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1. SUMMARY

The Pictou Property, which consists of two reverted crown grants currently
under lease until 1997, 1is situated two kilometers due east of the town of
Atlin, in northwestern British Columbia.

The property covers a historic Au-Ag showing that has seen sporadic
exploration since 1899, but no productiomn.

Buring the period June through October 1987, Homestake Mineral Development
Company Ltd. completed a detailed exploration program on the property, that
included geological wmapping, lithogeochemical sampling, soll geochemical
sampling, geophysical (Mag, VLF-EM, IP}) survey coverage and power
stripping/trenching.

Geological mapping indicated that the property was underlain predominantly
by ultramafic intrusive rocks, both serpentinized and in places dintensely
altered to a silica-carbonate-mariposite/fuchsite "listwanite”" type assemble.
Minor andesitic volcanics, and intrusive feldspar porphyry were also noted on
the property.

In the course of mapping, 163 rock samples were collected from the
property, and analyzed for Au and a suite of 30 additional elements. The best
results came from the historically known "main showing® where a series of quartz
and quartz carbonate velns cut silica-carbonate-mariposite altered ultramafic
rocks. Grab samples from these veins returned values as high as 16.9 g/t Au and
278 g/t Ag. Two other areas of the property were identified as carrying
anomalous gold values to as high as 595 ppb.

A soil geochemical survey was completed over all portions of the property
interpreted as being underlain by silica-carbonate-mariposite altered
ultramafic. Several strong Au, Ag, As, Sb and combined base metals {(Cu + Pb +
Zn)} anomalies were delineated, four of which were coincident strong
multi-element anomalies that warrant further attention.

Total field magnetics, vertical gradient magnetics, VLF-EM and IF surveys
were completed over the property. The magnetic surveys aided in differentiating
silica-carbonate—mariposite altered ultramafics from serpentinized ultramafics
in areas of poor exposure, as did the IP survey, the serpentinized ultramafics
being characterized by a very strong chargeability signature. WNo IP anomalies
that represent sulphide responses were detected on the property. The results of
the VLF-EM survery were inconclusive.

A power stripping and trenching program over the "Main Showing" exposed
approximately 400 square meters. A general east-west trending series of thin
quartz/quartz-carbonate veins and related shear zones were exposed., Numerous
grab samples from these thin veins returned gold values in the 15 to 60 g/t
range, and silver values in the 200-450 g/t range. The best chip channel sample
returned from detailed sampling of the exposure was 14.3 g/t over 2 meters.



2. INTRODUCTION

2.1 Scope of Report

This report covers all exploration activity completed by Homestake
Mineral Development Ccmpany on the Pictou Property, during the period June
through Cctober 1987,

2.2 Location, Access and Physiography

The Pictou Property, which consists of two Reverted Crown Grants
currently under lease, is situated two kilometers due east of the town of Atlin,
in northwestern British Columbia. (See figures 1 and 2).

The property is located in the southeast corner of a small mineral
reserve, withdrawn from staking in the early 1980's as sites for any future
housing development in the area.

Access to the property 1is excellent, via elther a gravel road
extending north from the Warm Bay housing sub-division, which bounds the
southern edge of the property, or via the Atlin afrstrip, which crosses the
northwest corner of the property.

All infrastructure requirements for potential development, including
power, water and road access, are readily available, as are, unfortunately, the
problems inherant with exploration and development in populated areas.

Outcrop exposure on the property constitutes approximately 20% of the
area, with minimal relief by local standards. The remainder of the property is
covered by a thin mantle of glacial and fluvial sediments. Pine Creek flows
south to Atlin Lake immediately east of the property, and fluvial sand and
gravel from 1ts flood plain and channel covers the easternmost portion of the
property.

A mixed Uplands Forest of poplar, spruce and pine covers the claim
group, which has only beer sparsely logged for lecal domestic use.

2.3 (Claim Status

The property, as mentioned, consists of two contiguous Reverted Crown
Grants, each measuring approximately 450 meters square, and together forming a
north-south oriented rectangular property 900 meters by 450 meters. Both claims
were located in 1933, The southern claim (1.5643) is known as the "Pictou", the-
northern (L5644) "“Scarab". These claims were brought to lease in September of
1966 (Mining Lease No. 32) by its then owner, Mr. T. Connolly, and this vyear,
the lease was renewed by Homestake Mineral Development Company, on behalf of the
current owner, Mrs. S. Connolly, from whom the property is currently under
option. The two claims are now in good standing until September of 1997.

2.4 General Geological Setting

The Pictou Property lies near the western edge of the northwest
trending YAtlin Terrane™, which is underlain by Upper Paleozoic oceanic crustal
rocks (Monger, 1975). These rocks are correlated with the Cache €reek Group
rocks of southern and central British Columbia.

- 2 -
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Within the Atlin Terrane, andesitic to basaltic flows are overlain by
cherts and thick shallow water carbonate rocks. Discordant granitic plutomns,
ranging in age from Late Jurassic to early Tertiary, locally intrude the
stratigraphy. Some remnant Tertiary volcanics and sediments are found within
the area,

Also within the Atlin Terrane, and co-eval or immediately post dating
the Cache Creek group rocks, are large ultramafic bodies which define a discor-
dant belt trending west across the tectonic fabric of the terrane. The ultrama-
fic bodies are commonly intensely serpentinized, and in some cases, extensively
hydrothermally altered to a silica-carbonate and mariposite/fuchsite assemblage.

The Pictou Property is underlain predominantly by ultramafic rocks,
both serpentinized and hydrothermally altered, as well as intermediate to mafic
volcanics of the Cache Creek Group. Figure 3, illustrates the general geology
of the Atlin area, and the location of the Pictou Property claims within that
geologic setting.

2.5 Preliminary Economic Assessment

The majority of known lode gold mineralization within the Atlin Camp
is associated with intensely altered (silica-carbonate-mariposite/fuchsite)
ultramafic rocks proximal to their fault bounded or intrusive contacts with
rocks of the Cache Creek Group.

The mineralization is almost exclusively hosted in
quartz quartz-carbonate veins and vein stockworks within these altered packages
of rocks, occurring either as often spectacular free gold, or in intimate
association with gangue sulphides such as pyrite, chalcopyrite, arsenopyrite,
sphalerite, galena, and sulfosalts {pyrargyrite, tetrahederite).

The Pictou Property, as it is underlain by rocks known to host gold
mineralization within the camp, represents a quality exploration target in the
Atlin area. This is even more so the case given the presence on the property of
a historic high grade gold-silver showing, as will be detailed in the following
section of this report. Given that there has been little in the way of detailed
and systematic lode gold exploration in the camp, but rather spurts of intemse
activity on individual showings, the area, and this property in particular,
holds good potential for lode gold mineralization.

2.6 Exploration History

As mentioned, the property covers a historic Au-Ag showing which has
seen sporadic exploration activity over the past 90 years.

The property was probably first prospected in the Atlin Gold Rush of
1899-1900, when the ground was held by Lord Hamilton. It is uncertain whether a
30 meter adit extending beneath the surface showing was completed at this time,
or during a second phase of exploration in the late 1920's, as no reliable
records exist from either period.



The first reliable record (written) of mineralization on the property
appears in 1931, when the showing was inspected by J.T. Mandy, the resident
mining engineer, who reported;

- a zone of quartz veining and wallrock alteration over a width of 20-60
feet, with three samples returning the following assays;

- a "ridge-pit" sample of a 2' quartz vein, carried 0.7 oz/t Au,
and 13.2 oz/t Ag.

- a grab sample from the rock "dump" carried 0.68 oz/t Au, and 7.4
oz/t Ag.

- a sample from a 9" quartz vein at the bottom of a shallow shaft,
carried 0.03 oz/t Au and 0.20 oz/t Ag.

In 1933, the property was inspected by A.M. Richmond the Assistant
Resident Mining Engineer, who reported assays from the following samples;

- a sample from a 22" quartz vein in the "ridge-pit" which carried
0.10 oz/t Au, and 0.40 oz/t Ag.

- a sample from a 24" quartz vein in the "ridge-pit", carried 0.60
ozft Au, and 5.0 oz/t Ag.

In 1966, the Pictou and Scarab claims were acquired by Mr. T. Connolly
(late husband of the current owner) via Mining Lease Number 32,

Mr. Connolly reported two samples taken from new trenches proximal to
the old shaft as returning the following assays;

- 1.78 oz/t Au, 135.6 oz/t Ag, 0.63% Cu
- 2.16 oz/t Au, 207.3 oz/t Ag

In 1967, a one ton bulk sample of mineralized material excavated by
Mr. Connolly and sent to the Trail smelter, returned assays of 0.295 oz/t Au,
8.0 oz/t Ag, 0.2% Pb, 0.1% Zn, and 0.05Z Cu.

In 1968, additional random sampling of newly exposed veining after a
stripping and ripping program returned the following assays;

Sample A2 - 1.40 oz/t Au, 57.4 oz/t Ag, 0.39% Cu
Sample B2 - 1.54 oz/t Au, 78.3 oz/t Ag, 0.427 Cu
Sample R2 — 1.52 oz/t Au, 52.3 oz/t Ag, 0.27Z Cu

In 1973, Mr. William Sharp, P. Eng. was contracted by Mr. Conmolly to
assess the property. Mr. Sharp took a series of chip-channel samples across the
mineralized exposure, the results of which appear in Figure 4. 1In view of the
encouraging results received from this program, Mr. Sharp recommended additional
work on the property, but not until acquisition by Homestake Mineral Development
Company in 1987 did any further exploration take place on the claims.
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2.7 Work Completed

The following work was completed by Homestake Mineral Development
Company Ltd., on the Pictou Property, during the period June through October
1987.

- establishment of 6.0 kilometers of flagged line grid, as control
for detailed geological mapping of the property.

- detailed geological mapping of the property @1:1000 scale.

- establishment of 9.6 kilometers of cut-line grid, to provide
control for geophysical and geochemical surveys on the property.

- completion of detailed magnetometer (total field and vertical
gradient) VLF-EM and IP surveys on the propezty.

- collection and multi-element analysis of 225 rock samples from
the property.

- collection and multi-element analysis of 492 soil samples from
the property.

- a 400 square meter power stripping program over the historical
Au-Ag showing on the property and subsequent detailed geological
mapping (@1:100) of this "Main Showing" area.

The results of this work is discussed fully in the following sections
of this report.

3. DETAILED TECHNICAL DATA

3.1 Geological Mapping

3.1.1. Methods Employed

Approximately 6.0 kilometers of flagged line grid were
established on the property, employing compass and hip chain, to provide control
for detailed geological mapping of the property. A flag-line grid was used as a
cost-effective way of initially assessing the property with regards to amount of
outcrop exposure, type of outcrop exosure, etc, and to determine whether or not
a cut-line grid was warranted for any further exploration activity. That this
turned out to be the case will unfortunately cause the reader some confusion, as
all geological features are referenced to ome grid, all geophysical and
geochemical (soils) to another, but enclosed in the Appendices is a master grid
map tying the two grids together.

An Arbitrary OH00 point for the flagged grid was selected,
in this case the portal of the adit beneath the main showing. From this point a
bageline extends due south for 300 meters, and north-northwest at 350° for 700
meters. Cross-lines were established at 100 meter intervals, Lines from and
north of O+00 are oriented at 80°-260°, and extend 150 meters east of baseline
and 300 meters west of baseline (unless terminated by the airstrip).

- 5-—



Lines south of (H00 are oriented east-west and extend 400
meters west and 100 meters east of baseline,

In the course of mapping, the perimeter of all encountered
outrcrops were tied in to the grid, and themselves followed via hip-chain and
compass, providing very accurate establishment of outcrop locations.

Detailed notations as to outcrop 1lithology, structural
orientation, and the presence or absence of significant alteration, veining, and
mineralization were made in the field.

All pertinent topographic and geomorphic features were also
accurately tied into the grid.

The detailed geological map of the property, at a scale of
1:1000, appears in Appendix 1 of this reprort. Also, in Appendix 2 of this
report are 1:200 and 1:100 scale detailed geological maps of the "Main Showing"
area. The 1:100 scale map was completed after a 400 square meter stripping
program ovey the showing, and is a much more accurate representation of the
showing geology then the pre-stripping 1:200 map. I have included both in this
report, at the risk of some confusion, for the sake of completeness.

3.1.2 Results and Interpretation

Lithologies

Four main lithology types, three really, two being different
alteration assemblages of the same protolith, outcrop on the property. They are
briefly described below, their numbers corresponding with those appearing in the
map legend.

Unit 2 - Serpentinized Ultramafic Intrusive Rock

This unit outcrops predominantly as a very fine grained to
aphanitic, massive, bright green to black strong serpentinized rock, the
serpentine content varying from approximately 30%7 to 100Z. The rock weathers a
characteristic tan to buff colour, and is generally very strongly magnetic. The
unit is often porphyritic, particularly in the southwest corner of the property,
where small 2-3mm weakly steatized pyroxene crystals stand out in relief to make
up 10-157 of the rock. These more resistant phenocrysts often are crudely
aligned in bands that suggest a primary magmatic segregation, although observed
directions were so variable that a reliable orientation of the ultramafic bodies
was impossible to determine.

The serpentinized ultramafics observed on the property were
predominantly devoid of any sulphide mineralization, and only rarely contained
thin magnesite veins and veinlets. A few wvery local zones of weak talc
alteration were observed, usually in proximity to Unit 3
(silica-carbonate-mariposite altered wultramafic), although generally the
contacts between units 2 and 3 were distinct, the alteration assemblages
changing completely over a distance of centimeters and rarely meters. This unit
offers little in the way of economic potential as no NiS sulphides were
observed, and although some indications of primary magmatic differentiation were
observed, they were on an Insignificant scale with regard to PGM potential.

-6 -



Unit 3 - Completely Altered (Silica-Carbonate-Mariposite)
Ultramafic Rock

This unit represents the major exposure-type on the
property, possibly because it represents a very weathering resistant lithology.

The rock type 1s characteristically beige to gray, and
aphanitic, with a highly variable mariposite content ranging from less than 5%
to 30%. Carbonate alteration, predominantly magnesite and to a lesser extent
ferroan dolomite and ankerite, is pervasive and intense, often comprising 70-80Z
of the rock with the remainder mariposite or silica.

The high carbonate content results in a very characteristic
bright orange to chocolate brown weathered surface. Silica alteration, in the
sense of pervasive silicification is sporadic but intense where present, lending
a cherty gray appearance to the lithology. Quartz-carbonate stringers on the mm
scale are ubiquitous, and appear to represent late stage fracture filling within
the brittle rock. Larger quartz-carbonate veins, on the centimeter scale,
however, are rare, and have been observed only in a few locations.

The rock type is generally massive, with in places very
locally developed foliations that are sc¢ varilable as to defy any regional
understanding of structural relationships.

Sulphides are rare, with occasslonally minor disseminated
pyrite in both the altered wallrock and thin quartz-carbonate veins. Only at
the "Main Showing" do sulphides occur in quantities exceeding 1%Z. (A detailed
discussion of the "Main Showing" geology appears later in this report). Small
1-2mm disseminated chromite blebs are common throughout the rock, 1n places
comprising almost 5Z.

This lithological unit holds the highest economic potential
on the property, and hosts most all anomalous gold values delineated on the
claim to date. A more detalled discussion of these anomalies appears in Sectiomn
3.2.1. of this report.

Unit 5 - Feldspar Porphyry

This unit is only a minor component of the property geclogy,
occurring as thin (to 5 meters) dykes in the north-central and northwest
portions of the clalm group.

The rock 1is characterized by a light pink, hematitic, to
light green, sericitic aphanitic felsic groundmass, with a highly wvariable
phenocryst content ranging from 5-60%. Phenocrysts are predominantly 2-3 mm in
size, and a mottled subhedral plagioclase. Some quartz, upwards of 57 in
places, has been observed, but is not a major constituent of the porphyry.

The porphyry dykes observed on the property are the most
consistantly foliated of all units, usually exhibiting a strong schistosity.
Where schistose, the dyke is more commonly pink than green and is often affected
by a degree of carbonatization (usually as carbonate replacement of felspar
phenocrysts) equivalent to that in its host rock (i.e. intensely carbonatized if
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occuring in Unit 3, and not carbonatized 1f occurring in Units 2 or 9). This
would imply that dyke emplacement pre-dates the alteration responsible for Unit
3.

The feldspar porphyry dykes observed on the property
commonly contain trace amounts of disseminated pyrite, as well as thin
quartz—carbonate stringers, usually proximal to the dyke-host rock contact.

Unit 9 - Andesite

This unit outerops in the northern portion of the property,
and is characteristically a medium to dark green, aphanitic, massive,
homogeneous rock. The rock is commonly strongly jointed and fractured with
hematite and pyrite-pyrrhotite forming a thin veneer along frature surfaces.
The 1lithology is uniformly unspectacular where outcropping with no significant
alteration veining or mineralization.

Structural/Stratigraphic Relationships

The majority of the property is underlain by intrusive rocks
(silica-carbonate-mariposite altered ultramafics, serpentinized ultramafics, and
feldspar porphyry) with only a thin wedge of andesitic volcanics trending
southeast into the northwest corner of the property.

Within the intrusive ultramafic rocks, three distinct zones
of intense hydrothermal alteration are evident; (resulting in Unit 3)

- one trending generally mnorth-south through the southeast
corner of the property;

- one trending southeast across the central portion of the
property, and;

- one trending east-southeast across the northern part of the
property;

These zones of intense hydrothermal alteration are wmost
probably structural features, as a significant "plumbing"” system would be
required to produce alteration on this scale. The most prominant trend of the
features 1s northwest-southeast, an orientation also reflected in the
geophysical data, and as localized shearing observed in outcrop.

3.2 Geochemical Sampling

3.2.1. Lithogeochemical Sampling

3.2.1. i) Methods Employed

In the course of mapping, 163 samples were
collected from the property and forwarded to Acme Analytical Laboratories in
Vancouver for 30 elemeent ICP analysis and Au analysis by conventional atomic
absorption techniques.



Obviously, the purpose of the extensive sampling
program was to evaluate the economic potential of the 1large areas of
hydrothermally altered ultramafic rock exposed on the property. In addition to
the gold analyses, the wide spectrum of elements analyzed for by the ICP method
provides some very useful trace-element geochemical data. Gold mineralization
in the Atlin Camp often occurs with highly elevated contents of Cu, Zn, Pb, Sb,
As, and Ag, all of which are part of the multi-element ICP package. Elevated
contents of these elements, even in the absence of anomalous gold values, may
serve as pathfinders to auriferous quartz veins.

Sampling on the property was carried out both on
a "random basis" where samples were collected from any significantly different
or intresting feature noted during mapping (i.e. quartz veins, sulphide
mineralization), and on a grid pattern basis, where samples were collected at 20
meter dintervals along all grid 1ines crossing silica-carbonate-mariposite
altered ultramafics. The purpose of the grid pattern sampling was to try and
identify any areas carrying weakly anomalous gold or pathfinder trace element
values, in which to concentrate exploration efforts.

A pre-stripping chip-channel sampling program
over the main showing was also carried out, although the reader is referred to
Section 4 of this report for a more comprehensive discussion of the "main
showing"” geology and geochemical results.

All sample locations (except for detailed
sampling programs over the main showing) appear on the enclosed 1:1000 Geology
Map in Appendix 1, followed by the sample gold content iIin ppb. Pertinent
trace—element geochemical data appears tabulated on this map, and the raw ICP
data appears in Appendix 6,

Results and Interpretation

Of the 163 samples collected from the property, 53 came from
the pre-stripping, chip-channel sampling program over the "main showing" and 110
from various other areas of the property.

0f these 110 samples, only 3 returned anomalous gold values
of greater than 50 ppb. They were:

Sample BR-01-1-36008

A grab sample from a 20 cm. quartz-ankerite-mariposite vein,
hosted in strongly carbanatized-silicified ultramafic rock
and proximal to a feldspar porphyry dyke, returned a gold
value of 595 ppb (Grid co-ordinate L3+50N, 1+40W)

Sample BROI-1-36012

A grab sample from a 50 cm. quartz-carbonate-mariposite vein
hosted in intensely silicified, carbonatized ultramafic
rock, returned a gold assay of 62 ppb.

{Grld co—ordinate L4+50N, 3+00W)



Sample BR-01-1-36162

A grab sample from a feldspar porphyry dyke with 57 wvery
fine grained disseminated pyrite, returned a gold value of
79 ppb. (Grid co-ordinate L5N, 3+00W).

0f the 53 samples (chip channel) from the "main showing" 15
returned anomalous gold values of greater than 50 ppb. These results appear
plotted on the "Pre-stripping Geology, Gold and Trace Element Geochemistry" map
in Appendix 2, which has been included here only for the sake of completeness.
This work was superceeded by a stripping and detailed mapping/sampling program
over the "main showing", which is discussed in Section 4 of this report.

Several areas containing significantly elevated values of
Sb, As, Ag and base metals occur on the property, with no associated anomalous
gold wvalues. These areas warrant further examination, as the aforementioned
geochemical enrichment may he indicative of proximity to auriferous
quartz/quartz—-carbonate veins.

3.2.2, SOIL GEOCHEMICAL SAMPING

i) Methods Employed

In order to fascilitate ground geophysical and soil
geochemical survey coverage of the property, 9.6 kilometers of cut-line grid
were established on the property.

Having already mapped the property from a previously
established flag-line grid, during which time structural and stratigraphic
trends were determined, a new grid orientation was employed to cross as closely
as possible to 90° these prominant trends.

The grid was turned off from the northwest legal
survey post of the Pictou claim, and a baseline extended southeast at 110° from
that point for 600 meters. Crosslines, trending at 020°-200°, were established
at 50 meter intervals, and extended north and south of baseline to the property
boundaries (an average of 500 meters north and 400 meters south). Stations were
established at 20 meter intervals on all cross-lines.

The dispersion of gold in soil around bedrock hosted
mineralization is a well documented phenomenan (an excellent overview is "The
Geochemistry of Gold in the Weathering Cycle", Lakin, Curtin and Hubert, 1974,
U.S5.G.S. Bulletin 1330), and thus soil sampling in areas of thin and permable
cover is an excellent exploration tool.

Equally mobile in the "weathering cycle" and in many
cases more mobile, are the trace element metals often associated with gold
mineralization in the Atlin camp, including Cu, Pb, Zn, As, Sb and Ag.

In planning the soil sampling program on the Pictou
Property, a decision was therefore made to again use a 30 element ICP analytical
package in addition to conventional gold analysis by atomic absorption. A total
of 492 so0il samples were collected from the Pictou Property, and forwarded to
Acme Analytical Laboratories in Vancouver, for analysis in that way.

- 10 -



Prior to completing the property wide survey, an
orientation survey was completed over the "Main Showing" an area of known gold
mineralization in bedrock. Both "A" and "B" horizon soils were collected for
analysis 1In an effort to determine which, if either, was a better sampling
medium in accurately reflecting proximity to bedrock hosted gold (and associated
metals) mineralization. The results of that survey, which appear in Appendix 3,
indicated that both "A" and "B" horizons effectively delineated Au, Ag, Cu, Pb,
ZIn, As, and Sb dispersons from the main showing area, the "B" data being
slightly more effective, defining a broader and 1less "spiked" halo. All
additional samples taken from the property were "B" horizon soils.

Given the success of the orientation survey, soil
samples were collected along the cut-line grid over all areas of interpreted
favourable geology (i.e. silica-carbonate-mariposite alteration) at 20 meter
intervals, Any anomalous areas, defined by this first phase of sampling, were
re-sampled at more closely spaced intervals, in an attempt to define specific
targets for follow-up exploration work (stripping and/or drilling).

The results of the soil sampling program appear in
Appendix 3, as 1:1000 scale contoured plan maps for Au, Ag, As, Sb and the
compbined base metals (Cu + Pb + Zn). The raw ICP geochemical data appears in
Appendix 6. The contoured plan maps are at the same scale as the property
geology map, allowing easy overlay for interpretational purposes.

3.3.2 1i) Results and Interpretational

Gold

The best gold anomaly on the property is
centered around the "Main Showing” at L4+25E, 0+00.

4 broad north-south trending zome of highs, to
910 ppb, in an area of elevated background, lies centred over the showing, and
has a strike length of approximately 120 meters.

There are several other prowminant Au anomalies
that crudely define, on a property scale, a north-south "corridor" of enrichment
through the eastern part of the property. The individual anomalous areas that
make up this corridor vary in orientation, generally trending crudely east-west.
These anomalies include:

- between L4+50E at 1+40N and L3+50E at (80N, an
east—west trending anomaly with values as high as 66
ppb Au.

- at L3E, 14+80N, a bullseye anomaly of 40 ppb.

- between L&+25E at 2430N and L3E at 2460N, a
west-northwest trending anomaly with values as high
as 770 ppb. Along strike from this feature, 75
meters to the west, a second anomalous horizon, from
L1+75E at 2+70N to L1+425E at 24+80N, carries values as
high as 31 ppb Au.
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- at LAE, 2460N, a bullseye anomaly of 93 ppb.
- at L3+50E, 3+00N, a bullseye anomaly of 520 ppb.

- at L24+50E, 3+80N, an east-southeast trending anomaly
25 meters long with highs of 195 ppb.

- at L2E, 4+80N, a bullseye anomaly of 225 ppb.
Other anomalies on the property include;
- at LO4+50W, 4+80N, a bullseye anomaly of 66 ppb.

- from LO+50W, O+HOO0 to LO+00, O420N, an east-west
trending anomaly with a high of 34 ppb.

- at L4FE, 24205, a bullseye anomaly of 43 ppb.
- at L34+50E, 2+80S5, a bullseye anomaly of 20 ppb.

- at L3E, from O04+805 to 14005, a north-south trending
anomaly with a high of 41 ppb.

Silver

Silver values are generally elevated over the entire sampled
area, but three distinct anomalies stand out;

- an elongated bullseye centred over the "Main Showing"
with values as high as 3.8 ppm,

- An east-northeast trending distinct linear anomaly,
from L3+50E at 24605 to L4E at 2+20S8 with values as
high as 3.5 ppm.

- An elongated bullseye at LI+50E, 2+80N of 1.5 ppm Ag.

Arsenic

The best arsenic anomaly on the property is a large circular

feature in the south central portion of the property, centred about a high of
825 ppm at L&4E, 2+20S.

Other anomalous areas include:

- a north-south trending anomalous horizon centred over
the main showing, with a high of 222 ppm.

- from L2E at 24+60N to LOE at 3+20N, a west-northwest
trending strong linear anomaly with values as high as

385 ppm.

- at L1E, 34+80N, a bullseye anomaly of 54 ppb.
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- at LO+50W, 5+00N, a2 bullseye anomaly of 58 ppm.
- at LO, 1+20N, a bullseye anomaly of 87 ppm.
Antimony
The strongest Sb anomaly on the property is a large broad
area in the south central portion of the property centred around a high of 100
ppm at L4E, 2+208. Other anomalies include:
- A very strong distinet 1linear horizon from L2E at
24+60N to LO at 3+20N, with values as high as 31 ppm.
This feature, trending west-northwest, can be traced

for 200 meters.

- A bullseye anomaly centered over the main showing of
17 ppm.

Combined Base Metals

The results of the Cu-~Pb-Zn analyses were not as effective
in delineating distinctly anomalous areas and were generally blind to the Main
Showing. Two areas stand out as being very elevated, around LI+50E at 2+70N
(535 ppm) and L4E at 3+20S (466 ppm).

Obviously the best anomalies are those with some strike
length and with multi-element signatures. Four excellent anomalies present
themselves based on these criteria, and they are;

- the area around the main showing, which carries
anomalous Au, Ag As and 5b.

- the broad circular anomaly centred around L4E, 2+20S,
which carried anomalous Au, Ag, As and Sb.

- the strong linear anomaly from L2E at 2460N to LO at
3+20N, which carries highly elevated Ag, As and Sb
values.

- the strong linear anomaly from L4+25E at 2+30N to L3E
at 2+60N, which carries elevated Au and Ag values,

These four anomalies warrant testing by diamond drilling or
power stripping. The other anomalies discussed here should all be re-sampled at
tighter sample intervals over larger areas, to ascertain their true
significance.
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3.3 Geophysical Surveys

3.3.1. Magnetometer and VLF Surveys

3.3.1. 1) Methods Employed

Scott Geophysics of Vancouver, was contracted to
complete total field magnetomer, vertical gradient magnetometer, and VLF-EM
surveys on the Pictou Property on behalf of Homestake Mineral Development
Company Ltd. The survey was completed in late June, and comprised of coverage
of approximately 9 kilometers of cut-line grid.

Both  total field and vertical gradient
magnetometer readings were taken at 20 meter intervals. All values were
corrected for diurnal variation using a fixed base station sampling at 6 second
intervals.

Station NPM, Lualualei, Hawaii, was used for the
VLF-EM Survey. Readings of horizontal field strength, in-phase, and quadrature
were taken at 20 meter intervals.

Instrumentation wused in the survey was a
Scintrex IGS configured to operate as a total field and vertical gradient
magnetometer, and as a VLF-EM receiver. A Scintrex MP4 served as the base
station magnetometer and cyled at 6 second intervals. Both units record all
measurements in internal memory. All magnetometer measurements were corrected
for diurnal variation with reference to the base station.

The survey data was archived, processed and
plotted using a Corona PPC 400 microcomputer, rumning Scintrex IGS applicatioms
software and Scott Geophysics proprietary software.

Appendix 4 contains all pertinant maps,
specifically;

— 1:5000 Ground Magnetometer Survey, Total Field Data

- 1:5000 Ground Magnetometer Survey, Total Field Contour Plan

- 1:5000 Ground Magnetometer Survey, Vertical Gradient Data

- 1:5000 Ground Magnetometer Survey, Vertical Gradient Contour Plan
-~ 1:5000 VLF-EM Line Profile Plots

- 1:5000 VLF-EM Fraser Filter Data

- 1:5000 VLF-EM Fraser Filter Contour Plan

3.3.1 ii) Results and Interpretation

Total Field Magnetics

As discussed in Section 3.1.2, of this report,
the property is underlain by three major 'lithologic' types, namely strongly
serpentinized ultramafic, completely altered (silica- carbonate- mariposite)
ultramafic, and andesite.
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The magnetic signature of the serpentinized
ultramafics is that of a strong high (generally above 58,000 nT), usually with
significant magnetic relief due to variable magnetite content within the
lithology.

The magnetic signature of the completely altered
(silica~ carbonate~ mariposite) ultramafics is one of a distinct low, usually
less than 57,000 nT. As implied by the unit name, the hydrothermal alteration
has completely destroyed all magnetite, and almost all ferromagnesian minerals
in the ultramafic rock. The low magnetic signature of these rocks is also
generally quite flat, as there is little variability in components that would
affect magnetic field.

The andesites generally  exhibit a flat
intermediate magnetic signature, in the 57,000-58,000 nT range, but this
signature is easily distorted by proximity to highs or lows.

Obviously then, the most practical use of a
total field magnetic survey, In this case, is to aid in tracing the extent of
lows (equal altered ultramafics) and highs (equal serpentinized ultramafic).

Two very prominant lows exist on the property.
One trends north-south from the south-east corner of the property to the
central-east part of the property, and coincides well with a large exposure of
silica- carbonate- mariposite altered ultramafic rock.

A second low trends northwest-southeast across
the northern half of the property, and although exposure is limited in this part
of the property, 1t appears, again, to correspond with silica- carbonate-
mariposite altered ultramafic rock. The outlines of these lows were employed,
together with chargeability, in determining the contacts between 'altered' and
serpentinized ultramafics,

Prominant magnetic highs occupy most of the
west-central to south-west parts of the property, corresponding with exposures
of serpentinized ultramafics. Other prominant highs on the property, notably in
the north-central and east-central parts of the property where there is little
exposure, were, based on thelr magnetic signature, interpreted a representing
areas underlain by serpentinized ultramafics.

Vertical Gradient Magnetics

Vertical gradient magnetic data is very useful
in interpreting and delineating structural trends and sharp contracts between
lithologies of contrasting magnetic signature, as it greatly accentuates areas
of strong magnetic relief. As can be seen from the enclosed contoured vertical
gradient plan map, areas of ‘'altered' ultramafics exhibit a very flat signature,
whereas areas of serpentinized ultramafics are characterized by high relief.
The strong linear lows and highs seen in the total field mag data, in the
central part of the property, are exaggerated by the gradient data, and aid in
determining their orientation. In general, the data was most useful in
illustrating the overall nothwest-southeast structural trends on the property.
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3.3.2 1i)} Results and Interpretation

Chargeability

Several very prominant chargeability highs were
delineated by the survey, most notably the entire southwest corner of the
property.

This area is wunderlain by massive strongly
serpentinized ultramafics, which commonly produce strong —chargeability
anomalies.

Other areas with strong chargeabilities, of
generally greater than 20 milliseconds, also appear to be signatures of
serpentinized ultramafics, and this contour was useful in determining the extent
of the serpentinites, in combination with the magnetic data,

There appears to be no strong sulphide related
chargeability responses on the property. The most intriguing chargeability
feature is a very weak, subtle, noth-south trending respomnse in the 10-12
millisecond tange that appears to be associated with exposures of
silica-carbonate-mariposite altered ultramafics at and south of the main showing
area. This may be an indication of anomalous sulphide content at depth within
this lithology, as mone was observed on surface.

Alternatively, and less optimistically, it may
reflect a decrease in silica-carbonate-mariposite alteration Intemsity, and
corresponding increase in serpentine content of the ultramafic rocks at depth.
In comparing the N=1 and N=2 chargeability maps, the intensity of the
serpentinite related anomaly appears to be increasing at depth (i.e. stronger on
the N=2 map), supporting the interpretation of decreasing alteration intensity
with depth.

Resistivitz

The most prominant features on the contoured
resistivity plan map are strong lows (to less than 500 ohms-meters) clearly
related to deep overburden cover, along the eastern edge of the property covered
by fluvial gravels of Pine Creek, and the south-central portion of the property
occupied by a large open bog.

A strong resistivity high is associated with a
north-south trending exposure of silica-carbonate-mariposite altered ultramafics
in the south-east part of the property. A series of highs occupy the northwest
corner of the property in areas believed to be underlain by serpentinized
ultramafics. The resistivity therefore is not a reflection of alteration or
mineralization, but rather the inherant highly resistive nature of these
lithologies.
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3.4 POWER STRIPPING PROGRAM

Based on the encouraging results returned from the initial sampling program
over the "™MAIN SHOWING' area, a power stripping program over the showing was
completed, in an effort to better expose and understand the style and
orientation of vein hosted gold mineralization.

A John Deere 450 mounted backhoe spent two days removing overburden from
the showing, followed by 5 days of washing employing a high pressure Wajax pump.
This very effectively exposed a 400 square meter area over the showing, allowing
detailed 1:100 scale mapping and chip-channel sampling to be carried out.
Appendix 2 contains the results of this work, namely:

- 1:100 GEOLOGY AND GOLD GEOCHEMISTRY, MAIN SHOWING, PTCTOU PROPERTY
~ 1:100 TRACE ELEMENT GEOCHEMISTRY, MAIN SHOWING, PICTOU PROPERTY

The exposed 'MAIN SHOWING' is hosted exclusively within UNIT 3,
silica—-carbonate-mariposite altered ultramafics, which locally exhibits varying
intensities of the three alteration components. ¥For the most part, the host
rock is a beige, intensely cabonatized (an assemblage of magnesite, ferroan
dolomite, and ankerite of variable and unknown proportions), moderately
silicified rock with highly variable mariposite content reanging from 57 to 30Z.
A few areas, notably along LOH30E, exhibit intense silicification, to a grey,
aphanitic cherty rock. One small zone of talc—carbonate alteration was observed
in the northeast section of the exposure, and may be proximal to a contact with
serpentinized ultramafics.

The host rock 1is mwassive 1in the sense that it exhibits no
pervasive feliation, but is invariably intemnsely fractured, at highly variable
orientations. Quartz and magnesite are the most common fracture filling
minerals. Multiple generations of shearing and quartz/quartz-carbonate vein
emplacement occur in the exposure,

The most prominent shear/vein sets trend at 110°-290° in the western
portion of the exposure, east-west in the central portion of the exposure, and
70°=250° in the eastern portion of the exposure, and all dip south at highly
variable angles from as low as 25° to 60°. The most prominant of this vein set
generally exhibit a very shallow dip of 25°-30°. This arcuate trend to the
vein/shear sets may be indicative of dilatancy developed during flexural folding
or doming to the north.

The quartz and quartz carbonate veins are generally very thin, rarely
exceeding 5 centimeters. They do, however, exhibit fair continuity, although
exposure is still insufficient to develop a sense for their strike potential.

The 1largest lithostructural feature on the exposure is a ‘'carbonate
breccia' zone trending at 50-60° across the eastern part of the showing, and in
places up to 2 meters thick. The 'breccia' consists of angular altered wallrock
fragments in a coarse carbonate matrix, the carbonate having 'healed over' a
linear, rubble filled cavity.
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To assess the economic potential of the showing, 2 meter chip-channel
samples were taken along sample lines at 5 meter intervals across the entire
exposre. In addition to this sampling program, a series of grab samples were
taken from veins and shears, to ascertain their individual grades, and gain an
understanding of the style of mineralization. All 62 samples were analyzed for
gold geochemically by atomic absorption, and for a suite of 30 elements by ICP.
As mentioned, the pertinent maps appear in Appendix 2 of this report.

Gold grades In some of the thin quartz veins is spectacular, commonly in
the 15 g/T range and in places as high as 61 g/T Au. Silver values are equally
impressive, commonly 200-300 g/T and as high as 436 g/T (14 o0z/T).

The results of the chip channel sampling program, however, were sobering,
with only 3 samples from the exposure returning ore grade assays. They were;

— on LO+15E, from 2-4 M North,
14.29 g/T Au, 183.8 g/T Ag.

- on LO+15E, from 4-6 North,
7.66 g/t Au, 69.1 g/T Ag.

-~ on LO+15E, from 2-3 M South,
7.26 g/T Au, 130.4 g/T Ag.

These values represent ore grades over mineable widths, and the showing
warrants further testing via diamond drilling.

The style of gold mineralization in the system is epithermal to
meosothermal in chemistry, as the gold 1s clearly associated with highly
anomalous silver, arsenic, antimony, and to a lesser extent base metal wvalues.
The veins, on surface, are often extremely sulphide or sulfosalt rich, with a
black, grungy appearing sulphide, {probably tetrahedrite or pyrargyrite judging
from the geochemical results), the most common iIndicator of 'high grade' While
the mineralization is apparently exclusively hosted in vein material, there
appears to be a weak pervasive enrichment of Ag and Sb throughout the entire
showing area.
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4, ITEMIZED COST STATEMENT AND ALLOCATION OF EXPENDITURES

4.1 Itemized Cost Statement

Below is a summary of costs incurred on the property in the course of
completing the work herein described.

i)  Linecutting - 9.6 kilometers @$325/km.
{as invoiced by Eaglehead Exploratiom) $ 3,120.00

ii)  Geophysical Survey Costs
(as invoiced by Scott Geophysics)

- 9.46 kilometers of VLF-MAG survey,
@$150/km. 1,419.00

- computer processing of above data 235.80

- 9.4 kilometers of IPR~11 survey,
as invoiced 11,612.14

- computer processing of above data 235.80
TOTAL GEOPHYSICAL SURVEY COSTS $13,459.64

i1i) Power Stripping Costs

- 16 hours, @$45/hour, as invoiced by
Yvon Trudeau, Atlin, B.C. $ 720.00

iv)  Analytical Costs

- 225 rock samples, analyzed for
30 elements by ICP & Au by A.A.
@$14.25/sample, as invoiced by
Acme Analytical Labs $ 3,206.25

- 400 soil samples, analyzed for
30 element by ICP & Au by F.A./A.A.
@$12.00/sample, as invoiced by
Acme Analytical Labs 4,800.00
TOTAL ANALYTICAL COSTS $ 8,006,25

v) Salaries and Wages

Duncan McIvor: June 2-12/87 11 days

(including Aug. 20-22/87 3 days
report Dec. 1-3/87 3 days
preparation) 17 days @$115/day $ 1,955.00
Joanne Bozek: June 2-12/87 11 days
11 days @$85/day 935.00
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Philip Southam: Aug. 7-15/87 9 days

9 days @$85/day 765.00
Stephen Gill: Aug. 7-15/87 9 days

Aug. 20-22/87 3 days

12 days @$65/day 780.00

SUB TOTAL $ 4,435.00

+207 BENEFITS, ETC. 887.00

TOTAL SALARIES AND WAGES $ 5,322.00

vi) Food and Accommodation Costs

@$35/day/man
49 man-days x $35 $ 1,715.00

vii)} Transportation Costs

Fuel and maintenance on 2 trucks,
@$25/day x 23 days $ 575.00

viii) Miscellaneous Field Equipment Costs

Flagging tape, topofil, sample bags,
drafting equipment, mylar, etc. $ 300.00

TOTAL EXPENDITURES $33,217

4.2 Allocation of Expenditures

All expenses reported above were incurred through direct exploration
on Mining Lease 32, comprised of the Pictou (L5643) and Scarab (L5644) claims.
The Mining Lease 1is part of a larger grouping of claims known as the "West"
group on which these expenditures will be applied as noted in the statement of
Exploration and Development.

DMc /mm
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