
K E R R A D D I S O N M I M E S L I M I T E D 

44 KING STREET WEST 

T O R O N T O 1, O N T A R I O 

8 2 3 7 8 9 

June 6 , 1972 

Mr. Noel O ' B r i e n , 
Conso l ida ted Rexspar M ine ra l s 

and Chemicals L t d . , 
20th F l o o r , 
k K ing S t r ee t West, 
TORONTO 108, On ta r i o . 

Dear Noe l : 

We have now completed our assessment of the Conso l ida ted Rexspar 
s i t u a t i o n and consequent ly can make a f i rm proposa l to you regard ing p a r t 
i c i p a t i o n in f u r t he r e va l ua t i on o f the p rope r t y . 

Our approach, and we have had the oppo r tun i t y to d i s cus s t h i s w i th 
you in pa r t at l e a s t , would be to (1) d r i l l four se l ec ted t a r ge t s not f a r 
removed from the main f l u o r s pa r zone, (2) c a r r y out s o i l sampl ing f o r f l u o r 
spar In the nor theas t po r t i on of the p rope r t y , (3) c a r r y out a n a l y s i s f o r 
f l u o r i t e In c e r t a i n groups of s o i l samples a l ready a v a i l a b l e , (*») and ca r r y 
out t e s t sampl ing fo r f l u o r i t e In e x i s t i n g workings and p o s s i b l y on some 
core i f a v a i l a b l e . The p o s s i b i l i t i e s suggested in the study c a r r i e d out 
by Bruce A rno t t a re i n t e r e s t i n g , but we would not wish to become deeply 
invo lved in the assessment of t h i s idea in the f i r s t stage of e v a l u a t i o n . 

The d r i l l i n g mentioned i s " i dea d r i l l i n g " , and our proposed t e s t 
Is not j u s t a matter of a d d i t i o n a l coverage of an un i n sp i r ed na tu re . 

f o l l o w s : 
The terms which we can propose f o r your cons i de r a t i on a re as 

1. Ker r Addison w i l l guarantee the expend i ture of $25,000 in t e s t i n g the 
Rexspar p roper ty before December 31 , 1972. 

2. In order to keep the agreement in good s tand ing beyond December 31 , 1972, 
Ker r Addison would have to guarantee on or be fo re that date to spend a 
cumulat ive t o t a l of $75*000 in e xp l o r a t i o n of the proper ty by the end of 
the f i r s t 12 month pe r i od to extend the agreement In to a second year . 

3 . As of the beg inn ing of the second yea r , i f d e s i r i n g to cont inue the agree
ment, and i f expend i tu re requirements are met, Kerr Addison would commit to . | 
the expend i ture of $125,000 in e xp l o r a t i o n and development of the proper ty 
du r i ng the second 12 month p e r i o d . v l^ 
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4 . As of the beg inn ing of the t h i r d y ea r , i f d e s i r i n g t o cont inue the agreement, 
and i f expend i tu re requirements have been met, Ker r Addison w i l l have the 
r i gh t to commit to the expend i tu re of $300 ,000 du r i ng the t h i r d 12 month 
per iod of o p t i o n . 

5 . At the end of the t h i r d yea r , or sooner i f requ i red expend i tu res of $500,000 
have been made, Ker r Addison w i l l have the r i gh t to form a new company c a p i t a l 
ized at 3 m i l l i o n shares to develop and mine the p rope r t y . Of the f i r s t 
750,000 shares vendors ' I ssue , Conso l ida ted Rexspar w i l l r e ce i ve 300,000 shares 
(40% of i ssue) and Kerr Addison 4 5 0 , 0 0 0 shares (60% o f i s s u e ) . Therea f te r 
f i n an c i n g w i l l be c a r r i e d out by i ssue of shares a t the d i s c r e t i o n of the board 
of d i r e c t o r s , i t be ing the r i gh t o f Rexspar to subscr ibe to 40% o f any i s s u e , 
and Kerr Addison to subsc r i be t o 60% o f any i ssue sub jec t t o the f o l l o w i n g . 
i f e i t h e r pa r ty re fuses to purchase a l l or any par t of t h e i r share of any given 
i s sue , i t w i l l be the r i g h t o f the o ther to purchase the remainder. Therea f te r 
that par ty not f u l l y p a r t i c i p a t i n g w i l l be ab l e to purchase on l y that percentage 
of any f u tu re i ssue that was purchased in the preced ing i s sue . 

6. If through mutual agreement of the p a r t i e s invo lved an a l t e r n a t e method of 
f i n an c i ng to product ion i s de s i r ed ( i . e . a j o i n t v en t u r e ) , then i t i s under
stood tha t i t may be implemented. 

7. It i s understood that the purpose o f the agreement i s t o develop a min ing 
opera t ion on the p rope r t y as e x ped i t i o u s l y as p o s s i b l e . 

Hoping that the fo rego ing i s found of i n t e r e s t , and that we w i l l have 
the oppor tun i t y o f work ing w i th you on t h i s venture . 

Yours s i n c e r e l y , 

PMK: i f r 

c c : W. M. S i r o l a 

Paul M. Kavanagh 
V i c e -P r e s i den t 



I was n o t i f i e d by Denison Mines L t d . l a s t week that they intended 
f i n an c i ng and c a r r y i n g out f u r t h e r e xp l o r a t i o n on the B i r c h Is land proper ty 
themselves. 

They a re cognizant of the f a c t that f l u o r i n e i s de t e c t ab l e as an 
i n d i c a t o r in s o i l s , and as you know, b e l i e v e that Bruce A r n o t t ' s i n t e r p r e t a t i o n 
of f l u o r s pa r zone extens ions can add s i g n i f i c a n t l y to a v a i l a b l e tonnages. They 
w i l l a l s o re-sample d r i l l core and workings fo r f l u o r s pa r content . Whether t h i s 
combined approach w i l l prove suc ces s fu l o r not is hard to say. In any event , 
they may come back to us l a t e r on w i t h some p o s s i b i l i t i e s un tes ted . 

In the meantime, they would l i k e to have t h e i r data r e tu rned . Would 
you the re fo re send back the f e a s i b i l i t y study and such p lans as were forwarded 
from here . I w i l l send them back to Den i son ' s Toronto o f f i c e . 

GMH:ifr SH. M. Hogg 

1 

_____ 



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 ) 

Mr.. . J... .H*...S.tQy.ei From G.,...M.,. .Hogg. 

jec( Conso l idated Rexsp.ar...0p.t.i.an Date June .15-,. .1973. 

I have reviewed the work completed du r i ng 1972 by Denlson Mines L t d . 
on the Conso l idated Rexspar B i r c h Is land proper ty in B.C. and f e e l that good 
p o t e n t i a l remains f o r the l o c a t i on of a d d i t i o n a l f l u o r s p a r on the proper ty as 
we l l a s , i n d i r e c t l y , good p o t e n t i a l f o r the l o c a t i o n o f a d d i t i o n a l low grade 
uranium o re . They d i d cover one p o s s i b i l i t y we were cons i de r i ng adequate l y , 
and consequent ly we would have to lower our i n i t i a l expend i ture commitment 
somewhat (say to $ 2 0 , 0 0 0 ) . Otherwise our o r i g i n a l expend i ture schedule would 
appear j u s t i f i e d , and the t im ing accep tab l e . 

The programme envisaged would cons i s t ma in ly of d r i l l i n g h igh r e s i s t i v i t y 
areas which appear very s i m i l a r in geophys i ca l cha rac te r to the main f l u o r s p a r zone. 
The uranium depos i t s are p e r i p h e r a l . G eo l o g i c a l l y there i s some ques t ion as to 
the v a l i d i t y of t h i s concept , and W. M. S l r o l a does not agree that I t has mer i t 
(see at tached memorandum). However, the anomal ies e x i s t and the p o s s i b i l i t y 
of a c qu i r i n g a v i a b l e min ing p r opo s i t i o n f o r a very sma l l ou t l a y i s qu i t e r e a l . 

In d i s c u s s i n g the matter w i th Noel O 'Br ien l a s t week, he i nd i ca ted that 
Rexspar would l i k e to see a sma l l re turn from product ion i f such deve loped. This 
cou ld e a s i l y be arranged by s p e c i f y i n g payback to Kerr from 80% of the cash f low 
wi th the balance be ing d i s t r i b u t e d pro r a t a . 

For our par t we should request a mod i f i c a t i o n on t im ing f o r p roduct ion 
at ta inment (two years from product ion d e c i s i o n was o r i g i n a l l y suggested) to assure 
enough t ime fo r the B.C. tax and r o y a l t y s i t u a t i o n to s t a b i l i z e . Th is of course 
would be d e s i r a b l e f o r a l l p a r t i e s Invo lved. 

Our a c t ua l programme would invo lve the f o l l ow i ng expend i t u re s : 

Test D r i l l i n g : 5 ho les ( 1 , 5 0 0 ' @ $ 1 0 . 5 0 / f t . ) $15 ,750 
S o i l Sampling ( d e t a i l ) : 3 , 0 0 0 
A n a l y s i s : 3 , 0 0 0 
Supe rv i s Ion : 1,250 

TOTAL $23,000 

I recommend that we submit a proposa l t o Rexspar on t h i s b a s i s . 

GMH:lfr G. M. Hogg 


