
K E R R A D D I S O N M I N E S L IM ITED 0 O 7 1 
S U I T E 7 0 3 - 1 1 1 2 W E S T P E N D E R S T R E E T Q L- D I 

V A N C O U V E R . B . C . V 6 E 2 S 1 

P H O N E 6 8 2 - 7 4 0 1 

March 4 , 1981. 

G r e n o b l e Ene rgy L i m i t e d , 
1255 - 555 B u r r a r d S t r e e t , 
V a n c o u v e r , B.C. 
V7X 1 J 6 . 

X Dear S i r s : 

Re: L e x i n g t o n P r o p e r t y 

T h i s l e t t e r i s c o n f i r m a t i o n o f o u r d i s c u s s i o n t h i s 
m o r n i n g w h i c h c o n c e r n e d t e r m s o f an ag reement w h i c h wou ld a l l o w 
K e r r A d d i s o n M i ne s L i m i t e d ( K e r r ) t o e a r n a 60% i n t e r e s t i n t h e 
c l a i m s h e l d by G r e n o b l e Ene rgy L i m i t e d ( G r e n o b l e ) i n t h e Greenwood 
a r e a o f B r i t i s h C o l u m b i a . 

The f o l l o w i n g t e rms were a g r e e d t o v e r b a l l y and 
t h e s e t e rms w i l l f o rm t h e b a s i s o f a more f o r m a l agreement t o be 
p r e p a r e d : 

1. K e r r a g r e e s t o spend $150 ,000 on s u r v e y i n g , 
d iamond d r i l l i n g and a s s a y i n g on t h e c l a i m s by 
May 3 1 , 1981 , p r o v i d e d t h a t no u n f o r e s e e n d e l a y s 
o c c u r . 

2. G r e n o b l e w i l l s t a t e t h a t t h e r e a r e no encumbrances 
on t h e c l a i m s and no commitments t o t h e c l a i m 
owners o t h e r t h a n t h o s e s t a t e d i n t h e S t a t e m e n t o f 
M a t e r i a l F a c t s i s s u e d by G r e n o b l e and d a t e d 
O c t o b e r 3 0 , 1979. G r e n o b l e a l s o c o n f i r m s t h a t t h e 
c l a i m s l i s t e d a r e i n good s t a n d i n g . 

3. D u r i n g t h e c u r r e n c y o f t h e K e r r - G r e n o b l e o p t i o n 
a g r e e m e n t , K e r r a g r e e s t o assume t h e o p t i o n payments 
t o t h e c l a i m h o l d e r s w i t h i n t h e t e r m s o f t h e 
v a r i o u s a g reement s h e l d by G r e n o b l e . 

K e r r a g r e e s t o keep t h e c l a i m s i n good s t a n d i n g 
d u r i n g t h e c u r r e n c y o f t h e K e r r - G r e n o b l e o p t i o n 
a g reement . 
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- 2 - G r e n o b l e Energy L t d . 

K e r r may e l e c t t o t e r m i n a t e t h e ag reement a f t e r 
e x p e n d i t u r e o f t h e $150 ,000 on e x p l o r a t i o n work . 

I f K e r r e l e c t s t o p r o c e e d w i t h f u r t h e r e x p l o r a t i o n 
work a f t e r May 3 1 , 1 9 8 1 , K e r r w i l l commit t o an 
a d d i t i o n a l e x p e n d i t u r e o f $ 150 ,000 d u r i n g t h e 
p e r i o d e n d i n g December 3 1 s t , 1981 . I f K e r r com
p l e t e s a t o t a l work e x p e n d i t u r e o f $300 ,000 i n 
1981 , t h e n G r e n o b l e w i l l i s s u e t o K e r r 100,000 
s h a r e s o f G r e n o b l e t r e a s u r y s t o c k . K e r r w i l l have 
t h e r i g h t t o c o n t i n u e work on t h e c l a i m s on t h e 
f o l l o w i n g s c h e d u l e i n o r d e r t o keep t h e agreement 
i n good s t a n d i n g . 

Yea r Work Sha re s I s s ued 
E x p e n d i t u r e t o K e r r 

1982 350 ,000 100,000 

1983 4 00 , 000 100,000 

Add 
1981 300 ,000 100,000 

$ 1 , 0 5 0 , 0 0 0 300 ,000 

On c o m p l e t i o n o f t h e above e x p e n d i t u r e s , K e r r w i l l 
have ea r ned a 60% i n t e r e s t i n t h e c l a i m s . I f a 
p o s i t i v e and f a v o u r a b l e f e a s i b i l i t y r e p o r t can be 
p r e p a r e d as a r e s u l t o f t h i s work and o t h e r s t u d i e s , 
K e r r and G r e n o b l e w i l l p r o c e e d t o f i n a n c e t h e 
p r o j e c t t o p r o d u c t i o n on a 60/40 b a s i s (60% K e r r , 
40% G r e n o b l e ) . I f G r e n o b l e d e c l i n e s t o p a r t i c i 
p a t e i n t h e f i n a n c i n g t h e n G r e n o b l e ' s i n t e r e s t 
w i l l become a 15% ne t p r o f i t s i n t e r e s t and 
K e r r w i l l own t h e c l a i m s as t o 100% o f G r e n o b l e ' s 
i n t e r e s t o r K e r r may f i n a n c e G r e n o b l e ' s s h a r e o f 
p r e - p r o d u c t i o n c o s t s on a b a n k i n g b a s i s . Any such 
f i n a n c i n g by K e r r on b e h a l f o f G r e n o b l e w i l l be 
r e p a i d t o K e r r f i r s t o u t o f 100% o f ne t o p e r a t i n g 
r e v e n u e s . 

K e r r w i l l be o p e r a t o r o f t h e p r o j e c t a t a l l t i m e s 
u n l e s s K e r r d e c l i n e s t o o p e r a t e . 



- 3 - G r e n o b l e Ene rgy L t d . 

8. E x p l o r a t i o n r e s u l t s w i l l be t h e s u b j e c t o f p u b l i c 
news r e l e a s e s on a r e g u l a r b a s i s . I t i s no t 
K e r r ' s i n t e n t t o r e l e a s e l e s s t h a n t h e c o m p l e t e 
a s s a y s f o r one d r i l l h o l e . T i m i n g o f news 
r e l e a s e s w i l l be a r r a n g e d by mutua l ag reement . 

SIGNED AND APPROVED: SIGNED AND APPROVED: 

D.A. L o w r i e , 
V i c e - P r e s i d e n t , E x p l o r a t i o n , 
K e r r A d d i s o n M i n e s L i m i t e d . 

G r e n o b l e Ene rgy 

D a t e d : March 

L i m i t e d . 

, 1981 D a t e d : March 4 , 1981 . 



K E R R A D D I S O N M I N E S L I M I T E D 
S U I T E 7 0 3 - 1 1 1 2 W E S T P E N D E R S T R E E T 

V A N C O U V E R . B . C . V 6 E 2 S 1 

P H O N E 6 8 2 - 7 4 0 1 

F e b r u a r y 6 , 1981. 

The Board o f D i r e c t o r s , 
G r e n o b l e R e s o u r c e s L t d . , 
#1015 - 470 G r a n v i l l e S t r e e t , 
V a n c o u v e r , B.C. 

Gen t !emen : 

P u r s u a n t t o a m e e t i n g on December 4 , 1980 between 
Pa t Bowes and Rudy N o s a l e k r e p r e s e n t i n g G r e n o b l e R e s o u r c e s and 
Dave L o w r i e and m y s e l f r e p r e s e n t i n g K e r r A d d i s o n and t o a s u b s e 
quent m e e t i n g on F e b r u a r y 4 , 1981 between Mr. E.E. W e i s b r o d and 
M i k e Bowes o f G r e n o b l e , we s u b m i t h e r e w i t h a t e n t a t i v e p r o p o s a l 
f o r a j o i n t v e n t u r e ag reement between G r e n o b l e R e s o u r c e s and 
K e r r A d d i s o n . 

In e s s e n c e , K e r r A d d i s o n wou ld assume a l l p r e -
p r o d u c t i o n c o s t s i n c l u d i n g payments t o v a r i o u s p r o p e r t y v e n d o r s 
as i n d i c a t e d i n t h e 1979 G r e n o b l e p r o s p e c t u s . S hou l d a p r o d u c t i o n 
d e c i s i o n ensue f r om t h i s w o r k , p r o d u c t i o n c o s t s wou ld be bo rne 
60% by K e r r A d d i s o n and 40% by G r e n o b l e R e s o u r c e s . In t h e e v e n t 
t h e p a r t i c i p a n t s a g r e e t h a t K e r r wou ld f i n a n c e G r e n o b l e ' s 
p o r t i o n o f t h e p r o d u c t i o n c o s t s , K e r r wou ld t h e n r e c o u p t h a t c o s t 
f r om 100% o f e a r n i n g s and w o u l d r e c o u p i t s own c o s t s f r o m 90% 
o f e a r n i n g s . 

F o r i t s p r e - p r o d u c t i o n e x p e n d i t u r e s , K e r r wou l d 
have t h e o p t i o n t o t a k e down G r e n o b l e s h a r e s i n a c c o r d a n c e w i t h 
t h e f o l l o w i n g s c h e d u l e o f wo r k : 

Y e a r 1 $250 ,000 100,000 Sha re s 
Y e a r 2 $300 ,000 100,000 
Y e a r 3 $400 ,000 100,000 

T o t a l s $950 ,000 300,000 Sha re s 

In o u r t onnage c a l c u l a t i o n s f o r t h e L e x i n g t o n d e p o s i t , 
p o s s i b l e r e s e r v e s a p p r o x i m a t e d r i l l p r o ven r e s e r v e s and ou r p r i m a r y 
e x p l o r a t i o n g o a l w o u l d be t o do s u f f i c i e n t d r i l l i n g f r om s u r f a c e 
t o b r i n g t h e p o s s i b l e r e s e r v e s i n t o p r oven c a t e g o r y . The d e p o s i t 
wou ld t h e n have been d r i l l e d a t 100 f t . c e n t r e s . 
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GpenotiTResources L t d . - 2 - Feb . 6 , 1981 . 

We r e c o g n i z e t h a t t h e l o c a t i o n s o f t h e o r e i n t e r c e p t s 
o f p r e v i o u s d r i l l h o l e s were n o t d e t e r m i n e d a c c u r a t e l y . C o n s e q u e n t l y 
ou r d r i l l h o l e s w i l l have t o be c a r e f u l l y s u r v e y e d and c a r e f u l l y 
m o n i t o r e d t o m a x i m i z e c o n t r o l . 

I f we s u c c e e d i n e s t a b l i s h i n g t h e c o n t i n u i t y o f t h e 
o r e zone w i t h t h e f i l l - i n p r o g r a m , t h e p r o j e c t i s o f f and r u n n i n g 
and work w o u l d c o n t i n u e w i t h o u t i n t e r r u p t i o n . We wou ld l i k e 
howeve r , t o be a b l e t o t e r m i n a t e o u r work a t t h e end o f t h e f i l l -
i n d r i l l p rog ram i f we f a i l t o e s t a b l i s h c o n t i n u i t y . We do n o t 
know t h e p r e c i s e c o s t o f t h e d r i l l i n g and o t h e r s t u d i e s a t t e n d a n t 
w i t h t h e program bu t a minimum o f 5 h o l e s wou ld be r e q u i r e d and 
no e q u i t y wou ld be e a r n e d by K e r r u n t i l c o s t s have r e a c h e d 
$250 ,000 . By t h e same t o k e n i f t h i s work s u c c e e d s , we may w e l l 
spend i n e x c e s s o f t h e p r o p o s e d $250 ,000 i n t h e f i r s t y e a r . 
In a l l p r o b a b i l i t y a c r o s s - c u t t o t h e c e n t r e o f t h e d e p o s i t 
t o g e t h e r w i t h a ramp p a r a l l e l i n g t h e d e p o s i t wou ld be r e q u i r e d 
b o t h f r o m an e x p l o r a t i o n and d e v e l o p m e n t s t a n d - p o i n t . 

I t wou ld be K e r r A d d i s o n ' s i n t e n t t o d e v e l o p t h e 
L e x i n g t o n P r o p e r t y w i t h t h e g r e a t e s t o f d i s p a t c h and i n a manner 
t h a t wou ld p r o v e r e w a r d i n g t o b o t h G r e n o b l e and K e r r . Toward 
t h a t end we wou ld be p l e a s e d t o c a r r y on a d d i t i o n a l d i s c u s s i o n s 
w i t h y o u r r e p r e s e n t a t i v e s o r c o n s u l t a n t s a t any t i m e . 

You r s v e r y t r u l y , 

W.M. S i r o l a , 
R e g i o n a l E x p l o r a t i o n Manager . 

WMS/al: 

c . c . D.A. L o w r i e , 
V i c e - P r e s i d e n t , E x p l o r a t i o n . 



K E R R A D D I S O N M I N E S L I M I T E D 
( F O R I N T E R - O F F I C E U S E O N L Y ) 

F i l e 
From Si_ro]_ d 

G r e n o b l e R e s o u r c e s , L e x i n g t o n P r o p e r t y F e b r u a r y 3 , 1981. 
t>eenwood -A rea , - B.Cv f S 2 ^ f - ) — — D a t e - -
ECONOMICS 

Dave L o w r i e made t h e f o l l o w i n g c a l c u l a t i o n s on 
December 4 , 1980 based on F r e d Chow ' s o r e r e s e r v e s : 

PROVEN ORE RESERVE 
222,000 t o n s a v e r a g i n g 1.22 c o p p e r and 0.176 o z s . o f g o l d . 
The r e c o v e r a b l e v a l u e o f t h e p roven o r e i s : 

Copper - 24 l b s . x 0 .80 x 70<£ - $13.44 
G o l d - 0.176 x $600 x 90% = $95 .00 

T o t a l =$108.44 

PROBABLE ORE RESERVE 
70,000 t o n s a t 1.31% c o p p e r and 0.18 o z s . o f g o l d . 

NSR o f c o p p e r c o n t e n t - 26 l b s . x 0.8 x 70<t = $ 14.50 
R e c o v e r a b l e v a l u e o f g o l d c o n t e n t - 0.198 x $600 x 0.9 = $107.= 

T o t a l = $121.56 

POSSIBLE ORE RESERVE 
191,000 t o n s a t 1.31% 

NSR o f c o p p e r c o n t e n t 
NSR o f g o l d c o n t e n t 

c o p p e r and 0.187 g o l d . 

- 26 l b s . 
- 0 .187 x 

T o t a l 

x 0.8 x 7 0 * = $ 14.56 
$600 x 0.9 = $101.= 

$115.56 

M i l l C a p a c i t y 
The m i l l i n g r a t e p e r annum f o r 483 ,000 t o n s t o t a l r e s e r v e s 

t o be mined o v e r a f o u r y e a r p e r i o d wou l d be 120,750 t o n s . D a i l y 
t onnage wou l d be 120,750 -f- 350 = 345 t p d . 

O p e r a t i n g C o s t 
M i n i n g $30 pe r t o n u s i n g l a s t h o l e d r i l l i n g and s h r i n k a g e 

s t o p i n g ; 
M i l 1 i n g $10 p e r t o n . 

T o t a l o p e r a t i n g c o s t $40 pe r t o n . 
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K E R R A D D I S O N M I N E S L I M I T E D 
( F O R I N T E R - O F F I C E U S E O N L Y ) 

To F i l e F rom W_.M.__Si r o l a 

Subject G r e n o b l e , R e s M C . c e s Date .February,.3.,_, 1.981. 

Economics 

V a l u e o f P r o d u c t i o n 

P roven r e s e r v e s - 222,000 t o n s a t $68.= p e r t o n = $15 ,000 ,000 
P r o b a b l e r e s e r v e - 70 ,000 t o n s a t $81.= p e r t o n = $ 5 ,670 ,000 
P o s s i b l e tonnage - 191,000 t o n s a t $75.= p e r t o n = $14 ,300 ,000 

T o t a l v a l u e o f a l l r e s e r v e s = $34 ,970 ,000 
X 

C a p i t a l c o s t s 
£ 1 0 , 0 0 0 , 0 0 0 . = 

I n t e r e s t c o s t s 

Yea r 1 - $5 ,000 ,000 a t 14% = $ 700 ,000 
Yea r 2 - $ 10 , 000 , 000 a t 14% = $ 1,400,000 
Yea r 3 - $ 5 , 000 , 000 a t 14% = $ 700,000 * 

T o t a l i n t e r e s t c o s t s = $ 2 ,800 ,000 

C o s t o f c a p i t a l p l u s i n t e r e s t = $12 , 800 ,000 . 

Pay o u t p e r i o d 

1.5 y e a r s . 

. W.M. S i r o l a , 
R e g i o n a l E x p l o r a t i o n Manager . 

WMS/al: 

* C o n s t r u c t i o n p r e s umab l y c o m p l e t e a t end o f 2 y e a r s by w h i c h t i m e 
Bank i s owed $10 ,000 ,000 i n c a p i t a l and $2 ,100 ,000 i n i n t e r e s t f o r 
a t o t a l o f $ 12 , 100 ,000 . Fo r repayment d u r i n g t h e 3 r d y e a r i s 
$7 ,100 ,000 t h e n b a l a n c e on w h i c h i n t e r e s t must be p a i d i s $ 5 , 0 00 , 000 . 



K E R R A D D I S O N M I N E S L I M I T E D 
( F O R I N T E R - O F F I C E U S E O N L Y ) 

Fi le From. ...^3.;.A\V.9^3. 

GxenobJ.e..Resources ^_Lex Date. Febr.uarx.3j...l9.B.L. 
Greenwood A r e a , B.C. ( 82 -E ) 

On December 4 , 1980 Dave L o w r i e and I met w i t h Pa t Bowes 
and Rudy N o s a l e k t o d i s c u s s a p o s s i b l e o p t i o n agreement on t h e 
G r e n o b l e P r o p e r t y . The t e rm s e t f o r t h by Dave L o w r i e were as 
f o l l o w s : 

X 
Year 1 - K e r r a g r e e s t o work a commitment o f $250,000 and has t h e 

o p t i o n t o t a k e down 100,000 s h a r e s o f G r e n o b l e . 

Yea r 2 - K e r r e x p e n d i t u r e s $300 ,000 w i t h 100,000 s h a r e o p t i o n . 

Yea r 3 - K e r r e x p e n d i t u r e s $400,000 w i t h 100,000 s h a r e o p t i o n . 

I f e x p l o r a t i o n work j u s t i f i e s p r o d u c t i o n t hen t h e c o s t 
o f p r o d u c t i o n wou ld be s p l i t 60% K e r r A d d i s o n and 40% G r e n o b l e . 
K e r r may e l e c t t o f i n a n c e G r e n o b l e s h a r e o f c o s t In w h i c h c a se 

t h e pay back t o K e r r o f G r e n o b l e ' s p o r t i o n o f c o s t wou ld come o u t 
o f 100% o f e a r n i n g s . The p a y - b a c k o f K e r r ' s p o r t i o n o f c o s t wou ld 
come o u t o f 90% o f e a r n i n g s . 

K e r r A d d i s o n wou ld a l s o assume t h e payments t o t h e 
v a r i o u s p r o p e r t y v e n d o r s . 

W.M. S i r o l a , 
R e g i o n a l E x p l o r a t i o n Manager. 

WMS/al 
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