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PROGRESS REPORT ON
HIGHLAND VALLEY RESOURCES LTD.s
FAIRVIEW PROJECT, OLIVER, BRITISH COLUMBIA

SUMMAR

From mid-October 1987 till the end of February 1988 a comprehensive exploration
program was carried out over the Stemwinder and Susie Mine properties in the
Fairview gold belt, 7 km west of Oliver, British Columbia. The work included
construction of a flagged picket grid on 100 metre spaced Jlines, underground
mapping, sampling and surveying of the Brown Bear Adit and detailed rock sampling
-of.pits, trenches, shallow underground workings and quartz vein outcrops over the
Stemwinder Mine property. This program was followed up with subsurface testing
of the quartz vein system by 17, 5 1/2 inch reverse circulation rotary drill holes
totalling 2,595.4 metres,

Exploration at the Susie Mine was confined to detailed rock sampling of favorable
quartz vein sections on all 3 levels and sampling of the quartz vein outcrop at the
decline portel.

All work on the Highland Valley property has now been suspended while results of
the initial phase are complied and evaluated. It is anticipated that further testing
of the property will involve drifting and underground drilling NW of the Brown Bear
Adit. ‘

INTRODUCTION

Following gaining control of Highland Valley Resources Ltd. by The Valhalla Gold
Group Corporaiion in the summer of 1987, exploration work commenced on the
Fairview and Susie Mine properties in mid-October, 1987. This report summarizes
- the results of the program which was completed February 29, 1987.

GRID CONSTRUCTION

A flagged picket grid with lines 100 metres apart and stations at 25 metre intervals
~was established over the vein system on Highland Valley Resources’ ground. The
grid, which is a continuation of the Oliver Gold property grid is approximately 8
Jine kni.

'BROWN BEAR ADIT

A ”U‘nderground Mapping

~The Brown Bear Adit was surveyed by Frank f?ergusson and then géologica!ly
mapped at 1:500 scale (Plate 1). Although the geology is similar to that of the

Fairview Ming, there are a number of significant differences. These include: = .

A) A lack of felsic, intermediate and mafic sills or dykes associaied with the
quartz vein system:
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B) . An absence of biotite in the footwall and hanging wall guartizites and along
F1 (parallel to regional foliation) fractures in the quartz veins;

C) A general abundance of sericite along the fractures and F1 foliation planes
discussed in "B";

D) A seemingly smaller amount of graphite along the F1 fractures/foliation planes;

E) A much straighter contact between vein and country rock quartzites. Also,
the veins seem to have a more uniform NE dip and exhibit litile sign of
folding whereas at the Fairview Mine the veins steepen and flatten.

B:  Underground Rock Sampling

As at Fairview, the Brown Bear Adit was measured and section lines were marked
on the walls in green paint every 5 metres. Sample intervals were then painted on
each section line with every effort made to make the intervals 1 metre in true
thickness. Channel samples were then collected by hammer and chisel.

All 121 samples were sent to Bondar-Clegg in Vancouver for Cu, Pb and Zn geochem
analysis and Au and Ag 1 ton assay. The results of this work along with sample
length, estimated true thickness and percentage of quartz for each sample is given
in Appendix "A". Sample locations along with true thickness and Au and Ag assay

2

results are shown on Plate 2.

Visually, the most sulphide rich quartz vein occurs on either side of the major
WNW-ESE, left-lateral fault which has an apparent horizontal strike slip offset of
approximately 110 metres. Gold assay results are relatively low and erratic with
only 9 samples running greater than 0.100 oz/ton Au and a further ¢ sampies
containing between 0.060 oz/ton Au and 0.099. The highest value comes from
sample 58722 which runs 8829 oz/ton Au and 3.62 oz/ton Ag.

On "the basis of our detailed sampling it seems higher Au values occur in the
portion of the quartz vein which sits on top of the major left-lateral fauit.

The erratic nature of the gold is clearly evident when comparing the results of
preliminary sampling carried out by D. Mehner and L. Nagy in June with the recent
detailed sampling. The following table illustrates the point.

Mine Section June Sampling October Samplingl
oz/ton Au/oz/ton Ag oz/ton Au/oz/ton Ag
25; st dbrift 475 ft @ 0.095/0.27 2.8 ft @ <0.002/0.02
1.5 ft @ 0.086/0.15 ' 34 ft @ 0.019/0.11
3.0 ft @ 0.026/0.15
15 cross-cut 3.0 ft @ 0.109/1.03 3.2 ft @ 0.025/0.84
27 raise 2.7 ft @ 0.049/1.04

2.5 ft @ 0.031/0.84

0, 2nd drift 4.0 ft @ 0.066/0.29 3.2 ft @ 0.205/0.3%
3.2 ft @ 0.003/0.10
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Mine Section June Sampling October Sampling
oz/ton Au/oz/ton Ag oz/ton Au/oz/ton Ag

50, 2nd drift 2.5 ft @ 0.067/0.77 2.5 ft @ 0.004/0.03

3.0 ft @ 0.109/1:46

2nd drift 6 ft @ 0.033/0.14 3.2 ft @ 0.003/0.02

119 raise 3.5 ft @ 0.003/0.04

3.0 ft @ <0.002/<0.02
2.6 ft @ «0.002/<0.02

SURFACE ROCK SAMPLING

Detailed, systematic rock sampling of all known pits, trenches, shallow underground
workings including the upper part of the Stemwinder decline and quartz vein
outcrops was also completed. As with the Brown Bear Adit, all sample intervals
were painted red and channel samples were sent to Bondar-Clegg for Au and Ag 1
ton assay and Cu, Pb and Zn gecochem.

Pits, trenches and outcrops were surveyed by Brunton compass and chain and
plotted on 1:500 scale maps.

A:  Stemwinder Ming, Main Vein Decline

The Stemwinder decline (Plate 3a) dips approximately -60 degrees and is accessible
for 22 metres where it is blocked by old timbers and caved rock. The water table
is approximately 24 metres from the decline collar.

About 18 metres down the decline a sub-drift extends approximately 20 metres SE
and 60 metre NW. This drift which is not recorded on any maps we have is stoped
out below, possibly down to 2 level. A cross-cut extends to the Hanging Wall vein.

The results of the 49 channel samples are shown in Appendix "B". The best values
which range up to 0.300 oz/ton Au and 5.40 oz/ton Ag over 0.87 metres (Sample
58793) are found in the decline in the first 20 metres in the drift to the NW.
Stoping SE of the decline from below prevented sampling in this area but
presumably the vein was well mineralized here. A grab sample from "rubble" at the
end of a crosscut assayed 0.198 oz/ton Au and 2.56 oz/ton Ag This quartz vein
sample presumably is from the Hanging Wall vein.

In the Main Vein decline at least 75% of the Au values >0.100 oz/ton Au come from
the upper or hanging wall part of the vein.

The Stemwinder decline and subdrift have not been geologically mapped but a brief
examination during sampling indicated the quartz vein was fauited off at the NW
end of the drift by a NE-SW fault.

B: Stemwinder Mine, Hanging Wall Vein

Near the Stemwinder shaft the Hanging Wall Vein outcrops in 2 locations and is
explored by a small decline and subdrift (Plate 3a).
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Four samples were taken from the surface outcrops (Appendix "C") and all yielded
low but highly anomalous values. The best sample, 58778 runs 0.055 oz/ton Au and
0.24 oz/ton Ag over an interval of 1.15 metres.

The small underground workings are accessible from a 5 to 6 metre vertical shaft.
A 5 metre sub-drift heads NW from the shaft where a 4 metre vertical winze leads
down to a 20 metre NW-SE drift.

Thirteen samples were taken from these underground workings where the vein
ranges from 1.4 metre wide at the far SE to about 3 metres wide at the NW end of
the drift. Quartz vein samples are very anomalous with values up to 0.591 oz/ton
Au and 0.37 oz/ton Ag over 0.65 metre true width (Sample 58775).

C: Pits, trenches, outcrops SE of Stemwinder Shaft

Along the vein system between the Stemwinder shaft and eastern boundary of the
Highland Valley Resources property 73 samples were collected from the Hanging Wall
and Main Vein (Plate 3a). The results which are given in Appendix “D" are very
encouraging and include 14 samples grading better than 0.100 oz/ton Au including
sample 58914 which yielded 3.333 oz/ton Au and 0.67 oz/ton Ag over (.5 metres true
quartz vein thickness. Ten of the samples are from the Main Vein while 4 samples
come from the Hanging Wall Vein. A further 13 samples from both veias run
between 0.060 oz/ton Au and 0.099 oz/ton Au.

In this area sampling of the Main Vein has identified a gold enriched zone
containing numerous samples grading >0.100 oz/ton Au over mineable widths between
survey station 98 to the SE and 20 metres west of the Stemwinder decline to the
NW. This is a horizontal distance of about 375 metres. Significant values in the
0.080 to 0.095 oz/ton Au range over 0.8-1.3 metre intervals (frue width) are found
along strike to the SE for another 365 metres from widely spaced trenches.

Sampling of the Hanging Wall Vein has produced more erratic results and does not
clearly identify a zone of better Au values although outcrops and trenches near the
3.333 oz/ton Au sample are well mineralized and warrant further follow-up.

D:  Pits, trenches, outcrops NW of Stemwinder Shaft

Along the vein system between the Stemwinder Shaft and NW end of the property
45 rock samples were taken from the Hanging Wall and Main Veins (Plate 3b).
Values are noticeably lower than to the SE of the shaft with ounly ‘5 samples
containing >0.100 oz/ton Au and only 1 having a value in the 0.060 to 0.099 oz/ton
range (Appendix "E"). The best value obtained runs 0.970 oz/ton Au and 0.27
oz/ton Ag over 0.65 metres true sample width. This sample comes from an outcrop
that may be of the Main Vein.

Sampling in this arca has failed to indicate any significant Au rich- quartz vein
zones. It appears that the Stemwinder fault which cut off the ore zones in the
Stemwinder Mine is a significant break between well mineralized vein to the SE and
relatively massive, barren vein to the NW.
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E:  Stemwinder Property, 1987 Backhoe Trenching

Following completion of all cutcrop, trench and pit geochem sampling 2 backhoe
trenches were put in to test the vein system in areas of poor exposure.

Trenches 1-3 ‘were put ir south of the Brown Bear Adit to test the SE extension of
veining near the eastern edge of Highland Valley Resources’ property {(Plate 3a).
Trench 1 encountered 0.7 metres of well mineralized (galena rich) quartz vein that
runs 0.116 oz/ton Au and 1.66 oz/ton Ag (Appendix "F"). Trench 2 intérsected low
grade vein and Trench 3 failed to hit bedrock.

Trench 4 (Plate 3¢) was put in NW of the Brown Bear Adit where an impressive
looking outcrop of quartz vein had been trenched by earlier workers but the
orientation of the veining is difficult to decipher. The trench encountered bedrock
but no guartz veining.

Trenches 5 to 8 were put in NW of the Stemwinder shaft along the projected strike
of the Hanging Wall Vein (Plate 3b). Trenches 5 and 6 encountered narrow quartz
veins with very low gold values. Trench 7 did not intersect outcrop and trench 8
which was put in where a speck of visible gold was fournd in heavily oxidized
surface rubble yielded a sample running 1.997 oz/ton Au and 0.84 oz/ton Ag.

More work may be warranted in the region of trench 8 and immediately N.W.

SUSIE MINE

A: Underground Rock Sampling

Exploration work at the Susie Mine has been confined toc an examinaticn of all
accessible workings followed by detailed rock (channel) sampiing of the most
favorable sections eof quartz veining based on the presence of sulphides and assay
results from. previous workers.

A total of 155 rock chip samples were collected, 13 from the surface cutcrop and
the remainder from 3 levels ¢f underground workmgs (Plate 4).

The surface sampling yielded 2 samples grading greater than D.lGO dz;fton Au and 1
sample in the 0.060 to 0.099 oz/ton range (Appendix "G"). : :

In the underground sampling 28 of the 142 samples run greater than 0.100 oz/ton
Au while a further 18 samples have values in the 0.060 to 0.099 oz/ton range. The
resuits of work done to date indicate the Susie Mine is develop\,u en a 2-3 metre
thick, N-S striking quartz vein that dips between 10 degrees and 15 degrees east.
The vein, which occurs entirely in Fairview granodiorite appears to have a gold rich
zone at least 30 metres wide which plunges to the NE. A fault cuts the veirn off to
the north.

ROTARY DRILLING

Upon completion of rock geochem sampling Tonto Drilling of Vancouver was hired
to conduct a 2500 ft. reverse circulation rotary drill program on the property. It
was decided to try rotary drilling for a number of reasons, including:
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1) the 5 1/2"inch hole would produce a bigger sample and hopefully more accurate
gold valués for the gquartz vein intersections;

il the cost per foot is substantially less than diamond drilling thereby allowing
for more drill holes with the same total expenditure;

1ii) we hoped all holes could be drilled with air thereby avoiding the excessive
expenditures of trucking in water;

iv) the driiling program would be completed at a much faster rate; :

v) it was hoped the larger hole would help overcome the problems of caving

which occurred along the faults bounding the quartz veins on the Oliver Gold

property and led to the loss of drill rods in 2 out of 4 holes.

Aside from extremely hard ground which resulted in high drill bit costs and

‘excessive water below depths of around 350 feet the rotary drill proved to be very

successful. On holes where the large amount of water was a problem we resorted
to triconing. ‘

The favourable results and progress from the initial rotary drilling ultimately led to
the drilling of 6050 ft. in 17 holes. The locations are shown on Plates 5a and 5b.

All holes have been logged on GEOLOG and sections of each hele are included as

Plates 6-19. Drill cuttings are being stored in cross-cuts on 3 level at the Fairview

Mine.

Geochem analysis for Au was carried out on 328 samples. Of these, 54 samples
were also assayed fer Au and Ag. The results are listed in Appendices "H" and "iI".

A summary of the rotary drill program follows:

Hole Quartz Vein Intervai . :
. Length  (Significant Sections) Length oz/ton Ppb
Hole {(m). - (m) (m) Au/ Ag Au_
S87R0G1 94.49 22.86- 26.67 3.81 0.086;1.21
74.67- 76.20 1.53 500
S87R02 163.07 .  59.43- 63.24 3.81 0.021;0.10
89.91- 93.72 3.81 : 92
99.06-100.58 1.52 <5
S87R03  115.82 24.38- 28.19 3.81 12
45.72- 48.01 2.29 90
46.53- 52.57 3.04 ; 402
S87R04 143.26 57.91- 65.53*% 7.62 0.137;0.29
' 85.34- 92.96 7.62 549
includes 57.91- 60.20 2.29 0.234;1.79
S87RO5 112,78 21.33- 31.24 9.91 777
99.06-100.58 1.52 2558

includes  25.91- 27.43 1.52 0.092:0.44
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Hole Quartz Vein
Length (Significant Sections)
Hole (m) (m)
S87R06 121.92 27.43- 3581
includes 28.19- 31.24
S88RO1 143.26 38.10- 42.67
67.05- 71.62
02.96- 94,48
121:16-122.68
S8RR(2 129.54 86.86- 90.68
118.87-120.39
S&8R 03 190.50 178.30-185.17
includes 183.64-185.17
$88R 04 228.60 206.50-208.03
S88R G5 172.21 78.49- 84.58
123.44-128.01
160.02-163.06
includes ~ 81.53- 83.06
and 123.44-124.96
S88R 06 188.98 56.38- 58.67
119.48-121.16*
140.20-141.73
includes 118.87-120.39
S88R07 160.02 59.43- 63.25
S88R08 109.73 32.77- 33.52*
89.91- 96.01
includes 32.77-34.29
and 39.62- 41.91
S88RNY 205.74 166.11-168.40
; 193.55-196.60
S88R10 20269  141.73-144.78
166.88-167.64
S99R11 - 112.78 NONE

*  indicates zone where gold values >1000 ppb were obtained in sample above or
Significant quartz vein sections include

below significant quartz vein intersection.
those with >20% quartz.

Interval
Length
{m)

oz/ton
Au/ Ag

8.38
3.05

4.57
4.57
1.52
1.52

3.82
1.52

0.75

1.52
2.29

1.52
3.05

3.05
0.76

0.098:1.79

0.183;3.30

0.305;0.56

0.026;0.62

0.088;0.97

0.099;0.94
0.053;0.11

Ppb
Au

24
20

<5

890

<5

346
1i8

4667
1808

10
2559

733

=10,000
8

>7,000

1600

223
<5

10
35
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Drilling intersected significant vein sections in 16 of 17 holes and obtained values
of 0.0850 oz/ton Au or better over minimum widths of 1.52 metres in 9 holes. It
also confirmed the surface sampling results in indicating the area east of the
Stemwinder shaft is a prime target for further exploration drifting.

Somewhat surprising is that the best values from drilling east of the Shaft come
from the Hanging Wall Vein, not the Main Vein as in surface sampling. Also, deep
drilling in holes S88R09 and S88R10 intersected quartz vein but low gold values.

Drilling at the NW end of the property did obtain significant quartz vein widths
with 2 of 4 holes yielding good gold values. Further testing to the NW onto Oliver
Gold Corporation ground is warranted.

CONCLUSIONS

Rock sampling of surface showings and underground workings along the Fairview
vein system indicates gold rich zones occur in the Hanging Wall and Main Veins
from 20 metres west of the Stemwinder decline to the SE boundary of Highland
Valley Resources’s property, a distance of 740 metres. Sampling west of the shaft
indicates the quartz veins have appreciable widths but aside from local highs
contain low Au values on surface.

Rotary drilling intersected significant quartz vein widths and values throughout the
area tested but yielded the best values from the Hanging Wall Vein,

The results obtained should be followed up with underground drifting and drilling
NW of the Brown Bear Adit and further surface drilling at the extreme NW end of
the property. The vein system should also be drilled east of the Brown Bear Adit.

Sampling at the Susie Mine suggests a gold rich shoot plunging NE may exist in a
2-3 metre thick quartz vein which dips about 10-20 degrees E. Although the
shallow dip makes the target somewhat unattractive, a VLF survey should be carried
out to find the faulted off continuation of the vein system and perhaps a couple of
drill holes put in to test the vein at depth.

Reported by: David T. Mehner, M.Sc.,, F.G.A.C.
Taiga Consultants Ltd.
April 11, 1988

DTM*gen
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Interval True
Survey Thickness Thickness oz/ton FEl
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73N 53037 1 - 0,014 0,13 43 b
43088 1 - 0,028 €. 48 1 228 =1
SON 63087 .08 - 0,122 2,17 = &40 2
3070 1,07 - G, 070 0.83 2 137 z B
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ASSAY AND GEOCHEM RESULTS FOR 1987 ROTARY DRILLING

Hole Sample From-To
# )
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STEMWINDER FROFERTY

ASSAY AND GEOCHEM RESULTS FOR 1988 ROTARY DRILLING
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Hols

Sample
#

60777

&LOBOO

57501

=iratnirg

S750%
57504
57505
57504
S7807
57508
37309
E7510
57511
57517
57513
731

S7513
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57517

&LOT7048
&OTES
&HOT086
&O707
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HQT L0
40711
LO71Z

L0713
60714
&0715
&0714

From—To
{m)

80.77- 81.
9. 06-100,58
100,38-102.10
119,.63-120, 5%
120.39-121.14
121, 14~-121.92
158.47-159.24
176.78-178. 20
178.30-179.8%
179.83-181.35
181.35-182.88
201.17-201.6%
Z01.93-202, 69

211.84-212.560
Z1Z.60-213.7

220.98-222

77,72~ 78,49
78.4%9- 79.24
79.24~ 80,01
BO.01- 80,77
8BO.77- 81,53

B 29

5,82
PFLEE-100,58
100.56-101, 358
121.93-123. 44
123.44-124,21
124,.21-124.95
124, G6~125, 7%
125.73-126. 49

161.384~-163, 04
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Sample
#

0771
&O772
L0773
S78607
L0774
&O77S
&O776
0777
&0773
&Q77%
&50780
L0781
L0782
&0783
&0784
LO7EE
S7525
L0786
&0787
60788
20787
[=lepcde]
&0791
LO7G2
HO77E
60754
b07%5

87604
57605
G7L04

&0754

&HO7ED

BUTHA

&HOTET
0758
&LOTEZ
ST &0

From-To
{m)

S55.43- 595,732

S6.38~ T7.15
S7.15~ 57.21

57.91- B58.&

71.62~ 72.54
7E2.094- TE11S
118.87-119. 63
119.63-120.3%
120, 59-121. 14
140.20-140.%97
140Q,.97-141.73
141.73-14%2,4%
163.83-1464.59
144.57-165.38
165, 351664011
166.11-164.88
1466.88-167. 464
170.66-171.45

176.78-177.54

177.54-178. 3

182.88-183, 64
183. 463184, 40

& :
64,01
140,97-141.,73
149 150,11

150, 11120, 88

A

{(pnpb)

K460
S000
BO00
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ZO00
400
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10
20
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A5
100
0
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&0
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Sample
#
60761
Q7 L2
LHO746F
LO7 64
L0765
&O7 66
bOT7E7
b07468
&OT745F
&O770

7518

57527

57528

From—To
{ml

B2.29~ B3.04
87.51- 90.&8
F0.468- F1.44
Fl.a4- 92LEG
FE. 96
GI.TE
T74.48
3. 25
FhH. 01
& 7T

9%.82

100,38-102, 10
102, 10-102.87
77-114,30
164-57-146.11
1446.11-1646.83
1&£6.868-1&7.448
167.84-1468, 40
148.40-16%, 14
193, 52-195.07
-195.83
195.83-1946. 60

Z2.8&

FE.GE— G4, 45
94.49- 96,01
ShH. 01~ 97.54
27.54~ 99,04
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ROCK TYPE LEGEND FOR CROSS-SECTIONS

QUARTZITES
QZI1T Quartzite
BIQT Biotite quartzite

CBQT Chlorite - biotite quartzite
BCQT Biotite - chlorite quartzite
CSQT Chlorite - sericite quartzite
BSQT Biotite - sericite quartzite
SBQT Sericite - biotite quartzite
CLQT Chlorite quartzite

MUQT Muscovite quartizte
SCHISTS

CSS# Chlorite - sericite schist
CLS# Chlorite schist

BCS# Biotite - chlorite schist
CBS# Chlorite - biotite schist
SBS# Sericite - biotite schist
MUS# Muscovite schist

SCS# Sericite - chlorite schist
BIS# Biotite schist
INTRUSIVE

DIOR Diorite

GRAN Granite

ANDS Andersite

AN/D Andersite dyke

AN/L Andersite sill

PPFQ Porphyry, feldspar-quartz
PPQF Poprhyry, quartz-feldspar
PPFX Porphry-feldspar

FL/D Felsic dyke

FL/L Felsic sill

QZ/V Quartz vein

DC/D Dacite dyke

OTHER

OVER Overburden

CASE Casing

FU in minerals = fucksite (it’s an alteration mineral)
GR Graphite

FAUL Fault

GOUG Fault gouge

MISS Core missing
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