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Introduction to
The

North Star Mine

In June 1984 Caprock entered into an Option Agreement with
Anaconda Minerals Company, a division of Atlantic Richfield
Company, to acquire a 51% interest in a former producing gold
property known as the North Star Mine, Kofa Mining District,
Yuma County, Arizona. The terms of the agreement call for the
payment of $65,000 (U.S.) to Anaconda together with a $300,000
(U.S.) work expenditure on the North Star over a three year period.

The North Star vein was discovered in 1906. Between 1907 and
1911 the Property produced approximately 100,000 ounces
of gold from ore grading in excess of 1.5 0z. per ton.

The cut off grade at that time was 0.6 oz. of gold per ton and
no ore less than this grade was mined.

In a 1935 report by a former Anaconda employee whose reports are
considered reliable, the vein material below the main ore shoot
between the 5th and 8th levels is reported to grade 0.5 oz. of gold
per ton over a 5" width. This grade is very attractive considering
present day gold prices and estimated operating costs.

Mineralization of the North Star Mine is interpreted as being
epithermal in nature. ““Epithermal” is a term applied to those ore *Tro0c
deposits formed in and along fissures or other openings in rocks 1507
by deposition at shallow depths. They are distinguished from
“mesothermal”” and ““hypothermal™ lodes by the minerals they
contain, by their textures and by the character of the alteration of
their wall rocks.

200"

The epithermal model shown depicts the type which has
recently come into prominence in mineral exploration in the

Southwestern United States. As precious metal rich gases ascend Horion
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in the mineralizing system, heat and pressure are reduced near i
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the surface. It is within this zone that the precious metals are e BASE METAL
HORIZON

deposited. Often, an enriched gold bearing zone is found near the
base of the mineralized section of the vein and is commonly Nt
referred to as a “bonanza zone". (See Exploration Target 5 on
Longitudinal Section).

One of the characteristics of an epithermal system is a low gw( o
silver to high gold ratio. The absence of silver in a vein suggests
the structure is high in the system, as is the case in the North Epithermal Precious Metal Deposits

Star Mine.
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Photo taken from road entering the North Star property from the south
The mine dumps (grey) are located above the tallings (white)

Exploration Program

Derry, Michener & Booth (DM&B) of Golden, Colorado
were commissioned to evaluate the North Star, and have
recommended a three phase program of exploration and
development.

The DM&B report dated July 1984 defines five targets at the
North Star which hold promise of significant gold mineralization.
The location and description of these targets is given on the
Longitudinal Section diagram of the property.

The conclusion of the DM&B report reads as follows:

“The North Star Mine has an excellent potential to again
become a significant producer. The silicified volcanic breccia
which hosts the ore body Is reported to contain significant amounts
of gold below the stoped areas. Sampling and evaluating the
extent and tenor of this mineralization can be effected through both
underground efforts and surface drilling."”
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The first phase of the recommended program was initiated in
October 1984 and is expected to take two months to complete.

This phase consists of concurrent underground and surface
programs. The underground program is designed to dewater and
rehabilitate the old mine workings below the 4th level to allow
detailed sampling and mapping of all the lower levels. Once
dewatering has progressed below the 4th level, the condition of the
4th level north crosscut will be assessed for use as an under-
ground drilling station. The cross cut is ideally located to test down
dip potential of the ore mined from stopes 2 and 3.

Surface drilling will be required to test the deep potential of
the North Star vein. It is the belief of geologists familiar with the
North Star that there exists beneath the North Star Mine a volcanic,
sulfide layer enriched in gold and which may be the source of the
gold mined in the past at the North Star.
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Longitudinal Section

North Star Mine

Yuma Co.,Arizona

100fH.

Three holes will be drilled from surface and located to
provide for 2 or 3 intersections of the host breccia. Two of the
holes will be extended to 1,200’ to test for the existence of the
sulfide layer.

If the lower levels of the underground workings are inacces-
sible the surface drilling program will be extended to 6 holes to
test the vein between the 4th and 8th levels.

Phase Two will consist of further surface drilling from different
locations as well as underground drilling and engineering studies.
The total cost of the first two phases is estimated at $360,000
U.s.).

Data from Phase One and Two will be the basis for budgeting
preproduction development programs in Phase Three.
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This 3-dimensional illustration shows the mine workings as
viewed from the north. The epithermal vein system (see reverse
side for explanation of epithermal) has been projected down from
the mined out ore shoots beyond Level 8 where the vein was
reported in old mine reports to grade 0.5 oz. of gold per ton over
a 5 width.

A mineralogical study will soon be undertaken to assist in
locating the source of high grade fragments which were found in
dump rock from the mined out ore shoots. These fragments clearly
pre-date the mineralization mined from the North Star prior to its
closure in 1912. The source of the fragments could be a deeper
higher grade gold deposit beneath the 8th level mine workings.

The cross cut on level 4 will be investigated as an
underground drilling station from which to explore the deeper
horizons.




Owing to a “nugget effect” sampling only gives an
approximate ore grade as evidenced by radical
grade variations between adjacent vein samples.
However, these grade variances are identical to
variances found in the old stope assay plans. In
order to more accurately determine gold content
and character, channel samples were cut at 5 foot
intervals along the 87 feet of the exposed vein to
produce a 200 Ib. bulk sample. Hazen Research pro-
cess tested the bulk sample for total gold content
and have reported a grade of 1.11 ounces gold per
ton. This preliminary bulk sample evaluation in-
dicates that the Big Croppings vein has a typical
Chichagof gold content in excess of 1 ounce of gold
per ton.

Reasonable strike and plunge projections for the
Big Croppings orebody suggest it will have probable
dimensions comparable to other known ore shoots;
that is, four to five feet wide by 200-300 feet of strike
length by 800-1200 feet of plunge, or about 100,000
tons. The grade should approximate the historic
average grade of 1.2 ounces of gold per ton.

PHASE 2 EXPLORATION PROGRAM
Big Croppings Vein

Golden Gate No. 1 Adit: Extend the Golden Gate No.
1 adit northwest until we completely cross the Big
Croppings Vein; this may require about 200 feet of
drifting. We also propose to drive a 100-foot
crosscut in the hanging wall, cut a drill station at
the end, and drill two to four holes to establish
down-dip continuity for the vein.

Golden Gate No. 4 Adit: Re-enter the Golden Gate
No. 4 Adit to explore the down-dip extent of the Big
Croppings Vein. This will require up to 325 feet of
bypass drifting, 2,130 feet of drift cleanup and
rehabilitation, and extending the drift about 200 feet
northward. We also plan to crosscut 50 feet into the
hanging wall, cut a drill station, and drill two to four
holes to establish down-dip continuity below this
level.

Surface Drilling: Drill one or two holes from the sur-
face to test the shallower portions of the vein and
up to four shallow holes to test the footwall
stockwork zone under Trenches 1-9; the latter is a
lower priority budget item and may not be com-
pleted under this next phase of the exploration
program.
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Re-open the Main Level adit to provide access to the
Main Level crosscut. This may require 180 feet of
bypass drifting around the Chichagof oreshoot,
possible rehabilitation of 2,700 feet of adit and 640
feet of track replacement at the portal. This work
will allow us to map and sample the Sitka and
Aurum structures exposed underground in the Main
Level crosscut and the rehabilitated workings will
ultimately serve as a production haulage level.

Golden Gate No. 4 Target

Drill two surface drill holes, each about 400-500 feet
in length to explore this target. In addition, we plan
on cutting one or two short crosscuts from the Main
Level to search for a down-dip extension of this
vein.

Proposed Budget

The Phase 2 program will cost about $500,000 and
will require six months to complete. The purposes
of this program are to complete the exploration and
development of the Big Croppings ore shoot, ex-
plore the Golden Gate No. 4 target, re-open and map
the Main Level crosscut and drill the Aurum West
target.

TAILINGS

In addition to the hardrock potential, the Chichagof
Mine contains a large volume of tailings from the
old stamp milling operations. Queenstake drilling
and assay work has indicated a volume of 430,000
tons grading 0.11 ounces of gold per ton. Metallurgi-
cal studies indicate that an 85% recovery can be ob-
tained by a regrinding, gravity and flotation system.

CONCLUSION

Exploration of the Big Croppings ore shoot has
given a great deal of credibility to the 300,000 ounce
gold target described in the U.S. Bureau of Mines
report on the Chichagof property. Adding the 40,000
recoverable ounces in the mines tailings, plus
expansion potential in numerous exploration
targets, the Chichagof Mine has signifcant
economic potential.
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This report to shareholders reviews the history and
development of the Chichagof Gold Mine project
and presents the results of the 1984 exploration pro-
gram and plans for 1985.

LOCATION

The property is located on tidewater on the west
side of Chichagof Island, 50 air miles northwest
from Sitka and 70 miles west of Juneau, the capital
of Alaska. There is seldom snow or freezing condi-
tions at the lower elevations allowing year round
surface exploration and mine production.
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HISTORY-DEVELOPMENT

The Chichagof Mine was one of the richest gold pro-
ducers in Alaska. Between the time of its discovery
in 1905 and closure in 1942 by the War Order Act,
the recorded production was 660,000 ounces of gold
and 200,000 ounces of silver from 596,478 tons of
ore. Average recovered ore grade was 1.09 ounces
of gold per ton from a head grade of 1.20 ounces of
gold per ton. Between 1918 and 1921 production
from the rich Temby-Rust ore shoot averaged 76,000
ounces of gold per year from ore with an average
head grade of 2.12 ounces gold per ton.

AGREEMENT

In April, 1983, Queenstake acquired an option to
earn a 50% interest in the Chichagof Gold mine pro-
perty held under lease by Exploration Ventures
Company (Exvenco). Queenstake has earned a 25%
interest in the project to date, and intends to in-
crease this interest to 50%. This expenditure will be
used to complete the exploration of the Big Cropp-
ings vein, to outline at least one more ore shoot, and
to establish the economic viability of the project.
The joint venture partners must then fund their
equal working interests or be diluted to a 20% after
payout net profits interest.

EXPLORATION SUMMARY

In 1983, exploration consisting of geochemical
sampling, geological mapping, surface trenching,
and diamond drilling indicated 14 gold mineralized
targets. The 1984 exploration program was planned
to further outline the highest priority target, the Big
Croppings zone.

Plan view showing Chichagof Property and the Ex-
tensive Vein Structures.
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The Big Croppings vein zone was drilled in 1983
following the completion of the surface trenching
and mapping program. The first hole intercept was
200 feet below surface vein exposure at a four foot
true width and graded 0.43 ounces per ton gold. The
second hole intercept was 390 feet below surface,
was four feet true width and graded 0.40 ounces per
ton gold.

Underground development on Golden Gate No. 1
adit began on June 25, 1984 and continued until
December 6, 1984. Over 1,150 feet of rehabilitation
and bypass adit were required until the Big Cropp-
ings vein structure was encountered. At the original
face of the structure, the vein was eight inches wide
and graded 0.088 ounces per ton gold. This vein has
now been explored 87 feet along strike in the drift
extension and is five feet wide at the new face. Visi-
ble gold is common throughout the entire 87 feet
but grades vary erratically from 0.04 to 2.526 ounces
per ton gold. Plus 1.0 ounce per ton gold assays
were obtained from five of the 18 rounds sampled,
and the grade increased as the vein widened, a
typical feature of Chichagof ore shoots.

Chichagof Gold Mine
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below the present workings, but there was no im-
provement in grade. Hole 3, drilled 150 feet below
the Gold King No. 1 shoot on the 200 level, in-
tersected a zone of very high grade mineraliza-
tion. The samples were analysed by Root and Nor-
ton Assayers, Silverton, Colorado and the three
highest grade samples were check assayed by
Chemex Labs in Vancouver, B.C. The drill hole in-
tervals are as follows:

Root & Norton Chemex

Width Gold Silver Gold Silver
Hole Interval Feet oz/ton oz/ton oz/ton oz/ton

DDH #3 265 to 266 1 2214 4124 2155 404.26
266 to 267 1 0.104 13.84 0.106 13.37
267 to 268 1 0.246 10.70 0.315 11.01
268 to 269 1 0.016 3.35
269 to 271 2 0.010 2.55

From 265 to 271 feet over a mining width of 5.5
feet the weighted average grade is 0.43 oz. gold
and 74.23 oz. silver per ton.
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CONCLUSIONS

The one foot high grade intersection (over 10
ounces per ton measured in gold equivalent) is
promising support for the theory that the upper
level high grade sulphide breccia fragments may
be derived from a high grade zone a few hundred
feet deeper. Further drilling will be required to test
this section and increase reserves.

A number of major mining companies are review-
ing the Gold King-Imperial project with a view to
participation in future exploration and develop-
ment expenditures.
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Gordon C. Gutrath, P.Eng.
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Model for an Epithermal Precious Metal Deposit.
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Gold King-Imperial Mine
New Mexico
(Gold-Silver-Silica)

LOCATION

The property is located in the Steeple Rock Min-
ing District, New Mexico, four miles east of the
Arizona boundary and twelve miles northeast of
Duncan, Arizona. There are both direct rail and
highway connections from Duncan to the Phelps

Map #1
o 5 10km
P —— ]
ARIZONA
R[20W
®Phoenix
S TI5S
X3 o
<.0
E Qo TI6S
NI
(313
q|,
s 7
z o
GREENLEE 7
{ Jo GOLD KING - IMPERIAL
COUNTY 80 Mine
{ TI7S
)
& =
" GRANT | COUNTY
Q\— - HIDALGO | COUNTY
£ /
//
I//
T18S
DUNCAIN &

Location of Gold King-Imperial Mine

13000 E

12000 €

Present
underground
workilngs
1

1%t & 2" stage
drill locations

L=
a8 \
Y~ Present
/" underground
workings

1000 Feet

Z
11000 E §
o

1000 N

Plan view showing the claim boundaries and underground workings.

Dodge smelter at Morenci some thirty miles to the
northwest.

HISTORY

Lode prospecting in the Steeple Rock district
started about 1880 and production of precious
metals followed soon after. Total known produc-
tion from the district is 4,000,000 ounces of silver,
100,000 ounces of gold, and over 10,000,000
pounds of lead, zinc, and copper from approx-
imately 300,000 tons of ore. At one time there was
development work on twelve mines in the district,
but most of the production was from the Carlisle
mine, located about two miles northeast of the
Gold King-Imperial property.

AGREEMENT

Queenstake holds a 50% interest (including 100%
of the first 1.5 million of cash flow) in 22 patented
and unpatented claims and a 100% interest in 101
unpatented claims which include the Gold King-
Imperial and the Jim Crow Mines.

PROJECT REVIEW

Gold and silver values are associated with finely
disseminated sulphides in a brecciated and
resilicified vein zone which has been traced on
surface in numerous trenches, pits and short
adits for a minimum of 2,000 feet. The Jim Crow
workings have explored the vein at a depth of 300
feet and the Imperial incline shaft has opened

workings on the 100 foot and 200 foot levels.
Detailed sampling of the shallow workings has
outlined numerous mineralized zones. The in-
crease in precious metal content from surface to
the 300 foot level and the occurrence of very high
grade sulphide breccia fragments in this classic
epithermal vein system indicates that a much
higher grade precious metal zone could be pre-
sent at depth.

EXPLORATION REVIEW

Exploration at the Gold King-Imperial Mine pro-
ject since 1981 has delineated two vein shoots ap-
proximately 200 feet apart in the Imperial Mine
and one vein shoot in the Jim Crow Mine with
potential reserves in excess of 180,000 tons at an

Map #3

average grade of 0.10 ounces per ton gold and
3.54 ounces per ton silver. The two Imperial vein
shoots contain 46,900 tons at 0.14 ounces per ton
gold and 3.63 ounces per ton silver. The Jim Crow
vein shoot contains 14,535 tons of an average
grade of 0.15 ounces per ton gold 4.40 ounces per
ton silver.

RECENT RESULTS

A three hole drill program carried out in late 1984
expanded the reserve base and tested the poten-
tial for very high grade “bonanza” ore at a relative-
ly shallow depth below the present underground
workings. Two of the holes drilled under the Gold
King shaft mineralized zone outlined the con-
tinuation of the vein zone to a depth of 270 feet
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Plan view of property showing phase #1 and #2 drill program.




selective sampling of quartz from the dump by Queen-
stake personnel shows an average of 0.27 ounces per
ton. Work done on the stamp mill tailings by the USBM
and Exvenco indicate reserves in excess of 400,000
tons grading 0.11 ounces per ton.

The exploration program will concentrate on a search
for “blind” ore shoots that do not outcrop and could not
be located by early prospecting methods. Trace element
geochemistry and detailed geological mapping will
assist in locating these “blind” ore shoots for drilling. A
number of prime target areas have already been identi-
fied for detailed investigation. In addition, the tailings
from the stamp mill will be drilled.

On site underground and surface exploration to define
drill targets will commence in May, 1983 and is expected
to be completed by July, 1983. The Phase Il drilling
program is projected to begin in August or September,
1983.

The Vancouver Stock Exchange has neither approved
nor disapproved the information contained herein. This
News Release was prepared on behalf of the Company
by Gordon Gutrath, President.

Section A-A1 showing the major Chichagof Mine work-
ings, over approximately 3,000 vertical feet.
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Queenstake Resources Ltd. (Queenstake) announces
that it has today acquired an option to earn a fifty per-
cent interest in the Chichagof Gold Mine in Alaska.
Queenstake can exercise this option by funding $U.S.
1.3 million of surface and underground exploration,
diamond drilling and mine rehabilitation expenditures in
a phased program.

The first two phases require the expenditure of $U.S.
700,000 by December 31, 1984 to earn a 25% interest
with the balance due by December 31, 1987 to increase
the interest to 50%. Queenstake and Exploration Ven-
tures Company, Venture 80-04 (Exvenco), a U.S. limited
partnership, will thereafter continue their exploration
and development program in a joint venture in which
each party provides one half of the funds or suffers
dilution of its percentage interest.

The Chichagof Mine was one of the richest gold mines in
Alaska. Between 1915 and 1923, its most productive
period, an average of 33,568 tons was mined per year,
producing 53,566 oz. of gold per year for a weighted
average of 1.60 oz. of gold recovered per ton. Total
production over the life of the mine was 647,708 oz. of
gold from 596,478 tons for an average recovered grade
of 1.09 oz. of gold per ton.

The Chichagof fissure vein has a known length of nearly
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Plan view showing Chichagof Property and the Exten-
sive Vein Structures.

10,000 feet of which only 2,000 feet of strike length was
mined. Recent U.S. Bureau of Mines (USBM) studies
show high grade gold occurrences in unmined parallel
structures on the property and potentially large volumes
of lower grade mineralized halos around previously
mined ore shoots. In a 1981 USBM Open File Reportitis
“estimated that significant ore shoots are located along
the Chichagof Fault in the area without underground
exploration and in fault zones subparallel to the
Chichagof Fault that traverse the 29 patented Chichagof
Claims. The mining widths would range from 3 to 15 feet.
It is estimated that the average grade of these ore
shoots is 2 the average grade mined over the life of the
Chichagof Mine and the tonnage is 2 million tons or:
500,000 tons hypothetical reserves at 0.6 oz. gold per
ton (300,000 oz. gold) and 0.18 oz. silver per ton (90,000
oz. silver).”

Gold is distributed throughout the Chichagof vein sys-
tem and sampling by the USBM shows numerous
values in excess of 1.0 ounces per ton and ranging up to
6.7 ounces per ton. The waste dump carries substantial
amounts of gold in the 0.04 ounces per ton range and
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ANNUAL MEETING

To be held on Tuesday, May 24, 1983, 2:30 p.m. in
the Social Suite East, Hotel Vancouver, 900 \Xest
Georgia Street, VVancouver, B.C. An audio/visual
presentation will be made and a Reception with
Directors and Officers will follow the Meeting.
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BACK COVER:
The bucketline digs 100 to 120 cubic yards of gravels
per hour. (Photo courtesy of Ron Stokes, P. Eng.)

Makela painting of the dredge
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Founding corporate officers of Queenstake: from
left, Lauch Farris, Vice President; Jack McLallen,
Chairman; Gordon Gutrath, President

Queenstake’s Board of Directors: Back Row (left to right): Merv Coffin, Dick Atkinson, Lauch Farris, Pat Reynolds, Jim
Redpath, Jim Foreman. Front Row (left to right): Jack McLallen, Gordon Gutrath.

Queenstake Resources Ltd.
Report to the Shareholders

The Directors are pleased to present the fifth
Annual Report of your company together with the
audited financial statements for the year ended
December 31, 1982.

In 1982, Queenstake made advances in its placer
and hardrock mining projects, principally the
Black Hills Creek gold placer property acquisition
and a development option agreement negotiated
on the Argus gold mine group in California. Our
technical staff was expanded and new mineral
properties were explored in California, Idaho, Ari-
zona, British Columbia and Alaska with a number
of promising acquisitions.

For the next several years, growth in the explora-
tion and development of the Company’s mineral
properties will be funded by operating cash flows,

joint participation with other companies and pos-
sible new equity financings. With new exploration
targets and a growing group of mine finders, your
company is entering a period of rapid growth for its
mining operations.

On behalf of the Board of Directors | thank
Queenstake’s employees, shareholders and indus-
try associates for their efforts and support that
have provided these opportunities for growth.

oA o FL

Gordon C. Gutrath
President

April 30, 1983



1982 Highlights

e Acquisition and production decision on Black
Hills Creek placer gold project

e Option of Argus Gold project to Anaconda
Minerals Company - extensive work on surface
sampling and underground sampling

Aerial view of the Ruth Mine, the largest of the former
producers in the Argus Mines group

e Completion of financing of Canyon Resources,
Inc. for $20,000,000 allocated to three water-
flood secondary oil recovery projects

e Completion of reopening and underground
sampling and development on the Jim Crow
shaft at the Gold King/Imperial Mine in Arizona.
The tonnage necessary for a production start
was blocked out and smelter contracts for flux
supply are under negotiation

e Continuation of Mar Tungsten deposit evalua-
tion by Canada Tungsten Mining Corporation

e 5400,000 drilling/exploration program on Bul-
lion Creek, silver, zinc and lead project near
Dease Lake, in British Columbia by joint venture
of Queenstake and two Vancouver exploration
companies.

e Clear Creek produced 2,038 ounces of raw
placer gold in 1982’s short production season.
Stripping, testing, water control structures and
water licence completed in advance of 1983 full
production year.

B.C. artist, Don Makela, painting of Queenstake'’s
bucketline dredge

Financial Review and Outlook

In 1982, Queenstake invested $2.4 million in .

resource properties and equipment, funded by
$600,000 of cash flow from operations, $100,000
of net option payments and share issues and a
working capital drawdown of $1.7 million.
Resource investments now aggregate $10 million
(net book value) comprised of $8.9 million mining

Gordon Gutrath points to Queenstake’s trading symbol
in its first appearance on the Toronto Stock Exchange -
listing date: June 9, 1982

SOUTH LAKE TRAMMEL FIELD
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South Lake Trammel Field,
Nolan County, Texas

Canyon and a co-investor in 1981 acquired a 100
percent working interest and commenced rede-
velopment of the South Lake Trammel reservoir,
Nolan County, Texas, for an investment of SUS
1.7 million, split 50-50. Canyon subsequently
arranged that a third party acquire a 50 percent
working interest by funding SUS 2.5 million of
continuing development.

The reservoir has produced 3 million barrels of oil
to date and Canyon estimates an additional 2 to
2.5 million barrels of oil can be recovered by infill
drilling and waterflooding. The SUS 2.5 million
financing will fund Phase I, which is the drilling of
eight infill wells and recompleting several wells as
injectors, and is designed to produce 600,000 bar-
rels of oil at the rate of 300 BOPD. The Phase I
development will involve an additional 12 to 14
wells plus associated injector conversions. It is
anticipated that this phase will be provided by
conventional production debt.

Four of the eight wells have been put on produc-
tion at 100 BOPD. Gas production from the reser-
voir has not as yet been initiated but is expected to
commence in the immediate future at 1.5 million
cubic feet per day.

Future Operations of Canyon Resources

Canyon is constantly reviewing secondary recov-
ery opportunities with the intent of initiating one

new program in each year. Canyon generally
attempts to acquire depleted or partially depleted
primary oil reservoirs up to 5,000 acres in size.
This size of reservair is considered by Canyon to be
optimum for their operations because the acquisi-
tion and redevelopment cost can usually be kept
under $10 million and these smaller reservoirs do
not attract competition from the major oil com-
panies.

Salt Flat Field, Luling, Texas

Production revenues from two of these six wells
have been restored to their original levels through
a successful reworking program. e now propose
to rework another two of the four remaining wells
to determine if acidizing and refracing will also
restore their production levels. This work is to be
undertaken in the next two months, and, if suc-
cessful, all of these wells will be placed on a regular
upgrading schedule which should offset the de-
clines in production of the last two years.

Chapman Oil 1% Reversionary

In February 1983, Chapman Oil Company of
Houston, Texas assigned to your company another
1% reversionary interest in a new discovery well in
the South Mula Pasture Prospect, McMullen Coun-
ty, Texas, as part of an agreement to increase our
interest in Chapman Oil prospects. Queenstake
has a 1% working interest in three development
wells which recently spudded in this prospect.

Additional replacement prospects and new devel-
opment wells should maintain our Chapman Oil
prospect primary oil revenues at current levels for
some time to come.

250 PRIMARY OIL REVENUES
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s 150
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Operations of Canyon Resources, Inc.

Sweetwater Canyon Sand Unit, Nolan and Fisher
Counties, Texas

The Sweetwater waterflood project was generated
by Canyon personnel and is presently co-managed
by Canyon in conjunction with Arden Grover of
Midland, Texas. In October 1981 the AT & T Pen-
sion fund provided a 12% non-recourse loan in the
amount of SUS 4,900,000 to complete the water-
flood program. AT & T will earn a 12.5% ownership
participation in the unit after payout of principal
plus interest.

Canyon earns a 5.25% ownership participation
after debt payout in consideration of the following:

e an equity participation of SUS 125,000
e arranging the SUS 4,900,000 bank loan
e CO-managing the project

The waterfiood project involved converting
existing primary oil production wells to water
injectors and drilling infill oil producers.

The redevelopment program has been completed
and the field is presently producing at 420 BOPD.
The results of this waterflood have indicated a
reserve of 2,000,000 BO.

_—
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Drilling in a Texas cornfield

Primary Producer
(active or inactive)

A
<~ Dry hole

HALFF FIELD

Halff Field, Crockett County, Texas

During the year Canyon completed the acquisition
of 83% of the 3,000 acre Halff Field. Secondary oil
reserves to be developed were initially estimated at
3,000,000 BO.

Canyon’s interest in the project is being funded
through a 12% non-recourse loan which is pro-
vided by the AT & T Pension Fund. The funds
approved are as follows:

e Field acquisition

(83% W..) - SUS 435 MM
e Secondary recovery program 6.75
e Contingency 1.00

Total sSUS 1210 MM

Canyon will operate the project and will earn a
3.75% net revenue interest (in that proportion of
the field acquired) upon completion of the water-
flood, increasing to 31.875% upon repayment of
the loan plus interest to the pension fund.

The redevelopment program has been initiated
and the reservoir is presently producing at 250
BOPD with an increase to 350 BOPD expected in
the next few months.

Experience gained in the initial redevelopment
phase has indicated that the redevelopment cost
will be less than initially expected. Insufficient pro-
duction data exist at this time to confirm the initial
reserve estimate.

and $1.1 million oil and gas.

At December 31, 1982, the Company’s cash
reserves were $3.5 million. 1983 cash requirements
for the seasonal start-up of the Clear Creek dredge
operation and the final equipment acquisition and
start-up of the Black Hills Creek operations are
estimated at $1.0 million. Apart from new project
acquisitions, it is anticipated that cash flow from
operations will fund all mine exploration and
development costs for the coming year.

Placer gold revenues are projected to increase
in 1983, reflecting the commencement of oper-
ations at Black Hills Creek. 1,000 ounces of Queen-
stake’s forecast 1983 placer gold production have
been hedged at an average price of $625 Cdn. per
ounce. This forward sale will help protect our cash
reserves against any possible downturn in the
price of gold.

The increase in general and administrative ex-
penses in 1982 is primarily due to an expansion
of the Company’s exploration, technical and
administrative staff to service our growing number
of resource projects.

The Company is presently negotiating joint ven-
ture financing for a number of mining projects in
the acquisition or exploration phases. Whatever
the financing method, it is evident that 1983 will
herald rapid development in our mining group.

In June 1982, Queenstake shares were listed on
the Toronto Stock Exchange which handles
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the majority of trades in the Company’s stock. A
dual listing with the Vancouver Stock Exchange
provides better trading liquidity for Queenstake’s
western shareholders and both exchanges
together represent a broader distribution oppor-
tunity for future financings.
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Oil and Gas
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Clear Creek, Yukon

In 1982, Queenstake mined 2038 oz. of raw placer
gold with its bucketline dredge at Clear Creek,
yielding 1650 ounces of fine gold for gross pro-
duction revenues of $934,000. Forecast pro-
duction for the year was not achieved due to two
factors: severe spring ice conditions and discon-
tinuities in the gold pay channel.

The spring ice glaciation delayed the dredge’s
full production by six weeks. During the year, a
go{/ernment conducted study at Clear Creek indi-
cated that this valley had undergone a period of

glaciation which changed the original continuous
gold bearing stream to a braided, discontinuous
channel.

This irregular pattern of gold deposition requires
that a great deal of sampling be done to outline
economic reserves prior to mining. A program of
sampling was conducted in 1982 which has

determined the pattern for dredge mining

throughout 1983 to ensure that the average gold
grade of dredged gravels remains above .01
ounces per cubic yard.

Cost control has been a priority in managing the
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Canyon Resources, Inc.

The Company’s primary petroleum asset is its
12.5% equity ownership in Canyon Resources, Inc.
Since its inception in January of 1981 Canyon has
conceived and financed three major secondary oil
recovery projects. To date, the aggregate redevel-
opment funding that has been arranged is SUS
21.5 million and the gross target recoverable
reserves are 6 million barrels of oil, which repre-
sents a redevelopment cost of SUS 3.58 per barrel.

CANYON RESOURCES Ltd
Head Office - pALLAS

KURTEN FIELD

JEWET FIELD During 1982 Canyon completed the development

SALT FLAT FIELD of one of the three projects and initiated redevel-

GHAPMAN OIL opment of the other two. The oil production rate at
this time is approximately 700 barrels per day.
A significant production increase is expected in
1983 as the redevelopment programs continue.
Queenstake wiill receive a distribution of 12.5 per-
cent of the net revenue accruing to Canyon once
the projects reach payout. The projects are pres-
ently all in the prepayout stage.

SWEETWATER FIELD
(CANYON RESOURCES Ltd)

SOUTH LAKE TRAMMEL FIELD Y’
(CANYON HESOURCES Ltd)
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Idaho Gold Prospect, Idaho

Queenstake has entered into a joint venture with
an Idaho company for the acquisition and explora-
tion of gold properties along a regional structure.
The Company is negotiating with landowners in
the area and is expected to have a property block
assembled by late April, 1983.

George Phelps on first of Idaho project examinations
in late 1982

The first property; 750 acres of mineral and surface
title, oriented along strike of this structure, has
now been acquired by the joint venture and
budgets are now being prepared for 1983 explora-
tion programs on this block and other acquisition
targets.

Exploration and Property Acquisition
— An Overview

Queenstake’s growth projections are based on a
plan in which placer mines and silica flux opera-
tions generate sufficient ongoing revenues to fund
a medium scale program of hardrock exploration,
property acquisition and development.

In this, our fifth year of growth, we have achieved a
solid base in placer mining (Clear Creek and Black
Hills Creek) and are close to a production decision
on our gold-silver-silica flux operation (Gold-King
Imperial). When in full production, these mines
should yield aggregate annual operating cash
flows of approximately two million dollars.

These cash flows, combined with investment
income and oil and gas earnings, will be directed
to the acquisition and exploration of mineral
properties which meet the size, rate of return, risk
and lead-time-to-cash-flow criteria by which
Queenstake screens such opportunities.

In addition to projects funded wholly by Queen-
stake, the company will continue to enter into joint
ventures which provide an additional return for
Queenstake’s operating and management expert-
ise, thereby increasing our rate of return and reduc-
ing our risk. For projects which are too large for
Queenstake to fund through the exploration and
development stages, such as the Argus gold
deposit or Mar tungsten deposit, the company will
offer participation to major companies in return for
a carried interest through the high risk explor-
ation/development phases.

To acquire a large base in hardrock mining prop-
erties, we have expanded our exploration, project
development and mining team to include explora-
tion offices in Whitehorse, VVancouver, Denver,
Reno and Tucson. There are now a dozen geolo-
gists and mining specialists employed in project
acquisitions and development.

With this rapid growth in both our financing and
mining teams, Queenstake has great potential to
develop a large and profitable hardrock mining
base over the next few years.

Reserves

CLEAR CREEK

placer operations. In 1982, the cash costs of oper-
ating at Clear Creek were $863,805. This repre-
sents $4.70 Cdn. per cubic yard of gravel mined
and $425 US. per fine ounce of gold recovered.
Included in these 1982 costs were the costs of
construction of the creek diversion channel for
1983 mining and stripping and pit testing of the
1983 reserve block. With this work done in
advance, 1983 mining costs should not exceed
$800,000 or $3.25 per cubic yard at our forecast
mining rate. At this cost of mining, an estimated
mining grade of .01 troy ounces per cubic yard, and
throughput of 225,000 cubic yards, the Clear
Creek operation would produce an operating pro-
fitif the gold price is above $270.U.S./troy ounce.

The “John W. Hoggan — Queenstake # 1" dredge
operating in 1982

The oiler greasing the bucketline pins and bushings

Big Creek, Yukon

The Big Creek property agreement was re-
negotiated during the year, reducing the royalty
burden to 5% and the annual holding cost, includ-
ing assessment work to less than $5,000. This will
allow Queenstake to retain this property in good
standing for further exploration when the gold
price increases.



per day once a smelter flux contract has been Chichagof Gold Mine, Alaska
obtained.

Queenstake has reached agreement on a joint

Recent geological analysis indicates that the Gold ~ venture for the exploration and development of
King_lmperial vein system is in the upper levels of the CthhagOf Mine in southeastern Alaska. Dur-
an epithermal system and that the vein may pro- ing the early 1900’s this mine produced approxi-
duce higher grade and wider structures at depth. ~mately 600,000 tons of very high grade ore grad-
Sulphide nodules contained in the vein breccias are  ing an average of 1 ounce of gold per ton.

of very high grade (several hundred ounces of silver
and several ounces of gold per ton). There is sup-
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and are indicative of the high grade bonanza zone A \& f
lower down. %w
Mined Ground ; ey SO A
Future Reserves Queenstake is continuing to research the geology \/ N,

1983 Reserves p . q :
of this deposit preliminary to planning a program of

deep drilling to locate possible high grade zones.
Also, regional exploration and property examina-
tions are continuing throughout the Steeplerock
district to locate further precious metals flux
targets.

MINE

Black Hills Creek, Yukon

In September, 1982, Queenstake acquired a lease
on a heavily drilled, well proven placer property
located at Black Hills Creek, 60 miles south east of
Dawson City, Yukon. During late 1982 the Com-
pany conducted a program of pit sampling which .
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confirmed the extensive drilling data. Economic
reserves for the property were calculated, indicat-
ing a base of one million cubic yards of gravels in
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The 1983 exploration program will include a first
phase of rehabilitation and sampling of under-
ground workings, surface vein sampling, rock geo-
chemical studies and analysis of waste dumps and
stamp mill tailings. The budget for the Phase |
program is $200,000 (US.) and it must be com-
pleted in 1983. Contingent on Phase |, a program
of drilling is planned, with earliest starting date for

o ‘ y o e %‘\ | drilling projected for late summer, 1983.
v / - / / R . Don Todd, shift-boss, scaling down on the 200 foot
S % ) level on the Imperial vein
) X T Compensation Mine, Arizona
= {f?ﬂ 2, From 1980 through 1982, Queenstake invested

over $300,000 in the acquisition, exploration and
development of the Compensation Mine property
in Greenlee County, Arizona.

Recent improvements in smelter flux markets and
the price of silver have made this property attrac-
tive as a source of silver bearing fluxing ore.
Although the vein is well exposed on surface, dril-
ling is planned in 1983 to define the extent and
grade of mineable reserves in the unweathered
zone at depth.

Part of Chichagof Mine camp — Klag Bay




Gold King-Imperial, New Mexico

During 1982, the program of underground devel-
opment was continued on the Jim Crow vein with
the reclamation of all of the Jim Crow workings
which had been filled with muck and water. After
the waste rock and old timber had been removed
from the shaft and the mine pumped dry, a pro-
gram of extensive underground sampling and
assaying was conducted. This sampling verified
that the unmined rock surrounding the main ore
shoot has an average grade of 7 oz. of silver and 0.2
oz. of gold per ton. Sufficient tonnage of economic
grade has now been indicated above the devel-
oped levels to allow production at 100 tons

The head-frame, hoist house, generator shed,
maintenance shop and trailer accomodation at the
Gold-King/Imperial Mine
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excess of .015 ounces of gold per cubic yard and
potential for up to 3 million yards containing econ-
omic gold concentrations. Detailed mine plans
have been completed and the necessary equip-
ment has been acquired to place Black Hills Creek
in full production in 1983.

To date the Company has purchased a 980 C
Caterpillar front end loader and one D9H Cater-
pillar bulldozer and has transferred one D8 Cater-
pillar bulldozer from Barker Creek as the mobile
equipment complement for this bulldozer-sluice
operation. The Company has had a sluice box
designed and fabricated and has purchased
pumps, pipe, camp facilities and minor equipment

This air photo of Queenstake’s Black Hills Creek placer
operation shows the camp in the foreground opposite
prepared reserve blocks

In late 1982 Queenstake crews completed a program
of pit sampling to confirm the Black Hills Creek drill
indicated reserves

to complete a capital equipment investment of
approximately $1 million. In addition, the Com-
pany has acquired additional placer leases and
claims on adjacent bench and creek ground to
expand the reserves for this operation.

Since the first year of production on Black Hills
Creek will be on previously stripped, drained and
thawed ground, and adequate areas of previously
mined ground are available for settling ponds, this
should reduce 1983 mining costs to a forecast of
$5.00 per cubic yard. With these costs and a gravel
grade of .016 oz. per cubic yard, the operation
should recover its operating costs at an average
gold price of $260 U.S./troy ounce.




Barker Creek, Yukon

In 1982, the Company conducted a bulk produc-
tion sampling program at Barker Creek, in which a
bulldozer-loader-sluice box system processed
20,000 cubic yards of gravels. The objective of this
program was to prove the existence of a continu-
ous gold pay-channel of economic mining grade.

Unfortunately, the bedrock channels in the area
tested were erratic and did not provide sufficient
reserves to meet Queenstake'’s criteria for installa-
tion of a large production unit on this creek. The
Company has now sold its interest in this property
and basic camp and equipment to recover approx-
imately one half of the cost of this program.

B.C. Coast Project

As part of our ongoing program of precious metals
exploration in British Columbia, the Company
conducted archive research and property examina-
tion of some twenty targets on the B.C. coast in
1982. This program has resulted in the acquisition
of several properties to be further examined in
1983.

Bullion Creek, Northern British Columbia

The 1982 drill and surface exploration program on
this property has indicated a very large basin
containing thick sections of stratiform low-grade
lead-zinc-silver massive sulphide mineralization.

The summary report on exploration recommends
further work along strike, including airborne mag-
netometer and scintillometer surveys, geological
mapping, section measuring and prospecting.

Exploration crew examines mineralized outcrop on
Bullion Creek basin property

Depending on the results of this program, further
grid and soil sampling should be carried out
together with detailed mapping and prospecting
of anomalous lead and zinc geochemical values.

The Bullion Creek property will be presented to
major mining companies to obtain funding for the
further evaluation of this very large exploration
target.

Dublin Gulch — Placer, Yukon

The extensive drilling done on this project to date
has indicated the presence of a high grade gold
tungsten bearing reserve containing approx-
imately 8,000 ounces of placer gold in 140,000
cubic yards of gravel.

In 1983 Canada Tungsten will commence a pro-
gram to remove the overburden material in prepa-
ration for mining the gravels in 1984.

Makela painting of the screening and jig plant at
Dublin Gulch

Dublin Guich — Hardrock, Yukon

In 1982, Canada Tungsten’s ongoing program of
exploration on the Mar Tungsten deposit included
the following:

e 2,400’ of diamond drilling in 3 holes on the East
side of Ray Guich

e Cattrenching done on the plateau between the
main tungsten mineralized structure and the
base of the Potato Hills

research necessary to put this mine into produc-
tion. Accordingly, throughout 1982, participation
in the Argus property was discussed with major
mining companies and, in February, 1983, an
option agreement was finalized with Anaconda
Minerals Company.

Under the terms of this agreement, after Anacon-
da, as operator of the project, has spent $1.25
million on the property, paid Queenstake $ .35
million and funded the next $10 million of explora-
tion and development expenditures, Anaconda
and Queenstake will share further costs and pro-
duction proceeds in a 51:49 ratio. Further geologi-
cal mapping and analysis are presently under way
preliminary to initial drill exploration.

Cactus Gold Project, California

West of the Argus Mines, Queenstake has acquired
another gold vein system property associated with
the same regional structure as the Argus. Prelimi-
nary sampling has been completed with encourag-
ing results and more extensive geological mapping
and sampling is underway.

Jack Thorne Mine, California

This gold prospect, near Fresno, California has
been mapped and sampled in detail and has excel-
lent exploration potential, possibly using a shallow,
closely spaced rotary drilling program.

We have now purchased the property outright,
eliminating all royalties, and will commence a fur-
ther exploration/drilling program in 1983.

Mike Price, geologist, underground on a previously
mined stope on the 100 foot level of the Arondo Mine

Peter Baxter, geologist, muck sampling in the ore shoot
area, below stopes, in the Jack Thorne mine
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e Trenches were mapped and sampled in prepara-
tion for selecting future drill targets along the
granite contact northeast of the present Mar
deposit

e Geochem and rock chip sampling in fill-in lines

No reserve increases have been announced
beyond the previously reported 6 million tons

-grading 0.8% WO..

In 1983, samples will be taken from the main
mineralized horizons for metallurgical testing pur-
poses.

Queenstake has a 20% carried interest in the Mar
Agreement area. Option payments are $100,000
per year until a total of $1,000,000 has been paid
or a commitment is made to place the property into
production. In addition, Canada Tungsten can pur-
chase one-half of Queenstake’s 20% carried inter-

v~ Regional fault - vein system (G.S.C.)

- Attitude of sedimentary beds

est for $2,000,000 on making a decision to place
the property into production.

Makela painting of diamond drilling on the Mar
deposit



Argus Gold, California

On January 1, 1981 Queenstake acquired an
option agreement on three properties covering the
Argus group of gold mines northeast of Bakers-
field, California. Over the next two years, the Com-
pany conducted a program of archive research,
undergound mine sampling and surface geological
mapping and sampling. A mini-feasibility study
was conducted by Harrison Western Corporation,
a major U.S. mine development contractor.

The exploration program outlined a series of sub-
parallel epithermal vein systems with strong verti-
cal and horizontal continuity. The underground
and surface sampling combined with past produc-
tion history indicates a grade of 0.25 ounces of
gold per ton. The geological model which had
been derived from the mapping, sampling and ore
genesis modeling work done on the Argus struc-
tures indicates that the precious metal content of
the ore shoots should increase at depth. The upper
levels of oxide ore are amenable to low cost leach-
ing while the expected higher grade sulphide ores
could be treated in a flotation milling plant. The
pre-war operations mined only oxide ore and were
able to recover 93% of the gold by very low cost
coarse grinding and cyanide vat leaching.

1. Tench Page, geologist, rappels down a shaft at
the Argus Mine as part of the underground
sampling-mapping program

2. Don Farris calls in helicopter in staking project

3. Les Billingsley, Queenstake’s manager of
underground mining projects, in Davenport Mine
at the 200’ level. A bulk sample from here graded
.33 0z. gold/ton

4. Tench Page taking chip
samples from the 200 foot
level of the Davenport Mine

5. Helicopter support was
necessary for much of the
staking and mapping work
in the Argus Mountains

6. George Phelps, U.S.
Exploration Manager,
examines outcrop

DEPTH BELLOW SPRING ORIFICE - meters

Before a mining decision can be made it will be
necessary to outline ore bodies and design
a mine plan to produce the highest return on
the cost of mine development and capital
facilities. By the very size of the vein
structures it was apparent that Queenstake
could not fund the deep diamond drilling,
undergound development and feasibility
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MODEL FOR AN EPITHERMAL PRECIOUS METAL DEPOSIT

Modified from Buchanan, L ). 1981

This geological model has recently come into
prominence in mineral exploration in the Southwest
U.S. It appears to closely fit the Argus deposits as well as
Queenstake’s Gold-King Imperial and Compensation
Mines
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1982
Total revenues

Segment operating earnings (loss)

General and administrative expenses
Income taxes

Net earnings
Identifiable assets

Capital expenditures

Depreciation and depletion

1981
Total revenues

Segment operating earnings

General and administrative expenses
Income taxes

Net earings
Identifiable assets
Capital expenditures

Depreciation and depletion

Industry Segments Geographic Segments
Corporate Consolidated United
Investments Mining Qil & Gas Total Canada States
$ 659851 $1,017,243 S 189,711 $ 1,866,805 S 1,677,094 S 189,711
659,851 (52,940) (80,406) 526,505 606,911 (80,406)
(305,429)
(106,083)
114,993
3,618,522 9,021,045 1,473,284 14,112,851 10,507,307 3,605,544
2,451,654 2,451,654 1,871,610 580,044
21 0,325: 116,209 326,534 210,325 116,209
$1,137,962 § 683,385 $ 148,215 $ 1,969,562 $1,821,347 $ 148,215
1,137,962 239,701 26,052 1,403,715 1,377,663 26,052
(138,068)
(561,500)
704,147
5,256,297 6,934,210 1,692815 13,883,322 10,764,185 3,119,137
2,866,998 471,447 3,338,445 1,782,361 1,556,084
156,494 27,688 184,182 156,494 27,688




10. Segmented Information

The classes of business of the company have been determined on the basis of its principal areas of
investment - Corporate investments, Mineral Properties and Oil and Gas Properties. Identifiable
assets by class of business are those assets that are used in the company’s operations in each
class. Corporate investments are principally cash, temporary cash investments and share pur-
chase loans receivable.

Information by class of business and geographic area as of December 31, 1982 and 1981 and for
the years then ended are as follows:

Deloitte
Haskins : Sell

Chartered Accountants

To the Shareholders of
Queenstake Resources Ltd.:

We have examined the consolidated balance sheet of Queenstake Resources Ltd. as at December 31,
1982 and the consolidated statements of earnings and retained earnings and of changes in financial
position for the year then ended. Our examination was made in accordance with generally accepted
auditing standards, and accordingly included such tests and other procedures as we considered

necessary in the circumstances.

In our opinion, these consolidated financial statements present fairly the financial position of the
company as at December 31, 1982 and the results of its operations and the changes in its financial
position for the year then ended in accordance with generally accepted accounting principles applied

Auditors’ Report

on a basis consistent with that of the preceding year.

Chartered Accountants
February 22, 1983

Suite 2000

1055 Dunsmuir Street
P.O. Box 49279

Four Bentall Centre
Vancouver, B.C. V7X 1P4
(604) 669-4466

Telex 04-54414




Queenstake Resources Ltd.
Consolidated Balance Sheet
December 31, 1982

ASSETS 1982 1981
Current assets
Cash and bank term deposits $ 3,470,822 $ 5,141,097
Accounts receivable 212,672 259,463
Inventories 100,000 174,200
3,783,494 5,574,760
Employee share purchase loans (Note 5) 130,200 115,200
Investment in Canyon Resources, Inc. (Note 2) 304,925 362,235
Resource properties and equipment (Note 3) 9,894,232 7.831,127
$14,112,851 $13,883,322
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities S 80,406 S 98,653
Agreements payable (Note 4) 294,000 294,000
Deferred income taxes (Note 6) 698,000 591,917
1,072,406 984,570
SHAREHOLDERS' EQUITY
Share capital (Note 5) 12,337,822 12,311,122
Retained earnings 702,623 587,630
13,040,445 12,898,752
$14,112,851 $13,883,322

Approved by the board of directors

W

Director Director

During the year the company issued 6,000 shares with an assigned value of $11,700 for
acquisition of an interest in a mineral property, and 25,000 shares on exercise of options
discussed below.

Stock options were outstanding as at December 31, 1982 as follows:

Average

Exercise Number of Exercise
Date Shares Price
1983 35,000 $1.59
1984 31,000 1.59
1985 31,000 1.59
1986 17,000 1.62
1987 5,000 1.80

_ 119,000

Options on 25,000 shares were exercised during the year and were financed through interest
free loans. Those options not exercised in a year may be carried forward for exercise in a
subsequent year with a maximum option term of five years.

Employee share purchase loans are interest free and repayable by March 1, 1987 and the shares
are held in trust as security.

. Income Taxes

The company’s effective tax rate differs from its statutory tax rate because of the effects of earned
depletion, resource allowance and investment tax credits.

. Earnings Per Share

The earnings per share during the current year amounted to $0.03 (1981 - $0.16) based on the
average number of shares outstanding during the respective years. The potential dilutive effect
on earnings per share of the options outlined in Note 5 is not significant.

. Related Party Transactions

Canada Tungsten Mining Corporation owns approximately 45% of the outstanding shares of the
company and participates in several agreements and operations with the company including an
option to acquire interests in certain mining claims and leases ( $125,000 option payment received
during the year; $75,000 in 1981).

. Comparative Figures

Certain of the 1981 comparative figures have been reclassified to conform with the classifications
used in the current year.




2. Investment in Canyon Resources, Inc.

The company acquired, in January 1981, for $312,500 US., 125,000 common shares repre-
senting 12 1/2% of the issued share capital of Canyon Resources, Inc. (Canyon), a private Texas

corporation in the oil and gas industry.

Pursuant to this acquisition the company also acquired:
(a) the right to participate, up to 25%, in exploration and development prospects developed by

Canyon, and

(b) the right to periodic distributions of 12 1/2% of Canyon’s carried interests in oil and gas

projects organized by Canyon.

The investment in Canyon Resources, Inc. is in excess of the company's share of the net assets of
that company at December 31, 1982 by approximately $160,000, which represents technical ex-
pertise being amortized on a straight-line basis over ten years. The amortization for the current
year of $17,800 is included in the company's share of loss of Canyon Resources, Inc. in the Con-
solidated Statements of Earnings and Retained Earnings.

3. Resource Properties and Equipment

1982 1981
Accumulated
depletion Net Net
and Book Book
Cost depreciation Value Value
Mineral properties
— operating $ 2,178,351 S 209491 $1,968,860 $2,073,755
— development 4,244,552 4,244,552 2,658,886
Oil and gas properties 1,301,799 194,453 1,107,346 1,225,033
Mining equipment
— operating 1,470,770 153,364 1,317,406 1,256,874
— exploration and development 1,172,868 1,172,868 566,208
Office equipment 92,052 8,852 83,200 50,371
$10,460,392 S 566,160 $9894,232 _$7.831,127

4. Agreements Payable

Dredge purchase agreements of $294,000 (1981 - $294,000) are payable at a rate of 5% of the
company’s net profits (as defined) from mineral properties on which the company may operate
the dredges, with any unpaid amount due by December 10, 1990.

5. Share Capital

Authorized — 10,000,000 common shares without par value

) 1982 1981
Shares Amount Shares Amount
Issued and fully paid 4,451,200 $12,337,822 4,420,200 $12,311,122

Queenstake Resources Ltd.

Consolidated Statements of Earnings and Retained Earnings

Year Ended December 31, 1982

1982 1981
Revenues
Gold sales $ 892,243 S 616,672
Oil sales 189,711 148,215
Interest 659,851 1,137,962
Mineral property options 125,000 66,713
1,866,805 1,969,562
Costs and expenses
Direct operating and production 956,456 330,620
Depreciation and depletion 326,534 184,182
General and administrative 305,429 138,068
Mineral properties abandoned 40,545
1,588,419 693,415
Operating earnings before income taxes 278,386 1,276,147
Provision for income taxes — deferred (note 6) 106,083 561,500
Operating earnings 172,303 714,647
Share of loss of Canyon Resources, Inc. 57310 10,500
Net earnings (Note 7) 114,993 704,147
Retained earnings (deficit), beginning of year 587,630 (116,517)
Retained earnings, end of year S 702,623 $ 587,630




Queenstake Resources Ltd.

Consolidated Statement of Changes in Financial Position

Year Ended December 31, 1982

1982 1981
Funds Provided
From operations:
Net earnings S 114,993 S 704,147
Items not affecting working capital:
Depreciation and depletion 326,534 184,182
Deferred income taxes 106,083 561,500
Share of loss of Canyon Resources, Inc. 57310 10,500
604,920 1,460,329
Proceeds from issue of shares 26,700 115,200
Mineral property costs recovered 62,015 8,287
Reclassification of income taxes payable 30,400
693,635 1,614,216
Funds Applied
Expenditures on resource properties and equipment 2,451,654 2,965,710
Employee share purchase loans 15,000 115,200
Investment in Canyon Resources, Inc. 372,735
Reduction in agreements payable 5,000
2,466,654 3,458,645
Decrease in working capital (1,773,019) (1,844,429
Working capital, beginning of year 5476,107 7,320,536
Working capital, end of year $3,703,088 $5,476,107

Queenstake Resources Ltd.
Notes to the Consolidated Financial Statements
Year Ended December 31, 1982

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of consolidation
The consolidated financial statements include the accounts of the company’s wholly-owned sub-
sidiary, Queenstake Resources (US.A.) Inc.

Investment in Canyon Resources, Inc.
The investment in Canyon Resources, Inc. is accounted for using the equity method.

Foreign currencies
Accounts maintained in U.S. dollars have been translated into Canadian dollars as follows:

(a) Current assets and current liabilities - at the rate of exchange prevailing at the balance sheet
dates.

(b) Non-current assets including depreciation and depletion - at exchange rates prevailing at the
time of acquisition.

(c) Income and expenses - at exchange rates prevailing on the dates of the transactions.

Mineral Properties and Other Related Assets
During the year, the company changed its method of accounting for each of its placer gold proper-
ties in the Yukon River Basin area from a property-by-property basis to the ‘area of interest method"".
The effect of this change on net earnings for the current year is not material. Had this change been
applied retroactively, its effect on net earnings of prior years would not have been material.

The company follows a modified ““full cost method" of accounting for its mineral properties whereby
all costs relative to the acquisition of, exploration for and development of these properties are cap-
italized by property. For this purpose, the placer gold properties in the Yukon River Basin area are
treated as one property. All sales and option proceeds received are credited against the costs of the
related properties. No gains or losses are recognized on the sale or disposition of properties except
in circumstances which result in significant dispositions of reserves. Once commercial production
has commenced, these net costs are charged to future operations on a unit-of-production method
based on estimated recoverable reserves, by property. The aggregate costs related to abandoned
properties are charged to operations.

Mining equipment is carried at cost. Depreciation is provided once commercial production com-
mences using the straight-line method at rates ranging from 4% to 10% per annum.

Oil and Gas Properties

The company follows the “successful efforts” method of accounting for its oil and gas properties
whereby all costs relative to the acquisition of, exploration for and development of these properties
are capitalized by field. Such costs include lease acquisition costs, geological and geophysical ex-
penses, lease rentals on undeveloped properties, costs of drilling productive wells, and all technical
expenses directly related to exploration and development activities. No gains or losses are recog-
nized on the sale or disposition of properties except in circumstances which result in significant
dispositions of reserves. Depletion of net capitalized costs is charged to operations on a unit-of-
production method based on estimated recoverable reserves, by field. Costs associated with dry
holes and abandonments are charged to operations.

Revenue recognition
Revenues from the sale of refined metals are recognized when legal title passes to the buyer.
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SIXTY MILE RIVER
gold ‘(pr'oducingl

CLEAR CREEK
gold (producing)

DUBLIN GULCH
gold- tungsten- tin

BLACK HILLS CREEK
gold (producing)

BULLION CREEK %

lead- zinc-silver
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gold

IDAHO GOLD PROJECT *
gold
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CACTUS GOLD
gold

CANYON RESOURCES INC.
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Queenstake Resources Ltd.
Report to the Shareholders

The directors are pleased to present the sixth
Annual Report of your Company together with
the audited financial statements for the year
ended December 31, 1983.

In 1983, Queenstake made significant improve-
ments in its gold dredging operation at Clear
Creek, Yukon, resulting in a 150% increase in gold
production over 1982, while decreasing total
operating costs. This operation is now one of the
lowest cost per ounce gold producers in North
America. The acquisition and exploration of the
Black Hills placer gold project in late 1982
allowed for early equipment acquisition and a full
production season in 1983 resulting in recovery
of 60% of preproduction capital in the first year of
operation. The Sixty Mile placer gold project was
acquired in early 1983. Camp and support
facilities were constructed, an extensive drilling
program completed and a bulk sampling unit in-
stalled. Gold recovery from the successful bulk
test covered operating costs and full scale pro-
duction is planned for 1984. Queenstake’s Yukon
gold production is projected to increase by ap-
proximately 20% in 1984.

In 1983, Queenstake’s hardrock base greatly ex-
panded with acquisitions such as the Quartz Hill,
Montana silver property, the Mt. Hamilton,
Nevada gold-silver property and the Mt. Tobin,
Nevada silver-gold property. Each of these pro-
jects has been advanced by the 1983 programs
with encouraging exploration results. One of the
most significant acquisitions of 1983 was the
Chichagof, Alaska gold mine project where an
extensive surface and underground exploration
program combined with diamond drilling has de-
termined tailings reserves and a potential ore
shoot zone plus numerous gold targets for addi-
tional exploration in 1984.

Our technical group has expanded with explora-
tion staff now based in Vancouver, B.C,;
Whitehorse, Yukon; Reno, Nevada; Denver, Col-
orado; and Tucson, Arizona. Our operating and
exploration staff at Duncan, Arizona are continu-
ing to develop the Gold King-Imperial Mine and
explore for additional gold-silver prospects in
New Mexico and Arizona. Queenstake’s team of
highly skilled explorationists is continuing to
evaluate promising mineral properties in \Western
Canada and the United States with the expecta-
tion of more successful project acquisitions in
1984.

In 1983, Queenstake expended approximately $4
million to increase its resource property and
equipment investment to a total of $14 million. As
of December 31, 1983 working capital was $2.5
million. The Company’s 1984 capital expendi-
tures on existing projects have been budgeted at
$3 million which can be provided from existing
working capital and operating cash flow. How-
ever, since Queenstake is planning a very active
program of mineral project acquisition in 1984,
additional private or public equity financing may
be sought, depending on market strength.

For the next several years, growth in the explora-
tion and development of the Company’s mineral
properties will be financed by steadily growing
operating cash flows, joint participation with
other companies and new equity financings. With
new exploration targets, additional funding and a
growing team of mine finders, Queenstake an-
ticipates rapid growth for its mining operations.

The Company is now entering a phase of its de-
velopment where it can commence the payment



of a sustainable dividend. The Board of Directors
has resolved that, depending on the success of
current operations, payment of an initial dividend
will be considered at the conclusion of the 1984
gold production season.

On behalf of the Board of Directors | thank
Queenstake’s employees, shareholders and in-
dustry associates for the efforts and support that
have provided these opportunities for growth.

At T

Gordon C. Gutrath
President & Chief Executive Officer
April, 1984

Gordon Gutrath pan sampling at the Sixty Mile site.

Exploration, Property Acquisition and
Production — Strategy for Growth

Queenstake’s growth strategy has been to fund a
significant proportion of the capital cost of ac-
quiring ore reserves and production equipment
through cash flow from relatively small placer
mines and silica flux operations.

Exploration drilling in the Sixty Mile River area during 1983.

The steady growth in placer production to 8,075
fine ounces in 1983 has admirably met this fund-
ing requirement. The Company is now expanding
this placer base to 10,000 ounces in 1984 with a
further increase projected in 1985 (based on pre-
sent property holdings). Several additional Yukon
and Alaska properties are now being reviewed
for near term production and the Paradise project
in Northern California has excellent potential as a
year-round producer.

Queenstake’s target is to bring further properties
into production in 1985 to add to its scheduled
gold production. This could be met by the addi-
tion of two northern projects or alternatively by a
successful start-up of a year-round project such as
the Paradise Placer.

The growing cash flow from the placer expansion
is projected to fund a major portion of the capital
for hardrock projects such as Chichagof or Argus
which have near or mid-term production poten-
tial.

1983
Total revenues

Segment operating earnings (loss)

General and administrative expenses
Income taxes

Net earnings

Identifiable assets

Capital expenditures
Depreciation and depletion

1982
Total revenues

Segment operating earnings (loss)

General and administrative expenses
Income taxes

Net earnings
Identifiable assets
Capital expenditures

Depreciation and depletion

1983
Total revenues

Segment operating earnings (loss)

General and administrative expenses
Income taxes

Net earnings
|dentifiable assets

1982
Total revenues

Segment operating earnings (loss)

General and administrative expenses
Income taxes

Net earnings

Identifiable assets

Industry Segments

Corporate Consolidated

Investments Mining Oil & Gas Total
$ 250,902 S 4,177,504 $ 155,883 $ 4,584,289
250,902 1,719,209 (135,318 1,834,793
(367,783)
(455,000
1,012,010
2,288,430 12,178,006 1,241,530 15,707,966
3,742.431 35182 3,777,613
630,494 187,558 818,052
$ 659,851 S 1,017,243 S 189,711 s 1,866,805
659,851 (52,9400 (80,406 526,505
(305,429)
(106,083)
114,993
3601022 9038545 1473284 14,112,851
2,451,654 2,451,654
210,325 116,209 326,534

Geographic Segments

United Consolidated

Canada States Total
$ 4,408,397 S 175,892 S 4,584,289
___ 1,971,355 (136,562) 1,834,793
(367,783)
(455,000)
1,012,010
10,329,221 5,378,745 15,707,966
$ 1,677,094 $ 189,711 $ 1,866,805
606,911 (80,406) 526,505
(305,429)
(106,083)
114,993
10,507,307 3,605,544 14,112,851




6. SHARE CAPITAL

10.

Authorized - 10,000,000 common shares without par value
Issued and outstanding:

Number of
Shares Amount

Balance at December 31, 1981 4,420,200 $12,311,122
Issued in 1982

In exchange for a mineral property 6,000 11,700

For stock options exercised 25,000 15,000
Balance at December 31, 1982 4,451,200 12,337,822
Issued in 1983

In exchange for mineral properties 25,000 100,875

For stock options exercised 14,000 23,250
Balance at December 31, 1983 4,490,200 $12,461,947

The company has an employee incentive stock option plan. Options outstanding under this plan are as follows:

December 31, 1983

Average

Year Number of Exercise
Exercisable Shares Price
1984 107,000 $2.06
1985 34,000 $2.36
1986 32,000 $2.41
1987 17,000 $3.10

190,000

Options not exercised in a year may be carried forward for exercise in a subsequent year with a maximum option term of
five years from the year of grant.

Employee share purchase loans arise from options exercised. They are interest free and repayable by various dates to
1989. The shares are held in trust as security.

. INCOME TAXES

The company’s effective tax rate differs from its statutory tax rate primarily because of the effects of earned depletion and
resource allowances.

. EARNINGS AND CASH FLOW PER SHARE

Eamings and cash flow per share are based on the average number of shares outstanding during the respective years.
The potential dilutive effect of the options outlined in Note 6 is not significant.

. RELATED PARTY TRANSACTIONS

Canada Tungsten Mining Corporation Limited which owned approximately 44% of the outstanding shares of the
company at December 31, 1983 (45% at December 31, 1982) participated in several agreements and operations with the
company including an option to acquire interests in certain mining claims and leases under which option payments of
$100,000 (1982 — $125,000) were made to the company.

SEGMENTED INFORMATION

The classes of business of the company have been determined on the basis of its principal areas of investment —
Corporate Investments, Mineral Properties and Oil and Gas Properties. Identifiable assets by class of business are those
assets that are used in the company’s operations in each class. Corporate investments are principally cash, temporary
cash investments, employee share purchase loans receivable and other assets.

Information by class of business and geographic area as at December 31, 1983 and 1982 and for the years then ended
are as follows:

For the next two years, Queenstake management
believes there is an excellent opportunity to ac-
quire advanced precious metal exploration prop-
erties at relatively low cost. As the market for
these properties becomes tighter it may be possi-
ble to obtain exploration/development funding
through farm-outs on highly leveraged terms.

If this strategy is successful, Queenstake will
achieve increased cash flow from a higher pre-
cious metals production rate sustained by an ex-
tensive exploration property and metal reserve
base. The Company’s objective is to achieve this
growth with minimum equity dilution while
commencing to pay a percentage of cash flow as
a sustainable dividend.

1983 Highlights

® Production of gold from the Clear Creek dredge
operation more than doubled from 1,650 fine
ounces in 1982 to 4,232 ounces in 1983 while
operating costs decreased from $863,803 to
$697,000. This resulted in 1983 cash produc-
tion costs of $165 ($130 U.S.) per ounce of gold

produced making Clear Creek one of the lowest
cost Canadian gold producers.

Operating dredge at Clear Creek in 1983.

® Production for the first year of operation from
the Black Hills placer mine was 2,886 ounces of
fine gold. Capital costs to place the mine into
production were $1.1 million and 1983 operat-
ing cash flow was $580,000. Additional mining
equipment has been acquired to increase 1984




production capacity by 20% over the 1983
mining rate.

e The Sixty Mile placer operation was a combined
drill exploration and bulk sampling program.
The bulk sampling bulldozer sluice box opera-
tion produced 957 fine ounces of gold. The
exploration results indicate that the reserves are
adequate to support a full scale mining opera-
tion commencing in 1984.

e The acquisition of the Paradise Placer gold prop-
erty in northern California gives the company a
unique opportunity to develop a year round
placer mining operation. The land position is
very large, covering portions of a number of well
known and previously mined Tertiary gold
bearing gravel channels with potential grades
from 0.10 to 0.25 ounces of gold per cubic yard.
These channels are mined by underground
methods resulting in minimal land disturbance
and associated environmental problems.

e Completion of a contract with Phelps Dodge’s
Morenci Smelter for supply of precious metals
bearing silica flux from the Gold King-Imperial

mine in New Mexico resulted in a period of mine
production in late 1983. Production started in
relatively higher grade material than is typical
for the mine and ongoing production will be
dependent on improved precious metal prices.
Anaconda Minerals Company is now proceed-
ing to evaluate the possibility of high grade
bonanza ore at depths in accordance with a
Queenstake-Anaconda option agreement
reached in March, 1984. Under this agreement,
Anaconda must spend $3 million to acquire a
51% interest in the property.

® The 1983 exploration program completed on
the Chichagof property outlined 430,000 tons
of tailings grading 0.10 ounces of gold per ton.
Two diamond drill holes intersected a potential
ore shoot at the Big Croppings quartz vein zone.
This and 13 other gold targets are outlined for
continued exploration in 1984.

e Quartz Hill, Montana, silver property: Option to
acquire 60% of project from Homestake Mining
Company. Three Queenstake drill holes interse-
cted a blind mineralized shoot that has a weigh-

—

Revenues
Revenues from metals and hydrocarbon production are net of royalties and treatment charges.

Revenues from the sale of metals are recognized when legal title passes to the buyer. Settlement adjustments arising
from final determination of metal weights and assays are reflected in sales when received. Sales include gains and losses
arising from forward sales contracts.

Placer preparation costs
Production preparation costs of operating placer properties and related overhead charges (including depreciation) are
charged to earnings over the year in which they are incurred.

. INVENTORIES
December 31, December 31,
1983 1982
Gold S 17,978 S —
Supplies and materials 200,000 100,000
s 217,978 $ 100,000

. INVESTMENT IN CANYON RESOURCES, INC.

The investment in Canyon Resources, Inc. is in excess of the company’s share of the net assets of that company by an
amount (December 31, 1983 — $142,200; December 31, 1982 — $160,000) which represents technical expertise being
amortized on a straight-line basis over ten years. The amortization is included in the company’s share of loss of Canyon
Resources, Inc. in the Consolidated Statement of Earnings and Retained Earnings.

RESOURCE PROPERTIES AND EQUIPMENT

December 31, December 31,
1983 1982
Mineral properties
— operating $ 4,781,766 $ 3,861,019
— exploration and development 4,537,259 2,561,884
Mining equipment
—operating 2,637,805 1,470,770
— exploration and development 632,086 1,172,868
Oil and gas (operating) properties 1,336,981 1,301,799
Office equipment 126,476 92,052
14,052,373 10,460,392
Accumulated depletion and depreciation 1,404,797 566,160
$12,647,576 $ 9,894,232

. AGREEMENTS PAYABLE

Dredge purchase agreements ($294,000 at December 31, 1983 and December 31, 1982) are payable at a rate of 5% of
the company’s net profits (after recovery of all capital and operating costs) from mineral properties on which the
company may operate the dredges, with any unpaid amount due by December 10, 1990. No amounts are expected to
be payable within the next twelve months.




Queenstake Resources Ltd.
Notes to the Consolidated Financial Statements
Year Ended December 31, 1983

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of consolidation
The consolidated financial statements include the accounts of the company’s wholly-owned subsidiary, Queenstake
Resources (US.A.) Inc.

Joint Venture Accounting
Some of the company’s mining exploration and development activities and its oil and gas activities are conducted jointly
with others. These financial statements reflect only the company’s proportionate interests in such activities.

Foreign currencies
Accounts maintained in U.S. dollars have been translated into Canadian dollars as follows:

(a) Current assets and current liabilities — at the rate of exchange prevailing at the balance sheet dates.
(b) Non-current assets including depreciation and depletion — at exchange rates prevailing at the time of acquisition.
(c) Revenues and other expenses — at exchange rates prevailing on the dates of the transactions.

Gains and losses on translation are included in the cost of resource properties, as these amounts are not significant.

Inventories
Inventories of gold are valued at the lower of the average cost of production and net realizable value. Inventories of
supplies and materials are valued at approximate average cost.

Investment in Canyon Resources, Inc.
The investment in Canyon Resources, Inc. is accounted for using the equity method.

Mineral properties and other related assets.
The company accounts for its mineral properties whereby all costs (including overhead charges) relative to the
acquisition of, exploration for and development of these properties are capitalized by property. For this purpose, the
placer gold properties in the Yukon River Basin area are treated as one property. All sales and option proceeds received
are first credited against the costs of the related properties, with any excess credited to earnings. No gains or losses are
- recognized on the partial sale or disposition of properties except in circumstances which result in significant dispositions
of reserves. Once commercial production has commenced, these net costs are charged to future operations on a
unit-of-production method based on estimated recoverable reserves, by property. The net costs related to abandoned
properties are charged to earnings.

Mining equipment is carried at cost. Depreciation is provided using the straight-line method at annual rates ranging from
4% to 20%. No depreciation is provided on mining equipment until put into use for either exploration, development or
production purposes.

Oil and gas properties

The company follows the “successful efforts” method of accounting for its oil and gas properties whereby all costs
relative to the acquisition of, exploration for and development of these properties are capitalized by field. Such costs
include lease acquisition costs, geological and geophysical expenses, lease rentals on undeveloped properties, costs of
drilling productive wells, and all technical expenses directly related to exploration and development activities. No gains
or losses are recognized on the sale or disposition of properties except in circumstances which result in significant
dispositions of reserves. Depletion of net capitalized costs is charged to future operations on a unit-of-production
method based on estimated recoverable reserves, by field. Costs associated with dry holes and abandonments are
charged to earnings.

ted average silver content of approximately 15
ounces per ton over a true width of eight feet.
The structure is open on both ends and at depth,
and there are a number of other drill targets on
the property with similar potential.

® Mt. Hamilton, Nevada, gold-silver property: An

exploration program outlined several Carlin
type gold-silver mineralized targets. An initial 10
hole drill program is planned in 1984 to test the
geologic model for these targets.

e Mt. Tobin, Nevada, silver-gold property: An

exploration program completed on this prop-
erty in late 1983 resulted in three silver-gold
exploration targets. In February, 1984 the prop-
erty was optioned to First Mississippi Corpora-
tion who must spend $310,000 (U.S.) to acquire
a 51% working interest in the project.

® Argus Gold, California, gold property: In March,

1984 Anaconda terminated their option of this
property. Queenstake is evaluating the
Anaconda data and in particular the Ruth Mine
that was acquired by Anaconda as part of the
Argus property group. The Ruth Mine was the
largest gold producer in the district and
Queenstake is now exploring this mine.
Through the Anaconda option period
Queenstake continued to carry out a detailed
geological analysis of this project and combined
with the Anaconda work has a much better
understanding of the Argus Gold deposit. This
work has outlined five major drill targets and a
number of lesser targets.

Painting of the head frame installed in 1983 at the Jim Crow
Mine, by B.C. artist, Don Makela.

® Dublin Gulch-Mar Agreement property: In
1983 Canada Tungsten carried out an extensive
stripping program on the placer gold reserve
block at Dublin Gulch. They continued to
evaluate the Mar hardrock tungsten deposit
with emphasis on maximization of tungsten re-
covery.

® A low cost program of oil well development on
existing properties has been successful in 1983.
Canyon Resources Inc., in which Queenstake
has 12-1/2% equity interest, has had steady
progress in continuing to develop its waterflood
projects and to obtain project funding to carry
out its programs.

Financial Review and Outlook

In 1983, Queenstake invested $3.8 million in re-
source properties and equipment, funded by $2.4
million of cash flow from operations, $0.3 million
of net option payments and share issues and a
working capital drawdown of $1.1 million. Re-
source investments now aggregate $12.6 million
(net book value) comprised of $11.5 million min-
ing and $1.1 million oil and gas.

At December 31, 1983, the Company’s cash re-
serves were $2.1 million. 1984 cash requirements
for the seasonal startup of the Clear Creek, Black
Hills Creek and Sixty Mile River placer operations
are estimated at $1.0 million. Apart from new
project acquisitions, it is anticipated that cash
flow from operations will fund all mine explora-
tion and development costs for the coming year.

Placer gold revenues are projected to increase
againin 1984, with the first year of full production
from the Sixty Mile River operation and with pro-
duction improvements at Black Hills Creek from
acquisition of new, larger production equipment.
If gold prices hold steady at present levels it is
expected that cash flow and operating earnings
will increase in 1984.

The Company is presently negotiating joint ven-
ture financing for a number of mining projects in
the acquisition or exploration phases. Depending
on the success of these negotiations and of ac-
quisition efforts currently underway, Queenstake
may also issue further share capital in 1984 to
fund asset growth. Whatever the financing
method, 1984 will see increased investment in
the mining development sector of the Company.



Clear Creek, Yukon

In 1983, Queenstake mined 5,250 oz. of raw
placer gold with its bucketline dredge at Clear
Creek, yielding 4,232 ounces of fine gold for pro-
duction revenues of $2.13 million.

An ongoing series of improvements in the
mechanical and recovery system of the dredge,
combined with systematic grade control resulted
in a dramatic increase in gold recovery in 1983
while increasing the reserve life of the Clear Creek
project. A very successful program of reserve de-
velopment ahead of the dredge, including the
removal of 300,000 cubic yards of overburden,
resulted in three years of reserves now stripped
and prepared for production. There are now an
estimated 7 years of dredging reserves remaining
at Clear Creek.

Cost controls have been a priority of Mr. Wayne
Lerner, Manager of the dredge operation. In
1983, the direct operating costs at Clear Creek

Alex Band welding protective plate onto the spud. Two
hours of maintenance a day keeps the dredge running in top
condition.

Queenstake Resources Ltd.

Consolidated Statement of Changes in Financial Position

Funds provided
From operations
Net earnings
Items not affecting working capital
Depreciation and depletion
Deferred income taxes
Share of loss of Canyon Resources, Inc.

Resource properties abandoned

Funds provided from operations

Issue of shares
Employee share purchase loans

Resource property costs recovered

Funds applied
Expenditures on resource properties and equipment
Employee share purchase loans

Other assets

Decrease in working capital

Working capital, beginning of year

Working capital, end of year

Year Ended December 31,

1983 1982
$ 1,012,010 S 114,993
818,052 326,534
455,000 106,083
34,460 57,310
43,052 =
2,362,574 604,920
124,125 26,700
36,050 —
163,165 62,015
2,685,914 693,635
3,777,613 2,451,654
= 15,000
63,673 -
3,841,286 2,466,654
(1,155,372) (1,773,019)
3,703,088 5,476,107
s 2,547,716 s 3,703,088




were $697,000. Operating costs per fine ounce of
gold produced were $165 ($130 U.S.).

Mr. Lerner has also continued a policy of intensive
Queenstake Resources Ltd. on-going equipment maintenance. This program
produced an average dredging time of 22 hours
per day including all stops for maintenance, gold
clean-ups and refueling. Replacement of the main

Consolidated Statement of Earnings and Retained Earnings

Year Ended December 31, gear and tumbler plus new bucket lips and trom-
1983 1982 . mel screens has ensured that the dredge will be in
excellent operating condition for the 1984 mining
Revenues season. ol
Gold sales S 4,034,180 $ 892,243 -
Oil sales 155,883 189,711
Interest 250,902 659,851
Mineral property options 100,000 125,000
Management fees 43,324 —
4,584,289 1,866,805

Costs and expenses

Direct operating 1,853,932 956,456
o ' Wayne Lemer is Queenstake’s Manager of Yukon Placer
Depreciation and depletion 818,052 326,534 Operations and Dredgemaster at Clear Creek.
General and administrative 367,783 305,429
Resource properties abandoned 43,052 —
3,082,819 1,588,419
Operating earnings before income taxes 1,501,470 278,386
Provision for income taxes (Note 7) 455,000 106,083
Operating earnings 1,046,470 172,303
Share of loss of Canyon Resources, Inc. 34,460 57310
Net earnings $ 1,012,010 S 114,993

Per share (Note 8)

Net earnings $ 0.23 $ 0.03

Cash flow (funds provided from operations) S 0.53 $ 0.14 f
Retained earnings, beginning of year S 702,623 S 587,630 ]
Net earnings 1,012,010 114,993

Retained earnings, end of year S 1,714,633 S 702,623




Black Hills Creek, Yukon

In September, 1982, Queenstake acquired a lease
on a heavily drilled, well proven placer property
located at Black Hills Creek, 60 miles south east of
Dawson City, Yukon. During late 1982 the Com-
pany conducted a program of pit sampling which
confirmed the extensive drilling data. Detailed
mine plans were completed and the necessary
equipment acquired to place Black Hills Creek in
full production in 1983.

In 1983, 183,000 cubic yards were mined grading
0.016 ounces per cubic yard. Direct operating
costs were $820,000 resulting in a cost of $4.48
($3.58 U.S.) per cubic yard mined and a cost of
$284 ($227 US.) per fine ounce recovered.

In 1984, improvements are being made to the
production and recovery equipment to increase
productivity and reduce the cost per ounce of
gold recovered. Equipment upgrading includes
the acquisition of a new D9L Caterpillar bulldozer
with much greater earth moving and ripping

Mike Hughes, Mine Manager at Black Hills, melts and pours
raw placer gold into bars for shipment to the refinery.

Queenstake Resources Ltd.

Consolidated Balance Sheet

ASSETS

Current assets
Cash and term deposits
Accounts receivable

Inventories (Note 2)

Employee share purchase loans (Note 6)
Investment in Canyon Resources, Inc. (Note 3]
Resource properties and equipment (Note 4)

Other assets

LIABILITIES

Current liabilities

Accounts payable and accrued liabilities
Agreements payable (Note 5)

Deferred income taxes

SHAREHOLDERS' EQUITY

Share capital (Note 6)

Retained earnings

Approved by the board of directors m

Director

December 31, December 31,
1983 1982
$ 2,130,607 $ 3,470,822
283,517 212,672
217,978 100,000
2,632,102 3,783,494
94,150 130,200
270,465 304,925
12,647,576 9,894,232
63,673 —
$15,707,966 $14,112,851
s 84,386 $ 80,406
294,000 294,000
1,153,000 698,000
1,531,386 1,072,406
12,461,947 12,337,822
1,714,633 702,623
14,176,580 13,040,445
$15,707,966 $14,112,851

W&&CA/M—A

Director
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GOLD PRODUCTION

~ Clear Creek
52%

@ Sixty Mile River
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FIVE YEAR CHART OF REVENUES,
CASH FLOW AND EARNINGS

capacity than the previous equipment and also
the construction of a larger sluice box to increase
the hourly throughput capacity. These and other
improvements are projected to increase produc-
tion at Black Hills Creek by at least 20% in 1984.

TAILINGS

REMOVAL\

MINING

SLUICING

Black Hills Creek placer mining operation.
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Net Earnings
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COMPARATIVE ANALYSIS OF
FULLY OPERATING PLACER PROPERTIES

$ CDN (per fine ounce)
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Operating Profit

400 Depreciation &
Depletion
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300 Fuel

200 Equipment
Other
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1t Wages

0 Clear Creek Dredge Black Hills Sluice




Sixty Mile River, Yukon

In March, 1983, Queenstake acquired and op-
tioned a total of seven miles of placer claims lo-
cated on Little Gold and Big Gold Creeks in the
Sixty Mile River area, 65 miles west of Dawson
City, Yukon. During 1983 the company con-
ducted an exploration drilling program on both
creeks with the purpose of defining grade and
future mining parameters. The estimated reserves
based on the 1983 drilling program are 1.7 million
cubic yards at an economic mining grade.

The Company also conducted a bulk testing pro-
gram on Little Gold Creek which had been previ-
ously mined in the late 1940’s. This program,
which produced 957 fine ounces of gold, was
conducted to determine the grade of various re-
serve blocks, to confirm drill results and to de-
velop drainage and settling ponds for the 1984
season.

Mining at Little Gold Creek.

In 1984, improvements in the production
machinery, a longer working season and better
grade should enable the company to produce in
excess of 2,500 ounces of gold from the Sixty Mile
River project.

Bullion Creek,
Northern British Columbia

The drill and surface exploration program on this
property has indicated a very large basin struc-
ture containing thick sections of strataform low-
grade lead-zinc-silver massive sulphide minerali-
zation.

Queenstake has optioned this property to two
mining companies who must conduct a $275,000
exploration program on the property in 1984 to
retain their interest. The Bullion creek property is
being presented to major mining companies to
obtain funding for the further evaluation of this
very large exploration target.
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Queenstake Resources Ltd.
Consolidated Financial Statements
and Auditors’ Report to the Shareholders
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Deloitte
Haskins - Sells

Chartered Accountants Suite 2000
1055 Dunsmuir Street
P.O. Box 49279
Four Bentall Centre
Vancouver, B.C V7X 1P4
(604) 669-4466
Telex 04-54414

Auditors’ Report

To the Shareholders of
Queenstake Resources Ltd.:

We have examined the consolidated balance sheet of Queenstake Resources Ltd. as at December 31, 1983 and the
consolidated statements of earnings and retained earnings and of changes in financial position for the year then ended. Our
examination was made in accordance with generally accepted auditing standards, and accordingly included such tests and
other procedures as we considered necessary in the circumstances.

In our opinion, these consolidated financial statements present fairly the financial position of the company as at December

31, 1983 and the results of its operations and the changes in its financial position for the year then ended in accordance with
generally accepted accounting principles applied on a basis consistent with that of the preceding year.

Lottt Mok € Artens
Chartered Accountants
February 13, 1984




Canyon Resources, Inc.

The Company’s primary petroleum asset is its
12.5% equity ownership in Canyon Resources,
Inc. Since its inception in January of 1981 Canyon
has conceived and financed three major secon-
dary oil recovery projects. To date, the aggregate
redevelopment funding that has been arranged is
SUS 21.5 million and the gross target recoverable
reserves are 6 million barrels of oil, which repre-
sents a redevelopment cost of SUS 3.58 per barrel
of oil.

The most significant Canyon waterflood is the
Halff Field in Crockett County, Texas. In 1983
Canyon completed the acquisition of 83% of the
3,000 acre Halff Field. Secondary oil reserves to be
developed were initially estimated at 3,000,000
barrels.

Canyon’s interest in the project is being funded
through a 12% non-recourse loan which is pro-
vided by the AT & T Pension Fund. The funds
approved are as follows:

— Field acquisition

(83% W.1.) SUS 435 MM
— Secondary recovery

program 6.75 MM
— Contingency 1.00 MM

Total SUS 12,10 MM

CANYON RESOURCES Inc.
Head Office - Dallas

KURTEN FIELD
JEWET FIELD
SALT FLAT FIELD

CHAPMAN OIL
Head Office - Houston

HALFF FIELD

(CANYON RESOURCES Inc )
SWEETWATER FIELD
(CANYON RESOURCES Inc.)

SOUTH LAKE TRAMMEL FIELD Y/
(CANYON RESOURCES Inc.)

Canyon will operate the project and will earn a
3.75% net revenue interest upon completion of
the waterflood, increasing to 31.875% upon re-
payment of the loan plus interest to the pension
fund.

Queenstake is on the division order as a particip-
ant in this project and will directly receive produc-
tion proceeds. Significant cash flow from this
project is forecast to commence in 1986.

The next important Canyon waterflood is the
South Lake Trammel reservoir, Nolan County,
Texas, estimated to contain 2.5 million barrels of
oil recoverable by infill drilling and waterflooding.

The two phase program is well advanced. An
internal evaluation in January, 1984 has reesti-
mated recoverable Phase | reserves to 750,000
barrels (up from 600,000 barrels previously cal-
culated).

In addition to the development of the Halff Field
and South Lake Trammel Field waterflood pro-
jects, Canyon is constantly reviewing secondary
recovery opportunities with the intent of initiat-
ing one new program in each year. Canyon gen-
erally attempts to acquire depleted or partially
depleted fields up to 5,000 acres in size. This size
of reservoir is considered by Canyon to be op-
timum for their operations because the acquisi-
tion and redevelopment cost can usually be kept
under $10 million and these smaller reservoirs do
not attract competition from the major oil com-
panies.

Also in 1983, Canyon commenced a program of
investment in primary oil and gas projects in
Texas, lllinois and New Mexico to augment its
ongoing secondary oil project cash flows.

Primary Investment in Oil
and Gas Production

Queenstake continued to improve its small but
steady cash flow producing wells. Successful re-
working of a well in the Salt Flat Field near Luling,
Texas and completion of six wells in the South
Mula Pasture Prospect, in which Queenstake has
a fractional participating interest, combined to
offset declines in production from existing wells.

Dublin Gulch — Hardrock, Yukon

In 1983, Canada Tungsten’s ongoing program of
exploration on the Mar Tungsten deposit con-
sisted of a small bulk sampling program for
metallurgical testing purposes.

No reserve increases have been announced be-
yond the previously reported six million tons
grading 0.8% WOs.

Queenstake has a 20% carried interest in the Mar
Agreement Area. Option payments are $100,000
per year until a total of $1,000,000 has been paid
or a commitment made to place the property into
production. In addition, Canada Tungsten can
purchase one-half of Queenstake’s 20% carried
interest for $2,000,000 on making a decision to
place the property into production.

Dublin Gulch — Placer, Yukon

The extensive drilling done on this project to date
has indicated the presence of high grade gold and

tungsten bearing reserves containing approxi-
mately 8,000 fine ounces of placer gold in
140,000 cubic yards of gravel.

In 1983 Canada Tungsten commenced a program
to remove the overburden material in preparation
for mining the gravels in 1984.

Queenstake has a 10% prepayout and 30% post
payout net profit interest in this project.

In 1983, Canada Tungsten employed water monitors to
remove overburden at Dublin Gulch.
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Argus Gold, California

On January 1, 1981 Queenstake acquired an
option agreement on three properties covering
the Argus group of gold mines northeast of
Bakersfield, California. Over the next two years,
the Company conducted a program of archive
research, underground mine sampling and sur-
face geological mapping and sampling. A mini-
feasibility study was conducted by Harrison
Western Corporation, a major U.S. mine de-
velopment contractor.

The Argus Project lies in the Mohave desert pre-
cious metal belt. The major districts include Cerro,
Darwin, Ballarat, Panamint, Kelly-Yellow Aster,
Calico, Mohave and others. The Argus area lies
near the middle of this belt. The known
mineralized zones at the Argus cover an area
several times larger than in most of the other
districts.

Queenstake’s properties in the Argus district in-
clude six mines with previous production, five of
which had operating mills. There are numerous
mine workings and prospects with established
gold values and several small “"test”” mills. There
are seven major gold bearing structures on the
Argus properties and others are believed to be
present. The Argus district was in production,
mine development was being expanded, and the

Makela painting of the Ruth Mill site.

Aerial view of the Ruth Mine. The underground workings
have now been rehabilitated and sampled.

Gheorghe Badaluta placing ore car on temporary rails for
Paradise Placer testing program.

nel that will be exposed in these workings will be
sampled in detail over the next two months. Addi-
tional work is being carried out on adjacent
channels, and exploration is underway on the
balance of the 12 sections presently under option
by Queenstake.

Compensation Mine, Arizona

In 1980 through 1982, Queenstake explored the
Compensation Mine property near Duncan,
Arizona. A number of silica flux shipments were
made to the Phelps Dodge, Douglas Smelter,
during the period of high silver prices. In Feb-
ruary, 1984, Fischer Watt entered into an agree-
ment to acquire a 51% interest in the project.
Fischer Watt drilled 7 reverse circulation holes
and have reported that economic mineralization
was not encountered. Queenstake is now
evaluating all the exploration data to determine
what additional work may be warranted.

Jack Thorne Mine, California

This gold prospect, near Fresno, California has
been mapped and sampled in detail and has ex-
cellent exploration potential. We have now
purchased the property outright, eliminating all
royalties, and will commence a further explora-
tion program in 1984.

‘ Yukon 43"/9 .
’ Montana 3%

. Nevada 5%

Idaho 2%

@BcC. 3%

._,New..M‘exico 22%
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. Texas 1%

~ ® caifornia 4%




A 1984 drilling program is planned to test the
limits of this well mineralized structure and to
explore the numerous similar fissure veins within
the property, many containing former mine
workings. w
—o
2
Paradise Placer, California . : 0
In early 1984, Queenstake entered into a lease T j // Jo -
option agreement for the mineral rights covering : SV Ay Sl 7
12 square miles in Butte and Tehama Counties, WEAPONS o 5
California. °E°ZE g g RONA
2
X Et
2|
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Head frame and ore bins at the Quartz Hill property, painting s
by Don Makela. CHINALAKE 2
replacement bodies and fissure veins occurring in e |
Paleozoic carbonates. RIDGECREST LR
|
Queenstake’s 1983 program was designed to N ! <
test selected structures where significant silver : \ | o
mineralization had been encountered by Homes- /,\,.,ﬂ/'
take. Queenstake’s exploration program found e
similar mineralization between a 175 and 250 ! S e
foot depth in a nearly vertical east-west trending b : R
VA Drilling at the Arondo mine in 1983.

quartz fissure vein.

Drilling by Homestake in 1982 intersected a blind
structure in the northeastern portion of the claim
block. Assays showed 12 to 20 feet of 15 to 20
oz/ton silver.

OHIO-DIX CHANNEL-
LEASE AREA

1., Mile

A number of the sections are underlain by placer
and hardrock gold deposits that have been mined
in the past. The Company’s main efforts are being
concentrated on a buried gravel channel of Ter-
tiary age. This channel forms part of a much larger
network of channels that have been extensively
Drilling on silver veins at Quartz Hill. mined. Past production is reported to have aver-
aged from 0.10 oz. to 0.25 oz. gold per cubic yard.

The three Queenstake drill holes in this structure
along a 225 foot strike length averaged 14.38 oz. The rehabilitation of the John Dix tunnel and the
silver per ton over a true width of 8.8 feet. Willis tunnel are on schedule. The Ohio Dix chan-




central Ruth mill was rebuilt and expanded in
1941 just before the War Production Board Order
L 208 stopped all mining in the district. There has
been no significant production in the district since
the closure order.

The Argus Project evaluation has included work
programs by Queenstake and Anaconda Miner-
als Company and an intensive study by T.C. Page
for a Masters Thesis program at the University of
Nevada, Reno. The results of these programs and
recent data acquisitions have been very favoura-
ble and have significantly increased the economic
potential for the properties. In addition to in-
creasing the probability for locating ore zones the
recent work has defined the apparent ore con-
trols for this area, and the same controls appear to
be common to the other mining districts in the
Mohave area. This recognition of ore controls will
have a major effect in determining future drill
targets at the Argus project.

This recent work which included test drilling by
Anaconda resulted in the delineation of five major
drill targets and several lesser targets. Mine re-
habilitation has opened up the Ruth Mine lower
levels for a mapping and sampling program.
Anaconda declined to make the March, 1984
option payment and accordingly returned the
Argus property to Queenstake, including all
property acquired during the term of Anaconda’s
option.

Queenstake is presently conducting the mapping
and sampling program on the Ruth Mine to define
drill targets in the mine area. Depending on explo-
ration results Queenstake may continue this pro-
gram itself or seek joint venture participation.

Gold King-Imperial, New Mexico

During 1982, a program of underground de-
velopment was continued on the Jim Crow vein
with the reclamation of all of the Jim Crow
workings. After the waste rock and old timber
had been removed from the shaft and the mine
pumped dry, a program of extensive under-
ground sampling and assaying was conducted.
This sampling verified that the remaining, un-
mined rock surrounding the main ore shoot
grades an average of 7 oz. of silver and 0.2 oz. of
gold per ton. Sufficient reserves were indicated
above the developed levels to start silica flux pro-

Setting rock bolts underground at the Gold King-Imperial
Mine.

duction and a silica flux contract was signed in
late 1983 with Phelps Dodge Corporation,
Morenci Smelter Division.

Recent geological analysis indicates that the Gold
King-Imperial vein system is in the upper levels of
an epithermal system and that the vein may pro-
duce higher grade and wider structures at depth.
Sulphide nodules contained in the vein breccias
are of very high grade (several hundred ounces of
silver and several ounces of gold per ton). There is
support for a theory that these nodules have been
carried upward in the system by the boiling fluids
and are indicative of a possible high grade
bonanza zone at greater depth.

In March, 1984, Queenstake entered into an ag-

’

Hoist and surface facilities for the Imperial incline shaft.

Mt. Tobin, Nevada

In August, 1983, Queenstake acquired an option
to earn a 100% interest in the Mt. Tobin property
located near Winnemucca, Nevada (158 un-
patented claims) by funding a phased exploration
program.

Queenstake’s late 1983 exploration work has de-
lineated four areas of distinctly anomalous pre-
cious metal and trace element concentrations.
Results of work done on two of the four anomal-
ous areas are particularly encouraging:

1) South Structure — a north-trending hyd-
rothermally altered zone with coincident
anomalous values of mercury, arsenic, anti-
mony and gold and the existence of old work-
ings in which stoping occurred suggests that
this structure is a high-level indication of pre-
cious metal mineralization.

2) North Structure — geochemical sampling ac-
ross a mineralized zone has outlined a coinci-
dent lead-zinc-silver anomaly ranging in width
from 100 to 450 feet over a possible strike

length of as much as 3000 feet. The mode of
occurrence and the type of alteration and
mineralization suggest a volcanogenic origin.

Recommendations include more detailed surface
and underground work on the South Structure,
fill-in sampling plus detailed mapping on the
North Structure and evaluation of the other two
anomalous areas as well as ongoing exploration
of the balance of the property.

John Hiner, Project Manager, staking claims at Mt. Tobin.

On February 24, 1984,Queenstake entered into
an option agreement with FRM Minerals (First
Mississippi Corporation) under which FRM
Minerals can earn 51% of Queenstake’s interest
in the Mt. Tobin property by spending $310,000
U.S.in a phased program of property exploration.

Quartz Hill, Montana

In June 1983, Queenstake acquired an option to
earn a 60% interest in the 278 patented and
unpatented Quartz Hill Claims (approximately
4500 acres) from the Homestake Mining Com-
pany (““Homestake’’) by spending $75,000 for
exploration during 1983, continuing the explora-
tion program at an annual rate of $100,000 and
delivering a production feasibility report to
Homestake on or before June, 1990. The Quartz
Hill property is 23 miles southwest of Butte, Mon-
tana.

The Quartz Hill district was discovered in the late
1800’s and has produced over 1 million ounces of
silver and 1,000 ounces of gold from high-grade




The 1983 surface geological mapping, trenching
and geochemical program has outlined 14 gold
exploration targets. Four of these are high priority
targets.

One of these exploration targets, the Big Crop-
pings vein zone has been intersected in two drill
holes across the normal Chichagof mining width
of 4 feet and grading 0.40 oz. gold per ton. On
surface this zone has been traced for 500 feet,
averages 8 feet thick and grades 0.21 oz. gold per
ton. These grades and widths suggest these vein
segments indicate the lower grade margins of a
typical high grade Chichagof ore shoot. Addi-
tional surface and underground drilling is planned
in mid 1984 to continue the exploration of this
shoot.

A two phase exploration program including
20,000 feet of diamond drilling, underground de-
velopment and metallurgical testing is proposed
with the objective of establishing sufficient re-
serves to warrant a production feasibility study.

e S e 22

John Ruckmick and John B. Hite manage the Chichagof
exploration program.
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Old Mill

reement with Anaconda Minerals Company
whereby Anaconda can acquire a 51% interest in
the property by making $3 million of exploration
and development expenditures on the property
over the next three years. Queenstake retains
advance recovery of its present investment from
future production proceeds plus a 49% par-
ticipating interest in the property after Anaconda
has fulfilled its option requirements.

Idaho Gold Prospect, Idaho

Queenstake and Western Resources, Inc. (an
Idaho company) have acquired 5000 acres of
mineral claims in the Neal Mine District east of
Boise, Idaho. This is a relatively small precious
metal district that saw very high grade gold pro-
duction from the Neal Mine at the turn of the
century. Numerous gold prospects are located
along a 10 mile structurally controlled belt. The
Queenstake Western Joint Venture has now ac-
quired various located claim blocks and fee land.
Land acquisition and geologica! investigation will
be continued in the most favourable gold
mineralized target areas in 1984.

Mt. Hamilton, Nevada

By an agreement dated July 5, 1983, Queenstake
has acquired an option to earn a 50% working
interest in a Nevada gold and silver prospect
owned by Phillips Petroleum Company (Minerals
Group) of Denver, Colorado.

Clancy Wendt, Project Development Manager, inspecting an
old adit on Mt. Hamilton.

Queenstake must file assessment work, under-
take certain work commitments and complete
$200,000 (U.S.) of mineral exploration work by
June, 1986 to exercise this option.

The Mt. Hamilton project occurs within the White
Pine Mining district that was discovered in the
1860’s. Over 20 to 25 years of production the
district produced in excess of 20 million ounces of
silver. By 1888 work had all but ceased with only
sporadic exploration and production. As the price
of silver began to increase, interest in the district
was renewed.

In the immediate Mt. Hamilton prospect area,
only shallow workings are present which pro-
duced minor quantities of silver, tungsten and
copper as the principle metals. The areas around
the Seligman and Monte Cristo stocks had been
originally examined for their porphyry copper
potential. Drilling has indicated three separate
zones of molybdenum, gold and copper minerali-
zation associated with the Monte Cristo stock.
Between 1970 and 1982 Phillips Petroleum dril-
led 63 holes with a total footage of 127,000 feet
exploring skarn-hosted tungsten-molybdenum
mineralization.

B i A S - ‘ T

Makela painting of old mill at Mt. Hamilton.

During 1983 Queenstake drilled 2 exploratory
holes and carried out a surface program of
geological mapping and geochemical sampling.
This recent work has indicated that the area has
good potential for sediment hosted, epithermal
disseminated gold deposits, similar to the Carlin-
Alligator Ridge type deposit. A ten hole drill pro-
gram has been recommended to evaluate these
targets in 1984.



Chichagof Gold Mine, Alaska

Queenstake has a joint venture for the explora-
tion and development of the Chichagof Mine in
southeastern Alaska. During the early 1900°s this
mine produced approximately 600,000 tons of
very high grade ore grading an average of 1.2
ounces of gold per ton.

The 1983 exploration program included a first
phase of rehabilitation and sampling of under-
ground workings, surface vein sampling, rock
geochemical studies and analysis of waste dumps
and vibra-drilling of the stamp mill tailings. A
diamond drilling program was carried out on the
property in late 1983.

The drill results of the tailings indicate reserves of
430,000 tons. Limited sampling in 1983 indicated
a grade of 0.085 oz. of gold per ton while previ-
ous, more extensive sampling done in 1980 and
1981 by the U.S. Bureau of Mines and indepen-
dent consulting geologists indicates a minimum
grade of 0.10 oz.gold per ton.

1. Looking southwest along Klag Bay with the Chichagof

mill site in the foreground.

2. Bruce Rittel, Mine Technologist, surveying Chichagof

baseline.

3. John C. Hite and Bruce Rittel sampling the stamp mill
tailings with a raft mounted vibrasonic drill.

4. Gordon Gutrath sampling underground in the Chichagof
workings.

5. Sampling the Sitka structure.

6. The Chichagof mine and mill in 1938, then a town of 300
miners and families.

PLAN VIEW SHOWING PROPERTY AND
THE EXTENSIVE VEIN STRUCTURES

5\“;1?“‘1- :

reT LU




‘_MMAY}FLO\X/ER HOTEL

OVERLOOKING BEAUTIFUL LIBRARY PARK

535 SOUTH GRAND AVENUE
LOS ANGELES - CALIFORNIA

Yonch b

‘““SEE AMERICA FIRST”




OTEL

OVERLOOKING BEA UTIFUL LIBRARY PARK

535 SOUTH GRAND AVENUE
LOS ANGELES - CALIFORNIA

"rLa-»-A-KwL—‘ Y e’ q.,__. PSR O R
- Lﬁ—, Vg R e

te A TR iy ‘“ﬁ) e
by e W Wy (Ledanle
R o 9 Abasa s

M,%WP&ML

‘J.H:g‘ dh LUMG: M ¢ ‘d-LMM 3

‘““SEE AMERICA FIRST”




uMAYFLOWER HOTEL

OVERLOOKING BEAUTIFUL LIBRARY PARK

535 SOUTH GRAND AVENUE
LOS ANGELES - CALIFORNIA

‘““SEE AMERICA FIRST”




HMAYFLOWER HOTEL

OVERLOOKING BEAUTIFUL LIBRARY PARK

535 SOUTH GRAND AVENUE
LOS ANGELES -+ CALIFORNIA

i e Ao e

% a4 (A & o e So— ,

T I i N —

‘““SEE AMERICA FIRST”




COPY

2669 Le Conte Avenue
Berkeley, Californi
April 9, 1936 -

Dr. L. D. Ricketts
Pacific Southwest Bldg.
~ Pasadena, California

Dear Dr@ Ricketts:

I visited the No®kh Star Mine seventy miles north-
east of Yuma, April 4th-7th, and examined the various surfaces
and underground workings with Mr, Mulchey, who is engaged in
detailed geologic mapping and sampling of the mine. Pro¥idin
Mulchay's samples of accessible exposures generally check the
values reported on the old mine maps and records, the property
should supply ore for a profitable small (50~100 ton per day)
milling operation. :

The mineralized zone is localized along a steep dip-

g;ng‘aantaot between fine grained roeks, probably part of the

ecambrian schist series, on thqrfnotwalg, and Tertiary vole
caniec rocks, chiefly andesite porphyry and agglomerates, on
the hanging wall, These rocks are steeply tilted so that the
contact and the bedded voleanics at the surface sirike ap-
proximately east-west and dip 60-70° norths A band of fine
grained rhyolite, probably intrusive, is parallel and 1n.¥art
coincident with the contaet zone. Other irregular rhyolite
areas were observed at the surface immediately north of the .
mine workings. The contact between schists and the volcanic
rocks is characterized by intense brecciation with fregments
of andesite, agglomerates, rhyolite and schist. Mineraliza-
“tion, eom;ris ral-.stages. of . quartz

ing silicificasion and severa :
with minor amounts of calcite and fluorite, is definitely con-
fined to short irregular shoots within the breccia zone. :
These shoots vary from a few feet to twenty five feet wide and
one hundred to two hundred feet long. Strong parallel eclay
gouges often define the limit of the mineralization and indi=-
cate later recurrent movement and strike faulting dlong the
mineralized zone, ' N

, The Main North Star ore body is reported to have
produced over one million dollars in gold. Judging from the
size of the teiling pile and the underground stopes, it is evi-
‘dent that this important production must have come from a very




1imited tonnage, probably between 30000 and 40000 t
These figures indicate a recoverable grade of “@0 to $35.00
per ton. A, B, Rogers, menager during the operation, states
that with costs of £11.00 per ton no low grade ore was run
through the mill. The stoped area is not continmnous but is
geparated by short irregular pillars that were evidently
lower grades Moreover, extending west of No. 1 Stope, there
18 a strong unstoped lateral extension of the vein, partly
developed by erosscuts and drifts on the 200 level. Tos 1
Stope is 80 feet long at the 200 level, and below this section
there is no stoping, thus indicating a possible block of ore
below the level., The main stope, called No. 3 Stope on the
mine maps, has been carried to the 500 level. Below No, 3 :
Stope there is a small eamount of development to the 800 .evel,
but sinee the present water level ie a few fect below the 300
level, there is mo information on what happens to the ore
shoot with depth. The presumption is that it bottoms, althaugh
obvious lack of developmemt on the deep levels, which, Judging
from material on the dumps, was done in the sehist rocks of
the footwall, may not be entirely econclusive, At any rate, as~
suning the ore shoot does bottom at 500 feet there still re-
,;An pillars and unstoped extensions beyond %ha 0ld stopes.
viously the high grade core of the ore body has been mined
out, but sampling may show sufficient wvalues in the pillars
and unstoped extensions to roviao a tonnage equal to that al-
ready mined, ‘say 30000 to 40000 tana* : e

Th; other two passlbilities af vmnnugO»uri 1n tha
Jail Tunnel ore shoot several hundred feet west of the main
ore body and the No., 6 shaft shoot east of the nain ore body.

' The Jail ore shoot shows mineralizatiom for a length
of 100 feet over & maximum width of 26 feet at surface., The %
downward extension has been partly developed at the 200 level
where the aversge width is not over six feet, No ore has been
stoped from this shoot, although company records show values
from 025 to 0.60 ounces per ton with oceasional very high

grade assays at surface and in the Jail Tunnulq

!! 6 shaft ore shoot is 200 feet long as developed
on the 200 level. Here the present owners claim asseys from
04285 to 0,50 ounces per ton., This sikoot has been drifted on
. the 300 level. In the bottom workings, the mineralization is
~entirely in the schist, and does not appear to be as strong or
continuous as on the level above,  The fact that the fractur-
ing and mineralization is entirely in the schist at the sae
level may be the reason for tho unravorable nhange.



~ Assuming an extension to 250 feet below surface for
No. 6 shoot and to 500 feet below surface for the Jail shoot
a poseible 60,000 tons may be developed in these two sections.

All the indicated ore shoots are short and this lim-
ited lateral extent together with the presemt very incomplete
evidence that the ore deposits may bottom at shallow depths

~are indications that no very large tonnage will be developed
In the North Star mine. However, the high grade character or
the mined ore body, its substantial width, the possibility of
extensions, together with the showings in the Jail Tunnel and
No. @ ahari areas Justify the hope that the mine eould develop
80,000 to 150,000 tons of fair grade gold ore. Besides these

underground possibilities several mine dumps and a large pile
of mill tailings said to average $4.00 per ton at $35.00 gold
price, may furnish additional reserves. Bo valuation can be

pleced on these possibilities untii the mine is properly sam-
pled, ' The old assay records are aumerous bu: are poorly com-
piled, sample widths are usually omitted, there is the sus-
- fiplqn“tﬁa%;manyxaamples may have been niakea and therli ussay-
. ing may have been poor. We do know the mine produced only
very high grade ore and iv &s general.iy stated that material
below 0.6 ounces per ton was considered waste. Fortunately
the- upper workings are all accessible, and thorough sampling
of the likely looking faces will provide a basis for deciding
whether or not the grade of the indicated tonnage is high
: eg@ggh to Justify further development and installation of a;
mill. S ' » : : :

Yours very wuly,
(s4) v, D. Perry,

" Y. D, Perry

Coples to







NORTH STAR HINE
YUMA COUNTY, ARIZONA
ABESAYS OF BaMPLES TAKES APRIL 1 - 10, 1036

Surface

#4 Shaft

#6 thaft 2nd bevel

Jail Tunanel

width
In Feel gilver

8.0
Seb
2.0
5.0
2.0
1.7
1«5

£.0

.8
G

540 -

S.8

4.0
5.0
5.0
5.0
8.0
2.5
1.5
4.0
245
5.0
4.0
1.5
5.0
Sl
2.5

S5
4.0
S5
4.0
2.0
4.0

5.0

4.0
4.0

i.6

R
0.7
1.5

S8
1.9
£.0

Ounces per Ton

0.2
0.2
Tr.
0.3
0l
0.5
1.5
Tr,

Ir.
O.d
Tr.
0.1

Q.1
0.8
Q.8
0.8
0.8
Ja1
9.1
0.4
0.5
0.2
Jed
U.2
Q.1
0.1

De2
Q.1
0.2
(5 7% 3
Celd
0.8
0.1
Tr.
Q.8
0.2
.1
0.1
0.8

0.1
0.1
Ire

bold

0.87
0.16
0.10
0.08
0.20
1.41
5.80
0.08

0.08
0.10
0.086
0.01

0.05
J.04
Q.02

0,08

008
0.01
0,08
0.01
1.14
0.11
0.07
0.08
0.07
0.07
0.07

Q.19
.08
0.08
0.07
J.09
3,08
J08
0.08
J.04
0.07
$.08
0.08
0.50
D78
0.06
0,08
.04



Sample ¥idth Quneces per Ton
No. catio In Feet 1lver Gold
45. Surface 0.9 0.8 1.58
49, U2 0.7 1.64
47. Jed , S0 6.21
480 A 6a3 043 Qo“
50. 4.0 0.1 0,01
51s : 0.7 Q.1 0.08
52. 1.8 B8 4.87
85 1.6 0.1 .84
54. S8 Osd Q.24
56. 5.5 Ol 0,086
56. . T0 Ou Q.08
B7» v - & 1% 3 0.18
58, 1D Jad 0.08
59, ‘ J.4 0.1 0.01
80. 1.0 s 1P 0.08
ela 0.8 2 GOl °u14
82. Bhaft £ in old stope . :
' Small pillar S.0 8.4 6.60
63, - 2.5 s P s D ¥ .3
64. ; 5.0 0.1 0.42
85. 65 Tunnel U.9 9‘5 .L.E?
- 88.. 5.0 ¢ ¥ 0«89
67. ; 0.9 O+l 0.08
88. 1.1 0.1 0.01
69. 3.5 0.1 0.08
70. 8.5 D8 0.58
Ti A 4.0 0.2 0.17
T2+ . Dump samples 0.1 0.09
1l4. » , 0.9 0.18
115. : : 0.8 0.81
116, 0.8 Q.82
117. 0.1 0.11
TS 2nd Level Main Drift Beb Q2 45
T4. i.1 Qe re
75. 3.5 Ded 0.38
786. S0 D1 0.08
77« S.8 T 0.07
78. - 3.8 0.2 0.£6
79, : 5.0 0.1 0.08
wy .g 005 00&
8l1. &7 T, 0.04
83. 4.5 0.2 0.36
191. - 4.6 0.8 .11
8E. £.0 U1 0.08

84. 6.0 G.1 © 0404




Banple ¥idth Ounces per Ton
Hos Location In Feet Silver  Gold
108, 2nd Level Hain Drift 2.8 0.1 0.08
108. 5.8 0.8 0.04
104, 5.5 0.2 0.01
105. 4.0 0.2 0.08
1086. 3.0 Ire 0.04
107. 5.0 0.3 0.08
108. ; Sed 0.8 0.08
109, 7.5 Oud 0.08
110 G0 0.1 0.08
11ii. 90 Level 4.0 0.1 0,028
1ig. 4.0 0.1 0.01
113. 5.0 0.1 0.08
1i8. 50 Level S5 0.1 0,01
118. Grab Tr. 0.02
128 In Ralse below End

Level 1.5 0.8 2.09

124. srd Level 4.0 0.5 0.82




REPORT oN
PRELYI=INARY BEXAMINATION
orF
HORTH STaR MINE
YUEA OoUSTY, ARTEONA.

FOR
HEST COAST SYEDICATR




FPRELISIHARY @mﬁ
& HORTH STAR EINE
TUA CcOURTY, ARIZONA.

IBTRODUCTIONR,

Reports of high grede goid ores at the old
Horth Star Fine were made to Dy, L Dy Bicketis by the owners
of the property, and at his reguest a preliminary eXasination
was completed from ipril 1 to 10, 1936, inclusive. This pre-
lininery examination had for its purpose the detarmizetion
of the advissbility of obteining a formal option upon the
property by the west Comst Synmiicate.
exanination was planned to check high grade ssmples yeported
of the Cenanea Cocmsclidated Copper Company, visited the
property April € to 7, and swmarized his views of the gen~
eral geology in a letter addressed to Drs Ricketts.

lre 4e . Hogers, manager of the property ia
1908 wes present on various days during the exenination.

¥ining Distriot, Yums County, Arisons, in the southern part
of the Kofe Mountains. The proporty fs about 25 miles by




fair road from the Yuma-Juartsite state highwey which is
graveled end well maintained, Yama to the south is 80 miles
distant from the mine, and martzite is 53 miles to the north.
The neavest sedessidle rail comneotion i= at Blaisdell, a
station on the main line of the Southern Pacifie Railroad,

There is no timber available in the vieinity.
%0 a depth of 1000 feot, and loosted sbout three miles south~
wost of the mine and 500 feet lower in slevation. Ho inform~
ation about the present sondition of this well euvuld be ob=
tained; a two inch pipo-line from the well to the mine is
still in place, end appears $o bde in fair condition.

HISTORY AND PRODUCTION,

mammm.maw.xumw
Mr, Polix Nayhew of Yama, Arizona, snd was seld in 1907 16 the
Golden Star Mines Corpany for a reported price of $350,000,
Ammmwmxmaammammmm
end mill were shut down in iugust, 1911, Sinee that tima the
owners have kept a watchman at the property and no eguipment
has becn done on the propsrty from year to yosr ae assessment
work on unphtented claimse

Daring the operation fzom 25,000 to 35,000 tons
were milled., The recovered walue of gold and silver 1s estin-
ated as more tham $1,100,000 by the Arizona Buresu of Mines,




and as spproximetely $2,000,000 by the owners. Either figare
indicates that the ore milled was very high grade,

- ¥rs Ae B, Rogers estimsted that costs during
his period at the property were sbout $11.00 per ton, and that
no ore under 0,60 ouncea gold per ton was uined.

The Kofa Distriet includes one other notable
producer of gold ores known as the King of Avizons mines
This property is losated %o miles south of the Nowth Staw,
end s reported to have produced §3,500,006 between 1897 end
1910, Approximately ome »illion toms %8 said o have bdeen

GEHRRAL GREOLOGY,

Ore deponits at the Horth Star iine have beoen
found slong a steep dipping contaet of voloanic rooks with a
metamoyphosed sedimentary series of probeble pre-lembrisn ages
This conteot zone strikes epproximately oust and west, end
dips 60 — 90° to the north, It 1is characterized by intense
breceiation of the metemorphused sedimenis which form the
struoture, and underground often contain considersble dissenm~
inated pyrite. The wvoloanic vooks are gomposed of andesites,
fine cgglomsrzates o2 Mydiites which sre Siited steeply and
are about parallel to the contaot at the surfece. 4 duflf
eolored dense rhyolite found along the contaet zome on the

surface and the 2 level may be intrusive rather than a part
of the volcanic series.




nartz minerelization of several ages has

These shoots die cut rapidly on strike, snd ar¥e chermeteristioslly
weaker where they are completely within the footwall ruoks.
The mineranlization within the shoots is composed of quarts
cementing silioiffed broeciated volosnics and footwali series
rooks, caloite, littls flourite, mangenese oxide snd iron ox-
fde and little pyrites The procious =etal content is largely
gold with iittle silvar, snd the high grade ore generslly ocours
erratically through sthe guartz minerslization without evident
styuctural scatrel. In a footunll striager ozst of 2 Shaft,
however, gold is definitaly sseceiated with 2 one inch sesn
of iron oxide.
These olays form the bauging wmil side of the ninerclized
shoota in the wostern part of the »ine, Wt sre well in the
footwall of the minerslization in the ¢ Jhelt area to the
eagl.

Three main sreas of ninerslization have Geen
developed, Nineralization in the ¥ain oreshoots around 1
and 2 Shafts, and in the Jail Tunnel shoot to the west, con-
around & Shaft where caleite and manganese oxide are assco—
igted with the quarts.

Dumps axound 2 Shaft indicate that the last
development work done from thet shafs$, presumably on the
lower levels, was done in footwall series rocks. Water at
present stands at about 15 feet below the 3 level, and there



is no informmtion awvailadble es to the geologic conditions

DEVELOPEENT AND SANPLING,
Development work at the Horth Star above the

present weter lovel is shown on the maps and seotions which
adcompany this report. Deseription of work deme bdelow the
water level is teken from maps supplied by the ownerse

' is shown on the leng seetion of the main ore-
shoots stoping operations sround 1 end 2 Shafts were carried
on ia four stopes. #1 Stope immediately emst of 1 Shaft
has not been worked below the 2 level. Ssmpling on this
level indicates that for e length of 70 feet, and a width
of S0 feet, the vein will average 0.34 ounoces gold per ton.
The projection of this shoot below the 2 level has been poorly
prospeeted on the 3, 4 and 6 levels. lic information relative
to this development iz awvailable, Wt from semples taken on
the 3 level and the statements as to oporating costs nade by
forvey conditons. If 1t i1s assumed that this ore will contime
from the & to the § level, spproximately 6000 tons could be ex-
pected, From the back of #1 Stope to the surface a small blosk
of good grade ove is indicated by mrface sampling; sbout 300
tons could be mined from this dlooks 4 small pilller st the
east end of 1 Stope should produce sbous 200 tons of 0,34 oz
gold ore between the & level and the 90 foot levels




#2 ona #3 Stopes cre immediately west and cast
ef 2 Shaft respectively. Ore has been mined from these stopes
to the 5 level, and a small stope 50 feet long and 20 feet high
was opened on the projection of this ore on the 7 level, 4
winze to the 8 level was driven on the further downward project=
zue:m-m,mlamsamsa:amsaammmm
8 level from the bottom of the winme. OSecattored unloosted
asgays of sanples from the 8 level shown by the owners indloate
that some 0,50 03, gold o¥e was found on thet levels 4 verbald
conmunication to kv, Perry by Mre . B. Fhillips who worked
on the & level staeted thet such ors was found but that 1t was
toc low grede at the $ime it was developed. Frojection of this
oreshoot from the 5 level to the 8 lovel would indicate some
10,000 tons in the present development asswsing s width of

‘Sampling along the back of /2 snd #3 Stopes
showed that about 300 tons of plus 0.40 om. gold ove could be
mined above these stopes to the surfuoe. Sampling on the 66 tunnéd
level =t the west end of #2 Stope indiceted that adout 300
tons oould be mined in that loontion. Irreguler banging well
parta of the vein unstoped from the surfsce to sdove the 2 level
in 72 end #3 Stopes should produce several hundred tons of
fair grede ove.

4 large blook of unstoped ground hes becn 1-P$
between # 1 end § 2 Stopese 4 small stope, kmown as "s" Stope

»

was started in this block from the 2 level ,;, footwall




nineralization. This stope was carried irregularly to

50 feet anbove the level, and approxinstely 1000 tons were ex~
tracted. "hile no definite tonnage oan be ealoulated in this
bloek of ground adove "aA" Stope, & considerable tonnage might
be developed. Below the "i" Stope scome high grade ore is exposed
in en inoline ruise from the 5 level. About 20 feet below the 2
level in this reise bunchy querts minerslization showed 2.09 ozs.
gvid per ton serves a width of 1.5 feet,

; The res.lis of the preliminary smpling done
during the examfnation indicate from the above esieulations
that from 2500 o 3000 tons of 0.30 - 0440 og. goid oye oould
be mined from small bloeks mov developed in the main oveshoots
above the water lovel,

T™he Jail tunnel ninerclised zone outerops for
a length of 190 fe«t at the surface, and r-aches s width of
25 feet. This zone is partly prospected on the Jail tumnel
ievel, and upon the 2 leovel at 90 feet Delow She tusnel levele
Eineralization on the 3 lewel is from & to 10 feet in width;
samples did not show higher values then 0.08 oms. goid per ton
on this level in this arca.

Un the surface at the west end of the outerep
a out across the full widsh of the vein showed high grade orve
near the center of the nineralized widths 1.8 feet assayed
4+27 ozs. gold, =nd 5,4 feet next to this high grode anssayed
Cs24 ozs. gold per ton, Fifty feet ecast of this out 2 samil
trench showed high grede velues asposted upon the surfsce “@Pe




Assuming that this high grade orve will be contimunous between
these outs and extend few ten feet on either end beyond the ocuts
about 11 tons per vertical foot would be produecd from this shoot,
The width of this ore would be 2.0 fect and the grade should
average shout 3.00 oms. golde

Samples from the Jail tunnel did not show high
grede vaiunes; the best sample loeated direetly bdelow the
The Jail tunnel is s&about 30 feot below the surfece at this
poing, and the surfece high grede may be projected downward
to this area to Torm a triamgulay oredlogk with the base at the
surface and the epeX ot the tunnel lewvels 2bous 195 tons of high
grade ore would bde prodused from such s blooks

4 footwall stringer veln cast of 2 Shaft showed
seattered ﬂsi\ﬁe free qu assocciated with iron oxide, This
stringer can be $treced on the sarfese for 65 feet sest of 2 Shatt
end though the sssay returns 4id not show high grade values
it oan be mssumed frou visual inspestion that some high grede
ore oould be gouged from this stringer veim. Un the 60 level
& short erossout into the footwall at 35 feet east of 2 Shaft
exposed a narrow stringer which assayed 1,27 ozs. goid per tom
over a width of 0. feet. It is prodablie that thia stringer
is the dowmward projesction of the narrow vein exposed at the surfaee
55 feet above.




Hineralization in the & Shaft area is very
strong ¢n the surfece and ot the 2 levels 75 feet below the
2 level ot the 5 level the ninerelizetion iz neerly entirvely
within $the foctwall rooks, and is nouh weaker than on the level
above. The ownsrs reported thet considerable tonneges would
econtain from 0.25 - 0.50 ocza. gold per ton at the 2 level, omd
that the gold ocoured &s conrse rarticles essosiated with quarts.
Though all of the ssuples taken on the 2 level in this area
amounts, nanely l.dd end 0.79 Ofse gold per tone Of the seventeen
othor samples tckem the highest gusay was U.1l ozs. These
apravently erratie results arpear to mbstentiste the contention
the gold in this area is coarge and erraticelly distriduted,
To determine whether or not there is enough contained value
in this nateriel to foxw low grade gold oye it night be
necesgary %o sample the mincpuligation in lotas of sewersl tons
to scourately deternine its gold vontont, :

TATLINGS ARD DUNMPS,

The sailing pile from the old milling
operetion wes losally reported to contain 35,000 toms, and to
average about O.12 ozs, goid per tom. About helf of Shis
contsined gold wa: sald %o be in soluble form Leotuse there
was not thorough washing of the tailings in the filter preosses.

' The surface of the tailing pile is

extremely irvegular, and no acourste estimate of the tonnage




Sixteon seattered samples were taken from Sthe tailings st points
list of these samples is attached to this reports The samples
indioate a gold content of plus 0.12 ounses gold per Sone
available, and there is possibly more tham 30,000 Sonss

Dwsps fyom 1 and 2 Shafis ave %o @
large extent covered with waste rook, bdut samples fram
quarts minerlization near these shafts showed (.28 and
Oull oms gold per ton rescestivelys The tonunege of this
mmmmaupmummhm
but it is likely thet there are at least several hundred tons.
&bout 3000 toms could de obtained. surfece saupling of these
turps indicates a grade of about 0.18 cunses goids

Prelininary iovestigation of the Horth
Star Hine has shown smell tonnages of faiyr grade gold ore
to exist around the old stopes above the water lewels Smmpling
below the 71 Stope indicated shat this oveshoot may extend
below the 2 level to an unknowm depths Thers is some
reported ore below the water level on the projection of the
#8 Stope from theS to the 8 level.

A small high grade ore lense of goi:d
ore is present st the surface above the Jail Tunnel, tut




development on the Jedl tunnel level and on the 3 level
aprears to definitely linmit this oxe with depths 4 small
tonnage of high gredo orve nmay do gouged froma parrow
footwall volin cest of 2 fhaft,

The sampling done on the surface and arcund
the old oreshocts, and the geologle fentures observed in the
oreshoots ere localized within the mineralized zomes
withou$ particular structursl control.

If = mitabie treatzent process for the
tailings and dwpscan be worked out, a considerabdle
profit should be made Pron treatnent of this materisls This
profis oould be arplied toward the reopening of the
lower levels of the mins and further prospecting of the
strongly minePaiized areas.

Speculative posaibilitics at the North
Ster rest upon the Purther discovery of high grafe ure
within the strongly minerelised zones; upon the
downward projeetion of 73 Stope oreshoot below the 5 level;
and upon the downeard contimvence of ore below the 2 level
Trom /1 G%ope oreshoots

The presence of &n available reserve of
telilings and dumps® whioh may show a consideradbls profit
after treatnent sekes an operation to test these
speenlative possibilities at the Horth Star attractive.



Should seatiered reporte of ore below the U lewel in the
#3 Stope aren be confirmed when the mfine is unwatered a
succossful operetion would de assureds

It is therefore repomnended that a
mzepuwmmmmwxmummm
mine uamatered for ommplete exaninstions

Respectfully submitted,

@4..._4_,@_’%4.,4.7,.

Inspiration, Arizonm,
April 25, 1958,
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10088 1.0 %l 0, 08
88 &5 %1 O 14
87 T 5* 02 %i2
&8 &9 %8 26
89 7. 0° QW2 24
90 .o 82 5,18
21 5 B %2 %18
32 6,0 &2 617
93 3,00 % 3 012
34 Ol L% 5 §
95 2.5 L% 4 %10
98 1,5 U] 012
" 34 a2 ) 4
98 3.8 L% 3 0, 02
99 4,5 % 4 ™,

10100 X0 Ol 0,08







ey hope we will be able to be back at Inspiration by
2 -Saturday or Stmday. ' '

" ‘.mf CAVIE CONSOLNTED COPPER conpm}_ ‘; v

‘ CANANEA SONORA MEXICO

TR mem

Apv;1‘6, 19

'.Mr. P B. I. Honeyman

International Smglting GO*. =

: Miami., Arizona, 5
“'.ngear'Hr. Honeymnn:

| ‘eamplea froh Yuma to you tomorrow. Ona set of six aamplee will :
~be sent by exprass, and the rominder by 'rreight-. g e ;

| . 'The samples sent by expms are ﬁmber«! fm et
- 10095 to 10100 inelusive, and are tail.’mgs samplea rm an .' '

old cmidc mill, and a portiom of ‘the contained value 1s

| .supposed to be soluble. 'I'heae tailings are locally reparbed:*.i
to contain about 94.00 .’m gold at the cm’rent prioe.

; ; Several or the aamples whlch will arrivo
by freight are contained in two saclcs; therefora, samples w5
carrying the same numbers should ve combined for assay. . j" -

‘ I hope you will have Hawley get at these ‘
as soon as posvible. Ve will have a. number or additional

samples ‘for e.ssay when we: retum, and are anxious that

“we may havo the assay results without losing too muuh timo. ok

Vith best personal regards, o

Yonggasinoareiy;_fﬁ’ :

Wa are sending soveral hundmd pmmds or o o




rmz CINNEN CONSOLDATED COPPER ‘comm s

. CANANEA, SONORA. MEX!CO e

,'-Ym Gmmt? L.
55 anie

CbE e S
.. Cananes, Somma. mxieop ko
3 .'Doar Mr. Wee&: '

; “After your phane call to ne fran Canam M s
‘mek, Mr‘ 0'Brien received a wire from Dr. Ricketts last =
. Saturday raquosting me to meet him and Mr, A, B, Rogers . X
~ Yuma last ni t. I have Velaseo and a miner named: lhn,ﬁayne,,;,
{ . from Globe w and after some delay this morning bl
’ - drove out heru arri ‘late this afternoon.. My ’
SRt Ln I hat definita his plans so with Dr. Rieketta®
b i T proml we came oub. alone and Mr, Rogers will follow tonow-.,.
R an il o A riare & nimber of:people living at the old eamp
b ey ;tgaig%z frm:h a prospect called the er‘l:ettu a’bcat, twb nﬂm
PRI 80‘1 o :

SRy Dr. Riokem plans 0 Be. m“’”u on A;pl:il 50

and I balim will go to. Kingman to visit the - Ty _mg

. and thence to Boulder Dam. He plans to rveach K.’m ' :

Bl T 8, and if I am finished hem Mr, O'Brien has asked na :
Bigh -l_*bo plan to mcet Dr. Rioketts am} himaelf thm bn,} that d&te.

Sl i T have wir&d Pn'ry to ’olan tc ‘b‘ 4n Ymna on

(ot Friday evemng, April 3. Velasco will meet him there: and br L1

" him to the mine on Saturday. If weé are finished by the :
. following 'ruamay and Perry has am extras éay ‘he can spa;
) ‘I wﬂl aak him go o Ki.ngman with mt.

i e o o haw not head timc f;o 1bok artmnd a g‘reat“* e
: 5 ﬁeal but I bolieve weé can be ready to leéave by Tnonaag
7. meet them In Kingman as planned, However, should a I m‘.
© _ samples be necessary we may be here for a longer time,
s R CRogers had outlined his idea of the oreshoots which ha
Lt SN he has located we will have a bettor idea of thc ﬁze-
' ~ .;,.@1‘ tha sumpling Jeb. S _ e

G e ey ;aa o know that 'ir‘*
-abla to start ‘operations again in Canenea, and
oL yon socnq Wit;x best r&gards to yon amd m. uut

be 10 S0




