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ESPERANZA EXPLORATIONS LTD.
TILLICUM MOUNTAIN GOLD PROJECT

Esperanza Exploration Ltd. has been exploring the Tillicum property since 1981 at
a total cost of approximately $10.0 million. Work to date has focused on two
main mineralized zones, the Heino Money Zone and the East Ridge Zone. Three
other areas of potential have been identified but require additional exploration.
The property is 100% owned by Esperanza subject to a 3% N.S.R.

Esperanza Is seeking a participant to act as operator and finance the property to
production.

Messrs. Drever, Busse, Rennie, Colbourne and Peatfield have made property visits
and reviewed the data and results. Mr. Ken Grace of Micon was commissioned to
review the data in detail and to provide an opinion on reserve calculations.
Preliminary economic evaluations have been carried out by Blackdome’s staff.

Summaries of the Esperanza property information, reports by Messrs. Rennie,
Colbourne and Grace and preliminary economic analysis have been provided.

The usual risks and problems associated with a mining venture are applicable in
varying degraes to the Tillicum project. Problems related te environment,
tailings pond, plant location, pbwer etc. do not appear to be insurmountable.

The East Ridge deposit is clearly a high grade narrow vein type mineralization.
As such, the greatest risk at this point is whether the geological interpretation
of continuous 7-8 footwide zones is correct ar whether the mineralization occurs
in discontinuous discrete lenses. This can probably only be resolved through
additional underground exploration. The Heino Money zone could provide high grade
ore in the initial years to effect an early pay back.

The obvious positives to the project are its accessibility and the reasonably
well defined gold reserve of approximately 300,000 ounces with excellent
potential to expand known reserves as well as discover additional zonas on the
property.

Preliminary evaluations indicate a base case after tax rate of return of 22.1% on
a 500 ton per day operation. Current proven, drill indicated and 30% of drill
inferred reserves are sufficient for at least 6 years of production. Cash costs
could average US$200 and total costs average US$280 assuming $23.0 million in
capital costs.

Esperanza’s proposal (see following) entails Blackdome being the operator and a
controlling shareholder in Esperanza. A merge of the two companies is always a
possibility. However, in the event a merger did not occur, it would be
imperative for Blackdome to have a direct working interest in the property so as
to be able to recover its investment and secure a portion of the cash flow.
Esperanza is presently reluctant to give up a working interest.
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It is recommended that Blackdome negotiate an agreement with Esperanza for the
further exploration and development of the Tillicum property. Ideally, the
agreement would include the following major terms:

Acquire a maximum 1.5 million shares of Esperanza from current
shareholders at an approximate cost of $1.3 - $1.4 million. .

Purchase a maximum of $3.0 million of flow-thru shares from Esperanza.
Such funds to be expended by Blackdome in 1989 to further develop the
Tillicum project and to provide a pre-feasibility study.

Provide up to $10.0 million_in capital required to bring the property
to production to earn a minimum 50% working interest.

If necessary, propose up to a 60/40% division of cash flow until
Esperanza recaptures its share of contributed capital.

Blackdome to be operator and to receive a management fee.

Blackdome to have Board representation comensurate with its share
ownership.

Blackdome would have the first right to provide subsequent financing
for Esperanza.



Esperanza Proposal

The following are the general terms suggested by Eserpanza for participation in
the project.

1. Purchase 2.5 million issued shares at $0.85 - $0.90 per share from the
current shareholders.

LaTeko 1.5 million
Welcome North 1.0 million

Total cost $2.13 million - $2.25 million

Interest in Esperanza approximately _2,500,000 = 19.4% fully diluted
12,870,000

2. Complete $3.0 million prefeasibility program by August, 1989 to earn 1.5
million flow-thru shares. /f12~°D

Total interest _4.000,000 = 27.8%
14,370,000

3. Earn additional interests by taking the property to production no later than
end of 1990. Participant to provide 50% of capital cost through equity with
remainder debt or project financed through Esperanza.

Earning schedule dependent upon production rate - i.e.

Total %
Production rate Shares earned interest
200 - 300 tpd 1.8 million 35% )
300 - 400 tpd 2.4 million 38% <§S
400 - 500 tpd 3.0 million 40%

4. Participant to become operator upon agreement execution.
5. Esperanza to have input into prefeasibility program.

6. Participant to have full board control after prefeasibility stage.
Esperanza group to retain 2 board positions.

7. Total shares outstanding at 40% level would be 17,370,000.

8. Participants cost would be approximately $1.80 per share depending on the
assumed capital costs required to put the project into production.



ESPERANZA EXPLORATIONS LTD.
PROPOSED EXPLORATION PROGRAM - 1989

TILLICUM MOUNTAIN PROJECT

BUDGET (preliminary estimates)

Diamond drilling at $30 per foot all inclusive
Tillicum (Heino-money - East Ridge) 40,000 feet $1,200,000

Strebe 10,000 " 300,000
Grizzly 3,000 " 90,000
Arnie Flats 3,000 " 90,000

Total drilling $1.680,000

Underground exploration (bulk sampling)

2,500 feet @ $400/ft $1,000,000
Metallurgical testing 200,000
Feasibility 200,000

Total costs $3,080,000
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ESPERANZA EXPLORATIONS LTD.
EAST RIDGE GOLD ZONE

MINERALIZATION

Multiple gold bearing quartz-sulphide horizons occur within a sequence of
sediments and volcanics containing sills of diorite porphyry. Native gold occurs
as 0.2 cm flakes to 30 micron grains. Gold bearing horizons are related to
quartz-sulphide alteration fronts associated with porphyry bodies.

ZONE DIMENSIONS

To date, 4 gold bearing horizons have been identified through surface exploration-
and diamond drilling. The horizons appear to be stacked at regular intervals
throughout the sediment-volcanic package. The "A" horizon is drill indicated to
a depth of 1000 feet. Al1 three upper horizons are open to depth.

Drill defined to date: Strike - 3,500 feet
Down dip - 1,200 feet
Average thickness - 5-7 feet

DIAMOND DRILLING

Holes drilled prior to 1988 - 25
Holes drilled to date in 1988 - _75 (up to E88-211) -
h

Total holes to date - 100

UNDERGROUND EXPLORATION
Crosscut (2118 Metre Level)

A 200 foot underground crosscut was established in 1984 to compare drill
hole grades to drift grades An intersection of an upper zone in hole 61
grading 0.41 oz/ton gold over 4.9 feet was increased to 1.83 oz/ton gold
over 4.0 feet in drift wall samples. The "A" horizon which had anomalous
gold values in the drill hole assayed 0.24 oz/ton gold over 5.7 feet in the
drift.

Drift (2062 Metre Level)

The 800 foot 1long 2060 metre Tevel drift s currently being driven
southwards through the deposit within the “A" horizon. Raises and a
crosscut to other horizons will be constructed after completion of the
drift.

GOLD ORE RESERVES ESTABLISHED TO DATE
Drill Indicated Reserves

Tons Grade Qunces Gold
(oz/tan gold)

A-1 Horizon 23,640 0.59 13,903
A Horizon 275,410 0.23 51,648
B Horizon 92,510 0.35 32,716
C Horizon 43,440 0.43 18,738

TOTAL 85,000 0.30 117.005
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CURRENT PROGRAM

The fall drilling program will evaluate potential reserves along the 2000 foot
northern strike extension from presently indicated reserves. Geologic potential
to the north and south of the presently indicated reserve is an additional
1,600,000 tons plus. The drifting program on the "A" Horizon is required to bulk
sample and evaluate drill indicated gold grades. The underground program is
expected to improve overall average grade of the deposit. Current plans call for
both surface drilling and underground programs to year’s end.
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ESPERANZA EXPLORATIONS LTD.
TILLICUM MOUNTAIN PROJECT—EAST RIDGE GOLD ZONE
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ESPERANZA EXPLORATIONS LTD.
HEINO-MONEY GOLD ZONE

MINERALIZATION

Gold-bearing siliceous skarn occurs within a north-south steeply dipping
structure that follows a sedimentary-volcanic contact adjacent to a diorite siil.
Within the skarn, native gold occurs as disseminated 25 micron grains to coarse 1
cm flakes.

ZONE DIMENSIONS

Surface drilling and underground exploration has défined a northerly plunging ore
zone.

Strike - 650 feet
Down dip - 175 feet
Average thickness -  &.5feet

The zone is "open" along strike for an undetermined distance to the south. To
the north, the zone may be traced on surface though the Jenny, 950 and 1250 zones
for a distance of approximately 2600 feet.

DIAMOND DRILLING

A total of 83 surface and underground diamond drill holes have been drilled to
date. Drilling is continuing.

UNDERGROUND EXPLORATION

The following underground exploration has been completed:

Level Drift Sub Level Raise Total
(metres) (feet) (feet) (feet) (feet)
2050 470 - 240 720
2112 490 - 310 800
2116 - 82 40 122
2130 280 - 30 310
2136 - 119 30 149
2148 - 144 - 144
2160 360 345 195 555
TOTAL 1600 345 845 2790
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GOLD ORE RESERVES ESTABLISHED TO DATE
Average Drift

Level Lenth of Zone Round Assays
(metres) (feet) (oz/ton gold)

2112 108 1.63

2116 82 0.41

2130 102 1.60

2136 119 0.38

2148 40 ~ 1.41

2160 150 1.40

Screamer Raise 35 1.45

Heino Pit & Sub 100 0.95

No.l & No.2 Raises

- 2160 90 1.45

2160 Riase 105 0.45

Screamer Cut 80 0.41

Total underground exploration within zone 1,011 feet

Mining width 5.5 feet

55,000 tons
1.05 oz/ton gold

Reserve
Average grade from drift round assays

CURRENT PROGRAM

During the month of October, a surface diamond drill will explore the Jenny Zone
where geologic potential for increasing reserves is 50,000 tons plus.
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MEMORANDUM - BLACKDOME MINING CORPORATION

T0: Peter C. Busse, J. Scott Drever
FROM: Dave W. Rennie

DATE: November 28, 1988

SUJBECT: Tillicum Mountain

INTRODUCTION

The Tillicum Mountain property is a gold-silver prospect located near Burton,
B.C. It is approximately 20 minutes from Burton by dirt road which, in most
places is quite steep and narrow. The terrain in the area is quite rugged, and
most of the exploration work done to date has been above 2000 metres above sea
level. There was approximately two feet of snow on the ground at the time of our
visit.

GEOLOGY

The gold mineralization is contained in skarn zones in a roof pendant comprised
of rocks thought to be part of the Rossland Volcanics. This is significant as
this rock unit and tho apparently equivalent Nicola Group are known to host many
good deposits throughout Southern B.C. Several gold deposits in the W. Kootenay
region are related spatially to the Rossland Volcanics.

Gold occurs as fine-to coarse-grained particles associated with pyrrohotite,
pyrite, chalcopyrite, quartz and carbonate minerals along with minor galena and
sphalerite. Significant amounts of scheelite have been reorted as well. The
gold occurs as discrete grains associated, but not enclosed by, the sulphide
minerals. The skarns represant layers in the Rossland rocks which have been
metamorphosed by Cretaceous granodiorite intrusions.

RESERVES

Ore reserves quoted to date have been developed in two zones: the Heino-Money and
the East Ridge. The Heino-Money is a small, high grade shoot comprising 55,000
tons of proven and probable ore grading 1.05 ounce/ton. This zone has been
extensively explored with drilling and drifting and the reserve picture is farily
well known. There is limited extent to the zone down-dip and along strike due to
flattening of the structure and faulting. Exploration protential in the
immediate vicinity is Tow to moderate, although, there may be better potential at
some distance from the main zone if the trend of it can be followed.

The East Ridge zone contains the bulk of the reserves found up to now, with the
last published figures at 385,000 tons of 0.30 o.p.t. drill indicated and an all-
encompassing total of 1.6 million tons of a simi]ar grade referred to as "drill
inferred". I presume that "drill " n r ible"
ore. However, recent drilling has helped to confirm this larger tonnage figure
and it could now be considered as being the possible category. The continuous
nature of the lower grade ore suggests that a fair degree of confidence can be
placed on the drilling results, which, to date, have been remarkable in their
success rate. In addition, the underground work done on the zone has confirmed
or upgraded the drill results.
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COMMENTS

Overall, the work appears to have been done in a professional and competent
manner. The geologists on the site have done an admirable job of sorting out the
complex metamorphic stratigraphy and the drill and drift results have been
handled in a conservative and logical manner. I did not notice anything that was
obviously off-base in their approach to developing reserves or interpretation of
the drilling. They appear to be as, or evon more conservative that we are, with
the possible exception of the practise of cutting of assays, which they do not

do.

There is a need for some more drilling on the east Ridge Zone to test its down-
dip extension to see if it continues down to the camp elevation. That should be
accompanied by exploration drifts on at least one and, possibly, two more levels
to confirm the grade and thickness. In addition, interpretive work is required
to resolve the problem of gold-bearing structures parallel to the main zone.
There are at least four horizons that carry values and the drill intercepts from
all these zones were lumped together to come up with the tonnage figures quoted.
These zones must be isolated and reserve calculations made accordingly. A
careful look must also be taken at the distribution of gold across the zone, and
that the widths quoted do not contain too much material that is very low-grade.
This work will require that the drill sections, logs and assay sheets be acquired
and a careful, independent study made.

It should also be noted that exploration patential for this lower grade type eof
ore is excellent on the property. There is a good sized land-holding with some
very good propsects already discovered. In addition, there are several geo-
chemical anomalies to follow up on.

This property is, in my opinion, worth pursuing, provided that the drill data can
be gathered and studied to resolve the problems that I have outiined above.

(rtee é{;}’{,fﬂ CAff—lé—u ’ 2

Dave W. Rennie
Chief Geologist/Engineer



MEMORANDUM - BLACKDOME MINING CORPORATION

T0: Peter C. Busse, J. Scott Drever

FROM: Tom Colbourne,

DATE: November 29, 1988

SUJBECT: Accompanying Report to D.W. Rennie’s Report

on Tillicum Mountain Property of Esperanza

MINING METHOD POSSIBILITIES

The ore bearing structures are typically narrow "vein" type bodies, with
occasional areas of increased width. The structure is not a true vein in the
geological sense but for mining purposes one can assume that some type of narrow
vein method would be necessary. Apparently the rock quality and stability is
good, as seen in the East Ridge Zone 2062 metre level at the time of our visit,
and as indicated by onsite Esperanza personnel. No rockbolting or timbering has
been necessary in the normal course of exploration development to date. With the
dip of the structures being about 60 degrees a shrinkage method immediately comes
to mind, and with strict geological control of width would be a viable method for
the narrower sections of the structure. The possibility of encountering areas of
poorer rock quality sheuld not be overlooked, and a cut and fill method would
then be required. Since several of the intersections in drilling have indicated
widths of greater than 3 metres, a long-hole method of some kind could be
considered when practical.

Ideally, the Heino-Money Zone and East Ridge Zone would be interconnected from
underground, and ore would travel via a system of ore passes to a main haulage
level which would be situated at the same elevation as the coarse ore bin. The
topography and climate of the area would make haulage from portals via surface to
a millsite inefficient. The apparent vertical extent of the orebody Is from
about 1500m elevation to 2200m elevation or 700m on the East Ridge Zone. 1If
trackless equipment was chosen this would require 7km of ramps at a nominal 10%
grade to interconnect the various levels. For crew and materials transport an
internal shaft which would be drive as an Alimak raise would likely be necessary
also. The main haulage level at the 1500m elevation or thereabouts would
probably be suited to track. If a conventional track method was chosen only an
internal shaft with summer access to portals would be necessary. Ventilation and
winter heating requirements would be less with track haulage, and track also
lends itself well to a shrinkage method of mining. Initial development could be
done by portal access with trackless equipment on the various levels, with track
installed later one.

Further definition of the orebody by exploration development is necessary before
a mining method could be chosen to suit the character of the orebody.

TOPOGRAPHY AND CLIMATE

Slopes in the vicinity of the property are steep and snowfall is heavy.
Consequently a danger from avalanches must be addressed. In fact, e large
avalanche chute exists and was seen at the time of our visit between the Heino-
Money and East Ridge Zones. Roadbuilding is difficult due to persistent outcrop
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and high relief. Existing roads are single lane and would not be suitable for
year round access to workings. Proper roads would be expensive to build and
maintain. Vegetation in the area is dense cedar, hemlock, spruce, and alpine
fir. Numerous logging slashes are evident, and with probable high rainfall, a
possibility of flash floods exists and would have to be cansidered when building
roads and yards. Snow removal would be a significant expense.

WORKFORCE

The local workforce presently consists of mainly loggers and sawmill workers.
However, there is an operating mine at New Denver, with a resident workforce
which could contribute some employees. Historically, the area has supported
several small mines in the past but these workers would be of retirement age now.
A camp would be necessary during the construction phase. The present camp is
sufficient for about 20 workers. An additional 60 rooms or thereabouts would be
required. Ultimately the majority of the workforce would commute daily from
either Naksup (40km) or Burton (20km). To attract competent employees for kecy
positions a small camp would likely be required, with a shift rotation similar to
Blackdome, particulary during the startup phase after construction. This
remaining camp could be gradually phased out over the first few months of
operation once a local workforce is trained. Sinca Canada is experiencing a
coast to coast shortage of experienced miners, a workforce would need to be
trained regardless of where they originated. Therefore, training local people
would make the most sense.

POSSIBLE MILL/PLANTSITE LOCATION

There is very little flat ground within several kilometers of the minesite. A
mill/plant built on the edge of the slope would be possible, or a considerable
amount of excavation would be necessary to develop a flat site. A tram line
between the haulage level at 1500 metres elevation and a possible millsite
selected by Esperazana personnel some 5km away mey be viable.

Location for a tailings impoundment has not been selected as of yet. Several
locations are possible, all in a steep sided valley containing large creeks. Due
to the steep terrain a tailings site could conceivably be several kilometers away
at a lower elevation if necessary.

TRANSPORTATION

A company operated shuttle bus from Burton to the Minesite with no private
vehicles allowed on the mine property would work well. Without considerable
widening the existing road is unsuitable for safe private vehicle traffic. Radio
control would be necessary, since the area is being actively logged at various
times of the year.

CONCLUSION
Providing an economic deposit exists after further definition, start up of a 500

to 1000 ton per day operation could be realized in one to two years if environ-
mental permitting goes smoothly, and once detailed planning is completed.

G.T. Colbourne, P.Eng.
Mine Superintendent



MEMORANDUM - BLACKDOME MINING CORPORATION

TO: Robert J. Evans
FROM: Peter C. Busse
DATE: December 29, 1988
SUBJECT: Esperanza Project

I have done a conservative estimate on the capital and operating costs for this
project. It appears that the $20 million is adequate to bring this on stream.
The two critical unknowns are the mill capital costs, dependent on whether new or
used; and the tailings impoundment costs, dependent upon a rather expensive study
required ($200,000 approximately). Also, some attention should be given to more
metallurgical testing to assure no surprises are experienced. A complete
reliance on the shrink mining method should not be made as the ore appears to dip
much flatter at depth - at the same time there could be an application for some
sublevel longhole - the key is flexibility. I envision a combination of 2 to 3
different methods in use, dependent upon the situation.

Peter C. Busse
Mine Manager



ESPERANZA EXPLORATIONS LTD.
ESTIMATED COSTS

Ore Reserve/Ore Value

Assume 2 million tons at 0.22 ounces per ton
Gold US$400.00 per ounce

Exchange rate

Mill recovery

Value 0.22 x 400 x 1.25 x 0.92 = $101.20

Production Rate

500tpd Mill on 365 days peg year

Mine on 250 days per year

A ] b
700tpd mine rate required =y -

Mill

Capital cost to put
up mill at 500 tpd $10 - $15 million
Say $12 million

Operating Costs

Mining \ $50.00 per ton at 500 tpd
Milling ~$15.00 per ton at 500 tpd
65.00

Annual development
cost $4.00 per ton x $175,000 tons per year = $700M

CAPITAL
Total estimated expenditures to bring mine into production:

Mil $12.5 million

Mine $4 million —
Surface infr. $2 million lﬁVL// ¢
Tailings $1 million @ s
e, e
Total $19.5 million I

Contingency $0.5 million

1. The mine capital costs do not take into account that a full shrink operation
would require extra capital to bring 7 full stopes to completion before the
~mill is started. It must be noted that only 35% can be drawn from a shrink
stope daily until it is completed. This would come out in the detailed
engineering and would affect this number.

2. It should be noted that the overall operating cost could be reduced by up
to $10 per ton if Blackdome could handle the majority of the administrative
duties at the Blackdome site. i.e. payroll, purchasing, accounts payable,
personnel etc.
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CAPITAL (cont’d)

3. Inroads could be made in the tailings area - this is a big unknown at

present.
\
MINE CAPITAL - RETAIL qjyl*F

Development - 3,000 meters @ $750/m - $2,250,000
- rockdrills 180,000
- jumbos - 2 ~ 400,000
- mucking machines - ¢ 240,000
- scoops - 2 300,000
- slushers - 10 50,000
- motors and cars - 3 sets 250,000

miscellaneous pumps, fans etc 150,000

Total $3,820,000
(say $4 million)
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January 4, 1989

Mr. J. Scott Drever
President and Chief
Executive Officer
Blackdome Mining Corporation
120 Adelaide Street West
Toronto, Ontario

M5H 1Tl

Re: Tillicum Mountain Gold Property

Dear Mr. Drever:

As requested, I visited the offices of Esperanza Explorations
Ltd. in Vancouver and examined the documentation related to the
reported reserves for the above property.

All data were supplied by Esperanza; Mr. John Brock, President,
and Mr. Wayne Roberts, Exploration Manager, were very cooperative
and answered all gqueries and requests for additional information
and amplification. Most of the information examined and reviewed
was in summary form with detailed back-up data reported to be at
the property site. '

In general, the information made available was sufficient for the
purposes of this examination, that is, to review the reported
reserve numbers and the process used to produce these numbers.
Inasmuch as Blackdome professional staff have visited the
property to observe the geology and mineralization first hand and
have set out their observations in internal company reports, the
following commente and opinions are confined to the reserves
only.

The mineralization is fine to coarse gold in quartz-carbonate-
pyrite skarn zenes. There are two separate deposits, the Heino-
Money and the East Ridge, with the former possibly a faulted
segment of the latter (see attached Esperanza report, "Tillicum
Mountain Gold Project"). The property also contains other
mineralized areas of interest. :

Heino-Money Deposit

Reserves are reported by Esperanza as follow:

Proven and Probable: 55,000 tons @ 1.05 oz Au/ton

SUITE 915 - 300 BAY STREET, TORONi;O ONTARIO, CANADA MSH 2Y2
‘Telephone {416) 362-5138 Fax (418) 362-5763
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This high grade deposit has been drilled extensively and explored
by drifting and raising. Using drill hole data, both from surface
and underground, plus face samples, Esperanza calculated reserves
as 55,000 tons averaging 1.14 oz/ton. No_cut-off criteria ware
applied. For dilution purposes, assay data were expanded to a
minimum 8' width to obtain the average grade, while a minimum of
5.5' was utilized to determine tonnage. (This somewhat unusual
procedure apparently was applied te appreximate a mining
reserve.) Some 3,800 tons of muck samples were assayed for an
average value of 1.05 oz/ton, and this slightly lower grade was
incorporated in the reported reserves.

No cutting or other adjustments were made as regards very high
grade gold values and, considering the extensive work carried out
to date, no such adjustment may be warranted. It muet be noted,
however, that on an ounces/foot baeis, a eingle drill hole
accounts for 36 per cent of the total gold found in 86 drill
holes in the zone; four drill holes account for two-thirds of the
total gold (see Table I).

Not all of the underground drifting is on the mineralized
structure in the Heino-Money zone. Esperanza staff state that
only muck and face samples from the mineralized 2zone were
included in determining the average grade of the depasit. It may
not be that easy to distinguish between mineralization and waste
in mining, and the selectivity applied as to which samples should
be included in the average grade determination, needs to be
treated with cautidn. It is my opinion, however, that the
extensive drill hole data provide support for the reported
average muck grade.

Potential for discovering additional reserves at Heina-Money
appears somewhat limited by the geology and exploratory drilling.
It is not unreasonable to expect that the reserves can be
increased by about 50 per cent but of lower grade than that
delireated to date.

It is concluded that the proven and probable (mostly proven)
recoverable reserves in the Heino-Money zone total 50,000 tons at
an average grade of 1 oz/ton.

—

The potential exists for an additional 25,000 tons averaging
about 0.5 agz/ton. :

Mo Inces
_ . .3
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SUMMARY OF DRILL HOLE ASSAYS IN IONK
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4.00
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| AVERAGE
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GRADE | 02/PT. |
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1.10 | 12.32
0.63 1  6.62
0.09 { . 0.30
0.07 {  0.61
7.10 1 14.91
0.42 1 1.26
0.311 1.0
0.24 | 1.66
0.00 1  0.40
0.12 1  0.08
0.11 1 0.23
0.12 1 0.23
0.01 1 0.08
0.0 {  0.30
1.02 | 6.5
0.11 1 .39
0.26 |  1.69
0.21 1 1.3
0.00 |  0.06
0.24 1  1.26
0.57 1  2.1?
0.06 { 0.3
0.35 {  0.53
1.60 | 6.40
1.63 1 s.n
1.00 t  5.00
0.16 |  0.40
0.22 | 0.53
0.11 | 0.2
0.26 |  0.32
0.00 |  0.00
0.14 | 0,95
0.2 1 1.9
0.22 |  1.10
0.0 1  0.69
0.00 1 0.00
0.30 1  0.63
9.26 | 29.3)
0.04 | 0.13
1.1 1 5.%50
0.131  0.20
0.111 0.3
0.05 1 0.4
0.10 1  0.43
9.46 | 37.04
___3;41%_1 96.30
.56 | 15.38
0.00 1  o0.0¢
I 195.53
0.2 1 0.7
0.57 | 2.2
0.06 | 9,36
0.00 |  0.08
0.02 1 0.10
0.02 i 0.10
0.12 1  0.8¢
0.12 1  0.66
0.351 1.9
0.00 |  0.00
0.02 |  0.10
0.20 |  1.30
0.10 | . 0.30
0.03 |  0.20
0.22 1  1.08
1.20 | 10.20
0.20 1  0.40
0.17 1 1.36
3.2 1 19.44
0.06 1  0.52
0.11 1 1.3
0.32 1 0.9
0.0¢ |  8.20
0.08 | 0.32
1.57 | 6.39
0.02 |  0.15
0.07 1 0.3
0.22 |  0.68
0.34 1 1.3
0.51 1  2.30
0.47 1 4.4%
1.10 | 4.40
0.06 |  0.30
0.04 t  0.20
0.25 1 ).79
0.37 1  1.89
0.27 1 1.39
'... cossmenjoncrmnmn-

]
1.13 1 $35.30 1

‘TABLE I
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East Ridge
Reserves for the East Ridge deposit are reported by Esperanza as
follow:
Drill indicated: 385,000 tons @ 0.30 oz/ton
Drill inferred: 1,600,000 tons @ 0.17 oz/ton

The major portion of the Tillicum Mountain resource is located in
the East Ridge deposit. It contains 389,000 of a total 447,000
ounces of gold identificd to date by Esperanza.

The drill-indicated reserves have been calculated from the data
of 56 relatively close-spaced surface drill holes. Underground
drifting is in progress.

The East Ridge deposit is made up of several (4?) sub-parallel to
parallel mineralized skarn horizons within a broad, altered zone
that dips at about 60° near surface and flattens out to about 40°
at 1,200' depth.

Esperanza's reserve determination is based on drill hole data
only. For the drill-indicated category, a block of reserves was
calculated for each drill hole intercept based on a geological
interpretation that identified the separate mineralized horizons
and projected these horizons from one drill hole section to the
next for continuity. Individual blocks were extended helfway to
the next drill section, usually 40 to 60 feet (but ranging from
20 to 100 feet), and up- and down-dip to the next drill hole on a
similar basis. Details are set out in the attached Esperanza
report, "East Ridge Zone 1988 Drill-Indicated Reserve Summary".

The overall methodology applied by Esperanza is reasonable and
the extent of interpolation and extrapolation of drill hole gold
values is acceptable. Basic to Esperanza's reserve determination
is the geological the parate parallel

mineralized zones and their continuity from one drill hole
section to the next. Alternative geologic scenarios such as
numerous, discontinuoue parallel lenses or en echelon lenses of
mineralization would invalidate Esperanza's reserve calculation.
Esperanza's senior staff is confident about the identification of
each mineralized zone and assures me that there is little doubt
about the geologiceal interpretation as currently used.
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What is lacking at_ present__lisf,a‘ggzgphl presentation of the
réserve blocks within each of the four main mineralized horizons
to show how the blocks are connected and related to form a
coherent reserve. Constructlon of such plans/sections, I was
told, is the next step.

Detailed assay logs of the drill holes, as well as assay
certificates, were made available to me. Checks were carried out
by me to ascertain the correctness of the values used in
individual reserve block calculations as reported by Esperanza in
the 1988 Reserve Summary. No significant errors were noted, but
the following comments are applicable:

1. Esperanza states that no cut-off «criteria were
applied. The calculated reserves, therefore, include
a few blocks with a grade as low as 0.06 oz/ton or a
width as narrow as 3.0 feet. The minimum grade-
thickness for a block included in the reserves is 3.0
feet of 0.11 oz/ton (Zone A-1 in drill hole 84-86).

2. Esperanza's staff stated that the objective of the
reserve calculation was to maximize grade. This led
to situations of including narrower sections of
slightly higher grade from a much thicker intercept
of very similar grade. For example, in drill hole 88-
175, a section of 14.5 feet grading 0.17 oz/ton was
utilized from a 19.0' section averaging 0.16 oz/ton;
in hole 83-65, 4.0 feet at 0.12 oz/ton was used from
an intercept of 8.5 feet averaging 0.10 oz/ton.
(However, maximization of grade was not applied
consistently, and in several instances wider, lower
grade widths were used by Esperanza.)

3. The intercepts used for reserve purposes are not
necessarily those plotted on sections or generally

reported. \/Lgii¢1Jﬁf_

4. In several locations, the character of the
mineralization appears to be that of a very narrow
(1-3 feet), high grade zone with strong assay cut-
offs on both sides. In a number of checks carried
out, the reported intercept used for reserve
calculation is made up of 1 to 3 feet of excellent
grade expanded to the reported width by including
essentially waste material. For example, in hole 88-
148, the intercept used in the reserve calculation is
7.0 feet of 0.57 oz/ton, which is actually made up of
1.0 feet of 3.5 oz/ton and little else of value.
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The limited underground work to date ﬁas confirmed the presence
of the deposit. Grades, overall, are reported similar to that
found in drill holes.

Including dilution, the mining reserve from Esperanza's drill-
indicated reserves is estimated by me to be on the order of
500,000 tons averaging 0.20 to 0.25 oz/ton, or 100,000 - 125,000
ounces of contained gold.

The reported drill-inferred reserves are located mainly on a
northerly extension of the drill-indicated reserves. The only
difference in the classification of these reserves is the lower
density of drilling. A 'general outline' method has been employed
by Esperanza to estimate the drill-inferred reserves, using
intercepts from 21 drill holes (see Table II). Only one horizon
was used by Esperanza for this estimation.

Esperanza staff expect the average grade of the inferred reserves
to increase with closer-spaced drilling. It is their. contention
that close-spaced drilling on the East Ridge deposit increases
the average grade based on experience with the indicated reserve
block. If, indeed, the mineralization is 'nuggety', as has been
shown to date, this is a valid argument.

The methodology used to estimate the drill-inferred reserves is
simple but valid for this category of mineralized material.
Because of the drilling, these reserves almost qualify for
classification as indicated (or prbah&e). If one expands several
narrow intercepts, included by Esperanza, to mining widths, the
drill-inferred reserves total about 2 million tons averaging
about 0.15 oz/ton, or about 300,000 ounces of contained gold.

Based on the general geology, the down-dip potential of the East
Ridge deposit may be expected reasonably to be equal to the
mineralization outlined so far, that is, about 2.5 million tons
at about 0.20 oz/ton.

Other Prospective Areas

Several other areas of potential economic gold mineralization
occur on the Tillicum Mountain property. The nearest is the Jenny
zone, possibly an extension of the Heino-Money zone, and
estimated by Esperanza to have a potential of 50,000 ounces gold.
Other areas of interest include the Strebe 'deposit' where
drilling is continuing (best intercept to date: 12 feet of
1.3 oz/ton); the Grizzly zone; and the Arnie Flats area.
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NORTH EXTENSION
WEIGHT
DRILL HOLE NO. INTERVAL THICKNESS ASSAY AVERAGE
(Feet) (Feet) (Gz/Ton Gold
84-89 202.0 - 205.0 3.0 0.14 0.42
88-171 116.0 - 120.0 4.0 0.10 0.40
88-172 131.0 - 133.5 4.3 0.03 -
88-187 373.0 - 377.0 4.0 0.12 0.48
88-188 340.5 - 345.5 3.0 0.03 0.25
88-189 449.0 - 454.5 J3.9 0.55 3.01
88-194 815.5 - 822.0 6.3 0.15 - 0.98
88-195 1061.0 - 1066.0 3.0 0.04 0.20
88-196 *ﬂ.o o 977.0 9.0 0012 1-“
88-200 1308.0 - 1322.0 14.0 0.10 1.40
83"'201 1%‘-0 o 15?2-0 8.0 0- 12 0.96
88-202 1203.0 - 1207.0 7.0 0.16 1.12
€8-203 1092.0 - 1102.0 10.0 0.21 2.10
€8-204 472.0 - 478.3 I 8- | 0.13 0.98
m‘m 718-0 - T722.3 400 o-w 0.32
88-206 717.0 - 724.0 7.0 0.10 0.70
88-207 459.5 - 470.0 10.3 0.30 3.13
88-208 323.3 - 534.0 8.3 0.14 1.19
83-209 248.0 = m-o 8.0 0-0‘ 0-@
83‘210 m.S = 273-0 9.5 0-30 2.90
88-211 295.0 - 301.0 6.0 0.42 2,52
TOTAL: 154.5 0.17 23.36
AVERAGE THICKNESS — 7.0 Feet
AVERAGE GRADE - 0.17 0z/Ton Gold
RESERVE BLOCK
2100 ft. x 1300 ft. x 7 ft. = 1,600,000 Tons winrd yy

2n/11/88
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General Comments

The following additional comments are noted:

1. Specific gravity: No specific gravity studies have
been carried out on Tillicum mineralized material.
For reserve determination, Esperanza has used 12
cu.ft./ton. From specimens of the mineralization
shown to me, I judge this density factor to be
reasonable.

2. Plans and sections examined are metric; all reserve
determinations and calculations of volume and mass \/
are in Imperial units. Sooner or later an error will
resultl

3. The gold is said to occur as free gold, and mill
recovery of 92% is reported.

4. Limited tests @of cyanide extractable gold éssays
versus fire assays have been carried out; fire
assaying always gave the higher value.

5. Gold/silver ratios are reported as about 1l:1; the
gold is said to be 850 fine.

Copies of available plans and sections of the deposits were
obtained from Esperanza and these will be delivered to you under
separate cover.

Conclusions

Tillicum Mountain appears to be an attractive gold property where
mineable reserves of 50,000 tons, averaging 1 oz/ton, plus
500,000 tons, averaging about 0.20-0.25 oz/ton have been outlined
in two deposits. Inferred reserves, with a high level of
confidence, total about 2 million tons at about 0.15 oz/ton.
There exists a potential for almost doubling the total identified
reserves at the two deposits, as well as exploration potential
elsewhere on the property.

Yours sincerely,

- MICON INTERNATIONAL LIMITED

. Grace, P. Eng.

Attachments



ESFERANZA EXFPLORATIONS LTD.

TILLICUM MOUNTAIN PROPERTY

EAST RIDGE ZONE

190988

DRILL INDICATED RESERVE SUMMARY




ESPERANZA EXPLORATIONS LTD.

TILLICURM MOUNTAIN PROPERTY
EAST RIDGE DEPOSIT
1968 DRILL INDICATED RESERVE SUMMARY
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ESPERANZA EXPLORATIONS LTD.

15th Floor, 675 W. Hastings Street, Vancouver, B.C., Canada V6B 1N2
Facsimile (604) 687-2419 e Telephone (604) 687-1658

TIXL L. ITCUM MOUNTAIN GOLD FROJECT

Diamond drill results continue to establish gold reserves now
estimated at 2 million tons grading 0.22 ounces per ton gold at
Esperanza’s Tillicum Mountain gold deposit in southeastern British
Columbia.

1. GOLD RESERVES

TONS GRADE (GOLD) OUNCES GOLD

Heino Money Zone
Proven/Probable 55,000 1.05 ozs/ton 97,730
East Ridge Zone
Drill Indicated 385,000 0.30 ozs/ton 117,000
Drill Inferred 1,600,000 0.17 ozs/ton 272,000

TOTAL: 2,040,000 0.22 ozs/ton 446,700
Exploration Potential - Open along strike and to depth.

2. OTHER EXPLORATION TARGETS:

Strebe Zone - 24 holes completed /
- best intersection - 1.3 ounces/ton gold/12 feet
further drilling planned

Grizzly Zone - further drilling planned

|

Arnie Flats further drilling planned

3. EXPLORATION EXPENDITURES:

Actual - 1981 to date $8.0 million
Budget October-December, 1988 $1.5 million
4. PROPERTY OWNERSHIP:

100 percent subject to 3% net Samelter Return Royalty

15/11/88



ESPERANZA EXPLORATIONS LTD.
TILLICUM MOUNTAIN PROPERTY

GOLD & SILVER
DEPOSITS
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MINERALIZATION

Multiple gold bearing quartz-sulphide skarn horizons occur within a
sequence of sediments and volcanics containing sills of diorite porphyry.
Native gold occurs as 0.2 ca flakes to 30 micron grains. 6old bearing
horizons are related to quartz—sulphide alteration fronts associated vith
porphyry bodies.

ZONE DINENGIONS

To date, 4 gold bearing horizons have been identified through
sur face exploration and diasond drilling. The horizons appear to be
stacked at regular intervals throughout the sedisent-volcanic package.
The "A" horizon is drill indicated to a depth of 1000 feet. All three

upper horizaws are opmn to depth.

Drill defined to date: Strike ..ccccccecee. 3500 feet
Down Dip ccsvecevece 1200 feet
Average Thickness .. 5-7 feet

DIAMOND DRILLING

- "bleg mill“ Pinl’ to lm seswse ﬁ
— Holes Drilled to Date in 1988 .... 73 (up to EBS-211)

Total Holes to Date: 100

NDER

Crosscut (2118 Metre Level)

A 200 foot underground crosscut was established in 1984 to compare
drill hole grades to drift grades. An intersection of an upper zone in
hole 61 grading 0.41 oz/ton gold over 4.9 feet was increased to 1.83
oz/ton gold over 4.0 feet in drift vall saaples. The "A" horizon vhich
had anomalous gold values in the drill hole assayed 0.24 oz/ton gold over
S.7 feet in the drift.

Drift (2062 Metre Level)

The 800 foot long 2060 metre level drift is currently being driven
southwards through the deposit within the "A" horizon. Raises and a
crosscut to other horizons will be constructed after cospletion of the
drift.

13/11/68



_ GOLD ORE RESERVES ESTABLISHED 7O DATE

DRILL INDICATED RESERVES
Tons Grade
(oz/ton gold)
A-1 Horizon 23,640 0.59
A Horizon . 275,410 0.23
B Horizon 92,510 0.35
C Horizon 43,440 0,43
Total 385,000 70.30

CURRENT PROGRAM

————
p————

Sunces 6Gold

13,903
51,648
32,716

117,005

The fall drilling program will evaluate potential reserves along the
2000 foot northern strike extension from presently indicated reserves.
Geologic potential to the north and south of the presently indicated
The drifting progras on the
A Horizon is required to bulk sasple and evaluate drill indicated gold
grades. The underground prograa is expected to improve overall average
grade of the deposit. Current plans call for both surface drilling and

reserve is an additional 1,600,000 tons plus.

underground programss to year’s end.
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ESPERANZA EXPLORATIONS LTD-
TILLICUM MOUNTAIN PROJECT—EAST RIDGE GOLD ZONE
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