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This report describes t l~e results of a diamond drilling program conducted on the 
1,odestone Property on behalf of Sargold Resource Corporation . The objective of the 
program was to obtain sufficient, closely spaced, data regarding the average magnetite 
c t ~ ~ ~ t e ~ i t  in the host clinopyroxenite unit to support a resource calcuPation acceptable under 
the provisions of NJ 43- 1 0 1 . 

The 1,odestone property is situated in the Sirnilkameen Mining Division, approximately 
25 knra west of the town of Psnceton, or 1175 Ian east-nortlieast of Vancouver: in 
southwestern British Columbia (Figure 1). The property lies within the 'rulan~een 
Ultra~nafic Complex, on Lodestone Mou11tain, comprising four contiguous, modified grid 
system claims that total 50 units approximating 1,140 hectares, or 2,8 16 acres. 

Since the presence of magnetite on Lodestone Mountain was discovered in the early 
1900's. the area has been staked numerous times and has been the target of extensive 
exploration eEorts which ranged from early surface trenches to detailed prefeasibility 
studies in 1969-19'73. 

The principal mafic an$ altramafic units of the Tulmeen Ultramafic Complex comprise 
dunite/peridotite, olivine clinopyroxenite, hornblende clinopyroxenite, and gabbroic to 
dioritic rocks. The Lodestone property is underlain by a11 of the major rock units of the 
Complex, with t l~e exception of dunite and peridotite; however significant magnetite 
concentrations are only fouid in the clinopyroxenite unit. 'Tlie Lodestone magnetite 
mineralization occurs in a poorly constrained zone that appears to vary between 100 
meters and 400 meters in width, and trends nof-thviresterly for a minimum of 700 meters. 
Vertical drill holes located in the center of the clinopyroxenite have redched a maximum 
depth of 186 meters (61 8 feet) without encountering the bottom of the magnetite 
mineralization. The true thicluless of the zone has not been determined to date. 

Sargold Resource Corporation contracted Beaupre Diamond Drilling Ltd., of Princeton, 
B.C., to c a q T  out a diamond drilling program consisting of 15 vertically oriented 
diamond drill holes, aggregating 1,069 meters of NQ diameter core. The drill program 
was conducted between November 1 7fh and December 13, 2003. Holes were located in a 
rectangular grid pattern with a nominal 25 meter spacing between holes, in an area 
defined by previous drill programs as containing high magnetite concentrations. All 15 
holes of the currel~t drill program encountered medium to coarse grained magnetite 
bearing hornblende clinopyroxenite throughout their length. Good core recoveries were 
achieved, only two holes returned recoveries below 90%. Visual estimates of magnetite 
content ranged from 10 to 25%, with occasional short sections of +/- 50%. No significant 
amounts of pyrite or pyrrhotite were noted in the clinopyroxenite. Results of the Davis 
Tube analyses completed at the University of British Columbia were very encouraging, 
providing weighted average percent magnetite contents per drill hole ranging from 
19.54% to 27.25%. 





Specific gravity determinations conducted on 32 samples by Vison Scitec Ltd., provided 
an average specific gravity factor for the clinopyroxenite host rock of 3.34. 

A revised resource calculation, compliant wit11 regulations under National Instrun~eilt 43- 
101 and based on the results of the closely spaced diamond drilling program 
recommended by M. Tindall and J. Miller-Tait, has defined a nieasured resource of 2.035 
million tomes grading 24.33% magnetite. 



2.0 ZNTlttODUCTlfON and TERMS OF REFERENCE 

This report was prepared at the request of Saxgold Resource Corporation, and is written 
in compliance with reporting and disclosure requirements under National Instrument 43- 
101. The author's mandate was to conduct a diamond drilling program on the Lodestone 
Property and to prepare a new resource calculation conforming to the requiremelits of 
National Instrument 43-101. The prograni was based on recomnlendations in a 
Qualifying Report for Callley Developments Inc. (renamed Sargold Resource 
Corporation) entitled Geological Report for the Lodestol~e Property, Sirnilkameen Mining 
Division, M. Tindall P. Geo, J. Miller- Tait P. Ceo., June 5,2003. 

Information relating to items 6 to 11 under Form 43-101 has been largely excerpted fiom 
the above report. The author supervised the diamond drilling and sampling programs, and 
logged all of the core, between November 1 1 and December 17,2003. 

Substantial exploration efforts between 1962 and the early 1990's on the Lodestone 
property included considerable diamond and percussion drilling as well as preliminary 
feasibility studies. This work defined a large area of magnetite rich hornblende 
clinopyroxenite averaging approximately 14% magnetic iron. The historical resource 
estimates determined for the Lodestone Property do not confonn to the requirelnents of 
National Instrument 443-101. A diamond drilling program of closely spaced holes on a 
nominal 25 meter grid was reconmended to provide sufficient data for a new resource 
estimate compliant with NH 43- 10 1. 

3.0 DISCLNMER 

Title to the claims was investigated on March 18, 2004 on the website provided by the 
Ministry of Sustainable Resource Development for the Province of British Columbia. The 
website indicates that f ie  four claims discussed in this report are owned by 651030 B.C. 
Ltd., a company controlled by Richard Warke. The sale of 651030 B.C. to Sargold 
Resource Corporation closed September 2, 2003. Richard Warke is also President and 
CEO of Sargold Resource Corporation, the company that co~nrnissioned this report. The 
ministry website showed d l  four claims to be in good standing until October 4,2004. The 
author of this report is not aware of any encumbrances, royalties or contracts that may 
encumber the property. A legal review of property title was not part of the scope of this 
report. 

4.0 PROPERTY DESCWPTION AND LOCATION 

The Lodestone property is situated in the Sirnsilkameen Mining Division: approximately 
25 km west of the t o m  of Princeton, or 175 km east-northeast of Vancouver, in 
southwestern British Columbia (Figure 1). The property is centered at 49'28' north 
latitude and 122'50' west longitude on NTS map sheet 92W7. 

Access to the property is obtained from the village of Coalmont on the Tulameen River, 
via a good mainline logging access road tkat follows Blakeburn Creek (Figure 2). 
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The Lodestone property is located on Crown land and is comprised of four contiguous, 
niodified grid system clain~s tliat total 50 units and cover an area approximating 1,140 
hectares, or 2,8 16 acres (Figure 3). 

-4 review of the land tenure information provided on the Ministry of Mines and Energy 
website on March 18, 2004 indicates the claims are recorded as being 100% owned by 
651030 B.C. Ltd. All four claims are shown to be in good standing until October 4,2004. 
'Table 3.0.1 lists a summw of tlie claim information. 

Table 4.0.1 

The Lodestone property covers Lodestone Mountain and lies between elevations of 1,525 
and 1,895 meters above sea level. In general, topography is gently rolling to moderately 
steep. Outcrop is abundant along the northwestern trending ridge that forms the crest of 
Lodestone Mountain. This zone of outcrop conforms to the area of magnetite 
mineralization that was the target of previous exploration effsrts. Outcrop is scarce to 
non- existent elsew7bere on the property. 

The area surrounding the property is covered by mature fir forest, sari$ is being actively 
logged. Widely spaced, sub-alpine spruce, juniper and open grassy areas characterize the 
s u m i t  of Lodestone Mountain. Regionally, forested areas are generally underlain by 
glacial till. Glacio-fluvial deposits also occur at lower elevations in the river valley. 

The region lies in a transition zone between the Cascade Mountains to the west and the 
Interior Plateau, located f i h e r  to the east. The climate is transitional between that of the 
dry southern interior and the much moister Cascade and Coast Mountain ranges located 
to the west. S m e r s  are hot and dry while winters are cold with heavy snowfall at high 
elevations. Patches of snow can remain on the plateau areas of Olivine, Grasshopper and 
Lodestone Mountains until early June, and snowfalls can take place as early as niid- 
September. The climate of the Princeton - Coalmont area is moderate with temperatures 
ranging from the low 30's Celsius in summer to -1 5' Celsius in winter. h a 1  aLTerage 
rainfall is 21 8 mm. at Princeton and snowfall averages 150 cm. 

Supplies and services are available in Princeton, a distance of approximately 40 km by 
road from the property. Sufficient water for exploration purposes is available at 
Lodestone Lake, approximately "90 meters west of Lsdestoiic Peak, and immediately 
adjacent to the zone of magnetite mineralization. 
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During the late 1800's the Tulameen District was the most important producer of 
platinum in Nol-th h ~ e r i c a .  Platinum was recovered along with the placer gold from the 
Tulameen fiver and its tributaries. The platinum occurred as a fine, hard, silver-white 
lustrous metal wit11 a high specific gravity in the sluice boxes and gold pans, along with 
.the gold and heavy concentrations of black sands (magnetite and chromitite). Total 
platinum production from tlle alluvial operations was estimated to be approxiniately 
20,000 ounces from the area between 1885 and 1934 (O'Neil and Gunning. 1934). 

Preliminary geological investigations by government agencies in the Tularneen area 
included work by Kemp (1902): Cmsell (19131, Rice (19481, Findlay (1969), St. Louis 
(1 982, 1986), Wublee (1 986,1994). Nixon and Rublee (1987) classified the Tulamecn 
Alaskan-type ultramafic complex as potential hosts for commercially exploitable deposits 
of platinum metals. 

Since the presence of magnetite on Lodestone Mountain was discovered in the early 
1900's, the area has been staked numerous times and early, unrecorded, exploration is 
indicated by many old trenches on the property. 

1954 - I955 - United States Steel Corporation conducted a dip -needle survey and 
carried out an exploration program of drilling and trenching. The data fronl this work has 
been lost. 

1962 - 1970 - Imperial Metals and Power Limited conducted a series of exploration 
programs on the property. Iinperial Metals completed a ground magnetometer survey, 
trenching, and a total of B 1,600 feet of drilling in 60 holes. The majority of the drilling 
was done with a percussion machine on a drill pattern of 400 foot centers, on lines spaced 
800 feet apart. Much of the specific data from these exploration programs is no longer 
available, and the location of &ill core and percussion cuttings is unknown. 

I969 - Imperial Metals and Power commissioned Wright Engineers Etd. to conduct a 
preliminary feasibility study. The prefeasibility study investigated mining iron at 
Lodestoile Mountain, and coal at a nearby location. The two mine products would be 
used to produce metallized iron pellets (DM) for the steel industry. The DRI plant was to 
be located at the town of Coalmont. The Wright report is all-encompassing and includes 
resource calculations, metallurgical studies, mine and plant designs, and financial 
projections. 

19'93 - Dominion Foundries and Steel Ltd. (I[>ofasco) optioned the Lodestone property 
from Imperial Metals md Power. Dofasco completed nine diamond &ill holes and 17 
percussion holes for a total of 10,562 feet of drilling. The purpose of the drilling was to 
confirm the Wright Engineers reserves and to explore for increaqed reserves. Dofasco 
calculated new reserves, stripping ratios, and designed hypothetical pits. Dofasco 
concluded that the calculated "reserve" did not meet their requirement to support a 
1,200,000 toil per year iron oxide pellet operation for a minimum 20 year mine life. 



1984 - The renamed Imperial Metals Corporation began to evaluate the platinum group 
element (IQE) potential of the property. Drill holes 73-3, 73-8 and 73-9 were re-logged 
and re-sampled. Ninety nine samples were collected and analyzed for 30 elements by 
atomic absorption. Twenty three of those samples were assayed for iron, copper and 
platinum. Results of the platinum assays were negative. 

1986 - The property was re-mapped and prospected. Eleven silt and concentrate samples 
were collected from streams draining the property and 37 rock samples u7clre collected. 
All smiples were assayed for platinum, palladium and gold with discouraging results. It 
was noted that mapping and prospecting were hampered by lack of outcrop in all areas of 
the claims except for Lodestone Ridge. 

1987 - Iniperial Metals undertook a program of soil geochemisty. Sixty three kilollletres 
of grid line were established and 1,221 soil samples were collected. Grid lines were 
spaced 200 metres and soil samples were collected at 50 metre intervals along the lines. 
Soil samples were fire assayed for gold, platinum, palladium and rhodium. Spotty, 
anonlalous platinum group assays were returned from soils in the southern portion of the 
property in an area of no bedrock exposure. 

8989 - Tiffany Resources Inc. entered into an option agreement with Imperial Metals 
COT. covering thc Eodcsto~ie property. Six diamond drill holes totalling 612.7 metres 
were drilled by Tiffmy and the drill core was analyzed for platinum goup elements. The 
holes were drilled into the areas of anomalous PGE's in soil. No platinum group 
anomalies were detected in the drill core. It is of note that aU six of the drill holes 
intersected long core intervals of pyroxenite containing strong magnetite mineralization. 
The core was not analyzed for iron content. 

1990 - An additional four diamond drill holes totalling 613.0 metres were completed by 
Tiffany. These drill holes also targeted the area of anomalous PGE's in soil. The drill 
core was analyzed for 30 elements by inductively coupled plasma methods (ICIP) and was 
assayed for platinum. Platinum assays were discouraging. Again long intervals of 
magnetite bearing pyroxenite were intersected. Iron analyses varied between 1.8% and 
13.25% for all of the core samples. 

1993 - PBK Engineering Ltd was contracted by Tiffany Resources and Prime Mcsources 
Group to complete a preliminary evaluation of the Lodestone iron deposit. The PBK 
report was based on the 1970 MTrigltae Engineers report but was upddted to 1991 costs and 
to allow for advances in mining and processing technology. Tm7o scenarios were 
investigated based on production rates of 450,000 and 900,000 tons per year of direct 
reduced iron pellets (DM). Iron carbide for the steel industry and magnetite concentrates 
for the coal industry were also briefly examined as possible products from the Lodestone 
mineralization. The PBK study investigated markets, examined available infrastructure, 
estimated capital and operating costs, produced a preliminary financial analysis and noted 



additional work that would be required before a complete feasibility study could be 
undertaken 

6.0 GEOLOGICAL SETTING 

6.1 Regional Geology 

The follo~iing description is condensed from Nixon and I-lammock et al (1997). The 
regional geology is depicted in Figure 4, adslpted from Nixon and Rublee (1 988). 

The Tulameen Ultramafic Complex is located in the southwestern Intermontane Bell, 
within the Quesnel Terrane, immediately east of the boundary with the Eagle Plutonic 
Complex. The mafic and ultramafic rocks were emplaced into metasedimentary and 
mafic to felsic metavolcanic rocks belonging to the Upper Triassic Nicola Group during a 
late Triassic dcformational event. This volcanic assemblage evolved during the Late 
Triassic arc magmatism, and tliese rocks are considered to be comagmatic uith the rocks 
of the Tulanieen mafic-ultramafic suite. The Tularneen Complex and its host roclcs are 
thought to be unconformably overlain by terriginous sedimentary and volcanic 
assemblages of the Early Tertiary Princeton Group and Miocene plateau basalts. 

Regional structures trend roughly north-northwest and are characterized by southwest 
dipping foliation that parallels the eastern margin sf the Eagle Plutonic Complex (Eagle 
Shear Zone). The Eagle Shear Zone is related to Middle - Late Jurassic contractional 
deformation. The Tulameen Complex forms an elongate body along the eastern margin of 
the shear zone and is concordant with the regional structural grain. 

The principal mafic and ultramafic units of the Tulameen Ultramafic complex are 
comprised of dianitelperidotite, olivine clinopyroxenite, hornblende clinopyroxenite, and 
gabbroic to dioritic rocks, as depicted in Figure 4. 

Dunite is generally restricted to the northern portion of the complex, at Grasshopper and 
Olivine Mountains. Concentrations of massive chromite appear to be randomly 
distributed within the dunits as discrete layers and irregular masses. Associated with the 
chromite are microscopic grains of platinum. OBivine pyroxenite envelops the &mite core 
and extends southwards along thc central axis of the complex. Hornblende 
clinopyroxenite generally occurs at the periphery of the complex. This unit is continuous 
along the western margin of the complex but is more discontinuous along the east. 
Massive magnetite mineralization is associated with hornblende clinopyroxenite at 
Lodestone Mountain and at Tanglemod Hill, 3.4 h. north-northwest of Lodestone 
Mountain. 

The main mass of gabbroic rocks is distributed on the eastern side of the complex. 
Gabbroic rocks are conmonly in direct contact with olivine clinopyroxenite in the north. 
Syenodiorite is confined to thc southwestern margin of the complex where it is 
unconformably overlain by Princeton Group sediments. 
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6.2 Geology of the Lodestone Property 

The Lodestone property is underlain by all of the major rock units of the Tulameen 
Ultramafic Complex with the exception of dunite md peridotite. Mapping is incomplete 
due to the extensive a11ou11t of overburden cover 011 the property, and much of the 
geology has been extrapolated fiom limited bedrock exposure. The geology of the 
Lodestone property is shorn in Figure 5. 

A central core of olivine pyroxenite trends northwesterlq7 through the center of the 
property. The olivine pyroxenite is f'lanlted on both sides by clinopyroxenite and 
hornblende clinopyroxenite. The clinopyroxenites are in t u n  flanked by gabbro. The 
gabbro unit on the nortl~east side foms a bodj~ about 2 lm.  in width, while t l~e 
southwestern gabbro urnit is narrow and discsntinuous. 

The western contact between the ultramafic complex and rocks of the Nicola Group is 
located immediately south of Lodestone Lake, where msty quartz-biotite-chlorite schist is 
exposed. 

The extensive overburden cover has also hampered structural mapping. Structures have 
been interpreted from nodeasterly trending discontinuities indicated on the 
aeromagnetic map. These discontinuities coincide with photo linears and are generally 
less than 500 meters long. 

6.3 Magnetite Mineralbation 

The southwestern hornblende clinopyroxenite body is host to the magnetite 
mineralization on the Lodestone property. This body has an inferred dip to the southwest 
between 30-50". The magnetite is interpreted to be syngenetic with the formation of the 
clinopyroxenite. 

Magnetite occurs principally as +I- 1 m. disse~ninations interstitially between 
cliiaopyroxene and hornblende crystal intergrowths. Magnetite also forms semi-massive 
to massive lenses and vein-like bodies up to 0.6 meters wide. The quantity of magnetite is 
variable between 12% and 25% of the clinopyroxenite by volume. 

The magnetite mineralization occurs in a poorly constrained zone that appears to vary 
between 100 meters and 400 meters in width, and trends northwesterly for a minimum of 
700 meters. Vertical drill holes located in the center of the clinopyroxenite have 
penetrated as deep as 186 meters (61 8 feet) without exiting the magnetite mineralization. 
The true thickness of the zone has not been determined. 
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7.0 2003 LODESTONE PROJECT DmLLING PRBGH%A,M 

7.1 Introduction 

Sasgold Resource Corporation contracted Beaupre Diamond Drilling Ltd., based in 
Princeton, R.C., to ca~ry out a diamond drilling program on their Lodestone Mountain 
property. Vertically oriented drill holes were located in a rectangulas grid at a nominal 25 
meter spacing between holes, in an area defined by previous drill programs as containing 
elevated magnetite content (Figure 4). A total of 15 diamond drill holes aggregating 
1,069 meters of NQ diameter core were completed between November 1 7 " h d  
December 13, 2003 (Figure 7). Fourteen of the fifteen holes were drilled to a nominal 
depth of 65.00 meters, and one was continued to a depth of 150 meters, Drill hole collars 
were marked by inserting a 3 meter length of PVC pipe into each hole. 

7.2 Logistics a ~ d  Procedures 

Beaupre Diamond Drilling supplied a Longyear 38 drill and a D-4 cat plus sufficient 
equipment and supplies to c a y  out the drill program. The equipment was mobilized on a 
flatbed trailer from Princeton to the Bl&ebm Coal Mine, where it was offloaded. From 
this point the equipment was moved by cat for the remaining 15 kilometers to the top ol: 
Lodestone Mountain. Deep snow required the use of two cats, one to keep the access road 
open and the other to prepare drill-sites md move the drill rig. Drilling was conducted 
around the clock with two drill crews. Drill crews were based in Princeton, necessitating 
a one hour commute each way. On completion of each hole, debris and all materials used 
were removed from the pad. Due to the winter conditions prevalent during the program, 
final clean up and rehabilitation of the &ill site was deferred until the snou7 has melted. 

Due to strong magnetic interference at the site, drill hole locations were determined using 
a combination of GPS, surveyors prism, and metric tape. At the conclusion of the drill 
program the collar of each hole was surveyed using a Theodolite and Stadia Rod, with 
Lodestone Peak as a topographic marker (Figure 7). 

Drill core was placed in wooden core boxes and transported to a core logging facility in 
Coalmont. At the facility, core was logged for RQD, photographed, and cut using a 
diamond saw before being logged for lithology. Gore boxes were labeled indicating the 
project, drill hole and box number, and depths of core interval from surface. Lithological 
and geotechnicd logs are presented in Appendix A and C. 

7.3 Drill Core Lithology 

As noted in section 5.2 above, the predominant rock type that underlies the area targeted 
by the drill program consists of magnetite bearing hornblende clinopyroxenite. Previous 
drilling programs have indicated this unit underlies an area nleaswing 100-400 meters in 
width, and at least 700 meters in length. The clinopyroxenite was previously tested to a 



SOURCE: UNPUBLISHED 
IMPERIAL METALS 8 POWER 
LTD. AND DOFASCO DRILL 
HOLE MAPS 

13.76 

12.60 8 

e3 

16.04 

- 13.16 

\ LODESTONE LAKE @ 
@ 16.10 

'a 8 18 70 LODESTONEPEAK 

7.62 8 18.9 13.54 
823.90 8 

20.10 

8 15.10 

23.62 

AREA OF RECOMMENDED 
DIAMOND DRILLING 

(see Fig. 7) 

N .- 
w W 
Z Z 

P cn P 
cn w W 

0 0 
0 
J 9 

SCALE 1:6000 (APPROX.) 

0 75 150 300 450 rn 

LEGEND LODESTONE 
IMPERIAL METALS PERCUSION DRILL HOLE 

0 IMPERIAL METALS DIAMOND DRILL HOLE 
PROPERTY 

1973 DOFASCO DRILL HOLE 
RECOMMENDED DIAMOND DRlLL HOLE 

13.76 AVERAGE % SOLUBLE IRON FOR ENTIRE 
HISTORIC DRILLING 

DRILL HOLE 
FILE NAME MADE SCALE: approx DATE: FIG 

NOTE: DRILL HOLE LOCATIONS ARE APPROXWATE ONLY LODESTONE-RECOMMENDEDDRILUNG.DWG MT 1:6,000 JUNE 5,2003 6 



~~ mN 

54111 175 mN 

f&ILi25 mN 

I 

fill00 mN 

8q%b 

7 
"% 

I 
1 

N 

I I 
Sargold Resource Corp. 

1 Lodestone Project 
I I I 
i 

M m  mN I 
Projbction= uTM zone 

DRILL PLAN 
I 
1 0 Scale= I:IOOO 40, Figure 7 1 Mar. 2004 

I I I I 

- 



maxi~lluni depth of 186 meters without encountering a change in rock type. All 15 holes 
of the current drill program encou~liered magnetite bearing hornblende clinopyroxenite 
tl~roughout their length. 

Hornblende ~linopyroxenite is generally medium to coarse grained, dark greenish grey in 
colour, and equigranular. Clinopyroxene compositions consist primarily of diopsidic 
augite. Variable an~ounts of mediunl to coarse grained amphibole (hornblende), generally 
dark green to black, are scattered throughout the pyroxenite and are locally conceritrated 
in narrow bands of homblendite. Very coarse grained, clinopyroxene-honnble~~de 
intergrom%hs (=/ >1.0 cm x 0.5 cm) are relatively comnlon and usually occur irregularly, 
over short 5 to 10 cm intervals. Magnetite occurs primarily as z1.0 im grains, 
disseminated as interstitial intergrowths between medium to coarse grained 
clinopyroxenes, and less commonly, as irregular more massive segregations. The grain 
size of the magnetite is generally proportional to the grain size of the surrounding host 
rock. 

7.4 Alteration 

The hornblende clinopyroxenite exhibits broad, weak to moderate alteration characterized 
by phlogopite-biotite developnlent of pyroxene, and actinolite alteration associated with 
hornblende. Fractures and veinlets developed within the unit are comonlj7 filled with a 
combination of carbonate accompanied by lesser, fine grained quarts;, sepiolite/talc, 
chlorite and serpentinite. Hematite is frequently developed on fractures and also occurs as 
hematite blotches surrounding larger aggregations of magnetite. In the latter case, 
phlogopite/biotite mica is closely associated with this alteration, suggesting it may not be 
wholly caused by circulating groundwaters. Rare trace amounts of fine grained pyrite are 
found in carbonate veinlets or associated with altered hodlendite. 

7.5 Rock Quality 

Geotechnical parameters of rock quality such as recovery, RQD lengtb, hardness, 
weathering, number of joints, and joint condition were recorded on a geothechnical 
logging form and are presented in Appendix C. 

Average recoveries per hole ranged from approximately 85% in drill hole L03-10 to 100 
%. Twelve of fifteen holes had core recoveries in excess of 90%. However, core is well 
fractured to strongly fractured for significant intervals in nearly a11 holes. A preliminary 
estimate of rock mass quality, or rock mass rating, using RQD, number of joints per 
interval and joint condition indicates a rating of fair. 

'7.6 Sample Preparation and Anabtical Procedures 

NQ core was cut using a diamond saw md half of the core was placed in standard plastic 
sample bags along with a numbered sample tag identi-fying the project, &ill hole number, 
and the interval sampled, Sample bags were labelled with the drill hole number and the 
contained sample interval, and were sealed with a plastic zip lock strap. Several sample 



bags were placed in a large rice bag for shipping. Rice bags were delivered to the 
Greyhound Courier Service in Princeton for delivery to the ljcilities of Vizon Scitech 
(formerly R.C. Research) for processing. 

At the laboratosy of Vizon Scitech each drill core sample was dried at room temperature, 
as required. The entire sample was passed through a jaw - crusher for an initial size 
reduction, and then fed through a cone crusher to further reduce the sample to -318 
inches. A 150 gm. sub-sample was then taken using a knife-edge splitter with a 1/2 i~ich 
opening. Each 150 gm. sample was ground to 90% passing minus 325 mesh using a ring 
pulverizer. 

The 150 gm. pulverized sub-samples were then sent to the University of British Columbia 
for Davis 'Tube testing, as follows: 

A 20.00 gm. portion is weighed out from each 150 gln. sample and slurried in a 250 mnL 
beaker. With the magnetic field of the Davis Tube activated, the slurried sample is 
washed into the tube through a fumel. The sample is fed into the oscillating Davis tube 
while the magnetic field is on and flooded with wash water. The continuous water flow 
washes d l  non-magnetic solids through the tube until the water discharging from the tube 
runs clear (generally about 2 minutes). The non-magnetic fraction is discarded. The 
magnetic field is then switched off and the retained magnetic solids are thoroughly 
washed out and collected. These solids are filtered, dried and weighed. This weight is the 
magnetite fraction, calculated as a percentage of the original 20 gram sample. A total of 
340 samples were processed in this manner. Duplicate =lyses were completed on 39 
samples as a quality control measure, using the same pulverized split. Non-magnetic 
rejects from two tests were examined and contained a magnetic fraction of 0.1 1 and 0.18 
grams. This represented 2 -3% of the total magnetite, and in both cases the small 
recovered fraction is lighter in coliour than the normal magnetite products, suggesting that 
it is a weakly magnetic middling fraction, and not pure magnetite. Results of the Davis 
Tube analyses are presented in Appendix B. 

7.7 Specific Gravity Beterminmatislra 

A total of 32 samples were chosen for the purpose of determining the average specific 
gravity of the magnetite bearing clinopyroxenite. Two samples were selected from each 
of the short holes and four were taken from hole 44. The selected samples ranged in 
magnetite content from 17.1 to 34.5% and averaged 24.3%. 

Specific Gravity determinations were conducted by Vizon Scitec Ltd. All drill core 
submitted for magnetite andpsis had been previously crushed to -318 inch. A 
representative portion, weighing approximately 500 grams, was separated by riffle 
splitting from each bag of reject material representing the selected sample. 

Each sample split was accurately weighed and slowly poured into a 500 mL graduated 
cylinder into which 250 mL of tap water had been added. After agitating the cylinder to 



ensure that there were no entrained air-bubbles, the new solution level was recorded, with 
the increase in volume representing the displacement by the solids. 

The speciec gravity factor was calculated as the weight of sample in grams divided by 
the displaced volume of water in milliliters. Specific gravity factors ranged fi.oni 2.93 to 
3.54, with an average of 3.34. 

8.0 m$OURCE CALCULATION 

The diamond drilling program consisted of 15 vertical holes at a nominal spacing of 25 
meters and a depth of 65 meters, with the exception of hole 15, which reached a depth of 
1 50 meters. A revised resource calculation compliant with National Instrument 43- 10 1 
was performed utilizing three equidistant vertical sections 25 meters apart (Figure 7). 
Drill holes slightly off section were projected onto the sections (Figures 8-18). Each hole 
was assigned an area of influence equaling half the distance to the adjacent holes, and a 
constant depth of 65 meters. The weighted average percent magnetite content in each 
hole was calculated and assigned to the area of influence volume represented by each 
hole. The sum of the volumes per hole was multiplied by the average density of 3.34, to 
determine the tonnage for each block. Weighted average magnetite contents for each hole 
were s m e d  and divided by the total number of holes providing the average grade for 
the 75x125~65 meter block defined by the drill program. Utilizing the above procedure a 
mineral resource of 2,835,0001 grading 24.33% magnetite was defined by the drilling 
program. 

The writer classifies the resource as a measured mineral resource based on the close drill 
hole spacing, the relatively uniform distribution of the magnetite within the 
clinopyroxenite unit tested by the current drilling, and the much larger, surrounding, 
extent of similar mineralization encountered in historic drilling. 

Faulting is evident in core and is suggested by linears visible on airphotos. No fault 
offsets or lithological boundaries to the mineralized clinopyroxenite were encountered in 
the recent drilling. The writer is not aware of any factors that would limit an incremental 
expansion 06 the currently outlined measured resource, with the exception of natural 
grade variations. 

Information concerning market factors for magnetite has been extracted from a report 
entitled Valuation and Related Fairness Opinion, Canley Developments Inc. July 2: 2003. 

Magnetite is an important source of iron ore, and magnetite concentrates are also utilized 
in dense medium separation in coal preparation plants. Other possible markets for 
magnetite include: heavy aggregate for high density concrete, sand blasting abrasive, 
high density filter media, and radiation shielding aggregates. 

Coal washing is the process of removing in~purities, such as ash, sulphur based 
compounds, and heavier shale, fi.om coal. In dense medium separation the coal is pre- 



mixed with finely ground magnetite, and is fed to a cyclone separator under pressure. The 
separation of the lighter coal and heavier particles is achieved in the cyclone. 

Estimated amu'al requirements for fine magnetite, used in heavy media separation of 
metallurgical coal by the major coal producers in western Canada, are 70,000-80,000 
tlannun~. Fording Coal and Luscar utilize approximately 52,000 tomes a1nually. 

Process Research Associates Ltd. conducted a scoping study of magnetite recovery on 
sanlples from the Lodestone property, and in a report dated January 8, 2002, concluded 
that the samples indicated the potential to produce a high grade magnetite concentrate 
suitable for use as a high density medium for the coal industry 

The largest competitor to the Lodestone Propem with respect to magnetite production is 
the Craigmont Mine, near Merritt, B.C., operated by M-Seven Industries Inc. The 
company produces between 40,000 and 70,000 tomes of magnetite annually by 
processing the Craigmont mine tailings. M-Seven reports it is supplying most coal mines 
in western Canada with heavy media for their wash plants. No other supplier of magnetite 
is currently known in western Canada. Several of the coal producers have expressed a 
willingness to consider alternate sources of magnetite for future needs. 

10.0 RESULTS AND CONCLUSIONS 

All fifteen holes drilled on the Lodestone Property encountered the magnetite rich 
hornblende clinopyroxenite unit. No other lithologies were noted in drill core, with the 
exception of a narrow porphyritic dike of intermediate composition in drill hole L03-14. 
Good core recoveries were achieved, only two holes returned recoveries below 90%. The 
pyroxenite unit is moderately to well fractured in all of the drill holes over the depths 
tested by the drill program. A number of structural linears noted on airphotos and 
topographic depressions in the ]Lodestone Mountain area support the interpretation of 
faulting. RQD data indicate a rock quality rating of fair. This would suggest that pit walls 
for any possible future mining scenario would likely require moderate slopes. 

Results of the Davis Tube analyses were very encouraging, providing average percent 
magnetite contents per drill hole ranging from 19.54% to 27.25%. The average magnetite 
content for all holes to a nominal depth of 65 meters is 24.33%. The soluble iron method, 
employed in previous studies, required a conversion factor (% soluble Fe x 1.1) - 4.18 = 

% magnetic iron)? a d  indicated an average of 14% magnetite over a larger area. 
Duplicate magnetite analyses representing 11% of the total number of samples analized, 
generally show good reproducibility. A graph indicating the correlation between original 
and duplicate samples is presented in Appendix B. 

Magnetite is pervasively disseminated interstitially between slinopyroxcne crystals and 
also occurs as larger amorphous segregations and irregular clots to nearly massive zones. 
Visual estimates ranged from 10 to 25%, with occasional short sections of +/- 50%. 
Interstitial magnetite has an approximate grain size +/- '1.0 mm. that varies w'ith the grain 
size of the host rock. No significant amounts of pyrite or pyrrhotite were observed in the 



core. Hematite alteration of magnetite is irregular and not pervasively developed in drill 
core. Locally, hematization of more massive magnetite concentrations near structural 
zones maj7 result in a reductiolr of magnetite grades. 

Although platinum md palladium mineralization has been primarily encountered in 
association with chromite lenses in dunites in the filameen Complex, it would be 
expedient to malyse selected composite samples from each of the fifteen holes for 
platinum group elements. 

A revised resource calculation, compliant with the requirements of Nl[ 43-1 01 and based 
011 tlre results of the fifteen hole diamond drilling program recommended by Tindall and 
Miller-Tait, has defined a measured resource of 2.035 million tomes grading 24.33% 
magnetite. 
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Geology Sampling 

Medium to coarse grained, equigranular, disseminated intercumulus 
magnetrte. Rare larger clots and masses. Increased fracture density 60 05- 
63.00m. Minor hematite staining on fractures and on magnetite near 
fractures. Hornblende occasionally locally altered to actinolite. 
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DRILL HOLE SECTIONS 
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Section No. 3 (Looking NE) 

DDH L03-02,03,10,11,12 

Rock Types 

0 casing 



EOH 
Total Depth 

LEGEND 

% 

28.2 11 

RockTypes 

Casing 

I Clinopymxenite 



APPENDIX E 

SUMMARY OF EXPENDITURES 



Item Description 

Sargold Resource Corporation 
Lodestone Property 

Diamond Drilling Program 

cost 

Diamond drilling 
Core boxes / lids 
Cat time for set-ups / snow removal 
Sample analysis @ $501~ 
Project geologist @ $450/d 
Geologist 
Assistant @ $1 50ld 
Room & board 
Truck rental 
Fuel 
Field supplies (core saw, bags, tags, etc.) 
Drafting 
Final report 
Miscellaneous 

Total expeditaares 


