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1. Summary  

Introduction and Infrastructure  

 

!ǊƳƛǎǘƛŎŜ wŜǎƻǳǊŎŜǎ /ƻǊǇΦ όά!ǊƳƛǎǘƛŎŜέύ ŎƻƳǇƭŜǘŜŘ ŀƴ ǳƴŘŜǊƎǊƻǳƴŘ ŜȄǇƭƻǊŀǘƛƻƴ ŎŀƳǇŀƛƎƴ ŘǳǊƛƴƎ нллт-2009 at its 

wholly-controlled McGarry gold project located at Virginiatown, Ontario. The work was carried out principally on 

the 2250 Level. It consisted of 44,500 feet of underground diamond drilling; 2,408 feet of drifting; 130 feet of 

raising; bulk sampling from 34 drift rounds; and trial mining from two test stopes. There was also a programme of 

surface diamond drilling totalling 14,300 feet in the McGarry shaft area and in the McGarry Mill Zone, 3,000 feet to 

the south. A programme of metallurgical testing was also undertaken. In addition, a preliminary economic 

assessment was completed. The assessment ǿŀǎ ŎŀǊǊƛŜŘ ƻǳǘ ōȅ tȅǘƘƻƴ aƛƴƛƴƎ /ƻƴǎǳƭǘŀƴǘǎ όάtȅǘƘƻƴέύΣ ŀƴ 

independent firm with experience in narrow vein gold mining operations in Ontario. 

The author visited the project site in March 2008 and on September 16, 2011. 

The McGarry Property consists of 33 contiguous, patented mining claims and mining licences of occupation 

totalling 1,134.6 acres with surface rights on a majority of the claims totalling 975.56 acres. The mining rights and 

surface rights are all in good standing and are maintained by the payment of annual taxes since no work 

requirements exist. The McGarry property is owned 75% by Armistice Resources Corp. and 25% by Jubilee Gold 

Inc.  All proceeds of production from the Property are to Armistice, subject to a royalty interest held by Jubilee 

Gold Inc. which provides for a Net Smelter royalty payable to Jubilee starting at 2% and increasing to 4% when the 

price of gold exceeds $US 800 per ounce or an advance royalty of $C 21,573 payable quarterly (subject to cost of 

living adjustments). The current status of royalty payments to Jubilee is in compliance with the agreement. 

The McGarry Property is located in the heart of an established mining district that is well served by local labour 

skilled at narrow vein gold mining techniques and by equipment and service suppliers specializing in underground 

mining. The Property is traversed by a part of the Trans-Canada Highway system and by a Hydro One three-phase 

electric transmission line, both within a few hundred feet of the headframe. 

¢ƘŜ aŎDŀǊǊȅ tǊƻǇŜǊǘȅ Ƙŀǎ ŜǎǘŀōƭƛǎƘŜŘ ƳƛƴƛƴƎ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ƛƴǎǘŀƭƭŜŘ ƻǊ ǳǇƎǊŀŘŜŘ ǎƛƴŎŜ ǘƘŜ ƳƛŘ мфулΩǎ ŀƴŘ ŀƭƭ 

owned by Armistice. This infrastructure includes a 110 ft production-ready headframe, a 3 compartment shaft to 

2290 feet below surface with two 6 ft by 6 ft hoisting compartments equipped with a service cage and a  5 ton skip 

respectively. In addition, there is a fully operational 10 ft double drum hoist capable of production hoisting at 1000 

tons per day to a depth of 4400 ft. There is a mine air heater installed over a ventilation raise capable of heating all 

the fresh air required for production mode. Other infrastructure includes fresh water supply, compressed air, high 

speed communications, pumping systems, electrical substation, surface change-house and workshop, surface 

equipment fleet and 3 scooptrams, a full complement of underground fans, drills, pumps and electrical 

substations. The shaft has stations cut at 200 ft level intervals and established levels at 550, 650, 1250, 1650, 2050 

and 2250 feet below surface. The most extensive level is 2250 which extends 2700 ft west of the shaft and 400 ft 

east. 

These factors would give a producing mine at McGarry definite cost advantages. 
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Geological Setting, Mineralization, Drilling and Sampling  

 

¢ƘŜ aŎDŀǊǊȅ tǊƻǇŜǊǘȅ Ƙŀǎ ōŜŜƴ ŀŎǘƛǾŜƭȅ ŜȄǇƭƻǊŜŘ ǎƛƴŎŜ ŀǘ ƭŜŀǎǘ ǘƘŜ мфолΩǎ ǿƛǘƘ ƳŀƧƻǊ ǳƴŘŜǊƎǊƻǳƴŘ ŎŀƳǇŀƛƎƴǎ ƛƴ 

ǘƘŜ ƳƛŘ мфплΩǎΣ мфулΩǎΣ мффлΩǎ ŀƴŘ ƛƴ нллт-2009. Exploration work consists of underground diamond drilling in 421 

holes totalling over 304,000 ft; by drifting on 6 levels; and bulk sampling from 5 different locations. The deepest 

drill holes test to 5600 feet below surface. 

DŜƻƭƻƎƛŎŀƭƭȅΣ ǘƘŜ tǊƻǇŜǊǘȅ ǎƛǘǎ ŀǎǘǊƛŘŜ ǘƘŜ [ŀǊŘŜǊ [ŀƪŜ ά.ǊŜŀƪέ ǿƘƛŎƘ ƛǎ ŀ ƳŀƧƻǊ ŦŜŀǘǳǊŜ ŜȄǘŜƴŘƛƴƎ ŦǊƻƳ ±ŀƭ ŘΩhǊ ƛƴ 

Quebec to Kirkland Lake in Ontario. Numerous past and present gold mines exist in geological environments 

ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǘƘƛǎ ά.ǊŜŀƪέ ƛƴŎƭǳŘƛƴƎ ǘƘŜ YŜǊǊ !ŘŘƛǎƻƴ DƻƭŘ aƛƴŜ ƛƳƳŜŘƛŀǘŜƭȅ ǘƻ ǘƘŜ Ŝŀǎǘ ƻŦ ǘƘŜ aŎDŀǊry 

Property. The Kerr Addison Mine produced over 11 million ounces of gold from 1938 to its closure in 1996. The 

geological setting includes a band of nearly vertically dipping and highly altered volcanics probably mixed with 

some sediments. The intense alteration has resulted in carbonate-rich units with various amounts of quartz and 

pyrite. Two types of gold-ōŜŀǊƛƴƎ ŜƴǾƛǊƻƴƳŜƴǘǎ ǿƛǘƘƛƴ ǘƘŜ ŀƭǘŜǊŀǘƛƻƴ ȊƻƴŜ ǿŜǊŜ ƳƛƴŜŘ ŀǘ YŜǊǊ !ŘŘƛǎƻƴΥ άƎǊŜŜƴ 

ŎŀǊōƻƴŀǘŜέ ŀƴŘ άŦƭƻǿ ƻǊŜέ ƛƴ ŀ Ǌŀǘƛƻ ƻŦ ŀōƻǳǘ плΥсл ŀƴŘ ŀǘ ƎǊŀŘŜǎ of 0.23 and 0.33 oz/t gold, respectively. Of note 

ŜŎƻƴƻƳƛŎŀƭƭȅΣ ǇȅǊƛǘƛŎ άŦƭƻǿ ƻǊŜέ ǿŀǎ ǘƘŜ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ǘȅǇŜ ŀǘ YŜǊǊ !ŘŘƛǎƻƴΦ  .ƻǘƘ ǘȅǇŜǎ ƻŦ ƎƻƭŘ ƳƛƴŜǊŀƭƛȊŀǘƛƻƴ 

are recognized at McGarry. 

 The most extensive drilling data is from the 2250 Level where fans of a nominal 7 holes each have been drilled 

over a strike extent of about 3000 feet at 100 ft intervals. Part of the 2007-2008 programme resulted in the 

completion of drill testing of a 600 ft gap in this pattern. During this campaign, holes were also drilled to continue 

the depth confirmation of gold mineralization to the 4000 ft elevation and to test an exploration gap between the 

2250 and 1250 Levels west of the shaft. 

In order to understand the nature and continuity of the gold-bearing zones, detailed sampling programmes were 

undertaken on the 2250 Level in 2007-2008. This work included cross cut drifting and panel sampling at 3 sections 

along the strike; bulk sampling of 34 drift rounds; bulk sampling of 2 test stopes; and in-fill drilling on a 50 ft 

spacing at one location. 

An evaluation of the results of the recent detailed sampling programmes, considered together with previous bulk 

sampling programmes, leads to the conclusion that drill testing on 50 to 25 ft centres will be required to 

sufficiently define gold-bearing zones for production planning. It is also concluded that a stoping method will 

require guidance from in-stope face sampling and geological mapping on a daily basis in order for mining to follow 

local changes in strike, dip and plunge. Further, any mining method applied at McGarry will have to be of the 

narrow-vein type, for example, shrinkage stoping. Structures related to shearing and faulting sub-parallel to the 

identified gold zones are not fully understood yet. It has been concluded that these structures may cause off-sets 

at a stope scale and will require special attention to reduce hanging wall and footwall dilution. In general, ground 

conditions in the underground workings are very good except within well-defined graphic shear zones. 
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Mineral Resources  

 

A mineral resource for the Property to NI 43-101 standards was estimated in 2004 and reported by an independent 

qualified person as an Indicated Mineral Resource of 433,981 tons at a grade of 0.25 oz/t gold using a cut off grade 

of 0.10 oz/t gold above a depth of 2600 feet. This mineral resource has been updated to include all the assay and 

geological data available at 16 September 2011. The updated mineral resource is presented in the table below. The 

existing shaft provides full access to the 2250 Level and a ramp could easily extend this access to the 2300 

elevation, therefore the Indicated and Inferred Resources above and below the 2300 elevation are tabulated 

separately (see Table 1 below). 

Undiluted Mineral Resource Estimate ς 16 September 2011 

Mineral Resource Category 
Tons 

(short 
tons) 

Cut to 1.50 oz/t Uncut 

Grade 
(oz/t gold) 

Gold 
(oz) 

Grade 
(oz/t gold) 

Gold 
(oz) 

     Indicated      

Above 2300 elevation (all zones) 374,000 0.22 82,000 0.25 93,000 

Below 2300 elevation (all zones) 118,000 0.25 30,000 0.26 30,000 

Total Indicated (all zones) 492,000 0.23 112,000 0.25 123,000 

      

Inferred      

 Above 2300 elevation (all zones) 59,000 0.17 10,000 0.19 11,000 

 Below 2300 elevation (all zones) 113,000 0.16 19,000 0.16 19,000 

 Total Inferred (all zones) 172,000 0.17 29,000 0.17 30,000 
 

¶ Mineral resources estimated according to CIM definition standards (2005). 

¶ A 0.10 oz/t gold cut-off grade was used with high-grade values uncapped and capped at 1.5 oz/t gold. 

¶ A fixed specific gravity of 2.79 was used. 

¶ Undiluted resources, all drill hole intercepts are calculated using a minimum horizontal width of 5 ft, 

using the grade of adjacent material, if assayed, or zero if not assayed. 

¶ Gold grades determined using the polygonal method with polygons determined from interpretation on 

vertical cross sections and elevation plans. Maximum distance to the edge of a block from a drill hole or 

chip sample intercept of 50 ft has been applied. Maximum block size is 10,000 sq ft. 

¶ A confidence level of ±15% is estimated for the Indicated Mineral Resource and ±25% for the Inferred 

Mineral Resource. 

¶ Effective date of resource estimate verification is 16 September 2011 

¶ Qualified Person for the mineral resource estimate verification is Martin Drennan, P.Eng. 

¶ Mineral resources which are not mineral reserves do not have demonstrated economic viability. The 

estimate of mineral resources may be materially affected by environmental, permitting, legal, marketing, 

or other relevant issues although the Qualified Person is not aware of any such issues. 
 

Table 1 - Mineral Resource Estimate for the McGarry Project  
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Metallurgy  

 

A review of metallurgical test data as previously reported in an NI 43-101 report in 2004 and the data from test 

work completed in 2007-2008 shows that recoveries of 95% of the gold has been demonstrated using conventional 

carbon-in-leach processes. In addition, test work has shown that recoveries of 44 to 65% of the gold in 6 to 16%, 

respectively, of the weight of the mill feed has been demonstrated by gravity or gravity/flotation techniques alone. 

The gravity testing has been done using shaking tables only.  No test work with centrifugal concentrators has yet 

been done. These results warrant continued testing to optimize non-leach gold recovery options. 

 

Preliminary Economic Assessment  

 

The preproduction phase of the McGarry Project will occur during the first 7 months of the planned work. The total 

cost of the preproduction period is $4.7 million. 

 

 The duration of the development process in the McGarry Project is forecasted to 4 years. The initial annual cost of 

the development is approximately $9.2 million. In year 2 the development cost is forecasted to $5.3 million, in year 

3 the development cost will be $3.0 million, and the final year of development will cost approximately $700,000 

dollars. 

Table 2: Summary of Development Costs per Year of Operation  

Year Development Cost ($1000s) 

1 9,200 

2 5,300 

3 3,000 

4 680 

Total: 18,200 

 

The initial annual production year the cost is $9.7 million. In year 2 the cost of production is being forecast to $16 

million, and for the third and fourth year of production, the cost will be approximately the same at $16 million 

dollars. 
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Table 3: Summary of Production Costs per Year of Operation  

Year Production Cost ($1000s) 

1 9,700 

2 16,000 

3 16,000 

4 16,000 

Total: 57,700 

 

The economic model is linear based on the assumption in its development for both initial production and the 

targeted final 600 tpd production. With respect to the initial production with a minimum assumed gold price of 

$600 per ounce the required insitu grade to be profitable at 350 tpd is in around 0.24 oz/ton. The margin of profit 

for 600 tpd is in around 0.20 oz/ton or above. If the diluted production grade at the McGarry Mine is 0.18 oz/ton, 

then this would require a gold price of $785 per ounce at 350 tpd and $656 per ounce at 600 tpd to be profitable. 

See Figure 1 and 2 below for details. 
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Figure  1 - Daily Revenue Summary 
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Figur e 2 - Yearly Revenue Summary  
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Recommendations  

 

Based, therefore, on all available results and evaluations, it is recommended that the McGarry Project be advanced 

to the next stage of evaluation including: 

¶ Complete the ventilation and escapeway raise system from the 2250 Level to the 1250 Level and 

outfit the existing ventilation raise as an escapeway from the 1250 Level to surface. 

 

¶ Complete a main access drift over the full strike length of the 2250 Level using mobile equipment and 

establish short-hole diamond drill testing at initial 50 ft centres closing to 25 ft centres as warranted. 

 

¶ Establish a main access drift over the full strike length of the 2050 Level using tracked equipment and 

test with diamond drilling as on the 2250 Level. 

 

¶ For all potential stoping areas identified by the short-hole definition work on the 2250 and 2050 

Levels, establish stope access drifts and sill drifts at the base of potential stopes. Establish access 

raises and draw points for shrinkage mining and proceed with stoping operations. Stockpile all 

material exceeding a threshold grade of about 0.10 oz/t gold on surface for gold recovery by 

processing at a custom milling operation. 

 

¶ On a continuing basis, evaluate the results of the programme for economic implications and make 

adjustments as warranted. 

 

¶ Continue with metallurgical test work towards optimizing non-leach gold recovery. 

 

¶ Continue to build the computer based geological database and the petrologic, mineralogical and 

structural knowledge to improve understanding of the controls on gold mineralization.  

The estimated cost of the first 12 months of this programme is $C 13.4 million (development and production costs) 

±25%, say, $C 15 million at the top cost range. 
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2. Introduction  
 

¢Ƙƛǎ ǘŜŎƘƴƛŎŀƭ ǊŜǇƻǊǘ ƛǎ ǇǊŜǇŀǊŜŘ ŦƻǊ !ǊƳƛǎǘƛŎŜ wŜǎƻǳǊŎŜǎ /ƻǊǇΦΣ ǊŜŦŜǊǊŜŘ ǘƻ ǘƘǊƻǳƎƘƻǳǘ ǘƘƛǎ ǊŜǇƻǊǘ ŀǎ ά!ǊƳƛǎǘƛŎŜέΦ 

The purpose of this report is: 

¶ To update the geological knowledge of the McGarry Project area at Virginiatown, Ontario based on 

work carried out in 2007-2011. This work, all completed on the 2250 Level and on surface, consists of 

¶ 46,700 feet of underground diamond drilling, related logging and assaying; 

¶ 10,200 feet of surface diamond drilling testing the near surface at McGarry; 

¶ 4,100 feet of surface diamond drilling testing the Mill Zone, 3,000 ft south of the McGarry Shaft 

¶ 2,408 feet of drifting and related chip sampling; 

o 130 feet of raising; 

o bulk sampling from 34 drift rounds; 

o trial mining from two test stopes; and 

o 1,000 feet of pre-development drifting on the 2250 Level 

 

¶ to present the results of background metallurgical work; 

¶ to present an estimate of the mineral resources on the McGarry Project updated from an NI 43-101 

compliant report in June 2004 (Carmichael, S.J., June 6, 2004); and 

¶ to present the results of a preliminary economic assessment considering a potential mining strategy 

for the development and production of gold zones between the 1250 and 2250 Levels at the McGarry 

Project. 

¶ To amend the April 8, 2009 technical report to meet the independence requirements of NI 43-101 

and remove an inappropriate disclaimer 

A technical report meeting NI 43-101 standards was prepared by S.J. Carmichael of S.J. Carmichael Consultants 

ŘŀǘŜŘ WǳƴŜ сΣ нллп ŀƴŘ ŜƴǘƛǘƭŜŘ άwŜǇƻǊǘ ƻƴ ǘƘŜ !ǊƳƛǎǘƛŎŜ wŜǎƻǳǊŎŜǎ [ǘŘΦ ±ƛǊƎƛƴƛŀǘƻǿƴ DƻƭŘ tǊƻƧŜŎǘΣ aŎDŀǊǊȅ 

¢ƻǿƴǎƘƛǇΣ hƴǘŀǊƛƻέ (Carmichael, S.J., June 6, 2004). The Carmichael report is available on the SEDAR database 

ǿƘŜǊŜ ƛǘ ƛǎ ŦƛƭŜŘ ǳƴŘŜǊ ǘƘŜ ŎŀǘŜƎƻǊȅ ƻŦ άhǘƘŜǊέ ǿƛǘƘ ŀ ŦƛƭƛƴƎ ŘŀǘŜ ƻŦ мт WǳƴŜ нллпΦ όbƻǘŜ ǘƘŀǘ !ǊƳƛǎǘƛŎŜ wŜǎƻǳǊŎŜǎ 

Corp. is a continuation of Armistice Resources Ltd.) The current report provides a comprehensive update on the 

Carmichael report. 

All the information and data reported in this report was collected by Armistice Resources Corp. and is available in 

its Kirkland Lake office and/or at the McGarry Project Site at Virginiatown, Ontario. The diamond drilling, assaying, 

geological drill core logging, mining openings, chip sampling, bulk sampling and survey control data has been 

incorporated into a computer based three dimensional database using the Gemcom GEMS version 6.4 software 

developed by Gemcom Software International Inc. and referred to throuƎƘƻǳǘ ǘƘƛǎ ǊŜǇƻǊǘ ŀǎ ǘƘŜ άDŜƳŎƻƳ 

ŘŀǘŀōŀǎŜέΦ ¢ƘŜ DŜƳŎƻƳ ŘŀǘŀōŀǎŜ ƛƴŎƭǳŘŜǎ ǘƘŜ Řŀǘŀ ŎƻƭƭŜŎǘŜŘ ƛƴ ǘƘŜ ŎǳǊǊŜƴǘ ǿƻǊƪ ǇǊƻƎǊŀƳƳŜ ŀƴŘ ŀƭƭ ǊŜƭŜǾŀƴǘ 

historical data as available in the Armistice files. The database is maintained on a computer located in the Kirkland 

Lake and Virginiatown offices of Armistice Resources Corp. Information on the GEMS software is available at 

www.gemcomsoftware.com. 
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In this report, the Imperial measurement system is used throughout. The following abbreviations are used in the 

report: 

Dollar (Canadian)    $C or CAD 

Dollar (US)    $US or USD 

Foot      (square feet)   ft    (sq ft) 

Troy ounces per short ton (2000 lb)  oz/t 

Short tons per day   tpd or TPD 

Gold     Au 

Cross-cut drift    X/C 

Although metric units are not used in this report, it may be useful for some readers to have reference to the 

following conversion factor: 

 1 Troy ounce per short ton (oz/t)        = 34.286 grams per metric ton (g/t) 

         = опΦнус ǇŀǊǘǎ ǇŜǊ Ƴƛƭƭƛƻƴ όάǇǇƳέύ 

wŜŦŜǊŜƴŎŜ ƛǎ ƳŀŘŜ ǘƻ ǘƘŜ άǎƘǊƛƴƪŀƎŜέ ǎǘƻǇƛƴƎ Ƴethod in this report. This is a mining method with which many 

readers may not be familiar, therefore a brief generic description: 

In shrinkage stoping, the ore is mined out in successive flat slices, working upward from the level. After each slice is 

blasted down, enough broken ore is drawn off from below to provide a working space between the top of the pile 

ƻŦ ōǊƻƪŜƴ ƻǊŜ όάƳǳŎƪέύ ŀƴŘ ǘƘŜ ōŀŎƪ ƻŦ ǘƘŜ ǎǘƻǇŜΦ ¦ǎǳŀƭƭȅ ŀōƻǳǘ пл҈ ƻŦ ǘƘŜ ōǊƻƪŜƴ ƻǊŜ ǿƛƭƭ ƘŀǾŜ ōŜŜƴ ŘǊŀǿƴ ƻŦŦ 

when the stope has been mined to the top. After the stope has been mined to the top, the remaining 60% of the 

ore in the stope is drawn down until the stope is empty. Shrinkage stoping is a method often applied to the mining 

of narrow veins and has been widely used in the Abitibi gold district. There are variations on the method of access 

to the top of the stope, to the method of drawing off the broken ore and to the drill/blast techniques for bringing 

down each successive slice of ore. 

Throughout this report naming conventions for workings within the Property are used. These conventions include: 

¶ Elevations are always referred to in terms of feet below surface, the elevation at the shaft collar 

being zero. For example, an elevation 5400 ft means 5400 feet below the shaft collar at surface. 

¶ Established mining levels are named with respect to distances below surface. For example, the 2250 

Level refers to workings at a nominal 2250 feet below surface. 

¶ ¢ƘŜ ƳƛƴŜ ƎǊƛŘ ƛǎ ƻǊƛŜƴǘŜŘ нрϲ ǿŜǎǘ ƻŦ ƴƻǊǘƘ ǎƻ ǘƘŀǘ άƎǊƛŘ ƴƻǊǘƘέ ƛǎ оорϲ ǘǊǳŜ ƴƻǊǘƘΦ !ƭƭ ǊŜŦŜǊŜƴŎŜǎ to 

the workings on the Property refer to the mine grid. The location of the grid with respect to surface 

features is shown on Figure 6. 

¶ ¢ƘŜ ǎƘŀŦǘ ƭƻŎŀǘƛƻƴ ŜǎǘŀōƭƛǎƘŜǎ ǘƘŜ ȊŜǊƻ όάллέύ ǊŜŦŜǊŜƴŎŜ ōƻǘƘ Ŝŀǎǘ-west and north-south. That is, 

distances are measured east-west or north-south from the shaft location. Distances east and north 

ŀǊŜ ƛƴŘƛŎŀǘŜŘ ŀǎ άҌέ ŀƴŘ ŘƛǎǘŀƴŎŜǎ ǿŜǎǘ ŀƴŘ ǎƻǳǘƘ ŀǊŜ ƛƴŘƛŎŀǘŜŘ ŀǎ ά-ά ƛŦ ƴƻǘ ŜȄǇƭƛŎƛǘƭȅ ǎǘŀǘŜŘΦ 
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¶ Mineralized zones are designated with reference to a distance north or south where they are first 

encountered. For example, the 325N Zone was first encountered at 325 north on the mine grid, 

although its trace may wander significantly from this northing as it is further identified. 

3. Reliance on Other Experts ɀ Disclaimer  
 

Of relevance to this report is geological and engineering work in respect to the McGarry Project for which the 

author must rely on others. These include the geological core logging and underground and surface geological 

mapping carried out for the 2007-2011 drilling and mining programmes by James Thompson, BSc., Chief Geologist 

for Armistice and Jean-François Leclerc-Cloutier, MSc, independent geological consultant to Armistice. General 

supervision and planning was under the direction of Erik Andersen, P. Eng, Vice President and Chief Operating 

Officer of Armistice and non-independent Qualified Person. The historical records and reports in the files of 

Armistice have also been used to form a background of understanding of the project and historical data has also 

been incorporated into the Gemcom database. Historical data critical to this report was collected by other 

Qualified Persons, specifically S.J. Carmichael in the NI43-млм ŎƻƳǇƭƛŀƴǘ ǊŜǇƻǊǘΣ ά!ǊƳƛǎǘƛŎŜ wŜǎƻǳǊŎŜǎ [ǘŘΦ 

Virginiatown Gold Project, McGarry Township, Ontarioέ (Carmichael, S.J., June 6, 2004) unless otherwise stated. 

All maps and illustrations have been produced by Armistice Staff and are updated to the effective date of this 

report.  The author is satisfied that these maps and illustrations present the data and information used in this 

report accurately within the scope of this report. 

With respect to the ownership and status of the mineral and surface rights of the McGarry Property in the 

Township of McGarry, reliance has been placed on a legal opinion by Fasken Martineau DuMoulin LLP of Toronto, 

Ontario dated 13 September 2011. 

 

4. Property Description and Location  
 

The McGarry Property is located in the south-western part of McGarry Township within the Larder Lake Mining 

Division of Ontario, Canada. The Property lies within the limits of the town of Virginiatown which is incorporated as 

The Corporation of the Township of McGarry and is approximately 40 km east of the mining centre of Kirkland 

Lake. The boundary between Ontario and Quebec lies about 7 km to the east of the Property. The location of the 

McGarry Property is shown in Figure 3. 
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Figur e 3 - General Location Map  

 

The regional location of the Property is shown in Figure 4. ¢ƘŜ tǊƻǇŜǊǘȅ ƛǎ ŎŜƴǘǊŜŘ ŀǘ ŀǇǇǊƻȄƛƳŀǘŜƭȅ тфϲосΩ² ŀƴŘ 

пуϲлтΩbΦ ¢ƘŜ b¢{ ǊŜŦŜǊŜƴŎŜ is 32D/SW 
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Figure 4 - Regional Location Map  

 

The Property consists of 33 contiguous mining claims and licences of occupation (for water covered areas in Larder 

Lake). The rights include both mineral rights held by patent and surface rights. The individual patented claim 

boundaries have been surveyed by an Ontario Land Surveyor. The surface rights exclude easements for highway 

and power line corridors. Mineral rights comprise a total area of 1,134.60 acres (459.17 hectares). Surface rights 

comprise a total area of 975.56 acres (394.80 hectares). All mineral and surface rights are registered to Armistice 

Resources Corp. There is no work assessment required to keep the mining rights in good standing. Annual payment 

of municipal (surface rights) and provincial (mineral rights) taxes are required. These taxes totalled $ 29,111 and $ 

2,637 respectively in 2011. The author has relied on an opinion by Fasken Martineau DuMoulin LLP of Toronto, 

Ontario dated 13 September 2011 that all tax liabilities are current and all the rights listed below are registered on 

the tax statements to Armistice Resources Corp. The mineral rights and surface rights do not expire provided 

annual taxes are paid. 

The author is not aware of any significant factors and risks that may affect access, title, or the right or ability to 

perform work on the property. 

The claims are shown in Figure 5 and are listed below in Table 4. The mine grid and workings in respect to the 

property boundaries and geographic features is shown in Figure 6. 
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Figur e 5 - Property Claim Map  
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Figure  6 - Detail o f figure showing workings on 2250 Level & Mine Grid  
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Claim 
Number 

Original or Alternate 
Claim Number 

Mineral 
Rights 

Acres 

Surface Rights Parcel Surface Rights 

Acres 

L.     899 H.S. 167     37.00 1698 NND      37.00 

L.     935 H.S. 134     33.70 6778 NND      33.70 

L.   1886  

H.F. 197 

      9.50 6665 CST        9.50 

T.   1932 H.F. 40     29.50 7233 NND      25.80 

L.   1955 H.S. 916     10.90 4667 CST Fifthly      10.90 

L.   4898 C.E. 37     40.25 4667 CST Sixthly & RP 54R5188 Part 3      29.12 

L.   5499      24.40 4667 CST Firstly       

L.   5500 C.E. 31     25.50 4667 CST Secondly       

L.   5792 C.E. 33     38.20 4667 CST Thirdly      38.20 

L.   6464 C.E. 34     42.55 4667 CST Fourthly      42.55 

L. 11135 C.E. 36     39.33 4667 CST Seventhly      34.49 

L. 25194 L.M. 84     39.96 4864 CST      39.96 

L. 25195 L.S. 157     42.56 7781 CST      42.56 

L. 25196      51.66 4857 CST      51.66 

L. 25255      44.21 4816 CST      44.21 

L. 25256      53.40 4817 CST      53.40 

L. 25257      60.31 4818 CST      60.31 

L. 25258 H.S. 159     54.42 4807 CST      54.42 

L. 25259 H.S. 158     35.45 4808 CST      35.45 

L. 25260      31.78 4809 CST      31.78 

L. 25475 C.E. 9     20.25 4810 CST      20.25 

L. 25476 H.F. 195 or L.S. 163     45.60 4811 CST      45.60 

L. 25477        3.85 4812 CST        3.85 

L. 25478 L.S. 162     25.44 4813 CST      25.44 

L. 25481      41.88 4814 CST      41.88 
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L. 25482      45.62 4819 CST      45.62 

L. 25483      40.45 4820 CST      40.45 

L. 25489      39.33 4815 CST      39.33 

L. 30691 Land Only     32.17 4907 CST      32.17 

 MLO 10213     15.00   

L. 31047 MLO 10212     40.20        

L. 31130        5.86 4908 CST        5.86 

L. 31428 MLO 10211     34.30        

L. 54712        0.10 7399 CST        0.10 

Total 

33 Mining Claims 
including 3 Mining 
Licences of Occupation 
όάa[hΩǎέύ 

1,134.60 

acres 
 

975.56 

acres 

 

Table 4 - List of Mining Claims  

 

4.1 Royalty Interest  

 

Armistice holds an undivided 75 % interest in the Property through an agreement with Jubilee Gold Inc.  (formerly 

Sheldon-Larder Mines Limitedύ όάWǳōƛƭŜŜέύ ŘŀǘŜŘ ол WǳƴŜ нллп. The remaining 25% interest is a carried interest 

entitling Jubilee to a royalty. The carried interest means that all operating and other costs related to the Property 

or work carried out on the Property are borne 100% by Armistice. All work carried out on the Property is entirely 

the responsibility of Armistice and does not require the approval by or prior notice to Jubilee. This results in 

complete control by Armistice including 100% of proceeds of production subject only to the royalty interest. The 

royalty interest held by Jubilee is the greater of: 

i)  a Net Smelter Return royalty of a percentage of the price per troy ounce as follows: 

2% when less than $US 500 

3% when greater than $US 500 and less than $US 800 

4% when greater than $US 800; 

(ii)  $C 1.00 per short ton of ore derived from the properties; or 

(iii)  an advance royalty of $C 21,573 payable quarterly. The payment amount is subject to certain cost of 

living adjustments. 
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As of the date of this Report, Armistice was in compliance with all of its royalty payment obligations with respect 

to Jubilee under terms of the agreement. Armistice is entitled to not making certain advance royalty payments 

without being in default and such arrears will not be recoupable from royalty payments after commencement of 

commercial production. 

 

5. Accessibility, Climate, Local Resources, In frastructure and 

Physiography  
 

As shown in Figure 6, McGarry shaft and associated buildings are located near the eastern end of Barber Lake and 

are accessible via a short gravel road from Highway 66 which traverses the Property. Highway 66 is part of the 

Trans-Canada Highway system. Access to the rest of the Property is by bush roads and trails. The town of 

Virginiatown lies about one kilometre to the east of the shaft and associated buildings. 

The Property is about 5% water covered, extending a short distance into Larder Lake and parts of Barber Lake. 

Topographic relief on the Property is subdued with maximum local relief of about 10 metres. Outcrop exposure 

varies from moderate to poor. Overburden consists of sand and glacial debris with many swampy areas. Daily 

mean temperatures range from about -20°C in winter to +20°C in summer. The area receives ample precipitation. 

Common vegetation is second growth poplar, birch, pine, alder and scrub maple. The property is located at an 

elevation of about 1100 ft above sea level with locate topographic elevation relief up to 100 ft. 

The south-central part of the Property is topographically low and forms part of the tailings disposal area for the 

past-producing Kerr Addison mine. 

Electric power is available at the McGarry shaft site from a 44,000 volt transmission line owned by Hydro One 

which traverses the Property immediately south of the shaft site (see Figure 5 and Figure 6). Armistice owns a 3 

MVA substation fed by the Hydro One transmission line. 

The area offers well established and broad based services and suppliers for mining operations within a 50 km 

radius (Kirkland Lake to Rouyn-Noranda). There is an excellent labour pool within the same radius that can supply 

all the skills likely to be required by a mining operation. 

Mining and other underground exploration operations can be carried out throughout the year with no restrictions. 

In the opinion of the author, the surface rights owned by Armistice are sufficient for any mining operation on the 

Property including areas for waste rock and tailings disposal, as could reasonably be required. 

 

6. History  
 

Gold-bearing green carbonate rocks were discovered on Kerr Addison claims to the east of the McGarry Property 

ƛƴ ǘƘŜ ŜŀǊƭȅ мфллΩǎΦ ¢ƘŜ ŜǊǊŀǘƛŎ ŘƛǎǘǊƛōǳǘƛƻƴ ƻŦ ǘƘŜ Ŏƻƴǘŀined quartz veining and gold discouraged development 

until 1937. The Omega and Raven River mines in adjoining McVittie and Hearst Townships saw production from 

мфмн ǘƻ мфнуΦ ¢ƘŜ ŦƻǊƳŜǊ ŦǊƻƳ ǇȅǊƛǘƛŎ ƻǊŜǎ ƻŦ ǘƘŜ άŦƭƻǿ ƻǊŜέ ǘȅǇŜΣ ŀƴŘ ǘƘŜ ƭŀǘǘŜǊ ŦǊƻƳ ǾŜƛƴŜŘ, green carbonate 

rocks. The Omega Mine produced 214,000 ounces of gold from 1.6 million tons of ore before closure in 1947. 
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Production from the adjoining Kerr Addison property started in 1938 with initial production from veined, green 

carbonate ore. Later prƻŘǳŎǘƛƻƴ ŎŀƳŜ Ƴŀƛƴƭȅ ŦǊƻƳ ȊƻƴŜǎ ƻŦ ǇȅǊƛǘƛŎ άŦƭƻǿ ƻǊŜέ ǿƘƛŎƘ ǿŀǎ ŦƻǳƴŘ ǘƻ ƛƴŎǊŜŀǎŜ ƛƴ ƎǊŀŘŜ 

and continuity with depth. Operations at the Kerr Addison mine ceased in 1996, then under management by AJ 

Perron Gold Corporation. Over its 58 year operating life, the Kerr Addison mine recorded a production of about 16 

million tons of green carbonate ore at a recovered grade of 0.233 oz gold per ton, and 25 million tons of pyritic 

άŦƭƻǿ ƻǊŜέ ŀǘ ŀ ǊŜŎƻǾŜǊŜŘ ƎǊŀŘŜ ƻŦ лΦоол ƻȊ ƎƻƭŘ ǇŜǊ ǘƻƴ. 

Armistice Gold Mines Ltd. (not related to the present Armistice Resources Corp.) acquired the claims around 

Barber Lake and began sinking a vertical exploration shaft in 1945 which was completed in 1947. No substantial 

gold zones were encountered at shallower depths. On the 1250 foot ƭŜǾŜƭΣ ŀ ȊƻƴŜ ƻŦ άŦƭƻǿ ƻǊŜέ ƳŀǘŜǊƛŀƭ мтл ŦŜŜǘ ƛƴ 

length and up to 20 feet in width was outlined grading a reported 0.20 oz gold per ton. However the work was 

terminated in 1947. 

In 1974, Kerr Addison Mines Ltd. optioned the Property, then owned by Sheldon Larder Mines Limited (now Jubilee 

Gold Inc.), and drilled a deep exploration hole from surface collared just south of the shaft (DDH 74-1A and wedge 

cuts 1B, 1C and 1D). Wedging from this hole tested the target formations at three elevations reaching a maximum 

depth of 3,300 feet below surface. The units intersected were interpreted to be similar to those at the adjacent 

Kerr Addison mine to the east. The interpreted unit ŜǉǳƛǾŀƭŜƴǘ ƻŦ ǘƘŜ YŜǊǊ !ŘŘƛǎƻƴ bƻΦ мс άŦƭƻǿ ƻǊŜέ ȊƻƴŜ 

reported a core length intersection of 5.6 ft grading 0.11 oz gold per ton. Kerr Addison attempted to follow up 

underground exploration drilling from a drift heading on the 3850 ft level with inconclusive results. The option 

agreement was terminated in 1978. 

Denison Mines Ltd. optioned the Property in 1980 and drilled a single exploration hole from the north collared 

about 1850 feet west and 1850 feet north of the McGarry shaft (DDH 80-1 and the two wedge cuts from this pilot 

ƘƻƭŜΣ 55IΩǎ ул-1A and 80-1B). Difficulty was experienced penetrating a talc schist, but quartz-veined green 

carbonate rock was eventually intersected at a depth of about 3,300 feet. A zone of weak gold mineralization over 

a core length of 75 feet reported gold grades ranging from 0.050 to 0.005 oz per ton. Denison terminated its 

option soon after completion of this hole. 

In 1986, Armistice Resources Ltd. (continued in 2005 as Armistice Resources Corp.) was formed and acquired the 

Property from Sheldon-Larder (now Jubilee). During the period 1988 to 1990, the effective hoisting size of the 

shaft was enlarged to two standard 6 ft by 6 ft compartments and one manway by replacing the wooden sets with 

concrete set rings and the shaft was deepened to the 2250 ft level. A 9 ft by 8 ft drift was then driven on the 2250 

Level to the west for 1200 ft. Underground diamond drilling was carried out from this drift. Several sub-parallel 

ƳƛƴŜǊŀƭƛȊŜŘ ȊƻƴŜǎ ƛƴǘŜǊǇǊŜǘŜŘ ǘƻ ōŜ ƻŦ ǘƘŜ άŦƭƻǿ ƻǊŜέ ǘȅǇŜ ǿŜǊŜ ƭƻŎŀǘŜŘ ǿƛǘƘƛƴ ŀn alteration sequence about 300 ft 

in width with this drilling. Financial difficulties were experienced during 1990 and the operation was closed and the 

workings allowed to flood. 

No further work was done on the Property until 1994 when the project was reactivated under new Armistice 

management. The hoisting plant was refurbished and the workings de-watered. The shaft was deepened by 40 ft 

to 2290 ft to accommodate a lip-type loading pocket and a sump. Bulk sampling was then carried out in four 

locations. Approximately 60,000 ft of diamond drilling was completed at and above the 2250 Level. 

During 1997, the 2250 Level was extended an additional 1,500 ft to the west (to 2700W) and 400 to the east to 

provide a platform for ŘǊƛƭƭƛƴƎ ŀǘ ŀƴŘ ōŜƭƻǿ ǘƘŜ ƭŜǾŜƭΦ !ƴ άƛƴŦƻǊƳŀǘƛƻƴ ŦƻǊ ŀŎŎŜǎǎέ ŀƎǊŜŜƳŜƴǘ ǿŀǎ ǊŜŀŎƘŜŘ between 

Armistice and NFX Gold Inc. (now Bear Lake Gold Ltd.) which allowed the extension of the drift 1,400 feet west 

onto the NFX claims. Approximately 100,000 feet of drilling was completed in 1997, spread over a strike length of 

3,200 ft and testing a maximum depth of 5,600 feet below surface. 
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In 1998, an additional 60,000 ft of drilling was completed. A prime objective of this programme was to reduce the 

hole intercept spacing to about 100 ft in the vicinity of the 2250 Level. Also, a 500 foot crosscut was driven south 

at 600W on the 2250 Level to facilitate future testing of the mineralized system to depth. At this point, the deepest 

hole to successfully traverse the entire system was DDH 22-млт/ ǿƘƛŎƘ ƛƴǘŜǊǎŜŎǘŜŘ ǎŜǾŜƴ άŦƭƻǿ ƻǊŜέ ǘȅǇŜ 

mineralized zones grading from 0.048 to 0.245 oz gold per ton over core lengths ranging from 2.5 to 15.5 feet at an 

approximate depth of 5,200 ft below surface. 

During March 1998, Roscoe Postle Associates Inc. carried out a scoping study on the project, to assess the 

economic viability of production from the McGarry Property. It was concluded that production could be seriously 

considered by ramping down from the 2250 Level to a depth of 2,600 ft to provide sufficient tonnages and stoping 

areas to support sustained mining operations. This report is not NI 43-101 compliant and is not relied upon. 

In  January 1999, the project was placed on a care-and-maintenance basis pending further financing. The workings 

were kept dewatered until an accident with the skip caused damage to the headframe, shaft timbers, one hoisting 

rope and the skip itself. Hoisting operations in the shaft could not resume pending repair and re-certification. The 

workings were kept dewatered until finally allowed to flood in 2003. 

Following the commencement of a major re-organization of Armistice in 2004, work began to de-water the 

workings, repair and re-certify the hoisting system and generally complete maintenance work in preparation of a 

resumption of underground activities. 

In April 2005, Armistice Resources Ltd. was continued as Armistice Resources Corp. 

Lƴ !ǇǊƛƭ нллтΣ tŀǳƭ ²ƘŜƭŀƴ aƛƴƛƴƎ /ƻƴǘǊŀŎǘƻǊǎ όά²ƘŜƭŀƴέύ ŎƻƳǇƭŜǘŜŘ ǘƘŜ ŘŜǿŀǘŜǊƛƴƎ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎǎΦ ²ƘŜƭŀƴ 

subsequently completed the rehabilitation of the underground infrastructure including the pumping, electrical, 

compressed air, ventilation and water systems. 

The 2250 Level was ready to start an underground diamond drilling programme in June 2007 at which time Heath 

& Sherwood Drilling Inc. (now Cabo Drilling (Ontario) Corp.) was engaged to commence the programme reported 

on in this technical report. 

Following acceptance and filing of The Closure Plan submitted to the Ontario Government, Whelan commenced 

mining activities to provide the basis for the sampling programmes as reported herein. 

Figure 7 shows the mining development on the 2250 Level by work period. This figure also shows the location of 

diamond drilling stations occupied on the 2250 Level during the 2007-2009 work period. 
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Figure  7 - 2250  Level Mining Development and Drill Stations by Work Period and 2007 -2011  

 

In 2009, Armistice carried a programme of diamond drilling in three parts of the property: 

A series of 14 underground holes were drilled from the western end of the 325W drift off the 1050W X/C to test 

ǘƘŜ ƳƛƴŜǊŀƭƛȊŀǘƛƻƴ ƛƴ ǘƘŜ онр² ½ƻƴŜ ƛƴƛǘƛŀƭƭȅ ǘŜǎǘ ōȅ ǘƘŜ άǎƘƻǊǘ ƘƻƭŜέ ǇǊƻƎǊŀƳƳŜ ƛƴ нллуΦ 

Fifteen surface holes within 450 feet of the McGarry shaft to the west testing the McGarry gold mineralization 

potential above the 1250 level. 

Fourteen surface holes testing the McGarry Mill Zone located approximately 3000 feet south of the McGarry shaft. 

In April 2011, Armistice embarked on an underground mining programme to begin pre-production level 

development on the 2250 Level and to complete infrastructure projects required in advance of beginning 

production including 2250 Level loading pocket upgrade and access drifts for ore pass raises and 

ventilation/escapeway raises. New capital equipment purchases have also been made including adding one new 

ǎƪƛǇκŎŀƎŜ ŎƻƳōƛƴŀǘƛƻƴ ǘƻ ŘƻǳōƭŜ ǘƘŜ ǎƪƛǇǇƛƴƎ ŎŀǇŀŎƛǘȅΣ ǳƴŘŜǊƎǊƻǳƴŘ ŘƛŀƳƻƴŘ ŘǊƛƭƭǎΣ ǊŀƛǎŜ ŎƭƛƳōŜǊ όά!ƭƛƳŀƪέύ 

rebuild, long toms, and tracked equipment for the 2050 Level. This programme is ongoing. Approximately 1000 

feet of level development in waste on the 2250 Level has been completed to date. 
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7. Geological Setting 
 

7.0 Regional and Local Geology 

 

The McGarry Property ƭƛŜǎ ŀǎǘǊƛŘŜ ǘƘŜ [ŀǊŘŜǊ [ŀƪŜ ά.ǊŜŀƪέΣ ǿƘƛŎƘ ƛǎ ŀ ǊŜƭŀǘƛǾŜƭȅ ƴŀǊǊƻǿΣ ƘƛƎƘƭȅ ŘƛǎǘǳǊōŜŘ ƭƛƴŜŀǊ 

zone over 200 km in length that extends froƳ ŀōƻǳǘ YƛǊƪƭŀƴŘ [ŀƪŜ ƛƴ hƴǘŀǊƛƻ ǘƻ ±ŀƭ ŘΩhǊ ƛƴ vǳŜōŜŎΦ Lǘ ŎƻƴǎǘƛǘǳǘŜǎ ŀ 

steeply-dipping and strongly faulted lithostructural unit, consisting mainly of a series of interlayered 

metasediments and mafic to ultramafic volcanics. Occasionally, the system is displaced by cross faults. In the area 

of the McGarry Project, the formational strike is 070° and the dip is from 70° to 80° to the north. A regional 

geological map after Thompson (1941) is presented in Figure 8 

 

 

Figure  8 - Regional Geological Map 

 

The LaǊŘŜǊ [ŀƪŜ ά.ǊŜŀƪέ ŦƻǊƳǎ ǘƘŜ ǎƻǳǘƘŜǊƴ ƳŀǊƎƛƴ ƻŦ ǘƘŜ !ōƛǘƛōƛ ƎŜƻǎȅƴŎƭƛƴŜ ǿƘƛŎƘ ǿŀǎ ŦƻǊƳŜŘ ŘǳǊƛƴƎ ŀ ǇŜǊƛƻŘ ƻŦ 

profound orogenic adjustment during the Neo-Archean Period. This involved the collapse of an extensive marine 






























































































































