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SUMMARY

The Gypsy-Roy property is located in the Nicola Mining Division, on NTS map sheet 0921/07W at Lat. 50°, 20,
30" N, Long. 120°, 51’ W., about 25 km north of Merritt, B.C., on the west side of the Guichon Creek Valley.
The property consists of 155 units in 10 claims and covers about 3500 hectares.

The property has been extensively explored since the turn of the century for Vimy type high grade porphyry and
vein copper deposits and since the 1950’s for Highland Valley bulk tonnage low grade porphyry copper deposits.

Access to the property is via highway #97 from Merritt to Lower Nicola. Then north on the Chataway lodge
road for 7 km, then northeast through the Aberdeen and Dot mineral properties. Numerous new roads cross
the area. The drilling was completed on the Gypsy 1 claim about 1 km south of Gypsum Lake.

The property lies within the Intermontane Superterrain and covers a part of the east side of the lower Jurassic
Guichon Creek Batholith and its contact with coeval in part lower Jurassic Nicola Group volcanics and
sediments. The Nicola Group and its related intrusives are remnants of a west facing island arc that was
obducted onto ancestral North America during the mid Jurassic.

The Guichon Creek Batholith hosts several world class porphyry copper-molybdenum deposits of calc-alkalic
affinity, as well as many smaller ones. Nearly all of these deposits appear to be related to north striking
subvertical and the intersection with northwesterly striking steeply dipping faults. The smaller deposits in the
area of the Gypsy-Roy property are closely associated with, and often are confined to these structures. The
larger ones may contain disseminated mineralization with the surrounding wall rocks.

Collision related activity during the Jurassic have tilted the lithologies moderately to the east.

The targets chosen for the 1998 program was an area of old bulldozer trenching about 1 km south of Gypsum
Lake where traces of copper bearing mineralization was found. The trenching was reportedly an IP resistivity
anomaly.

In May 1998, Mr. Pederson, a director of Alhambra Resources Ltd. and Tarco Qil and Gas Ltd. retained the
writer for the purposes of logging and sampling of any mineralized drili core.

The drilling encountered Guichon Creek Intrusive rocks of the Guichon and Chataway varieties that were often
extensively sheared and chlotitically altered. Local argillic and sericite alteration zones were noted. Potassic
alteration was localized and very weak. Structural control of alteration and mineralization was high.

11 samples were taken. Only one returned moderately anomalous copper and molybdenum mineralization.
No further work is recommended in the area of this drill program.

Exploration targets do exist elsewhere on the property. However further exploration should only follow a
thorough evaluation of past exploration results. A $200,000.00 phase one program of surface work a drilling
on the targets defined by the compilation is recommended. Contingent on the Phase 1 results a $500,000.00
phase 2 program of mostly drilling conld be recommended.
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INTRODUCTION
The following report documents the results of a diamond drilling program completed in May
1998 on the Gypsy 1 claim owned by Tarco Oil and Gas Ltd. The writer was retained by Mr.
Henry Pederson, a director of Alhambra Resources Ltd. which owns Tarco Oil and Gas Ltd. to

monitor the diamond drilling, log and sample the core and to complete the following report.

LOCATION AND ACCESS

The Gypsy property is located on NTS map sheet 092I/07W at Lat. 52°, 20" 30’ N., Long. 120°,
51’ E., near Gypsum Lake some 25 km north of Merritt B.C. Access to the property is via
numerous old mining and newer logging roads that generally originate from major arteries
accessing Merritt. Access to the drill site was via the Chataway Road and by subsidiary logging
roads east from the 20 km point or via the old Aberdeen Mine road, and north through the Dot
mineral property to the Gypsum Lake area. The site of the 1998 drilling is about 150 meters
southeast of Twilight Lake, some 1000 meters south of Gypsum Lake.

. CLIMATE TOPOGRAPHY AND VEGETATION
The Property is located in the Intermontane Physiographic region. The topography is moderately
rolling with numerous sloughs, ponds and small lakes. The dominant vegetation is upland fir and
spruce with local cedar bush in swampy areas. The climate is sub-continental with moderately

hot summers and long winters. Precipitation is about 1 meter.
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PROPERTY
The Gypsy and Roy Properties comprise the following contiguous mineral claims. The claims
are located in the Nicola Mining Division.
TABLE 1 - TENURE

NAME RECORD NO. # OF UNITS EXPIRY
GYPSY 1 357015 14 Junc 28, 1999*
GYPSY 2 357016 20 June 27, 1999*
GYPSY 3 357017 20 June 26, 1999*
GYPSY 4 357018 1 Junec 28, 1998
ROY 1 359625 20 October 8§, 1999* *
ROY 2 359626 20 October 8, 1999*
ROY 3 359627 10 October 10, 1999*
ROY 4 359628 10 October 10, 1999*
ROY 5 359629 20 October 10, 1999*
ROY 6 359630 20 October 10, 1999*
total units 155

The mineral claims comprise 155 units and cover about 3,500 hectares.
* providing acceptance for assessment credits the work this report documents.

HISTORY

The exploration history on the property is extensive. Numerous small pits and adits date from
the turn of the century in efforts to expose high grade copper mineralization. Since the mid
1960’s the focus has been on exploring for bulk tonnage porphyry copper deposits. Most of this
work was confined to ground geophysics, in particularly induced polarization and ground
magnetics, although geochemical, geological, trenching and diamond drilling work was also
completed.

Results of these surveys suggest, that rather than large lower grade disseminated copper deposits,

smaller but often higher grade copper deposits provide valid exploration targets on the property.
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REGIONAL GEOLOGY
The Gypsum Lake area is located within the Intermontane Superterrane and underlain
predominantly by rocks of the Quesnel Terrane island arc volcanics, derived sediments and
intrusives of the Upper Triassic Nicola Group. The oldest common lithologies in the area are
middle to late Triassic aged calc-alkalic mafic, intermediate and felsic volcanic rocks with
interbedded volcanic sediments and reefoid carbonates of the cast facing Western Belt of the
Nicola Group. Adjacent to the Western Belt and in fault contact to the east are the alkaline
mafic flows and pyroclastics of the Central Nicola Belt. Further east, also in fault contact are the
mafic augite phyric volcaniclastic rocks and derived sediments of the Eastern Nicola Belt. These
grade into and partially overlie greywackes, argillites, limestones and alkalic tuffs of the eastern
Sedimentary Belt.
These rocks have been intruded by coeval to slightly later (earliest Jurassic) calc-alkalic
batholithic sized intrusive bodies such as the Wild Horse and Guichon Batholiths; and plugs,
stocks and small batholiths of dominantly aikalic rocks such as the Iron Mask Batholith into the
eastern and central belt volcanics. These intrusive rocks are often host to significant porphyry
copper mineralization.
The world class Highland Valley porphyry copper deposits northwest of Merritt are hosted by the
calc-alkalic Guichon batholith, and deposits such as Afton and Ajax near Kamloops which are
hosted alkalic Iron Mask batholith are the closest significant examples of these two deposit types.
These arc rocks were obducted onto western north America during the mid Jurassic. It is
believed that the batholith and the overlying volcanics as a block have been tilted to the east
resulting in generally east dipping stratigraphy and west dipping verticat structures. The rocks in
this area were subjected to a dextral transpressive tectonic regime resulting in northeast directed
folding, shearing and southeast striking, southwest dipping thrust faulting.
Erosion from the mid Jurassic to the early Tertiary exhumed the Nicola rocks to the level where
intrusive bodies are now exposed. Cretaceous sinistral transpression? changed to early Tertiary
dextra] transtensional activity regenerated the existing structures, and generated new dominantly
north striking dextral structures, with subordinate northeast and east striking 'basin and range’

block faults. This activity created numerous variably shaped fault bound basins now occupied by
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major drainages such as Guichon Creek and the Coldwater River; and lakes such as Nicola Lake
and Stump Lake.

Unconformably overlying the Nicola lithologies are Eocene subaerial volcanics and subareal and
subaqueous sediments of the Kamloops Group that now tend to occupy fault bound depressions.
Remnants of undeformed Miocene "Chilcotin Group” flood basalts are found northeast of
Merritt.

Quaternary "Valley" Basalts are found just east of Merritt, and in the Quilchena valley some 15
km east of Merritt.

Pleistocene to Recent accumulations of consolidated and unconsolidated glacial, interglacial and
post glacial sediments cover large expanses of the area, particularly south slopes and in basins.

Pieistocene glacial drift varies from very thin to locally deep.

PROPERTY GEOLOGY

The claims cover part of the east side of the multiphased Guichon Creek Batholith. The claims
are underlain on the east by Nicola Group volcanics, and under most of the claims by various
phases of the Guichon Creek Batholith. These are, from east to west medium grained border
phase gabbroic to dioritic, and slightly later medium grained monzodioritic (Guichon Phase) and
coarser grained granodioritic (Chataway phase) rocks. Near Mamit Lake, a small coarse grained
satellite intrusive called the Gump Lake Stock that is thought to correlate to the Bethsaida phase
occurs. These rocks, especially the Nicola, Border, Guichon and Chataway phases in turn have
been intruded by dykes of various compositions ranging from aplitic to ultramafic.

Copper +/- molybdenum +/- silver +/- gold mineralization in the batholith are hosted in and
adjacent to the intersection of subvertical north and northwest structures. The numerous
porphyry copper deposits found within the Batholith in aggregate total over 2 billion tonnes
grading in excess of 0.4% copper. The world class Valley deposit itself contained over 800
million tonnes of ore. In the Gypsum Lake area, smaller, higher grade, oxidized copper deposits
are hosted by north and northwest trending steeply (now) west dipping structures. The Dot,
Vimy and Aberdeen deposits each contain several hundred thousand to over 1 million tonnes

grading greater than 1% copper, with locally significant silver and gold values. These deposits
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RENAISSANCE GEOSCIENCE SERVICES, 879 McQueen Drive, Kamloops, B.C. V2B-7X8
J.EL. (Leo) Lindinger, P. Geo. , FGAC, Consulting Economic Geologist

] p T -

_ i/
SIMPLIFIED LEGEND
TERTIARY
(v] Kamiloops Group
CRETACEOUS
] Spences Brdge Group
JURASSIC
LL]  Ashcroft Formation
TRIASSIC-JURASSIC
aﬁwﬁm
o e hee
]  BethsakdaPhase
[ ] skeena varety

and Brecclas -

FIGURE 4 - GYPSY-ROY PROPERTY - 0921/07TW

PROPERTY GEOLOGY from Casselman et. al.

PhiFax 250-554-6887, AutoTel{Fax 250-371-9961, Cellular 250-319-0717




RENAISSANCE GEOSCIENCE SERVICES, 879 McQueen Drive, Kamloops, B.C. V2B-7X8
J.EL. (Leo} Lindinger, P. Geo. , FGAC, Consulting Economic Geologist
are hosted by or associated with Dot phase granodiorite, a fine grained variety with a similar
composition to but which intrudes and is slightly later than the Chataway phase.

Glacial till sourced from the north covers most of the property and ranges from nil to over 20

meters thick.

1998 DRILLING PROGRAM

The drilling was completed near the west side of the Gypsy 1 claim southeast of a small lake
south of Gypsum Lake called Twilight Lake. The drill holes undercut an area of extensive
trenching that was completed to expose the bedrock source of a induced polarization resistivity
anomaly. Small fracture controlled copper mineralized zones were found in the trenches.

Drill hole G-98-01 was drilled at 295 Az. at a -45 degree dip. The hole was drilled to 527 feet
(160.6 m.). Drill hole G-98-02 was drilled from the same location and had a bearing of 055
degrees. This hole also was drilled at a -45 degree dip and to a depth of 467 feet (142.34 m.).
(refer to Figure 2 for drill site location, and Figure 6 for detailed pictorial information)

Ph{Fax 250-554-6887, AutoTel/Fax 250-371-9961, Cellular 250-319-0717
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RESULTS

11 samples of drill core were submitted for 30 element ICP analyses at Ecotech Laboratories Ltd.
of Kamloops B.C. One sample, 94657 was also analyzed for gold.

Most samples returned weakly anomalous results for copper, locally silver and molybdenum.

Results are tabulated below. Distances are in meters.

TABLE 2 - DRILLING AND ANALYTICAL RESULTS

|| Hole # | from to | width | TAG # | Cuppm | Mo ppm | Ag ppm | Au ppb ]
|| G9801| 615 60| 25| 94651 142 1 <02
fcos01| 1340 1370 10| 94652 110 1 <02
G9801| 1370 | 1400 30| 94653 116 <1 <02
G98-01 | 1450 | 1465 151 94654 8 2 <0.2
G98-01| 1578 | 1603 | 15| 94655 161 2 <0.2 ll
G98-02| 462| 477 15| 94656 34 3 <02
I’ G98-02 | 477| 298| 21| 94657 1842 60 4.6
G9802| 493| 513 15| 94658 90 6 0.4
G9802| 96.6| 980| 14| 94659 55 2 <02
G-98-02 | 1035 | 1040| 05| 94660 30 2 <02
|Gos-02| 1270 | 1273] 03] 94661 21 1 0.4
CONCLUSIONS

The drilling program did not cut any significant copper mineralization. The alteration intersected

is extensive, but is mostly propylitic and argillic. The alteration pattern may be indicative of the

periphery of a mineralized system and that significant copper mineralization may occur along

strike and at depth. Hallof, 1972a states that trenching and percussion drilling south of Twilight

Lake was completed in 1969 by probably Bethlehem Mines Ltd. with minor copper mineralization

encountered. His (Hallof) survey indicates better IP response south of where the 1998 drilling

took place.
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J.E.L. (Leo) Lindinger, P. Geo. , FGAC, Consulfing Economic Geologist

TABLE 3 - EXPENDITURES

Expense Item rate days-km-ft misc Total Cost
Preparatory surveys
Elmer Stewart | §  400.00 2 | $/day $  800.00
Travel and Expenses $ 375.00
Drilling - including Mobilization $ 1650 1000 | $/ft+$46.48 | $ 16,546.48 |
Analyses $ 22657
Supervision
H. Pederson - project supervisor | §  400.00 8 | $/day $ 3,200.00

J.E.L. Lindinger, P.Geo - site geologist [ §  321.00 5 | $/day $ 1,605.00
Accommodation - Merritt $ 90.00 6 | $/day $  540.00
Vehicle - Pederson $ 0.50 1300 | $/km $ 650.00
Vehicle - Lindinger $ 4500 5 | $/day $ 22500
Communications $  300.00
|| Report $  700.00
I $ 25,168.05

Ph{Fax 250-554-6887, AutoTel/Fax 250-371-9961, Cellular 250-319-0717



RENAISSANCE GEOSCIENCE SERVICES, 879 McQueen Drive, Kamloops, B.C. V2B-7X8 9
J.E.L. (Leo) Lindinger, P. Geo. , FGAC, Consulting Economic Geologist

RECOMMENDATIONS _
A thorough compilation of the extensive historical database is necessary to fully evaluate this
large property and the direction to take for future exploration.
In the short term several drill holes near the west side of Mamit Lake completed by Bethlehem
Resources Ltd. in 1969 intersected anomalous to subeconomic grades of copper mineralization
on what is now the Roy 2 claim. The best intersection was 50 feet (15.24 meters) grading 0.41%
copper within a wider intersection of 170 feet (51.83 m.) grading 0.19% copper (Hallof, 1972b).
There is no evidence that gold, silver or molybdenum were analyzed for. The IP survey this
report discusses indicates better IP responses occur south of the drill site. This area remains
untested and would appear to be an obvious drill target for future work.
Further work on much of the property is recommended with multi-phased target development
partially contingent on the results of the property compilation. Much of this work would be
reestablishing old grid lines that cover the entire property, and then filling in, detailing and
extending any geochemical, geological and geophysical anomalies from past surveys. Drilling
testing these targets would follow. A $200,000.00 phase 1 program incorporating the above

mentioned items is proposed.

Ph{Fax 250-554-6887, AutoTel/Fax 250-371-9961, Cellular 250-319-0717



RENAISSANCE GEOSCIENCE SERVICES, 879 McQueen Drive, Kamloops, B.C. V2B-7X8 10
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TABLE 4 - PROPOSED EXPENDITURES

Compilation $ 5,000.00
Location and redefinition of past Geophysics | Geochemistry | $  40,000.00
anomalies
Drill testing (Phase 1) 1500 M @$60.00 per | $  90,000.00
meter
Analytical costs - drilling 300 samples | @$25.00 per [§  7,500.00 |
sample
Supervision and Personnel $ 20,000.00
u Accommodation and food / of eSSt > $  10,000.00 f
| Report A= ' NGER $  4,000.00 "
Subtotal : .\ M{é\d $  176,500.00 ||
Contingency @13% vanmar $ 22945.00

[

. || Total program $ 199,445.00

Contingent on these results a $500,000.00 Phase 2 program comprising mostly drilling of any

partially delineated mineralized zones would be proposed.

PhiFax 250-554-6887, AutoTel{Fax 250-371-9961, Cellular 250-319-0717
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STATEMENT OF QUALIFICATIONS

I, J E. L.(Leo) Lindinger, hereby do certify that:

I am a graduate of the University of Waterloo (1980) and hold a BSc. degree in honours Earth
Sciences.

I have been practicing my profession as an exploration and mine geologist continually for the
past 18 years.

I am a fellow in good standing with the Geological Association of Canada (1987).

I am a registered member, in good standing as a Professional Geoscientist with the Association
of Professional Engincers and Geoscientists of the Province of British Columbia (1992).

I have a no interest, material or otherwise in the Gypsy and Roy Claims, Alhambra Resources
Ltd. and Tarco Qil and Gas Ltd., nor do I expect to have any.

The observations and conclusions reached in the report are based in part on visual examination

of some of the rock and mineralized exposures on the property, detailed examination of the

diamond drill core from the 1998 program which this report documents, and a brief examination

of extant assessment and internal company reports covering various parts of this and adjacent
properties.

‘va }1 mzs
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. APPENDIX 1 - ANALYTICAL RESULTS
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3-Jun-98
ECO-TECH LABORATORIES LTD. ICP CERTIFICATE OF ANALYSIS AK 98-167 TARCO OIL & GAS LTD.
10041 East Trans Canada Highway Suite 400-933 7th Avenue S.W,
KAMLOOPS, B.C. CALGARY, ALBERTA
V2C 614 T2T 5R6

ATTENTION: MIKE REKLOVICH/HENRY PETERSEN
Phone: 604-573-5700

Fax :604-573-4557

No. of samples received: 11
Sampie lype: Rock
PROJECT #: None Given
SHIPMENT #: 98-01

Values in ppm unless otherwise reported Sampies submitied by: Leo Linndinger
. Tag#  Au{ppb) i Cr Cu Fe% Ni Sr u Ll Y
1 94851 - <02 09N < 25 <5 119 < 9 76 142 215 <10 0.57 248 1 003 5 390 4 <5 <20 22 0068 <10 51 <10 2 15
2 94652 - <02 0M <5 25 <5 089 <t 10 77 110 218 <10 082 312 1 0.04 6 440 4 § <20 - 19 003 <10 48 <10 5 33
3 94653 - <02 08 <5 35 <5 085 <1 9 57 116 212 <10 064 288 <1 0.04 4 430 4 5 <20 21 004 <10 50 <10 4 30
4 94654 - <02 032 <5 15 <5 88 <« 3 69 8 o7 10 0.07 810 2 002 «1 280 <2 5§ <20 54 <00 <10 7T <10 12 19
5 94655 - <02 11 <5 30 <5 146 <« 9 47 161 215 <10 058 299 2 005 4 420 4 <5 <20 35 007 <10 59 <10 2 20
6 94656 - =02 077 <5 20 <5 185 <« T T4 34 197 <10 052 430 3 0.03 4 470 2 <5 <20 28 002 <10 46 10 5 27
7 94657 5 46 038 <5 30 <5 862 <« 4 83 1842 341 <10 005 2788 60 <0.01 <1 140 2 =<5 <20 64 002 <10 40 20 2 10
8 94658 - 04 070 <5 50 <5 372 <« 7 88 90 198 <10 037 1220 6 0.02 4 440 4 <5 <20 ' 42 <001 <10 35 10 6 3
9 94659 - <02 136 <5 20 <5 435 <« g 24 55 172 10 086 629 2 003 3 430 4 10 <20 58 <001 <10 25 <10 8§ 48
10 94660 - <02 204 <5 20 <5 158 <« 10 74 20 290 <10 1.76 498 2 003 . 5 440 4 10 <20 25 <00t =10 35 <10 4 80
11 94661 - 04 080 <5 20 <5 =0 < 5§ 60 21 132 <10 052 1797 1 002 2 280 <2 5 <20 57 <00t =10 17 <10 12 22
QC DATA:
Respiit:
1 94651 - D2 08 < 25 <5 124 <« 9 67 154 213 <10 059 247 <1 004 3 420 4 <5 <20 29 006 <10 53 <10 3 14
Repeat:
1 94651 - <02 0 <5 20 <5 120 <1 9 7t 150 205 <10 058 244 <1 0.03 4 400 4 <5 <20 20 006 <10 49 <10 2 15
7 94657 5 - - - - - - - - - - - - - - - - - - - - - - - - - -
Standard:
GEO's8 - 12 174 65 145 <5 175 <1 18 53 82 384 <10 0850 664 <1 002 23 610 16 <5 <20 55 010 <10 73 <10 3 64
dﬂ164 . L—vﬂ
XLS/o8 O-TECH LABORATORIES LTD.
fax: €} 250-757-8776 hamvy petersan ank 4. Pezzoth, A.Sc.T.

Page 1 B.C. Certified Assayer
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APPENDIX II - DIAMOND DRILL LOGS
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