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PRASIDANT'S REPORT
* ANNUAL MEZTING OF SHARXECLDERS
or
GEDDES RESOURCIS LIMITED

JUNR 27, 1992

ladies and gentleman, sharsholders and guests, in the year
since ocur last Annual Meeting there has been a dramatic change in .
tha Canadian and weatern world economic environment from mature
growth to recassion. The spot price of copper declined from mors
than US $1.28 per pound to approximataly US$ 1,00 today. Low metal
prices and reduced demand ara alrsady resulting in mine clesuras
of the high cost producers. '

For the succasaful development of Windy Craggy the project
ecocnomics must be sufficiently attractive to survive recession with
a comfortable margin. The feasibility study started in July 1990
is demonstrating that Windy Craggy can be develcped as a highly
competitive low cost producer that will be capabla cf servicing its
project financing under recessionary conditicns and providing a
level of profits sufficient to provide an attractive return on
investment to equity shareholders. Achiaving this optimum concept
for project develcopment is a complicated process. Almost
inevitably design features which provide lower operating costs
requizre higher initial capital investment which add to the
¢inancing costs,

Fluer Daniel Wright have completed an extensive study of the
engineering design and financial advantages of the multitude ef
cemponents that together are needed to mine, transport and proéaas
the ore to producs markatable products at a rats that is efficlent
but will not produce a glut on world markets. The Annual Report
describes in scme detail the conclusicns resached to optimize the
preoject development. The second part of the fsasibility study
invelves detailed engineering design of the optimized facilities
to verlify costs, matsrial and equipment requirements and
construction schedules. This part of the feasibility study will
be completad aftar the company has confirmation that the engineered
concept for develcpment meets environmaental regqulations.
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The envirenmental review and permitting process is an
exceedingly long and frustratingly slow process. We have not yes
raceived from the British Columbia Government's Mine Develcpment
S8teering Committee the terms of reference for our Stage II
Environmantal and Sociceconcmic Assessment Studies. I anticipate
that it will be scme weeks or even menths yet as the demands of the
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and Strcnsay) and numercus smallar ones. It alsc has to contand
with additional Acts and regulatiens and an incrnased level of
public and political awarsness.

These five major wmining projacts repressnt - a capital
investuent in the.1990s of the order of $1.5: billien:dollars:and
are vital in sustaining the pesiticn of the Province's mining
industry. The B.C. Forest Industry has just completad a period of
major investment and does not have any majer new projects planned.

Thera are no new major public works projects underway. A new

runway for Vancouver Alrport is crawling through its environmental

permitting process. One of the faw majer construction preojects
underway in the Provinca of British Columbia presently, the Kemano
II expansien by Alcan is grinding to a halt half completasd because
of environmental issuaes.

While I endorse wholsheartedly a commitment ¢o envirocnmental
responsibility, I am deeply concerned by the irreqularities that
are being imposed on the process of environmental permitting. The
environmental reviewing and permitting systams in place today are
good and will work well to everycne's advantage provided they are
allowed to operata as intended. Gaddes Rescurces is doing its vest
to achieve a comprehensive environmental reviaw. Howaver there ars

cagses of the process being side stepped and distortsd. Governments

must get the process back on track with focused objectives and
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requlated proceduras and time frames. If not, then the negative
econcmic consequences will escalate at a dramatic rata. We have
one example of the negative ccsts hers in Toronto at Pearson
Tnternaticnal Airpert. The shortage of runways has resultad in
rvestrictiens on flighta for saveral years already but it is likaly
 to be another 5 years before any additional runways could ba in
operatien. British Colunbia is racing neqativn aconomic

neans n¢w5minosmitvdooaknot“rapra:ont anﬁtxpanding'mining industzy,
:iér BY tno ting the £iv¢ nines ncntionod above ars in’ production, four
or tivg .xiutinq minol will havo cxhaustod ‘their 2‘!32?.! and
c13;ia‘a§%ﬁ.' If the miflng Indastey is to ﬁoinéiig'tui%ainahlo'
devolopmant it must sustain tho:o jobo, the supplioro, the support
industry and the profitability of the industry which allows for
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The costs of environmental regulation ara considerable, adding
to capital and operating costs and extsnding time frames. The and
result is to maka small and marginal depcsitas uneconomic and reduce
the supply of minerals to world markats. The consequence will ke
higher metal pricas.

Geddas Rescurces is in the enviakls pesition of owning the
largest ragerve of copper in Canada at Windy Craggy. The immense
size of these high grade deposits means that the impact on- the
project econcmics of envircnmantal costs is small’ while the
lcvcraqo to higher metal prices is d;}p;tic.

To achieve production at windy Cragyy will require a capital
investment in plant, equipment and infrastructura of the order of
500 million dollars. To raise this by equity financing at present
share prices will not provida shareholders with an attractive
return on investment in a reascnable time frame. Whilae total debt
financing would provide sharsholders with tremendous leverage, the
reality of today's financial world is that Geddes Resources could
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not £ind a lender to assume that amount of risk. At the beginning
of 1991 the BRBoard of Directors rstained mining financial
consultants Warrior Internaticnal Limited to examine the options
and advise the Dirsctors on available courses of action with regard
to project financing. They recommended that the cempany should
invelve a major international =mining organizatien in the
development of Windy Craggy. A short list of organizations was-
preparsd and have been approached and provided with informatien.
The process is still ongoing and I anticipate it will be sone
months before the company will he in a pesiticn to announcs
results. - |

In the intsrim the company continues to need working capital
to fund its ongoing activities. That level of activities has been
cut back substantially as there is nc need for further exploration.
Consequently sits activities hava been readucsd to minimum levels
‘of envircnmental moniteoring. Engineering studies ars proceeding
slowly pending confirmation from the envircnmental agencies of
development concepts. Environmental teastwork ongoing includes a
series of larga scale tests on wasts rocks to detsrmine their Acid
Roeck Drainage charactaristics. Consaequently expendituraes will ke
at a very lew lavel for scme months yet, |

To provide funds to augment the present working capital
shortage, First Marathon Securities Limited has agrsed to complete
a private placement for a minimum of $2.6 millien and a maximum of
$3.5 million. The placeament will comprlse special warrants priced
at $1.00 exchangeabls for Units of one common shars and one half
warrant. Two half warrants will entitle the holder to purchasae for
$1.50 one common share until June 390, 1994. Northgate Exploration
Limited and Cominco Limited have agreed to subscribe for $1,000,000
and $500,000 of this placsment respectively thersby maintaining
their ownership levela in Geddes Rescurces. Cloaing of this
placsment is set for July 13 with a pra clesing of the minimum
subscription to take place in the next few days. The amount and
pricing of the financing was given very carsful consideration in
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light of markat conditicns, the share pricas, !undinq needn and thq
creution of another set of warrants with differsnt conditien: £rom

the alrsady outstanding warrants.

- Mr. John Kearney has already made mention -of the Board of
Directors but I cannot let this oppertunity pass without expressing
my own thanks to the retiring Diractors whose experience, advice
and interest, not only made my task- easier but.’ centributad
immensely to thu ‘development of the conpany and the projgct. Thay
and our small qroup of employees have faccd nll the challgngu with
enthusiasm and good humour, - . ;-."...,\, - ST *‘.‘-. ’b-—‘L i

I would like to thank a\nzyona for their attandanca. Beth
Kcith Scmerville and I will ‘ba available aftar the maeting £

answer questions. - - A Ce
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