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SUMMARY 

The W i l l a Gold-Copper d e p o s i t i s w e l l s i t u a t e d i n s o u t h 
c e n t r a l B r i t i s h C o l u m b i a . E x t e n s i v e e x p l o r a t i o n and mine 
development d u r i n g the p a s t t w e l v e y e a r s has d e f i n e d g o l d - c o p p e r 
r e s e r v e s i n t h e o r d e r o f 500,000 t o n s , w h i c h i n c l u d e s 
a p p r o x i m a t e l y 100,000 ounces of g o l d . The p o t e n t i a l f o r a d d i n g 
s u b s t a n t i a l l y t o these r e s e r v e s i s e x c e l l e n t . The g r o s s v a l u e of 
the developed p o r t i o n of these r e s e r v e s at p r e s e n t m e t a l p r i c e s i s 
60 m i l l i o n d o l l a r s Cdn. 

Treminco a c q u i r e d the p r o p e r t y i n 1990 from the former owners 
f o r a s l i d i n g s c a l e Net Smelter R o y a l t y t i e d t o the p r i c e of g o l d . 

The i n f o r m a t i o n c o n t a i n e d i n the f o l l o w i n g s e c t i o n s examines 
s t r a t e g i e s , c o s t s , and economics f o r p l a c i n g t h e W i l l a d e p o s i t 
i n t o p r o d u c t i o n . A two stage programme i s recommended. 

I n s t a g e I , a t e s t m i n i n g programme i n v o l v i n g 10,000 tons 
would be p r o c e s s e d at a custom m i l l . Revenues from t h i s programme 
would be $1,130,000 and o p e r a t i n g c o s t s of $720,000 f o r a $410,000 
o p e r a t i n g p r o f i t . 

Stage I I proposes the a c q u i s i t i o n of a 1,500 t o n p r e s e n t l y 
p e r m i t t e d m i l l , and the c o m p l e t i o n of mine development. C a p i t a l 
c o s t s a r e e s t i m a t e d at $1.9 m i l l i o n d o l l a r s . A f i n a n c i a l p l a n 
based on a tonnage r a t e of 200 t o n s p e r day -for s i x y e a r s 
i n d i c a t e s an IRR r a t e of r e t u r n 113% b e f o r e t a x e s . 

I f o r e r e s e r v e s , which come w i t h the m i l l a c q u i s i t i o n , a r e 
pr o c e s s e d a l o n g w i t h W i l l a o r e , an a d d i t i o n a l $850,000 c a p i t a l i s 
r e q u i r e d , b u t t h e i n c r e a s e d r e v e n u e i n c r e a s e s t h e IRR t o 
ap p r o x i m a t e l y 400% b e f o r e t a x e s (see Appendix A ) . 
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THE WILLA PROJECT 

BACKGROUND 

The W i l l a P r o p e r t y i s s i t u a t e d i n s o u t h e a s t e r n B r i t i s h 
Columbia, 30 m i l e s n o r t h of the town o f N e l s o n . I t s i t s i n t h e 
h e a r t o f the S l o c a n M i n i n g D i s t r i c t , 5 and 8 m i l e s from the towns 
of S i l v e r t o n and New Denver r e s p e c t i v e l y i n which t he m a j o r i t y o f 
Treminco's Sandon d i v i s i o n employees r e s i d e . 

A c c e s s i s by paved highway No. 6 t h a t b e a r s n o r t h w a r d s 
t h r o u g h t h e S l o c a n f r o m C a s t l e g a r and N e l s o n and t h e n by 
a p p r o x i m a t e l y 2 m i l e s of a l l weather road t o the w o r k i n g s . 

The mine w o r k i n g s range between 800 and 1500 f e e t above t h e 
No. 6 highway. 

The p r o p e r t y has been e x p l o r e d s p o r a d i c a l l y s i n c e 1893 f o r 
copper and g o l d . I n 1979, Riocanex and BP M i n e r a l s o p t i o n e d and 
s t a k e d c l a i m s r e s p e c t i v e l y , and then p o o l e d t h e i r c l a i m s . The 
p r o p e r t y c u r r e n t l y comprises 21 u n i t s . 

I n 1980, t he j o i n t v e n t u r e commenced s u r f a c e d r i l l i n g i n t h e 
v i c i n i t y o f t h e o l d w o r k i n g s t o t e s t molybdenum and c o p p e r - g o l d 
t a r g e t s . From 1981 th r o u g h 1984 d r i l l i n g c o n t i n u e d and i n 1985 
N o r t h a i r became a p a r t n e r and drove an a d i t , 883 m i n l e n g t h , t o 
p r o v i d e a c c e s s f o r underground d r i l l i n g . Work c o n t i n u e d u n t i l 
1988. T o t a l underground workings amount t o 2500 meters of r a i s e s 
and d r i f t s and a p p r o x i m a t e l y 49,000 meters o f diamond d r i l l i n g . 

S u r f a c e and u n d e r g r o u n d d r i l l i n g h as shown t h a t t h e 
molybdenum t a r g e t i s t o o low grade t o be of c u r r e n t economic 
i n t e r e s t , b ut t h a t a t l e a s t t h r e e c o p p e r - g o l d zones a r e p r e s e n t 
t h a t a r e of mi n e a b l e s i z e s and grades. V e r y low grade s i l v e r 
v a l u e s accompany the copper and g o l d . Ore r e s e r v e c a l c u l a t i o n s 
show t h e t h r e e zones t o c o n t a i n : 

Zone 
Reserve 
Type Category 

Cut-off 
oz/t Au Tons 

Au 
OZ/t %Cu 

West 
East 
Main 
Main 

M i n i n g Proven 0.100 
G e o l o g i c a l Proven 0.100 
G e o l o g i c a l P r o b a b l e 0.100 
G e o l o g i c a l P o s s i b l e 0.100 

456,727 
44,111 
45,000 
15,000 

0.173 
0.185 
0.150 
0.150 

0.91 
0.74 
0.57 
0.57 

T o t a l s : 560,838 0.171 0 .86 



I n t h i s r e p o r t a l l tonnages (symbol t) r e f e r t o s h o r t tons 
(2,000 l b s ) . P r e c i o u s m e t a l g r a d e s , t h e r e f o r e , r e f e r t o t r o y 
ounces per s h o r t t o n . 

Underground development has shown t h a t ground c o n d i t i o n s and 
s t a b i l i t y are e x c e l l e n t . Water i n f l o w i s low t o moderate. 

S u r f a c e e x p l o r a t i o n has shown t h a t a t l e a s t two main t a r g e t 
a r e as a r e p r e s e n t on t h e p r o p e r t y : t h e a r e a o f t h e o l d w o r kings 
t h a t has been the s u b j e c t of the c u r r e n t a t t e n t i o n ; and a n o t h e r 
800 meters t o t h e n o r t h t h a t has r e c e i v e d r u d i m e n t a r y a t t e n t i o n , 

) but a t a comparable l e v e l of development, compares f a v o u r a b l y w i t h 
the r e s u l t s o b t a i n e d i n the area of the o l d w o r k i n g s . 

Recent underground e x p l o r a t i o n by means of l o n g - h o l e diamond 
d r i l l i n g has i n t e r s e c t e d d i s t a l g o l d and copper b e a r i n g zones t h a t 
d e s e r v e f o l l o w - u p . T h i s d r i l l i n g has shown t h a t the p o t e n t i a l f o r 
f i n d i n g a d d i t i o n a l m i n e r a l i z a t i o n i s e x c e l l e n t . 

E x t e n s i v e bench s c a l e t e s t i n g and b u l k s a m p l i n g of a 545 ton 
sample of ore has shown t h a t 82% of the g o l d and 92% o f t h e copper 
i s r e c o v e r a b l e by f l o t a t i o n and g r a v i t y c o n c e n t r a t i o n a f t e r 
g r i n d i n g t o 90% -200 mesh. L e s s t h a n 15% o f t h e g o l d i s 
r e c o v e r a b l e i n the g r a v i t y c i r c u i t . 

To date ( m a i n l y d u r i n g the p e r i o d 1980-1988) a p p r o x i m a t e l y 
$15,000,000 has been spent by Reocanex, BP and N o r t h a i r on 
p r o p e r t y e x p l o r a t i o n and r e s e r v e a c c e s s development. The mine 
c o u l d be p l a c e d i n economic p r o d u c t i o n f o r modest a d d i t i o n a l mine 
development c o s t s . 

Treminco a c q u i r e d t i t l e t o the p r o p e r t y from the above owners 
s u b j e c t t o a s l i d i n g r o y a l t y agreement as f o l l o w s : 

and c e r t a i n v e n d e r r o y a l t i e s t h a t a v e r a g e a p p r o x i m a t e l y 
$30,000/year. Under N o r t h a i r d i r e c t i o n a number of i n - d e p t h 
e n v i r o n m e n t a l s t u d i e s were c a r r i e d o u t , w h i c h have d e f i n e d the 
parameters r e q u i r e d f o r p l a c i n g the p r o p e r t y i n t o p r o d u c t i o n . A 
number of t r i a l p r o d u c t i o n r a t e s have been a n a l y s e d l e a d i n g t o the 
c o n c l u s i o n t h a t a p r o d u c t i o n r a t e o f a p p r o x i m a t e l y 500 t o n s p e r 
day (180,000 t o n s / y e a r ) appears t o o f f e r t h e b e s t p o t e n t i a l f o r 
c o s t e f f i c i e n c i e s . T h i s would have t o be complimented by f u r t h e r 
underground e x p l o r a t i o n and development of p r e s e n t l y i d e n t i f i e d 
t a r g e t s i n o r d e r t o m a i n t a i n ore r e s e r v e s . 

Au p r i c e Less than $470 Cdn. 
470-525 
+525 

2% 
4% 
6% 
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STAGE I - T e s t M i n i n g 

An a n a l y s i s i n d i c a t e s t h a t w i t h i n t h e appr o x i m a t e 500,000 t o n 
o r e r e s e r v e t h e r e can be mined a h i g h e r g r a d e c o r e o f 
a p p r o x i m a t e l y 100,000 tons g r a d i n g a p p r o x i m a t e l y 0.3 o z / t o n Au and 
1% Cu. To c o n f i r m the v a l i d i t y of t h i s a s s u m p t i o n i t i s proposed 
t o o b t a i n a b u l k sample of a p p r o x i m a t e l y 10,000 t o n s from a 
c o m b i n a t i o n of r a i s e s l o c a t e d t o p r o v i d e grade d a t a on d e s i g n a t e d 
r e s e r v e b l o c k s . 

A r r a n g e m e n t s a r e i n p l a c e w i t h B e t h l e h e m R e s o u r c e s 
C o r p o r a t i o n t o t r e a t a 10,000 t o n t e s t b a t c h o f W i l l a o r e . 
Pend i n g f a v o u r a b l e r e s u l t s from the t e s t b a t c h , a l o n g e r term 
arrangement f o r t r e a t i n g a p p r o x i m a t e l y 200 t o n s p e r day has been 
d i s c u s s e d . Other a l t e r n a t i v e s f o r p r o c e s s i n g W i l l a o r e have been 
i n v e s t i g a t e d which may be more a t t r a c t i v e . 

The t e s t m i n i n g p r o p o s a l would i n v o l v e e q u i p p i n g the p r e s e n t 
u n d e r g r o u n d w o r k i n g s w i t h c o m p r e s s e d a i r and v e n t i l a t i o n , 
r e l o c a t i n g t h e acc e s s road t o highway t r a n s p o r t h a u l a g e g r a d e s , 
and e x t r a c t i n g t h e 10,000 t o n b a t c h from h i g h e r g r a d e g o l d 
s e c t i o n s a d j a c e n t t o the p r e s e n t underground d r i f t s . 

The c o s t e s t i m a t e s r e l a t e d t o t h i s p r o p o s a l a r e as f o l l o w s : 

C a p i t a l C o s t s : 

Upgrade access road 
Equip mine f o r t e s t mining 
T o t a l 

$50,000 
50.000 

$100,000 

O p e r a t i n g C o s t s : 

MINING $/Ton 

Stope 
T r a n s p o r t t o M i l l 
M i l l 
A d m i n i s t r a t i o n 

$30 
14 
25 
5 

T o t a l $72 .00/ton 

Cost f o r 10,000 tons 720.000 

T o t a l Costs $820,000 



) 

Revenue G e n e r a t i o n 

Based on o r e treatment a t Bethlehem, under t h e p r e s e n t terms 
) agreed t o , a 10,000 t o n t e s t b a t c h would g e n e r a t e r e v e n u e s as 

f o l l o w s . The f o l l o w i n g parameters have been used: 

G o l d p r i c e $525/oz Cdn. 
Copper p r i c e $1.50/lb. Cdn. 
T e s t b a t c h tons 10,000 
Net Recovery Au 83% 
Net r e c o v e r y Cu 93% 
Au grade 0.25 opt 
Cu grade 0.95% 

Revenues t o Treminco 

Au 10,000 X 0.25 X .83 X $525 = $1,090,000 
Cu 10,000 X 0.95 X .93 X 20 X 0.50 X 0.5 = 44,000 

T o t a l $1,134,000 

X J O p e r a t i n g P r o f i t s 

Revenue $1,130,000 
Less Stage I Costs <820.000> ( i n c l u d i n g $100,000 C a p i t a l ) 
Net $ 310,000 

STAGE I I - W i l l a Mine As An Ongoing O p e r a t i o n 

1. M i n i n g - P r e p r o d u c t i o n P l a n & C o s t s 

A c c e s s and v e n t i l a t i o n openings f o r t h e main o r e r e s e r v e s 
have been completed. 

R e q u i r e d a r e openings t o p e r m i t m i n i n g of o r e and c o l l e c t i o n 
f o r s h ipment t o s u r f a c e . B l a s t h o l e open s t o p i n g has been 
s e l e c t e d as the method f o r r e c o v e r y o f a p p r o x i m a t e l y 80% of the 
ore . The r e m a i n i n g 20% w i l l p r o b a b l y be mined by e i t h e r s h r i n k a g e 
and/or open s c r a p e r stopes by j a c k l e g pneumatic d r i l l s . 

The b l a s t h o l e method w i l l i n v o l v e b r a c k e t i n g t h e o r e b o d i e s 
w i t h s u b d r i f t s from which 2 1/4" b l a s t h o l e s w i l l be d r i l l e d w i t h 
pneumatic d r i l l s . A p r e l i m i n a r y e s t i m a t e o f development work 
r e q u i r e d i s as f o l l o w s : 
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Ft 

Subdrifts 2700 
Slot Raises 400 
Access Raises 1000 
Scraper & Subdrifts 1000 
Total development, 5100 

Stope development 500.000 = 98 t o n s / f t . 
5,100 

A p p r o x i m a t e l y 3 5% o f t h i s work would be r e q u i r e d p r i o r t o 
commencement of p r o d u c t i o n . 

Cost would be: 0.35 X 5100 X $250/ft = $446,000 

Purchase of used m i n i n g equipment and s e t t i n g up i n 
mine: 450,000 

T o t a l of P r e p r o d u c t i o n Development $900,000 

2 . Ore C o n c e n t r a t i o n - M i l l i n g Options & C a p i t a l Costs 

A number o f a l t e r n a t i v e s have b e e n e x p l o r e d f o r t h e 
p r o c e s s i n g o f t h e W i l l a o r e . The m e t a l l u r g i c a l t e s t work 
i n d i c a t e s t h a t the p r o d u c t i o n of a Copper f l o t a t i o n c o n c e n t r a t e a t 
a grade of a p p r o x i m a t e l y 23% Cu and 3.0 oz.Au/ton i s a r e a s o n a b l e 
e x p e c t a t i o n , and t h i s has been assumed i n a l l m i l l i n g o p t i o n s . 
A l l g o l d would r e p o r t t o the Copper C o n c e n t r a t e s . 

Option 1 

C o n s t r u c t a c o n c e n t r a t o r on one o f a number o f s i t e s 
d e s c r i b e d i n t h e Stage I Report of the W i l l a P r o j e c t p r e p a r e d by 
N o r t h a i r . T h i s o p t i o n would p r o v i d e : 

a. e l i m i n a t i o n of road t r a n s p o r t a t i o n c o s t s . 
b. cheaper m i l l o p e r a t i n g c o s t s . 
c. more e f f e c t i v e c o n t r o l of m e t a l l u r g y . 

Based on c o s t e x p e r i e n c e r e l a t e d t o c o n s t r u c t i o n of t h e 250 
T.P.D. P t a r m i g a n m i l l a t Y e l l o w k n i f e , i t i s e s t i m a t e d t h a t t h e 
c a p i t a l c o s t s t o c o n s t r u c t a 500 T.P.D. m i l l near the W i l l a mine 
would be $2.3 m i l l i o n d o l l a r s . 

T o t a l P r e p r o d u c t i o n C o s t s : 

Mine P r e p a r a t i o n $ 900,000 
M i l l C o n s t r u c t i o n 2.300,000 

T o t a l $3,200,000 

5 
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T h i s o p t i o n has been ruled, out because of t h e t i m e , energy, 
and c o s t s r e l a t e d t o o b t a i n i n g n e c e s s a r y a p p r o v a l s t o b u i l d a m i l l 
i n the v i c i n i t y . 

A number of o f f s i t e m i l l i n g o p t i o n s have been c o n s i d e r e d . 
These i n c l u d e : 

O p t i o n 2 

M o d i f y i n g e x i s t i n g T r e m i n c o C o n c e n t r a t o r a t S a n d o n , 
) a p p r o x i m a t e l y 15 m i l e s by road from t h e W i l l a mine. A number of 
reasons r u l e t h i s out as a p r a c t i c a l o p t i o n . 

O p t i o n 3 

E n t e r i n g i n t o a b u s i n e s s a r r a n g e m e n t w i t h t h e Company 
c o n t r o l l i n g the H.B. m i l l a t Salmo, B.C. some 80 m i l e s from the 
mine. While the m i l l c o u l d be m o d i f i e d t o accomodate W i l l a ore at 
a r e a s o n a b l e c o s t , t h e c o m b i n a t i o n o f r o y a l t i e s and o p e r a t i n g 
c o s t s w h ich have been proposed i n d i s c u s s i o n s t o d a t e , p l u s the 
road t r a n s p o r t a t i o n c o s t s e l i m i n a t e any p r o s p e c t i v e p r o f i t s . 

O p t i o n 4 

Upon c o m p l e t i o n of t h e t e s t b a t c h a t B e t h l e h e m R e s o u r c e s , 
e n t e r i n t o a l o n g e r term agreement f o r t r e a t i n g W i l l a o r e . T h i s 
has been mentioned i n an e a r l i e r s e c t i o n . 

O p t i o n 5 

P u r c h a s i n g a m i l l f a c i l i t y and p r o p e r t y s i t u a t e d i n n o r t h e r n 
Washington s t a t e f o r a p p r o x i m a t e l y $600,000 U.S. t h e p r o p e r t y 
c o n t a i n s an open p i t and underground r e s e r v e o f a p p r o x i m a t e l y 
2,000,000 tons of 1% l e a d and 5 1/2% z i n c (not economic at p r i c e s 
below $0.60 z i n c ) . T h i s f a c i l i t y i s p e r m i t t e d f o r m i l l i n g of Pb-
Zn r e s e r v e s . A m o d i f i c a t i o n of the e x i s t i n g p e r m i t , e s t i m a t e d t o 
take s i x months, would be r e q u i r e d t o t r e a t the W i l l a o r e . 

Treminco would p l a n t o advance mine p r o d u c t i o n over a p e r i o d 
of a y e a r t o a r a t e of 200 tons per day ( h i g h e r tonnage r a t e s are 
r e a l i s t i c , g i v e n t h e c o n f i g u r a t i o n of t h e d e p o s i t ) . P e r m i t t i n g 
would proceed w h i l e t e s t m i n i n g and m i l l i n g was b e i n g c a r r i e d out. 
The p r e s e n t W i l l a r e s e r v e s p r o v i d e f o r 8 y e a r s of o p e r a t i o n . 

A t o t a l of $1.9 m i l l i o n i s r e q u i r e d as f o l l o w s : 

Equip and d e v e l o p W i l l a mine 
I n c r e a s e R e c l a m a t i o n Bonding 
Purchase Washington S t a t e M i l l , m o d i f y 
and i n c r e a s e R e c l a m a t i o n Bonding 

$ 900,000 
200,000 
800.000 

$1,900,000 
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T h i s o p t i o n p r o v i d e s the b e s t economic r a t e o f r e t u r n f o r 
mi n i n g the W i l l a r e s e r v e s . 

An added bonus would be ca s h f l o w t o be g e n e r a t e d from the 
Van S t o n e r e s e r v e s under h i g h e r z i n c p r i c e s . The m i l l i s 
s u f f i c i e n t l y l a r g e t h a t b o t h W i l l a and Van Stone c o u l d be t r e a t e d 
i n b a t c h e s s i m u l t a n e o u s l y . 

3 . O p e rating Costs 

M i n i n g - D i r e c t M i n i n g Costs 

a) Mine Development: 65% of development c o s t s a r e charged 
d u r i n g o p e r a t i n g phase as f o l l o w s : 

Per Ton 
.65 X 5100 f t . X $250/ft. = $829,000 

$829,000/500,000 tons $1.70 
Long h o l e d r i l l i n g , l o a d i n g & b l a s t i n g 4.00 
C o l l e c t i n g o r e by Scraper o r L.H.D. Equipment 2.00 
T r a n s p o r t a t i o n l a b o u r t o s u r f a c e 2.00 
T o t a l D i r e c t M i n i n g $9.70 

b) G e n e r a l Mine Expense: 

Equipment Maintenance and s u p p l i e s $3.00 
Power, p r i m a r y s e r v i c e s 4.00 
E n g i n e e r i n g s e r v i c e s 2.00 
T o t a l G e n e r a l Mine Expense 9 . 00 
Total- Mine Costs 18.70 

2. Diamond d r i l l i n g o re d e f i n i t i o n t o m a i n t a i n 
r e s e r v e s 5.00 

3. T r a n s p o r t t o M i l l (Option 5) 13 .00 
18.00 

T o t a l c o s t t o d e l i v e r t o Treminco owned m i l l 
(Option 5) 36.70 

4. M i l l i n g (Own m i l l - Option 5) 15.00 

5. L o c a l Overhead 6.50 

6. A d m i n i s t r a t i v e Overhead 1.50 

T o t a l O p e r a t i n g Costs $59.70 
Rounded t o $60.00 

Note: Based on b e s t a v a i l a b l e i n f o r m a t i o n t h e f o l l o w i n g are 
somewhat comparable O p e r a t i n g C o s t s . 
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S u l l i v a n Mine - Cominco 
Gol d s t r e a m (budget) 

$36.00/ton 
$55.00/ton 

4 . P r o j e c t Economics 

A s i x y e a r economic p l a n has been d e v e l o p e d w h i c h i s based on 
m i n i n g a p p r o x i m a t e l y 75% of the p r e s e n t r e s e r v e s , c o n c e n t r a t i n g on 
the h i g h e r grade i n the e a r l i e r y e a r s . P r i c e s f o r m e t a l s used and 
exchange r a t e s a r e as f o l l o w s : 

Au P r i c e $385 U.S./ounce 
Cu P r i c e $1.10 U.S./lb. 
Exchange Rate $1.00 U.S. = $1.37 Cdn. 

A c o n c e n t r a t e grade of 23% Cu which c o n t a i n s a l l of t h e g o l d 
w i l l be p r o d u c e d . T h i s w i l l p r o v i d e a c o n c e n t r a t i n g r a t i o of 
27.2:1. Average c o n c e n t r a t e grades w i l l be as f o l l o w s : 

Year 1 
Year 2 
Year 3 

% C U 

23% 
23% 
23% 

Au Oz/ton 

4.96 
4.51 
3.61 

A f t e r a c c o u n t i n g f o r s m e l t e r charges and f r e i g h t , r e t u r n s t o 
Treminco a r e as f o l l o w s : 

Year 1 $105.77 Cdn./ton o r e t r e a t e d 
Year 2 97.30 Cdn./ton ore t r e a t e d 
Year 3-5 80.42 Cdn./ton ore t r e a t e d 

O p e r a t i n g c o s t s of $60/ton are used t h r o u g h o u t . 

See a t t a c h e d c a s h f l o w p r o j e c t i o n . P r o j e c t e d . c a s h f l o w s a r e 
p r e - t a x and would be a d j u s t e d a c c o r d i n g t o t h e company's m a r g i n a l 
r a t e of t a x . F i n a n c i n g would be p r o v i d e d by e q u i t y . 

R.T. Trenaraan, P. Eng. 
P r e s i d e n t 
Treminco Resources L t d . 
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TREMINCO RESOURCES LTD. 

C 

CASH FLOW 
PROJECTION 

VILLA MINE 

Gold P r i c e U.S.$/oz 
Copper P r i c e U.S.$/lb. 
Exchange Rate USD/CAD 

Pro d u c t i o n 

BASIC ASSUMPTIONS: GOLD PRICE U.S. $385/OZ., 
COPPER PRICE U.S. $1.10/LB., EXCHANGE RATE $0.73 

TEST 
MINING 

YEAR 1 

$385 
$1.10 

$ 0 , 7 3 0 

SUSTAINED PRODUCTION 

YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 

$385 
$1.10 

$0,730 

$385 
$1.10 

$0,730 

$385 
$ 1 . 1 0 

$ 0 , 7 3 0 

$385 
$1.10 

$ 0 , 7 3 0 

$385 
$ 1 . 1 0 

$ 0 , 7 3 0 

OPERATING COSTS (CAD ,000) 
Mining Costs 
T r a n s p o r t 
M i l l i n g 
Overheads 
R o y a l t y @ 4% N o r t h a i r 
Other R o y a l t y 
Reclamation & c l o s u r e 

TOTAL OPERATING COSTS (CAD ,000! 

PRE-TAX PROFIT (,000) 
CASHFLOW TO COMPANY 

INVESTMENT: (,000) 
C a p i t a l C o sts 
Working C a p i t a l 

EQUITY FINANCING 

TOTAL 

Tons of Ore Mined 10,000 40,000 72,000 72,000 72,000 72,000 338,000 
Tons per day 200 200 200 200 200 200 
Grade (oz./Ton):' Gold 0.25 0.22 0.20 0.16 0.16 0.16 0.23 
Net r e c o v e r y : Gold 83.0% 83.0% 83.0% 83.0% 83.0% 83.0% 99.6% 
Ounces Produced: Gold 2,075 7,304 11,952 9,562 9,562 9,562 50,016 
Grade (Percentage 1:Copper 0.95% 0.91% 0.91% 0.91% 0.91% 0.91% 1.10% 
Net r e c o v e r y : Copper 93.00% 93.00% 93.00% 93.00% 93.00% 93.00% 111.6% 
Pounds Produced: (,000) 177 677 1,219 1,219 1,219 1,219 5,728 

LTER REVENUE(CAD ,000) $1,130 $4,231 $7,006 $5,790 $5,790 $5,790 $29,737 

$720 $968 $1,742 $1,742 $1,742 $1,742 $8,656 
$0 $520 $936 $936 $936 $936 $4,264 
$0 $600 $1,080 $1,080 $1,080 $1,080 $4,920 
$0 $312 $562 $562 $562 $562 $2,560 
$0 $168 $280 $232 $232 $232 $1,143 
$0 $40 $70 $70 $70 $70 $320 
$0 $0 $0 $0 $0 $200 $200 

$720 $2,608 $4,670 $4,622 $4,622 $4,822 $22,063 

$410 $1,623 $2,336 $1,168 $1,168 $968 $7,674 

$100 $1,900 $0 $0 $0 $0 $2,000 
$720 $0 $0 $0 $0 $0 720 

$820 $1,900 $0 $0 $0 $0 $2,720 

1 

PRE-TAX CASH FLOW $410 $1,623 $2,336 $1,168 $1,168 $968 $7,674 

NET PRESENT VALUE (3 10% 
(PRE TAX CASHFLOW) 

8 $ 385 US/OZ $410 $1,341 $1,754 $798 $726 $534 $5,562 

INTERNAL RATE OF RETURN P-V. OF R.O.I. THE DISCOUNT RATE THAT EQUATES THE PRESENT VALUE OF CASH OUTFLOWS -410 
WITH THE PRESENT VALUE OF EXPECTED INFLOWS. -229 
(THE RATE OF RETURN AN INVESTMENT IS EXPECTED TO RETURN) EST. IRR 1754 

798 
8 0 . 0 0 % 112.83% 726 



APPENDIX A 

WILLA PROJECT 

TREATING BOTH WILLA AND VAN STONE 
ORE THROUGH VAN STONE MILL 

On t h e f o l l o w i n g page a r e cash f l o w p r o j e c t i o n s based 
on t h e f o l l o w i n g a s s u m p t i o n s : 

1. The W i l l a Ore i s t r e a t e d t h r o u g h t h e w h o l l e y owned 
s Van Stone M i l l . 

2. Both W i l l a and Van Stone Ore a r e b a t c h e d t h r o u g h Van 
Stone M i l l a t t h e f o l l o w i n g r a t e s : 

Van Stone 18,000 tons/month 
W i l l a 6,000 tons/month 

3. F o r W i l l a , M e t a l P r i c e s , R e c o v e r i e s , Ore Grades, S m e l t e r 
S e t t l e m e n t s , and C o s t s a r e as shown i n W i l l a R e p o r t . 

4. F o r Van Stone, f i g u r e s used a r e based on p r o j e c t i o n s 
d e v e l o p e d by Pan American p e r s o n n e l (owners of Van 
S t o n e ) . 

5. A l l d o l l a r s a r e Canadian D o l l a r s . 

6. C a p i t a l r e q u i r e d i s summation of r e q u i r e m e n t s from 
W i l l a R e p o r t ; and f o r Van Stone, Pan American E s t i m a t e . 

7. C a p i t a l I n j e c t i o n i s by E q u i t y . 
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KILlfi P K l J J t L 1 

PRELIMINARY CASH 
FLOW PROJECT ION 

TREATING BOTH WILLA k VAN STOKE 
ORE 1HRUUGH VAN STONE HILL 

TONS MILLED YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR fa TOTAL 

VAN STONE 
WILLA 

216 
28 

2 i e 
72 

216 
72 

216 
72 

216 
72 

216 
72 

ORE GRADES 

VAN STONE; Pb 
1 Zn 

WILLA; Au oz/ton 
Cu 

METAL PRICES 

1.22 
4.02 

0.23 
0.92: 

1 . 2 ; 

4.or 
0.21 
0.311 

1.21 
4.02 

0.18 
0.911 

1.21 
4.or 

0.16 
0.31Z 

1.21 
4.01 
0.1b 
0.312 

1 .21 
4.0Z 

0.16 
0.311 

By id 
Conner 
Lead 
Zinc 
Exchange Rate USD/CAD 

5385 
$1.10 
$0.30 
$0.55 

$0,730 

$385 
$1.10 
$0.30 
$0.55 

$0,730 

5385 
$1.10 
$0.30 
;, C L ?Ul J J 

$0,730 

$385 
$1.10 
$0.30 
$0.55 

$0,730 

$385 
$1.10 
$0.30 
$0.55 
$0,730 

$335 
$1.10 
50.30 
$0. 

$0,730 

NE1 SHELTER REVENUE (CAi) ,000) 

VAN STONE 
iJILLA 

$6,625 
$3,033 

$6,625 
$7,300 

56,625 
$5,350 $5,730 $5,750 

56,525 
55,790 

533,748 
$33,653 

TOTAL 5*3,653 513,325 512,575 $12,415 512.415 $12,415 $73,401 

OPERATING COSTS (LAD ,000) 

VAN STONE 
WILLA 

$4,377 
$1,333 

$4,377 
$4,670 

$4,377 
$4,670 

$4,377 
54,670 

$4,377 
$4,670 

54,377 
54,670 

$29,860 
* t J , t i j 

TOTAL 

PRE-TAX PROFIT (,000) 
CASHFLOW TO COMPANY 

$6,870 $3,647 $3,647 $3,647 $3,647 5i,o 47 $55,103 TOTAL 

PRE-TAX PROFIT (,000) 
CASHFLOW TO COMPANY $2,783 $4,278 * i. 1326 £ '.' 7 C 0 * i , ( D O 52,/be $2,768 $18,293 

INVESTMENT: (,000) 
VAN STONE 
yIL LA [ i n c l u d e s 1111} 

$343 
$2,720 

50 
$0 

50 $0 
$0 

50 
$0 $0 

$849 
52,720 

EQUIU FINANCING to,JO J $0 $0 $0 $0 $3,563 

PRE-TAX CASH MOW $2,788 $4,273 $2,768 $2,768 $2,763 $18,298 

NET PRESENT VALUE £ 102 
(PRE TAX CASHFLOW) 

e $ 385 US/02 $2,788 $3,534 $2,133 $1,83! $1,713 .< c--.c 
$ 1 .JLJ $13,655 

INTERNAL RATE OF RETURN P.V. OF R.Q.I. 

THE DISCOUNT RATE THAT EBUATES THE PRESENT VALUE OF CASH OUTFLOWS 
WITH THE PRESENT VALUE OF EXPECTED INFLOWS. 
(THE RATE OF RETURN AN INVESTMENT IS EXPECTED TO RETURN) EST. 

-781 
3534 

IRR 2199 
1891 

400.001 417.771 1719 
1525 


