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COMINCO LTD. 

SUMMARY AND RECOMMENDATION 

Cominco i s  one of the largest  lead and zinc producers i n  the 
world, the largest  f e r t i l i z e r  producer in Canada and a major producer 
of smelter by-products such as s i l ve r  and cadmium. 
company has in te res t s  i n  coal,  s t e e l ,  copper, mercury, gold, t i n ,  
tungsten and potash. 
gas exploration in the Arctic Islands. 

In  addition, the 

Cominco a l s o  has an indirect  i n t e re s t  in o i l  and 

I n  1965, Cominco's earnings were $3.23 per share. Since then 
earnings have been lower each year and i n  1971 were $0.74 per share 
before extraordinary items. This decline can be accounted for l a r -  
gely by an increase i n  the costs of production and transportation 
w i t h o u t  a commensurate increase i n  the prices o f  the majority o f  the 
company's products. 
and rnercury,prices actual ly  declined. 

I n  the case of  some products, such as f e r t i l i z e r s  

In projecting earnings between 1972 and 1974, we assume tha t  
costs wi l l  continue t o  r i s e .  A t  the same time, however, we expect 
tha t  the prices of most of Cominco's products will also r i s e .  We 
foresee f a i r l y  substantial price increases from 1971 levels  for lead, 
zinc, gold and s i lve r  and moderate increases for most o f  the other 
company's products, including f e r t i l i z e r s .  ble expect substant ia l ly  
higher earnings i n  1972 and 1973 t o  be the net r e su l t .  

The one operation which i s  seen as having a negative influence 
on the company's earnings i s  Ford ing  Coal which i s  expected t o w -  
a t e  a t  a loss for some time. We have n o t ,  however, been able t o  e s t -  
imate quantitatively the losses anticipated and for  t h i s  reason we have 
not  taken Fording Coal into account i n  our earnings and cash f l o w -  
estimates, which are as follows: 

---Ac t u a  1 ---- 
1970 1971 

------ Projected-------- 
1974 1973 - - 1972 -- - 

Earnings per share $1.45 0.74 1.16 1 .29  1.23 
Cash Flow per share $3.22 2 .26  2.79 3.19 3.50 
( b o t h  before extraordinary 

i terns) 
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A t  t h e  c u r r e n t  p r i c e  o f  $25$, t h e  m u l t i p l e s  on es t imated  1972, 
1973 and 1974 earn ings and cash f l o w  are:  

1974 - 1973 - 1972 - 
P r i c e  M u l t i p l e  on E s t ' d  Earnings 22.0 19.8 20.7 
P r i c e  M u l t i p l e  on E s t ' d  Cash Flow 9.1 8.0 7.3 

I n  t h e  p a s t  f i v e  years  t h e  h i g h  and low m u l t i p l e s  on earn ings  
and cash f l o w  b e f o r e  e x t r a o r d i n a r y  i tems have been as f o l l o w s :  

P r i c e / E a r n i  ngs Pr ice/Cash Flow 
R a t i o  R a t i o  

Low - Low High - High 

1971 
1970 
1969 
1968 
1967 

Mean 

34.3 24.2 11.2 7.9 
24.6 13.2 11.1 5.9 
26.8 18.3 12.7 8 .? 
21 .o 10.5 11 .a, 6.3 

6.8 10.8 9.6 15.3 
24.4 75.4 11.2 7.1 

- - - 

I n  a t t e m p t i n g  t o  es t imate  f u t u r e  p r i c e  ranges u s i n g  mu1 t i p l e s ,  
cash f l o w  m u l t i p l e s  would appear t o  be b e t t e r  than earn ings m u l t i p l e s  
as t h e r e  has been more v a r i a b i l i t y  f rom t h e  mean i n  t h e  l a t t e r  than 
i n  t h e  former d u r i n g  t h e  pas t  f i v e  years.  

I t  i s  c l e a r  t h a t  Cominco i s  c u r r e n t l y  t r a d i n g  a t  t h e  lower  end 
o f  i t s  cash f l o w  m u l t i p l e  range (us ing  1973 e s t i p a t e d  cash f l o w ) .  

Our 1973 cash f l o w  however, does n o t  r e f l e c t  t h e  a n t i c i p a t e d  
losses  o f  Ford ing Coal ,  which c o u l d  be s u b s t a n t i a l .  Because o f  t h e  
u n c e r t a i n t y  which Ford ing  Coal c o n s t i t u t e s ,  we a r e  n o t  recommending 
t h e  purchase of Cominco s tock .  

For ho lders  o f  Ccminco, we suggest a c a r e f u l  weighing o f  t h e  f o l -  
low ing  f i v e  f a c t o r s  which we cons ider  cou ld  a f f e c t  t h e  near t o  medium 
term o u t l o o k  f o r  t h e  p r i c e  o f  t h e  s tock :  

(1 )  
umbia. 
t h a t  p rov ince .  ( I n  our  jucigment, however, Cominco's n e t  earn ings 
w i l l  n o t  be m a t e r i a l l y  a f f e c t e d .  Our assumptions f o r  t h i s  c o n c l u s i o n  
a r e  d iscussed i n  Appendix I V . )  

The r e c e n t  e l e c t i o n  o f  t h e  New Democratic P a r t y  i n  B r i t i s h  Col -  
T h i s  may dampen i n v e s t o r  i n t e r e s t  i n  companies l o c a t e d  i n  

(2 )  The r e c e n t  s o f t e n i n g  o f  l e a d  p r i c e s  i n  Nor th  America. 
have a s l i g h t l y  negat ive  e f f e c t  on t h e  s tock  p r i c e .  

T h i s  c o u l d  
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( 3 )  The widespread anticipation of further increases i n  zinc prices 
i n  the next one t o  six months. 
the stock price. 

This should have a positive effect  on 

(4 )  The possibil i ty of an announcement by Cominco i n  the f a i r l y  near 
future of  a decision t o  build a copper smelter a t  Kimberley. Such a 
smelter could add u p  t o  20$ per share t o  the company's earnings a f t e r  
1974. 

(5 )  The exploration act ivi ty  o f  Panarctic Oils Limited, i n  which 
Corninco has a 9% interest .  
months and could well exert an upward pressure on the stock price. 
(Arctic dr i l l ing a c t i v i t y  may explain why, i n  the l a s t  four years, 
Cominco has risen i n  price from the beginning o f  October i n  one year 
t o  the end of January the fol lowing year by an average o f  a b o u t  20%).  

This will be a t  a peak i n  the coming 

Based on the above considerations we would recommend t h a t  current 
Cominco holders eliminate their  positions should the shares advance i n t o  
the h i g h  $20 or low $30 range on an announcement of a zinc price increase 
or on any significant discovery by Panarctic. 

This recommendation assumes that Ford ing  Coal will no t  be prof i t -  
able and t h a t  projects l ike Valley Copper are s t i l l  a long way from 
contributing t o  earnings. I f ,  however, some o f  these uncertainties 
are resolved, our o p i n i o n  on the out look  for Cominco wi l l  be reviewed. 
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LEAD AND ZINC 

Approximately 50% of Cominco's g ross  revenue i n  1971 was from the 
s a l e  of lead  and zinc,  ei ther as metal or i n  concentrate form. 
profits from lead  and zinc i n  1971 accounted for 54% of Cominco's t o t a l  
opera t ing  profits. The l a t t e r  f i g u r e  i s  expected t o  d e c l i n e  t o  53% i n  
1974. 

Operat ing 

Mine Production 

Cominco has three lead  and zinc mines w h i c h  are currently ope ra t ing  
and two lead  and zinc properties which will be i n  product ion by 1974. 

(1 )  The  S u l l i v a n ,  which commenced production i n  the 1890 ' s ,  i s  
located a t  Kimberley, British Columbia. 
figures covering the 1969 t o  1974 per iod a r e  g i v e n  i n  Table  1 .  

Actual and pro jec ted  product ion 

TABLE 1 

SULLIVAN PRODUCTION 1969 - 1974 

Ore Milled 000 tons  2,158 2,121 1,980 2,170 
tons per day 5,910 5,810 5,420 5,890 

Grades 
% Lead 4.7 4.5 6.0 4.9 
% Zinc 4 .3  4 .5  5.3 4.8 

E s t ' d  Recoveries 
Lead % 81 81 81 81 
Zinc % 87 87 87 87 

Recoverable Metal 
Lead - tons 76,000 72,000 89,000 80,000 
Zinc - t ons  75,000 66,000 82,000 74,000 

2,170 2,170 
5,890 5,890 

4 .5  4.5 
4.8 4.8 

81 81 
87 87 

73,000 73,000 
67,000 67,000 

Lead and z inc  grades i n  1971 were higher t h a n  i n  1969 and 1970 
as a result of  mining ope ra t ions  moving i n t o  a r e l a t i v e l y  high grade 
zone. This zone i s  now c l o s e  t o  b e i n g  mined ou t  and the grades have 
dec l ined  as shown i n  the t a b l e .  

( 2 )  Pine P o i n t ,  which commenced product ion i n  1965, i s  loca ted  

Actual and pro jec ted  production from 1969 t o  1974 i s  sum- 
near the southern shore  of the Great  S lave  Lake i n  the Northwest Ter- 
r i tories.  
marized i n  Table  2. 
Cominco. )* 

(P ine  P o i n t  Mines Limited i s  69.2% owned by 

* A d e t a i l e d  report on Pine Po in t ,  published i n  March 1972, i s  a v a i l -  
a b l e  upon request. 
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TABLE 2 

P I N E  POINT PRODUCTION 1969 - 1974 

------- Actual  ------- ----Projected-------  
1969 1970 1971 - 1972 - 1973 - 1974 - - - 

Ore M i l l e d  000 tons 3,605 3,860 3,892 3,800 3,850 3,850 
tons per day 9,877 10,600 10,700 10,400 10,500 10,500 

Grades 
X Lead 3.2 3.0 2.6 2.6 2.6 2.6 
% Zinc 7.4 7.1 6.5 6.2 6.1 6.1 

E s t ' d  Recoveries 
Lead % 89.1 88.1 86.2 86.0 86.0 86.0 

Recoverable Metal 
Zinc % 92.1 96.5 93.2 92.0 93.0 93.0 

Lead - tons 96,000 107,000 81,000 79,000 80,000 80,000 
Zinc - tons 220,000 244,000 211,000 195,000 196,000 196,000 

(3)  Magmont, which commenced product ion i n  1968, i s  l oca ted  
i n  t h e  f'New Lead B e l t "  i n  Missour i .  Product ion i s  summarized i n  
Table 3. (Magmont mine i s  a 50:50 j o i n t  venture o f  Cominco American 
Inc .  and Dresser I n d u s t r i e s  Ltd. )  

TABLE 3 

MAGMONT PRODUCTION 1969 - 1974 

..------ Actual  ------- ----- Projected------  
1969 1970 1971 1972 - 1973 - 1974 - - -- 

Ore M i l l e d  000 tons 593 859 1,040 1,050 1,080 
tons per day 1,624 2,353 2,849 2,876 2,958 

Grades 
% Lead 10.9 10.6 7.7 7.6 7.4 
% Zinc 1.3 1.3 0.8 0.7 0.7 

Lead % 90 90 90 90 90 
Zinc % 90 90 90 90 90 

Lead - tons 55,000 78,000 68,000 68,000 68,000 
Zinc - tons 6,000 9,000 6,000 6,000 6,000 

E s t ' d  Recoveries 

Recoverable Metal 

1,080 
2 , 958 

7.4 
0.7 

90 
90 

68,000 
6,000 

(4)  The H. B. mine, loca ted  near Salmo, B r i t i s h  Columbia, has 
I t  w i l l  be brought back i n t o  p roduc t ion  been shut down s ince 1966. 

i n  the  f i r s t  quar te r  o f  1973. 
i n  Table 4. 

Our product ion est imates are  summarized 
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TABLE 4 

PROJECTED H.B. PRODUCTION 1973 - 1974 

Ore M i l l e d  000 tons  

Grades 

E s t ' d  Recover ies 

Recoverable Metal  

tons  per  day 

% Lead 
X Zinc  

Lead % 
Z inc  % 

Lead - tons 
Z inc  - tons  

1974 - 1973 - 
274 

1,000 

1 .o 
4.5 

85 
90 

2,200 
10,200 

365 
1,000 

1 .o 
4.5 

85 
90 

2,800 
13,600 

(5)  
p r o d u c t i o n  l a t e  i n  1973 o r  e a r l y  i n  1974 t h e  B lack  Anqel p r o p e r t y  owned 
by Greenex A/S, i n  which Cominco has a 61.5% i n t e r e s t  ( th rough Vestgron 
Mines L t d . ) .  
g i v e n  i n  Table 5.* 

I n  western Greenland a programme i s  underway t o  b r i n g  i n t o  

Our assumptions and p r o d u c t i o n  es t imate  f o r  1974 a r e  

TABLE 5 

PROJECTED BLACK ANGEL PRODUCTION - 1974 

Ore M i l l e d  
tons per  

Grades 
% Lead 
% Z inc  

000 tons  
day 

E s t ' d  Recover ies 

Recoverable Neta l  tons  

Lead % 
Z inc  % 

Lead 
Z inc 

1974 

664 
1,820 

7.0 
15.0 

85.0 
85.0 

37,500 
76,200 

Note: The planned d a i l y  m i l l i n g  r a t e  i s  1,650 m e t r i c  tons  = 1,820 
s h o r t  tons.  

Cominco's i n t e r e s t  i n  a c t u a l  and p r o j e c t e d  l e a d  and z i n c  mine 
p r o d u c t i o n  f rom 1969 t o  1974 i s  as shown i n  Table 6. 

* See Appendix I T 1  f c r  an e s t i m a t e  o f  earn ings from t h i s  o p e r a t i o n .  

(We understand t h a t  sa les  c o n t r a c t s  are  i n  t h e  process o f  be ing 
f i n a l i z e d . )  
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TABLE 6 

TOTAL MINE PRODUCTION (COMINCO'S INTEREST) 1969 - 1974 

Actual  ------- --.-- Projected------  
1969 - 1970 1971 - 1972 - 1973 - 1974 
----I-- 

- 
000 shor t  tons 
Recoverable Metal : 

Lead i n  concentrate 178 194 188 169 164 189 
Zinc i n  concentrate 231 251 242 21 2 21 6 267 

409 445 430 381 380 456 

% Change t 1 4  + 9  - 3  -1 1 - +20 

Note: The 1969 t o  1971 f i g u r e s  i nc lude  product ion from t h e  B luebe l l  
mine, which was shut down a t  t he  end o f  1971 when o re  reserves 
were exhausted. 

Ore Reserves 

The lead-z inc o r e  reserves a t  Cominco's opera t ing  mines and a t  
t he  H.B. and Black Angel mines a re  g iven i n  Table 7. 

TABLE 7 

LEAD Z I N C  ORE RESERVES 

Combined 000 tons Years 
Reserves Grade 
000 tons % 

% Contained Metal o f  W 
fa - -  Lead Zinc Lead 2 i n c  Product ion 

Sul 1 i van 63,500 10.8 4.9 E 5.9 E 3,110 3,750 30 
Pine P o i n t  41,900 8.4 2.4 6.0 1,010 2,510 11 
Magmo n t 12,500 7.9 7.1 E 0.8 E 900 100 12 
H.B. 1,500 E 5.5 E 1.0 E 4.5 E 20 70 4 
Black Angel 4 , 000 22.0 E 7.0 E 15.0 E 300 600 6 m m  
Note: S u l l i v a n  reserve grades do n o t  a l l o w  f o r  d i l u t i o n  and a re  the re fo re  

h igher  than the  average produc t ion  grades g iven i n  Table 1. 



8 

Metal Product ion 

All o f  t h e  S u l l i v a n  and most o f  t h e  Pine P o i n t  l ead  and z inc  con- 
cent ra tes  a re  t rea ted  a t  T r a i l ,  B r i t i s h  Columbia. Cominco has had lead  
and z inc  p l a n t s  i n  ope ra t i on  a t  T r a i l  s ince  1901 and 1916 respec t i ve l y .  

The lead  smel ter  and r e f i n e r y  have an annual capac i t y  o f  190,000 
tons bu t  p roduc t ion  i s  c u r r e n t l y  a t  t h e  165,000 t o n  l e v e l .  
t o  concentrates from Pine P o i n t  and t h e  Su l l i van ,  t h e  lead smel ter  t r e a t s  
concentrates purchased from o the r  Canadian mines. 

In a d d i t i o n  

Pro&ct ion  o f  l e a  a t  t h e  T r a i l  smel ter  and r e f i n e r y  between 1969 
and 1971 w i t h  p r o j e c t i o n s  t o  1974 a re  g iven i n  Table 8. 

TABLE 8 

PRODUCTION OF LEAD METAL 1969 - 1974 

--..-.-- Actual------ -  ----Projected------- 
1969 1970 1971 1972 1973 - 1974 - - - - - 

Lead prod. 000 tons 
from own concentrate 153 149 150 131 126 127 

17 36 13 34 39 48 from purchased 
170 185 163 165 165 175 
- - - I - -  

E a r l y  i n  1972 Cominco commissioned a p i l o t  p l a n t  t o  t e s t  a unique 

Should the  process prove economic, Cominco might  be expected t o  
oxygen smel t ing  process t h a t  t h e  company has been developing f o r  some 
t ime. 
consider cons t ruc t i ng  a new lead  p l a n t  a t  some f u t u r e  date.  

The capac i ty  o f  t h e  z inc  roas te rs  a t  T r a i l  was r e c e n t l y  increased 
t o  300,000 tons per  year  by the  i n s t a l l a t i o n  o f  two new f l u i d  bed 
roas ters .  Over t h e  next  18 months the  e l e c t r o l y t i c  r e f i n e r y  w i l l  be 
expanded from 263,000 tons t o  300,000 tons. 
tons o f  r e f i n e d  z i n c  i s  ta rge ted  f o r  1974. 

Product ion o f  300,000 

a t  t h e  T r a i l  z i nc  p l a n t  between 1969 and 1971 
w i t h  p r o j e c t i o n s  t o  1974 a r e  g iven in Table 9. 

TABLE 9 

PRODUCTION OF Z I N C  METAL 1969 - 1974 

Zinc Product ion 
000 tons 225 222 21 1 265 280 300 
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Market ing,  P r i c e s  and Revenue 

Corninco s e l l s  l e a d  and z i n c  i n  b o t h  meta l  and concent ra te  form. 

We es t imate  t h a t  o f  t h e  l e a d  produced a t  T r a i l ,  about 20% i s  
s o l d  i n  Canada, 35% i n  t h e  U n i t e d  S t a t e s  and 45% overseas. 

O f  t h e  z i n c  s o l d  we e s t i m a t e  t h a t  i n  t h e  1969 t o  1971 p e r i o d  ap- 
p r o x i m a t e l y  30% was s o l d  t o  Canadian markets, 37% i n  t h e  U n i t e d  S t a t e s  
and 33% overseas. The a d d i t i o n a l  tonnages o f  z i n c  which w i l l  be p ro-  
duced a t  T r a i l  i n  1972 and t h e r e a f t e r  we assume w i l l  be marketed i n  t h e  
U n i t e d  S t a t e s  where a shor tage o f  t h i s  meta l  has developed. 
p r o j e c t i o n s  f o r  t h e  years 1972 t o  1974 a r e  based on t h i s  assumption and 
o u r  r e s u l t i n g  est imates o f  z i n c  s a l e s  i n  t h e  v a r i o u s  marke t ing  areas 
a r e  as f o l l o w s :  

Our revenue 

Canada U.S.A. Overseas 

1972 
1973 
1974 

24% 50% 26% 
23% 53% 24% 
21 % 56% 23% 

Since Cominco w i l l  be producing p r o g r e s s i v e l y  more z i n c  meta l  i n  
1972 and 1973, l e s s  z i n c  concent ra te  w i l l  be a v a i l a b l e  f o r  s a l e  i n  
those years compared w i t h  t h e  preceeding years.  I n  1974, B l a c k  Angel 
p r o d u c t i o n  w i l l  r e s t o r e  p o t e n t i a l  sa les  c l o s e  t o  t h e  former l e v e l .  Our 
est imates o f  p o t e n t i a l  sa les  f rom 1969 t o  1974 a r e  g i v e n  i n  Table 10. 

TABLE 10 

ESTIMATED Z I N C  CONCENTRATE SALES 1969 - 1974 

1972 1973 - 1974 

000 tons  94 111 105 35 25 95 

- 1969 - 1970 - 1971 - - 
Zinc i n  concent ra te  

Sales o f  z i n c  concent ra te  a r e  made t o  Japan, I n d i a  and Europe on 
t h e  bas is  o f  t h e  European Producer P r i c e .  

Lead and z i n c  meta l  f rom T r a i l  i s  s o l d  a t  b o t h  European and N o r t h  
American p r i c e s ,  depending on t h e  c o u n t r y  o f  d e l i v e r y .  
annual p r i c e s  r e c e i v e d  f rom 1969 t o  1971 w i t h  p r o j e c t i o n s  t o  1974 a r e  
g i v e n  i n  Table 11. 

Est imated average 
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TABLE 11 

ESTIMATED AVERAGE PRICES FOR LEAD AND Z INC FROM TRAIL 1969 - 1974 

1969 1970 1971 - 1972 - 1973 1974 - 
Lead U.S. $ / l b  13.9 14.7 12.6 14.5 14.5 15.5 
Z inc  U.S. $ / l b  14.5 15.5 16.6 19.6 21.1 21.1 

The main assumptions used t o  d e r i v e  these es t imates  are :  

( 1 )  annual l e a d  and z i n c  p r i c e s  i n  Europe, t h e  U.S.A. and Canada 
as g i v e n  i n  Appendix I . *  

(2 )  s a l e s  i n  t h e  v a r i o u s  marke t ing  areas as descr ibed above. 

( 3 )  f o r  z i n c  , 
f o r  G.0.B z i n c  i n  Europe and Prime Western i n  t h e  U n i t e d  
Sta tes ,  i n  c o n s i d e r a t i o n  o f  t h e  f a c t  t h a t  most o f  Cominco's 
z i n c  p r o d u c t i o n  i s  i n  t h e  form o f  Spec ia l  High Grade. 

an average premium o f  0.8c p e r  pound over  p r i c e s  

Magmont's l e a d  and z i n c  p r o d u c t i o n  i s  s o l d  on t h e  b a s i s  o f  U.S. 
producer p r i c e s  

Operat ing P r o f i t  f rom Lead and Z inc  Operat ions 

Cominco's h i s t o r i c a l  and p r o j e c t e d  p r o f i t s  f rom l e a d  and z i n c  
b e f o r e  deduct ing  d e p r e c i a t i o n ,  m i n o r i t y  i n t e r e s t s  and taxes i n  t h e  
p e r i o d  1969 t o  1974 a r e  g i v e n  i n  Table 12. 

* The o u t l o o k s  f o r  l e a d  and z inc ,  as we see them, have been d iscussed 
a t  l e n g t h  i n  o u r  r e p o r t s  on t h e  l e a d  and z i n c  i n d u s t r i e s ,  pub l i shed 
i n  February, 1972. 
re leases  on t h e  l e a d  and z i n c  i n d u s t r i e s  pub l i shed i n  A p r i l  and 
August, 1972. 

These r e p o r t s  have been f o l l o w e d  up by  q u a r t e r l y  
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TABLE 12 

OPERATING PROFITS FROM LEAD AND Z I N C  OPERATIONS 

1969 - 1974 

----- Pro jected-- - - - -  
1972 1973 1974 - 

------ H i s t o r i c a l  ---- 
1969 1970 1971 $000,000 I s - - 

154.0 150.0 184.0 190.7 223.5 Gross Revenue $US 141.3 
Less: US Impor t  

Duty 2.4 
T r a n s p o r t a t  In  21 .9 

Net  Revenue US Funds 117.0 
Exchange Rate (%) 93.0 
Net  Revenue Cdn 

Funds 125.8 
Less: Operat ing Costs 

S u l l  i v a n  13.1 
P ine  P o i n t  31.3 

B l u e b e l l  (H.B. 
i n  1973-74) 1.5 

Magmont 2.8 
Black Angel - 
Lead P l a n t  9.3 
Z inc  P l a n t  19.2 
T o t a l  77.2 

48.6 
Less: Purchased 

l e a d  conc. 6.2 
I n v e n t o r y  
decrease - 

E x p l o r a t i o n  8.4 
Misc.  k . g .  

Research) 0.4 
15.0 

2.4 
23.3 

3.1 
23.9 

3.2 3.2 3.5 
24.1 24.0 27.0 

156.7 163.5 193.0 
101.1 102.0 102.0 

- -- 
128.3 

96.5 
123.0 

98.5 

133.0 124.9 155.0 160.3 189.2 

14.4 15.2 16.0 
35.3 36.7 38.4 

13.4 
34.8 

13.0 
32.7 

1.5 
4.2 

1.6 
5.3 

10.1 
19.6 

- 
- 1.9 2.6 
5.6 6.0 6.2 - - 13.3 

10.4 10.6 11.6 
25.2 27.2 29.7 

- 
10.8 
19.8 

90.9 97.6 116.6 
64.1 62.7 72.6 

82.3 
42.6 

6.5 5.5 7.5 7.9 9.1 

- 9.0 
5.5 

- 2.0 
6.6 

t 6.0 + 4.0 t 6.0 
5.6 6.0 6.0 

2.1 2.1 2.1 - -- 2.1 
12.2 

1.7 
4.7 21.2 20.0 23.2 

Opera t i  ng P r o f i t  
Cdn. Funds 33.6 43.8 30.4 42.9 42.7 49.4 

Notes: (1 )  A l l  o f  t h e  above f i g u r e s  a r e  es t imated  except "Net Rev- 
enue Canadian Funds" i n  1969 and 1970, which were r e p o r t e d  
i n  t h e  A p r i l  1971 Prospectus, and "Exp lo ra t ion ' '  i n  1969, 
1970 and 1971. 

( 2 )  "Transpor ta t ion"  does n o t  i n c l u d e  t h e  c o s t s  o f  sh ipp ing  
concentrates f rom P ine  P o i n t .  These a r e  i n c l u d e d  i n  P ine  
P o i n t ' s  o p e r a t i n g  cos ts .  
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(3 )  "Cost o f  Purchased Lead Concentrate' '  does n o t  i n c l u d e  t h e  
c o s t  o f  con ta ined s i l v e r .  T h i s  i s  accounted f o r  l a t e r  
i n  t h i s  r e p o r t .  

Undeveloped Lead Z inc  P r o p e r t i e s  

Cominco i s  i n v e s t i g a t i n g  a number o f  l e a d  z i n c  prospects  i n  Canada 
O f  these, t h e  f o l l o w i n g  a r e  t h e  most s i g n i f -  and i n  f o r e i g n  c o u n t r i e s .  

i c a n t :  

Rubia les (63% i n t e r e s t )  

A t  t h e  end o f  1971 a d e t a i l e d  underground assessment was i n  progress 
on t h i s  medium s i z e  medium grade d e p o s i t  l o c a t e d  i n  Nor thern  Spain. 
p r o d u c t i o n  d e c i s i o n  i s  expected by mid-1973. 

A 

L i t t l e  C o r n w a l l i s  I s l a n d  (75% i n t e r e s t )  

I n  1971 a d e p o s i t  g rad ing  i n  excess o f  20% combined l e a d  and z i n c  
w i t h  an i n d i c a t e d  p o t e n t i a l  o f  over  20 m i l l i o n  t o n s  was d iscovered on 
L i t t l e  C o r n w a l l i s  I s l a n d  i n  t h e  Canadian A r c t i c  by A r v i k  Mines Ltd. ,  
i n  which Cominco has a 75% i n t e r e s t . *  An i n c l i n e  i s  c u r r e n t l y  be ing 
d r i v e n  i n t o  t h e  d e p o s i t  w i t h  t h e  i n t e n t i o n  o f  p r o v i n g  up t h e  i n f e r r e d  
reserves.  Cominco has undertaken t o  spend $4,000,000 on t h i s  p r o p e r t y .  

E a t h u r s t  Norsemines ( c u r r e n t l y  19% b u t  o p t i o n  f o r  up t o  54%) 

Up t o  t h e  end o f  1971 Cominco had spent $900,000 on an e x t e n s i v e  
s i l v e r - l e a d - z i n c  p r o p e r t y  be longing t o  B a t h u r s t  Norsemines and l o c a t e d  
a t  Hacket t  R i v e r  i n  t h e  Northwest T e r r i t o r i e s .  
t o t a l  o f  $6,000,000 f o r  e x p l o r a t i o n  on t h i s  prospect ,  Cominco may earn 
up t o  6,500,000 o f  t h e  12,000,000 a u t h o r i z e d  shares. 

By expending up t o  a 

I t  i s  most u n l i k e l y  t h a t  p r o d u c t i o n  w i l l  coltlmence a t  any o f  these 
p r o p e r t i e s  b e f o r e  1975. 

* The o t h e r  25% i s  h e l d  by Bankeno Mines L t d .  
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OTHER METALS AND METALLURGICAL PRODUCTS 

Approximately 25% o f  Cominco's gross revenue i n  1971 was f rom t h e  
s a l e  o f  meta ls  and m e t a l l u r g i c a l  products  o t h e r  t h a n  l e a d  and z i n c .  
Operat ing p r o f i t s  f rom t h i s  group o f  products  accounted f o r  31% o f  
Corninco's t o t a l  o p e r a t i n g  p r o f i t s  i n  1971. 
pected t o  remain unchanged t o  1974. 

The l a t t e r  f i g u r e  i s  ex- 

Cominco i s  t h e  s o l e  owner o f  Western Canada S t e e l  L t d .  which has 
p l a n t s  i n  Vancouver and Calgary producing s t e e l  forms f o r  t h e  c o n s t r u c t i o n  
i ndu s try. 

Cominco operates a smal l  copper mine i n  B r i t i s h  Columbia and has 
a 70% i n t e r e s t  i n  t h e  e x t e n s i v e  V a l l e y  Copper-Lake Zone orebody i n  t h e  
same prov ince .  The e r e c t i o n  o f  a 70,000 t o n  per  year  copper smel te r  
a t  Kimberl ey i s  c u r r e n t l y  be ing considered. 

The company owns t h e  o n l y  mercury mine i n  Canada, l o c a t e d  i n  
B r i t i s h  Columbia, and produces g o l d  f rom two mines i n  t h e  Northwest 
T e r r i t o r i e s .  

S u b s t a n t i a l  q u a n t i t i e s  o f  r e f i n e d  s i l v e r  a r e  produced a t  t h e  T r a i l  
s i l v e r  r e f i n e r y  f rom s i l v e r - l e a d  drosses, which a r e  a by-product  o f  t h e  
smel t ing  o f  1 ead concentrates 
a r e  cadmium, go ld,  bismuth, indium, ant i rnonia l  l e a d  and t i n  concent ra te .  

A1 so recovered as by-products  

S m e  o f  t h e  by-products f rom T r a i l  a r e  used f o r  t h e  manufacture o f  
h i g h  p u r i t y  meta l  preforms which a r e  s o l d  t o  t h e  e l e c t r o n i c s  i n d u s t r y .  
Cominco a l s o  manufactures z i n c  d i e  c a s t i n g s  f o r  t h e  housing and au to-  
m o t i v e  i n d u s t r i e s .  

I n  1971 Cominco acqu i red  a 55% i n t e r e s t  i n  A b e r f o y l e  L i m i t e d ,  an 
A u s t r a l i a n  min ing  group producing s u b s t a n t i a l  q u a n t i t i e s  o f  t i n  and 
tungsten and s m a l l e r  amounts o f  o t h e r  meta ls .  
revenue t o  Cominco, A b e r f o y l e  has g i v e n  t h e  company a broad e x p l o r a t i o n  
base i n  A u s t r a l i a .  

Besides c o n t r i b u t i n g  

I r o n  and Stee l  

Western Canada Stee l  L t d .  operates a 100,000 t o n  p e r  y e a r  p l a n t  
i n  Vancouver producing r o l l e d  s t e e l  products  and i n d u s t r i a l  f a s t e n e r s  
and a 50,000 t o n  p l a n t  i n  Calgary producing r e i n f o r c i n g  bars .  

Output  o f  s t e e l  products  a t  Western Canada's two s t e e l  p l a n t s  
was c l o s e  t o  c a p a c i t y  i n  1969, 1970 and 1971 and i n  each o f  these years  
t h e  e n t i r e  p r o d u c t i o n  was s o l d  - p r i m a r i l y  i n  Canada. 
est imates f o r  1972 t o  1974, as g i v e n  i n  Table 13, assume t h a t  p r o d u c t i o n  
w i l l  c o n t i n u e  t o  be c l o s e  t o  c a p a c i t y  and w i l l  f i n d  ready markets.  The 
sa les p r o j e c t i o n s  shown a r e  based on t h e  assumption t h a t  t h e  average 

Our p r o d u c t i o n  

. p r i c e  r e c e i v e d  f o r  t h e  s t e e l  products  w i l l  i nc rease a t  4% a n n u a l l y .  
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TABLE 1 3  

STEEL PRODUCTION A N D  REVENUE 1969 - 1974 

- - - - - - Actual ------- ----Projected------- 
1969 1970 - 1971 1972 1973 -- 1974 - - 

Production - tons 143,100 145,600 146,000 146,000 146,000 146,000 
Revenue Cdn. $000 24,000 25,000 25,000 26,000 27,000 28,000 

Copper 

(1 1 Coast Comer ComDanv Limited 

Cominco has a 95% i n t e r e s t  i n  Coast Copper Company Limited 

Production i s  mi l l ed  a t  Benson Lake ' s  750 

w h i c h  owns the Coast Copper and Benson Lake mines on Vancouver I s l and .  
The Coast Copper mine was c losed  i n  1969 s h o r t l y  a f t e r  the Benson Lake 
mine came i n t o  ope ra t ion .  
ton  per day concen t r a to r .  

Ore reserves a t  the Benson Lake mine on December 31, 1971 
were 830,000 tons  averaging 1.6% copper .  

Production and  revenue figures from 1969 t o  1971 a r e  g i v e n  
As th i s  mine i s  i n  Table 14 together w i t h  our  p r o j e c t i o n s  f o r  1972. 

c u r r e n t l y  ope ra t ing  a t  a l o s s  and the out look i s  f o r  p rogres s ive ly  
lower g rades ,  we assume t h a t  i t  F i l l  be shut down a t  the  end o f  the 
y e a r  

T A B L E  14 

COAST C O P P E R  PRODUCTION AND R E V E N U E  1969 - 1972 

Ore Milled 000 tons 
Average Grade % 
Payable Copper i n  

Average LME p r i c e  

Gross Sa le s  ( E )  

Less: Marketing 

Revenue 

concentrate 000 l b .  

$us 
us $OOO'S 

Costs  ( E )  

us $ O O O ' S  

Cdn. $ 0 0 0 ' ~  

238 291 296 
1.37 2.0 2.0 

8,300 11,500 11,500 

0.67 0.64 0.51 

5,600 7,400 4,600 

900 1,300 900 

4,700 6,100 4,700 

4,900 6,300 4,800 

Pro j ec t ed 
1972 - 

296 
1.8 

9,900 

0.48 

4,800 

800 

4,000 

3,900 

Note: Coast Copper was consol ida ted  w i t h  Cominco i n  mid-1969. 
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( 2 )  Valley Copper 

In 1968 Valley Copper Mines Limited, a company managed and 
controlled by Cominco (70% in t e re s t )  discovered an orebody i n  British 
Columbia containing more than one b i l l ion  tons grading approximately 
0.48% copper. 

This deposit, known as the Valley Copper - Lake Zone orebody, 
extends into the property where Bethlehem Copper Corporation i s  already 
conducting large scale  copper m i n i n g  operations. 
the two companies 80 7: of the Lake Zone ore will be mined and milled by 
Valley Copper and 20% by Bethlehem. 

By an agreement between 

Valley Copper has for some time been attempting to  arrange 
i t s  share of the financing and sales  agreements tha t  would be required 
for  a 55,000 ton per day operation. There i s ,  however, a world surplus 
of copper metal and concentrates a n d ,  as a r e su l t ,  no sa t i s fac tory  ar-  
rangements for the sa l e  of  t h i s  production have been made. 

World copper stocks a re  n o t  expected t o  decline appreciably 
over the next 6 months and i t  i s  qui te  possible tha t  a t  the end of 
1972, a surplus will continue t o  be anticipated for  some time to  come. 
Therefore, a1 though Valley Copper i s  attempting t o  conclude sa les  agree- 
ments i n  1972, there remains a d i s t i n c t  possibi l i ty  tha t  a sat isfactory 
arrangement will no t  be reached t h i s  year and tha t  negotiations will 
continue i n t o  1973. 

I f ,  however, sales  and financing can be arranged by the end 
of 1972, the Valley Copper orebody could be i n  production by mid-1975. 
Given the assumptions outlined i n  our report on Bethlehem Copper Cor- 
poration Limited* (including the assumption of SO$ copper) we estimate 
annual net earnings t o  Valley Copper of about $6,700,000. This would 
be equivalent t o  $4,700,000 or $0.28 per share t o  Cominco. 

( 3 )  Copper SmeI t e r  

For some time Cominco has been studying the f e a s i b i l i t y  of  
u s i n g  the larger of the two electrothermic i ron furnaces a t  Kimberley 
as a copper smelter w i t h  an annual capacity of 70,000 tons. 

Fac i l i t i es  already ex i s t  a t  Kimberley which, w i t h  some mod- 
i f ica t ion ,  could be ut i l ized in a copper smelter complex. Construction 
a t  Kimberley would therefore be effected a t  a much lower i n i t i a l  capital  
cost  than where these f a c i l i t i e s  do not  exist.** Cominco will be pro- 
vided w j t h  an additional incentive t o  build a smelter by financial a s s i s t -  
ance from the Federal Government amounting t o  $1,500,000, 

* Published i n  February 1972. 
** We estimate that  about  $15,000,000 will be required. 
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I t  i s  impossible a t  this  stage t o  estimate w i t h  any reasonable 
degree of accuracy the earnings which a 70,000 ton  per year copper 
smelter would contribute t o  Cominco's consolidated earnings. In very 
approximate figures however, we consider i t  most unlikely t h a t  op- 
erating prof i t  would exceed 6$  per pound of copper produced. After 
allowing fo r  depreciation and taxes, net earnings from this  operation 
would not ,  on this  basis, exceed 20$ per share. 

A copper smelter a t  Kimberley however, i s  not significant only 
from the standpoint o f  contributing t o  Cominco's earnings. 
interesting that the 55,000 ton per day operation being considered for 
the  Val 1 ey Copper deposit would be equivalent to approximately 70,000 
tons of  copper metal per year. Should financing be arranged for Valley 
Copper, i t  i s  reasonable t o  expect the mine's production t o  be treated 

- a t  th i s  smelter and sold as metal rather than  t o  be sold i n  concentrate 
form t o  another smelter. 

It i s  

A smelter could therefore favourably affect  the possibility o f  
Valley Copper being brought i n  since forward sales of production could 
probably be arranged more readily i n  metal t h a n  i n  concentrate form. 

Our 1974 earnings estimates do not  include potential earnings from 
the smelter since production would be unlikely t o  commence before the 
l a s t  quarter of  the year. 

Silver 

Refined s i lver  i s  produced a t  the Trail  s i lver  refinery from 
Sullivan lead concentrate and from a number o f  purchased lead con- 
centrates. The Bluebell mine was also a s i lver  producer until i t  was 
closed a t  the end o f  1971. 
s i lver  are purchased periodically and the s i lver  i s  extracted. 

I n  a d d i t i o n ,  smelter drosses containing 

Annual  production o f  si lver  from 1969 t o  1971, w i t h  the percentage 
derived from Cominco's own concentrates, i s  given i n  Table 15 .  Projec- 
tions t o  1974 are also given, these being related t o  our projections o f  
Su17 ivan lead concentrate production and 1 ead metal production a t  Tra i l  . 

TABLE 15 

SILVER PRODUCTION AND ESTIMATED REVENUE 1969 - 1974 

------- Actual ------- ----Pro j ec ted - - - -- -- 
- - - - - - 1969 7970 1971 1972 7973 1974 

Silver Production 
000 02 5,705 6,045 5,600 5,600 5,300 5,300 

Average Price $US* 1.69 7.67 1.44 1.50 1.70 1.90 
Es t 'd  Revenue 

$OOO'S us 9,600 10,100 8,100 8,400 9,000 10,100 
$ 0 0 0 ' ~  Cdn 10,400 10,400 8,200 8,300 8,800 9,9CO 

from Company mines 54% 60% 60% 55% 53% 53% 

* Adjusted f o r  marketing expenses. 
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Mercury - P inch i  Lake 

Cominco's P inch i  Lake mercury mine was reopened i n  1968 a f t e r  
being shut down f o r  over 20 years.  The mine operated a t  c l o s e  t o  
capac i ty  i n  1969 and 1970, b u t  when p r i ces  o f  mercury f e l l  i n  1971 
product ion was c u t  back. I n  the  f i r s t  h a l f  o f  1972 produc t ion  was 
f u r t h e r  reduced. 

The p r i c e  o f  mercury which, i n  t h e  Uni ted States,  averaged $510 
per  f l a s k  (76 1 b. o f  mercury) i n  1969, decl  ined  t o  reach a low o f  $1 60 
per  f l a s k  i n  May, 1972. By the  t ime o f  w r i t i n g  p r i c e s  had recovered 
t o  t h e  $240 l e v e l  - a r e s u l t  o f  two mines i n  t h e  Free World being c losed 
and others being c u t  back. Continued d i s c i p l i n e  on t h e  p a r t  o f  pro-  
ducers should r e s u l t  i n  p r i ces  main ta in ing  t h e i r  upward t rend.  How- 
ever, the  fundamental ly weak p o s i t i o n  which e x i s t s  a t  present  i s  ex- 
pected t o  p e r s i s t  f o r  some t ime due t o  t h e  c u r r e n t  concern over the  
p o l l u t i n g  e f f e c t s  o f  mercury and recen t  l e g i s l a t i o n  l i m i t i n g  i t s  use. 
The p r i c e  i s  t he re fo re  expected t o  remain considerably  below i t s  1969 
l e v e l  f o r  some years. 

Table 16 g ives ac tua l  product ion o f  nercury,  p r i ces  and est imated 
revenue i n  the  1969 t o  1971 pe r iod  w i t h  our p ro jec t i ons  t o  1974. 

TABLE 16 

MERCURY PRODUCTION, PRICES AND REVENUE 

1969 - 1974 

Actual  ------- 
1969 1970 - 1971 
-I----- 

- 
Ore m i l l e d  000 tons 371 390 250 
E s t ' d  f l a s k s  produced 

000 ' s 19 20 13 
Average P r i c e  

$ / f l a s k  51 0 41 8 290 
Est  ' d  Revenue 

$ us 000's 9,400 8,100 3,600 
$ Cdn 000's 10,100 8,400 3,700 

Cadmi um 

175 175 225 

9 9 11 

220 260 300 

1,900 2,200 3,100 
1,900 2,200 3,000 

Cadmium i s  recovered from S u l l i v a n  and Pine P o i n t  z inc  concentrates 
a t  Cominco's z inc  p l a n t  and cadmium r e f i n e r y .  
t o  increase from t h e  1971 l e v e l  r e f l e c t i n g  the  progress ive ly  l a r g e r  
q u a n t i t i e s  o f  z inc  concentrates t h a t  w i l l  be t r e a t e d  a t  T r a i l .  

Product ion i s  expected 
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The p r i c e  o f  cadmium has h i s t o r i c a l l y  been q u i t e  v o l a t i l e  as i t  
i s  s e n s i t i v e  t o  a number o f  f a c t o r s  such as re leases from t h e  Uni ted 
States s t r a t e g i c  s tockp i l e ,  Russian and Japanese expor ts  and 
Nor th American ca r  product ion.  
and averaged $1.90 per  pound i n  the  Un i ted  States.  I n  t h e  f i r s t  qua r te r  
o f  1972 the  l i s t  p r i c e  i n  t h e  Uni ted States was increased t o  $2.60. 
This  i s  s t i l l  t he  o f f i c i a l  p r i ce ,  bu t  d iscount ing  has been considerable.  

I n  1971 , cadmium p r i ces  were depressed 

Our cadmium product ion,  p r i c e  and revenue est imates f o r  1969 t o  
1974 a re  g iven i n  Table 17. 
f o r  1913 and 1974 a r e  the  same as our 1972 est imate.  Th is  i s  because 
government l e g i s l a t i o n  l i m i t i n g  t h e  use o f  cadmium might  be expected 

It w i l l  be noted t h a t  our  p r i c e  est imates 

t o  o f f s e t  an 
swing i n  t h e  

increase i n  consumption which normal ly  accompanies an up- 
wor ld  economi es . 

TABLE 17 
-~ 

CADMIUM PRODUCTION, PRICES AND REVENUE 

1969 - 1974 

--.-.-- Actual  ------= 

1969 1970 1971 - - - 
Product ion 000 lb .  1,430 1,260 1,200 
Average US p r i c e  

$ US/lb 3.28 3.57 1.90 
E s t ' d  Revenue* 

$ us 000's 3,TOO 3,000 1,500 
$Cdn 000's 3,200 3,100 1,600 

------ Projected-----  
1972 1973 - 1974 - - 

1,500 1,600 1,700 

2.50 2.50 2.50 

2,500 2,700 2,800 
2,500 2,600 2,700 

The Con mine, which commenced product ion i n  1938, i s  l oca ted  near 
Yel lowkni fe  i n  t h e  Northwest T e r r i t o r i e s .  
Cominco and accounts f o r  most o f  t he  company's go ld  product ion ( the  
balance being recovered from lead  concentrates a t  T r a i l )  . 

The mine i s  100% owned by 

The Con m i l l ,  which has a capac i ty  o f  500 tons per day, t r e a t s  
o r e  f rom both the  Con and from neighbour ing mines, i n c l u d i n g  the  
Rycon mine (76% owned by Cominco bu t  c l a s s i f i e d  as an Unconsolidated 
Subsid iary)  . 

Cominco's go ld  product ion i n  the  1969 t o  1971 pe r iod  averaged 
60,000 ounces annual ly  (Rycon produc t ion  excluded) b u t  was 77,000 
ounces i n  1971 . We have used 80,000 f o r  1972 t o  1974, and, t o  d e r i v e  
our  revenue p ro jec t i ons  as g iven i n  Table 19, we have assumed a go ld  
p r i c e  o f  $55 per  ounce i n  1972 and $60 i n  1973 and 1974. 

* Adjusted f o r  market ing expenses. 
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Other Bv-Product Metals and E l  ec t ron i c  Ma te r ia l  s 

The lead and z i n c  smel ter  complexes a t  T r a i l  a re  equipped f o r  t h e  
recovery o f  by-product metals o f  which s i l v e r  and cadmium a r e  the  most 
important.  The o the r  by-products from T r a i l  a re  bismuth, indium, and 
ant imonia l  lead. T i n  concentrate i s  recovered as a by-product a t  Kimberley. 
These by-products a re  e i t h e r  so ld  a f t e r  h igh ly -spec ia l  i zed  f u r t h e r  r e f i n i n g ,  
o r  a re  used a t  Cominco American's Spokane, Washington p l a n t  f o r  t h e  manu- 
f a c t u r e  o f  h igh  p u r i t y  metal preforms f o r  t h e  e l e c t r o n i c s  i ndus t r y .  

We est imate t h a t  sales o f  t h i s  group o f  products have been t o t a l l i n g  
about $6 m i l l i o n  annual ly  w i t h  e l e c t r o n i c  ma te r ia l s  account ing f o r  about 
$3 m i l l i o n .  Our p ro jec t i ons  i n  Table 16 show t o t a l  sa les i n  t h i s  group 
increas ing t o  about $8 m i l l i o n  i n  1974, r e f l e c t i n g  t h e  s t rong growth a n t i -  
c ipa ted  i n  the  sales o f  e l e c t r o n i c  ma te r ia l s .  

Zinc Die Castinas 

Nat ional  Hardware Special  t i e s  L im i ted  (99% owned) produces z inc  d i e  
cast ings f o r  the  housing and automotive i n d u s t r i e s  a t  two p lan ts  i n  Ontar io,  
and a l so  owns and operates a p l a t i n g  p l a n t .  

Sales i n  1971 were $3 m i l l i o n  and our p ro jec t i ons  t o  1974, as g iven 
i n  Table 19, assume an 8% per year  growth ra te .  
ings i s  expected t o  grow q u i t e  r a p i d l y  i n  Canada and the  Uni ted States i n  
t h e  next  few years. 

Demand f o r  z inc  d i e  cas t -  

Aber foy le  - T i n  and Tungsten, Copper, Gold and S i l v e r  

Aber foy le  L imi ted,  55% owned by Cominco, operates f i v e  mines i n  
A u s t r a l i a  producing t i n ,  tungsten, copper, go ld  and s i l v e r .  Over 80% 
o f  gross sales are  accounted f o r  by t i n  and tungsten. 
per iod  t o  June 30, 1972 (Aber foy le 's  year-end) group produc t ion  o f  t i n  I n  
concentrate was 3,400 m e t r i c  tons, tungsten about 550 m e t r i c  tons, 
copper about 970 m e t r i c  tons and go ld  and s i l v e r  15,000 and 20,000 ounces 
respec t i ve l y .  

I n  t h e  12 month 

Pr ices  o f  t i n  on the  London Metal Exchange averaged f1505 per m e t r i c  
t on  i n  1970 and f e l l  t o  f1440 i n  1971. I n  the  f i r s t  h a l f  o f  1972 p r i c e s  
strengthened somewhat. Our revenue p ro jec t i ons  assume a p r i c e  f o r  t i n  o f  
f1500 per  me t r i c  t o n  i n  1972 and f1600 i n  1973 and 1974. 

Pr ices  o f  tungsten a re  c u r r e n t l y  t he  lowest  i n  several  years.  I n  
1970 tungsten ore so ld  a t  an average o f  f32.50 per  m e t r i c  t on  u n i t  o f  
NO3 i n  the  Uni ted Kingdom. 
cu r ren t  year  has so f a r  been even weaker. It i s  u n l i k e l y  however, t h a t  
p r i ces  w i l l  cont inue a t  such depressed l e v e l s  as demand f o r  tungsten i s  
showing signs o f  strengthening. For t h e  p ro jec t i ons  g iven i n  Table 18, 
we have assumed p r i ces  o f  E l 8  i n  1972 and f 2 4  i n  1973 and 1974. 

I n  1971 t h e  p r i c e  averaged f21.80 and i n  the  
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TABLE 18 

ESTIMATED REVENUE FROM ABERFOYLE 1971 - 1974 

1971 1972 - 1973 - 1974 - 
Cdn . $000,000 I s 
Est imated Revenue 4.0 14.9 17.0 18.0 

T o t a l  Revenue from Other Metal s and Metal  1 u rc l i ca l  Products 

Our est imates o f  revenue f rom each o f  t h e  produc t  groups i n  t h i s  
ca tegory  f rom 1969 t o  1974 a r e  g i v e n  i n  Tab le  19. 

TABLE 19 

ESTIMATED REVENUE FROM "OTHER METALS AND METALLURGICAL PRODUCTS" 

1969 - 1974 

_----- H i s t o r i c a l  ---- ----Projected-------  
1972 1973 - 1974 - 1969 - 1970 - 1971 - Cdn . $000,000 I s 

Stee l  
Copper 
S i  1 v e r  
Mercury 
Cadmi um 
Go1 d 
By-products , e t c  . 
D i e  Cast ings 
Sub T o t a l  
Aber foy l  e 
T o t a l  
Reported T o t a l  
Balance 

24.0 
2.5 

10.4 
10.1 

3.2 
1.8 
6.5 
2.7 

61.2 

61.2 
73.2 
12.0 

- 

25.0 
6.3 

10.4 
8.4 
3.1 
2.0 
6.8 
2.4 

64.4 - 
64.4 
74.1 

9.7 

25.0 26.0 27.0 28.0 
4.8 3.9 - - 
8.2 8.3 8.8 9.9 
3.7 1.9 2.2 3.0 
1.6 2.5 2.6 2.7 
3.2 4.4 4.8 4.8 
5.7 7.0 7.5 8.0 
3.0 3.2 3.5 3.8 

55.2 57.2 56.4 60.2 
_ _ I _ - - -  

4.0 14.9 17.0 18.0 
59.2 72.1 73.4 78.2 

- - 
64.1 E 76.1 E 77.4 E 82.2 E 

4.9 4.0 4.0 4.0 

Notes: (1)  The f i g u r e s  shown represent  revenue a f t e r  deduc t ion  o f  
market ing expenses . 

( 2 )  "By-products e tc . "  i n c l u d e s  bismuth, indium, an t imon ia l  
lead, t i n  concent ra te  and e l e c t r o n i c  m a t e r i a l s .  

( 3 )  A b e r f o y l e  was purchased and consol  i d a t e d  w i t h  Cominco i n  
September, 1971. 

(4 )  T o t a l  sa les  f o r  t h i s  group o f  products  were r e p o r t e d  f o r  
1969 and 1970 i n  t h e  Prospectus issued i n  A p r i l ,  1971. 
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(5 )  "Balance" represents  m a t e r i a l  purchased for r e s a l e  such as 
lead and z inc .  Whi le our est imate o f  $4,000,000 i n  the  1972 
t o  1974 per iod  could prove t o  be s u b s t a n t i a l l y  under o r  over-  
estimated i n  any o r  a l l  o f  these years, n e t  earnings would 
r e f l e c t  on l y  t h e  mark-up on the  purchased mate r ia l  and there-  
f o r e  would n o t  be s e r i o u s l y  a f fec ted .  

Operat ing p r o f i t  from "Other Metals and M e t a l l u r g i c a l  Products" 

Cominco's est imated p r o f i t s  from the  sa le  o f  products i n  t h i s  group 
before deduct ing deprec iat ion,  m i n o r i t y  i n t e r e s t s  and taxes i n  the  pe r iod  
1969 t o  1974 are  g iven i n  Table 20. 

TABLE 20 

OPERATING PROFITS FROM "OTHER METALS AND METALLURGICAL PRODUCTS" 1969 - 1974 

Less: 

Less : 

1969 Cdn . $000,000 I s 

Tota l  Revenue 73.2 
Operating Costs: 
I r o n  81 Steel  18.0 
Coast Copper 1.7 
P inch i  Lake 2.7 
Con Mine 2.2 
N e t  i onal 

Hardware 2.3 
By-products 1 .O 
E l  e c t  .Mat . 1 .o 
Aber foy l  e - 
Tota l  28.9 

44.3 
u rc  hased 
S i  1 ver  5.2 

Other Pur- 
chased Mat. 12.6 

Inventory  
Decrease - 6.7 

To ta l  11.1 
Operating P r o f i t  33.2 

- 1970 

74.1 

19.0 
3.6 
3.0 
2.3 

2.4 
7 .o 
7 . 1  

32.4 
41.7 

3.7 

8.9 

- 

- 

+ 7.0 
19.6 

22.1 

- 1971 

64.1 

20.0 
3.9 
2.0 
2.7 

2.5 
1 .o 
1.2 
3.1 

36.4 
27.7 

3.0 

4.0 

+ 3.0 
10.0 
77.7 

----- H i s t o r i c a l - - - - -  ----- Projected------  
1972 

76.1 

21 .o 
4.7 
1.5 
2.8 

2.8 
1 .o 
1.4 

11 .o 
45.6 
30.5 

3.4 

3.4 

- 

- 
6.8 

23.7 

1973 

77.4 

22.0 

1.6 
2.9 

3.1 
7 .o 
1.6 

11.4 
43.6 
33.8 

3.7 

3.4 

- 

- 

-?r 
26.7 

1974 

82.2 

23.0 

2.2 
3.0 

3.4 
1 .o 
1.8 

11.5 
45.9 
36.3 

4.2 

3.4 

- 

.L 

- 
7.6 

28.7 

Note: A11 the  above f i g u r e s  a re  est imated except "Tota l  Revenue'' i n  
1969 and 1970. 
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FERTILIZERS, CHEMICALS A N D  POTASH 

Approximately 25% of Cominco's gross revenue i n  1971 was from the 
sa le  of f e r t i l i z e r s ,  chemicals and potash.  Operating profits from this 
group of products accounted for 3% of  Cominco's to ta l  operating profits 
i n  1971. The l a t t e r  f igure is  expected t o  r i s e  t o  9% in  1974. t  

Cominco has been producing f e r t i l i z e r s  fo r  about 40 years, mainly 
i n  conjunction w i t h  i t s  production o f  metals a t  Trail and Kimberley. 

I n  the 1960's the Company's s a l e  of  chemicals became substantial , 
ref lect ing the rap id  growth i n  demand for  ammonium n i t r a t e  fo r  use i n  
explosives. 

In 1969 Cominco entered the potash industry w i t h  the opening of  a 
mine i n  Saskatchewan. 

Ferti  7 i zers 

Cominco's f i r s t  f e r t i l i z e r  plants were bufl t  a t  Trail i n  1931. 
Since then the company's f e r t i l i z e r  operations have been extended t o  
Kimberley, Calgary and into the United States and have been expanded t o  
include production of phosphates, n i t ra tes ,  sulphates, urea and  minor 
quant i t ies  o f  other f e r t i l i z e r s .  

Production of f e r t i l i z e r s  a t  Cominco's Canadian plants has been 
reduced progressively since 1968, reflecting the dras t ic  decline i n  prices 
from the levels of the mid-1960's. Production will be further reduced 
this year w i t h  the resu l t  t h a t  Cominco's production i n  Canada will be 
a t  about 75% of  the 1969 level .* 

In the United States however, production has been increasing. By 
1971 , production a t  Cominco's ammonium n i t r a t e  plant was substant ia l ly  
a t  capacity and a t  the  ammonia p l a n t  o f  Hill Chemicals, Inc. (94;; owned 
by Cominco American) production Mas considerably above rated capacity. 

The average price per t o n  of f e r t i l i z e r  sold by Cominco bottomed 
in 1970. 
the price of ammonium phosphate, which accounts for one half of  Ccminco's 
total  f e r t i l i z e r  production i n  Canada. 
advance s teadi ly ,  ref1 ecting a gradual improvement i n  the imbalance between 
world production capacity and demand. 

In 1971 there was some recovery due primarily to  a firming in 

We expect prices t o  continue t o  

Our estimates of production, prices and revenue from 1969 t o  1974 are  
given i n  Table 21.  

* About 80% of Cominco's f e r t i l i z e r s  produced i n  Canada a r e  so ld  i n  the U.S. 

+ After depreciation, however, the increase i n  p rof i t s  will n o t  be 
as great .  



23 

TABLE 21 

FERTILIZER PRODUCTION, PRICES AND REVENUE 1969 - 1974 

-.-..)I-- Act  ua 1 --- - = - - 
1969 1970 - 1971 

--I.. Projected------  
1972 1973 - 1974 - - - - 

Product ion 000 tons 
Ammonia USA I 

Ammonium N i t r a t e  
USA 154 

Tota l  USA 7 54 
Tota l  Canada 645 
TOTAL 799 

Sales 771 
Average Net P r i c e  

Cdn $ / ton  55 . 90 
Revenue Cdn $000 43,100 

366 

163 
529 
645 

1,074 
1,141 

41.40 
47,200 

399 

171 
570 
51 9 

1,089 
1,119 

44.40 
49,700 

399 

171 
570 
500 

1,070 
1,070 

46.00 
49,200 

399 

171 

399 

171 
570 
470 

570 
470 

1,040 
1,040 

48.00 
49,900 

1,040 
1,040 

50.00 
52,000 

Cominco i s  c u r r e n t l y  implementing a $5 m i l l i o n  programme t o  reduce 
costs  a t  i t s  f e r t i l i z e r  operat ions.  
l y t i c  hydrogen p l a n t  and ammonium n i t r a t e  p l a n t  a t  T r a i l  have r e c e n t l y  
been shut down. 

I n  add i t i on ,  the  company's e l e c t r o -  

We do not,  however, expect t h a t  Cominco's o v e r a l l  p roduc t ion  costs  
w i l l  d e c l i n e  s ince labour  costs  w i l l  cont inue t o  increase and p r i c e s  
f o r  phosphate rock and na tu ra l  gas - which as raw m a t e r i a l s  i n  f e r t i l i z e r  
product ion cos t  t h e  company i n  excess o f  $10 m i l l i o n  annua l ly  - are  ex- 
pected t o  r i s e .  

Our est imates o f  opera t ing  costs  f o r  f e r t i l i z e r  p roduc t ion  from 1969 
t o  1974 a re  g iven i n  Table 22. 

Chemicals 

A subs tan t ia l  p a r t  o f  Cominco's ammonium n i t r a t e  p roduc t ion  i s  so ld  
as a chemical f o r  i n d u s t r i a l  purposes - p r i m a r i l y  t o  t h e  min ing i n d u s t r y  
f o r  use i n  explosives.  I n  1971 sales t o t a l l e d  an est imated $5 m i l l i o n .  

Cominco's chemical sales i n  1971 were h igher  i n  both volume and p r i c e  
than i n  1970. With ammonium n i t r a t e  p r i ces  t rend ing  s t e a d i l y  upward and 
the  mining i ndus t r y  i n  Western Canada cont inu ing  t o  expand, we a n t i c i p a t e  
cont inued growth i n  d o l l a r  va lue o f  sales and have app l ied  a growth r a t e  
o f  10% per year  t o  o b t a i n  t h e  revenue p ro jec t i ons  g iven i n  Table 22. 
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Potash 

Cominco's Vade potash mine, which opened i n  1969, operated sa t i s -  
factor i ly  u n t i l  mid-1970 when a breach occurred i n  one of the shafts,  
resulting i n  a complete production shutdown. 
t o  continue i t s  potash sales programme through purchase and resale agree- 
ments w i t h  other potash producers 

Cominco was able, however, 

Rehabilitation of the Vade mine has proceeded since the shut-down 
and i t  i s  planned t h a t  production will resume i n  the l a t t e r  p a r t  of 
1972. 

During the 1960's there was a r ap id  increase i n  world potash pro- 
duction which resulted i n  a large oversupply toward the end of  the 
decade. 
industry was operating a t  a substantial loss. To rect i fy  th i s  si tuation 
the Government of Saskatchewan inplernented, a t  the end of 1969, a pro- 
r a t ion ing  scheme whereby production a t  the mines was limited t o  an average 
of 43% of capacity. A f loor  price of 33.75$ per u n i t  of potassium oxide 
equivalent was also se t .  
for potash improved and i n  1971 the industry was operating a t  a marginal 
prof i t o  

In  consequence, prices dropped t o  a p o i n t  where the Canadian 

As a resul t  the world supply demand balance 

World potash production capacity, however, i s  expected t o  continue 
substantially above consumption t h r o u g h o u t  the 1970's . 
assume t h a t  prices will remain a t  current levels t o  1974. 

We therefore 

Comincols potash sales volume, however, should be substantially 
higher i n  1972 than  i n  1971 as, effective July 1 ,  1972 the Saskatchewan 
government revamped the p ro ra t ion ing  formula t o  provide for a 49.2% 
capacity u t i l i z a t i o n  applicable t o  each producer. As a resu l t ,  Cominco's 
production quota i n  the 1972/1973 year i s  391,000 short tons of potassium 
oxide equivalent, u p  from 264,000 tons i n  1971/1972. 
jections,  given i n  Table 22 ,  we assume t h a t  total  Canadian product ion ,  
including t h a t  o f  the Vade mine, will increase a t  6% annually and thereby 
maintain i t s  share of world markets which are growing a t  a b o u t  th i s  ra te .  

For our sales pro- 

Operating Prof i t  from Fert i l izers ,  Chemicals and Potash 

Comincols historical and projected earnings from f e r t i l i z e r s ,  chem- 
icals  and potash before depreciation and taxes, for the period 1969 t o  
1974 are given i n  Table 22. 
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TABLE 22 

OPERATING PROFITS FROM FERTILIZERS, CHEMICALS AND POTASH 1969 - 1974 

- - - -H is to r i ca l  _I---- ------ Projected-----  
1969 1970 1971 1972 - 1973 - 1974 - - - - Cdn . $000,000 I s 

Revenue : 
F e r t i l  i z e r s  43.1 A 47.2 A 49.7 

4.3 3051A 5.0 6.7 305)A 8.7 
Chemicals 
Potash 
Tota l  51.6 A 57.4 A 62.7 

Operat ing Costs: 
F e r t i  1 i zers 38.0 50.0 50.0 
Chemicals 2.8 3.0 3.2 

2.0 1.8 I Potash 
Tota l  42.8 54.8 53.2 

8.8 2.6 9.5 

- -- 
Less : 

- -- 

Less : 
Purchased Mate r ia l  10.0 2.9 7.9 - -- 
Operat ing P r o f i t  (1.2) (0.3) 1.6 

49.2 
4.7 

11.1 
65.0 

49.5 
3.4 

52.9 
12.3 

10.1 
2.0 

49.9 
5.2 

13.5 
68.6 

- 
7.3 

51 .5 
3.8 
8.3 

63.6 
8.3 

- 
8.3 

Note: A1 1 f i g u r e s .  a r e  est imated except those marked "A" . 
COAL - 

Fording Coal Ltd., managed and 40% owned by Cominco and 60% owned 
by Canadian P a c i f i c  Investments, comenced product ion i n  March, 1972 a t  
i t s  coal  deposi ts  s i t u a t e d  a t  Fording River  i n  the  Crowsnest area o f  
B r i t i s h  Columbia. Product ion i s  committed t o  Japan f o r  f i f t e e n  years 
a t  t h e  r a t e  o f  3 m i l l i o n  long tons per  year  a f t e r  t he  f i r s t  year when 
Fording e lec ted  t o  sh ip  2% m i l l i o n  tons.+ 

I n  May, 1972 Fording Coal advised i t s  Japanese c l i e n t s  t h a t  
product ion i n  1972* would t o t a l  about 1.83 m i l l i o n  tons, thus f a l l i n g  
sho r t  o f  t he  contracted tonnage. The s h o r t f a l l  was sa id  t o  be 
a r e s u l t  o f  (1 )  
d r a g l i n e  t o  t r u c k  and shovel and (2 )  de lay i n  t h e  opera t ion  o f  t he  
p i t s  and the  coal  washing equipment a t  t h e  intended capaci ty .  

t h e  change i n  min ing method a t  one o f  t he  p i t s  from 

Since May, however, a number o f  d i f f i c u l t i e s  a f f e c t i n g  product ion 
have been encountered, and i t  i s  most u n l i k e l y  t h a t  p roduc t ion  w i l l  
reach the  f i g u r e  i nd i ca ted  a t  t h a t  t ime. 

* i .e .  Japan's f i s c a l  year:  A p r i l  1, 1972 t o  March 31, 1973 
+ Financing o f  t h e  p r o j e c t  has been: $70 m i l l i o n  from bank loans 

and $16 m i l l i o n  from equ i ty .  Cominco has guaranteed 40% o f  t he  
1 oans . 
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The base price of the Fording Coal contract i s  $14.89 U.S.  per 
long ton w i t h  an escalator of $0.30 every two years for increases i n  
operating costs and an escalator reflecting r a i l  f re ight  increases. 
A t  this price Fording would realize i n  1972 a substantial loss on 
i t s  operation even i f  the 1.83 mi l l ion  tons were shipped. 

I t  is  clear that  the Fording  Coal operation will resemble i n  some 
respects those of other coal producers i n  Western Canada, i n  particular 
Kaiser Resources and McIntyre Porcupine. Shipments t o  Japan from these 
producers f e l l  fa r  short of the contractual tonnages i n  the in i t i a l  years 
of operation and while production has now improved, b o t h  operations 
continue t o  r u n  a t  a loss i n  spi te  of substantial increases i n  the con- 
t rac t  prices. 

I t  i s  n o t  unreasonable t o  assume t h a t  Ford ing  Coal will gradual ly  
overcome the d i f f icu l t ies  which are currently res t r ic t ing o u t p u t  and 
t h a t  eventually the Japanese will agree t o  a price increase. 
should be remembered, however, t h a t  coal supplies i n  the Free World 
are increasing, and t h a t  competition t o  supply the Japanese steel mills 
m i g h t  well constitute a res t ra int  on the size of the price increase 
that the Japanese would concede. 

I t  

I t  i s  therefore our o p i n i o n  t h a t  Fording Coal will n o t  operate 
prof i tab ly  i n  the foreseeable future and t h a t ,  over the period of  our  
projections, the company will be a l i a b i l i t y  t o  Cominco rather t h a n  an 
asset .  
the Fording operation, we have n o t  attempted t o  p u t  a figure on the an- 
nual losses anticipated. Our estimate o f  consolidated earnings for 
Cominco has therefore not  taken Fording Coal i n t o  account. 

However, because of  the large number of unknown factors affecting 

In 1972, the Fording  operation i s  being capitalized so t h a t  the 
loss anticipated will not  be reflected i n  Cominco's reported earnings. 
In 1973 and future years Cominco will account for  Ford ing  Coal on an 
equity basis, assuming production i s  a t  least  60% of  the planned production 
rate.  

OIL AND GAS 

Cominco has a 9% interest  i n  Panarctic Oils Limited which by the 
end of 1971 had spent $70 million ir; exploring for o i l  and gas i n  the 
Arctic. A further $26 mi l l ion  has been budgeted for  1972. 

Panarctic has so f a r  made three significant gas discoveries. A t  
the present time, however, these discoveries have l imi ted  value as i t  
i s  some years before production can commence. 
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Panarctic's o i l  discovery potential i s  no d o u b t  reflected t o  
some extent i n  the price of Cominco's shares. 
computes the value per Cominco share of a discovery of  5 bil l ion 
barrels of  oi l  or gas equivalent using a present value o f  $0.10 per 
barrel. 
t h a t  the market i s  go ing  t o  discount. 

The following exercise 

I t  i s  our judgement t h a t  th i s  s ize  of discovery is  the most 

Present Value t o  Panarctic of 5 b i l l i o n  barrels @ $0.10 

Cominco's Interest  (9%)  
Present Value per Cominco Share = $ 45,000,000 C 16,970,000 

= $500,000,000 
= $ 45,000,000 

= $ 2.65 

ESTIMATE OF CONSOLIDATED EARNINGS 

Other Revenue 

Cominco derives revenue, other t h a n  t h a t  from the sale  of i t s  
products, from rents and royalties and also from the sale  o f  e lec t r ic  
power. 

The company owns five hydroelectric plants i n  southeastern British 
Columbia, the total  o u t p u t  o f  which has been about 4 b i l l i o n  kilowatt 
hours annual ly  i n  recent years. Most of  the energy generated i s  con- 
sumed by Cominco's operations a t  Trai l  and Kimberley. The balance i s  
sold when markets are available. I n  August, 1972 the electrolyt ic  
hydrogen p l a n t  a t  Tra i l  was closed,freeing u p  energy worth between 
$500,000 and $1 mil 1 i o n .  

Table 23 gives the reported figures for revenue i n  this category 
from 1969 t o  1971 w i t h  our projections t o  1974. 

TAELE 23 

OTHER REVENUE 1969 - 1974 

Cdn. $OOO,OOO's .---.-I Actual ------- -.I-- Projected ------ 
1972 1973 1974 - - - 1969 - 1970 1971 - 

Other Revenue 5.7 5.4 6.5 6.8 7.3 7.5 
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I n t e r e s t  Expense 

Table 24 g i v e s  Comincols i n t e r e s t  on long- term debt  f rom 1969 t o  
1971 w i t h  our  est imates t o  1974. 

A t  t h e  end o f  1971 t h e  company's long- term debt  s tood a t  $96.4 
m i l l i o n .  O f  t h i s ,  $05 m i l l i o n  was i n  t h e  form o f  8v/0 s i n k i n g  fund 
debentures issued i n  A p r i l ,  1971. D e t a i l s  o f  t h e  o t h e r  debt  v e h i c l e s  
a r e  g i v e n  i n  Cominco's 1971 Annual Report .  

Our 1972 t o  1974 est imates o f  i n t e r e s t  expense t a k e  i n t o  account 
t h e  U.S. $41,000,000 (8%)* loan which was r e c e n t l y  arranged f o r  Greenex 
A/S's B lack  Angel mine. I n t e r e s t  on t h i s  debt  w i l l  become payable when 
t h e  mine i s  i n  product ion,  i .e .  i n  1974. 

TABLE 24 

INTEREST EXPENSE 1909 - 1974 
- - - -  P r o j e c t e d - - - -  
1972 1973 1974 - - -  1969 1970 1971 - - - I n t e r e s t  Expense 

$000,000 ' s 3.7 

Income f rom Investments 

4.9 6.6 7.3 7.1 10.1 

Div idends f rom Rycon Mines L imi ted ,  West Kootenay Power and L i g h t  
Company, L i m i t e d  and The Canada Metal Company L i m i t e d  ( a l l  o f  which 
a r e  s u b s i d i a r y  o r  a f f i l i a t e d  companies o f  Cominco) accounted f o r  one 
t h i r d  o f  Cominco's income from investments i n  1971. The remain ing two 
t h i r d s  came from sundry u n s p e c i f i e d  investments.  

Table 25 g i v e s  a c t u a l  income from investments f rom 1969 t o  1971 , 
and f o r  1972 t o  1974 t h e  f i g u r e s  which we have used i n  e s t i m a t i n g  con- 
s o l  i d a t e d  earn ings f o r  those years.  

TABLE 25 

INCOME FROM INVESTMENTS 1969 - 1974 

$000,000 I s 

Income f rom 
Investments 4.8 4.3 3.2 4.0 4.5 4.5 

* Our est imate;  no r a t e  has y e t  been announced. 
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Deprec iat ion,  D e p l e t i o n  and A m o r t i z a t i o n  

Cominco and i t s  conso l ida ted  Canadian s u b s i d i a r i e s  d e p r e c i a t e  
n e t  p l a n t  expendi tures ( i n c l u d i n g  l a n d )  even ly  over  t h i r t e e n  years , 
w i t h  t h e  except ion  o f  t h e  Vade potash mine which i s  deprec ia ted  over  
twenty years.  The conso l ida ted  s u b s i d i a r i e s  i n  t h e  U n i t e d  S t a t e s  
compute d e p r e c i a t i o n  over  t h e  o r i g i n a l l y  est imated l i v e s  o f  t h e  i n -  
d i v i d u a l  f a c i l  i t i e s .  

D e p l e t i o n  i s  prov ided t o  absorb t h e  c o s t  o f  m i n i n g  p r o p e r t i e s  
and investments s y s t e m a t i c a l l y  over  t h e  est imated economic l i v e s  o f  
these p r o p e r t i e s  and investments.  

Mine preproduc t ion  expenses a r e  amort ized f o r  a g i v e n  mine and 
i n  a g i v e n  y e a r  t o  r e f l e c t  tonnage produced i n  t h a t  year .  

The a c t u a l  d e p r e c i a t i o n ,  d e p l e t i o n  and a m o r t i z a t i o n  f i g u r e s  f o r  
t h e  years  1969 t o  1971 a r e  g i v e n  i n  Table 26 t o g e t h e r  w i t h  o u r  e s t -  
imates t o  1974. Our d e p r e c i a t i o n  est imates t a k e  i n t o  account  (i) 
t h e  purchase o f  A b e r f o y l e  i n  September, 1971 , (ii) t h e  f a c t  t h a t  when 
t h e  Vade potash mine reopens d e p r e c i a t i o n  on t h e  $75 m i l l i o n  expended 
w i l l  be resumed ( i i i )  t h e  f a c t  t h a t  d e p r e c i a t i o n  on t h e  B l a c k  Angel 
mine w i l l  commence i n  1974 when t h a t  mine i s  i n  p roduc t ion .  
est imates o f  d e p l e t i o n  and a m o r t i z a t i o n  i n  1972 and 1973 a r e  t h e  same 
as t h e  f i g u r e s  r e p o r t e d  f o r  1971. I n  1974 we assume t h a t  b o t h  w i l l  
i nc rease w i t h  t h e  opening o f  t h e  Black Angel mine. 

Our 

TABLE 26 

DEPRECIATION, DEPLETION, AND AMORTIZATION 

1969 - 1974 

------_ Actual  ------- ----- Pro jected-- - - - -  
1972 1973 - 1974 1969 1970 - 1971 - - - - $000 , 000 ' s 

D e p r e c i a t i o n  20.7 22.6 22.0 23.8 28.3 30.7 
D e p l e t i o n  4.9 5.7 7.2 7.2 7.2 8.0 

1.3 1.6 1.7 1.7 1.7 2.4 A m o r t i z a t i o n  
T o t a l  26.9 29.9 30.9 32.7 37.2 41.1 

- ----- 

P r o v i s i o n  f o r  Income Taxes (See a l s o  Appendix I V )  

Cominco's i n d i c a t e d  t a x  r a t e ,  which was 26% i n  1971, w i l l  i nc rease 
t o  an est imated 35% i n  1972 and 1973 as a r e s u l t  o f  P ine  P o i n t  becoming 
f u l l y  t a x a b l e  f o r  t h e  f i r s t  t i m e  i n  1972. 

P ine  P o i n t ' s  income taxes and r o y a l t i e s ,  taxes on Cominco's o t h e r  
opera t ions  and d e f e r r e d  taxes from 1969 t o  1971 a r e  g i v e n  i n  Table 27 
together  w i t h  our  est imates t o  1974. 
and est imated p r o f i t s  b e f o r e  taxes and t h e  corresponding t a x  r a t e s .  

A lso  shown i n  t h e  t a b l e  a r e  a c t u a l  
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TABLE 27 

PROVISION FOR INCOME TAXES 1969 - 1974 

Actual  ------- 
1969 1970 1971 
------. 
- - - 

Pine Po in t  4.6 4.1 2.2 
Other 3.4 6.0 5.4 

To ta l  12.3 9.9 5.6 
Deferred - 4.3 (0.2) (2.0) 

P r o f i t s  be fore  taxes 45.6 48.6 21.9 
Tax Rate 27% 24% 26% 

M i n o r i t y  I n t e r e s t s  

7.2 7.9 8.9 
11.6 12.6 17.5 
(5.0) (5.0) (2.5) 
13.8 15.5 17.9 

39.4 44.2 47.2 
35% 35% 38% 

The f i g u r e s  represent ing m i n o r i t y  i n t e r e s t s  i n  n e t  earnings o f  con- 
so l i da ted  subs id ia r i es  from 1969 t o  1971 and our  est imates t o  1974 a r e  as 
shown i n  Table 28. 

TABLE 28 

MINORITY INTERESTS 1969 - 1974 
----.- Projected-  =--- 

1969 1970 1971 1972 1973 1974 - - - - - -  
Pine Po in t  5.5 6.5 3.9 4.7 5.4 5.4 
Aber foy l  e 0.2 1.1 1.3 1.2 

0 1.8 Black Angel 

Tota l  5.5 6.5 4.1 5.8 6.7 8.4 

- - 
9 - 0 0 - - - - ,-, 

Ext raord indary I tems 

Cominco's income i n  1969, 1970 and 1971 was augmented by revenue 
from ex t rao rd ina ry  i tems as f o l l  ows : 

1969: $3.1 m i l l i o n  represent ing a ga in  i n  the  sa le  o f  p roper ty  
and investments and $1.4 m i l l i o n  from a reduc t ion  i n  the  
income taxes o f  consol idated subs id ia r i es .  

1970: $0.1 m i l l i o n  from a reduc t i on  i n  the  income taxes o f  con- 
so l i da ted  subs id ia r ies .  

1971: $2.7 m i l l i o n  a r i s i n g  from t h e  g ran t i ng  t o  B r i t i s h  Columbia 
Hydro and Power A u t h o r i t y  o f  c e r t a i n  r i v e r  improvement and 
water storage r i g h t s ;  $0.2 m i l l i o n  represent ing a ga in  i n  
t h e  sa le  o f  an investment; $0.4 m i l l i o n  from a reduc t i on  
i n  income taxes. 
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1972: f i r s t  h a l f  - Net l oss  o f  $900,000 from g a i n  o f  $100,000 
from reduc t i on  i n  income taxes and loss o f  $1,000,000 on 
disposal  o f  assets. 

Est imate o f  Consol i da ted  Earninss 

Table 29 o u t l i n e s  Cominco's ac tua l  earnings f o r  t h e  years 1969 
t o  1971 w i t h  our est imates t o  1974. It w i l l  be observed t h a t  i n  1973 
and 1974 we have used an exchange r a t e  ($Cdn/U.S.) o f  102%, and i t  
should be noted t h a t  a change o f  one percentage p o i n t  i n  t h e  r a t e  
a f f e c t s  Cominco's earnings per  share by $0.08. 

Dividends 

I n  1971 an annual d iv idend r a t e  o f  $0.70 per  share was establ ished.  
Div idend payments P r i o r  t o  t h a t  t h e  ra tes  were as g iven i n  Appendix 11. 

a re  made semi-annually, i n  June and December. 

We do n o t  expect an increase from Cominco's c u r r e n t  d iv idend r a t e  
i n  the  foreseeable f u t u r e  because o f  t h e  company's a n t i c i p a t e d  need f o r  
c a p i t a l  t o  f inance new p ro jec ts .  

FINANCIAL P O S I T I O N  

Cominco's long-term debt a t  t h e  end o f  t h e  years 1969 t o  1971 
was as shown i n  Table 30. A lso shown are  our est imates f o r  1972 t o  
1974. 

TABLE 30 

LONG-TERM DEBT 1969 - 1974 

Year-end Debt 
Pos i t i  on $000,000 ' s 

56,800 73,800 96,400 84,200 121,400 118,600 

Our 1973 and 1974 est imates are  based on t h e  c a l c u l a t i o n s  i n  
Appendix 11. This  appendix a l so  shows Cominco's h i s t o r i c a l  and pro- 
j e c t e d  working c a p i t a l  p o s i t i o n .  
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TABLE 29 

ESTIMATE OF CONSOLIDATED EARNINGS 1969 - 1974 

Ac tua l  ------- Cdn . $000,000 ' s I------ 

1969 1970 1971 

Opera t i  ng P r o f i t s  : 
Lead and Z inc  33.6 
Other Metals,  e t c .  33.2 
F e r t i  1 i z e r s  , e t c  . 
Other Revenue 5.7 
T o t a l  71.3 
Less I n t e r e s t  

(1 . 2) 

Expense 3.7 
67.6 

Income f rom I n v e s t -  
rnents 4.8 

72.4 

Deplet ion,  Amort. 26.8 
45.6 

Income Taxes 12.3 

Less: D e p r e c i a t i o n  

Less: P r o v i s i o n  f o r  

33.3 

I n t e r e s t  5.5 
27.8 

Less:  M i n o r i t y  

Less: E q u i t y  i n  loss 
o f  H i l l  'Chemicals 2.0 

Earnings b e f o r e  
E x t r a o r d i n a r y  
i terns 25.8 

per  share $ 1.54 
Add E x t r a o r d i n a r y  

Net Earnings 30.3 
Net  Earn ings p e r  

share $ 1.81 
Cash Flow 58.8 
Cash Flow p e r  

share $ 3.52 

i terns 4.5 

Cash Flow b e f o r e  
e x t r a o r d i n a r y  
i tems (per  share)$ 3.25 

~ 

43.8 
22.1 

5.4 
71 .O 

4.9 
66.1 

4.3 

(0.3) 
- 

30.4 
17.7 

1.6 
6.5 

56.2 

6.6 
49.6 

3.2 
70.4 

29.8 
40.6 

9.9 
30.7 
- 

6.5 

52.8 

30.9 
21.9 

5.6 
16.3 

4.0 

----- Pro jected-- - - - -  
1972 - 

42.9 
23.7 

2.0 
6.8 

75.4 

7.3 
68.1 

4.0 
72.1 

32.7 
39.4 

13.8 
25.6 

5.8 

- 

T 973 - 

42.7 
26.7 

7.3 
7.3 

84.0 

7.1 
76.9 

4.5 
81.4 

37.2 
44.2 

15.5 
28.7 

6.7 

- 

~~ 

24.2 

0 

12.3 

0 

19.8 

0 

22.0 

0 

24.2 
1.45 

0.1 
24.3 

1.45 
53.8 

3.22 

3.22 

E f f e c t  on Earnings/Cash Flow o f :  
l $ / l b .  change i n  p r i c e  o f :  

-Lead 
-Zinc 

12.3 
0.74 

3.4 
15.7 

0.94 
41.2 

2.47 

2.26 

19.8 
1.16 

(0.9) 
18.9 

1.11 
46.6 

2.74 

2.79 

1 4 t  
176 

22.0 
1.29 

- 
22.0 

1.29 
54.2 

3.1 9 

3.19 

146 
17$ 

1974 - 

49.4 
28.7 

8.3 
7.5 

93.9 

10.1 
83.8 

4.5 
88.3 

41.1 
47.2 

17.9 -- 
29.3 

8.4 
20.9 

9 

20.9 
1.23 

- 
20.9 

1.23 
59.5 

3.50 

3.50 

1 7 t  
2 o t  
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COMINCO LTD. 

APPENDIX I 

ANNUAL LEAD AND Z INC PRICES 1969 - 1974 

London Metal Exchange t/MT 

U.S. Producer P r i c e  U.S. t / l b  
Canadian Producer P r i c e  U.S. $ / l b  
Estimated Cominco Realized* P r i c e  

U.S. t / l b  

U.S. $ / l b  

Z I N C  

European Producer P r i c e  E/MT 

U.S. Producer P r i c e  U.S. $ / lb+  
Canadian Producer P r i c e  U.S. $/lb 
Estimated Cominco Keal ized* P r i c e  

be fore  premiums U.S. $ / l b  
Estimated Cominco Real ized Pr ice*  

i n c l u d i n g  premiums U.S. $/lb 

U.S. $ / l b  

Actual  ------- ----- Projected------  
1972 1973 - 1974 

------- 
- - - 1969 1970 1971 - 

121 126 104 113 117 126 
13.1 13.8 11.4 13.6 13.5 14.0 
14.9 15.6 13.8 15.3 15.3 - 16.0 
14.1 15.3 13.3 15.5 15.5 16.3 

13.9 14.7 12.6 14.5 14.5 15.1 

120 128 140 155 
13.0 13.9 15.5 18.1 
14.6 15.3 16.1 
13.6 14.8 15.9 19.0 

13.7 14.7 15.8 18.8 

14.5 15.5 16.6 19.6 

180 180 
20.0 20.0 

20.4 20.4 

20.3 20.3 

21.1 21.1 

* On sales f rom T r a i l  product ion.  

+ U n t i l  1972, Cominco's z inc  sa les i n  the  Uni ted States were a t  t he  U.S. Producer Pr ice .  Commencing 
t h i s  year  Canadian z inc  producers have so ld  i n  the  U.S. a t  the  Canadian Producer P r i c e  l e v e l .  



COMINCO LTD. 

APPENDIX I 1  

SOURCE AND APPLICATION OF FUNDS 

WORKING CAPITAL 1969 - 1974 

$000 I s I...._. Actual  .---.--- --..Projected..---.-.. 
1969 1970 - 

SOURCE 

Funds from Oper- 
a t i ons  58,800 53,800 

Net Increase (De- 
crease) i n  long- 
term debt 

Other 

APPLICATION 

Dividends 
Cap i ta l  Expend- 

i t u r e s  Inves t -  
ments 
Land Bu i l d ings  
& Equipment 
Min i  ng Proper- 
t i e s  

Potash Rehabi l -  
i t a t i o n  

(1,600) (3,100) 
5,400 100 

62,600 50,800 

1969 - 1970 

23,400 23,400 

- 

7,000 15,300 

16,200 18,800 

3,600 3,500 

- 2,000 
Aber foy l  e Purchase - - 
Other 4,000 8,100 

54,200 71,100 

Increase (Decrease) 
i n  working Cap- 
i t a l  8,400 (20,300) 

WORKING CAPITAL 1969 - 1970 

Year end 105,900 85,600 

1974 - 1973 - 1971 1972 - - 

41,200 46,600 54,200 59,300 

21,700 (12,200) 37,200 (2,800) 
9,100 1,000 0 - 

72,000 35,400 91,400 56,500 

1974 - 1971 1972 1973 - 
11,700 11,900 11,900 11,900 

9 , 000 - - - 
18,000 11,000 21,000 76,000 

4,400 14,000 44,000 4,000 

3,900 4,000 - - 
11,100 0 I 0 

2,700 - - 0 

60,800 40,900 76,900 31,900 

11,200 (5,500) 14,500 24,6@0 

1973 1974 
P 

1971 1972 - 
96,800 91,300 105,800 130,400 

Note: Under "Land, Bu i l d ings  and Equipment" we have assumed copper 
smelter expendi tures o f  $10,000,000 i n  1973 and $5,000,000 
i n  1974. 

Under "Mining Proper t ies"  we have assumed Elack Angel expend- 
i t u r e s  o f  $10,000,000 i n  1972 and $40,000,000 i n  1973. 
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APPENDIX I11 
~~ 

ESTIMATE OF EARNINGS FROM BLACK 

ANGEL M I N E  1974 

REVENUE FROM LEAD CONCENTRATE 

- Recoverabl e Lead - 
P r i c e  (L.M.E.) - 
Gross Revenue - 
Less: Treatment Charge 

o f  36/lb.  - 
Net Revenue 

- 
- 

- 

REVENUE FROM Z I N C  CONCENTRATE 

- Recoverable Z i n c  - 

Gross Revenue - 
Less: Treatment Charge 

o f  6 1/24!/lb. = 

- P r i c e  (E.P.P.) - 
- 

T o t a l  Lead and Z inc  U.S. 
Cdn. 

EARN I NGS 

- Revenue - 
Less: Operat ing Costs 

($20 per  t o n )  

Trans por  t a  t i on Costs 

Debt I n t e r e s t  

D e p r e c i a t i o n  
Earnings b e f o r e  Taxes 
M i n o r i t y  I n t e r e s t  

(38.5%) 

Cominco's I n t e r e s t  
(61 . 5%) 
-per  share 

37,500 S.T. 
14&/lb 
$10,500,000 

$ 2,300,000 
$ 8,200,000 

76,200 S.T. 
20$/1 b 
$30,500,000 

$ 9,900,000 

$20,600,000 

$28,800,000 
$28,200,000 

Cdn. $ 0 0 0 ' ~  

28,200 

13,300 
14,900 
3,000 

11,900 
3,200 

8,700 
3.900 
4,800 

7,800 

3,000 

1 86 
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APPENDIX IV 

IMPLICATIONS OF THE B . C .  GOVERNMENT'S INTENT TO AMEND THE 
MINING TAX ACT 

The recently elected government of British Columbia announced i n  
early October t h a t  an amendment t o  the Mining Tax Act would be intro-  
duced i n  the provincial legislature i n  the S p r i n g  o f  1973. 
ment intends t o  tax m i n i n g  companies a t  three levels,  as follows: 

The govern- 

- the f i r s t  level,  representing the heaviest taxation,will be on 
the profits  of companies producing concentrate t h a t  i s  shipped o u t  o f  
the province for treatment and refining. 

- 
production t o  the metal stage i n  the province. 

the second level will be on producers which refine their  mine 

- 
companies which mine, refine and fabricate i n  British Columbia. 

the third level,  representing the l ightest  t a x a t i o n ,  will be on 

For the following two reasons we do n o t  expect t h a t  the proposed 
changes will seriously affect  Cominco's t a x  rate- (1 )  royalties on 
the company's mining operations i n  British Columbia wi l l  be levied a t  
the second level of t axa t ion  and  will therefore be l ighter than the 
royalties on a l l  other m i n i n g  companies in the province (Comi.rrco i s  
the only m i n i n g  company i n  British Columbia which t reats  and refines 
i t s  mine production) - ( 2 )  operating profits  from the company's B . C .  
mines i n  1973 are estimated a t  only 20% of the company's total  oper- 
ating profits .  

Should  the mining t a x  ra te  be increased from the present 15% f o r  
a l l  m i n i n g  companies t o  25% for companies qualifying for  second level 
t a x a t i o n ,  ( a n d  i t  i s  most unlikely t h a t  th i s  figure would be exceeded), 
the effect  would be t o  increase Cominco's corporate t a x  ra te  by only 
2 percentage points, reducing the company's earnings and cash flow by 
only $0.05 i n  1973. 



COMINCO LTD. ($25+) 

APPENDIX V 

TECHNICAL O P I N I O N  
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I n  v e r y  genera l  terms, Cominco has e s t a b l i s h e d  two broad ranges o f  
suppor t  on t h e  downside, and two ranges o f  r e s i s t a n c e  on t h e  ups ide over  
t h e  p a s t  f i v e  years.  

The o u t e r  l i m i t s  f o r  t h e  s tock  would appear t o  be 35/40 f o r  substan- 

v i z .  
t i a l  ups ide r e s i s t a n c e ;  and 25/20 f o r  s u b s t a n t i a l  downside suppor t .  With- 
i n  these r a t h e r  broad parameters, narrower bands have been created;  
28/30 f o r  r e s i s t a n c e  and 22/24 f o r  suppor t .  
t h e  more meaningful  f o r  o t h e r  than t h e  l o n g  term p i c t u r e .  

These l a t t e r  l e v e l s  appear 

P r i c e  movements over  t h e  p a s t  f i v e  months have been downward, and a 
t e s t  o f  t h e  suppor t  l e v e l s  appears i n  progress.  
should be q u i t e  s i g n i f i c a n t .  

Support  i n  t h e  24/22 range 

The 1969 - 1971 Downtrend was broken a t  t h e  beginning o f  1972, which 
prompts t h e  judgement t h a t  t h e  e n t i r e  t r a d i n g  p e r i o d  between J u l y  1970 and 
December 1971 may be viewed as a huge c y c l i c a l  base fo rmat ion .  
t h e  a c t i o n  o f  t h e  p a s t  f i v e  months can then be i n t e r p r e t e d  as a p u l l b a c k  t o  
t h e  downtrend l i n e  i n  t h e  wake o f  t h e  breakout .  
range c o u l d  become an impor tan t  base area f o r  t h i s  downswing. Whi le t h e  
c u r r e n t  momentum i s  downward, t h e  r i s k / r e w a r d  r a t i o  i t r p l i e d  by  t h e  major  
suppor t  and r e s i s t a n c e  1 eve1 s d e t a i l e d  above prompts a more favourab l  e 
a t t i t u d e  f o r  t h e  l o n g e r  term i n v e s t o r .  

I n  t h i s  ve in,  

T h i s  i m p l i e s  t h a t  t h e  24/22 
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APPENDIX V I  

SHARE PRICES AND OTHER STATISTICS 

Cur ren t  P r i c e :  $25& Div idend:  $0.70 Y i e l d :  2.7% 

P r i c e  Range 1970: 
1971 : 

$19 1 /8  - $35 + 
$17 718 - $25 3/8 

1972 t o  date:  $22 5/8 - $30 314 

1972 1973 - 1974 - - 
Estimate o f  Earnings p e r  share $ 1.16 1.29 1.23 
P/E r a t i o  on est imated EPS 22.0 19.8 20.7 

Es t imate  o f  Cash Flow p e r  share $ 2.79 3.19 3.50 
P/CF r a t i o  on est imated CFPS 9.1 8.0 7.3 

C a p i t a l  S t r u c t u r e  (Dec . 31 , 1971 ) Marketabi  1 i t y  

$000 ' s 000 ' s 

Long-term debt  96,413 Shares Outstanding 16,970 
Deferred Taxes 28,668 Less: Canadian P a c i f i c  9,151 
Common E q u i t y  306,588 Investment  ( 53 . 9%) 

F l o a t i n g  Supply 7,819 
T r a d i  ng Volume (1 971 ) 1,286 431,669 

FIVE YEAR SUMMARY 

EARNINGS* PRICE/EARNINGS PRICE/CFPS D I V I D -  
PRICE RANGE PER RAT I 0  CF PER RATIO ENDS YIELD 

SHARE H I G H  LOW SHARE* H I G H  LOW P A I D  H I G H O W  - -  - ---- YEAR HIGH LOW - - -  
1971 25 3/8 17 7/8 0.74 34.3 24.2 2.26 11.2 7.9 0.70 2.8 3.9 
1970 35 5/8 19 1 /8  1.45 24.6 13.2 3.22 11.1 5.9 1.40 3.9 7.3 
1969 41 % 28 1/8 1.54 26.8 18.3 3.25 12.7 8.7 1.40 3.4 5.0 

1967 35 + 25 1/8 2.32 15.3 10.8 3.70 9.6 6.. 1.50 4.2 6.0 
1968 39 718 22 1.90 21.0 10.5 3.50 11.4 6.3 1*.40 3.5 6.4 

24.4 15.4 11.2 7.1 

* Before  e x t r a o r d i n a r y  i tems 




