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SUMMARY

The Mikey 1, Lisa 1 and Ralphus Claims owned by South Unuk Gold
Corporation are located about 70 km northwest of Stewart, B.C. along
the South Unuk River near its junction with Gracey Creek. The claims
cover an area of volcanic sandstones and tuffs in contact with the
Coast Range Batholith. The property is underlain by massive
pyrrhotite, magnetite and chalcopyrite lenses conformable to bedding.

The claims are within a belt of Jurassic rocks extending from south
of Stewart to north of the Stikine River. This belt is host to
numerous gold deposits including the Premier - Big Missouri, Scottie
Gold, Newhawk ore bodies, Catear's Goldwedge, the Snip, Stonehouse
and Doc. In addition numerous significant gold-silver showings have
been reported by operators along this belt of rocks. In November,
Calpine Resources announced some spectacular results from the Eskay
property a short distance north of the South Unuk property.

Echo Bay Mines also have announced a large work program on the Doc
claims adjacent to the South Unuk property.

During June 1988, a geochemical rock and silt program was initiated
on the claims to evaluate the gold-silver potential. A total of 139
rock and silt samples were collected on the property and analyzed for
gold, silver and copper.

Results of the survey indicate highly anomalous gold, silver and
copper values on the property. Gold values up to 3380 ppb or 0.1 opt
were obtained in the silt samples while silver values ranged up to
9.1 ppm or .26 opt. The anomalous copper are related to some skarn
showings while the source of the gold-silver values has yet to be
determined. The 1987 B.C. Department of Mines geochemical survey
indicates that many of the South Unuk values varying from 59 ppb gold
or greater fall in the upper 10% of the government survey. The
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distribution of the gold-silver would indicate a possible shear zone
source. The presence of anomalous gold and silver silt samples,

favourable geology and location make this property an excellent
exploration target.

Further work is recommended on the property and should consist of
1ine cutting, mapping, soil sampling and trenching. This program is
expected to cost approximately $150,000.




INTRODUCTION

During June, 1988 South Unuk Gold Corp. conducted a rock and silt
geochemical survey and prospecting over the Mikey and Lisa 1 Claims.

_This report was prepared on data accumulated during the work program
as well as previous surveys in the area and from data the author has
accumulated in the general area.

The work was conducted by E.R. Kruchkowski Consulting personnel,
Limar Industries personnel and DJ & J Enterprises personnel.

A1l analyses were performed by Acme Analytical Laboratories in
vancouver, B.C.

Location and Access

The claims in the property-are contiguous and are located along the
west slope of South Unuk River approximately 19 km west of Brucejack
Lake and approximately 70 km northwest of Stewart, B.C. The area is
56°30' west longitude on NTS Sheet 104BB7E in the Skeena Mining
Division.

Access to the property at the present time 1s by helicopter from
Stewart. Access for mobilization 1§'probab1y best done by helicopter
from the Tide Lake Airstrip which 1s approximately a 20 minute trip
fnto the South Unuk Area. Figure 1 shows the property location.

Physiography and Topography

The area of the property encompasses steep mountain slopes typical of
the Coast Range region of British Columbia. Ice caps and small
glaciers occupy high mountain alleys and ridges, tributary to the
small creeks draining into the Main U-shaped South Unuk River.

Most of the area is covered by alder and hemlock vegetation with good
outcrop exposure along the creeks and gulleys.




Property Ownership

The property consists of 3 claim blocks containing 42 units as
follows:

Name Record No. Date of Recording

Mikey 1 6247 June 22, T987
Lisa 1 6246 June 22, 1987

Terry Heinricks staked the Mikey 1 and Lisa 1 claims and subsequently
sold them to J. Marx by Bill of Sale dated September 18, 1987. The

claims were then sold to South Unuk Gold Corp. by Bill of Sale on
October 3, 1988.

Ralphus 6675 May 13, 1988

Terry Heinricks staked the Ralphus claim and sold it to South Unuk
Gold Corp. on October 3, 1988.

The author did not examine the posts and cannot verify the quality of
staking. The exact location of these claims would be subject to

further surveys. (Figure 2)

Personnel and Operations

Personnel involved during the 1988 program on the property were as
follows:

E.R. Kruchkowski Consulting Personnel

K. Konkin geologist 13 days
E.R. Kruchkowski geologist 8 days
B. Krutow geologist 16 days
D. Lund assistant 11 days
A. Reimer assistant 14 days
T. Bonenfant assistant 7 days
D. Funk assistant 14 days
J. Paquette assistant 5 days
A. Hoffman assistant 5 days

Limar Industries Inc. and DJ & J Enterprises personnel are not
listed.

Personnel involved in the project were accomodated in a fly camp
Jocated on the Mikey 1 Claim and utilized a Vancouver Island Bell 205
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and 206 helicopter for transportation to and from the project area.
Supplies for the program were purchased in Stewart, B.C.

Previous Work

The first discovery of minerals in the Unuk River area is credited to
a prospector named 0'Hara who is said to have come out of the Unuk in
1893 with Placer Gold. A chronology of the precious metals
exploration in the South Unuk River area is as follows:

1898

1900

1932

1933
1935

1935

1959
1967

1980

1986

H.W. Ketchum staked an area situated on the Mount Madge ridge
- slope to the south side of Sulphurets Creek about 2 miles
from its mouth.

H.W. Ketchum sold his claims to the Unuk River Mining and
Dredging Company who then carried out some development work,
including driving two short adits. Attempts to transport
machinery failed and operations ceased.

a prospecting expedition into the Ketchum Creek area, was
undertaken by T.S. MacKay, A.H. Melville, and W.A. Prout
representing a syndicate of Premier, British Columbia
interest. This resulted in the discovery of a wide area of
mineralization in which gold values occur.

further exploration of these discoveries was undertaken by the
MacKay Syndicate and by the Premier Gold Mining Company.

a representative sample taken from a dump of about 15 tons at
the portal of the Mount Madge adit assayed: gold, 0.26
oz/ton; silver, 2.4 oz/ton; copper, 0.3 percent; lead, 3
percent; zinc 10 percent.

in this period, Granduc Mines Ltd. located and drilled the Max
iron ore deposit. this deposit consists of 11,000,000 tons of
42% iron and 0.3% copper.

Dupont undertook regional geochemical work in the area. No
geochemical samples were taken from the area underlain by the
South Unuk Gold property.

in the area to the south of Mount Madge, near the South Unuk
River, Silver Princess Resources Inc. and Magna Ventures Ltd.
commenced a drilling program. Results document two
significant intersections: One drill hole intersects 17.7
feet of 0.728 oz/ton gold and another intersects 14.6 feet of
0.701 oz/ton gold. As a result of ths drilling, a very strong
structure over a strike length of 1,200 feet and to depths of
440 feet was identified. Based on these excellent
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results, Silver Princess and Magna Ventures announced an
underground program.

a soil sampling, prospecting and rock geochemistry program was
undertaken on the Mount Madge project area by Bighorn
Development Corporation resulting in the discovery of numerous
gold showings.




GEOLOGICAL SURVEYS

Regional Geology

The Mikey 1, Lisa 1 and Ralphus Claims lie in the Stewart area along
the east edge of the Coast Crystalline Complex and near the western
boundary of the Bowser Basin. Rocks in the area belong to the

Mesozoic Hazelton Group and have been intruded by plugs of both
Cenozoic and Mesozoic age.

At the base of the Hazelton Group is the Lower Jurassic marine
(submergent) and non-marine (emergent) volcaniclastic Unuk River
Formation. This is overlain at steep discordant angles by a second,
1ithologically very similar, Middle Jurassic volcanic cycle (the
Betty Creek Formation), in turn overlain by Middle and Upper Jurassic
non-marine and marine sediments (with minor volcanics) of the Salmon
River and Nass Formations.

The oldest rocks in the area belong to the Lower Jurassic Unuk River
Formation which forms a north-northwesterly trending belt extending
from Alice Arm to the Iskut River. It consists of green, red and
purple volcanic breccia, volcanic conglomerate, sandstone and
siltstone with minor crystal and 1ithic tuff, limestone, chert and
coal. Also included in the sequence are pillow lavas and volcanic
flows.

In the property area the Unuk River Formation is unconformably
overlain by Lower Middle and Middle Jurassic rocks from the Betty
Creek and Salmon River Formations, respectively. The Betty Creek
Formation is another cycle of trough-filling submarine pillow lavas,
broken pillow breccias, andesitic and basaltic flows, green, red,
purple and black volcanic breccia, with self erosional conglomerate,
sandstone and siltstone, and minor crystal and lithic tuffs, chert,
limestone and lava. The overlying Salmon River Fbrmation is a late
to post volcanic episode of banded, predominately dark coloured,
siltstone, greywacke, sandstone, intercolated calcarenite, minor
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limestone, argillite, conglomerate, littoral deposits, volcanic
sediments and minor flows.

According to E.W. Groves, the majority of the rocks from the Hazelton
Group were derived from the erosion of andesitic volcanoes
subsequently deposited as overlapping lenticular beds varying
Taterally in grain size from breccia to siltstone.

There are various intrusives in the area. The granodiorites of the
Coast Plutonic Complex largely engulf the Mesozoic volcanic terrain
to the west. East of these (in the property area), smaller intrusive
plugs range from quartz monzonite to granite to highly felsic; some
are, likely, related late phase offshoots of the Coast Plutonism,
others are synvolcanic or tertiary.

Double plunging, northwesterly-trending synclinal folds of the Salmon
River and underlying Betty Creek Formations dominate the structural
setting of the area. These folds are locally disrupted by small
east-overthrusts (Tippy Lake, Knipple Lake) on strikes parallel to
the major fold axis, cross-axis steep wrench faults which locally
turn beds, selective tectonization of tuff units, and major northeast
faults which turn beds.

Local Geology

The 1988 program relied upon the surveys conducted by D.E. Allen and
D.R. MacQuarrie in 1981. Outcrops noted during the 1988 work
consisted of tuffs variably intruded by granodiorite dykes.

‘A description of the rock types is drawn from their work as follows:

“Main rock types on the property are volcaniclastics persumably
Jurassic Age. The rocks have a uniform north-northwest trend. Dips
vary from easterly to westerly, indicating some degree of folding.

The most abundant rock types on the property are fine to medium
grained chloritic tuff and tuffaceous siltstone and minor massive
greenstone. The tuff is usually thin bedded to laminated and has a
weak to locally strong foliation usually parallel to bedding.
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Feldspathic sandstone occurs interbedded with the tuffaceous units.
The rock commonly has a gneissic appearance and consits of 1-2 mm
tightly-packed feldspar grains in a chloritic matrix.

Limestone occurs as a few thin beds up to 10 metres thick interbedded
with the volcaniclastics. The limestone in the thicker beds is grey
in color, has a fine-grained sugary texture and is laminated. The
narrow beds which host the sulfides consist of fine-grained green
chloritic limestone.

Felspar porphyry contains abundant 0.5 cm light grey feldspar pheno-
crysts in a dark green fine-grained groundmass. It occurs as a
conformable sill or flow in the volcaniclastics.

Intrusive rocks are rare in the claim area. Two outcrops of
fine-grained diorite were encountered. Several narrow andesite dykes
were noted locally."

These rock types are similar to those on the Max iron ore deposit 2
kilometres to the west. A large stock of fine-grained granodiorite
is present along the north end of Lisa 1.

Economic Geology

The property is adjacent to the Max iron ore deposit consisting of
11,000,000 tons of 42% iron and 0.3% copper. On the property semi-
massive to massive magnetite and pyrrhotite with chalcopyrite occur
in one to three limestone horizons. Magnetite occurs as layers in
the relatively pure limestone units whereas the sulfides occur in
thin beds of green chloritic limestone that have been almost com-
pletely replaced. The mineralized horizons range in thickness from
0.5 metres to at least 7 metres thick within the Timestone horizons
up to 10 m in thickness. The magnetite tends to occur as massive
lenses and pods ranging from a few c¢cm up to 1 m in length. Where the
magnetite occurs, the grade in the previous trenches up to 2 m wide
would average 10-15% magnetite. The zone of magnetite bearing
limestone has been traced for a strike length of at least 350 m. and
up to a width of 100 m. Sampling in 1981 by Allen and MacQuarrie
indicated few localities with iron content greater than 10%. This
sampling indicated copper values in the range from 0.1 - 0.4%.

Chalcopyrite occurs as streaks and disseminations in massive magne-
tite and pyrrhotite and locally in commonly siliceous tuff units that
underlie the massive sulfide layers. Pyrite and pyrrhotite occur as

fine disseminations locally in the volcaniclastics especially where
they appear to have been silified. Sampling in 1988 indicates a
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maximum value of .23% copper in the mineralized limestone horizon.
Low gold and silver values are indicated in the skarn and mineralized
limestone.

The mineralized zone is defined by samples BKR 8-10, 12-14, 20-25,

27-29, 31-35 on figures 3-5. This zone is located between stream 1IN
to stream 6N.

The 1981 work indicated quartz veins and quartz cemented bréccia in
some of the fault zones noted. These zones trend northeast -
southwest and appear to displace the mineralized horizons. Unexplain-
ed gold and silver anomalies were obtained in silts during the above
work. These anomalies up to 200 ppb gold and 4.8 ppm silver may be
related to the quartz filled shears.

Some of the magnetite-rich beds are vuggy and partly converted to
limonite, indicating that some of the sulfides may have been leached
out by weathering.

In addition the property is tied on to the Doc property which has
reported reserves of 470,000 tons grading 0.27 opt gold and 1.31 opt
silver. These reserves are in quartz veins located along shear
zones.

Echo Bay Mines has committed to spend $8,000,000 to earn 50% on the
Dor property. |

Approximately 19 km west Newhawk has reported the following:

Gold Silver
Tons opt opt
West Zone 1,504,488 506 20.17
Shore Zone 539,776 .263 27.23
Gossan Hill Zone 27,639 1.94 3.51

Catear's Goldwedge property adjacent to Newhawk has reported the
following:

Gold Silver
Tons opt opt
Golden Rocket Zone 291,000 .837 .
Discovery 50,000 8 3.0

Goldridge 10,000 .106 .26
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The property is also adjacent to Bighorn's Mount Madge project where
numerous gold showings have been located.

Calpine Resources has also repofted .96 feet of 0.7 opt gold on their
property a short distance north of the South Unuk property. A 10,000
- 15,000 foot drill program is presently being conducted.

In addition the Unuk Jumbo showings are near the southwest corner of
the property. The only available information on this showing
indicates gold and barite mineralization related to a contact zone of
the Coast Batholith with volcanic rocks. The gold-barite association
is very prevalent in the Brucejack Lake ore bodies of Catear and
Newhawk. As well, gold and barite are also associated on the
Cumberland Crown Grant group a short distance east of the property.

The close proximity of the property to known deposits, the presence
of favourable geology, and anomalous gold and silver in silts makes
the property an excellent exploration target.
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GEOCHEMICAL SURVEYS

Rock Geochemistry

A total of 30 rock geochemical samples were collected from Lisa 1 and
Mikey 1 claims during June - July, 1988. The samples obtained were
generally 3-4 pounds of unweathered material. They were selected on
the basis of mineralization or alteration. In Appendix I, samples
with a R notation signifies a rock geochemical sample.

Th samples were shipped to Acme Analytical Laboratories Ltd. of
Vancouver, B.C. where they were crushed, split and ground to a -80
mesh. The samples were then analyzed using standard geochemical
methods for gold, silver and copper.

Results of the survey, indicate no apparent anomalous gold and one
anomalous silver value in the area of the Lisa 1 and Mikey 1 claims.
Anomalous values were determined using the 1974 - 1976 rock
geochemical results by Granduc Mines Ltd. on the Newcana Joint
Venture ground. In the Granduc Survey, any value over 100 ppb gold
and 1 ppm silver were considered anomalous. The rock samples
collected in the Lisa 1 and Mikey 1 claims indicate low values in
gold and silver. These sample sites are shown on Figures 3 - 5.

Silt Geochemistry

A total of 109 silt samples were collected from the Lisa 1 and Mikey
1 claims during June - July, 1988. The samples were screened through
a -20 mesh screen and placed in a numbered Kraft sample bag.

The samples were shipped to Acme Analytical Laboratories Ltd. of
Vancouver, B.C. where they were dried, crushed, split and ground to a
-80 mesh. The samples were then analyzed using standard geochemical
methods for gold, silver and copper.
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CONCLUSIONS

1. The property is underlain by Jurassic age volcanic rocks. This
belt of rocks hosts numerous gold-silver deposits in the
Stewart-Sulphurets area.

2. The property is adjacent to the gold deposit on the Doc claims
and to the Mount Madge project with numerous gold showings.

3. Numerous anomalous gold and silver silt samples are indicated for
the property. Values up to 3380 ppb gold (.1 opt Au) and 9.1 ppm
silver (.26 opt Ag) were obtained.

4. The property presents an excellent exploration target for a
gold-silver deposit. Further work consisting of the line cutting,
mapping, soil sampling and trenching is recommended. This program is

expected to cost approximately $150,000.
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.4 4
.2 6
.6 5
.3 1
.3 1
.2 3
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.3 1
.1 1
.9 4
.1 1
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.2 5
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No further exploration activity took place in the Unuk River area
until 1959-1967 when Granduc Mines Ltd. located and drilled the
Max Iron Ore deposit. This deposit consisted of 11 million tons
of 42% iron and 0.3% copper.

In recent years, Silver Princess Resources Inc. ("Silver
Princess") and Magna Ventures Ltd. ("Magna") began a drilling
program on an area near the South Unuk River. Two significant
intersections were discovered: One drill hole intersected 17.7
feet of 0.728 oz/ton gold and another intersection 14.6 feet of
0.701 oz/ton gold. Based on these results, a very strong
structure over a strike length of 1200 feet and to depths of 440
feet was identified and Silver Princess and Magna then announced
an underground program based on these excellent results.

In 1986-1987, Bighorn reported numerous gold showings from its
soil sampling, prospecting, and rock geochemistry program.

n rf Plan nd Equipmen

-

' There is no underground or surface plant or equipment on the Mikey

and Lisa claims.

Mineralization

During June, 1988, geochemical rock and silt programs were carried

out on the Property in order to evaluate its gold and silver
potential. A total of 30 rock samples and 109 silt samples were
collected and analyzed for gold, silver and copper. Results of
the survey indicated numerous anomalous gold and silver sites on
the Property. However, the two metals generally show poor
correlation and could possibly be related to different sources.
The silt samples showed gold values of up to 3380 ppb or 0.1 opt
and silver values ranging up to 9.1 ppm or .26 opt. This type of
value indicates a potential source of gold near the sample site.
The anomalous copper values are related to skarn showings. A
British Columbia Department of Mines silt sampling program in the
area of the South Unuk Property indicated a high of 360 ppb gold.
The distribution of the gold and silver anomalies indicate a
possible shear zone source.

For further details of mineralization see the Engineering Report
attached hereto as Appendix A.

m ion f ltin logi

In the opinion of consulting geologist E.R. Kruchkowski, B.Sc.,
P.Geol., the presence of numerous anomalous gold and silver silt
samples, favourable geology and location make the property an
excellent prospect for gold and silver deposits.
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The consulting geologist recommends an exploration program
consisting of prospecting, geological mapping and geochemical
surveys. It recommends that all structural features on the
property be prospected and all gossaned zones be evaluated for all
minerals associated with gold, particularly arsenopyrite and
tetrahedrite. Mapping is recommended with a view to defining
potential host rocks for epithermal deposits and/or shear related
mineralization. Further rock and soil geochemistry, with samples
taken along grid lines is also recommended. The total estimated
cost of the above-described exploration program is $150,000.00.

THE MIKEY I, LISA I AND RALPHUS CLAIMS ARE WITHOUT A KNOWN BODY OF
ORE AND THE PROPOSED PROGRAM IS AN EXPLORATORY SEARCH FOR ORE.

2. Jade and Jumbo Claims

By Agreement dated as of the 28th day of February, 1989 (the
"Earn-out Agreement") between the Issuer and Ferdinand Schomig,
the Issuer for consideration of $2,000.00 and the issuance of
100,000 common shares of the Issuer to Mr. Schomig, to be approved
by the Exchange, acquired an undivided 100% interest in and to two
mining claims (the "Jumbo and Jade Claims"). Fifty thousand of
the common shares will be issued to Mr. Schomig on the Issuer’s
listing date and the remaining 50,000 shares will be issued upon
the acceptance by the Exchange of an engineering report
recommending further work on the Property. Mr. Schomig shall also
be paid a royalty equal to 2% of the total net smelter returns
received from the Property being in commercial production.

The Jumbo and Jade Claims are located in the Skeena Mining
Division of British Columbia and are described as follows:

Claim Name Record Number No. of Units Expiry Date
Jumbo 1 6731 20 June 27, 1992
Jade 1 6733 20 June 27, 1992

THE JUMBO AND JADE CLAIMS ARE WITHOUT A KNOWN BODY OF ORE.

THE ISSUER DOES NOT INTEND TO USE ANY OF THE PROCEEDS RAISED
THROUGH THIS OFFERING TO DEVELOP THE JUMBO AND JADE CLAIMS.

USE OF PROCEEDS

The Issuer will receive net proceeds of $218,750.00 from the sale
of Shares pursuant to this Prospectus. These proceeds, together
with the working capital at June 30, 1989, of $31,215 will be
utilized as follows:

(a) to pay the estimated costs of this Offering,
including applicable Exchange and Regulatory
fees $ 25,000



