (Figure 3) illustrates the genera!
ceological sefting for the deposit. Mineralization is con-
~enhrated within alfered rhyolites and within an overlying
oraphitic argillite horizon. Other precious and base metal
arriched zones are present below the main zone withinthe
yolite sequence and info underlying dacitic horizons.

ne best mineralization indentitied to daole is developed
~iong the argillife-rhyolite inferface.

The minerclized sequence s capped by a series
o pillowed andesitic flows with thin inferbedded graphitic
craillife beds. Itis noteworthy that no significant mineralizo-
tion has heen idenfified within the andesitic sequence.

The 21 Zone s, at least, in parf, @ mineralogically
complex deposit. In addition to the precious metals, miner-
asof antimony, arsenic, zinc, lead and mercury are locally
nresent in significant quantities.

The mineraloay is characteristic of what are com-
monly referred fo as refractory ores. Good precious mefal
recoveries are being oblained from similor ores world-
wide, Proper metallurgical procedures are, however, nec-
assary 1o maximize the benefits from this type of deposit.

Cepending on the metallurgical procedures se-
acted, it can be anticipated that concentraies containing
nafals such as antimony, mercury, zinc and arsenic may
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be oroduced. The sale of such concentrates can defray, in
part, the additional costs related fo the freatment of refrac-
fory ores. *

A preliminary geological reserve of 2.8 million
tons of 0.23 oz/fon gold and 3.3 ozfon silver has been
caiculated using drill holes asillustrated in Figure S withina
possible open pit having an average of &:4 sirip rafio. The
ore grade intersection in the northernmost fence of holes
has not been included in the reserve esfimaotes. A positive
cnaracteristic of the deposit is that the thickest and highest
grade portions are near surface. The property is amena-
ble to the exiraction of higher grade reserves at o low strip
ratio during the early years of an operation.

Proposed 1989 Program

A minimum $7 million exploration progrom is
planned for 1989 on the Eskay Creek project. An inificl
phase of $4 million wil! systematically explore the enfire
procerty and will continue exploration of the 24 7one. 1o
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fake Inis deposit from mineral inventory category to o drill
proven category. Information necessary for mine feasioility /
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will be obtained, including detailed metallurgical studies, ] 2 2onE

environmental studies, and access route studies.

The 21 Zone is only one of many known zones of "'Ls
mineralization on the property. Information in the historic ]
database indicates occurrences that could supply addi-
tional reserves through systematic drill programs.

An airbormne geophysical survey conducted dur-
ing the winter season has defined signatures common to
the 21 Zone and other known mineralized zones. The initial
thrust of the 1989 program will be to confinue the step-out
drlling of the 24 Zone fo the northeast. The airborne
geophysical results sugges! that the zone could continue
for at least 500 metres. The summer phase, which is antici-
pated io be completed by early September, shouid de-
velop sufficient targets for detailed systematic diamond
drilling which woulc be planned for the fall and winter  Figure 5
season. Last secsons program confirmed that winter dirill
programs can be completed in this areain a cost effective
Mannar.
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