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J a n u a r y 6, 1971. 

DOLLY VARDEN MINES - SILVER DEPOSITS 

A l i c e Arm, B.C. 

SUMMARY and CONCLUSIONS: 

(1) The D o l l y Varden p r o p e r t y has a r e s e r v e o f 1,216,665 o f 
p r o v e n , p r o b a b l e and p o s s i b l e ore c o n t a i n e d i n the W o l f , 
North S t a r , T o r b r i t and D o l l y Varden v e i n s . The a v e r a g e 
grade i s 9.15 o z . o f Ag per t o n and l e s s than 1% combined 
Pb-Zn. 

(2) The v e i n s a r e c l a s s i c a l l y e p i t h e r m a l and the D o l l y Varden 
and N o r t h S t a r bottom l e v e l s a r e n o t a b l y z i n c y , s u g g e s t i n g 
d e f i n i t e depth l i m i t a t i o n s 

(3) T h i s r e s e r v e o f s i l v e r ( w i t h minor Pb-Zn) i s not economic 
a t the p r e s e n t s i l v e r p r i c e o f S i . 65-$l.70 per o z . and 
i n d e e d would r e q u i r e a s i l v e r p r i c e o f $2.50 per o z . t o 
r e t u r n new c a p i t a l p l u s the D o l l y Varden v e s t e d i n t e r e s t . 

(4) A Chapman, Wood So G r i s w o l d f e a s i b i l i t y r e p o r t d a t e d June 1969 
i n d i c a t e s a c a p i t a l c o s t o f $4,427,470. T h i s does not 
i n c l u d e i n t e r e s t on the money and w o r k i n g c a p i t a l i s l i m i t e d 
t o $185,000 which i s l e s s than the c o s t o f one month o f o p e r a 
t i o n . The i n t e r e s t c a l c u l a t e d a t 9% f o r two y e a r s would be 
$832,520. The t o t a l c a p i t a l c o s t ( w i t h o u t e s c a l a t i o n ) p l u s 
i n t e r e s t , p l u s w o r k i n g c a p i t a l f o r t h r e e months would be 
$4,427,470, p l u s $832,520, p l u s (3 t i m e s $200,000) e q u a l s 
$5,860,000. 

(5) P e t e r Cromie, P r e s i d e n t o f D o l l y Varden, f e e l s t h a t t h e r e 
s h o u l d be an a n n u a l e x p e n d i t u r e f o r e x p l o r a t i o n and/or 
development o f $300,000 u n t i l p r o d u c t i o n can be a c h i e v e d . 
He f u r t h e r f e e l s t h a t a l l of t h e money s p e n t by such companies 
as Sunshine M i n i n g Company, Newmont and B r a l o r n e s h o u l d be 
c o n s i d e r e d as an e q u i t y which must be r e t u r n e d t o D o l l y Varden 
out o f 20% o f the cash f l o w . C r o m i e ! s e s t i m a t e of t h i s sum i s 
$3,000,000. The t o t a l c a p i t a l t o be r e p a i d from t h e o p e r a t i o n 
b e f o r e any d i v i s i o n o f p r o f i t s would t h e r e f o r e be $5,860,000, 
p l u s $3,000,000, f o r a t o t a l o f $8,860,000. 
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(6) The $8,860,ODD t o be r e p a i d would r e q u i r e the f o l l o w i n g : 

(a) The t o t a l known ore r e s e r v e o f $1,216,655 t o n s 
h a v i n g a n e t s m e l t e r r e t u r n o f $19.00 per t o n ; 

(b) A m i l l c a p a c i t y o f 700 t o n s p e r day; 

(c) A s i l v e r p r i c e o f $2.50 per o z . ; 

* (d) An o p e r a t i n g c o s t b e g i n n i n g a t $9.85 per t o n 
and e s c a l a t i n g t o $12.25 per t o n d u r i n g the l a s t 
y e a r o f o p e r a t i o n . 

(7) The d i v i s i o n o f p r o f i t s ( a c c o r d i n g t o Mr. Cromie) s h o u l d 
be on a b a s i s o f 51% t o K e r r A d d i s o n and 49% t o D o l l y 
Varden a f t e r K e r r T s c a p i t a l c o s t s and D o l l y V a r d e n T s 
$3,000,000 e q u i t y have been r e t u r n e d . 

(8) S i n c e . a l l o f the known r e s e r v e s a t $2.50 per o z . o f Ag 
a r e o n l y adequate f o r the r e t u r n o f c a p i t a l w i t h i n t e r e s t , 
any p r o f i t would have t o be d e r i v e d from a h i g h e r s i l v e r 
p r i c e or from new ore r e s e r v e s . We can o n l y s p e c u l a t e as t o 
what a d d i t i o n a l ore might be f o u n d , but t h i s a d d i t i o n a l ore 
might be i n the o r d e r o f 200,000 t o n s based on t h e known 
v e i n s t r u c t u r e s . T h i s i s l e s s than one y e a r ! s s u p p l y a t 
700 t o n s per day and would ne t the o p e r a t i o n a p p r o x i m a t e l y 
$8.00 per t o n or $1,600,000 a f t e r r o u g h l y s i x y e a r s o f 
o p e r a t i o n . 

(9) I t s h o u l d be r e c o g n i s e d t h a t the D o l l y Varden p o s t u r e may 
be l a r g e l y f o r b a r g a i n i n g p urposes and t h a t t h e y would 
s e t t l e f o r a work commitment o f $150,000 per annum and 
perhaps a r e t u r n o f $1,500,000 o f the $3,000,000 e q u i t y 
they now c l a i m . I t might a l s o be p o s s i b l e t o t a k e down 
the s h a r e s o f D o l l y Varden f o r work done. These s h a r e s 
would have a c e r t a i n market v a l u e ( c u r r e n t l y 380) even i f 
the p r o j e c t had t o be c l o s e d down f o r any r e a s o n , such as 
a time l a g i n s i l v e r p r i c e s . However, i t would s t i l l be 
n e c e s s a r y t o n e g o t i a t e a b e t t e r d i s t r i b u t i o n of p r o f i t s 
t han the 51%-49% quoted by Mr. Cromie. A 70%-30% d i v i s i o n 
o f p r o f i t s would enhance the p i c t u r e c o n s i d e r a b l y , but 
Mr. Cromie has t o l d us t h a t he would not e n t e r t a i n such a 
d i v i s i o n . 

* from C.W. &. G. 1969 f e a s i b i l i t y r e p o r t 
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(ID) In c o n c l u s i o n we a r e c o m p e l l e d t o t a k e the view t h a t w h i l e 
the D o l l y Varden v e i n system c o n s t i t u t e s a f u t u r e r e s e r v e 
o f s i l v e r o r e , t h e framework f o r e n t r y by K e r r A d d i s o n Mines 
does not appear t o e x i s t . I t does not e x i s t because we a r e 
unable t o i n d i c a t e t h a t s u f f i c i e n t a d d i t i o n a l o r e c o u l d be 
found by f u r t h e r e x p l o r a t i o n , and because the r e q u i r e m e n t s 
of D o l l y Varden Mines a r e t o o h i g h t o p r o v i d e f o r an adequate 
ma r g i n o f p r o f i t f o r any new company e n t e r i n g t h e p i c t u r e . 
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