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Rebagliati Geological Consulting Ltd.

SUMMARY AND CONCLUSIONS
The Spray Creek gold property lies within the Lillooet placer gold district. Gold

on the property was first discovered in quartz veins by conventional prospecting
in the 1960's. This occurrence was subsequently rediscovered as a result of
regional multielement geochemistry undertaken during porphyry molybdenum
exploration in 1978.

In 1981, Duval International Corporation drilled four holes in the Spray Creek
area to test porphyry molybdenum mineralization associated with two
porphyritic quartz diorite intrusions. Holes CH81-! and CH81-2 cut low grade
porphyry mineralization. Holes CH81-3 and CH81-4, drilled within coincident
gold, arsenic and molybdenum soil anomalies, cut potentially significant gold
intersections with hole CH81-3 returning 3.0 m of 2100 ppb gold (0.061 oz/ton)
and hole CH81-4 assaying 3670 ppb gold (0.107 oz/ton) across 21 metres.

In September and October of 1986, Southern Gold Resources Ltd. undertook
investigative geological examinations and a 6-hole, 264 m diamond drilling
program to substantiate Duval's results and to ascertain the characteristics of
the gold-bearing structure.

The surface geological work determined that a series of white quartz veins
cross-cut porphyry molybdenum mineralization which is hosted by porphyritic
quartz diorite and by enclosing biotite hornfelsed sediments. The quartz veins

are widely distributed throughout Duval's coincident gold, arsenic and

molybdenum soil geochemical anomalies. The veins range from 0.1 m to 1.6 m
thick, frequently branch and have consistent east-southeasterly strikes (900 -
130°) and moderate to steep northerly dips. Chip samples of surface exposures
of these veins demonstrated that some contain anomalous concentrations of gold
in spite of strong surface oxidation.

The 1986 Phase I diamond drilling program returned potentially significant
intersections from holes 86-1, 86-4 and 86-5, where 1.75m, 1.0l m and 0.88 m
intervals contained 3200, 3300 and 10270 ppb gold respectively, substantiating
that appreciable gold concentrations exist within the core of porphyry
molybdenum mineralization hosted by the prophyritic quartz diorite intrusion.
The gold mineralization is associated with a set of late, cross cutting, white
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quartz veins and possibly with an earlier set of grey coloured quartz veins.
Continuity of the veins and gold mineralization within the veins has not been
established.

Additional exploration comprising extensive systematic rock and talus fines (soil)
sampling followed, on a success-contingent basis, by diamond drilling, is
warranted to evaluate the auriferous mineral zones on the Spray Creek property.
A two-stage $252,000 program is proposed.



Rebagliati Geological Consulting L td.

INTRODUCTION
In September 1986, Rebagliati Geological Consulting Ltd. was commissioned by

S. Quin, Vice-President of Southern Gold Resources Ltd., to undertake a
geological investigation in conjunction with a Phase I diamond drilling program
on the Company's Spray Creek gold property situated south of Lillooet, British
Columbia and to make an appraisal of the results.

Work in the district dates back to the 1860's with the discovery of placer gold on
gravel bars along the Fraser River below Lillooet. The Spray Creek area was
staked in the 1960's to cover auriferous quartz veins hosted by gossanous
porphyritic quartz diorite and gossanous biotite hornfelsed sediments. Other
than modest hand trenching on a few veins, little work was apparently
undertaken. During the period 1978 to 1981, Duval International Corporation
staked the Spray Creek area to cover silt samples anomalous in molybdenum,
arsenic and gold. A soil (talus fines) geochemical survey outlined a 500 x 1000 m
gold, arsenic and molybdenum anomaly situated over a porphyritic quartz diorite
intrusion and the immediately-enclosing hornfelsed sediments. Four diamond
drill holes were sunk by Duval to investigate the porphyry molybdenum potential
of two intrusions. All holes intersected typical porphyry-type quartz stockwork
mineralization throughout their lengths. Grades averaged in the order of 200 to
300 ppm Mo. Fifteen metre composite samples were checked for gold. Hole
CHB81-3 returned a three-metre interval grading 2100 ppb gold and hole CH81-4

returned 21 m grading 3670 ppb gold, including a 3 m interval grading 7860 ppb
gold (McKillop 1981).

Other than one-day property examinations made by geologists from other
companies, little exploration of consequence has been undertaken on the
property since Duval's work. A small reconnaissance soil survey undertaken by
P. Christopher, P. Eng., in 1985 returned values anomalous in gold and arsenic.
This anomaly has not been re-examined.

This report is based upon a study of all available data, including government
publications, private company reports and field examinations by the writer
conducted concurrently with the supervision of the diamond drilling program
during the period September 21 to October 12, 1986.
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LOCATION AND ACCESS
The Spray property is situated 6 km west of the Fraser River and 16 km south-

southwest of the village of Lillooet, in the Lillooet Mining Division. It is
centered at 500 32N latitude, 121953'W longitude in south-central British
Columbia (Fig. ).

Lillooet, located on the British Columbia Railway main line, is a regional supply
centre. Driving time from Lillooet to Vancouver, via Highway 12 and the
TransCanada Highway or alternately via the Duffy Lake road and Highway 99, is
approximately 4.5 hours,

Access to the claims is by helicopter. Utilizing a Bell 206B helicopter, average
flight time from the Lillooet airfield to the area drilled is 0.3 hours.

There is currently no road access to the claims. Road access could be
constructed from the Texas Creek-Molybdenum Creek road with considerable’
difficulty. Precipitous cliffs at lower elevations, avalanche shoots and
considerable outcrop at higher elevations represent major obstacles to road
construction. Construction costs of a road built to logging road standards is
estimated at $85,000/km.

The area experiences light to moderate rainfall in the fall and early spring.
Summers are hot and dry. Above 2000 m the area is virtually devoid of trees

with variably thick stands of jack pine and spruce occurring at lower elevations.

CLAIMS

The property is comprised of 11 Modified Grid claims totalling 130 units. The
writer examined only the Legal Corner Posts for the Spray | and Spray 2 claims
and can pass no opinion on the manner of staking, nor can he verify the position
of the claims as depicted on the accompanying plan (Fig. 2). The following
information was obtained from government and company records.
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Claim Name Record * Tag # Units Staking Date Expiry Date
SPRAY 1 3129 97592 6 April 9, 1985 April 10, 1988
SPRAY 2 3130 97591 April 9, 1985 April 10, 1988
FOAM | 3205 66626 10 May 27, 1985 June 3, 1987
FOAM 2 3270 81052 18 July 2, 1985 July 5, 1987
FOAM 3 3269 81053 18 July 2, 1985 July 5, 1987
HOME 1 3271 81054 15 July 2, 1985 July 5, 1987
HOME 2 3272 81055 20 July 2, 1985 July 5, 1987
BREW 1 3132 72825 12 April 9, 1985 April 10, 1988
BREW 2 3133 72824 4 April 9, 1985 April 10, 1988
FREE 1 3273 81056 12 July 2, 1985 July 5, 1987
FREE 2 3274 81057 12 July 2, 1985 July 5, 1987

EXPLORATION HISTORY
Mining in the Lillooet district began in the 1860's with the discovery of placer

gold on gravel bars along the Fraser River below Lillooet. Placer gold was
subsequently mined from the Bridge River and Cayoosh Creek.

The Spray Creek area was staked in the 1960's to cover auriferous quartz veins
hosted by gossanous porphyritic quartz diorite and gossanous biotite hornfelsed

sediments. Other than limited hand trenching, little exploration was apparently
undertaken.

In the late 1970's and early 1980's a number of companies conducted regional
reconnaissance stream sediment surveys through the area. This work led to the
staking of claims to cover base and precious metal anomalies in the Enterprise,
Riley and Spray Creek drainages. Duval International Corporation explored the
Spray Creek region during the period 1978 - 1983. A soil (talus fines)
geochemical survey by Duval, on ground now covered by the Spray claims,
identified a 500 m x 1000 m gold, arsenic and molybdenum anomaly centered

over a porphyritic quartz diorite intrusion.

In 1981 Duval sunk four diamond drill holes to test two molybdenum targets. No

record is available for the location of the "North Zone" where holes CH81-1 and
- 5-
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CHB81-2 were drilled. These holes averaged approximately 250 ppm Mo. No gold
values are reported but are assumed to be low. The molybdenum (gold, arsenic)
anomaly was tested by holes CH81-3 and CH81-4 (Fig. 3). Hole CHS8I-3
intersected 3.0 m grading 2100 ppb gold and hole CH81-4 cut 3670 ppb gold
across 21 m, including 3.0 m of 7860 ppb gold. Molybdenum values were in the
order of 220 ppm. Other than a short prospecting program in 1983 in the Riley,
Towinock and Spray Creek drainages to assess the area's gold potential, no
follow-up of the gold intersections in holes CH81-3 and CH81-4 was undertaken.

In April of 1985, on the abandonment of the Duval Claims, G. McKillop, a former
Duval geologist, staked the Spray and Brew claim blocks.

In 1985, P. Christopher, P. Eng., collected 26 soil (talus fines) samples from the
Brew 1 and 2 claims. Many of these samples returned anomalous gold and

arsenic concentrations. No additional work has since been undertaken on the
Brew claims.

REGIONAL GEOLOGICAL SETTING
Geological Survey of Canada maps indicate that the claims are underlain by

Jurassic-Cretaceous Relay Mountain Group Sediments, comprising argillites,
phyllites, schists and minor volcanics. The Marshall Creek Fault, a major
northwest splay off the Fraser River Fault, passes northeast of the property and
separates the Relay Mountain Group from rocks of the Pre-Jurassic Bridge River
Complex. West of the property, the Phair Creek Thrust Fault has superimposed
Bridge River Group rocks on Relay Mountain Group rocks.

PROPERTY GEOLOGY AND MINERALIZATION
The Spray claims are underlain by a thick sequence of schistose argillites which
have been intruded by a 200+m thick sill-like body of porphyritic quartz diorite.

A northerly-trending swarm of vertical to steep west-dipping micro-quartz

diorite/dacite dykes intrude the sediments and the prophyritic quartz diorite.
These dykes may represent a late stage of a related large deep-seated
prophyritic quartz diorite pluton. The micro-quartz diorite dykes are, in turn,
cut by a later set of northwesterly trending andesite dykes. Mapping by
McKillop (1979) elsewhere on the property has outlined several similar

-6 -
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porphyritic intrusions and associated dykes. Rare unaltered, narrow, basalt

dykes cut all other rock types. Offsets are negligible.

The porphyritic quartz diorite and, to a lesser degree, the enclosing sediments,
have undergone multiple episodes of fracturing and related quartz veining.
Disseminated pyrrhotite and subordinate pyrite are ubiquitous. The molybdenite
and (minor) chalcopyrite mineralization associated with the quartz stockwork
veining is characteristic of porphyry-type mineral deposits. A later set of larger
(5 cm to 160 cm) 90° to 1300 trending pyrrhotite, pyrite, molybdenite, sphalerite
and arsenopyrite-bearing quartz veins cut the porphyritic quartz diorite and the
enclosing metasediments. These larger veins occur where rock and soil
geochemistry (McKillop 1981) indicate enhanced gold and arsenic concentrations
within the larger area of anomalous molybdenum values. The micro-quartz

diorite dykes crosscut the late quartz veins and are not veined or mineralized.

An extensive Dbiotite hornfels aureole postdating the porphyry-type:
mineralization, envelopes the intrusion and the sediments. Weak hornfelsing of
the north-trending micro-quartz diorite dykes and the set of later crosscutting
andesite dykes also suggests that a large deep-seated pluton underlies the Spray
Creek claim area.

Investigative diamond drilling of the porphyry molybdenum system in 1981 by
Duval Corporation led to the discovery of significant gold values in two holes.
Hole CH81-3 returned 2100 ppb gold (0.061 ounces/ton) over 3 metres and hole
CHB81-4 returned 3670 ppb gold (0.107 ounces/ton) over 2! metres. Duval's
detailed drill logs describing the nature of the mineralization are not available.
A series of easterly-trending, 70°N-dipping, branching quartz veins which range
from 5cm to 130 cm in thickness, outcrop in the area of diamond drill hole
CHB81-4. Similar parallel veins which occur intermittently for 600 m to the north
and possibly beyond are most abundant in the porphyritic quartz diorite and the
immediately-enclosing metasediments. Sulphide minerals are rarely observed as
all veins are severely oxidized at surface. The veins, which display considerable
and abrupt pinch and swell, are generally 10 cm to 40 cm thick with infrequent
swellings up to 160 cm. Numerous branch veins splay off the dominant veins at
low angles in a northwest direction and tend to have shallower dips. Although

-7 -
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poorly exposed, indications are that individual veins have strike and dip lengths
up to 200 m. Branch veins commonly extend 10 to 30 metres from the main

veins before pinching out.

Zones of intense silicification, with accompanying sericitization, in which all
porphyritic textures and most quartz veinlets have been obscured, appear to
parallel the late quartz veins and are thought to have formed independently of
and prior to the late quartz veins.

VEIN SAMPLING
Eighteen of the late quartz veins, which are distributed across a 600 m wide area
within the soil geochemical anomaly, were sampled by the writer (Figs. 3 & 4).

All occur within the area of porphyry mineralization.

Surface oxidation has leached nearly all sulphide minerals from the exposed
surface of the veins. Gold values in the late veins ranged from 1 to 990 ppb gold -
(Appendix 1). When geochemically enhanced, the veins generally contained in
the order of 150 to 350 ppb gold. With the limited sampling undertaken, no
discernible pattern of gold distribution across the zone of veining is evident.

Unoxidized rock from a freshly-blasted area at drill site 86-1, containing quartz
stockwork veining and a few narrow late quartz veins, is geochemically enhanced
in gold but is not significantly mineralized (samples 10 and 11).

DIAMOND DRILLING

A series of five short DBD diamond drill holes, comprising 264.62 metres, were

sunk in a fan from a single drill site to substantiate Duval's results and to
ascertain the characteristics and attitude of the auriferous structure(s). All
holes intersected a fine to medium-grained biotitic porphyritic quartz diorite
with irregular intervals of chlorite and silica alteration. Porphyry-type
molybdenum (and copper) mineralization occurred throughout all holes. Three
possible modes of gold mineralization were identified: porphyry-type grey
quartz stockwork veining; pervasively silicified zones; and the late, white,
branching quartz veins. Megascopic examination of the core did not identify the

specific source of the gold nor explain the reported long mineralized interval

-8-
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intersected in Duval's hole CH8l-4. Hole 86-4, oriented to penetrate the
auriferous interval in CH81-4, was the only hole to cut an arsenopyrite;bearing
quartz vein. This vein was, however, cut well before the anticipated intersection
of the auriferous structure and contained a weighted average of only 7.3 ppb gold
across 1.50 m (samples 407, 408 from 22.66 m to 24.16 m).

tHole 86-6 was drilled to test the updip projection of the gold mineralization cut
in hole CH81-3 but was abandoned, without any recovered core, at 19.2l m in
highly oxidized dissaggregated (rock?) material.

DISCUSSION OF RESULTS

The rock chip samples of surface exposures of late white quartz veins and split

core samples from nine similar vein intersections returned gold concentration
ranging from 1 to 3300 ppb. It is apparent from both sample sets that gold is not
uniformly distributed in the late veins and zoning is not indicated in the clusters
of late veins which are distributed across the broad geochemical anomaly.

The closely-spaced drill holes, sunk to assess the 21 m interval of gold
mineralization encountered in Duval's hole CH81l-4, have demonstrated that
individual veins near the Duval intersection do carry some significant
concentrations of gold. Continuity of the veins and gold mineralization within

the veins have not yet been established.

A second mode of gold mineralization was encountered in hole 86-5, in a 0.88 m
interval from 17.68 m to 18.56 m, where typical-looking porphyritic quartz
diorite containing disseminated pyrrhotite and pyrite, porphyry-type
molybdenum-bearing quartz stringers, and a 13 cm thick brecciated grey quartz
vein graded 10,270 ppb gold (0.289 oz/ton gold). Two similar intervals from holes
86-1 and 86-3 ran 605 ppb and 730 ppb gold respectively.

Bad ground conditions and the resulting lack of recovered core prevented the
testing of the gold-bearing structure indicated in Duval's hole CH81-3.
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Geologically and/or geochemically significant intervals are tabulated below:

Hole Interval (m) Length Sample Sample ppb Gold Description

(m) (m) No. Length
(m)
1 17.23-18.06 0.83 101 1.0 107 late white quartz vein
12.80-13.30 0.5 107 0.5 605 chlorite/biotite altered
(0.018 oz/t) porphyritic quartz diorite
2 6.6-7.0 0.4 204 0.4 1 late white quartz vein
27.90-28.55 0.65 208 0.65 3 late white quartz vein
28.95-30.70 1.75 210 1.75 3200 late white quartz vein
(0.093 oz/t)
3  12.80-13.33 0.53 308 0.53 42 late white quartz vein
15.60-16.10 0.50 311 0.50 730 grey pyrite-rich quartz
(0.021 oz/t) vein ,
2).40-22.16 0.75 316 0.75 24 late white quartz vein
4 22.66-24.12 1.46 407/408 1.50 7.3 late white quartz vein
- arsenopyrite bearing
31.18-31.68 0.5 414 0.5 1 late white quartz vein
42.43-43.44 1.01 417 1.01 3300 late white quartz vein
(0.096 oz/t)
44,60-46.41 1.81 420 1.86 380 pyritic, quartz sericite
(0.026 0z/t) mylonite
5 17.68-18.56 0.88 505 0.88 10 270 chloritic, porphyritic

(0.289 oz/t) quartz diorite containing
a 13 cm brecciated grey
quartz vein.
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RECOMMENDATIONS

A two-phase, success-contingent exploration program is recommended.

Phase I

Prospecting, Geological Mapping, Rock Chip Sampling and Soil Sampling

a) Prospect and geologically map the property to locate and define
quartz veins and zones of quartz stockwork development.

b) Sample veins at 5 to 10 metre intervals to identify possible oreshoots.
Similarly, areas with extensive quartz stockwork veining require
careful sampling to define gold-bearing zones similar to the one
intersected in hole 86-5. In areas where residual soils or talus
obscures bedrock, soil samples will be required to compliment the rock
sampling program.

c) Prospect and soil sample the area on the Brew 1 and 2 claims where
reconnaissance soil sampling in 1986 by P. Christopher, P. Eng.,
indicated anomalous gold and arsenic concentrations.

Phase II

Diamond Drilling 1000m

a) Diamond Drill to test the strike and dip projections of the auriferous
zone(s) encountered in the 1986 drilling program ~ 500 m.

b) Drill to evaluate new auriferous zones identified by the rock and soil
sampling programs - 500 m.

- 11 -
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PROPOSED BUDGET

Phase | Prospecting, Geological Mapping, Rock Sampling and Soil Sampling

Salaries $ 12,000

Accommodation, Meals and Travel 3,000

Communication and Freight 400

Vehicle Expenses 1,500

Geochemical Analyses and Assays 5,000

Reproductions and Maps 600

Helicopter 7,000

Technical Report 2,500
Sub Total $ 32,000

Phase II: Diamond Drilling.

Diamond Drilling

all inclusive 1000m @ $220/m $ 220,000

TOTAL $ 252,000

-12-
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STATEMENT OF EXPENDITURES
SPRAY CREEK GOLD PROJECT - DIAMOND DRILLING PROGRAM
September - October 1986

Rebagliati Geological Consulting L td.

Professional Services $ 8,224.90
Truck Rental, including mileage 1,297.59
Accommodation, Meals and Incidentals 1,795.99
Radio Rental SBX 11A 444l 300.00
Drill Site Preparation 3,706.82
Helicopter 33.1 hours @ $521.20/hour 17,251.72
Diamond Drilling 867.53 feet @ $20/foot 24,869.00

Summary Report - preparation, drafting and printing 1,750.00

$ 60,414.56

NOTE: Drilling was done by by Allan Harvey, Clinton, B.C.,

using a DBD helicopter transportable drill rig coring
a 43 mm (1+11/16 in)} diameter core.

Work was done from the 29th of September to the 10th of

October, 1987, under the supervision of C.M.Rebagliatti,
P.Eng., and S.Quinn, FP.Eng.
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CERTIFICATE OF QUALIFICATIONS

I, Clarence Mark Rebagliati, of 3536 West | 5th Avenue, Vancouver, B.C., hereby
certify that:

1.

8'

I am a consulting Geological Engineer with offices at 3536 West 15th
Avenue, Vancouver, B.C.

I am a graduate of the Provincial Institute of Mining, Haileyburg, Ontario
(Mining Technology, 1966).

I am a graduate of the Michigan Technological University, Houghton,
Michigan, U.S.A. (B.Sc., Geological Engineering, 1969).

I have practiced my profession continuously since graduation.

I am a member in good standing of the Association of Professional
Engineers of British Columbia.

The foregoing report is based on:

a) A study of all available company and government reports; and

b) My personal examination of the property during the period September
22 to October 12, 1986.

I have not directly or indirectly received or expect to receive any
interests, direct or indirect, in the property of Southern Gold Resources
Ltd., or any affiliate, or beneficially own, directly or indirectly, any
securities of Southern Gold Resources Ltd., or any affiliate.

[ consent to the inclusion of this report in a prospectus or statement of
material facts.

cetE e,

I -
“( fE_SSIo/‘;__
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ACME ANALYTICAL LABORATORIES LTD. DATE RECEIVED QOCT 14 1986
852 E. HASTINGS, VANCOUVER B.C.
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SOUTHERN GOLD RESOURCES FILE# 86-7061
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