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As per your r e q u e s t , I am p r o v i d i n g some i n i t i a l comments and 
o b s e r v a t i o n s r e g a r d i n g the m e r i t s of the S c o t i a p r o p e r t y . I 
w i l l be i n v o l v e d i n a p r o p e r t y e x a m i n a t i o n i n the Kamloops 
a r e a a l l day F r i d a y but w i l l c a l l Mr. Schwab on my a r r i v a l i n 
Kamloops about 8:30 A.M. In the event t h i s does not work 
o u t , I w i l l be back i n V i c t o r i a tomorrow e v e n i n g and w i l l be 
a t t h e above number the b a l a n c e of the weekend. 

H e r e w i t h are some of my p r e l i m i n a r y comments: 

Property Location,. Access, Infrastructure 

The S c o t i a p r o p e r t y i s s i t u a t e d 10 km s o u t h of Skeena R i v e r 
and some 50 km s o u t h e a s t of P r i n c e Rupert i n t h e n o r t h c o a s t 
r e g i o n of B r i t i s h Columbia. Access i s c u r r e n t l y by h e l i c o p t e r 
from P r i n c e R u p e r t ; p r o v i n c i a l highway 16 and the CN r a i l r o a d 
f o l l o w the n o r t h shore of Skeena R i v e r . L o g g i n g a c t i v i t i e s 
s o u t h of Skeena R i v e r have i n c l u d e d the S c o t i a R i v e r and 
t r i b u t a r y v a l l e y s and a l o g g i n g r o a d , a p p a r e n t l y a c t i v e i n 
1984, extends t o w i t h i n a few k i l o m e t r e s of the e a s t e r n 
p r o p e r t y boundary. T h i s r o a d , which o r i g i n a t e s a t a barge 
l a n d i n g a t t h e mouth of S c o t i a R i v e r , c o u l d be extended t o 
the a r e a of the exposed m i n e r a l i z e d zone. In 1984, the c o s t 
of such an e x t e n s i o n was e s t i m a t e d t o be i n the o r d e r of 
$750,000. 

The t e r r a i n i s t y p i c a l of the n o r t h c o a s t r e g i o n and i s 
m o d e r a t e l y rugged i n p a r t . E l e v a t i o n s w i t h i n the s o u t h e r n 
c l a i m s a r e a range from 1,000 t o 3,800 f t . above sea l e v e l . 
The main m i n e r a l i z e d zone i s exposed on a 30 degree s l o p e a t 
an e l e v a t i o n of about 2,800 f t . 

The p r o p e r t y l o c a t i o n i s c o n s i d e r e d t o be r e a s o n a b l y good, 
c o n s i d e r i n g p r o x i m i t y t o t i d e w a t e r and e x i s t i n g 
i n f r a s t r u c t u r e . 
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Mineral Property 

The S c o t i a p r o p e r t y c o n s i s t s of s i x m i n e r a l c l a i m s (30 
m i n e r a l c l a i m u n i t s ) owned by F a l c o n b r i d g e L i m i t e d . 
Government r e c o r d s show the c l a i m s t o be i n good s t a n d i n g 
u n t i l mid-1997. 

Past Work 

The exposed massive s u l p h i d e m i n e r a l zone was d i s c o v e r e d by 
Texas G u l f Sulphur Company i n 1958. Between 1960 and 1987, 
v a r i o u s e x p l o r a t o r y programs u n d e r t a k e n by Texas G u l f and 
s u c c e s s o r companies ( K i d d Creek Mines and F a l c o n b r i d g e ) 
and one u n r e l a t e d company (Andaurex) have i n c l u d e d s u r f a c e 
s u r v e y s and f o u r d r i l l i n g campaigns c o n s i s t i n g of 3406 metres 
(11,170 f t . ) i n 32 h o l e s . 

Documented c o s t s of t h e s e programs, r e c a s t i n p r e s e n t day 
d o l l a r s , amount t o $1.27 m i l l i o n . 

Property Potential 

The exposed massive s u l p h i d e zone c o n s i s t s p r i n c i p a l l y of 
s p h a l e r i t e ( z i n c s u l p h i d e ) and l e s s e r g a l e n a ( l e a d s u l p h i d e ) 
p l u s i r o n s u l p h i d e s ( p y r i t e , p y r r h o t i t e ) and some copper 
s u l p h i d e s . The g e o l o g i c a l s e t t i n g i s t y p i c a l of v o l c a n o g e n i c 
massive s u l p h i d e s ; the zone i s h o s t e d by i n t e n s e l y deformed 
f e l s i c m e t a v o l c a n i c r o c k s c l o s e t o a m a f i c m e t a v o l c a n i c 
c o n t a c t . 

D r i l l i n g t o d ate has i d e n t i f i e d a r e s o u r c e of 206,000 to n s 
w i t h an average grade 11.8% z i n c , 1.3% l e a d and 0.6 o z / t o n 
s i l v e r . R e p o r t ed g o l d v a l u e s ( i n c o m p l e t e ) range from 0.002 t o 
0.047 o z / t o n and copper grades ( a g a i n , o n l y p a r t i a l a n a l y s e s 
a v a i l a b l e ) a r e e x t r e m e l y v a r i a b l e , r a n g i n g from l e s s than 
0.10 t o 0.70% and a v e r a g i n g perhaps 0.15%. Reported d r i l l 
i n t e r c e p t s range from 7.2 t o 60 f t . and appear t o average 
15 f t . 

The r e p o r t e d average grade has an i n s i t u g r o s s v a l u e per t o n 
of C$168 a t c u r r e n t m e t a l p r i c e s w i t h z i n c a c c o u n t i n g f o r 
+90% of the v a l u e . A v a i l a b l e d a t a s u g g e s t s some p o s s i b i l i t i e s 
f o r a d d i t i o n a l c r e d i t s from copper and g o l d . 

The p a r t i a l l y d r i l l e d zone c o n t a i n i n g the c u r r e n t i n d i c a t e d 
r e s o u r c e i s open a l o n g a f l a t plunge t o the n o r t h . T i g h t 
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f o l d i n g of the zone and e n c l o s i n g r o c k s s u g g e s t s good 
p o t e n t i a l f o r p a r a l l e l s u l p h i d e zones and t h e r e are a number 
of u n t e s t e d g e o p h y s i c a l and g e o c h e m i c a l t a r g e t s elsewhere on 
the p r o p e r t y . 

D e p o s i t s of t h i s t y p e are known t o occur i n c l u s t e r s -
examples i n c l u d e the numerous d e p o s i t s of v a r i a b l e s i z e which 
have been mined a t the Westmin o p e r a t i o n on Vancouver I s l a n d 
over the p a s t 30 y e a r s . 

Environmental Aspects 

No apparent problems i n t h i s r e g a r d - a c t i v e l o g g i n g has 
been underway i n the lower reaches of Skeena R i v e r f o r a 
number of y e a r s and both T e r r a c e and P r i n c e Rupert are 
r e s o u r c e - b a s e d communities. 

I t s h o u l d be noted however t h a t t h i s s t y l e of m i n e r a l i z a t i o n , 
w i t h i t s h i g h s u l p h i d e c o n t e n t , has the c a p a c i t y f o r a c i d 
rock d r a i n a g e but v a r i o u s measures can be t a k e n t o m i t i g a t e 
a g a i n s t t h i s . 

F a l c o n b r i d g e has undertaken r e c l a m a t i o n of camp ar e a s and 
d r i l l s i t e s over the p a s t few y e a r s . R e c l a m a t i o n bonding w i t h 
Mines D i v i s i o n would be r e q u i r e d f o r any planned e x p l o r a t i o n 
work . 

L i k e most p a r t s of B r i t i s h Columbia, i t i s q u i t e p o s s i b l e 
t h a t t h i s a r e a i s s u b j e c t t o one or more N a t i v e Land C l a i m s -
p o t e n t i a l impacts are not c u r r e n t l y known. 

The Deal 

The f o l l o w i n g o u t l i n e i s my assessment of the proposed terms: 

Cash Payments 
F a l c o n b r i d g e Arnex T o t a l 
Down - $10,000 $15,000 $25,000 
Yr . 1-5 - $390,000 $185,000 $600,000 
Combined down payment ($25,000) p l u s e s c a l a t i n g payments over 
5 y e a r s are c o n s i d e r e d r e a s o n a b l e . 

Work Commitments 
Yr. 1 - $250,000 Arnex t o c a r r y out work 
Yr . 2-6 $4.750.000 @ c o s t +15% 

$5,000,000 
- A r e a s o n a b l e amount of f l e x i b i l i t y here -
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Net Smelter R o y a l t y 
F a l c o n b r idge 
2% - no buyout 

Arnex 
1% - $1 m i l l i o n buyout 

Not u n r e a s o n a b l e - i t would be n i c e t o have a buyout on the 
F a l c o n b r i d g e NSR but I can u n d e r s t a n d t h e i r p o s i t i o n . 

Stock Purchase Warrants -
w i t h t h e i n d i c a t e d premiums, 
t h i s i s a p l u s f o r B i s h o p . 

In summary, th e proposed terms appear t o be r e a s o n a b l e and i n 
l i n e w i t h o t h e r m i n e r a l p r o p e r t y agreements. 

Current Value of Property 

P a s t p r o p e r t y e x p e n d i t u r e s of $1.27 m i l l i o n would r e t a i n most 
of t h e i r v a l u e i n v i e w of the p o t e n t i a l i n d i c a t e d . The 
i n d i c a t e d r e s o u r c e would a l s o have some v a l u e - I would 
suggest a t o t a l v a l u e of t w i c e t h e e x p e n d i t u r e s t o d a t e or 
$2.5 m i l l i o n . 

I t i s worth n o t i n g here t h a t work t o d a t e i n d i c a t e s t h a t z i n c 
i s t he main commodity of i n t e r e s t . There i s n o t h i n g 
wrong w i t h t h i s p r o v i d e d s i g n i f i c a n t tonnages of good grade 
(+10% z i n c ) c o u l d be e s t a b l i s h e d . Z i n c p r i c e s have r e l a t i v e l y 
s t e a d y a t $US0.50/lb over the p a s t t h r e e y e a r s . 

Exploration Approach 

W h i l e t h e annual work commitments i n t h e proposed d e a l a l l o w 
f o r a f a i r degree of f l e x i b i l i t y , I would suggest t h a t a 
f i r s t y e a r e x p e n d i t u r e of between $0.5 and $1 m i l l i o n would 
be i n o r d e r and would ensure a good assessment of the 
a c t u a l p r o p e r t y p o t e n t i a l . 

Other A s p e c t s 
Back-
a f t e r 
3x ($ 
51% i 
fo r b 

i n p r o v i s i o n 
$5 m i l l i o n e x p e n d i t u r e -

15 m i l l i o n ) t o earn 
s good p r o t e c t i o n 
o t h p a r t i e s 

P r o m i s s o r y note r e 
s h a r e p u r c h a s e -
I c a n ' t o f f e r a comment 
on t h i s - i t ' s r e a l l y a 
matter between Arnex 
and B i s h o p 
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