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PRELIMINARY REPORT

CAROLIN MINES LTD.

INTRODUCTION

i73u~uaﬁ?«
On Beeember 4, 1983, consultant Ivor Watson informed us that Ocelot

Industries Ltd. is seeking a purchaser of its 22%% interest in the Ladner
Creek, B.C. gold mine of Carolin Mines Ltd. and the joint venture exploring
various holdings adjacent to the mine. On 5223332;'10, 1983, Watson supplied
us with a series of mining and geological sections through the mine, a June
1981 evaluation report by Wright Engineers, some background notes (attached
hereto) and miscellaneous other data including two geochemical maps of the
exploration area. Ivor's contact with Ocelot is John Gunton, Manager, Mineral
Exploration and Mining.

Reasons given for the desire to sell are disenchantment with the
management of the mine (Carolin Mines Ltd.) and the slow progress being made
on the exploration side. From discussions with others, there are deeper
reasons but for purposes of this exercise the data will be reviewed on an
"as received basis" to see if further investigations are warranted.

LOCATION

The mine is in the Cascade Mountains, 20 kms. northeast of Hope,
B.C. at an elevation of 850 metres. It's located geologically in the
Coquihalla Gold Belt comprising the old Emancipation, Aurum, Georgia No. 2,
Pipestem, Idaho and other prospects. The Idaho Zone is the focus of current
mining activities.



GEOLOGICAL CONTEXT

Most of the Coquihalla gold prospects, including the Idaho Zone,
1ie within Ladner Group (L-M Jurassic) sediments east of the Hozameen Fault
which separates the Ladner Group from a 60 km long band of ultramafic rocks
striking north-northeast (see GSC Map 12-1969, Paper 69-47).

IDAHO ZONE

Ore occurs in quartz veins associated with steep faults and gently
dipping replacement zones in greywacke. Ore zones are not striking, sulphide
content is low (avg. 3%) and gold values are scattered throughout the zone.
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Mining blocks are defined by assay walls.

The deposit comprises a series of lenses with generally 20° plunges
northwards and varying from 50 to 200 metres in length and 10 to 100 metres
in vertical height. Grouped together the lenses are contained within a
structurally controlled, northerly plunging zone (200), 50 metres in horizontal
width (easterly), 100 metres in vertical height and 420 metres downplunge
(northerly).

MINING METHODS

Trackless mining equipment is used to extract ore by long hole stoping
methods with tracked main haulage tramming. Main access is via two drifts
80 metres apart on the 900 and 820 levels from which up and down spiral ramps,
at inclinations of 15%, are driven to establish draw points and drilling sub-
levels. Because of thz plunging tubular shane of the overall zone, the workings
extend 700 metres N-S by only 100 metres E-W. HMining is proceeding from the
northern part of the zone, southerly up the 20° plunge.
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Stopes are backfilled with deslimed tailings and cement and the

plan is to mine all pillars eventually to give 100% recovery of ore. Each

stope is individually designed because of the variability in size and shape
of the individual ore lenses.

S
o‘& 48/ A
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Crushing is carried out underground. The gold is recovered by
primary flotation to produce a bulk concentrate assaying about l;§_g£s/ton
gold. This is then subjected to conventional cyanide leaching and gold
precipitation by the Merrill-Crowe process. Since milling started in November
1981 recoveries were well below expectations but it is reported that major
refinements have increased recoveries from 30% to 70% as of November 19382
and further gradual improvement is expected.

The environmentally sensitive location of the tailings disposal
area and reported cyanide leakage therefrom caused a 10 week closure of
operations during official investigations of the situation. Apparently the
problems have been overcome and operations have resumed and no further
investment in the facility are forseeable for the next five years.

The designed milling rate is 1500 tpd with a potential of 1800 tpd
with 5% downtime.

ORE RESERVES

The latest figures were supplied by Gunton (see background notes
referred to earlier) effective December 2, 1982:
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In place diluted:’

Au
Proven @ 0.08 cutoff 906,000 tons @ 0.135 ozs/ton
Proven @ 0.05 cutoff 429,000 tons @ 0.100 ozs/ton
Drill indicated @ 0.05 cutoff 366,900 tons @ 0.106 ozs/ton
TOTAL: 1,702,500 tons @ 0.117 ozs/ton

The ore zone is relatively narrow in overall horizontal width (50
metres) but plunges 20° into a steep hillside. Exploration drilling terminated
ownplunge when bdth surface and/or underground drilling became very costly.
While downplunge continuation of ore is distinctly probable, verbal reports
indicate Tower grades in recent drilling in this area - something to check

carefully in view of the absolute necessity to prove more ore (see later).

OWNERSHIP SITUATION (SEE BACKGROUND NOTES ATTACHED)

The mine is managed by a committee of 4 Aquarius Group members and
3 Carolin Mines members but is operated by Carolin.

. The ultimate ownership is Carolin 50% and Aquarius Group 50%
(including Ocelot's 22%%.)

Total investment of all currently participating parties is $49.54 million
broken down under the following headings:

MILLIONS OF DOLLARS

OCELOT ALL OTHERS TOTAL
Exploration/Feasibility .41 3.13 3.54
Construction/Development 9.00 11.00 20.00
Overruns 5.86 20.14 26.00

TOTAL 15.27 34.27 49.54



Although we have no details, Ocelot arranged its share of the
financing through the Royal Bank and has apparently a $15.6 million loan out-
standing at a floating interest rate. Current interest charges are $169,000
per month which infers an annual interest rate of 13.00%. We understand
that Ocelot also guaranteed an additional $2 million in financing.

The payback formula is described in the background notes attached
and involves the allocation among the 5 parties of the first $73 million in
net cash flow. This figure is $23.5 million greater than the $49.5 million
investment because some of the parties have been bonused for putting up more
than their fair share of the cost overruns.

After the first $73 million cash flow, cash flow is allocated in
proportion to each party's interest.

The exploration joint venture is apparently controlled by Ocelot
which has a 40% interest. Any deal on this aspect alone could involve the
right to operate and control it.

"

TENTATIVE OFFER 21 vI°
According to Watson, Ocelot is willing to sell its interest in 'Ap& °
. —_ .
the mine for the following consideration: ﬂ&‘q b

- newparty assumes the $15.6 million loan outstanding

- new party assumes the additional $2 million loan guarantee

- new party pays Ocelot $7 million cash or in securities of
equivalent value.

Carolin have a right of first refusal on Ocelot's interest so
there is always the risk that the interested new party is merely forcing the
hand of Carolin into exercising its rights.



ECONOMICS

It should be clearly understood that this assessment is a very
preliminary one based on the scant information received, much of which is
out of date, and some vague guesstimates. Also, we must assume that mill
recoveries will improve and Carolin's teething problems will be solved if
the situation is to appear at all attractive. The objective of this
valuation is two-fold:

- assess the economics without becoming enmeshed in time consuming
sessions with the vendors and mine operators - this can come later
if the first study is promisin
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- see whether a duplicate orebody is worth looking for in the exploration

joint venture which can be dealt with separately from the mine interest.

Certainly current operating statistics would be interesting to
come by but will give little indication of how they can be improved. De-
tailed work at the mine is required to decide that.

We have assumed the basic parameters described in Table "A" and
assessed the economics in Tables "B" and "C" at gold prices of $500 and
$600 U.S. per oz. respectively.

The parameters assumed are very optimistic yet the resulting
analysis is dismal.

At $500 U.S. gold, Ocelot will not repay its back loan and
interest through mining the current ore reserves - after 39 months the
reserves will be depleted (including pillars:) and $2.7 million will remain
to be paid off, assuming 13.0 interest on outstanding debt prevails during

this period.




At $600 U.S. gold, Ocelot will repay its loans and net about
$4.2 million cash with a present value of $2.3 milljon at a discount rate
of 20%.

CONCLUSIONS

1. The Ocelot offer is unacceptable. Even at $600 U.S. gold,
its interest in the mine would only be worth 2.3 million at best, assuming
everything goes without a hitch during the next 3 to 4 years.

2. The reserves are grossly inadequate to service the investment Z??
which suffered 130% in overruns.

3. Further expansion of reserves down plunge will involve costly
development, possibly involving a new haulage level and lowering of the
crusher to that level. A major investment would be necessary.

4. Lower grades with depth have been indicated in recent exploratory
work.

‘5. The configuration and gentle plunge of the orebody is complex
and not ideally suited to long hole sub-level stoping. We very much doubt
that the modest operating costs, amounting to bulk mining costs, will be
achieved.

6. The future efficient operation of the tailings pond is still
in doubt. Tailings have to be pumped to a head of several hundred feet frem
the mill, in alpine terrain with very cold winters. |

7. If the Idaho Zone is typical of ore bodies in the Coquihalla
Gold Belt, further exploration seems unattractive from a new, third party

perspective but might be essential to those already with an investment in the
mine.



I will inform Ivor Watson that we do not want to follow-up his

overture and the data will be returned.

V)

iy
WIS N O

R.A. Dujardin

January 19, 1983
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BASIC PARAMETERS

Reserves (diluted) Proven & Indicated
Mil1ing rate (as designed)

Present 1ife of mine (current reserves)

Ultimate mill recovery "hoped-for"
Present mill recovery (verbal

)

)/
G

Capital investment (excl. exploration

& feasibility)
Ocelot's share of capital investment

Operating costs (1982 dollars

Ocelot's share of total investment
Ocelot's current loans
Ocelot's current interest rate
Payout formula re cash flow:
First $26.0 million Ocelot's share
Next $2.62 million Ocelot's share
Next $20.92 million Ocelot's share
Next $23.52 million Ocelot's share
Thereafter Ocelot's share
Gold Prices ($1 U.S. = $1.225 ()

TABLE "A"

1,702,000 tons @ 0.117 oz/ton

1500 tons per day
525,000 tons per year

3.24 yrs or 39 months
83%
70%

$23.45/ton (1983), $24.60 (1984,85)
$24.90 (1986) as estimated in Wright
Engineers Report, June 1931 and NOT
actual cost data 1982 (assumed abnorma

$46 million before interest

* $14.86 million

$15.27 million
$15.60 million
13.00%

22.5%

0

45.0%

30.0%

22.5%

$400 U.S. $490 C
$450 U.S. $551 C
$500 U.S.* $612 C
$550 U.S. $674 C
$600 U.S.* $735 C



CASH FLOW FORECASTS

Ore Milled (000 tons)
Gold Grade (ozs/ton)
Plant Recovery (%)
Gold Production (ozs)
Gold Price (Cdn. $/0z)
Gross Revenue (no escalation)
Operating Costs (1982 dollars)
Operating Profit at Mine Site
Payout of first 26,000
next 2,620
next 20,920
next 23,520
Ocelots Share 1st 26,000 (22%%)
next 2,620 (0)
next 20,920 (45%)
(
(
s

next 23,520 (30%)
Thereafter (22%%)
Yearly total

Ocelots debt repayment schedule:

Loan at start of year
Interest during year 6 13%
Repayment at end of year
Carried forward

Project R.0.R. Operating Profits v.

Capitalised Debt

($000's)

4,250

15,600
2,028
4,250

13,378

Au @ $500/0z. U.S.

TABLE "B"

1984

525
0.117
83
50,983
612
31,201
12,915
18,286
7,110
2,620
8,556

1,600

3,850

5,450

13,378
1,739
5,450
9,667

1985

525
0.117
83
50,983
612
31,201
12,915
18,286

12,364
5,922

5,564
1,777

7,341

9,667
1,256
7,341
3,583

1986

127
0.117
83
12,330
612
7,548
3,162
4,386

1,316

1,316

3,583

466
1,316
2,733

7.4%



TABLE "C"
CASH FLOW FORECASTS

Au @ $600/0z. U.S.
($000's) except where stated

1983 1984 1985 1986
Ore Milled (000 tons) 525 525 525 127
Gold Grade (ozs/ton) 0.117 0.117 0.117 0.117
Plant Recovery (%) 83 83 83 83
Gold Production (ozs) 50,983 50,983 50,983 12,330
Gold Price (Cdn. $/0z) 735 735 735 735
Gross Revenue (no escalation) 37,472 37,472 37,472 9,064
Operating Costs (1982 dollars) 12,311 12,915 12,915 3,162
Operating Profit at Mine Site 25,161 24,557 24,557 5,903
Payout of first 26,000 25,161 839 - -
next 2,620 - 2,620 - -
next 20,920 - 20,920 - -
next 23,520 - 178 23,342 -
Ocelots share first 26,000 (22%%) 5,661 189 - -
next 2,620 (0) - - - -
next 20,920 (45%) - 9,414 - -
next 23,520 (30%) - 53 7,002 -
Thereafter (22%%) - - 273 1,328
Yearly totals 5,661 9,656 7,275 1,328
Ocelots debt repayment schedule:
Loan at start of year 15,600 11,967 3,867 -
Interest during year at 13% 2,028 1,556 503 -
Repayment at end of year 5,661 9,656 4,370 -
Carried forward 11,967 3,867 - -
Ocelots net cash flow (before taxes) - - 2,905 1,328
NPV @ 15% cumulative - - 1,910 2,669
NPV @ 20% cumulative - - 1,681 2,322
Project R.0.R. Operating Profit v.
$15,600 cap. debt (before taxes) , 22%%

Project R.0.R. Oper. Profit less
interest v. $15,600 debt (before taxes) 11%%



BACKGROUND NOTES -- LADNER CREEK GOLD MINE

Location: 25 km. N.W. of Hope, S. British Columbia

Ownership:

Carolin Mines Ltd. . 50.00%

Aquarius Group: e
Ocelot Industries Ltd. 22.50%
Columbian Northland Exploration Ltd. 17.55%
Aquarius Resources Ltd. 5.00%
Windjammer Power & Gas Ltd. 4.95%
100.00%

Operator: Carolin Mines Ltd.

Through Ladner Cree’c Joint Venture Management Committee

consisting of 4 Aquarius Croup wembers and 3 Carolin members.

Historical:

1978 Joint Venture formed. Feasibility undertaken by Kilborn
Engineesing.

1979 (Fall) Production Committment - Aquarius Group to fund
construction and development to $20MM.

1981 (April) As a result of cost overruns, Wright Engineéring
undertook a re-feasibility and all joint venture
partners agreed to fund overruns ($26MH) pro-rata.

1981 (Nov.) Mil1 start-up.

1982 (Apr.) Mill shut;dpxh for environmental reasons.-

)
1982 (June) Mill re-start--fine tuning to increase recoveries
(continuing to decte).

1982 (July) "Commencement of Production" reached.

1982 (Nov.) First month of profitable operations.



Investment:
Exploration Construction & Development
&
Amount (MM$) (Approx.) Feasibility Initial Overruns Total
Carolin 2.62 -- 13.00 13.00
Ocelot 9.00 5.86 14.86
Columbian 0.92 7.02 4.56 11.58
Aquarius 2.00 1.30 3.30
Windjammer ) 1.98 1.28 3.26
3.54 20.00 26.00 46.00
Source
Carolin --  Mercantile Bank & State Farm Debenture
Ocelot --  The Royal Bank of Canada
Columbian -~ Private ’
Aquarius -- The Royal Bank of Canada (Loan guaranteed by
Ocelot, Columbian, Windjammer)
Windjammer -- Toronto Dominion Bank
Payout:  (IM$)
. Total
Carolin  Ocelot Columbian  Aquarius Windjammer (Approx. )
Priority 13.00 5.86 4.56 1.30 1.28 26.00
First (a) 2.62 2.62
(b) 9.41 7.34 2.09 2.07 20.92
Second 7.86 7.05 5.50 1.56 1.55 23.52
23.38 22.32 17.40 4.95 4.90 73.05
Third and future % of cash flow as follows:
Carolin  Ocelot Columbian  Aquarius Windjammer
50.00% 22.50% 17.55% 5.00% 4.95%



Technical:

Ore Reserves:

In place diluted:

Proven @ 0.08 cutoff 906,000 tons @ 0.135 oz./t.
Proven @ 0.05 cutoff 429,000 tons @ 0.100 oz./t.
Drill indicated @ 0.05 cutoff 366,900 tons @ 0.106 0z./t.

Total | 1,702,500 tons @ 0.117 oz./t.

Mining Method:

Adit accessed longhole blasting. Trackless mining with tracked
main haulage tramming.

Milling:
Type: Flotation, cyanide leach, Merriil-Crowe precipitation.

Capacity: 1,500 tpd (overdesign gives 1,800 tpd capability
with 5% downtime).

Recovery: 83% (design). At start-up, recovery was only 20-30%.
This has increased to 70% and is
increasing monthly.

Tailings: Existing dam has 5 year capacity: Dam height increase
and backfill sand cycloned tails will increase capacity
to 10 years.

Operating Costs: Approximately $1MM/month or ranging between $22 - $18
per ton according to mill throughput (1,500 tpd or
1,800 tpd).

Estimated Gold Production:

Mineable ozs.: 199,161
[Mi11 Recoverable ozs.: 165,303

At 1,500 tpd, reserves will provide 38 months of production
averaging 4350 ozs. per month or 145 0zs. per day.

At 1,800 tpd, reserves will provide 32 months of production
averaging 5,220 ozs. per month or 174 o0zs. per day.



POTENTIAL:

To date, little attempt has been made to increase ore reserves and since
only a minimal amount of drilling has been completed peripheral to the ore body
there is considerable potential for adding to the existing reserves. The
present ore configuration is viewed as two, en echelon fault separated,
northerly plunging bodies each having a three dimensional aspect not dissimilar
to that of a pear. There are no known geological reasons why additional ore
zones will not be present down plunge from the existing ore body. No consistent
diamond drilling programme has been followed since production start-up. The
minor amount of drilling which has been completed has added approximately 100,000
tons of reserves in satellitic pockets to the main ore zones. A programme of
continuing exploration and development has been scheduled to maintain a two year
reserve inventory.

AGREEMENT:

The Joint Venture is covered by an Agreement dated the 18th of July, 1978. °
An Operating Agreement is attached as a Schedule to the Agreement which amongst
other things details the Disposal of Production and each partners' Right to Take
in Kind.

An Amendment Agreement was signed dated the 1st of June, 1981 which redefined
the payout schedule in respect of additional capital requirements to cover
construction overruns.

Ocelot, Columbian and Windjammer signed an Agreement with Aquarius known as

the Representative Agreement whereby each party undertook to guarantee a production
loan to Aquarius to cover the Aquarius portion of the mine capital costs.

GENERAL COMMENTS:

The Ladner Creek HMine is the largest gold mine in Western Canada. It mines
a relatively low grade ore by low cost bulk tonnage mining methods. A flotation
concentrate is produced and subsequently leached with cyanide. Gold is pre-
cipitated from the leach solution by a Merrill-Crowe system and the precipitate
is batch smelted in a conventional oil-fired furnace to produce Dore bars. The
bars are shipped to Ottawa for further refining by the Mint.

Construction delays resulted in mine start-up beginning in the middle of
winter and, due to its severity, an environmental problem developed. As a
result, operations were suspended for a 10 week period. The environmental
problem has been corrected by the construction of a secondary water treatment
plant to process mill effluent water and by increasing the capacity of the
mine tailings pond which was accomplished by raising the height of the tailings
dam to 117 feet. There will be no need for further additions to the dam for
five (5) years and, by incurring additional capital costs now, future cash flows
will be enhanced.
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Since the mine is one of Canada's newest gold mines to come on stream
and is located in an accessible area of British Columbia, it has come under
close environmental scrutiny. This has resulted in strict environmental
controls being imposed, which, hitherto, have never been required in other
gold mines. Consequently, production delays, low recoveries and cost overruns
have been experienced, however, through persistent effort these problems have
largely been overcome. During the month of November, recoveries have risen
dramatically from 30% to over 70%. Continued gradual improvement in recoveries
is anticipated and mill throughput will be increased to design levels now that
losses are being minimized.

December 2, 1982

J. B. Gunton, Manager,
Mineral Exploration and Mining.



oil, a bulk rougher concentrate totalling
6 percent by weight of the feed is recov-
ered in four 3td-cubic-foot (8.5-cubic-
meter) fotation cells. The metallurgical
tesiwork showed only 91 percent of the
gold was recovered by MNotation, and
therefore, 50 percent more relention
time than was actually used in the labo-
ratory tests was designed into the circuit.
The slurry is scavenged in four 300-cu-
bic-foot (8.5-cubic-meter) cells, and the
scavenger concentrate is discharged
back to the conditioner 1ank. Scavenger
tailings are pumped 10 the tailings pond.

At this point all that remains is 100
tons per day of bulk concentrate assay-
ing 1.5 ounces gold per ton. The flow-
sheet now becomes typical of most small
gold m:ll operations. Rougher concen-
trate reports to a 10-inch (250-millime-
ter) cyclone and the underflow goes Lo a
7 by 6-foot (2.1 by 1.8-meter) regrind
mill for reduction 10 98 percent minus-
325-mesh. Regrinding is done with high-
lime addition 10 neutralize the acid
products formed by pyrrhotite, which
would otherwise consume excessive cya-
nide. Fuel oil is also added in the regrind
mill 1o deactivate any carbonaccous ma-
terial i the concentrate. The ore body
does ccatain minor amounts of graphite.

The reground and thickened pulp is
agitated in leach 1anks with cyanide re-
agent znd dispersed air for 72 hours.
Anticipated reagent consumplions are

IR P Ienn s v

1.28 pounds (0.58 kilogram) per ton so-
dium cyanide and 2.6 pounds (1.2 kilo-
grams) per ton lime. Gold dissolution in
the testwork was 91 percent for an over-
all recovery of 83 percent. Experience
has shown that betler recoveries can be
achieved in a plant environment versus
bench testing, and we belicve that the 83
percent overall recovery predicied in the
[easibility study is a conservative figure.

After it decants from the last leach
1ank, the pregnant solution is recovered
in a 40-foot (12.2-meier) thickener as
overflow. The thickener underflow is
pumped 10 a primary 10 by 10-foot (3 by
3-meter) drum filter, where additional
pregnant solution is recovered. The filter
cake is repulped in barren solution and
subsequently filtered in a sccondary 10
by 10-foot (3 by 3-meter) drum filter.

* The filter cake is repulped and charged

to tailings. All filtrates return 1o the
pregnant solution thickener, where they
are recovered as pregnant solution over-
flow. The overflow is pumped to a leal
clarifier Lo ensure the removal of finely
divided, suspended solids, and passed
through a decacration tower. Zinc dust
and lead nitrate are added 1o the deaer-
aled solution and the gold-zinc precipi-
tate is removed from the now barren so-
lution by one of two 36-inch (0.9-meter)
Perrin filter presses. The air dried gold-
zinc precipitate is then Nuxed and smelt-
ed 1o bullion in a single chamber, oil

fired, smelting furnace.

To avoid leach circuit contamination,
a bleed from the barren stream must be
continually removed. Cyanide must be
destroyed prior to disposal of the solu-
tion to tailings. Carolin has elected to
install an alkali chlorination system to
oxidize and destroy cyanide. Chlorine
gas is bubbled through the solution at a
maintained alkaline pH. After retention
in two 6 by 6-foot (1.8 by 1.8-meter)
fiberglass tanks, the treated barren solu-
tion is passed through a carbon column
for extraction of residual chlorine and
other undesirable ions. In addition to its
environmental advantage, it is felt that
the carbon system will prove 1o be a prof-
itable back-up for collecting gold not
precipitated by zine.

Solid tailings disposal is a significant
operatingcost. There are no downstream
impoundment sites where effluent can
be discharged by gravity from the mill.

The flotation tailings will not require
any chemical treatment prior to dispos-
al. However, it is proposed thal the sand
portion will be used as mine backfill, the
need for which will not arise until carly
1983. At that time, & backfill prepara-
tion plant will be required. This plant
will consist of two stages of pumping and
hydrocyclone classification. The coarse
sands will be pumped to the minc and the
overflow, comprising a product that is
primarily fines, at approximately 17 per-
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1982 June WORLD MINING

FIRST DORE BULLION BAR, left, was pour

cent by weight, will be delivered to the
tailings pond.

Flotation and leach tailings are cur-
rently collected and pumped through a
series of five 6 by 4-inch (150 by 100-
millimeter) Warman pumps. A linal dis-
charge pressure of approximately 400
pounds per square inch (28 bar) boosts
the tailings up a 6-inch (150-millimeter)
pipeline through approximately 600 fect
(183 meters) of head 1o the tailings im-
poundment area.

Tailings Containment

The tailings dam is an earthfill struc-
ture, constructed mainly of compacted
boulder clay from a borrow pil local to
the site. First stage construction includes
a downstream zone of free draining shot
rock, which will become a central chim-
ney drain in the final design. The two
zones arc scparaled by filter cloth. In the
summer and fall of 1981 approximately
350,000 cubic yards (270,000 cubic me-
ters) of carthfill were placed on the dam
to net one year of storage capacity. In the
future, the dam will be raised annually
to meet the production requirements.

Final dam crest will be 148 fect above
the valley foor. It will require 1,140,000
cubic yards (872,000 cubic meters) of
carthworks, which should provide 6%
years of tailings siorage. This capacity
will be substantially increased by imple-
menting underground back filling. Seep-
age is controlled by a small downstream
sump and pumping system. Pumps on 2
floating barge reclaim clarified water
and pump it up to a head tank. From
here the water Mows by gravity back to
the mill 10 meet much of the process
walter demand.

Make-up water for the process and

WORLD MINING June 1882

February 3, 1882, alter ten years and $C37,000,000. GOLD BRICK,
right, Is held by Rod Samuels, mill superintendent, Kelson Collins,

Mine on

for fire storage is pumped from Ladner
Creek. The potable water system is
charged by a separate upstream infiltra-
tion gallery.

Inflation Causes Cost Overrun

The 1979 [leasibility study estimated
that the Idaho zone ore body could be
brought into production at an estimated
cost of C$19,300,000 ($15,600,000).
The actual production cost was about
C$37,000,000 ($30,000,000). It can be
appreciated that there is a significant
difference between those second quarter
1979 dollars and the dollar's current
purchasing power,

Although a good portion of the over-
run can be attributed to inflation, there
have been other contributing factors.
Most notable of these wasa C$1,242,000
(51,006,000) extra cost to place a 10-
foot (3-meter) diameter, precast con-
crete culvert todivert Ladner Creck past
the mill site. After backfilling with mine
wasle, the culvert placement provided
much needed office and shop space as
well as reducing the environmental im-
pact of the possible silting of Ladner
Creck. In addition, the change to under-
ground crushing from surface crushing
increased the final cost. The require-
ment o shotcrete both crusher rooms
was another major expense not covered
by this study.

The Carolin operation is now making
a significant contribution to the econo-
my of the Hope area and adds ancother
63,000 annual ounces to Canadian gold
production. With favorable geology, en-
couraging exploration results, a strong
management leam, and no debt, Carolin
Mines Lid. looks to the future with
enthusiasm. L]

—
general manager, and Ted Worthington, consulting met
Mill output has already exceeded design capacity. Plans lor the near
tuture call for an culput of some 300 ocunces of goid per day.

allurgist.

Carolin Mines claims location
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WINDJAMMER POWER & GAS LTD. Alonnd
1800 AQUITAINE TOWER AR Ll
540 - FIFTH AVENUE S.W. A7)
CALGARY, ALBERTA : /
T2P OM2 TELEPHONE: 269-1144
APR 2 € 1382

AHC. 7
'p.:q..c. . M L
et Ml

T | M

March 29, 1982

Re: Follow up to Original Gold Mine Sale
offered approximately two weeks ago.

Gentlemen:

Approximately two weeks ago, Windjammer Power & Gas Ltd.
sent out a letter offering for sale a portion or all of its
interest in the Ladner Creek Gold Mine.

As of today, we have had no responses. Perhaps the initial
sales letter is still in the mail or you have received it and have
no interest in acquiring a portion of the Carolin Mines.

Please return one copy of this letter to indicate that you
have received the offer and have no further interest in it. This
offer is subject to prior sale.

Thank you for your consideration.

Yours tryly;"f;/
WINDJAMMER /POWER & GAS LTD.,

JS/jb
encl.



WINDJAMMER POWER & GAS LTD.

1800 AQUITAINE TOWER

540 - FIFTH AVENUE S.W.

CALGARY, ALBERTA

T2P OM2 TELEPHONE: 269-1144

March 15, 1982

Re: Sale of Ladner Creek Gold Mine and
Mineral Claims at Cost - Windjammer
owns 4.95% '

Due to the present economic situation, Windjammer Power &
Gas Ltd. is offering for sale one half (2.45% of 100%) of its
interest in the Ladner Creek Gold Mine. The sale includes all
the associated claims in the area.

Total Windjammer Power & Gas Ltd. investments at cost to
March 1, 1982 is $3,686,246.00. The 2.45% is offered at $1,850,000.00.
This is actual cost. There are no commissions or contingencies
built into the numbers. '

Carolin Mines is now on production. The main crusher is
capable of putting out 250 tons per hour. The mill capacity is
1800 tons per day. Ore reserves average 0.1l4 ounces per ton.

The mill has been fine tuned mechanically. We are now in a

process of balancing the chemical system to produce gold at

maximum efficiency. Three (3) gold bars have already been produced
t~averaging 30 pounds a piece. These were poured February 11, 18 .

and 25, 1982. It is anticipated pouring will be made approximately

every 9 days at maximum efficiency. 'Approximate payout is 2 1/2

years based on the enclosed sliding scale formula. This offer

is subject to prior sale and open for 30 days from the date above.

If you have any further questions, please call me.

Yours truly,
WINDJAMMER POWER & GAS LTD.,

Joseph Sabo
President

JS/ib



MAR 2 2 1982

WINDJAMMER POWER & GAS LTD.

1800 AQUITAINE TOWER

540 - FIFTH AVENUE S.W.

CALGARY, ALBERTA

T2P OM2 TELEPHONE: 269-1144

March 15, 1982 -~

Kerr Addison Mines Limited X oY /
P.0. Box 91, hY ,afi' VA
Commerce Court W. _ N MO Q
Toronto, Ontario M5L 1C7 '{;eyo) P )
2,6 (
,

Attention: Mr. W. James < AL /r?/ ¢

| G, Q0 SE

N Vd\’

Dear Mr. James, & 4/

Re: Sale of Ladner Creek Gold Mine and
Mineral Claims at Cost - Windjammer
owns 4.95%

Due to the present economic situati +—Windjammer Power &
Gas Ltd. is offering for sale one half((2.45% of (100%) of its

interest in the Ladner Creek Gold Mine. —ThHe sale._ip¢ludes all
the associated claims in the area. ﬁ]@fﬁt
: /f.,{,v{

Total Windjammer Power & Gas Ltd. investments at cost to

March 1, 1982 is $3,686,246.00. The 2.45% is offered at $1,850,000.00.
This is actual cost. There are no commissions or contingencies
built into the numbers.

* Carolin Mines is now on production. The main crusher is

capable of putting out 250 tons per hour. The mill capacity is

1800 tons per day. Ore reserves average 0.14 ounces per ton.

The mill has been fine tuned mechanically. We are now in a
process of balancing the chemical system to produce gold at
maximum efficiency. Three (3) gold bars have already been produced
averaging 30 pounds a piece. These were poured February 11, 18 -
and 25, 1982. It is anticipated pouring will be made approximately
every 9 days at maximum efficiency. Approximate payout is 2 1/2
years based on the enclosed sliding scale formula. This offer

is subject to prior sale and open for 30 days from the date above.

If you have any further questions, please call me.

Yours truly,
JAMBPER POWER & GAS LTD.,

JS/jb
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WINDJAMMER POWER & GAS LTD.
PROJECTED OPERATING REVENUE & NET REVENUE

LADNER

CREEK GOLD MINE

Feb,/82 Mar./82 Apr./82 May/82 June/82 July/82 Aug./82 Sept./82 Oct./82 Nov. /82 Dec./82 TOTAL
~ash Flow @ : 00,000 }
5485./0z Cdn. | $1,446,125 {$1,924,115 |$2,192,224 |$1,218,297 $2,273,219 $2,300,000 | $2,300,000 {$2,300,000 | $2,300,000 |S$2,300,000 |$2,300,

“indjammer
?eve:j\ue 71,583 95,243 108,515 114,760 112,524 113,850 113,850 198,000 198,000 198,000 198,000 |$1,522,325
rating
gopit 7 55,000 55,000 55,000 55,000 55,000 55,000 55,000 55,000 55,000 55,000 55,000 |$ 605,000
et
Ravenue 16,583 40,243 53,515 59,760 57,524 58,850 58,850 143,000 143,000 143,000 143,000 |$ 917,325
OUTSTANDING CASH CALL TOTAL WINDIJAMMER INVESTMENTS AT COST
Nov/81 Jan.11l Feb.15 Mar.l Total Equity Capital .
Development $2,796,393
Jutstanding Calls: Mineral Property 181,400
Initial Investment
Windjammer 74,318 66,565 53,857 63,763 258,503 Claim Reports Entry Fees 450,000
SUB-TOTAL  $3,427,793
Unpaid Cash Calls to March 1/82 $ 258,503
TOTAL $3,686,296

Payback to Windjammer is based on following formula:

4.95% of first $14,000,000.
9.9% of 20/23 of first $23,000,000.
9.9% of 2/3 of second $23,000,000.
4.95% of remaining revenues.
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NOTE
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JWM:

CAROLIN MINES LTD. - LADNER CREEK MINE

PROJECTED OPERATING REVENUE

JANUARY - JUNE 1982

JANUARY FEBRUARY MARCH APRIL MAY JUNE
PRODUCTION STATISTICS
Mine - operating shifts 48 48 54 52 52 52
Mill - days operating 28 28 31 30 31 30
Tons milled 33,600 42,000 49,600 51,000 52,700 51,100
Head Grade oz/ton .08 .10 .10 R RN RE
Recovery 81% 81% 82% 82% 83% 83%
Gold produced oz. 600* 3,402 4,067 4,600 4,812 4,665
CASH FLOW @ $485/0z. : Advance 85% $ 27,350 1,402,475  $1,676,620  $1,896,350  $1,983,747  $1,923,146
: Holdback 15% 43,650 247,495 295,874 334,650 350,073
$ 247,350  $1,446,125  §1,924,115

52,192,224 $2,318,397  $2,273,219

*Production is lower than grades indicate due to unrecovered gold which forms
the on-going circulating mill load. )

L : -

January 22, 1982 - o
JWM: jd

PAGE 3

TOTAL

306

178

280,000

.103
82.2%

22,146

$9,129,688
1,271,742

$10,401,430



Mine - Labour
- Other
Mill Labour
Mill consumables
Power

Temporary crusher

Surface Plant - Labour
- Other

Administration - Labour
- Other

Tons per month
Cost per ton milled
*Excluding January and February

January 22, 1982
JWM: jd '

CAROLIN MINES LTD. - LADNER CREEK MINE

PROJECTED OPERATING COSTS

JANUARY - JUNE 1982

Other (Maintenance
supplies,heat,etc.)

JANUARY FEBRUARY MARCH APRIL MAY JUNE TOTAL
$ 190,260 $ 190,260 $ 190,260 $ 190,260 $ 190,260 $ 190,260 $1,141,560
147,800 147,800 147,800 133,500 133,500 133,500 843,900
338,060 338,060 338,060 323,760 323,760 323,760 1,985,460
73,640 114,206 114,206 114,206 114,206 114,206 644,670
68,544 85,680 101,184 104,040 107,508 104,244 571,200
25,200 31,500 37,200 38,250 39,525 38,325 210,000
120,000 80,000 200,000
34,000 34,000 34,000 34,000 34,000 34,000 204,000
321,384 345,386 286,590 290, 496 295,239 290,775 1,829,870
93,881 80,006 80,006 80,006 80,006 80,006 493,911
71,550 71,550 71,550 71,550 71,550 71,550 429,300
165,431 151,556 151,556 151,556 151,556 151,556 923,211
54,640 54,640 54,640 54,640 54,640 54,640 327,840
30,500 30,500 30,500 30,500 30,500 30,500 183,000
85,140 85,140 85,140 85,140 85,140 85,140 510,840
$ 910,015 $ 920,142 $ 861,346 $ 850,952 $ 855,695 $ 851,231 $5,249,381
33,600 42,000 49,600 51,000 52,700 51,100 280,000
$27.08 §21.91 $17.37 $16.69 $16.24 $16.66 $ 18.74

PAGE 2

CoST

PER TON*

$ 3.72

2.68

6.40

2.23
2.04

.75

.67
5.69

1.57
1.40

2.97

1.07
.60

1.67

$ 16.73



