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QUEEKN OF THE HILLS

Location, Access and Physiography

The Queen of the Hills Mine is located 6 miles northwest of the town of
Salmon, Idaho within the Salmon River Mountain Range. The property is accessible
from Salmon via Highway 93 north 3.5 miles to the Stormy Peak road (USFS 023),
then west for 3 miles to the Queen of the Hills access road (USFS 023C), and from
there 1500 feet west to the mine site.

The topography is gentle to moderate with relief ranging frem 5700 feet to
5850 feet. Vegetation consists of Ponderosa Pine with minor underbrush. The
open areas are covered by sage brush and grasses, Snow cover can be expected
between late December and eariy March. Summers tend to be hot and dry with
temperatures occasionally reaching 95 degrees F.

Land Status

The Queen of the Hills claims are located in the Eureka mining disirict of
the Salmon National Forest approximately 4.5 miles west of Salmon, Idaha.
Topographic  map coverage is provided by the Salmon U.8.G.5. 7.5 minute
quadrangle. The property is situated in T. 21 N.; R, 21 E. sections 1l and 14
(Boise Meridian). Formation Capital Corporation's current position of seven
unpatented mining claims is held by lease option agreement with John Gaston.
The current c¢laims cover the former workings of the mine and 4000 fzet of strike
along the vein system. Further potential exists to extend the claim block to
the east and south along northwest trending mineralized structures.

Competitor Activity

Several active exploration programs occur near the Queen of the Hills mine.
These include: the Meridian\Canyon joint venture on the Beartrack property, the
Meridian\American Gold Resources joint venture on Arnett Creek (both of these
projects have announced reserves), the Corona/Formation Bobcat joint venture
project, Asarco\AGR joint venture on Bird Creek, the Hecla/Formation Bowman joint
venture, and the Morning Glory-Shark property of Formaticn Capital. Additional
companies that are active in the Salmon region include Placer Dome, Echo Bay,
Noranda, Goldfields, BHP-Utah and Teck,.

Regional Geology

The Salmen - Leesbury region falls within the Trans-Challis structural
system; a strong, deep seated, northeast trending fault system located near the
Western Cratonic Margin. The area has been the focus of ignecus and volcanic
activity and associated mineralization from Precambrian to Tertiary time. The
Trans-Challis system extends from Boise, Idaho to Helena, Mcntana and hosis
several copper and molybdenum porphyry systems, numerous precious metals
prospects and has produced over six million ounces of lode and placer gold.




The geoclogy of the area is dominated by extensive Cretaceous to Tertiary
granitic batholiths which have intruded thick sequences of Precambrian and
Palaeoczoic sediments. Regional thrust faulting transported slices of the
Precambrian znd Paleozoic sediments westeriy during the close of the Cretfaceous
orogenic event. Large scale felsic volcanism associated with graben and caldera
development occurred along the Trans-Challis system during Early Tertiary times.

Property Geology

The Queen of the Hills Mine area is contained exclusively in Precambrian
monzonitic intrusive rocks containing large euhedral feldspars and biotites in
a generally aphanitic groundmass. Mineralization occurs aleng prominent shear
zones within the intrusive and as stockwork zones in areas of highest dilation.
Three of the shears have been mined most extensively, the N12E to N3CE tending
Eva, Queen and Nellie veins, Howaver, prospects and trenches explore a variety
of mineralized fault zones.

The mine was discovered in the early 1890's during extensive placering of
Derizr Gulch but active development did not commence until 18%8. Initially
mining was conducted from the Silver Queen shaft on the southern most exposure
of the Queen vein. By the mid 1900's the main portal crosscut was driven &
allow for deeper development. The crosscut intercepted the vein£E§Z§§§:E§;i>
north of the Silver Queen Shaft at the 400 foot level and a lateral wag eéxtended
north from the crosscut to egplore the vein along its northern extensions. By
1917 aver 9000 feet of workings on five levels had been copened. A separate set
of workings exposed the Nellie vein system. The workings were connected by track

to a central mill. Work has been carried out intermittently from discovery to
present., Total documented past gold production is approximately 75,000 cunces.

Mineralization

Higher grade gold ore tends to occur in shoots, of which, five supplied
the majority of early production. Grades of ore from the shoots ranged between
0.20 opt - 0.41 opt Au with an average grade of 0.25 opt Au. The Eva vein
follows a 5 foot wide brecciated zone in which gold bearing guartz veins from
8 to 14 inches wide are found. The zone surrounding this breccia is commonly
sheared for up to 50 feet on either side and contains numerous individual gold
bearing guartz stringers separated by potassiclly altered to fresh intrusive.

The Quaen and Nellie veins occur as replacement zones in individual 12-135
foot wide shears in which strongly chioritized schistose monzonite is replaced
by banded vein guartz containing rare scattered sulphide and their oxidation
products. @Gold ccecurs in native form, but it is rarely coarse enough to bhe
visible. Distinct nugget effects have been noted in previous sampling. Sampling
to date has returned geld values ranging between 128 ppb and 1883 ppb from 20
to 40 foot wide shear zones and has returned gold values upto 12,774 ppb from
vein materzal.
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Zones containing anomalous geld values in strongly potassically altered
and stockworked monzonite have been noted in the area. WNo cre grade expeosures
of these zones have been sampled, as poor exposure and strong surface leachment
have prohibited sampling. These zones occur near the intersection of wvein
structures and aleng fault flexures. At least 4 areas of sirong alteration and
stockworking have been noted.

Potential exists for stronger vein structures below the 400 level, where
intersections of oppositely dipping veins should cccur. The Eva structure dips
70 degrees SE while the Queen Structure dips 80 degrees NW and their structural
junction should occur 100-200 feet below the limit of present workings. Strike
convergence between the Eva and Queen zones south of the Silver Queen Shaft is
also expected.

Conciusions

The Queen of the Hills Mine is well situated in prime exploration country
and offers an excellent opportunity for the discovery of a large gold deposit.
Past bproduction of over 75,000 ounces of gold gives some indication cof the
properties potential, Most of the underground workings are in good shape and
are easily accessible allowing for efficient exploration and development.
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FORMATION CAPITAL CORPORATION ACQUIRES THE
QUEEN OF TEE HILLS MINE

Formation Capital Corporation is pleased to announce the acquisition of the Queen
of the Hills Mine located in the Salmon Area of Idaho. Queen of the Hills has one
of the largest records of gold production in the Salmon Area, second only to the
Kitty Burton Mine presently owned by Noranda. The mine has produced
approzimately 75,000 cunces of gold at an average grade of 0.25 opt (300,000 tons)
in the late 1800's and early 1900's. Samples taken across shear zones ranging in
width from 10 to 12 feet returned grades up tc .056 opt geold. Samples taken from
the main Queen mine workings returned values from .046 opt to .378 opt gold.

In addition, the Company recently staked the Tram group of claims ( approximately
1488 acres) located in the Gibbonsville mining district of Idahce, site of the 1876
gold rush. Sheared brecciated and hydrothermally altered guartzites and quartz
veins carry values ranging from several hundred ppb up to .101 opt gold, and
silver values up to 2.0 opt. Chip samples over 20 ft. have returned gold values of
.048 opt and silver values of approximately 1.5 opt. Observed strike length to date
is over 1000 feet and the observed width appears to range bestween 15 and 50 fest.
Meridian Gold ( Subsidiary of Burlington Resources - BR-NYSE) holds the claim
group contiguous to the north and BHP Utah holds the ground immediately north
of Meridian. Meridian's Beartrack deposit, reported to contain 2 million ounces of
gold is located in the area of the Leesburg gold rush of 1866, some 20 miles to the
south.

Formation's wholly owned Queen of the Hills and Tram properties are exciting new
assets in the Salmon Area where the Company holds joint ventures with Corona Gold
and Hecla Mining Company. The Company continues to be aggressive in the area
and is actively acquiring additional properties.
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The Vancouver Stock Exchange has neither approved nor disapproved the form or

the content of this release. / %\/

J, Scott Bending, President
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age (p. 152). Like the Mackinaw deposits, those of the Eureka
district are thought to be genetically related to the granitic intrusion.

MINES.

QUEEN OF T'HE HILLS HIE’E.

The Queen of the Hills mine, owned by the Copper Queen Mining
& Smelting Co., is situated 7 miles northwest from Salmon at an
elevation of 5,800 feet on Dryer gulch. Location was made in the
early eighties but active development did not commence until 1895,
Since then, about 9,000 feet of work has been done, the mine being
opened on five levels and to a maximum depth of 400 feet. The
production is about $80,000 in gold bullion, most of which has been
extracted by a 15-stamp mill situated on the property.

Three veins, all in granite, have been explored. They strike
N. 27° E. and one (Queen vein) dips 80°-85° SE.; the other two
(Nellie and Eva veins) dip in the opposite direction at about the
same angle. The Eva, the most westerly vein, ocours as a band of
quartz § to 14 inches wide, following one or the other wall of a 5-foot
brecciated zone. The Queen (the central vein) follows s zome about
12 feet wide, possibly one-half of which is made up of quartz, either
as distinet bands or filling interstices between granite fragments.
The Nellie vein is similar to the Queen.

The ore oceurs in shoots, five of which have heen found—=iwo in
the Nellie vein, two in the Queen, and one in the Eva. They all
pitch from 45° to 55° S. In them the quartz is of the coarsely
crystalline ‘variety common to all parts of the vein, but scattered
through it irregularly are crystals of pyrite, chalcopyrite, and a little
galena, together with their oxidation products, chief of which are
limonite and malachite. Gold is thought to be associated with the
pyrite, for it is said to vary in amount with that mineral. The
average gold content for the Eva shoot is said to be $3.50 per ton,
though in a small stope near the surface the average was $18 and
mn another on the fifth level it was $19.40 per ton. The better ore in
the Nellie vein is said to run from $5 to $8. ’

V.2 & BURLINGTON MINE.

The U. P. & Burlington mine is situated at an elevation of 8,600
feet on the mountain slope west of Salmon. Development includes
six tunnels, distributed up the mountain side at elevations 100 feet
apart, and a shallow shaft beyond the upper one, in all about 2,000
feet of work. A 10-stamp mill, which has treated a small tonnage
of ore, is situated on the property. The total production is perhaps
& few thousand dollars, 3300 having been derived from the last mill
run of 40 tons.
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