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ARCOD MORWAY MINERASILER &/

il

THE ROMBAKEMN GOLD-BASEMETAL PROJECT, MNORTH NORWAY

A Farticipation offer

Inteodictian:

The Rombaken gold-basemetal project is situated in Narvik
kammune, North-Norway, ses fig. 1. The distance from Narvik town
and port is around 15320 km, see fig. Z.

The mineralization is related to Froterozoic "greenstone beltg®
surrounded by gramnites of similar age belonging to the Rombaken—
Skiomen Frecambrian window, sese fig. 5. High background values
for basemetals, arsenic, silver and gold are known from these
belts, and a number of rich mineraliztions assaving 10-1% %
combined Fb-Zn with around 100 ppm Ag have been sncountered. Gold
is generally not associated with the highest basemetal values and
has at Varden East and Sildvikskaret been found to rach 1,54 and
231 ppm in bedrock samples. At Kjisrisvatn in the southernmost
part of the window, grabsamples of a gold-arsenic mineralization
has given up to 10-15 ppm Au. This locality, however, is cutside
the ARCO properties.

ARCO Norway Mineraler A/ is a subsidrary company of ARCO Norway
Inc. which in twn is wholy owned by the oil giant Atlantic
Riechfield Company of U.35.A.

The following presentation is made on behalf of ARCO Norway

Mineraler A5 (AROD) who is seesking a partner for the Rombaken
nraisct, on terms which is further speciftied below.

Fombhaken — Why and How:

During the period 198Z2-84 ARCO conducted an extensive mineral
exploration program in Norway: the Rombaken project being the
result of a reconnalssance program esarly 1983,

As a result of this reconnaissance, Rombaken was given highest
priority for & full scale exploration program to commence the
same year. The result from this program, see below, was sncourag-—
ing and the work was extended in 84, including airbormne geo-
physics and diamond drilling.

Farly 1983 The Atlantic Riechfizld Company closed down its mining
and mineral euploration activities world wide, allowing for no
Tfurther funding of the Rombaken project. ARDD, however, decided
to maintain ths mineral rights (Morwegian "mutinger") on its fwo



best properties, which was Grinder in Southeast Morway, and
Rombaken. The intention was ta find a partner (s) willing ta
continue funding of the exploration P ogr am.

Im 1987 the US based East West Minerals Inc. a subsidrary aof East
West Mineral N.L. of Sydney, signed an Exploration Agreement with
ARCO. During 1988 further work was carried out on the property
with Resources Exploration Morwavy A/5 (East West subsidrary) as
operatar and Geologiske Tienester (BT) as contractor. A continua-
tion of this program was due to start in June this year whern East
West suddenly terminated the agreement because of a heawy
commitment in Canada.

Howsver, half of the program for 1989 was going to be coversd by
a grant from the Norwegian Development Fund (DU based an the
1988 expenditure. Hence, exploration was continued on Rombaken
also this vear with Geologiske Tisnester as a contractor for
ARCH.

Land Status:

The mineral rights (Mutinger} on the Rombaken project has since
1983 been controled by ARCO. The number of mutinger (each

0,25 km®) has gradually been decreased from its maximum of 938 in
1984 to 200 last year and BO for 1989, Rased on last seasons work
application for another 10 has been lodged with Beragmestern i
Nordland distrikt, see fig. 2.

Frevious works

A number of old workings within the window demorstrate that the
different types of mineralization have heen known for a long
time. The area, however, has not been gernerally covered by
modern exploration prior to ARCD s progeram 1983-84, but has
been subject to general mapping and some more detailsd inves—
tigation by the The Geological Survey of Norway (NELD .,

NEUs  The more important work by MNEU is listed below, details are
found in ARCO Report no. 84-4670-19. Since this report was written
two NEU reports of particular relevance have been issued. These
are no. BH. 14687 and B4. 123,

- Geological map 1:250,000
— GBealogical maps L2100, 000

= Aeromag map 250,000 Fleown at  1500m altitude with

2000m  linespacing

= A number of reports from different localities



ARCD:  The work during 19875-84 was documented in & number of
reports which have been summarized in two ARCOD company reporis,
Mo, 84-46470-1%9 Ffor 1983 and Mo, B85-467-45, for 1984, The programmes
il ucdeds

- Geological mapping in scale 1:50,000, 1:20,000 and

1:5, 000

- Geochemical stream sediment sampling (300 samples),
gample density approx. 17Em®, and stream sediment heavy
fraction sampling (148 samples!)

-~  Rock sampling: Grid: 399 samples, athers: 342 samples,
~  Helicopter bhorme DIGHEM survey. BEDT lime kbm owith Z200m
linespacing.

=  Bround geophyasicsy GENIE EM and magnetics, 31 and 28
limekm respoctively.

= Trenching, blasting and sampling

- Diamond drilling 13 holes totaling 1732 m
Most of the work, including mapping 1:5.000 and drilling, was
confined to the western part the Haugfjiellet "greenstone belt”.

Fesouwces Exploration: The fieldwork in 1988 was a follow up of
the work on Haugfisllet in 1984 and mainly aimed at basemetal
targets. The work which is reported in GT report no. B89-24-01
included:

- Further geological mapping in scale 1:20.000 and 1:5.000,
- Infill ground geophvysics: VLF and magnetics.

= Rock sampling, totaling 100 samples.

-

- Dnamondrilling of 2 holes totaling 450 m.

DU-ARCD 1989: Since the original 1989 program was reduced it was
decided to consentrate upon two of the bhest gold anomalies from
previouwus efforts, Varden East and Hunddalen, see fig. 2. The
fallawing work, which is reported in GT report no. 89-28-01,
tncluded:

-~  Geological mapping in scale 135,000,
—~  Groundmagnetic survey,

= Chipsampling and detailed sampling by drilling and
Flasting of shallow  trenches, totaling 204 samples.



Beology and mineralization:

A simplified geoclogical map of the Rombaken - Skiomen Freambrian
window is shown in fig. 3. On this map the old mineral shows are
indicated as well as some caracteristics for the different
"gresnstone belts",

These units are assumed deposited on an Archean crust in an
intracratonic basin. Reactivation of Archean fractures entending
into the overlving package caused formation of second and
possibly third order basins with deposition of sedimenkary
breccias, fig. 4. These major fractures were probably acting as
channel —ways for both volcanics and mineralized fluids as well as
steering the main granitic intrusions which today constitute
mast of the window.

The age of the granitoids is around 17-1800 Ma. Metamorphilism vary
between green schist facies and lower amphibolite facies. The
metamorphism and deformation are probably related both to
Froterozoic and Caledonian events.

As shown on the maps fig. 2 and 3, the two property areas held by
ARCO, north and south of Rombaksbotn respectively, belong to two
differnt basins. Geologically the southern part with extensive
andesitic flows belongs to a proximal deposition while Haugfiel-
let with dominans of finegrained sedimets, tuffites and tuffs has
a more distal character. The difference between the two areas is
also supported by rock geochemistry and statistical treatment

aof the assay results, p. 7.

Mineralization: The most widespread and conspicious mineraliza-—
tion found within the supracrustals is rust due to pyrite ond
pyrrhotite. The ironsulphides constitute from less than 1 % of
fine dissemination to up to 25% as coarse dissemination, banding
and stringers. This mineralization which can be hundreds of
meters wide, and several km long, is mainly confined to the fine
grained sedimentary, and felsic volcanoclastic units.

Generally these units show high background values in basembal s,
silver and/or gold. The excistence of iron sulphides rarely
affects the general structuwe of the rocks, as bedding and/or
cleavage, but may be associated with vein guartz. The richer
zones and/or bands? of basemetalminerals, however, are invariably
Fich in:

quartz +/- chlorite +/- carbonate +/- snidote

obliterating plansar structures. Iron sulphides ars present, but
nat aboundant. Hence the Fb, In mineralization may be less rusty
than the host rock.

Below we will present some relevant details from the two property
areas, narth and south of Rombakshotn,



Haugfiellet-Varden East: Most of this area is shown in fig. 4
which demonstrates a number of lineaments, those with a northerly
extension being partly or wholy intruded by granitic dvkes.

THE WESTERM MOST FART, west of the first dvbke which extend M-
58E, has the majority of Dighem and geochemical anomal ies, and
has attracted most of the work. The 1752 m of diamonddrilling in
1984 was carried out right in the NW corner of the map, fig. 4,
revelaing extensive low grade mineralization as @

DDH 9 13 m 0,74% In 0,25% Fb
DDH 12 17 m 0,6 " "  0,12" " and 12 m 0,65% ZIn ©,26% Fb

A number of thin mineralized zones were sampled on the surfacs,
the best ore assaved:

2,18% Cu, 7,874 Pb, 192,4% ZIn, 420 ppm Ag and 1,3 ppm Au

Statistical rock sampling from this area and further to the
south, including the Varden formation, indicated the best
basemetal targets to be associated with the latter formation.

Hence, the follow up work in 88 was concentrated here, including
2 diamondrill holes in the northern part of Varden formatiar,
around F7000N. Drilling further south, including the brecciated
closure of a possible synform, could not be done due to lack of

Funds.

This drilling did not produce any better results than the
previous program, but a number of new thin, high grade mineral-
izations have been located within the Varden formation. These are
genarally around 0,5 m wide and associated with carbonate rich
beds and/or shears. Typical samples assay:

6,8% In, Z,3% Pb, 109 ppm Ag, O,1 ppm Au

o, 2n ¥ Z.pE 40 ppm "

The gold values in this part of Haugfiellet does not exceed 400
ppb. no particular patiern has been revealed. The slevated values
do not necocesarily follow the high basemetal values.

The gold potential for this part of Haugfjiellet is regarded as
limited, the potential for economic lead-zinc-silver is can—
siderable and warrant further drilling.

THE VARDEN EAST area, see fig. 4, also produced a number of
Dighem anomalies and stream sediment gold anomalies. A& limited
rock sampling progeam already in 1984 demonstrated a clear
difference in gold background betweern the two areas, sese Table 1.



Table 1.
Gold values from Westernmost part and Varden East,

AL mean Au FOYile
Westernmost part, grid (n=323): = oppb 1% ppb
Varden East, lines (n=57) : 210 45 v

Only & small number of samples were collected at Varden East
during 1988 program. All the same, the majority of samples
assaying > 30 ppb Au came from this area. The last summers
sampling program confirmed these results, see fig. 5, with
assay results up ho:

No. 890BZ47 2 m 1.24 ppm Au
" Z6F grahb 1.4 "

From a total of 79 2 kg samples collected

21 k= 50 ppb Au
e . 1 00 o L I
2 e 1000 " B

The anomalous gold generally has an inconsitent relation with
arsenic and basemetals, but show some association with elevated
lead and/or zinc.

The sampling was mainly dorne within a unit of graphite schist,
finegrained to cherty felsic rocks, with or without graphite,
quart-biotite schist and guartzites. Ironsulphides in varving
amounts occuwr throughout this unit which is part of an antiform
with a steep plunge towards NNE, see fig. 5.

There appear to be a spatial relationship betwesen this unit,
elevated gold, and the major N-5 shears as indicated by the
western granitic dyvke and the prominent shear zone around
12900 E.

Based on this model we believe there is a high potential for gold
for almost a km south of the present Varden East grid, fig. 5,
alzo supported by sample 229 chipped over a width of 15 m  and
assaying: Q.4 ppm Au

Seven new muting applications have been lodged to cover this
ground, see fig. 2.

Hunddalen—klubbvatnet-Fiellheimen area: This part south of
Rombaksbotn, fig.és, contains two mineralized environments:
1. The "greenstone belt" lithologies and 2. The mineralized

b



shear in granites at NE Sildvikvatn.

"THE GREENSTOME BELT": Like the westernmost part of Haugfjiellet
alzo these lithologies show a high freequency of Dighem and
stream sediment anomalies. Gold heavy fraction anomalies are
noticeable, particulary around Elubbvatn.

The andesitic velcanics which appear as magnetic highs are partly
borderd by Dighem anomalies. A similar magnetic-Dighem pattern
occur along the NW part of the Fjellheimen plateaw (undiffermn-—
tiated), but the magnetic high is here due to magnetite bhreccias
within a felsic unit, possibly meta dacites.

Basemetal mineralization is prominent in a number of workings E-
ME of Fijellheimen. The one in the middle, fig.&, has been
drilled by NGU showing:

Iy Em 7.0 In, 0,54 Pb, 1Zppm Ag
g ab Lg% M 2,4 ", 14" 0 O,1lppm Ay

Grab sample from the workings 1 km to the NW assaved:
IZ,0% Iny, 3,3% Fb, &8ppm Ag, O, lppm Au

A medium strength three points Dighem anomaly occur along strike
a further 4-800 m to the NW from the last working.

Further south, particualry from the Klubbvatn area grab samples
from scree and outcrop assav up to:

1,1% In, 8,1% Fb, 260ppm Ag, O,8ppm Au
11,'?” n E‘Jlll " 56 11 1m Gartey

A grabsample from a T m wide rusty unit at Blaisvatn assay:
L1, 1% Fb, YEppm Ag, 1,1lpom Au

Compared to Haugfiellet, the rich basemetal mineralization carry
higher gold values. An association gold-lead is indicated and
supported by the statistical correlation coefficient:

Elubbyw, Haugfiesll
Fb—fAu g T D 0,25

A proper follow up of this highly mineralized belt has not vet
been done and is believed warranted.

SILDVIEVATN: A guarry in the granite at the NE corner of
Sildvikvatn, Fig. &, has revealed shearing and quartz veining
about NMNW-SS5E with visible fluorspar, fuchsite, chlorite, pyrite,
galena and chalocopyrite. Two samples, from W of quarts vein
cantact, and the guartz: vein asssav:

-
4



1 m 0, 75ppm Au, - 0,38% Fb, 46ppm Ag, 12,7% Fe
(:)’ bll 1 " 8(? 1 H ) (:JIJ -I_ ’:7‘:,: l:l.l’ {:J'F ::" i 1" 5 4 1 11} 1] ’ :5’ 4“ 111

AN earlier reconnaissance sample from the same guartz vein, said

L

to represent < 2 m, assaved:
2,1 ppm Au

Earlier streamsediemnt sampling gave a 5 ppm anamaly 1 km to the
NW of this locality. A heavy fraction follow up sampling did not
confirm this anomaly. On the other hand, a heavy fraction anocmaly
of 4 ppm Au was then found 2 km to the SE along Sildvikvatnet.
Thires new muting applications have been lodged to cover this
mineralization. Further work is recommended om this locality in
particular, and on other gold anomalies within the aranites in
genaral.

Infrastructure:

Although rough topography in plases, particulary in the southern
part of the actual area, the maximum distance to road and/or
railway line is 7 km. Narvik kommune has recently been strongly
developed with regard to hydroelectric power and the town which
is only 153-20 km from the project area has all modern facilities,
including a harbouwr for shipment of the Kiruna iron ore, ailway
and airport.

Expenditure to date:

ARCO, 19B83~-84: Mlr. &.000,000,—
Resources Exploration Norway A/S, 1988: M. 1,200,000,
DU-ARCO, 1989: Mk . S0 000, =

Exploration agreement terms:

fny company who wants to earn an interest in the Rombaken
property is asked to negotiate an Exploration Agreemsnt with
ARCO Norway Mineraler A/8. ARCO wants a similar agreement as
they had with East West, implying that a new company will have to
spends:

Nkr. 4.750,000,—- to earn a S0% interest

Fart of the former agreement with Cost Contribution Table is
found in Appendix 1, and a complete copy can be studyied in our
aoffice.



Ferusal of technical data:

Any part seriously considering such an agreement will, after
signing a letter of confidentiality, have full access to all
maps and reports related to the project and on file in this
affice.

Gold in Norway and the Nordic countries:

A few comments on this subjiect was given in an earlier report on
the Grinder project, which we belive you have received.

Conclusion:

In spite of an attractive geological environment with & number of
krnown mineralization, basemetals at Haugfiellet and Sildwvik-
skaret, and gold at Fjisrisvatmet, this Frecambrian window has
bBeen highly neglected until the early 1980 ies.

Substantial work over a large area has since then focused in on
ground with a high basemetal potential as well as outlining gold

in bedrock, also in the northern part of the window.

We strongly recommend that these targets are further explored.

Bove Flood

Disc.3Z/Rombrap.22
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EXPIORATION AGREEMENT

Agreement made and entered into this day of ;
1987, by and between Resources Exploration Norway A/S "Rescurces
Exploratlon" and Arco Norway Mineraler A/S, "ARCO.

RECITALS

WHEREAS, ARCO is the sole owner of certain mining claims located
in Norway, commonly referred to as the Rombaken Claims, described
in Exhibit A attached hereto, (hereinafter referred to as <the
"Claims"); and

WHEREAS, Resources Exploration is an operating company interested
in minerals prospects and projects in Norway; and

WHEREAS, Resources Exploration desires to perform mineral
exploratlon activities on the Claims in order to assess the
merits of appllcatlon for lease renewals from the Norwegian
government and in order to earn an undivided interest in them;

NOW, THEREFORE, the parties enter intec this Agreement for the
purpose of exploring and assessing the viapility of working the
Cclaims and, if ultimately elected by the parties, as Joint
Venturers. Any election to proceed as Joint Venturers will be
governed by the terms and conditions as set forth in that certain
document entitled "Joint Venture Agreement", and attached hereto
as Exhibit B. This Exploration Agreement 1is subject to the
following terms and conditions:

PURPOSE OF THE AGREEMENT

The purpose of this Agreement shall be to facilitate Resources
Exploration's assessment of the ore deposits (lead, zinc, silver,
copper and gold, etc) at the Claims in order to make a
determination regarding renewal of the existing mining leases,
with the intention of commencing mining operations on the Clalms.
To the extent that ARCO elects to participate in the exploration
phase of this agreement, the. parties will execute and operate
under the Joint Venture Agreement (Exhibit B).



RESPONSIBILITIES/OBLIGATIONS OF ARCO

As 1its obligations and responsibilities pursuant to this
Agreement, ARCO shall:

1. Confirm through documentation acceptable to Resocurces
Exploration its ownership in, and rights and authority to assign,
the Claims.

2 Grant to Resources Exploraticon the right to entesr upon
the Claims to prospect and explore for lead, zinc, silver,
copper, gold and other metals/minerals.

3. Make available to Resources Exploration its prospecting
results on the Claims with the understanding that Resources
Exploration will hold the prospecting results and associated data
and information confidential and will not disclose the same
without securing the prior written approval of ARCO.

4. Transfer to Resources Exploration a proportionate share
of its rights to the Claims in amcunts which bear relationships
to the cost contributions and expenditures incurred by Resources
Exploration as recited below:

Cost Contribution Tablae

Resources Exploration Expenditure

in NKr (Millions) % Interest Earned
&IT5 BE0Z >
6.33 60%
Ts'92 70%
9.50 80%
11-.09 100%
5. In calculating costs to determine the cumulative

expenditures made by Resources Exploration Norway A/S, it shall
include the following:

a. all costs and expenses incurred in connection with
siting, permitting, drilling, surveying, logging
and reclaiming drill holes, drill sites and roads
and conducting other onsite exploration activities
on the Claim;

b. All charges for Resources Exploration Norway A/S
employees (including fringe benefits) for personnel
located onsite and in Norway, and all equipment and
transportation with respect to exploratory drilling
and related exploration operations conducted on
the Claims hereunder;
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c. All costs for employees (including fringe benefits)
and contractors for surveying, title investigation,
or title curative work relating to and for the
benefit of the Claims;

d. All direct costs and expenses for maintenance of
the properties in Norway:

e. The cumulative expenditures made by Resocurces
Exploration Norway A/S on the Claims shall not
include any overhead or other indirect charges
associated with Resources Exploraticn Norway A/S
parent corporation or other subsidiaries charged to
this operation;

£f. All costs for geologic mapping, geotechnical
surveys, all direct costs for sample shipment,
preparation and assaying, petrographic studies,
metallurgical studies, mine feasibility and
engineering studies as wundertaken by any of
Resources Exploration's contractors.

6. Upon the acquisition by Resources Exploration of a
minimum 50% interest in the Claims, ARCO may elect or not,
pursuant to the terms and conditions recited in the Joint Venture
Agreement to participate in Rescurces Exploration's continuing
exploration activity. If such an election 1is made, the
subsequent relationships between the parties will be governed by
that deccument and any subsequent amendments theresto.

7. Except in the case of a breach of this agreement by
Resources Exploration, ARCO warrants it will use its best efforts
to guarantee uninterrupted access to the Claims for Rescurces
Exploration's exploration purposes.

RESPONSIBILITIES/OBLIGATIONS OF RESOURCES EXPLORATION

As 1its obligations and responsibilities pursuant to this
Agreement, Resources Exploration shall:

8. Function as Operator for all exploration and develcpment
activity on the Claims. Resources Exploration shall be
designated as Operator and shall remain as Operator until it
resigns. In the event that Resources Exploration does not meet
the cumulative expenditure threshold set forth in Paragraph 10 in
the 1988 and 1989 exploration seasons shall be immediately
replaced by ARCO as Operator.

9. Assume all responsibilities in connection with operating
the Claims effective December 30, 1987.

10. Contribute the agreed upon minimum capital for the

prospecting activities deemed to be required to adequately assess
the desirability of renewing the Claims leases. BRuring-the.1388;
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