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INTRODUCTIDN: 

A t y o u r r e q u e s t we have r e v i e w e d t h e a v a i l a b l e r e c e n t i n f o r m a t i o n on t h i s 
p r o p e r t y . 

P a u l Kavanagh and I v i s i t e d t h e p r o p e r t y i n 1962? w i t h a view t o b u y i n g 
an i n t e r e s t a t t h a t t i m e . I b e l i e v e P a u l wrote a r e p o r t a f t e r t h e v i s i t 
b ut I do not have a copy i n t h i s o f f i c e . In any case a d e c i s i o n was made 
no t t o att e m p t any p a r t i c i p a t i o n i n Western Mines. 

LOCATION: 

The p r o p e r t y i s l o c a t e d a t the s o u t h end o f B u t t l e Lake i n 5 t r a t h c o n a 
P r o v i n c i a l Park, 35 m i l e s s outhwest o f Campbell R i v e r . The p r o p e r t y i s 
co n n e c t e d w i t h C ampbell R i v e r by a hard s u r f a c e highway. 

HISTORY: 

The p r o p e r t y was f i r s t s t a k e d i n 1918 by C r o s s , M i l l e r and P r i c e . In 1930 
Dr. Henry Gunning o f t h e G e o l o g i c a l Survey o f Canada d e s c r i b e d the p r o p e r t y 
and i m p l i e d t h a t t h e r e was a p o s s i b i l i t y o f d e v e l o p i n g a l a r g e tonnage o f 
m i l l i n g grade o r e . 

E.C.J3 

In 1959 the R eynolds S y n d i c a t e a c q u i r e d the p r o p e r t y and s t a k e d a d d i t i o n a l 
c l a i m s . In 1961 Western Mines n e g o t i a t e d an opt i o n p urchase agreement w i t h 
t h e R eynolds S y n d i c a t e and diamond d r i l l i n g was commenced on the Lynx zone. 
T h i s work was s u f f i c i e n t l y r e w a r d i n g t h a t s e n i o r f i n a n c i n g was sought i n 
1965. A 750-ton per day m i l l was d e c i d e d upon and a t o t a l o f $11,000,000 
was borrowed f o r e q u i p p i n g t h e p r o p e r t y f o r p r o d u c t i o n . By t h i s t i m e , 
Western Mines had a l r e a d y expended more than 4.5 m i l l i o n and the t o t a l c o s t 
p r i o r t o p r o d u c t i o n i n August 1966 was a s t a g g e r i n g $15,000,000. 

In August 1966 i t was d e c i d e d t h a t t h e upper p a r t of the Lynx d e p o s i t c o u l d 
be mined by o p e n - p i t methods. A d d i t i o n a l money was r a i s e d by the s a l e of 
s h a r e s t o Canadian Faraday L i m i t e d and No r t h g a t e E x p l o r a t i o n L i m i t e d . Cominco 
was a l r e a d y a s h a r e h o l d e r t h r o u g h an i n t e r e s t i n a Western Mines p r o p e r t y a t 
A i n s w o r t h , B.C. 

By 1971 Cominco and Faraday had d i s p o s e d o f t h e i r s h a r e s and N o r t h g a t e s o l d 
i t s 22,4% i n t e r e s t t o W. R. Grace and Company o f New Yo r k . T h i s company 
r e t a i n s management c o n t r o l o f Western Mines. 
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GEOLOGY: 

The p r i n c i p l e r o c k t y p e s on t h e p r o p e r t y a r e Permian t u f f s , a g g l o m e r a t e s and 
l e s s e r a n d e s i t e f l o w s . These v o l c a n i c s have been f r a c t u r e d by wide n o r t h 
w e s t e r l y t r e n d i n g , s t e e p l y d i p p i n g s h e a r zone. A l l o f t h e known m i n e r a l i z a t i o n 
i s i n g e n t l y p l u n g i n g f o l d s w i t h i n t h i s s h e a r . Capper, l e a d , z i n c and s i l v e r 
m i n e r a l i z a t i o n o c c u r s as l e n s e s and pods i n d i s c o n t i n u o u s m o d i f i e d e c h e l o n 
p a t t e r n . The f a v o u r e d h o s t r o c k i s a l i g h t c o l o u r e d q u a r t z - s e r i c i t e s c h i s t . 
The o r e v a r i e s from 2 f e e t t o 40 f e e t i n w i d t h and ave r a g e s s i x t o e i g h t f e e t . 

ORE RE5ERVE5: 

Lynx zone and ore r e s e r v e 1971 

1,495,900 t o n s a v e r a g i n g 1.8$ Cu; 0.8% Pb; 7.8% Zn; 0.06 oz Au 
and 2.1 oz Ag per t o n . 

Myra zone and ore r e s e r v e 1971 

375,000 t o n s a v e r a g i n g 1.00$ Cu; 2.4% Pb; 11.4 Zn; 0.12 oz Au 
and 7.3 oz Ag per t o n . 

T h i s zone w i t h i t s h i g h s i l v e r c o n t e n t i s c o n s i d e r e d by management 
t o have the b e s t p o t e n t i a l and t h e y are d r i v i n g a 22,00/J - f o o t d e c l i n e . \j 
underneath d r i l l i n t e r s e c t i o n s . - ) 

i 

In 1972 management r e p o r t e d t h a t two diamond d r i l l h o l e s a t the n o r t h w e s t end 
o f the Lynx zone c u t ore grade m i n e r a l i z a t i o n a p p r o x i m a t e l y 1,000 f e e t below 
s u r f a c e . 

MINING METHODS: 

The o p e n - p i t m i n i n g on t h e Lynx zone has been c o n t r a c t e d t o a Vancouver con
s t r u c t i o n f i r m which employs a crew o f 30 men. 

Underground m i n i n g i s done by c u t - f i l l methods u s i n g m i l l t a i l i n g s as s t o p e 
f i l l . 

MILLING METHODS: 

The o r i g i n a l m i l l d e s i g n was f o r 750 t p d and t h r e e c o n c e n t r a t e s ( c o p p e r , l e a d 
and z i n c ) were p r o d u c e d . T h i s p r a c t i c e was l a t e r f o u n d t o be i m p r a c t i c a l and 
was changed t o a co p p e r c o n c e n t r a t e and a z i n c c o n c e n t r a t e . L a t e r on the l e a d 
c i r c u i t was a g a i n i n s t a l l e d which c o n t a i n e d 1% o f the c o p p e r . Presumably t h i s 
i s s o l d s e p a r a t e l y . 
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The r e g u l a r copper c o n c e n t r a t e a v e r a g e s 0.6 oz Au; 9 oz Ag; 25% Cu; 4% Pb 
and 9% Zn. 

The z i n c c o n c e n t r a t e a v e r a g e s 0.05 oz Au; 3 oz Ag; 1% Cu; 1% Pb and 55% Zn. 
Copper r e c o v e r y i s 91% and z i n c i s 79%. 

CAPITALIZATION AND BREAKDOWN: 

Western Mines i s c a p i t a l i z e d a t 7,500,000 s h a r e s o f which 5,206,216 have been 
i s s u e d . The share breakdown ( t o t h e e x t e n t t h a t we know i t ) i s as f a l l o w s : 

I t i s c o n c e i v a b l e t h a t t h e r e a r e some s i z e a b l e b l o c k s o f s h a r e s i n the hands 
o f some i n d i v i d u a l s b u t i n t h e absence o f a s h a r e h o l d e r ' s l i s t we have no 
knowledge of where t h e s e s h a r e s m ight be. 

LONG TERM DEBT: 

I f we e x c l u d e mortgages on l a n d and company houses t h e r e i s no l o n g term debt 
as o f t h e end o f 1971. T h e o r e t i c a l l y , the mortgages s h o u l d be s e l f - l i q u i d a t i n g . 

ECONOMICS: 

D u r i n g 1971 the revenue and p r o f i t p i c t u r e was as f o l l o w s : -

Bob P a u l i n g ( D a v i d s o n and Company) 
H a r o l d W r i g h t of W r i g h t E n g i n e e r s 

Grace and Company 

( P u b l i c 

1 ,1 56,571 
100,000 
200,000 

3,749,645) 
5,206,216 

Revenue from the s a l e of c o n c e n t r a t e s 
O p e r a t i n g c o s t s 
O p e r a t i n g p r o f i t 

$1 1 ,198,388 
8,380,208 

$ 2,818,180 

D e p r e c i a t i o n , e x p l o r a t i o n , i n t e r e s t 
P r o v i s i o n f o r t a x e s 
Net e a r n i n g s b e f o r e w r i t e - o f f o f A i n s w a r t h 
p l a n t 
Net e a r n i n g s a f t e r w r i t e - o f f o f A i n s w o r t h 
p l a n t 
Or 310 p e r share 

$ 2,136,460 
157,500 

1 ,975,960 

1 ,611,415 
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P r e s e n t v a l u e based en $2,000,000 net e a r n i n g s and d i s c o u n t e d a t 12% compound 
i n t e r e s t i s e q u a l t o $2,000,000 x 3.073 = $6,146,000 = $1,80 p e r s h a r e . 

CURRENT A55ET5 (WORKING CAPITAL) : 

$2,800,000 or 630 per s h a r e . 

* Rate o f r e t u r n on c a p i t a l t o Grace and Company, based on 1971 
d i v i d e n d s i s $1,040,604 ~ $3,000,000 x $1.20 = 6.9% 

* C o s t o f 20% o f i s s u e d s h a r e s ( t o Grace and Company) $3,000,000 
1971 d i v i d e n d - $1,040,604 

CONCLUSIONS: 

I t would appear t h a t Grace and Company who have c o n t r o l l i n g i n t e r e s t i n 
Western Mines make a modest a n n u a l p r o f i t on t h e i r $3,ODO,D00 i n v e s t m e n t . 

The Myra zone appears t o have the g r e a t e s t p o t e n t i a l f o r new o r e , but i n 
t h i s d e p o s i t as i n the Lynx zone t h e ore i s l e n s y and e x p e n s i v e t o mine. 

E a r n i n g s s h o u l d improve i n 1973 because o f i n c r e a s e d p r i c e s f o r a l l t h e 
me t a l s i n v o l v e d . The o v e r a l l p i c t u r e appears t o be a c o n t i n u o u s s t r u g g l e 
t o p r o v i d e enough ore t o m a i n t a i n t h e p r e s e n t m i l l i n g r a t e . 

I t i s d i f f i c u l t t o adv o c a t e on th e p a r t o f K e r r A d d i s o n , i n v o l v e m e n t i n an 
o p e r a t i o n showing the l i m i t e d p r o f i t a b i l i t y o f Western Mines u n l e s s a con
t i n u i n g improvement i n m e t a l p r i c e s c o u l d be f o r e s e e n . On th e o t h e r s i d e 
of the l e d g e r , i t i s r e a s o n a b l e t o assume t h a t Western Mines w i l l c o n t i n u e 
t o make a s m a l l p r o f i t f o r some y e a r s t o come. O b v i o u s l y i n th e absence of 
l o n g term debt t h i s y e a r the o p e r a t i o n has p a i d back $11,000,000 i n debt 
p l u s i n t e r e s t i n ( 1 5 J y e a r s o f o p e r a t i o n . 

WMS/ah W. M. S i r o l a 

E n c l . Copy of S e c t i o n t h r o u g h Lynx Mine 
Copy o f C o n s o l i d a t e d S t a t e m e n t o f E a r n i n g s and 

R e t a i n e d E a r n i n g s f o r y e a r e n d i n g December 31/71 


