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SUMMARY

The Three Mile Spring prospect is located just north of Wells in Elko County,
Nevada. The area is a precious-metal, epithermal, hot spring target. Tertiary siltstones and
conglomerates are the predominant rocks in the area, and are generally silicified to some
degree. Several strongly silicified faults are present in the vicinity of Three Mile Spring,
with anomalous Au-As-Sb-Hg values.

Reconnaissance mapping and rock chip sampling in 1992 identified several areas
where anomalous gold values are present with associated anomalous arsenic and antimony.
The most prospective of these areas is along the silicified faults east and north of Three
Mile Spring, where the highest gold values occur. A TEM survey in 1994 to evaluate the
depth to basement in the basin to the west of the prospect did not reveal a drill target.
Drilling on the outcropping silicified structures to test for vertical zonation in the system
was recommended. '

Drilling in 1995 intersected the silicified structures, and encountered thick intercepts
of detectable gold (>250 ft in 2 drill holes) associated with the silicified rocks.
Unfortunately, suitable grades of gold mineralization were not intersected, with the high
gold value being 135 ppb over a 5 ft interval. Gold grades do increase slightly with depth,
so a deeper target may be present below the level of current drilling. The depth of such a
target could range from 500 ft to several thousand ft below the surface. No further work is
recommended for the Three Mile Spring prospect at this time.




INTRODUCTION

The Three Mile Spring prospect is a precious-metal, epithermal, hot spring-type
target hosted by Tertiary sedimentary rocks. The project area is located in Elko County,
Nevada, four miles north of the town of Wells (Figure 1). The property is located along the
western flank of the southern portion of the Snake Mountains.

Lexam's land position consists of alternating sections of fee minerals and 23
unpatented lode claims in T38N, R62E (Figure 2). Lexam controls a 75% interest in the
mineral rights in sections 9, 15, 17, 21, and 27, with Mobil controlling the other 25%.
Eighty-nine claims were staked by Lexam in 1990 in sections 16, 20, 22, and 28, but 66
were subsequently dropped in 1992. Surface ownership in the area varies from section to
section.

PREVIOUS INVESTIGATIONS

Work by Lexam on the Three Mile Spring prospect began in the late 1980s. In 1988
and 1989, 22 rock chip samples were collected by Lexam in the Three Mile Spring area
(Appendix A, Plate 2). These samples were analyzed for Au, Ag, As, Sb, and Hg. Weakly
anomalous gold values were discovered, with a high of 96 ppb gold.

In 1992, geologic mapping and rock chip sampling identified several areas of
anomalous Au-As-Sb-Hg associated with silicification of Tertiary sediments (Powell,
1993). These geochemical anomalies were strongest along silicified north- and northwest-
trending structures (Plates 1 & 3). Work in 1994 on the Three Mile Spring prospect
consisted of a time-domain electromagnetic (TEM) survey to evaluate the depth of alluvium
in the pediment area west of the range front (Powell, 1995). No suitable target was
identified in the basin, but a limited reverse circulation drill program to test the down-dip
extension of the major N-S structure was proposed.

GEOLOGY

The regional geology of the southern Snake Mountains and the local geology and
geochemistry of the Three Mile Spring prospect area are discussed in Powell (1993), and
will not be repeated here. The geology of the prospect area is shown on Plate 1, rock chip
sample locations are compiled on Plate 2, and gold in rock values are plotted on Plate 3.
Rock chip analyses and descriptions are tabulated in Appendices A, B, & C.
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1995 DRILL PROGRAM
Drill Procedures

A limited reverse circulation drill program was carried out at the Three Mile Spring
prospect in 1995. Approximately 1000 ft of access road and two drill pads were
constructed by Griswold Earthmoving using a D-7 dozer, for a cost of $600. Two angle
holes were drilled, for a total of 1000 ft. Hackworth Drilling of Elko, Nevada, was
contracted to carry out the drill program. Drilling began on July 11, 1995, and was
completed on July 13, 1995. The drill was an Ingersoll Rand TH-60, using a down hole
hammer. Direct drilling costs at Three Mile Spring were $7.08/ft. Both drill pads and
access roads were reclaimed and seeded in November, 1995, for a cost of $600.

The top of each hole was drilled dry, but warm water was encountered in both holes
at depth. Samples were collected for each 5 ft interval, and were split at the rig using a
Gilson splitter or a rotating hydraulic wet splitter. Samples were analyzed by Chemex
Labs, Inc., of Elko, Nevada. Each sample was analyzed for gold (30g FA-AAS) and a 32
element ICP-AES suite. Geochemical analyses are tabulated in Appendix D, and drill logs
are presented in Appendix E. Figures 3 & 4 are vertical sections for each drill hole.
Histograms of the drill hole geochemistry are presented on Plate 4.

Drill Targets

Both drill holes were designed to test the major N-S structure to the east of Three

Mile Spring. Minor gold values up to 55 ppb, with associated As and Sb, were found in
rock chip samples along the structure. The holes were designed to intersect the structure at
a depth of 200 to 300 ft below the surface, to determine if vertical zonation was present
along the structure. Both holes were angle holes drilled at -60° to the east (Plate 1), to a
depth of 500 ft each.

Drill Results

TM-95-1 encountered variably silicified conglomerate and sandstone from 0 to 260
ft. From 260 to 468 ft, strongly silicified siltstone, with local sandstone horizons, was
present. The top of this zone corresponds to the top of the fault zone (Figure 3). The
bottom of the fault zone is probably around 400 ft, where silicification begins to decrease.
From 468 to 500 ft, fine-grained sandstone with minor siltstone was intersected. Fine-
grained pyrite (generally <1%) is present almost continuously below 120 ft, with some
pyritic intervals present above 120 ft. '

Detectable gold values are scattered throughout TM-95-1, with continuous
detectable gold below 245 ft (Plate 4). The high gold value is 30 ppb at 310 ft. Elevated
silver values (0.8 to 1.4 ppm Ag) from 255 to 320 ft mark the upper part of the fault zone.
A zone of elevated As-Hg-T1-Moz+Sb occurs just below the elevated Ag, from 325 to 385 ft.
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No distinct geochemical change marks the various lithologic boundaries, probably due to
the degree of alteration (silicification) present throughout the hole.

TM-95-2 encountered less silicification than TM-95-1, but similar lithologies.
From 0 to 232 ft, weakly silicified conglomerates were intersected. From 232 to 240 ft, a
clay fault gouge layer was encountered. Moderately to strongly silicified siltstones and
sandstones were present from 240 to 350 ft. Below 350 ft, weakly silicified siltstones and
fine-grained sandstones were present. Rocks above the clay gouge were oxidized, with
minor pyrite present below the clay. The zone of strong silicification from 240 to 350 ft
marks the main fault zone (Figure 4).

No detectable gold is present in the upper 245 ft of TM-95-2, except for one sample
in the surface alluvium, while continuous detectable gold values are present below 245 ft.
The high gold value is 135 ppb at 265 ft. The gold values in TM-95-2 are significantly
higher than those in TM-95-1, with assays generally 2 to 4 times greater in TM-95-2.
Elevated silver values mark the fault zone, along with anomalous Mo and W. The fault
zone is geochemically distinct from the units above and below it, and there is also a
geochemical change between the conglomerates above the fault zone and the siltstones
below (Plate 4).

Both holes encountered similar rocks, and intersected the silicified structure at
similar levels, as expected. Silicification is pervasive throughout TM-95-1, while it is
generally weak in TM-95-2 except in the fault zone itself. Gold values, on the other hand,
are greater in TM-95-2, suggesting an increase in gold mineralization to the north. Also,
fluid flow in the vicinity of TM-95-2 may have been restricted to the main fault zone,
whereas it was more widespread in TM-95-1, as evidenced by the silicification throughout

the hole. The zone of elevated As-Hg-TI1-Mo=+Sb in TM-95-1 may indicate a separate pulse
of mineralization that was not present in TM-95-2. This As-Hg-TI-Mo+Sb mineralization
may have preceded or followed the main Au-Ag mineralization present in the main fault
zone in both holes.

GEOLOGIC MODEL

A schematic cross section of an idealized hot spring precious-metal deposit (after
Berger, 1985), is shown in Figure 5. Geologic features and trace element patterns are
shown on the diagram. No scale is given because spatial relations vary from one deposit to
the next (Berger, 1985). Silica sinter is formed at the surface of such deposits, with an
underlying zone of extensive silicification. Antimony, arsenic, gold, silver, and mercury are
present locally in the sinter, with disseminated arsenic, antimony, gold, silver, and thallium
in the silicified zone. Below the silicification is commonly an area of stockwork quartz
veins with higher values of gold and silver with arsenic, antimony, and thallium.
Hydrothermal brecciation with similar mineralization is common below the stockwork
veins, with quartz-sulfide veins making up the base of the system.
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The Three Mile Spring prospect shows extensive areas of strongly silicified rocks
that have anomalous values of gold, silver, arsenic, and antimony, both at the surface and at
depth in the drill holes. These silicified rocks are analogous to the zone of pervasive
silicification in Figure 5. The silicified faults in the area represent the main fluid conduits in
the hydrothermal system, and thus are most strongly silicified. The lack of a silica sinter on
the top of the silicified zone is likely the result of erosion down to the zone of pervasive
silicification since the time of mineralization. The presence of active warm springs in the
area lends credence to the idea that the observed silicification was produced by a hot spring
system.

Drilling in 1995 was designed to test the possibility of vertical zonation at the Three
Mile Spring prospect. Drill results indicate that gold values are increasing with depth, from
a high of 55 ppb in a select rock chip sample at the surface to 135 ppb over a five ft interval
in TM-95-2. The drill hole intercepts, though, appear to still be within the zone of
pervasive silicification. Increased precious-metal values may be present in a stockwork
vein zone at deeper levels than the drill holes intersected. Depths to these possible higher
grade zones could range from 500 ft to several thousand ft deep.

CONCLUSIONS

Although gold values do appear to increase with depth at the Three Mile Spring
prospect, the increase is not of the magnitude expected, and no economic or near-economic
mineralization was intersected. The degree of increase in mineralization from surface to the

depths of the drilling is not enough to warrant additional drilling at this point. The prospect
still has some potential for increasing precious-metal values with depth or along strike. In
the future, changing economic conditions may warrant additional drilling at Three Mile
Spring.

RECOMMENDATIONS

No further work is recommended for the Three Mile Spring prospect at this time.
The claims that are currently held should be dropped. The most promising area for future
drilling, should economic conditions warrant, falls within section 21 (Plate 1), where
Lexam already holds 75% of the mineral rights (Figure 2).
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APPENDIX A: 1988 & 1989 ROCK ANALYSES AND DESCRIPTIONS




THREE MILE SPRING PROSPECT, ELKO COUNTY, NEVADA-1988&1989 ROCK ANALYSES

Sample Au Au Ag As Sb Hg File
_Number ppb ppm ppm Number
TW-89- 271 T 0.000 0.27 5 0.18 ABER032
TW-89- 272 27 0.08 3 0.08 ABER032
TW-89- 273 <7  0.000 0.10 3 0.08 ABER032
TW-89- 274 0.000 0.14 4 0.12 ABER032
TW-89- 275 0.000 0.09 4 0.12 ABER032
TW-89- 276 0.10 2 0.15 ABERO032
TW-89- 277 0.000 0.30 5 0.06 ABER032
TW-89- 278 0.06 3 0.12 ABER032
TW-89- 279 0.000 032 | 0.16 ABERO032
TW-89- 280 2 ABER032

TW-89- 281 # 2 y ABER032

3MS-#1 ABERO12
3MS-#2 ABERO0I12

31858 ; BC-999-1947
31859 i 3 : BC-999-1947
31860 & ; BC-999-1947

31861 BC-999-1947
31862 ! ; BC-999-1947
31863 : BC-999-1947
31864 : i BC-999-1947
31865 : BC-999-1947
31866 BC-999-1947

# Samples
Maximum
Minimum
Average
Std Dev

Location
Sec  Twnsp Range Description

38N 62E Float, tan-brown, limonite stained, f-gr tuff, ss w/ sparse rounded pebbles

38N 62E Outcrop, road cut, pink-red, hematite stained tuff ss

38N 62E Outcrop, grey-tan, limonite st, mod silicified, pebble-boulder conglomerate
38N 62E Outcrop, same as 273, but strongly silicified

38N 62E Tan, limon st, vuggy, wkly-mod silicified breccia of f-gr tuff sed, abun open space & angular fracture
38N 62E Tan-white, limonite stained tuff sed

38N 62E Brown, limonite stained, vuggy(leached), pebble congl?, mod-strongly silicified
38N 62E Purple, hematite stained, strongly silicified pebble congl/breccia?

38N 62E

62E

62E




APPENDIX B: 1992 ROCK ANALYSES
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APPENDIX C: 1992 ROCK DESCRIPTIONS
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