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ESKAY CREEK PLAY

Calpine Res, Inc, Cons, Stikine Silver Ltd,

Listed: June 21, 1984 January 8, 1985

VSE Symbol: CLP CK1

Price Range: H L H L
December 28, 19885 2.59 § 2.43 S12-37% SI1-3/3
Last 30 days: 2.70 2510 12-3/8 5-1/4
Last 90 days: 2.70 .18 12-3/8 0.28
Last 52 weeks: 2.70 .18 12-3/8 0.25

Shares issued: 12,597,000 1,965,000

Shares escrowed: 750,000 250,000

Reserves: 700,000 - 1,000,000 tons 50% Calpine Res,/50% Cons.

Grade: + 0.45 0z Auand + 1.0 oz Ag per ton Stikine Silver

The Property

The Eskay Creek gold and silver property, owned equally by Calpine Resources Inc.

and Eonsoiidated Stikine Silver L1d., is currently the subject of a major promotion-
on. the Vancouver Stock Exchange. The objective of this review is to place the
Eskay Creek discovery in perspective with regard to other recent gold discoveries’

in the area. Eskay Creek lies 60 miles northwest of Stewart, B.C. between the
Iskut River and Sulphurets Creek gold camps. The Calpine/Cons, Stikine property
consists of 33 mineral claims (see attached claim map). Calpine, the operator has
earned a 50% interest by expending $900,000 to date.

Ge&l?gy and Mineralization

The 1prr.v,:rer*xry,f is underlain by volcanic and sedimentary rocks of Jurassic age which
dip under younger sedimentary rocks to the north., The current area of drilling,
known as the "21" zone, straddles the north-northeast trending contact between a
lower rhyolite and an upper andesite-basalt unit. A lens of graphite-rich shale
occurs at the rhyolite-andesite contact,
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Gold fand silver mineralization is associated with the black carbonaceous shale
which is in contact with the rhyolite and andesite volcanics, The best precious
metal grades (+1.0 oz Au per ton) appear to be associated with narrow sections of
massive stibnite, characterized by abundant realgar and orpiment. The stibnite
mineralization occurs within broader zones of silica and pyrite, which measure
several tens of feet in thickness, and grade 0.1 - 0.2 oz. Au per ton. This is
enclosed by widths of 75 to 200 ft. of lower grade gold mineralization (+0.03 oz Au
per ton). Minor amounts of copper and lead are also present,
|

Possii:le Reserves

At least eight elongated zones with potential gold mineralization have been

_outlined on the Eskay Creek property by the presence of exposed low grade gold
and silver mineralization and by soil geochemistry (+100 ppb Au, +1.0 ppm Ag).
Each zone measures several hundreds of feet in length, and occur on strike to the
south of or parallel to the "21" zone, Drilling on the "21" zone in 1985 intersected
only the shallow upper portions of the low grade gold mineralization with values in
the range of 0.03 to 0.13 oz gold per ton. Trenching over a strike distance of 1,000’
and a width of 100 ft. returned similar gold values.

Calpine Resources Inc, obtained an option on the Eskay Creek property from Cons.
Stikine in early 1988, and in October drilled six holes in the "21" zone, Three of
these holes (DDH 88-3, 5 and 6) intersected significant gold mineralization, the
best of which was 0.73 oz Auand 1.12 oz Ag across a drill interval of 96.5 feet. A
furthgr 6,880 feet were drilled in the same zone between mid-November and mid-
December, 1988. Results have been published for two of these holes. Both holes
appear to have been drilled on the same cross section as DDH 88-6. Hole DDH 88-
9 intersected the "21" zone 60 ft. above and DDH 88-7 cut it 40 ft. below the
intersection in DDH 88-6. Hole 88-7 was drilled to a depth of 620 ft.

The significant drill results are as follows:
|

DDH: From To Length (it) oz. Au/T oz. Ag/T
83-3 | 1.2 ase.n 242.1 0.136 2.03
- incl. Fl2.2 122.0 ok 0.314_ 0.70
189.3 2188 295 D.217 0.91
: 251.6 304. 1 52.5 0,280 1.14
88-3 283.8  "301.1 21,3 0.200 0.29
8%-6 294.6 391.1 9.3 1.13
incl, 301.2 353.7 2 1.99
28-7 353.4 510.8 7.5 0.20
: incl, 353.4 387.8 34.4 0.422 0.62
: 461.6 510.8 49.2 0.208 0.21
88 - 201 .4 475.3 273.9 gi172 1.47
incl. 201.4 260.4 59.0 2,77
450.7 475.3 25.6 0,240 0.98
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The locations and dips of DDH 88-7 to 13 have not been published, but it is known
that these holes were drilled in the same area as DDH 83-3, 5 and 6, thhm_a strike
distance of 540 ft. The five holes with significant intersections of better than 0.2
oz gold per ton average 0.45 oz. gold per ton over an average width of 58.5 ft. The
true thickness is believed to be closer to 40 ft. With these broad parameters it
appears that the "21" zone has dimensions of approximately 540 ft. x 40 - 58.5 ft.
1f a depth of 400 ft. is assumed for the mineralization, the zone may contain
possible reserves of 700,000 to 1,000,000 tons with grades of + 0.45 0z gold and +
1.0 oz. silver per ton. On the basis of the number of shares issued this 1s
equivalent to 0.018 oz gold per Calpine share and 0.115 oz. gold per Cons. Stikine
share, Because of the long drill intersections of lower grade gold mineralization,
possibiLe reserves could easily be doubled by lowering the cut-ofi grade.

s --“‘-Eﬁﬁp‘ﬁf’é‘ﬁ?fé‘ﬁata on reserves, grades and prices of junior resource companies with
gold deposits in the area are tabulated below:

| oz Au Price per
ﬁ Reserves Grade  Total Shares per Price 0.01
Company | (Tons) {0z Au) oz Au Issuved Share 12/28/38 oz Au

Skyline ExplnLtd. 1,088,000 0.71 772,480 8,024,000 0.096 10-5/8 $ 1.1l
Delaware Res. Ltd, 623,000 0.64 402,000 24,151,000 0.017 4.40 2.59
Granduc Mines L td. 828,000 0.71* 588,830 6,243,000 0.094 2.85 0.30
Newhawk Gold 1,242,000 0.71* 881,820 11,123,000 0.079 3:.23 0.41
Calpine Res, Inc. 500,000 0.45 225,000 12,597,000 0.018 2.50 1.3%
Cons. StikinefSilver 500,000 0.45 225,000 1,965,000 0.015 12.00 1,04

* Gold equivalent = Au + Ag/70.

Manag:émem

1

The priime importance of promotional talent in the management group is reflected
in thelprice of the stock relative to its "in the ground assets”. The common
denoanator in the higher priced stocks listed above is that both Delaware and
Calping are controlled by Murray Pezim, who is a promoter "par excellence". One
should note that Skyline is now in production, Delaware, Newhawk and Granduc are
at the feasibility stage with possible production in 1990, while Calpine and
Consolidated Stikine are only at the exploration stage, and have yet to define a
gold orebody. With Mr, Pezim it is virtually impossible to predict what the stock
will do, or what deal may be made in the future.

Among the directors of Consolidated Stikine are Andrew Robertson, John Toffan
and Alex Briden who have been around the Vancouver exploration scene for a long
time.
|
Financjal Status
- I
With Murray Pezim and Prime Capital in the foreground, Calpine will have

whate({er funds are required to take the Eskay Creek property to production if
necessary., NIM Resources Ltd. Partnership also took down ],000,000 Calpine

D. L. CODKE AND ABBSLOCIATES LTD.
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shares:at $0.40 in mid-1988. Consolidated Stikine is well funded, having completed
a private placement in June, 1988 to issue 500,000 shares at $0.35 each, with
warrants for another 500,000 shares at $0.45. More recently a private placement
was announced for the issue of 100,000 shares at $10.00 each,

Tradin& Pattern
]

The 1988 trading charts for Calpine and Cons. Stikine indicate moderate increases
in prices over the summer months, followed by substantial decreases between
September and October, 1988. The next move came on the release of the first set
of drill results in mid November. Further price increases have followed with the
release of each additional drill hole result, In the past six weeks, Calpine has gone

~ from§2:00to-$2.50 while Cons. Stikine has gone from $4.00 to $12.00. The current

prices appear to have moved ahead of possible drill reserves. There are also
rumours that Prime Capital (Pezim) has offered to take over Cons. Stikine. This
may account for the late move in the price of Cons. Stikine,

Other Players
Four companies with properties adjacent to Calpine deserve some comment. These
companies are:

; Company Shares issued Price Dec 28/88
Canarc Res, 1,905,000 $ 0.85
American Fibre Corp. 4,531,000 0.55
Cons. Silver Butte 4,385,276 0.62

Adrian Res. 2,000,000 0.62
! j

Canarc Resource Corp, owns the GNC claims which surround the Calpine/Cons,
Stikine property. These claims also include a pie-shaped fractional claim which
occurs. between DDH 88-6 and 88-3 and covers a portion of the "21" zone, A
paraliel Au, Ag, Cu, Pb, Zn zone occurs on the Canarc property to the south and
east of the "21" zone. Calpine has an option to earn a 30% interest in the Canarc

property.

American Fibre Corp. and Cons. Silver Butte jointly hold the SIB claims which lie
on strike southwest of the Calpine claims. The gold mineralized structures
probably extend onto the Amer, Fibre/Silver Butte property and are indicated by
northeast trending gold, silver, antimony and silver geochemical anomalies. Adrian
Res. holds the claims adjoining the north boundary of Calpine.

Possible 1989 Scenario
'\

With additional good drill results early in 1989, the stock prices could be promoted
higher, 1f future drill results are poor the downward price movement will be large.
Although I am not brave enough to recommend these stocks at current prices my
guess is that DDH 88-8 to 13 will at the worse show long intersections of +0.1 oz,
gold per ton. Drilling on the other mineralized zones could provide more good
results later in 1989, The property now warrants a major drill program of
+20,0q0 ft., employing more than one drill rig.

|
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Conclusions

E«:oncémic grade gold mineralization has been encountered on the Eskay Creek
property over wide intersections in five drill holes within a strike distance of
540 ft. These results suggest that a gold deposit with reserves of 1,000,000 tons or
more will be outlined. Although some geologists feel that the gold mineralization
is of @ massive sulfide volcanogenic type, the antimony and arsenic mineralogy
(stibnite, orpiment, realgar) implies a Tertairy epithermal genesis, localized by
north-northeast fault structures. The presence of economic sections of gold
mineralization (+0.2 oz. Au) within broader low grade gold areas allows ample

Al op‘por‘}funity to define a modest tonnage high grade deposit (+0.3 oz, Au) within a

large tonnage of near surface open pit ore grading + 0.1 oz. gold per ton, The
Eskay Creek play could run for a whole year.

Prepared by:
; D.L. COOKE AND ASSOCIATES LTD.

Disclaimer: This report has been prepared from sources considered reliable but the
inforﬁ% ation contained herein cannot be guaranteed. The writer believes that the
information reviewed is available to the public from various sources, The use of
information from this report is done solely at the risk of the user. The writer owns
shares of some of the companies discussed in this report.

To olétain future issues of Market Talk, complete and mail the following
Subscuiiption Form,
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