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BRENDA MINES LTD. 

SUMMARY AND RECOMMENDATION 

We recommend the shares of Brenda M i n e s be c a r e f u l l y accumulated for c a p i t a l 
a p p r e c i a t i o n i n the next 18 months for the f o l l o w i n g reasons : 

1. The Company i s expected to generate earnings and c a s h f l o w s , depending on the 
operating rate ach ieved in the m i l l , at the f o l l o w i n g rates : 

1970 1971 1972 
(9 months) 

Earnings per share 24 ,000 t o n s / d a y $2.30 $3. 15 $2 .85 
30 ,000 t o n s / d a y $2.9 0* $4. 40 $2 .90 

C a s h F low per share 24 ,000 t o n s / d a y $3 .30 $4. 50 $4 .20 
30 ,000 t o n s / d a y $3 .90* $5 .75 $4 .25 

* assumes that the Company at tains an operat ing rate of 30 ,000 tons per day by D e c . 31/70 

The above project ions assume a copper price of $0.50 per l b . U . S . i n 1970, 
$0.48 per l b . U . S . i n 1971, and $0 .45 per l b . U . S . thereafter , and a molybdenum pr ice of 
$1.72 per l b . U . S . If higher pr ices are obtained for these m e t a l s , i t would i n c r e a s e 
Brenda's 1970 earnings (based on 24 ,000 ton per day rate) as f o l l o w s : 

M e t a l Price Increase Increase in Brenda Earnings 
(per share) 

Copper - $ 0 . 0 l / l b . $0.06 
M o l y b d e n u m - $ 0. 1 0 / l b . $0.19 

The m i l l has a minimum rated c a p a c i t y of 24 ,000 tons per d a y , but as i s 
customary it was des igned wi th a cer ta in degree of o v e r c a p a c i t y . We expect that the 
operating l e v e l w i l l exceed the minimum c a p a c i t y and c o u l d approach the 30, 000 ton per 
day rate by the end of 1970. Tune-up operat ions commenced i n December , 1969, and can 
be expected to reach rated c a p a c i t y by A p r i l , 19 70 . 

2 . Proven ore reserves on the property, as out l ined in an independent f e a s i b i l i t y study 
carr ied out in 19 66/67 , are approximate ly 145 m i l l i o n tons grading 0.2 0% copper and 0.054% 
molybdenum - suf f i c i en t for a minimum of 16 years of operat ion at an operat ing rate of 
24 ,000 tons per d a y . The probabi l i ty of adding to e x i s t i n g ore reserves i s e x c e l l e n t . 

3 . Brenda has contracted for the sa le of a l l i t s copper concentrate for a period of f ive 
years to N i p p o n M i n i n g Company L i m i t e d , In a d d i t i o n , Noranda Sales Corpora t ion L i m i t e d 
has agreed to market a l l molybdenite product ion for a period of f ive y e a r s . 

4. Brenda i s contro l led by Noranda M i n e s L t d . w h i c h has 51% of the outs tanding s h a r e s . 
Noranda has proven a b i l i t y in the management of mining o p e r a t i o n s . 

G i v e n the Whi te Paper 's Proposals for tax reform, the Present Value of the c a s h 
f lows generated over the l i f e of the proven orebody, assuming a 10% d i s c o u n t fac tor , i s 
$10.05 per share for an operat ing rate of 24 ,000 tons per day and $12.60 per share for an 
operat ing rate of 30 ,000 tons per d a y . Although a Present Value c a l c u l a t i o n provides an 
i n d i c a t i o n of the worth of a mining s tock , h i s t o r i c a l observat ion has i n d i c a t e d that it does 
not normal ly s e l l i n r e l a t i o n s h i p to i ts Present Value in the market p l a c e , p a r t i c u l a r l y 
during the i n i t i a l production y e a r s . 

The market price o f the stock is normally determined by a m u l t i p l e of earnings 
a n d / o r cash f l o w s , p a r t i c u l a r l y those earnings generated in the f i rs t f u l l year of p r o d u c t i o n . 
An h i s t o r i c a l a n a l y s i s o f other mining s i tuat ions i n d i c a t e s that they have so ld at about 
eight t imes earnings during their f i rs t fu l l year o f p r o d u c t i o n . 



HISTORY 

T h e C o m p a n y w a s i n c o r p o r a t e d o n O c t o b e r 2 5 , 1 9 5 5 a s a p r i v a t e 
c o m p a n y u n d e r t h e l a w s o f t h e P r o v i n c e o f B r i t i s h C o l u m b i a . In D e c e m b e r 
1 9 6 5 , B r e n d a w a s c o n v e r t e d t o a p u b l i c c o m p a n y a n d t h e f u n d s r a i s e d w e r e 
u s e d f o r i n i t i a l e x p l o r a t i o n n e a r P e a c h l a n d , B r i t i s h C o l u m b i a . S u b s e q u e n t 
e x p l o r a t i o n a n d u n d e r g r o u n d d e v e l o p m e n t w o r k h a s p r o v e n t h e e x i s t e n c e o f a 
l a r g e t o n n a g e r e s e r v e o f c o p p e r a n d m o l y b d e n u m . A d e t a i l e d f e a s i b i l i t y s t u d y 
i n 1 9 6 6 / 6 7 , w h i c h i n c l u d e d a n u n d e r g r o u n d d e v e l o p m e n t p r o g r a m a s w e l l a s 
m e t a l l u r g i c a l t e s t i n g i n a 100 t o n p e r d a y (tpd) p i l o t p l a n t , i n d i c a t e d t h a t 
e c o n o m i c p r o d u c t i o n o f m i n e r a l s f r o m t h e p r o p e r t y w a s p o s s i b l e . A n a g r e e m e n t 
w a s c o n c l u d e d w i t h N o r a n d a M i n e s L i m i t e d , T h e B a n k o f N o v a S c o t i a , t h e 
N i p p o n M i n i n g C o m p a n y L i m i t e d a n d M i t s u i & C o m p a n y L i m i t e d i n e a r l y 1 9 6 8 , 
w h e r e b y , t h e s e c o m p a n i e s a g r e e d t o p r o v i d e t h e s e n i o r f i n a n c i n g t o p l a c e 
B r e n d a i n t o p r o d u c t i o n . 

A s t a r t - u p d a t e o f S e p t e m b e r 3 1 , 19 69 w a s i n i t i a l l y a n n o u n c e d b y 
t h e C o m p a n y . H o w e v e r , c o n s t r u c t i o n w a s s t o p p e d b y a s t r i k e f r o m A p r i l 1 5 t h 
t o J u l y 1 9 6 9 , a n d p r e l i m i n a r y s t a r t - u p o f t h e p l a n t w a s d e l a y e d u n t i l D e c e m b e r , 
1 9 6 9 . A p p r o x i m a t e l y 1 , 0 0 0 , 0 0 0 t o n s o f o r e h a v e b e e n s t o c k p i l e d f o r m i l l i n g . 
O u r p r o j e c t i o n s a s s u m e t h a t t h e o p e r a t i o n r e a c h e s a r a t e d c a p a c i t y o f 2 4 , 000 
t p d b y A p r i l 1 , 19 7 0 . 

ORE RESERVES 

T h e c o m p u t e r b a s e d o r e r e s e r v e s a n d g r a d e s a s r e p o r t e d i n a n 
i n d e p e n d e n t f e a s i b i l i t y s t u d y c a r r i e d o u t i n 1 9 6 6 / 6 7 b y C h a p m a n W o o d & 
G r i s w o l d L t d . a r e : 

T o n s C o p p e r 
G r a d e 

M o l y b d e n u m 

2 3 , 7 8 0 , 0 0 0 
1 2 2 , 0 0 0 , 0 0 0 

T o t a l 1 4 5 , 7 8 0 , 0 0 0 

0 . 2 3 5 % 
0 . 194% 
0 . 2 0 0 % 

0 . 0 7 5 % 
0 . 0 5 0 % 
0 . 0 5 4 % 

V 

In e a r l y 1 9 6 8 , N o r a n d a M i n e s e s t i m a t e d o r e r e s e r v e s at 177 m i l l i o n 
t o n s g r a d i n g 0 . 1 8 3 % c o p p e r a n d 0 . 0 4 9 % m o l y b d e n u m . T h e s e r e s e r v e s i n c l u d e d 
2 6 m i l l i o n t o n s t o b e m i n e d d u r i n g t h e f i r s t t h r e e y e a r s g r a d i n g 0 . 2 1 2 % c o p p e r 
a n d 0 . 0 6 3 % m o l y b d e n u m . 

A s a r e s u l t o f c o n v e r s a t i o n s w i t h m a n a g e m e n t a n d v i s i t s t o t h e 
p r o p e r t y , w e b e l i e v e t h a t t h e g r a d e e s t i m a t e d b y N o r a n d a i s c o n s e r v a t i v e . In 
a d d i t i o n , a s l i g h t i m p r o v e m e n t i n o r e g r a d e o v e r t h e c o m p u t e r b a s e d v a l u e s 
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h a s b e e n i n d i c a t e d d u r i n g p i t p r e p a r a t i o n f rom a n a l y s i s o f b l a s t h o l e c u t t i n g s 
a n d f r o m e x p o s u r e o f a h i g h g r a d e s e c t i o n o f m o l y b d e n i t e m i n e r a l i z a t i o n o n 
t w o b e n c h l e v e l s . F o r t h e s e r e a s o n s w e h a v e u s e d t h e ore g r a d e f i g u r e s 
p r e p a r e d b y t h e i n d e p e n d e n t c o n s u l t a n t i n o u r e s t i m a t e s . 

T h e o r e r e s e r v e s a r e s u f f i c i e n t f o r a m i n i m u m o f 16 y e a r s o f 
o p e r a t i o n at 2 4 , 0 0 0 t p d a n d t h e r e i s a n e x c e l l e n t p o s s i b i l i t y t h a t a d d i t i o n a l 
r e s e r v e s w i l l b e d e l i n e a t e d o n t h e p r o p e r t y a s t h e o r e b o d y i s o p e n b o t h l a t e r 
a l l y a n d at d e p t h . 

^MARKETING 

Copper 
T h e C o m p a n y h a s c o n t r a c t e d f o r t h e s a l e o f a l l o f i t s c o p p e r c o n 

c e n t r a t e s t o t h e N i p p o n M i n i n g C o m p a n y L i m i t e d o f J a p a n f o r a p e r i o d o f f i v e 
y e a r s . T h e t e r m s o f t h e c o n t r a c t s t a t e t h a t p a y m e n t f o r t h e c o p p e r c o n t e n t 
o f t h e c o n c e n t r a t e s w i l l b e b a s e d o n t h e U n i t e d S t a t e s E x p o r t R e f i n e r y P r i c e , 
a s q u o t e d i n t h e E n g i n e e r i n g a n d M i n i n g J o u r n a l ( E & M J ) p u b l i s h e d w e e k l y i n 
N e w Y o r k . 

T h e c o n t r a c t p r o v i d e s f o r n o r m a l c o p p e r l o s s e s d u r i n g t h e s m e l t i n g 
a n d r e f i n i n g p r o c e s s e s . T h i s p e n a l t y h a s b e e n e s t i m a t e d t o b e e q u a l t o 20 
l b s . o f c o p p e r p e r t o n o f c o n c e n t r a t e s s h i p p e d w h i c h i s a n o r m a l d e d u c t i o n i n 
m o s t s m e l t e r c o n t r a c t s . In a d d i t i o n , t h e c o n t r a c t i n c o r p o r a t e s a c o n f i d e n t i a l 
b a s e c h a r g e w h i c h i n c l u d e s s m e l t i n g a n d r e f i n i n g c o s t s a s w e l l a s t h e c o s t o f 
m o v i n g t h e c o n c e n t r a t e s f r o m V a n c o u v e r t o J a p a n . A f i g u r e o f $2 5 p e r t o n o f 
c o n c e n t r a t e h a s b e e n u s e d i n o u r c a l c u l a t i o n s w h i c h i s t h o u g h t t o b e a r e a s o n 
a b l e e s t i m a t e o f t h i s c o s t . 

T h e C o m p a n y h a s n e g o t i a t e d a c o n t r a c t f o r s h i p m e n t o f c o p p e r 
c o n c e n t r a t e s f rom t h e m i n e p r o p e r t y t o V a n c o u v e r , a d i s t a n c e o f a b o u t 32 0 
m i l e s , w h i c h i n c l u d e s s t o r i n g , l o a d i n g a n d t r i m m i n g o f c o n c e n t r a t e s o n b o a r d 
s h i p . T h i s c o s t h a s b e e n e s t i m a t e d t o b e $6 p e r t o n o f c o n c e n t r a t e s h i p p e d . 

C o p p e r i s c u r r e n t l y i n s h o r t s u p p l y a n d t h e U . S . E x p o r t R e f i n e r y 
P r i c e a v e r a g e d $ 0 . 6 1 p e r l b . U . S . i n t h e f i r s t e l e v e n m o n t h s o f 19 6 9 , a n d 
$ 0 . 6 9 p e r l b . U . S . d u r i n g N o v e m b e r . A m o d e s t o v e r s u p p l y o f c o p p e r i s e x 
p e c t e d t o d e v e l o p i n 19 71 a n d c o n t i n u e t h r o u g h 19 7 3 . H o w e v e r , e v e n m o d e s t 
p r o d u c t i o n s t o p p a g e s w o u l d e l i m i n a t e t h i s s u r p l u s s i t u a t i o n . In v i e w o f t h e 
l a r g e p o r t i o n o f f r e e - w o r l d p r o d u c t i o n f r o m p o l i t i c a l l y u n s t a b l e c o u n t r i e s , i t i s 
h i g h l y p r o b a b l e t h a t a b n o r m a l w o r k s t o p p a g e s w i l l o c c u r . In s p i t e o f t h i s 
f a c t , a n d i n o r d e r to b e c o n s e r v a t i v e , w e h a v e a s s u m e d c o p p e r p r i c e s o f $ 0 . 5 0 
p e r l b . U . S . i n 1 9 7 0 , $ 0 . 4 8 p e r l b . U . S . i n 1 9 7 1 , a n d $ 0 . 4 5 p e r l b . U . S . 
t h e r e a f t e r . 
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Molybdenum 
A n a g r e e m e n t h a s b e e n s i g n e d w i t h N o r a n d a S a l e s C o r p o r a t i o n 

L i m i t e d , w h o w i l l a c t a s a g e n t s f o r t h e s a l e o f a l l m o l y b d e n i t e p r o d u c t i o n 
f o r a p e r i o d o f f i v e y e a r s . T h e s a l e s c o m m i s s i o n t o b e c h a r g e d b y N o r a n d a 
i s u n d e r s t o o d t o b e a b o u t 1% o f t h e g r o s s v a l u e o f c o n c e n t r a t e s . T h e t e r m s 
o f t h e c o n t r a c t p r o v i d e f o r p a y m e n t o n a n F . O . B . - p l a n t b a s i s a t t h e E & M J 
q u o t e d C l i m a x p r i c e . 

M o l y b d e n u m h a s b e e n i n o v e r s u p p l y s i n c e 19 67 a n d t h e e x c e s s 
o f s u p p l y i s e x p e c t e d t o c o n t i n u e t h r o u g h 19 7 3 . I n s p i t e o f t h i s , t h e p r i c e 
o f m o l y b d e n u m , i n t h e f o r m o f m o l y b d e n i t e c o n c e n t r a t e s , w a s i n c r e a s e d f r o m 
$ 1 . 6 2 U . S . t o $ 1 . 7 2 U . S . p e r l b . i n J a n u a r y 19 6 9 . T h e p r i c e f o r m o l y b d e n u m 
h a s r e m a i n e d c o n s t a n t a t t h e p u b l i s h e d C l i m a x p r i c e f o r p r i m a r y h i g h p u r i t y 
c o n c e n t r a t e ; h o w e v e r , d i s c o u n t s h a v e r e c e n t l y a p p e a r e d i n t h e p r i c i n g s t r u c t u r e 
f o r b y - p r o d u c t m a t e r i a l w i t h i m p u r i t i e s . T h e p r i c e s t a b i l i t y f o r h i g h p u r i t y 
c o n c e n t r a t e h a s r e s u l t e d f r o m t h e d o m i n a n t p o s i t i o n o f A m e r i c a n M e t a l C l i m a x 
i n t h e i n d u s t r y . C l i m a x p r o d u c e s a p p r o x i m a t e l y 4 5 % o f t h e w o r l d ' s m o l y b d e n u m 
a n d a b o u t 9 0 % o f t h e w o r l d ' s m o l y b d e n u m t r a d e s a t t h e C l i m a x p r i c e . C l i m a x 
i s e x p e c t e d t o a d j u s t i t s p r o d u c t i o n a c c o r d i n g t o t h e s u p p l y - d e m a n d r e l a t i o n 
s h i p o v e r t h e n e x t f i v e y e a r s i n o r d e r t o p r e v e n t p r i c e e r o s i o n . In v i e w o f 
t h e h i s t o r i c a l p r i c e s t a b i l i t y a n d t h e f a c t t h a t B r e n d a w i l l p r o d u c e a h i g h p u r i t y 
c o n c e n t r a t e , w e h a v e u s e d t h e c u r r e n t m o l y b d e n u m p r i c e o f $ 1 . 7 2 p e r l b . U . S . 
o v e r t h e l i f e o f t h e m i n e . 

PRODUCTION PLANS 

P r o j e c t e d p r o d u c t i o n s t a t i s t i c s a r e i l l u s t r a t e d i n T a b l e I . M e t a l l u r g i c a l 
t e s t i n g o f t h e o r e i n a 100 t p d p i l o t p l a n t i n d i c a t e d r e c o v e r i e s o f 8 8 % f o r c o p p e r 
a n d 8 2 % f o r m o l y b d e n u m . In a d d i t i o n , c o n c e n t r a t e s w i t h m i n i m u m g r a d e s o f 
2 5% c o p p e r a n d 54% m o l y b d e n u m , w h i c h m o r e t h a n m e e t s a l e s s p e c i f i c a t i o n s , 
h a v e b e e n p r o d u c e d i n t h e p i l o t p l a n t . It i s i m p o r t a n t t o n o t e t h a t a l e a c h i n g 
p r o c e s s h a s b e e n i n c o r p o r a t e d i n t h e m i l l t o p r o d u c e a m o l y b d e n i t e c o n c e n t r a t e 
w i t h a 0 . 1 % c o p p e r i m p u r i t y . T h e C o m p a n y d o e s n o t e x p e c t t o e n c o u n t e r a n y 
p r o b l e m s i n a c h i e v i n g t h e a b o v e r e c o v e r y r a t e s a n d m e e t i n g s a l e s s p e c i f i c a t i o n s 
i n t h e f u l l - s c a l e p l a n t . 

A n o p e r a t i n g c o s t o f $ 1 . 4 0 p e r t o n o f o r e m i l l e d h a s b e e n e s t i m a t q d 
a n d u s e d i n o u r p r o j e c t i o n s . T h i s e s t i m a t e i s b a s e d o n i n f o r m a t i o n p r o v i d e d b y 
t h e C o m p a n y a n d a s s u m e s a s t r i p p i n g r a t i o o f 0 . 5 t o 1 . 0 w h i c h i s t h e o v e r a l l 
a v e r a g e f o r t h e d e s i g n e d p i t . I n c r e a s e d l a b o u r a n d m a t e r i a l c o s t s a r e a s s u m e d 
t o b e o f f s e t b y h i g h e r m e t a l p r i c e s a s w e l l a s t e c h n o l o g i c a l i m p r o v e m e n t s . 

T h e p l a n t , w h i c h i s s c h e d u l e d t o b e g i n p r e l i m i n a r y o p e r a t i o n s i n 
N o v e m b e r 1 9 6 9 , h a s a m i n i m u m r a t e d c a p a c i t y o f 2 4 , 0 0 0 t p d . A s c u s t o m a r y , 
t h e p l a n t h a s b e e n d e s i g n e d w i t h a c e r t a i n d e g r e e o f o v e r c a p a c i t y a n d o p e r a t i o n s 
a r e e x p e c t e d t o e x c e e d t h e 2 4 , 0 0 0 t p d l e v e l i n 1970 a n d a p p r o a c h t h e 3 0 , 0 0 0 
t p d o p e r a t i n g l e v e l b y t h e e n d o f t h a t y e a r . ( F o r e x a m p l e , E n d a k o M i n e s , w i t h 
a r a t e d c a p a c i t y o f 2 2 , 5 0 0 t p d , o p e r a t e s i n e x e s s o f 2 7 , 5 0 0 t p d ) . F o r t h i s 
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r e a s o n , p r o j e c t i o n s o f e a r n i n g s a n d c a s h f l o w s h a v e b e e n m a d e at t h e s e 
o p e r a t i n g r a t e s . 

TAXES 

T h e W h i t e P a p e r o n T a x R e f o r m , p u b l i s h e d r e c e n t l y b y t h e f e d e r a l 
g o v e r n m e n t , p r o p o s e s t h r e e b a s i c c h a n g e s i n t h e t r e a t m e n t o f m i n i n g c o m p a n i e s . 
T h e s e a r e : e l i m i n a t i o n o f t h e t h r e e y e a r t a x - e x e m p t i o n o n n e w m i n e s o n 
D e c e m b e r 3 1 , 1 9 7 3 ; r e v i s i o n o f t h e d e p l e t i o n a l l o w a n c e o n D e c e m b e r 3 1 , 1 9 7 5 ; 
a n d s i g n i f i c a n t c h a n g e s i n d e p r e c i a t i o n a n d a m o r t i z a t i o n r a t e s . T h e n e t e f f e c t 
w i l l b e t o s u b s t a n t i a l l y i n c r e a s e t h e t a x r a t e o f m i n i n g c o m p a n i e s b e y o n d 19 7 5 . 
O u r e a r n i n g s a n d c a s h f l o w p r o j e c t i o n s a r e b a s e d o n t h e a s s u m p t i o n t h a t t h e 
p r o p o s a l s w i l l b e i m p l e m e n t e d . 

FINANCING 

T h e t o t a l c a p i t a l c o s t r e q u i r e d t o b r i n g t h e m i n e i n t o p r o d u c t i o n , 
o r i g i n a l l y e s t i m a t e d a t $60 m i l l i o n , h a s r e c e n t l y b e e n r e v i s e d t o $ 6 2 . 5 m i l l i o n . 
It i s u n d e r s t o o d f r o m c o n v e r s a t i o n s w i t h m a n a g e m e n t t h a t t h e a d d i t i o n a l $ 2 . 5 
m i l l i o n i s a m a x i m u m o v e r r u n e s t i m a t e a n d t h a t t h e c a p i t a l c o s t c o u l d s t i l l b e 
l e s s t h a n $ 6 2 . 5 m i l l i o n . W e h a v e u s e d t h e $ 6 2 . 5 m i l l i o n e s t i m a t e i n o u r p r o 
j e c t i o n s . 

N o r a n d a h a s u n d e r t a k e n t o p r o v i d e a n y f u n d s r e q u i r e d , i n e x c e s s o f 
t h e p r e v i o u s l y e s t i m a t e d $60 m i l l i o n t o a m a x i m u m o f $15 m i l l i o n to p l a c e t h e 
p r o p e r t y i n p r o d u c t i o n . In t h i s e v e n t , N o r a n d a w i l l r e c e i v e f o u r B r e n d a s h a r e s 
a n d 7.2% i n c o m e b o n d s i n t h e p r i n c i p a l a m o u n t o f $ 1 0 0 f o r e a c h $100 a d v a n c e d 

A s s u m i n g a c a p i t a l c o s t o f $ 6 2 . 5 m i l l i o n , t h e f o l l o w i n g i s a n 
a p p r o x i m a t e e s t i m a t e o f t h e d i s t r i b u t i o n o f s h a r e s : 

N u m b e r o f S h a r e s % 

N o r a n d a M i n e s L t d . 2 ,190 ,900 51 
N i p p o n M i n i n g C o . L t d . 
a n d M i t s u i & C o . L t d . 350,000 8 
O t h e r s 1 ,749 ,100 41 

T o t a l 4 ,290 ,000 100 

FINANCIAL ANALYSIS 

In o r d e r t o a s s e s s t h e i n v e s t m e n t w o r t h o f B r e n d a M i n e s L t d . , 
c a s h f l o w s h a v e b e e n p r o j e c t e d o v e r t h e l i f e o f t h e p r o v e n o r e b o d y , a P r e s e n t 
V a l u e o f t h e c a s h f l o w s w a s d e t e r m i n e d a n d a n e s t i m a t e o f e a r n i n g s for t h e 
f i r s t t h r e e y e a r s o f o p e r a t i o n s w a s m a d e ( i n T a b l e I I ) . T h e s e e s t i m a t e s w e r e 



m a d e f o r m i l l r a t e s o f b o t h 2 4 , 0 0 0 t p d a n d 3 0 , 0 0 0 t p d . It i s f e l t t h a t t h e r e 
i s a h i g h d e g r e e o f p r o b a b i l i t y t h a t a m i l l r a t e a p p r o a c h i n g 3 0 , 0 0 0 t p d w i l l 
b e a t t a i n e d d u r i n g t h e f i r s t y e a r o f o p e r a t i o n s . T h e a s s u m p t i o n s u s e d i n 
p r o j e c t i n g c a s h f l o w s a r e b a s e d o n t h e f o r e g o i n g d i s c u s s i o n s a n d a r e s u m m a r i z e d 
i n T a b l e I . 

A P r e s e n t V a l u e o f $ 1 0 . 0 5 p e r s h a r e h a s b e e n d e t e r m i n e d ( a s s u m i n g 
a 10% d i s c o u n t f a c t o r ) f o r a n o p e r a t i n g r a t e o f 2 4 , 0 0 0 t p d . T h i s i s c o n s i d e r e d 
t o b e a m i n i m u m e s t i m a t e i n v i e w o f t h e e x c e l l e n t p r o b a b i l i t y t h a t a s u b 
s t a n t i a l l y h i g h e r o p e r a t i n g r a t e w i l l b e a t t a i n e d i n 1 9 7 0 . T h e s e c a l c u l a t i o n s 
a r e b a s e d o n c o n s e r v a t i v e m e t a l p r i c e s , o p e r a t i n g c o s t s a n d p r o v e n o r e r e s e r v e s 
a n d a s s u m e t h a t a l l t h e c a s h f l o w s a r e p a i d o u t a s g e n e r a t e d . It i s i m p o r t a n t 
t o n o t e t h a t t h i s p r o j e c t i o n p r o v i d e s f o r a t h r e e a n d a h a l f y e a r p a y b a c k o f t h e 
$ 6 2 . 5 m i l l i o n c a p i t a l c o s t . A s s u m i n g a n o p e r a t i n g r a t e o f 3 0 , 000 t p d a n d a 
10% d i s c o u n t f a c t o r , a P r e s e n t V a l u e o f a p p r o x i m a t e l y $ 1 2 . 6 0 p e r s h a r e w a s 
e s t i m a t e d , p r o v i d i n g f o r a c a p i t a l p a y b a c k o f a p p r o x i m a t e l y t w o a n d a h a l f 
y e a r s . 

A l t h o u g h a P r e s e n t V a l u e c a l c u l a t i o n p r o v i d e s a n i n d i c a t i o n o f t h e 
w o r t h o f a m i n i n g s t o c k , h i s t o r i c a l o b s e r v a t i o n h a s i n d i c a t e d t h a t i t d o e s n o t 
n o r m a l l y s e l l o n i t s P r e s e n t V a l u e i n t h e m a r k e t p l a c e , p a r t i c u l a r l y d u r i n g 
t h e i n i t i a l p r o d u c t i o n y e a r s . R a t h e r , t h e m a r k e t p r i c e o f t h e s t o c k i s n o r m a l l y 
d e t e r m i n e d b y a m u l t i p l e o f e a r n i n g s a n d / o r c a s h f l o w s , p a r t i c u l a r l y t h o s e 
e a r n i n g s g e n e r a t e d i n t h e f i r s t f u l l y e a r o f p r o d u c t i o n . A n h i s t o r i c a l a n a l y s i s 
o f o t h e r m i n i n g s i t u a t i o n s i n d i c a t e s t h a t t h e y h a v e s o l d a t a b o u t e i g h t t i m e s 
e a r n i n g s d u r i n g t h e i r f i r s t f u l l y e a r o f p r o d u c t i o n . 

B r e n d a i s e x p e c t e d t o g e n e r a t e e a r n i n g s a n d c a s h f l o w s o f $ 2 . 3 0 
p e r s h a r e a n d $ 3 . 3 0 p e r s h a r e r e s p e c t i v e l y i n t h e n i n e m o n t h p e r i o d A p r i l 1 
t o D e c e m b e r 3 1 , 1 9 7 0 , a t a n o p e r a t i n g r a t e o f 2 4 , 0 0 0 t p d . In 1 9 7 1 , e a r n i n g s 
a n d c a s h f l o w s a r e e x p e c t e d t o b e $ 3 . 1 5 p e r s h a r e a n d $ 4 . 5 0 p e r s h a r e r e 
s p e c t i v e l y . If t h e C o m p a n y a t t a i n s a n o p e r a t i n g r a t e o f 3 0 , 0 0 0 t p d b y 
D e c e m b e r 3 1 , 1970 a n d a v e r a g e s 2 7 , COO t p d i n t h e a b o v e - m e n t i o n e d n i n e m o n t h 
p e r i o d , e a r n i n g s a n d c a s h f l o w s o f $ 2 . 9 3 p e r s h a r e a n d $ 3 . 9 3 p e r s h a r e r e 
s p e c t i v e l y w o u l d b e g e n e r a t e d . In 1 9 7 1 , e a r n i n g s a n d c a s h f l o w s a r e e x p e c t e d 
to b e $ 4 . 4 5 p e r s h a r e a n d $ 5 . 8 5 p e r s h a r e f o r t h e 3 0 , 0 0 0 t p d o p e r a t i n g r a t e ^ 

A t a c u r r e n t m a r k e t p r i c e o f $ 1 3 ^ , t h e s h a r e s a r e t r a d i n g a t m u l t i p l e s 
o f a p p r o x i m a t e l y 4 . 3 t i m e s a n d 3 . 0 t i m e s o u r p r o j e c t e d e a r n i n g s f o r t h e f i r s t f u l l 
y e a r o f p r o d u c t i o n a t o p e r a t i n g r a t e s o f 2 4 , 0 0 0 t p d a n d 3 0 , 0 0 0 t p d r e s p e c t i v e l y . 
It i s f e l t t h a t t h e m e t a l p r i c e s u s e d i n t h e s e p r o j e c t i o n s a r e r e a s o n a b l y c o n 
s e r v a t i v e . D u e to t h e m i n i n g o f a h i g h e r g r a d e s e c t i o n o f t h e o r e b o d y i n t h e 
f i r s t t h r e e y e a r s , t h e e a r n i n g s a n d c a s h f l o w p r o j e c t i o n s m e n t i o n e d a b o v e a r e 
n o t s u s t a i n a b l e o v e r t h e l o n g e r t e r m u n l e s s , o f c o u r s e , a d d i t i o n a l o r e i s f o u n d 
t o w a r r a n t a n e x p a n s i o n i n p r o d u c t i o n c a p a c i t y . A s p r e v i o u s l y m e n t i o n e d t h e r e 
i s a n e x c e l l e n t p o s s i b i l i t y t h a t a d d i t i o n a l r e s e r v e s w i l l b e d e v e l o p e d o n t h e 
p r o p e r t y . 
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T h e m a j o r v a r i a b l e s t h a t c o u l d a l t e r e a r n i n g s p r o j e c t i o n s a r e l i s t e d 
b e l o w , u s i n g 1 9 7 0 , t h e C o m p a n y ' s f i r s t n i n e m o n t h s o f o p e r a t i o n s a t 2 4 , 0 0 0 t p d 
a s a n e x a m p l e . It i s o u r f e e l i n g t h a t t h e a s s u m p t i o n s m a d e i n T a b l e I a r e 
r e a s o n a b l y c o n s e r v a t i v e a n d f o r t h i s r e a s o n a n y c h a n g e s i n t h e v a r i a b l e s w o u l d 
t e n d t o a d d t o e a r n i n g s p r o j e c t i o n s . 

(1) A $ 0 . 1 0 p e r l b . c h a n g e i n t h e p r i c e o f m o l y b d e n u m w o u l d a l t e r 
e a r n i n g s b y $ 8 0 8 , 1 0 0 or $ 0 . 1 9 p e r s h a r e . 

(2) A $ 0 . 0 1 p e r l b . c h a n g e i n t h e p r i c e o f c o p p e r a l t e r s e a r n i n g s b y 
$2 6 0 , 8 6 0 or a p p r o x i m a t e l y $ 0 . 0 6 p e r s h a r e . 

(3) A $ 0 . 1 0 p e r t o n i m p r o v e m e n t i n o p e r a t i n g c o s t s w o u l d i n c r e a s e 
^ e a r n i n g s b y $ 6 5 7 , 0 0 0 o r $ 0 . 1 5 p e r s h a r e . 

(4) A 1% i m p r o v e m e n t i n c o p p e r r e c o v e r y w o u l d i n c r e a s e e a r n i n g s b y 
$ 1 2 3 , 1 5 9 or $ 0 , 0 2 8 p e r s h a r e . 

(5) A 1% i m p r o v e m e n t i n m o l y b d e n i t e r e c o v e r y w o u l d i n c r e a s e e a r n i n g s 
b y $ 1 6 9 , 7 2 5 o r $ 0 , 0 3 9 p e r s h a r e . 

(6) A 1% i m p r o v e m e n t i n o v e r a l l g r a d e o f t h e o r e t r e a t e d i n t h e m i l l 
w o u l d i n c r e a s e e a r n i n g s b y $ 3 0 5 , 2 5 0 o r a b o u t $ 0 . 0 7 p e r s h a r e . 

CONCLUSION 

In v i e w o f t h e e x c e l l e n t e a r n i n g s a n d c a s h f l o w p r o j e c t i o n s , a s 
w e l l a s t h e f i n e m a n a g e m e n t t e a m d i r e c t i n g t h e C o m p a n y ' s o p e r a t i o n s , w e 
r e c o m m e n d t h a t t h e s h a r e s o f B r e n d a M i n e s b e c a r e f u l l y a c c u m u l a t e d f o r 
c a p i t a l a p p r e c i a t i o n i n t h e n e x t 18 m o n t h s . 

T o r e v i e w t h e i m p o r t a n t v a r i a b l e s i n t h e i n v e s t m e n t d e c i s i o n , i t 
i s s u g g e s t e d t h a t t h e r e a d e r r e t u r n t o t h e s u m m a r y a n d r e c o m m e n d a t i o n a t 
t h e b e g i n n i n g o f t h e r e p o r t . 

B U R N S B R O S . A N D D E N T O N L I M I T E D 

C . L . R e n z o n i 

D e c e m b e r 1 5 , 1969 I n v e s t m e n t R e s e a r c h D e p a r t m e n t 
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TABLE I 

BRENDA MINES LTD. 

Projected Production Statistics 

•24,000 tons per d a y 30, 000 tons per d a y 
1970 1971 1972 1973-85 1970* 1971 1972 1973-1 

(9 months) 

Tons Mined per year 
(000's) 6,570 8, 760 8, 760 8, 760 7,300 10,950 10,950 10,950 

Grade of Ore: %Copper 0 .235 0.235 0 .235 0 .194 0.235 0 .235 0 .215 0 .194 
% Molybdenum 0 .075 0.075 0.075 0.050 0.075 0.075 0.063 0.050 

Recovery: %Copper 88 88 88 88 88 88 88 88 
% Molybdenum 82 82 82 82 82 82 82 82 

Grade of Concentrate 
%Copper 25 25 25 25 25 25 25 25 
%Molybdenum 54 54 54 54 54 54 54 54 

Lbs . of Copper Recovered 
(000's) 27,173 36,231 36,231 29,910 30,193 45,289 41,435 37,388 

Lbs . of Molybdenum Recovered 
(000's) 8,081 10,775 10,775 7, 183 8,979 13,468 11,313 8, 979 

Tons of Copper Concentrate 54,346 72,462 72,462 59,820 60,385 90,578 82,870 74,775 

Tons of Molybdenum 7,482 9,976 9,976 6,651 8,314 12,471 10,475 8,314 
Concentrate 
Lbs . of Copper paid for 26,086 34,782 34,782 28,714 28,985 43,478 39,777 35,892 
(000's) 
Lbs . of Molybdenum paid 8,081 10,775 10,775 7, 183 8,979 13,468 11,313 8,979 
for (000' s) 
Price: Copper 0.53 0.51 0.48 0.48 0.53 0.51 0.48 0.48 

Molybdenum 1.84 1.84 1.84 1.84 1.84 1.84 1.84 1.84 
(per l b . - Canadian) 

* assumes 9 months di operation at 27,000 tons per day 
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TABLE II 

BRENDA MINES LTD. 

Estimated Cash Flow and Earnings 

($000's) 

24, 000 tons ; per day 30, 000 tons per day 
1970 1971 1972 1970* 19/1 1972 

(9 months) 

Gross Metal Revenue 28,729 37,575 36,521 32,523 46,968 39,908 

Less : Smelting & Refining Cost 1,359 1,812 1,812 1, 509 2, 264 2,072 
Transportation Cost 326 435 435 362 543 497 
Marketing Cost -Molybdenum 148 198 198 165 247 208 
Operating Cost 9, 198 12,264 12,264 10,220 15,330 15,330 

Total Cost 11,031 14,709 14,709 12,256 18,384 18, 107 

Operating Profit 17,698 22,866 21,812 20,267 28,584 21,801 

Less : Interest 3,398 3,494 2,090 3,398 3,308 1,520 
Tax nil nil 1, 666 nil 614 2, 026 

C a s h Flow 14,300 19,372 18,056 16,864 24,662 18,255 

N o n - C a s h Charges 
Preproduction 1, 125 1,500 1,500 1, 125 1,500 1,500 
Fixed Asset 3, 187 4, 250 4, 250 3, 107 4, 250 4, 250 
Total 4,312 5, 750 5, 750 4,312 5, 750 5, 750 

Earnings 9,988 13,622 12,306 12,557 18,912 12,505 

C a s h Flow per share 3 .30 4.50 4 .20 3 .90 5 .75 4 . 25 
Earnings per share 2.30 3 .15 2.85 2 .90 4 .40 2.90 

* Assume 9 months of operation at an average of 27,000 tons per day. 
N o t e - C a p i t a l expenditures are assumed to be $42.5 million and have been depreciated on a straight line basis 

over a 10 year period. 
Preproduction Expenditures are assumed to be $15.0 mil l ion , and have been amortized on a straight line 
basis over a 10 year period. 
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