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Ambitious'Junior' Made 
Good the Hard Way 

by Fred Dawkins 

Finding a viable mine property is 
hard enough . Gett ing that ore out of 
the ground is another proposi t ion a l 
t o g e t h e r — w h i c h is why the vast 
majority of " junior" explorat ion and 
deve lopment compan ies never pro
gress that extra step into the big 
leagues of p roduc ing compan ies . 

But there are except ions to the 
rule. A few brave juniors have taken 
that extra step by f inancing their pro
perties all the way to product ion. 
Virtually all are gold producers , 
s ince that high-pr iced metal is the 
only one offering an attractive 
enough return to ent ice lenders into 
back ing a smal l , unproven c o m 
pany. With today 's intense market 
interest in go ld , that option is be
coming more attractive for smal l 
compan ies all the t ime. 

The c a s e of Er ickson Go ld Mining 
Corp . , however , is spec ia l . The 
mine, located 20 km southeast of 
Cass ia r in northern British C o l u m 
bia, w a s the only property of any 
kind in C a n a d a to go into product ion 
in 1978. It fits the descr ipt ion o f . a 
gold property deve loped through to 
product ion by a junior firm — but 
back when the project was first 
deve loped , the price of gold w a s 
hover ing way down around $100 an 
ounce . In other words it was far from 
an easy sel l . Yet today the Er ickson 
property is a p roduc ing , profitable 
operat ion. 

The Er ickson mine is a joint ven 
ture, shared 50/50 by A g n e s & J e n 
nie Mining C o . Ltd. and Nu-Energy 
Deve lopment Co rp . , with North V a n 
couver -based A g n e s & Jennie hold
ing the mine management contract. 
S ince product ion officially started in 
Apri l of 1 979 , the mine has operated 
year-round, mil l ing an average of 
about 100 tons per day at 0.65 
ounces of gold per ton and a similar 

amount of si lver. Recove ry has av
eraged over 9 6 % . Expans ion of the 
mill is now under way . 

A s A g n e s & Jennie president 
Kristian R o s s (the joint venture's 
chief execut ive officer} told a s e m 
inar aud ience at the recent B .C . & 
Yukon C h a m b e r of Mines annual 
meet ing, bringing the property into 
product ion without the involvement 
of a major c o m p a n y took a lot of 

Above: The first drilling at Erickson, in the 
spring ol 1975: expecting only to indicate the 
presence of the vein with this technique, 
Agnes & Jennie hit 90 feet ol 2.44 oz./ton 
gold in their first attempt. 

Right: Erickson CEO Kristian Ross (president 
of Agnes & Jennie Mining), speaking at the 
B. C./Yukon Chamber of Mines annual 
meeting. "The single most important 
ingredient... is your belief and commitment 
to the project." 



Home sweet home at She Erickson site, spring '75. "The lirst year, we lived in a tent," says Ross. 

hard work, determinat ion — and 
perhaps most of al l , faith. 

" F o r my m o n e y , " he sa id , " the 
single most important ingredient in 
any project, next to nature, is your 
belief and commi tmen t to the proj
ect. One just has to be careful to 
look through tinted — but not fully 
rose-co loured g l a s s e s . " 

In a later interview with Mining Re
view, Ross admitted that the dec is 
ion to fo l low through right to produc
tion w a s not an easy one. The risks 
and obs tac les were pretty obv ious . 

"It's somewhat unusual for a c o m 
pany like ours to go into product ion 
by ou rse l ves , " he sa id . "If you aren't 
an operator you have to conv ince 
the backers that you have the exper
tise to b e c o m e one, so it's important 
to have the peop le you' l l need to 
carry the whole project through, ear
ly in the g a m e . Y o u have to be a lit
tle ahead of yourse lves in your per
sonne l . 

" T o f inance, you need the right 
mix of s ize , grade and payback po
tential. A c o m p a n y with ten mines 
and 'x ' mil l ion in annual product ion 
is much more likely to be a l lowed a 
longer payback per iod, because the 
risk to the lender is l e s s . " With a 
smal l c o m p a n y , the numbers have 
to be just right. 

Ross revea led that before the 
mine w a s deve loped to product ion, 
Er ickson had been approached 
twice by a major with "ex t remely 
good dea ls . But w e dec ided we had 
an opportunity to start a new C a n a 

dian mining c o m p a n y so we went 
for it." 

"It's an e c o n o m i c dec is ion as well 
as a phi losophical dec i s i on , " he ad
ded . " W h e n you ' ve first establ ished 
that the project is economica l l y v i
able, then it b e c o m e s a phi losophi
cal dec is ion as to whether it's worth 
it to you to create more ongoing op
portunit ies." 

Most compan ies in Er ickson 's 
posit ion dec ide the r isks are too 
high, and mak ing a deal with a major 
is preferable. The fact is, a money-
mak ing mine is a rare thing. A s R o s s 
put it, " M a n y don't pay off — and 
such errors are not l imited to the 
juniors. It's an extremely risky thing, 
and the temptation to dilute that risk 
by making a dea l is a lways s t rong." 

But the partners in the Er ickson 
venture were confident they had 
both the right peop le and the right 
property to make their project work. 
A l though it w a s far from easy , they 
have s ince been proven correct . 

R o s s ' s c o m p a n y , A g n e s & Jenn ie 
Min ing, started exploratory drill ing 
on the property in 1975 . The initial 
ore body — known as the Jennie vein 
— outcrops only intermittently over 
60 feet in Er ickson Creek , and C o m -
inco had already tried unsuccess 
fully to find it back in the 1930s . But 
A g n e s & Jenn ie ignored the current 
w i s d o m and sunk six percuss ion 
holes and three d iamond drill ho les, 
before bringing in Nu-Energy De
ve lopment in the summer of ' 76 . 

Drilling cont inued, with the first un
derground explorat ion conduc ted in 
the winter of '77. Resul ts were 
promis ing enough to prompt an ex
tension of the c la ims. Drilling and 
underground work were s tepped up, 
leading to the final pre-product ion 
underground deve lopment in spr ing 
1978. 

During this per iod, raising enough 
capital on the Vancouve r Stock Ex
change w a s difficult. After Nu -
Energy had joined the venture, 
they launched a 40c underwrit
ing to f inance the exDloration Rut 
even though the early assay results 
were good , and consul tants ' reports 
r e c o m m e n d e d further work, in
vestor interest was hand to sc rape 
up. 

"It w a s virtually imposs ib le to g ive 
the s tocks a w a y , " recal led R o s s , 
" b e c a u s e gold had gone from $100 
to $ 2 0 0 and back to $100 again . 
Even with an incredibly good first 
dril l, we couldn't get much interest 
from the market ." 

A s he noted in his talk to the 
Chamber of Mines meet ing, a rela
tively underf inanced junior company 
deve lop ing a vein-type deposit , after 
initial work, can orient its explorat ion 
program in one of two bas ic ways : 
either try to detail the big picture, or 
try to deve lop in sufficient detail 
enough ore to pay for product ion 
with an indicat ion of the bigger pic
ture. The first option offers less in
itial risk, but it takes longer and 
results in greater shareholder di lu
t ion. 

The Er ickson joint venture took 
the s e c o n d approach . Ultimately 
this cho ice gained the operat ion two 
years of product ion. A d d e d R o s s , 
" W e have now found one and pos
sibly two new parallel sys tems 
within our current mine work ings. 

Our ongo ing ... program has indi
cated w e are at the beginning of a 
long product ion run at E r i ckson . " 

In addit ion to keeping the exist ing 
shareholders happy, said R o s s , the 
cho ice of the " low-ba l l " deve lop
ment approach also saved the c o m 
pany a lot on start-up cos ts . A n d as 
it turned out, the earlier start w a s 
t imed perfectly with the rapid rise in 
gold pr ices. 



A c c o r d i n g to R o s s , four bas ic 
quest ions had to be answered 
before the dec is ion w a s made to de
ve lop the property to product ion: 
what w a s the apparent g ross value 
per ton, the total cos ts per ton, the 
initial capi tal and operat ing cos ts 
per ton, and finally, w a s there 
enough prof i tably-recoverable metal 
to satisfy the first three quest ions? 

W h e n the answers to those ques
tions c a m e out posi t ive, the joint 
venture next dec ided whether or not 
to " g o it a l one " with bank f inancing 
rather than mak ing a deal with a 
mine-operat ing c o m p a n y . In retro
spec t , sa id R o s s , the issue w a s not 
actual ly as straightforward as it then 
s e e m e d . It wou ld have been much 
simpler and easier on all conce rned 
if a deal had been negot iated. 

Sa id Ross at the seminar , "It (go
ing it alone) requires cont inuous 
total personal involvement . Fortun
ately w e have m a n a g e d to attract 
highly ski l led people to work with 
us. In our c a s e w e felt this project 
conta ined the spec ia l criteria neces 
sary to support the start of a new 
Canad ian mining c o m p a n y , with 
ability from prospect ing and geo l 
ogy , on through construct ion and 
product ion. W e c h o s e to take 
advantage of this opportunity, and 
have never regretted it. 

"O f cou rse if the initial project had 
been beyond a certain s ize and 
s c o p e w e couldn' t have done with
out the f inancial resources of a m a 
jor c o m p a n y . Obv ious ly w e couldn' t 
have bor rowed one or two hundred 
mil l ion dol lars the first t ime out." 

Even so , conv inc ing a bank to 
back the project was far from easy . 
A l though Ross s t ressed that he isn't 
bitter about it, it's c lear the exper i 
ence w a s an eye-opener . 

The first s tep for the joint venture 
w a s the preparat ion of a detai led, 
spec i f ic Formal Project Evaluat ion, 
outl ining s u c h nitty-gritties as the 
percentage of recovery expec ted , 
and the percentage of that recovery 
wh ich wou ld be paid for (and when) 
by the var ious smel ters . A r m e d with 
those f igures, the Er ickson peop le 
went out to try to conv ince a bank 
(and its mining engineer) that the 

project w a s a good risk. They quick
ly found that bankers- don't deal in 
potential, they deal in guaranteed 
payback with a comfor table margin 
for error. For a first-time producer , 
the project has to be very attractive 
before a bank will touch it, s imply 
b e c a u s e the c o m p a n y hasn't yet es
tabl ished a track record . 

S u c h a c o m p a n y should never as 
s u m e it has its f inancing until the for
mal documen ts are s igned , warned 
R o s s . For that reason , it is adv isab le 
to talk to severa l banks at o n c e to 
save t ime. The Er ickson group d id , 
" a n d were more a m u s e d than dis
couraged by s o m e of their respon
s e s . " 

Er ickson finally did get its f inanc
ing, f rom the Roya l Bank of C a n a d a . 
Obv ious ly the bank bel ieved in the 
e c o n o m i c s of the project, because 
the mine itself w a s the only s ig 
nificant secur i ty for the capital loan. 
Ross notes that one of the few points 
Er ickson had in its favour in its ap
plication for a loan was the fact that 
the company cha i rman is his father, 
David R o s s , one of the founders of 
Lornex and Afton Mines. A s it turned 
out, Er ickson paid off that loan just 
six months after the official start of 
product ion. 

That wasn' t the end of the prob
lems, though. The group had expec 
ted its money to c o m e through three 
months earlier than it d id , so the 
Project Evaluat ion had been pre
pared assuming summer t ime c o n 
struct ion. However , work didn't start 
until September . Fortunately, thanks 
to a gutsy, ded ica ted effort on the 
part of the who le c rew, the job was 
done in three months — on t ime and 
on budget, wh ich Ros s ca l led " a n 
amaz ing feat" . Indeed it w a s ; much 
of the nai l -pounding took p lace in 
40-be low weather. 

The Er ickson group a lso learned 
the hard way that you need to pro
v ide a lot of lead t ime to ensure 
equipment is ordered and del ivered 
on t ime, and you can' t take every 
suppl ier 's p romises at face va lue. 
Sti l l , the c o m p a n y sc rounged and 
bought used equipment wherever 
feasible (ie. the ore cars), whi le 
splurging on new underground pro
duct ion dri l ls, generators and e lec
trical c o m p r e s s o r s , and through 

mixing and matching managed to 
make the mine operat ional for a rela
t ively-smooth December 7 8 start
up. 

Now the mine is in the midst of ex
panding its mil l ing capac i ty with the 
addit ion of a 200 T P D ball mill and 
related equipment, to ach ieve an 
eventual 300 T P D capac i ty . 

In R o s s ' s v iew the Er ickson pro
perty has t remendous potential: "It's 
like w e ' v e only turned a few pages 
in a great thick book. With what 
we ' ve learned regarding the geo l 
ogy of the area, the c h a n c e s are 
very good that we' l l be in operat ion 
for a long t ime. It looks more and 
more like what we a lways thought 
— that we ' re in a major gold prov
i n c e " 

The mining and mill ing tech
niques used at the Er ickson mine 
are fairly s imple . The first produc
tion entry is 1,450 feet (450 m) 
above the mil l , shops and ,crew 
housing. The mine is being deve l 
oped on track by a ser ies of pro
gress ive ly lower adits. Modi f ied 
shr inkage s tope is the mining 
sys tem used , with stable ground 
condi t ions al lowing a min imum of 
t imbering and no need for pumping 
seepage . A s for the mill ing p rocess , 
no cyan ide or mercury is invo lved, 
wh ich comb ined with the relatively 
smal l s ize of the operat ion makes 
for a min imum of environmental 
prob lems too. 

With the Er ickson mine cruis ing 
a long nicely, the group is par
ticipating with Esso Resources on a 
project adjacent to the Jennie mine. 
Ross noted that work ing with Esso ' s 
top-notch geo log ica l peop le has 
helped the company unravel the 
complex geology of the Erickson gold 
prov ince. 

That brings us back to a point 
Ross emphas izes — that having the 
right peop le , the right blend of prac
tical ski l ls, is vital to the s u c c e s s of a 
project like the Er ickson mine. 

"There aren't any non-essent ial 
personnel at E r i ckson , " he told the 
C h a m b e r of Mines meet ing. " E v e r y 
person is a key pe rson . " 

A n d the bottom line is that Erick
son G o l d Mining Co rp . has s u c c e s s 
fully joined the ranks of the al l-
Canad ian producers . • 


