
6 8 0 8 5 9 

T H E H I G H M O N T M I N E 

D e s c r i p t i o n of a 

C o p p e r / M o l y b d e n u m P ro j e c t 

in B r i t i s h C o l u m b i a 

Augus t 26, 1981 M E T Z L E R K G 

F r a n k f u r t a m M a i n 



1 
C A C H E CREEK O 

1 

O A S H C R O F T 

RAILWAY 

-

\ ~1 " ™ I , " ) 

C A N A D A 

Alton • KAMLOOPS 

S r TERRITORIES 

s 5 
Valley 

Copper • 
Lornex O 

D Bethlehem 

•Logan L a k e 

^ L H I G H M O N T 

O L Y T T O N 

Craigmont 
Q 

O MERRITT 

• , - • -

V A N C O U V E R 
• 

BRITISH 
COLUMBIA 

ISLAND 

-

PORT ALBERNI 
VANCOUVER 

NANAIMO • 

Q 

T4 

(CHILLIWACK 
LOCATION PLAN 

HIGHMONT PROPERTY 
BRITISH C O L U M B I A C A N A D A 

Victoria 
UNITED S T A T E S 



P e r s o n a l and C o n f i d e n t i a l 

F o r P r i v a t e Use on ly 

This brochure is only intended to support detailed discussions with 

each prospective investor and may not be regarded as a usual 

offering circular. It does not constitute an offer of the Units as 

described herein in the United States and in Canada and in those 

jurisdictions where they may not be lawfully offered for sale 

in this form. 

P r o s p e c t i v e inves to rs a re not to cons t rue the con t en t s o f th i s b rochure 

as l e g a l o r t ax a d v i c e . E a c h inves t o r should consu l t his counse l , a c c o u n t a n t 

or business adv i so r as to l e ga l , t ax and o the r m a t t e r s c o n c e r n i n g his 

i n v e s t m e n t . 
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Summary 

Th i s b rochure desc r ibes an o f f e r to a cqu i r e l i m i t e d pa r tne r sh ip i n t e r e s t s i n 

the H V M i n i n g L i m i t e d P a r t n e r s h i p ( "HVM" ) ho ld ing a 20 % p a r t i c i p a t i o n in 

a p r o d u c i n g coppe r/mo lybdenum mine (the ' H i g h m o n t Mine ' ) i n B r i t i s h 

C o l u m b i a , C a n a d a . 

A . S t r u c t u r e 

1. P a r t i c i p a n t s 

M N R M i n i n g D e v e l o p m e n t L i m i t e d , V a n c o u v e r ( "MN R" ) , an a f f i ­

l i a t e of M e t a l l g e s e l l s c h a f t A G , F r a n k f u r t ( " M e t a l l A G " ) , as g e n e r a l 

pa r tne r , has f o r m e d a B r i t i s h C o l u m b i a pa r tne rsh ip , H V M , w i t h 

M e t a l l g e s e l l s c h a f t C a n a d a L i m i t e d ( " M e t a l l Canada " ) as i n i t i a l l i m i t e d 

p a r t n e r . 

H V M is a 20 % pa r tne r in the H i g h m o n t M i n i n g C o m p a n y ( " H M C " ) , 

a pa r tne r sh ip w h i c h owns and opera tes the H i g h m o n t M i n e . 

The r e m a i n i n g 80 % in t e r es t in H M C is owned by T e c k C o r p o ­

r a t i o n , V a n c o u v e r ( "Teck" ) . 

Investors w i l l b e come a d d i t i o n a l l i m i t e d pa r tne r s o f H V M . T e c k 

C o r p o r a t i o n is a C a n a d i a n n a t u r a l - r e s o u r c e s c o r p o r a t i o n p roduc ing 

p r i m a r i l y copper , go ld , s i l v e r , mo l ybdenum, z i n c , n i o b i u m , o i l and 

gas. M e t a l l C a n a d a owns, on a fu l l y d i l u t e d bas is , about 20 % of 

T e c k ' s ou t s t and ing shares . 

2. L i m i t e d P a r t n e r s h i p Interest 

H V M is a u t h o r i z e d to issue 280 equa l U n i t s o f c an -$ 100,000 e a c h . 

The r eo f 210 U n i t s , e qua l to 75 % of the a u t h o r i z e d U n i t s , are 

o f f e r ed to inves to rs a t a p r i c e o f c an -$ 100,000 each under the 

t e r m s des c r i b ed in more d e t a i l in th is b rochure . The g ene ra l pa r tne r 

M N R holds 62 U n i t s and the i n i t i a l l i m i t e d pa r tne r M e t a l l C a n a d a 

holds 8 U n i t s . A l l ho lders o f U n i t s as o f O c t o b e r 15, 1981 w i l l 

share in the p r o f i t s and losses of H V M for the f i s c a l y ea r end ing 

on tha t da te in p r opo r t i on to t h e i r U n i t ho ld ing . 
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3. Issue P r i c e per U n i t : can -$ 100,000 + 5 % p l a c e m e n t fee 

4. S u b s c r i p t i o n pe r i od : up to S ep t embe r 30, 1981 

5. P a y m e n t da te : O c t o b e r 7, 1981 

6. P a y i n g Agen t : M e t z l e r b a n k , F r a n k f u r t a m M a i n 

B . The H i g h m o n t M i n e 

The H i g h m o n t M i n e is a coppe r/mo l ybdenum mine in B r i t i s h C o l u m b i a , 

C a n a d a . M i n e c o n s t r u c t i o n was s t a r t e d in 1979 and was s u b s t a n t i a l l y 

c o m p l e t e d by M a r c h 31, 1981. T o t a l c a p i t a l e xpend i tu res a m o u n t e d to 

a p p r o x i m a t e l y c a n - $ 150 m i l l i o n . P r o d u c t i o n began in J a n u a r y 1981. It 

is e s t i m a t e d tha t the m ine w i l l , on ave rage , p roduce above 40 m i l l i o n 

lbs copper and 4 m i l l i o n lbs mo l ybdenum per y ea r . P r o d u c t i o n is e x ­

p e c t e d to be above average in the e a r l i e r years due to h igher m e t a l 

c on t en t in the ore m i l l e d d u r i n g tha t t i m e . O r e reserves are r ega rded 

as s u f f i c i e n t to suppor t a mine l i f e o f at l eas t 14 y ea r s . 

The p r o d u c t i o n in the f o r m o f copper and mo l ybdenum c o n c e n t r a t e s 

w i l l be so ld in a c c o r d a n c e w i t h l o n g - t e r m sales ag r e emen ts . Sa les 

p r i c e s w i l l v a r y a c c o r d i n g to the fu ture m a r k e t p r i c e movemen t s . 

H o w e v e r , i f we i gh t ed average p r i c e s f a l l be low a c e r t a i n m i n i m u m in 

any p a r t i c u l a r y ea r , the l o n g - t e r m buyers o f the c o n c e n t r a t e s have 

c o m m i t e d themse l v e s to make s e cured support l oans . Such loans are 

in t ended to p rov ide funds to mee t paymen t s due under the pro j ec t 

f i n a n c i n g . 

C . Use o f P roceeds 

R e p a y m e n t o f s u b s t a n t i a l l y a l l o f the demand l oan w h i c h was d r a w n 

down by H V M in o rde r to f inance the a c q u i s i t i o n of i t s 20 % share in 

H M C . 
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D . C a s h D i s t r i b u t i o n 

H M C w i l l d i s t r i b u t e to i t s pa r tne r s i t s net c a s h f l ow less c e r t a i n 

amoun t s set as ide by i t s E x e c u t i v e C o m m i t t e e . 

H V M has to app ly a l l c a sh r e c e i v e d f r om H M C to the paymen t o f 

i n t e r e s t on and p r i n c i p a l of i t s share o f the p ro j ec t f i n a n c i n g u n t i l i t 

has been r epa i d in f u l l , whereupon H V M expec t s to repay a l l o the r 

indebtedness . 

T h e r e a f t e r a l l ' D i s t r i b u t a b l e C a s h ' w i l l be d i s t r i b u t e d to the ho lders 

of U n i t s u n t i l such t i m e ( 'Po int o f Payout ' ) as the i n i t i a l c a p i t a l 

a c c o u n t w h i c h is or w h i c h is d e emed to be can -$ 100,000 as 

of O c t o b e r 7, i n c l u d i n g a 20 % compounded annua l r e t u r n on the 

unpa id ba lance , has been r e p a i d . F r o m th is po int f o r w a r d the cash 

d i s t r i b u t i o n to the ho lders o f U n i t s w i l l e qua l 70 % o f the D i s t r i ­

bu tab l e C a s h and the G e n e r a l P a r t n e r , as such , w i l l r e c e i v e 30 96. 

E . T a x a t i o n in C a n a d a 

E x c e p t for B r i t i s h C o l u m b i a M i n e r a l R e s o u r c e Tax , w h i c h is l e v i e d a t 

the mine l e v e l , pa r tne rsh ips do not pay i n c o m e taxes in C a n a d a , but 

the t axab l e i n c o m e or loss of a pa r tne r sh ip is a l l o c a t e d to i t s pa r tne r s . 

If a pa r tne r sh ip i t s e l f is a pa r tne r o f a pa r tne r sh ip , i t i n t u r n a l l o c a t e s 

i t s i n come or loss, i n c l u d i n g tha t a l l o c a t e d to i t , to i t s pa r tne rs , so 

tha t the u l t i m a t e c o r p o r a t e or i n d i v i d u a l pa r tne rs pay i n c o m e taxes in 

C a n a d a for t h e i r share of the pa r tne r sh ip ' s i n c o m e . 

Depend ing on the p lace o f r e s idence o f the inves to r the app rop r i a t e 

double t a x a t i o n c onven t i on , i f any, has to be app l i ed . 

Th i s s u m m a r y is q u a l i f i e d by the d e t a i l e d i n f o r m a t i o n appea r ing e l sewhere 

in th i s b r o chure . 
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List of Abbreviations 

a .c .b . : ad jus ted cos t base 

C C D E : C u m u l a t i v e C a n a d i a n deve l opmen t expense 

C D E : C a n a d i a n dev e l opmen t expense 

C u : C o p p e r 

C W G : C h a p m a n , Wood & G r i s w o l d L t d . , 

V a n c o u v e r and A lbuque rque 

f .o .b. : f ree on board 

H M C : H i g h m o n t M i n i n g C o m p a n y , V a n c o u v e r 

H M C A g r e e m e n t : H i g h m o n t M i n i n g C o m p a n y P a r t n e r s h i p 

A g r e e m e n t 

H . S . L . A . : H i g h S t r e n g t h L o w A l l o y 

H V M : H V M i n i n g L i m i t e d P a r t n e r s h i p 

H V M A g r e e m e n t : H V M i n i n g L i m i t e d P a r t n e r s h i p 

P a r t n e r s h i p A g r e e m e n t 

lb : pound (= 0,454 kg) 

L M E : L o n d o n M e t a l Exchange 

M e t a l l : M e t a l l g e s e l l s c h a f t G r o u p 

M e t a l l A G : M e t a l l g e s e l l s c h a f t A G , F r a n k f u r t / M . 

M e t a l l C a n a d a : M e t a l l g e s e l l s c h a f t C a n a d a L i m i t e d , T o r on t o 

M e t z l e r b a n k : B . M e t z l e r s e e l . Sohn & C o . , F r a n k f u r t / M . 

M i n e : The H i g h m o n t M i n e 

M N R : M N R M i n i n g D e v e l o p m e n t L i m i t e d , V a n c o u v e r 

M o : M o l y b d e n u m 

M0S2 : M o l y b d e n u m - d i - s u l p h i d e 

M a r c R i c h : M a r c R i c h & C o . A G , Z u g 

T e c k : T e c k C o r p o r a t i o n , V a n c o u v e r 

ton : shor t ton (= 2,000 lbs = 0.970 tonne) 

tpd : tons per day 
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Investment Opportunity 

The H i g h m o n t i n v e s t m e n t o p p o r t u n i t y arose f r om the r e l a t i onsh ip 

b e tween M e t a l l g e s e l l s c h a f t G r o u p ( "Meta l l " ) and T e c k . Th i s 

r e l a t i o n s h i p is pa r t o f M e t a l l ' s s t r a t e g y of c o n t i n u i n g s e a r c h 

for n a t u r a l r e sources p ro j e c t s throughout the w o r l d . S ince the 

e a r l y 1950s, M e t a l l has pursued th i s i n t e r e s t i n C a n a d a and has 

p a r t i c i p a t e d in a number of e x p l o r a t i o n and dev e l opmen t 

p r og rams and has a c q u i r e d i n t e r e s t s i n and m a r k e t i n g r i gh ts 

f r o m s e v e r a l m i n i n g ven tures in tha t c o u n t r y . A s i g n i f i c a n t 

p o r t i o n of M e t a l l ' s i n v e s t m e n t in C a n a d a is i n T e c k , a n a t u r a l 

r e source -based c o m p a n y i n w h i c h M e t a l l C a n a d a , a w h o l l y -

owned i n d i r e c t subs id i a ry o f M e t a l l g e s e l l s c h a f t A G ( " M e t a l l 

A G " ) , owns, d i r e c t l y and i n d i r e c t l y , on a fu l l y d i l u t e d bas is , 

about 20 % of the o u t s t a n d i n g shares . S ince M e t a l l ' s o r i g i n a l 

i n v e s t m e n t i n T e c k in 1977 a number of j o i n t v en tures and 

pro j ec t s have deve l oped w h i c h i n c lude in C a n a d a : 

- a j o in t a i rbo rne e x p l o r a t i o n p r o g r a m (known as the 

' D i g h e m ' - program) 

- a j o i n t e xp l o ra t i on/deve l opment e f f o r t in the M o n t c a l m 

copper and n i c k e l p ro j ec t , O n t a r i o , C a n a d a . (The orebody 

was d i s c o v e r e d by Dighem. ) 

- a j o i n t p a r t i c i p a t i o n in the A f t o n m ine/sme l t e r c o m p l e x 

(copper, go ld , s i l ver ) in B r i t i s h C o l u m b i a , C a n a d a . 

In 1981, H V M , has a c q u i r e d a 20 % in t e r e s t i n the H i g h m o n t 

M i n i n g C o m p a n y w h i c h owns and exp l o i t s the H i g h m o n t M i n e 

(the 'M ine ' ) l o c a t e d in B r i t i s h C o l u m b i a , C a n a d a . 
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The f o r m a t i o n of H V M and the sa le o f i t s U n i t s p rov ide 

i nves t o r s w i t h an oppo r tun i t y to p a r t i c i p a t e w i t h M e t a l l and 

T e c k in the ownersh ip of a major n a t u r a l r e source p r ope r t y i n 

C a n a d a and to share w i t h M e t a l l and T e c k in the r e su l t s o f i t s 

e x p l o i t a t i o n . 
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The Highmont Mine 

The H i g h m o n t M i n e cons i s t s o f two open p i t s (East P i t and 

West P i t ) , a m i l l , a c o n c e n t r a t o r and o the r f a c i l i t i e s . In the 

f i r s t s tage the Eas t P i t is e x p e c t e d to c o v e r an a r e a of 

438,750 m 2 w i t h a d ep th of 100 m and the West P i t 

262,300 m 2 w i t h a dep th of 90 m . 

P r o s p e c t i n g and E x p l o r a t i o n H i s t o r y 

The c l a i m s tha t c o m p r i s e the M i n e were a c q u i r e d in 1966 by 

H i g h m o n t M i n i n g C o r p . L t d . w h i c h i n i t i a t e d a d r i l l i n g e x p l o r a t i o n 

p r o g r a m sho r t l y t h e r e a f t e r . O n the bas is o f a r epo r t p r epared 

by C h a p m a n , Wood & G r i s w o l d L t d . ( "CWG" ) , C o n s u l t i n g Eng inee rs , 

V a n c o u v e r and A l buque rque , f u r the r g e o p h y s i c a l e x p l o r a t i o n , 

d r i l l i n g and bu lk s a m p l i n g was c o n d u c t e d in 1967 on the p rope r t i e s . 

In 1969 T e c k a c q u i r e d a s u b s t a n t i a l i n t e r e s t i n H i g h m o n t M i n i n g 

C o r p . L t d . and s ince tha t date has assumed a p r i m a r y ro l e i n 

the deve l opment o f the M i n e . A f e a s i b i l i t y s tudy was c o m p l e t e d 

in 1971 by C W G in a s s o c i a t i o n w i t h Wr i gh t Eng inee rs L t d . , 

C o n s u l t i n g Eng inee rs , Vancouve r , and was upda ted in 1979. Th i s 

upda ted s tudy p rov ided the bas is for the p r oduc t i on dec i s i on 

w h i c h was t a k e n in A p r i l 1979 by T e c k w h i c h subsequent ly 

a c q u i r e d the p rope r t i e s in an a m a l g a m a t i o n l a t e r that y ea r . In 

1981 Behre D o l b e a r & C o m p a n y , Inc., M i n e r a l s Industry C o n s u l t a n t s , 

N e w Y o r k and Denve r , r e v i e w e d the e s t i m a t e d ore reserves of 

the H i g h m o n t p r ope r t y a t the request of H V M and t h e i r f ind ings 

were s u m m a r i z e d in a l e t t e r quo t ed be l ow . 

L o c a t i o n 

The H i g h m o n t M i n e is s i t u a t e d in the sou the rn par t o f the 

H i g h l a n d V a l l e y 125 a i r m i l e s no r th - eas t of Vancouve r , B r i t i s h 

C o l u m b i a , C a n a d a . The M i n e is c o n n e c t e d by road to the T r a n s -

C a n a d a - H i g h w a y w h i c h l i nks the M i n e to the c i t y of K a m l o o p s , 
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l o c a t e d a p p r o x i m a t e l y 40 m i l e s away f r om the M i n e . K a m l o o p s 

w h i c h is the m a i n supply c e n t e r fo r the M i n e , is r e g u l a r l y 

s e r v i c e d by a i r and r a i l . The nearby A f t o n copper/go ld/s i l ver 

m ine and s m e l t e r is ope ra t ed by T e c k . 

The H i g h l a n d V a l l e y c on ta ins s e v e r a l o the r known m i n e r a l 

depos i t s i n c l u d i n g the L o r n e x coppe r/mo l ybdenum depos i t and 

the B e t h l e h e m copper depos i t . 

The t own of L ogan L a k e , 13 m i l e s f r om the H i g h m o n t M i n e , 

p rov ides hous ing for mine wo rke r s o f the three mines in the 

H i g h l a n d V a l l e y and t h e i r f a m i l i e s . 

Re s e r v e s 

Be l ow the l e t t e r men t i oned above f r om Behre D o l b e a r & C o m p a n y , 

Inc. to H V M quo ted v e r b a t i m . 

" B E H R E D O L B E A R & C O M P A N Y , I N C . 

M i n e r a l s Industry C o n s u l t a n t s 

230 P a r k A v e n u e (212) 883-6562 

New Y o r k , New Y o r k 10017 T L X : 640103 

C a b l e : B E H R D O L 

Augus t 17, 1981 

H V M i n i n g L i m i t e d P a r t n e r s h i p 

c/o M N R M i n i n g D e v e l o p m e n t L i m i t e d 

Su i t e 824, 602 West Has t ings S t r e e t 

Vancouve r , B . C . V 6 B 1P2 
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G e n t l e m e n : 

In a c c o r d a n c e w i t h your request , Behre D o l b e a r & C o m p a n y Inc. 

has u n d e r t a k e n an independent r e v i e w o f d a t a f r o m our e x a m i n a t i o n 

o f the H i g h m o n t C o p p e r / M o l y b d e n u m M i n e / P l a n t a r e a L o g a n 

L a k e , B r i t i s h C o l u m b i a . 

The r e v i ew by Behre D o l b e a r c o m p r i s e d (1) a r e v i e w o f e s t i m a t e d 

" m i n e a b l e " o re r ese rves ; (2) an o v e r v i ew o f s i g n i f i c a n t a d d i t i o n a l 

ore depos i t s ; (3) an a p p r a i s a l o f c u r r e n t ope ra t i ons on the H i g h m o n t 

p r o p e r t y . The p rocedures e m p l o y e d by Behre D o l b e a r are i n 

a c c o r d a n c e w i t h g ene ra l l y a c c e p t a b l e p r a c t i c e s o f the m i n i n g 

i ndus t r y . 

The p r ope r t y began p r o d u c t i o n in J a n u a r y 1981 a f t e r e xpend i tu r e 

o f C a n a d i a n $ 150 m i l l i o n for d e v e l opmen t . Eas t/West open p i t s , 

a 25,000 tpd c o n c e n t r a t o r and a l l a n c i l l a r y and suppor t f a c i l i t i e s 

we re c o m p l e t e d under budget e s t i m a t e d cos t and t i m e . 

D u r i n g the f i r s t 5 months o f ope ra t i ons , the m i l l p rocessed some 

2.5 m i l l i o n shor t tons ore a t heads of 0.16 % C u , 0.033 % M o . 

O v e r the i n t e r i m , copper r e c o v e r y i m p r o v e d f r om 77 % to 86 

m o l y r e c o v e r y f r om 66 % to 70 96. S u c h a l ow cos t and r a p i d 

p ro j ec t c o m p l e t i o n a t t e s t to top q u a l i t y o f management w h i c h 

has been c o n f i r m e d d u r i n g the on -s i t e e x a m i n a t i o n ; f u r t h e r m o r e 

t o t a l l abor f o r c e (330) and o v e r a l l op e r a t i n g cos t per ton 

( C a n a d i a n $ 4.00) are e x c e l l e n t . 

H i g h m o n t managemen t s ta t es tha t the H i g h m o n t c o n c e n t r a t o r 

c a n handle 30,000 tpd f eed (5,000 above des ign c a p a c i t y ) , w h i c h 

wou ld mean tha t p r o d u c t i o n cos t c a n drop to C a n a d i a n $ 3.55 

per t o n . D u r i n g depressed m a r k e t per iods , p e r i p h e r a l h i - g rade 

depos i t s c a n be m ined to swee t en feed/grade and r e c o v e r y . 

../10 



10 

U s i n g H i g h m o n t ' s p i t des ign w h i c h we cons ide r a c c e p t a b l e , i n 

l a t e 1979/ear ly 1980 M i n t e c (Tucson, A r i z o n a ) e s t i m a t e d 

" m i n e a b l e " o re r eserves , a t 0.25 % " c o p p e r - e q u i v a l e n t " c u t - o f f 

f o r the Eas t/Wes t p i t s to be: 

E a s t 

123 m i l l i o n tons c o n t a i n i n g : 

0.224 % C u ; 

0.024 % M o . 

S t r i p p i n g r a t i o o f waste/ore (tons) = 2.46 : 1.00 

West 

38 m i l l i o n tons c o n t a i n i n g : 

0.172 % C u ; 

0.032 % M o . 

S t r i p p i n g r a t i o o f waste/ore tons = 3.00 : 1.00 

C o p p e r equ i va l en t (CE ) was c a l c u l a t e d as equa l to % C u + 

12.5 (% M o S 2 ) , M o = 0.6 ( M o S 2 ) . 

The ore r ese rve c a l c u l a t i o n s c l a s s i f i e d m a t e r i a l as ore on ly i f i t 

me t the above c r i t e r i a and was w i t h i n 100- f t . o f a d i a m o n d 

d r i l l h o l e . Thus , b l o cks of m a t e r i a l b e tween two or more d i a m o n d 

d r i l l ho les show ing " o r e " - but , beyond the 100- f t . zone - were 

c l a s s i f i e d not as " p r obab l e " , " poss ib l e " , e t c . but , v e ry c o n s e r v a ­

t i v e l y , as was t e . 

The Eas t/Wes t o re bodies c o n t a i n e r r a t i c " n u g g e t - t y p e " m i n e r a l i ­

z a t i o n — d i s c r e t e , d i s con t inuous — when c o m p a r e d to c l a s s i c a l 

po rphy ry depos i t s o f r easonab le homogene i t y . W i t h 100 ,000- f t . of 

c o r e d r i l l i n g r ep r e s en t i ng 580 m i l l i o n tons waste/ore (5,800 

tons/f t . d r i l l hole) in a " n u g g e t - t y p e " depos i t , the re is the d i s t i n c t 

. . / l l 
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l i k e l i h o o d tha t o re p o c k e t s have been m issed . C o n s i g n i n g a l l 

m a t e r i a l beyond 100- f t . o f a d r i l l ho le to the was te ca t ego ry , 

wh i l e r easonab le because of the e r r a t i c n a t u r e o f the depos i t , 

wou ld augmen t the c o n s e r v a t i v e o v e r a l l e s t i m a t e and Behre 

D o l b e a r be l i e ves the t o t a l s t a t e d m e t a l c on t en t o f the depos i t 

to be a t l eas t tha t no t ed . O p e r a t i n g e x p e r i e n c e , c l ose g e o l o g i c a l 

and m i n i n g c o n t r o l may w e l l p e r m i t o v e r a l l g r e a t e r heads to the 

m i l l and r educe was t e - t o - o r e m i n i n g r a t i o s . 

A d d i t i o n a l l y , a number of s i g n i f i c a n t k n o w n depos i t s o c c u r on 

H i g h m o n t p rope r t y w i t h i n c u r r e n t l y e c o n o m i c hau l d i s t ances of 

the e x i s t i n g c o n c e n t r a t o r . These are p r e sen t l y c l a s s i f i e d as 

g e o l o g i c a l r ese rves but c o u l d be p roven up w i t h a modest amount 

o f d r i l l i n g , s a m p l i n g and p i t p l ann ing . S e v e r a l years ago H i g h m o n t 

e s t i m a t e d w i t h i n 100- f t . rad ius of e a c h d r i l l ho le m ineab l e reserves 

o f 37 m i l l i o n tons of ore w i t h C u c on t en t o f .23 % and M0S2 

o f .02 96. 

Based on the p i t des ign deve loped by H i g h m o n t , the c o m p u t e r 

e s t i m a t e of m ineab l e p i t r eserves by M i n t e c was in a c c o r d a n c e 

w i t h g ene ra l l y a c c e p t e d p r a c t i c e . 

Behre Do lbea r s t a t e s tha t , in i t s op in i on and based upon i t s 

r e v i ew , the ore reserves of the H i g h m o n t P r o p e r t y as s t a t e d 

above in e a r l y 1980 were c o n s e r v a t i v e l y e s t i m a t e d . 

Y o u r s s i n c e r e l y , 

Behre Do lbea r & C o m p a n y , Inc. 

(signed) Hans W. S c h r e i b e r 

P r e s i d e n t " 

../12 
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D e v e l o p m e n t and C o n s t r u c t i o n 

D e v e l o p m e n t and c o n s t r u c t i o n of the H i g h m o n t M i n e began in 

M a y 1979 and was s u b s t a n t i a l l y c o m p l e t e d by M a r c h 31, 1981 at 

a t o t a l cos t c lose to the budget o f about c a n - $ 150 m i l l i o n . 

The H i g h m o n t P r o j e c t cos ts up to June 30, 1981 were as 

f o l l ows : 

c a n - $ m i l l i o n 

P i t d e v e l opmen t and equ ipment 21 

P r i m a r y c rushe r 3 

O r e s t o c k p i l i n g and r e c l a i m 5 

C o n c e n t r a t o r bu i l d ing and equ ipment 36 

T a i l i n g d i sposa l 7 

C o n t r a c t o r and eng inee r ing 31 

Warehouse and o f f i c e bu i ld ings 5 

P r e p r o d u c t i o n (up to J a n u a r y 31, 1981) 19 

O t h e r 20 

147 

P r e p r o d u c t i o n (Feb ruary 1 - June 30, 1981)*) 13 

S u s t a i n i n g c a p i t a l 1 

T o t a l 161 

*) Inc ludes a p p r o x i m a t e l y c an -$ 11 m i l l i o n of P r o j e c t L o a n 

in t e r e s t up to June 30, 1981. It is a n t i c i p a t e d tha t the 

p r e p r o d u c t i o n pe r i od for a c c o u n t i n g purposes w i l l c on t inue 

u n t i l S ep t embe r 30, 1981. 

I n i t i a l p r o d u c t i o n f r o m the H i g h m o n t ,Mine c o m m e n c e d in J a n u a r y 

1981, m i l l th roughput in June 1981 was 559,322 shor t d ry tons 

and ope ra t i n g t i m e a v a i l a b i l i t y i m p r o v e d to 83.62 % in June 

1981. 
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M i n i n g O p e r a t i o n s and M i n i n g P l a n 

P r e p r o d u c t i o n m i n i n g and su r f a c e s t r i p p i n g c o m m e n c e d in J u n e 

1980. The o v e rburden f r o m the su r f a c e s t r i p p i n g has been s t o c k ­

p i l ed for fu ture r e c l a m a t i o n . Waste r o ck has been used for road 

c o n s t r u c t i o n , l and f i l l and t a i l i n g s d a m c o n s t r u c t i o n . 

The me thod of m i n i n g used on bo th the Eas t and West P i t s is 

c o n v e n t i o n a l t r u c k - s h o v e l open-p i t m i n i n g on a seven day con t inuous 

sh i f t s chedu l e . In the e a r l i e r years s u b s t a n t i a l l y more ore than 

the m i l l c a p a c i t y w i l l be m i n e d . H i g h e r g rade ore w i l l be f ed to 

the m i l l d a i l y and the r e m a i n i n g ore , w h i c h has to be m ined to 

a ccess the r i c h e r zones , w i l l be s t o c k p i l e d for fu ture p rocess ing . 

S i m i l a r l y , the mo l ybdenum p r o d u c t i o n is e x p e c t e d to be h igher 

in the ea r l y years o f the H i g h m o n t M i n e when ore w i t h a h igher 

mo l ybdenum con t en t is to be m i n e d . 

P r o c e s s i n g F a c i l i t i e s 

The des ign of the p rocess ing p lant o f the H i g h m o n t M i n e was 

based upon ex t ens i v e m e t a l l u r g i c a l t e s two rk c o n d u c t e d by L a k e -

f i e l d R e s e a r c h of C a n a d a L i m i t e d , L a k e f i e l d , O n t a r i o . The p lant 

has a des igned c a p a c i t y o f 25,000 tons per day . In the p lan t , 

the c rushed ore is g round by a ser i es o f autogenous and b a l l 

m i l l s to a s i z e su i t ab l e for f l o t a t i o n . A f t e r f l o t a t i o n and s epa ­

r a t i o n , the copper c o n c e n t r a t e is s t o r ed and sh ipped in bu lk , the 

mo l ybdenum c o n c e n t r a t e in d r u m s . It is e x p e c t e d tha t average 

a n n u a l p r oduc t i on w i l l be above 40 m i l l i o n pounds of copper and 

4 m i l l i o n pounds of m o l y b d e n u m . 

The copper and mo l ybdenum c o n c e n t r a t e s p roduced are e x p e c t e d 

to have a m e t a l c on t en t of 31.5 % and 55 % r e s p e c t i v e l y . 

P r o j e c t e d m e t a l r e c o v e r i e s f r o m ore processed at the m i l l and 

c o n c e n t r a t o r are 90 % for copper and 78 % for m o l y b d e n u m . 

../14 
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Simplified flow sheet 

r H * = 7 
O 0 0 W->A A->Q-*< > 
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Environmental Factors 

One of the primary environmental concerns in mining is tailings 

disposal. To meet this concern the Highmont Mine tailings dis­

posal system has been designed as a totally enclosed system 

allowing no effluent discharge. 

The tailings pond is situated approximately 3 miles from the 

plant site and all tailings from the processing facilities are fed 
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by g r a v i t y to the t a i l i n g s pond where w a t e r is a l l o w e d to s tand 

in o rder fo r the p a r t i c l e s to s e t t l e . The w a t e r is then r e c l a i m e d 

and pumped back to the p lan t s i t e as the w a t e r supply fo r the 

c o n c e n t r a t o r . O n l y s m a l l amounts o f f r e sh w a t e r w i l l be pumped 

in t o the s y s t em to c ompensa t e fo r e v a p o r a t i o n loss . 

L o n g - t e r m Sa les A g r e e m e n t s 

The p roduc t s p roduced f r om the H i g h m o n t M i n e are so ld p u r ­

suant to l o n g - t e r m sa les a g r e emen t s . The copper c o n c e n t r a t e s 

a r e so ld to M a r c R i c h & C o . A . G . ( "Marc R i c h " ) of Zug , S w i t z e r ­

l and (the ' M a r c R i c h A g r e e m e n t ' ) and the mo l ybdenum c o n c e n t r a t e s 

a re so ld to M e t a l l A G (the ' M e t a l l A g r e e m e n t ' ) . These sa les 

ag r eements , w h i c h were i n i t i a l l y en t e r ed i n t o by T e c k and H i g h ­

mont M i n i n g C o r p . L t d . in 1979, were ass igned to H M C on 

M a r c h 20, 1981. The f o l l o w i n g is a s u m m a r y of c e r t a i n m a t e r i a l 

p rov i s i ons of such l o n g - t e r m sa les a g r e emen t s w h i c h does not 

purpor t to be c o m p l e t e . 

The M e t a l l A g r e e m e n t con t inues in f o r c e u n t i l the l a t e r o f 

D e c e m b e r 31 ,1990 or u n t i l H M C has d e l i v e r e d to M e t a l l A G 

46.1 m i l l i o n pounds of m o l y b d e n u m . If the H i g h m o n t M i n e 

produces mo l ybdenum in excess of the annua l q u a n t i t i e s w h i c h i t 

is ob l i g a t ed to d e l i v e r to M e t a l l A G , i t must f i r s t o f f e r the 

a d d i t i o n a l q u a n t i t i e s to M e t a l l A G . H M C is , however , e n t i t l e d to 

s e l l any such a d d i t i o n a l q u a n t i t i e s t o t h i r d pa r t i e s i f H M C is 

ab le to o b t a i n t e r m s more f a vo rab l e than those o f f e r ed by 

M e t a l l A G . 

The M e t a l l A g r e e m e n t i d en t i f i e s a p p r o x i m a t e l y 70 % of the 46.1 

m i l l i o n lbs . mo l ybdenum p r o d u c t i o n as 'base l o a d ' quan t i t i e s 

d u r i n g the t e r m of the ag r e emen t and the r e m a i n d e r as ' b a l a n c e ' 

q u a n t i t i e s . The p r i c e per pound of mo l ybdenum under the M e t a l l 

A g r e e m e n t for base l oad q u a n t i t i e s is based on the p r e v a i l i n g 

m a r k e t p r i c e for m o l y b d i c ox ide in Wes t e rn Europe fo r sa le by 

r e l i ab l e p roducers for q u a n t i t i e s to be d e l i v e r e d d u r i n g at l eas t 

an annua l pe r i od , less M e t a l l A G ' s p e r m i t t e d charges for t ranspor t , 

r o a s t i n g and m a r k e t i n g . The M e t a l l A g r e e m e n t c o n t e m p l a t e s 

tha t the ' C l i m a x P r i c e ' wou ld be th is r ep r e s en ta t i v e m a r k e t 
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p r i c e and de f ines the ' C l i m a x P r i c e ' as the p r i c e pub l i shed by 

C l i m a x M o l y b d e n u m C o m p a n y , G r e e n w i c h , C o n n e c t i c u t , U S A , for 

m o l y b d i c ox ide p a c k e d in d rums f .o .b. Eu rope . The M e t a l l A g r e e m e n t 

p rov ides for a m e c h a n i s m for ag r ee ing upon a new r e p r e s e n t a t i v e 

m a r k e t p r i c e i f the ' C l i m a x P r i c e ' is no longer r e p r e s e n t a t i v e 

fo r sa les by r e l i a b l e p roduce rs to c u s t o m e r s in Wes t e rn Europe 

fo r q u a n t i t i e s to be d e l i v e r e d d u r i n g a t l eas t an annua l p e r i od . 

M e t a l l A G as buyer o f the c o n c e n t r a t e s may have to r e l y on 

th i s m e c h a n i s m in order to purchase a t p r e v a i l i n g m a r k e t p r i c e s 

fo r such sa les . The p r i c e per pound of mo l ybdenum in the ba l ance 

q u a n t i t y w i l l depend on the resa l e t e r m s ob ta inab l e by M e t a l l A G . 

U n d e r the M e t a l l A g r e e m e n t , M e t a l l A G is ob l i g a t ed to p rov ide 

suppor t loans to H M C i f the average p r i c e r e c e i v e d by H M C for 

mo l ybdenum over the c a l enda r y ea r is less than U S - $ 7.50 per 

pound . Suppor t loans , i f any , to be made by M e t a l l A G to H M C 

w i l l b r i n g the payments made by M e t a l l A G to H M C under the 

M e t a l l A g r e e m e n t to the l e v e l o f U S - $ 7.50 per pound payab le 

m o l y b d e n u m . These suppor t loans w i l l be s e cured by f i x ed and 

f l o a t i n g charges on the H M C prope r t y w h i c h w i l l rank a f t e r 

charges g r an t ed to secure the P r o j e c t L o a n and the O p e r a t i n g 

L o a n . No r epaymen t of these suppor t loans may be made u n t i l 

the p r i n c i p a l o f and in t e r e s t on the P ro j e c t L o a n (see page 38) 

has been r epa i d in f u l l . The suppor t l oan is r epayab l e out of 

50 % o f the net cash f l ow, as de f ined in the M e t a l l A g r e e m e n t , 

w i thou t in t e r e s t , c o m m e n c i n g in the f i s c a l pe r i od a f t e r r epay ­

ment in f u l l o f the P r o j e c t L o a n . 

The M a r c R i c h A g r e e m e n t con t inues in f o r c e u n t i l D e c e m b e r 31, 

1990, but is sub jec t to e x t ens i on i n c e r t a i n even ts a t the op t i on 

of M a r c R i c h . Unde r the M a r c R i c h A g r e e m e n t , M a r c R i c h has 

agreed to purchase in e a c h ca l enda r y ea r a l l of the copper 

c o n c e n t r a t e s p roduced f r o m the H i g h m o n t M i n e up to 100,000 

dry m e t r i c tons of copper c o n c e n t r a t e s w h i c h q u a n t i t y is in 

excess of e x p e c t e d annua l p r o d u c t i o n . M a r c R i c h a lso has the 

r i gh t to purchase any a d d i t i o n a l copper c o n c e n t r a t e s p roduced by 

H M C in any yea r , but i t is not ob l i g a t ed to do so. The sa le 

p r i c e for coppe r c o n c e n t r a t e s is based on the s e t t l e m e n t p r i c e 
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o f the L o n d o n M e t a l E x c h a n g e ( " LME" ) fo r e l e c t r o l y t i c w i r eba r s 

less c e r t a i n ag reed t r e a t m e n t and r e f i n i n g charges and less a 

c e r t a i n p r opo r t i on o f copper p r i c e s i n excess of an e s c a l a t i n g 

base . 

Unde r the M a r c R i c h A g r e e m e n t , M a r c R i c h is ob l i g a t ed fo r a 

c e r t a i n pe r i od c o m m e n c i n g upon the d e l i v e r y o f copper c o n ­

c e n t r a t e s to M a r c R i c h to p rov ide suppor t loans up to a c e r t a i n 

amount to H M C . Sub jec t to the l i m i t men t i oned above , the 

suppor t l oans , i f any, to be made by M a r c R i c h to H M C w i l l 

b r i n g the payments made by M a r c R i c h to H M C under the M a r c 

R i c h A g r e e m e n t to the l e v e l o f payments tha t wou ld have been 

r e q u i r e d the reunder i f the average L M E s e t t l e m e n t p r i c e d u r i n g 

the y ea r had been the support p r i c e . S u c h suppor t loans w i l l 

bear i n t e r e s t at a s t i p u l a t e d f l o a t i n g r a t e and w i l l be s e cured 

by f i x ed and f l o a t i n g charges on the H M C p rope r t y w h i c h w i l l 

rank a f t e r charges g r an t ed to secure the P r o j e c t L o a n and the 

O p e r a t i n g L o a n . No r epaymen t s of these support loans may be 

made u n t i l the p r i n c i p a l of and in t e r e s t on the P r o j e c t L o a n has 

been r epa i d in f u l l . These suppor t loans are r epayab l e out o f 

50 % of the net cash f low, as de f ined in the M a r c R i c h A g r e e ­

ment , c o m m e n c i n g in the f i s c a l y ea r a f t e r r epaymen t in f u l l of 

the P r o j e c t L o a n . 

If suppor t loans a re made to H M C under bo th the M e t a l l A g r e e ­

ment and the M a r c R i c h A g r e e m e n t , then upon r epaymen t in 

f u l l o f a l l amounts o w i n g under the P r o j e c t L o a n a l l o f the net 

cash f l ow of H M C w i l l be r equ i r ed to repay such support l oans . 

If a t any t i m e there are ou t s t and ing suppor t loans under on ly 

one of the l o n g - t e r m sales ag r eements , 50 % of the net c a sh 

f l ow o f H M C w i l l be app l i ed to i t s r epaymen t and the ba l ance 

the reo f wou ld , sub jec t to the t e r m s of H M C A g r e e m e n t (see 

page 26) and to any o the r ou t s t and ing indebtedness or l i a b i l i t i e s 

o f H V M , be a va i l ab l e for d i s t r i b u t i o n to T e c k and H V M . 
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The Copper and Molybdenum Markets 

The f o l l o w i n g d e s c r i p t i o n is based upon p u b l i c l y a v a i l a b l e i n f o r ­

m a t i o n r e ga rd ing copper and mo l ybdenum and is not in t ended to 

be a l l i n c l u s i v e . Wh i l s t the sources used are h i gh ly r e ga rded in 

the indus t ry , the i n f o r m a t i o n has of n e c e s s i t y been r e l i e d on 

w i t h o u t independent v e r i f i c a t i o n . F i g u r e s may a lso v a r y f r o m 

source to source . 

The C o p p e r M a r k e t 

The major a t t r i b u t e s o f copper a re i t s h igh e l e c t r i c a l and t h e r m a l 

c o n d u c t i v i t y and i t s c o r r o s i o n r e s i s t a n c e . C o p p e r a lso has good 

a l l o y i n g , r o l l i n g and d r a w i n g q u a l i t i e s . Due to the m e t a l ' s e l e c t r i c a l 

c o n d u c t i v i t y , the e l e c t r i c a l i ndus t r y is the l a rges t c onsumer of 

c oppe r . The c o n s t r u c t i o n indus t ry is the nex t l a r ges t consumer , 

w i t h i t s use of copper and brass p l u m b i n g supp l i es . 

The f o l l o w i n g t ab l e shows the a p p r o x i m a t e d emand by m a r k e t 

s egment : 

% 

E l e c t r i c a l 58 

C o n s t r u c t i o n 18 

T ranspo r t 9 

E n g i n e e r i n g 9 

Househo ld and M i s c e l l a n e o u s 6 

100 

The f o l l o w i n g tab les set f o r t h copper c o n s u m p t i o n and p r o d u c t i o n 

fo r the years i n d i c a t e d : 
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Wor l d R e f i n e d C o p p e r C o n s u m p t i o n 

( thousands o f tons) 

y ea r 1976 1977 1978 1979 1980 

U S A 1,993 2 ,189 2 , 418 2 , 386 2 , 057 

U S S R 1,378 1,422 1,466 1,499 1,499 

J a p a n 1,158 1,242 1,368 1,466 1,461 

G e r m a n y , F . R . 821 860 860 875 837 

O t h e r s 4 , 0 5 3 4 , 219 4 ,308 4 , 575 4 , 694 

T o t a l 9 , 4 0 3 9 , 9 3 2 10 ,420 10,801 10 ,548 

W o r l d M i n e C o p p e r P r o d u c t i o n 

( thousands o f tons) 

y ea r 1976 1977 1 9 7 8 1979 1 9 8 0 

U S A 

U S S R 
1,606 
1,246 

1,504 
1 , 2 1 3 

1,497 
1,257 

1,591 
1 , 2 6 8 

1,296 
1 , 2 6 8 

C h i l e 1 ,108 1,164 1,141 1,169 1 , 1 8 7 

C a n a d a 806 8 3 7 7 2 7 7 0 2 781 

Z a m b i a 781 7 2 3 709 649 6 7 2 

Z a i r e 490 531 467 441 507 

O t h e r s 2 , 620 2 ,836 2 , 8 1 3 2 ,950 2 ,966 

T o t a l 8 ,657 8 ,808 8 ,611 8 ,770 8 ,677 

Exce s s o f C o n ­
s u m p t i o n ove r 
M i n e P r o d u c t i o n 746 1,124 1,809 2 ,031 1,871 

E x c e s s of c o n s u m p t i o n over mine p r o d u c t i o n is p r i m a r i l y s a t i s f i e d by 

s c rap r e c y c l i n g and inven to r y r educ t i ons . A cons ide rab l e pa r t of the 

o v e r a l l c oppe r c o n s u m p t i o n is s a t i s f i e d by s econdary copper . 
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The f o l l o w i n g t ab l e se ts f o r t h wo r l d copper reserves : 

Wo r l d C o p p e r Res e r v e s 

(m i l l i ons of tons) % 

C h i l e 107 20 

U S A 101 19 

Z a m b i a 36 7 

P e r u 35 6 

C a n a d a 35 6 

C e n t r a l l y P l a n n e d E c o n o m i e s 66 12 

O t h e r s 164 30 

544 100 

Mos t i n t e r n a t i o n a l copper c o n c e n t r a t e sa les a g r e emen t s a re based on p r i c e s 

p r e v a i l i n g on the London M e t a l Exchange ( " L M E " ) . O t h e r c o n t r a c t s , p a r t i ­

c u l a r l y c o n t r a c t s be tween N o r t h A m e r i c a n mines and s m e l t e r s , may be based 

on the p r i c e s p r e v a i l i n g on the New Y o r k C o m m o d i t y Exchange or on the 

U n i t e d S t a t e s p roduce r p r i c e , bo th of w h i c h , i n the absence of m a r k e t 

r e s t r i c t i o n s , have c l o s e l y p a r a l l e l l e d the L M E p r i c e . R e c e i p t s for p a r t i c u l a r 

sh ipmen t s of copper c o n c e n t r a t e s r e f l e c t the r e c o v e r ab l e copper c on t en t , as 

p r i c e d , and the va lue of any r e c o v e r ab l e p rec i ous m e t a l c on t en t in the 

c o n c e n t r a t e , less deduc t i ons for s m e l t i n g and r e f i n i n g charges and i m p u r i t i e s . 

The f o l l o w i n g tab l e shows the h ighest and l owes t mon th l y ave rage L M E p r i c e s 

in U S - $ for e l e c t r o l y t i c w i r eba rs for the years i n d i c a t e d : 

H i g h L o w 

y ea r (US -cen t s per lb) 

1975 60.90 52.20 

1976 74.70 53.70 

1977 68.70 52.60 

1978 69.50 54.60 

1979 100.40 75.20 

1980 132.40 85.20 

1981 (Jan - Jun) 84.80 77.20 
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The M o l y b d e n u m M a r k e t 

The most s i g n i f i c a n t p rope r t i e s of mo l ybdenum m e t a l a re h igh 

t ens i l e s t r eng th , good t h e r m a l and e l e c t r i c a l c o n d u c t i v i t y and a 

h igh m e l t i n g po in t . The m a i n demand for mo l ybdenum is i n the 

p r o d u c t i o n of s t e e l . M o l y b d e n u m a l l o y e d s tee l s e xh ib i t i n c r eas ed 

s t r e n g t h - t o - w e i g h t r a t i o s and enhanced d u c t i l e p rope r t i e s . 

M o l y b d e n u m a l l o y e d s tee l s are used in o i l and gas p ipe l ines due 

to the d u c t i l e p rope r t i e s and i n c r e a s i n g l y i n the a u t o m o t i v e and 

t r a n s p o r t a t i o n indus t r i e s due to the l owe r we igh t . 

The f o l l o w i n g tab l e shows the a p p r o x i m a t e d emand by m a r k e t 

s egment * ) : 

% 

A l l o y S t e e l ( inc . H . S . L . A . ) 46 

S ta in l e ss S t e e l 20 

T o o l S t e e l 10 

C h e m i c a l s & L u b r i c a n t s 9 

C a s t Iron & S t e e l M i l l R o l l s 7 

Super & Spec . A l l o y s 3 

M o l y b d e n u m M e t a l 5 

100 

*) E x c l u d e s U S S R , E a s t e r n Europe and Peop l e ' s R e p u b l i c of 

C h i n a . 

The f o l l o w i n g tab le ou t l ines w o r l d mine p r o d u c t i o n of m o l y b ­

denum for the years i n d i c a t e d : 
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Wor l d M i n e P r o d u c t i o n of M o l y b d e n u m 

(thousands o f tons) 

y ea r 1976 1977 1978 1979 1980 

U S A 57 61 66 72 75 

C a n a d a (a) 16 18 15 13 14 

C h i l e 12 12 14 15 15 

U S S R (b) 10 10 11 11 11 

C h i n a , P . R . 2 2 2 2 2 

P e r u — 1 1 1 1 

O t h e r s 1 1 1 1 1 

T o t a l 98 105 110 115 119 

(a) sh ipmen t s 

(b) e s t i m a t e d 

The f o l l o w i n g tab les ou t l i nes the w o r l d mo l ybdenum reserves : 

Wo r l d M o l y b d e n u m Rese r v e s 

( thousands o f tons) 

U S A 3,858 40 

C h i l e 2,315 24 

U S S R 1,102 11 

C a n a d a 617 6 

C h i n a , P . R . 551 6 

P e r u 441 5 

O t h e r s 773 8 

9,657 
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M o l y b d e n u m c a n be t r aded in va r i ous f o rms , the most c o m m o n be ing 

t e c h n i c a l mo l ybdenum ox ide . Mos t mo l ybdenum ox ide is so ld a t the 

C l i m a x p r i c e s , the p r i c e for E u r o p e a n and N o r t h A m e r i c a n c u s t o m e r s 

r e s p e c t i v e l y , pub l i shed by C l i m a x M o l y b d e n u m C o m p a n y , an a f f i l i a t e o f 

A m a x Inc., the l a rges t mo l ybdenum producers in the n o n - c o m m u n i s t 

w o r l d . The C l i m a x p r i c e s g ene ra l l y app ly to t r ansac t i ons tha t r e f l e c t 

" l o n g - t e r m " business r e l a t i onsh ips b e tween l a rge p roducers and t h e i r 

c u s t o m e r s . In a d d i t i o n , the re is a dea l e r p r i c e w h i c h f o l l ows the spot 

m a r k e t and c a n dev i a t e c ons ide rab l y f r o m the C l i m a x p r i c e s r e f l e c t i n g 

s h o r t - t e r m m a r k e t c ond i t i ons . 

The f o l l o w i n g tab l e shows the h igh and low C l i m a x E x p o r t P r i c e s and 

U n i t e d S ta t es D e a l e r p r i c e s o f t e c h n i c a l mo l ybdenum ox ide s ince 1975: 

C l i m a x E x p o r t 

P r i c e 

H i g h L o w 

(US-$ per l b . M o content ) 

U n i t e d S ta t e s 

D e a l e r P r i c e 

H i g h L o w 

(US-$ per l b . M o content ) 

1975 

1976 

1977 

1978 

1979 

1980 

1981(Jan-Jun) 

2.90 

3.54 

4.31 

6.54 

9.54 

11.04 

10.20 

2.69 

2.90 

3.82 

4.60 

6.56 

9.70 

9.70 

2.95 

3.75 

6.00 

18.00 

32.25 

8.40 

8.40 

2.80 

2.90 

4.10 

5.75 

14.25 

7.10 

7.10 

E f f e c t i v e Augus t 2, 1981, C l i m a x M o l y b d e n u m C o m p a n y l o w e r e d i t s E x p o r t 

P r i c e to U S - $ 8.75 per l b . M o c o n t e n t . 

O v e r the past few years the dea l e r p r i c e has r e f l e c t e d f l u c t u a t i n g s h o r t -

t e r m m a r k e t c ond i t i ons . The h igher p r i c e s beg inn ing in 1978 p rov ided an 

i n c e n t i v e to p roducers to expand ou tput . The l ong l ead t i m e necessary to 
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b r i n g i n c r eas ed p r o d u c t i o n in to p l a ce was a l a rge f a c t o r i n c o n t i n u i n g h igh 

p r i c e s th rough 1979 and e a r l y 1980, but in v i ew o f i n c r eased p r o d u c t i o n 

c a p a c i t y i t is not c e r t a i n to w h i c h e x t en t the c u r r e n t p r i c e s w i l l p r e v a i l in 

the i m m e d i a t e fu tu r e . 

S in c e a l a rge p o r t i o n of mo l ybdenum supply is j o i n t l y p roduced w i t h copper 

and o the r me ta l s , the supp ly o f mo l ybdenum is a l so i n f l u enced by the l e v e l 

o f p r o d u c t i o n of such o the r m e t a l s . 
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Legal Structure of the Investment 

Proposed O w n e r s h i p S t r u c t u r e o f the H i g h m o n t M i n e 

T e c k C o r p o r a t i o n 

( "Teck" ) 

80 % 
P a r t n e r 

M e t a l l g e s e l l s c h a f t 
C a n a d a L i m i t e d 

( " M e t a l l Canada " ) 

Investors 

L i m i t e d 
P a r t n e r 

210 U n i t s 

H V M i n i n g L i m i t e d 
P a r t n e r s h i p (a B C 
l i m i t e d par tnersh ip ) 

( "HVM" ) 

20 % P a r t n e r 

H i g h m o n t M i n i n g 
C o m p a n y (a B C l td , 
par tnersh ip ) 

( "HMC" ) 
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Legal Structure of the Investment 

Proposed O w n e r s h i p S t r u c t u r e o f the H i g h m o n t M i n e 

T e c k C o r p o r a t i o n 

( "Teck") 

M e t a l l g e s e l l s c h a f t 
C a n a d a L i m i t e d 

( " M e t a l l Canada " ) 

Investors 

100 % L i m i t e d 
P a r t n e r 

L i m i t e d 
P a r t n e r 

M N R M i n i n g 
D e v e l o p m e n t 
L i m i t e d 

( "MNR" ) 

8 U n i t s 210 U n i t s 

80 % 
P a r t n e r 

G e n e r a l 
P a r t n e r 

62 U n i t s 

20 % P a r t n e r 

H i g h m o n t M i n i n g 
C o m p a n y (a B C l t d . 
par tnersh ip ) 

( " H M C " ) 

M I N E C 
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H i g h m o n t M i n i n g C o m p a n y 

H V M and T e c k f o r m e d H M C pursuant to an ag r eement , the 

H i g h m o n t M i n i n g C o m p a n y P a r t n e r s h i p A g r e e m e n t (the " H M C 

A g r e e m e n t " ) , made as of M a r c h 20, 1981, for the purpose o f 

a c q u i r i n g , own ing and o p e r a t i n g the H i g h m o n t M i n e . T e c k has 

an 80 % in t e r e s t i n H M C and H V M has a 20 % in t e r e s t 

t h e r e i n . H M C a c q u i r e d a l l of the p rope r t y and assets p r e ­

v i ous l y owned by T e c k r e l a t i n g to the H i g h m o n t M i n e and 

assumed a l l l i a b i l i t i e s r e l a t i n g to the H i g h m o n t M i n e o the r 

than the P ro j e c t L o a n . 

The r i gh t s and ob l i ga t i ons o f T e c k and H V M as pa r tne r s i n 

H M C are gove rned by the H M C A g r e e m e n t . The f o l l o w i n g is a 

s u m m a r y on ly o f c e r t a i n prov i s i ons o f the H M C A g r e e m e n t 

and does not purpor t to be c o m p l e t e . P r o s p e c t i v e inves to rs 

are r e f e r r e d to the H M C A g r e e m e n t w h i c h is a va i l ab l e a t the 

head o f f i c e of M N R for c o m p l e t e d e t a i l s of the ob l i ga t i ons 

hereunder . 

The H M C A g r e e m e n t prov ides for the f o r m a t i o n of an 

E x e c u t i v e C o m m i t t e e w i t h c o m p l e t e and e x c lus i v e a u t h o r i t y 

ove r the H i g h m o n t M i n e and the ope ra t i ons the reo f and the 

m a r k e t i n g of i t s p r oduc t s . Unde r the H M C A g r e e m e n t , T e c k is 

e n t i t l e d to appo int two membe r s to the E x e c u t i v e C o m m i t t e e 

who have 80 vo tes and H V M is e n t i t l e d to appo int one who 

has 20 vo tes . S in c e , e xcep t for c e r t a i n s p e c i f i e d f u n d a m e n t a l 

dec i s i ons , a l l m a t t e r s to be dec i d ed by the E x e c u t i v e C o m m i t t e e 

are to be d e t e r m i n e d by a s imp l e ma j o r i t y vo te , as a p r a c t i ­

c a l m a t t e r such m a t t e r s w i l l be d e t e r m i n e d by T e c k . F u n d a ­

m e n t a l dec i s i ons w h i c h r equ i r e the unan imous a p p r o v a l o f the 

membe r s of the E x e c u t i v e C o m m i t t e e i nc lude c a p i t a l e x p e n ­

d i tu r e s r e l a t i n g to the H i g h m o n t M i n e in excess of c an -$ 5 

m i l l i o n , the a d d i t i o n or w i t h d r a w a l of any pa r tne r o f H M C 

and the abandonment , sa le or o the r d i spos i t i on of a l l or 

s u b s t a n t i a l l y a l l o f the H i g h m o n t M i n e . If, however , T e c k 
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wishes to p roceed w i t h a c a p i t a l e xpend i tu r e i n excess of c a n -

$ 5 m i l l i o n w i t h w h i c h H V M does not agree , a p rocedure is 

set out whereby i t may do so w i thou t the consent o f H V M 

and H V M s h a l l have i t s i n t e r e s t in H M C reasonab l y d i l u t e d 

unless i t e l e c t s to c o n t r i b u t e i t s pro r a t a share o f such c a ­

p i t a l e xpend i tu r e . 

The H M C A g r e e m e n t c o n t e m p l a t e s tha t the E x e c u t i v e 

C o m m i t t e e w i l l r e t a i n an o p e r a t o r to manage and conduc t the 

ope ra t i ons of the H i g h m o n t M i n e and prov ides tha t T e c k 

M i n i n g G r o u p L i m i t e d , a who l l y - owned subs id i a ry o f T e c k and 

the ope ra t o r p r i o r to M a r c h 20, 1981, s h a l l c on t i nue to be the 

ope ra t o r o f the H i g h m o n t M i n e . 

L o n g - t e r m sa les ag r e emen ts have been en t e r ed i n t o for the 

sa le o f p roduc t s f r om the H i g h m o n t M i n e w i t h M e t a l l A G 

w i t h r e spec t to mo l ybdenum c o n c e n t r a t e s and w i t h M a r c R i c h 

w i t h r e spec t to copper c o n c e n t r a t e s . Such sa les a g r e emen t s 

have been ass igned to secure the indebtedness under the P ro j e c t 

L o a n A g r e e m e n t and are a lso cha r g ed to s ecure r epaymen t o f 

the O p e r a t i n g L o a n . A f t e r the e x p i r a t i o n o f such sa les c o n t r a c t s , 

each o f T e c k and H V M has the r i gh t to purchase f r om H M C 

i t s pro r a t a share o f p roduc ts p roduced f r om the H i g h m o n t 

M i n e at the then p r e v a i l i n g f a i r m a r k e t p r i c e s . T h a t r i gh t has 

been ass igned by H V M to M e t a l l C a n a d a in c o n s i d e r a t i o n of 

i t s guaran tee o f the D e m a n d L o a n . 

The H M C A g r e e m e n t fu r the r prov ides tha t the pa r tne rs of 

H M C s h a l l , in p r opo r t i on to t h e i r r e s p e c t i v e i n t e r e s t s in the 

P a r t n e r s h i p , c o n t r i b u t e to the c a p i t a l of H M C such funds 

r equ i r ed by the E x e c u t i v e C o m m i t t e e as are r easonab ly 

necessary fo r the proper o p e r a t i o n of H M C . 
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If e i t h e r T e c k or H V M fa i l s to make any such paymen t s as 

r equ i r ed , the H M C A g r e e m e n t con ta ins prov i s i ons whereby the 

o the r pa r tne r may make such payments and may a cqu i r e such 

par t o f the n o n - c o n t r i b u t i n g p a r t n e r ' s i n t e r e s t in H M C as 

r easonab ly c ompensa t e s h i m for such paymen t . 

The H M C A g r e e m e n t prov ides tha t the net c a sh f l ow of H M C 

less amoun t s set as ide by the E x e c u t i v e C o m m i t t e e for w o r k i n g 

c a p i t a l purposes, budge ted c a p i t a l cos t s , c o n t i n g e n c y funds or 

r ese rves cons ide r ed reasonab ly necessary fo r the o p e r a t i n g of 

H M C s h a l l be a l l o c a t e d and d i s t r i b u t e d to T e c k and H M V as 

pa r tne r s i n p r opo r t i on to the i r r e spe c t i v e i n t e r e s t s in H M C . 

The net c a sh f low is de f ined in e f f e c t as a l l c a sh r e c e i p t s , 

i n c l u d i n g c a p i t a l c o n t r i b u t i o n s , bo r r owed funds and revenue 

f r om the sa le o f p roduc t , less a l l paymen t s expended in the 

o p e r a t i o n of H M C . The net cash f l ow r e c e i v e d by the pa r tne rs 

o f H M C has f i r s t to be app l i ed to the r epaymen t o f i n t e r e s t 

on and p r i n c i p a l o f the P r o j e c t L o a n (see page 38). 

T e c k 

T e c k , H V M ' s 80 % pa r tne r i n H M C , is a c o r p o r a t i o n c o n t i n u e d 

under the C a n a d a Business C o r p o r a t i o n s A c t w i t h o f f i c e s in 

Vancouve r , B r i t i s h C o l u m b i a , C a l g a r y , A l b e r t a and To ron to , 

O n t a r i o . A s at S ep t embe r 30, 1980, T e c k ' s t o t a l c onso l i da t ed 

assets were can -$ 503 m i l l i o n and i t s c onso l i da t ed shareho lde rs ' 

equ i t y was can -$ 197 m i l l i o n . F o r the f i s c a l y ea r ended 

Sep t embe r 30, 1980, T e c k ' s c onso l i da t ed revenues and net 

earn ings were can -$ 179 m i l l i o n and c a n - $ 38 m i l l i o n , 

r e s p e c t i v e l y . 

T e c k ' s p r i m a r y business is the e x p l o r a t i o n for and deve l opment 

and p r oduc t i on of n a t u r a l r esources in C a n a d a and e l s ewhere . It 

is a p roducer o f copper , mo l ybdenum, z i n c , s i l v e r , go ld , n i o b i u m , 

o i l and n a t u r a l gas. T e c k is a c t i v e i n the deve l opment of new 

mines and has sponsored deve l opment o f four new mines and a 

s m e l t e r in r e c en t years . T e c k is the ope ra t o r of e a c h of these 

four new mines : the New found l and Z i n c M i n e l o c a t e d near 

D a n i e l s Ha rbou r , N e w f o u n d l a n d ; the N i obe c N i o b i u m M i n e , 
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l o c a t e d near C h i c o u t i m i , Quebec ; the A f t o n Coppe r/Go ld/S i l v e r 

M i n e and S m e l t e r , l o c a t e d near K a m l o o p s , B r i t i s h C o l u m b i a ; and 

the H i g h m o n t M i n e . 

T e c k a lso has d i r e c t and i n d i r e c t i n t e r e s t s i n a number of o the r 

m i n e r a l and c o a l depos i t s , i n c l u d i n g the B u l l m o o s e coke and c o a l 

depos i t w h i c h T e c k has r e c e n t l y d e c i d ed to b r i n g in to p r o d u c t i o n 

by l a t e 1983. T e c k is a c t i v e in o i l and n a t u r a l gas deve l opmen t 

in the U n i t e d S ta t e s and Wes t e rn C a n a d a . 

A copy o f T e c k ' s a n n u a l r epor t for i t s f i s c a l y ea r ended 

S e p t e m b e r 30, 1980, a c c o m p a n i e s th is b r o chure . 

H V M i n i n g L i m i t e d P a r t n e r s h i p 

H V M is a l i m i t e d pa r tne r sh ip f o r m e d under the l aws of B r i t i s h 

C o l u m b i a , C a n a d a , pursuant to a l i m i t e d pa r tne r sh ip ag r e emen t 

(the " H V M A g r e e m e n t " s u m m a r i z e d below) made as of F e b r u a r y 

27, 1981, w i t h amendmen t s , b e tween M N R as G e n e r a l P a r t n e r 

and M e t a l l C a n a d a as the i n i t i a l L i m i t e d P a r t n e r . Upon the sa le 

o f the U n i t s of H V M and the app rop r i a t e pub l i c f i l ings be ing 

made , inves to rs w i l l , t oge ther w i t h M e t a l l C a n a d a , b e come 

l i m i t e d pa r tne r s of H V M w i t h M N R ho ld ing 62 U n i t s and M e t a l l 

C a n a d a 8 U n i t s . 

A f t e r r epaymen t o f a l l l i a b i l i t i e s o f H V M , i n c l u d i n g a l l amounts 

o w i n g by H V M under the P r o j e c t L o a n , the D e m a n d L o a n and the 

H V M O p e r a t i n g L o a n r e f e r r e d to under " D e t a i l s o f the U n i t s " the 

ho lders o f U n i t s w i l l be e n t i t l e d to 100 % of the D i s t r i b u t a b l e 

C a s h (as de f ined under " D e t a i l s o f the Un i t s " ) o f H V M u n t i l such 

t i m e as the ho lders of U n i t s s h a l l have r e c e i v e d an amount e qua l 

to c a n - $ 100,000 per U n i t p lus 20 % per annum compounded 

annua l l y on the unpa id ba l ance . T h e r e a f t e r , ho lders o f U n i t s w i l l 

be e n t i t l e d to r e c e i v e 70 % of the D i s t r i b u t a b l e C a s h of H V M , 

and M N R , as G e n e r a l P a r t n e r , w i l l be e n t i t l e d to r e c e i v e 30 % 

the reo f . 
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The head o f f i c e o f H V M is l o c a t e d a t Su i t e 824, 602 West 

Has t i ng s S t r e e t , Vancouve r , B . C . V 6 B 1P2 . 

G e n e r a l P a r t n e r 

M N R , as G e n e r a l P a r t n e r , w i l l manage and c o n t r o l the business 

of H V M and w i l l be l i ab l e , as a g e n e r a l pa r tne r is by l aw , fo r 

the debts o f H V M . 

M N R is a c o r p o r a t i o n c o n t i n u e d under the C o m p a n y A c t ( B r i t i s h 

C o l u m b i a ) on F e b r u a r y 24, 1981, and is a who l l y - owned subs id ia ry 

o f M e t a l l C a n a d a . 

In a d d i t i o n to the e n t i t l e m e n t o f M N R r e f e r r e d to above to 

r e c e i v e 30 % of the D i s t r i b u t a b l e C a s h of H V M and i t s pro r a t a 

share o f D i s t r i b u t a b l e C a s h as a ho lder o f U n i t s , M N R w i l l be 

pa id an annua l management fee o f c a n - $ 400,000 inc r eased by 

can -$ 200,000 eve ry f o u r t h year , s t a r t i n g 1985. M N R w i l l a lso be 

r e i m b u r s e d by H V M for cos ts i n c u r r e d by M N R in the p e r f o r ­

mance of i t s dut i es as G e n e r a l P a r t n e r . 

The head o f f i c e of M N R is l o c a t e d at Su i t e 824, 602 West 

Has t ings S t r e e t , Vancouve r , B . C . V 6 B 1P2 . 

R i g h t s and ob l i ga t i ons of P a r t n e r s 

The r i gh ts and ob l i ga t i ons of the G e n e r a l P a r t n e r and L i m i t e d 

P a r t n e r s a re gove rned by the H V M A g r e e m e n t and the P a r t n e r s h i p 

A c t ( B r i t i s h C o l u m b i a ) . The f o l l o w i n g is a s u m m a r y on ly o f c e r t a i n 

prov i s i ons of the H V M A g r e e m e n t and does not purpor t to be 

c o m p l e t e . C e r t a i n o the r prov i s i ons of the H V M A g r e e m e n t r e l a t i n g 

to r i gh t s and ob l i ga t i ons of ho lders o f U n i t s a re d e s c r i b ed be low 

under " D e t a i l s o f the U n i t s " . P r o s p e c t i v e inves to rs should r e v i ew 

the copy o f the H V M A g r e e m e n t w h i c h a c c o m p a n i e s th is b rochure 

for c o m p l e t e d e t a i l s o f i t s t e r m s . 
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Purpose of H V M 

The p r i m a r y purpose o f H V M is to p a r t i c i p a t e w i t h T e c k under the 

H M C A g r e e m e n t pursuant to w h i c h H V M has a 20 % pa r tne r sh ip 

in t e r e s t in H M C . 

F i s c a l P e r i o d 

The f i s c a l pe r i od of the pa r tne r sh ip w i l l end on O c t o b e r 15 e a c h 

y ea r . The f i r s t f i s c a l pe r i od w i l l end on O c t o b e r 15, 1981. 

P o we r s of G e n e r a l P a r t n e r 

The powers v es t ed in M N R to manage the L i m i t e d P a r t n e r s h i p a r e 

b road and inc lude a l l power and a u t h o r i t y necessary fo r or i n c i d e n t a l 

to c a r r y i n g out the ob jec ts , purposes and business of the L i m i t e d 

P a r t n e r s h i p i n c l u d i n g the power to s e l l the u n d e r t a k i n g , p rope r t y and 

assets o f the L i m i t e d P a r t n e r s h i p and to bor row money for the 

business o f the L i m i t e d P a r t n e r s h i p . The H V M A g r e e m e n t a lso 

p rov ides tha t M N R s h a l l be the sole and e x c l u s i v e r ep r e s en ta t i v e and 

agent of the L i m i t e d P a r t n e r s h i p and the pa r tne rs the reo f w i t h 

r espec t to a l l m a t t e r s or dea l ings w i t h or r e l a t e d to H M C and the 

E x e c u t i v e C o m m i t t e e c r e a t e d pursuant to the H M C A g r e e m e n t . 

L i a b i l i t y o f P a r t n e r s 

M N R , as G e n e r a l P a r t n e r , has u n l i m i t e d l i a b i l i t y fo r the debts , 

l i a b i l i t i e s , ob l i ga t i ons and losses of H V M to the e x t en t r equ i r ed by 

the P a r t n e r s h i p A c t ( B r i t i s h C o l u m b i a ) and o ther a p p l i c a b l e l e g i s ­

l a t i o n . The l i a b i l i t y o f e a c h L i m i t e d P a r t n e r for the debts , l i a b i l i t i e s , 

ob l i ga t i ons and losses of H V M is l i m i t e d to the amount o w i n g by 

H V M to the L i m i t e d P a r t n e r w i t h r espec t to loans made to H V M , the 

c a p i t a l c o n t r i b u t e d or ag reed to be c o n t r i b u t e d by such L i m i t e d 

P a r t n e r , and his pro r a t a share o f the u n d i s t r i b u t e d i n c o m e of H V M . 

If any par t of the c a p i t a l c o n t r i b u t e d by a L i m i t e d P a r t n e r is r e t u r n e d 
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to such L i m i t e d P a r t n e r , then such L i m i t e d P a r t n e r ( i nc lud ing any 

successo r to such L i m i t e d Par tne r ) w i l l be l i ab l e for the debts , 

l i a b i l i t i e s , ob l i ga t i ons and losses of H V M e x i s t i n g on or a r i s i n g p r i o r 

to the da te of such payment to the e x t e n t o f the amount so r e t u r n e d 

w i t h i n t e r e s t . The l i m i t a t i o n of l i a b i l i t y w i l l be los t by a L i m i t e d 

P a r t n e r who takes par t in the management of the business o f H V M . 

In a d d i t i o n , i t is not c e r t a i n whe the r a person who is shown on the 

r e g i s t e r o f pa r tne rs to be m a i n t a i n e d by H V M as a L i m i t e d P a r t n e r 

but not on the c e r t i f i c a t e r equ i r ed to be f i l e d and r e co rded under the 

P a r t n e r s h i p A c t ( B r i t i s h C o l u m b i a ) w i l l be e n t i t l e d to l i m i t e d l i a b i l i t y . 

M N R , as G e n e r a l P a r t n e r , is r equ i r ed to f i l e a m e n d m e n t s to such 

c e r t i f i c a t e to r e f l e c t the names of those persons who are L i m i t e d 

P a r t n e r s of H V M f r om t i m e to t i m e . 

M N R s h a l l on ly be a c c o u n t a b l e for r easonab le d i l i g ence in the 

managemen t of H V M and s h a l l not be l i ab l e for any a c t or de f au l t on 

the par t of any agent or for hav ing p e r m i t t e d any agent to r e c e i v e 

and r e t a i n any monies payab le to H V M . M N R s h a l l on ly be l i ab l e for 

i t s own gross neg l i gence and w i l f u l a c t s and de f au l t s . 

I n d e m n i f i c a t i o n 

H V M has agreed to i ndemn i f y M N R as G e n e r a l P a r t n e r , p rov ided i t 

a c t s hones t l y and in good f a i t h t owards H V M , w i t h r espec t to cos ts 

and damages r e s u l t i n g f r om ac t i ons t a k e n by M N R on beha l f of H V M . 

The c a p i t a l of H V M is d i v i d ed in to 280 U n i t s . The U n i t s have equa l 

v o t i n g , l i q u i d a t i o n and o the r r i gh ts and the U n i t s do not c a r r y any 

p r e f e r ence , c onve r s i on , exchange , p r e - e m p t i v e or r e d e m p t i o n r i gh t s . 

E a c h pa r tne r is e n t i t l e d to one vo te in r e spec t o f e a ch U n i t r e ­

g i s t e r ed in his n a m e . 

U n i t s 
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T e r m and D i s s o l u t i o n 

H V M was f o r m e d on F e b r u a r y 27, 1981, the da te of the f i l i n g o f the 

d e c l a r a t i o n in r e spec t o f the L i m i t e d P a r t n e r s h i p under the l aws of 

the P r o v i n c e o f B r i t i s h C o l u m b i a . 

H V M w i l l t e r m i n a t e on O c t o b e r 15, 2081, or i f the L i m i t e d P a r t ­

ne rsh ip is d i s so l ved be fore tha t da te , when a l l o f i t s assets have been 

d isposed of and the net p roceeds t h e r e f r o m , a f t e r r epaymen t o f or 

m a k i n g due p rov i s i on for the r epaymen t o f a l l debts , l i a b i l i t i e s and 

ob l i g a t i ons to c r e d i t o r s , have been d i s t r i b u t e d in a c c o r d a n c e w i t h the 

t e r m s of the H V M A g r e e m e n t . 

The L i m i t e d P a r t n e r s h i p w i l l be d i s so l v ed on the ea r l i e s t o f (i) the 

a p p r o v a l of such d i s so lu t i on by M N R and the a u t h o r i z a t i o n of such 

d i s s o lu t i on by E x t r a o r d i n a r y R e s o l u t i o n of the ho lders o f U n i t s ; (ii) 

the end o f the f i s c a l p e r i od in w h i c h the assets and u n d e r t a k i n g o f 

H V M are so ld ; and (i i i ) 180 days a f t e r the r e s i gna t i on , b a n k r u p t c y , 

i n so l v ency or d i s s o lu t i on of M N R unless w i t h i n such 180 day pe r i od a 

new g e n e r a l pa r tne r is appo in t ed . The H V M A g r e e m e n t de f ines an 

" E x t r a o r d i n a r y R e s o l u t i o n " to be a r e s o l u t i o n passed by not less than 

66-2/3 % of the vo tes cas t by the pa r tne r s o f H V M , i n c l u d i n g M N R , 

a t a du ly convened m e e t i n g of H V M or a w r i t t e n r e so lu t i on consen ted 

to i n w r i t i n g by pa r tne r s of H V M who wou ld be e n t i t l e d , i n the 

aggrega te , to cas t not less than 66-2/3 % of the aggregate number of 

vo t es he ld by a l l pa r tne rs who are e n t i t l e d to vo te at such t i m e at a 

m e e t i n g of H V M . 

Change , R e s i g n a t i o n or R e m o v a l o f G e n e r a l P a r t n e r 

M N R is e n t i t l e d to res ign as the G e n e r a l P a r t n e r o f H V M at any 

t i m e a f t e r , but not on or be fore F e b r u a r y 27, 1991. M N R w i l l be 

d e e m e d to have res i gned as the G e n e r a l P a r t n e r upon the b a n k r u p t c y , 

i n so l v ency or d i s so lu t i on of M N R and in c e r t a i n o the r c i r c u m s t a n c e s . 
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The r e s i gna t i on o f the G e n e r a l P a r t n e r becomes e f f e c t i v e upon the 

e a r l i e r o f the a p p o i n t m e n t o f a new g e n e r a l pa r tne r by the L i m i t e d 

P a r t n e r s by o rd ina ry r e s o l u t i o n or 180 days f o l l o w i n g the d e emed 

r e s i gna t i on or w r i t t e n n o t i c e o f the v o l u n t a r y r e s i gna t i on o f the 

G e n e r a l P a r t n e r to the L i m i t e d P a r t n e r s . 

M N R may not be r e m o v e d as the G e n e r a l P a r t n e r by the L i m i t e d 

P a r t n e r s . 

If M N R res igns and i f H V M is not d i sso l ved , H V M is r equ i r ed to 

purchase f r o m M N R at i t s appra i sed f a i r m a r k e t va lue the r i gh t of 

M N R to r e c e i v e 30 % of the D i s t r i b u t a b l e C a s h de s c r i b ed under 

" D e t a i l s o f the U n i t s - A l l o c a t i o n of D i s t r i b u t a b l e C a s h " . 

R i g h t s of L i m i t e d P a r t n e r s 

L i m i t e d P a r t n e r s are not e n t i t l e d to take pa r t in the management o f 

the business of H V M . The G e n e r a l P a r t n e r is , however , r equ i r ed to 

c a l l (i) an annua l g e n e r a l m e e t i n g of the pa r tne rs e a c h year , 

c o m m e n c i n g in 1982, for the purpose of r e v i e w i n g the a f f a i r s o f 

H V M , and (ii) an e x t r a o r d i n a r y g e n e r a l m e e t i n g upon w r i t t e n request 

f r om L i m i t e d P a r t n e r s ho ld ing at l eas t 15 % of the ou t s t and ing U n i t s . 

A t a m e e t i n g o f the par tne rs , a pa r tne r is e n t i t l e d to one vo te , in 

person or by proxy , for e a c h U n i t he ld by e a c h pa r tne r . 

The H V M A g r e e m e n t prov ides tha t the ho lders of the U n i t s are 

e n t i t l e d , a m o n g o the r m a t t e r s , to approve the d i s so lu t i on of H V M by 

E x t r a o r d i n a r y R e s o l u t i o n . 

L i m i t e d P a r t n e r s are a lso e n t i t l e d to those r i gh ts a f f o rded to L i m i t e d 

P a r t n e r s under the P a r t n e r s h i p A c t ( B r i t i s h C o l u m b i a ) , sub jec t to the 

H V M A g r e e m e n t , e x c ep t tha t where the P a r t n e r s h i p A c t ( B r i t i s h 

C o l u m b i a ) a f f o rds broader r i gh ts to L i m i t e d P a r t n e r s than those 

c o n t a i n e d i n , or l i m i t e d by, the H V M A g r e e m e n t , the prov i s i ons of 

the H V M A g r e e m e n t tha t a t t e m p t to l i m i t such r i gh ts may not be 

en f o r c eab l e . 



35 

A d d i t i o n a l F i n a n c i n g 

If H V M is r e qu i r ed to p rov ide fu r the r f i n a n c i n g to H M C , H V M is 

r e qu i r ed to use i t s best e f f o r t s to bor row any such amount on i t s 

own c r e d i t on reasonab le t e r m s and cond i t i ons as d e t e r m i n e d by 

M N R . If, however , H V M is not ab le to bor row a l l or any par t o f the 

r e q u i r e d amount , the G e n e r a l P a r t n e r is r e q u i r e d to e s t ab l i sh the 

t e r m s and cond i t i ons on w h i c h i t wou ld be p r epa r ed to l end such 

amoun t to H V M . The r eupon e a c h L i m i t e d P a r t n e r in p r opo r t i on to the 

numbe r of U n i t s he ld by h im s h a l l have the oppo r tun i t y to l end to 

H V M his p r opo r t i ona t e share o f the r e q u i r e d amount on the t e r m s and 

cond i t i ons s p e c i f i e d by the G e n e r a l P a r t n e r and the G e n e r a l P a r t n e r 

is r e q u i r e d to l end the f u l l amount of any d e f i c i e n c y . 

A m e n d m e n t 

The L i m i t e d P a r t n e r s a re e n t i t l e d to a u t h o r i z e amendmen t s to the 

H V M A g r e e m e n t by E x t r a o r d i n a r y R e s o l u t i o n , but no such a m e n d m e n t 

may adve r s e l y a f f e c t the r i gh ts o f the G e n e r a l P a r t n e r . The G e n e r a l 

P a r t n e r is e n t i t l e d to make c e r t a i n a m e n d m e n t s to the H V M 

A g r e e m e n t w i thou t the consent of the L i m i t e d P a r t n e r s p rov i ded such 

a m e n d m e n t s a re , in the op in i on of counse l , for the p r o t e c t i o n of the 

L i m i t e d P a r t n e r s and do not adve rse l y a f f e c t the r i gh t s o f any 

L i m i t e d P a r t n e r and are approved by the G e n e r a l P a r t n e r . 

F i n a n c i a l S t a t e m e n t s 

The G e n e r a l P a r t n e r is ob l i g a t ed to p repare and f o r w a r d , w i t h i n 120 

days a f t e r the end of e a c h f i s c a l pe r i od , to e a c h pa r tne r who was a 

p a r t n e r at the end of, or at any t i m e dur ing , such f i s c a l pe r i od , 

i n f o r m a t i o n for C a n a d i a n tax r e p o r t i n g purposes and an annua l r epo r t 

c o n t a i n i n g a u d i t e d f i n a n c i a l s t a t e m e n t s in r e spec t o f such f i s c a l 

p e r i o d . 

The L i m i t e d P a r t n e r s h i p books w i l l be kept at Su i t e 824, 602 West 

Has t ings S t r e e t , Vancouve r , B r i t i s h C o l u m b i a , the p r i n c i p a l o f f i c e o f 

the G e n e r a l P a r t n e r . 
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G o v e r n m e n t R e g u l a t i o n s 

The m i n i n g indus t r y i n B r i t i s h C o l u m b i a opera tes under p r o v i n c i a l 

l e g i s l a t i o n and r egu la t i ons gove rn ing , a m o n g o the r th ings , d e v e l op ­

ment , p r o d u c t i o n , ope ra t i ons , e n v i r o n m e n t a l p r o t e c t i o n , i n c o m e taxes 

and l abor s tandards . T e c k and H V M be l i e ve tha t a l l necessary 

approva l s and p e r m i t s have been ob ta ined in c o n n e c t i o n w i t h the 

d e v e l opmen t and c u r r e n t ope ra t i ons of the H i g h m o n t M i n e and that 

the H i g h m o n t M i n e is c u r r e n t l y be ing ope ra t ed in c o m p l i a n c e w i t h a l l 

a p p l i c a b l e l e g i s l a t i o n and r e gu l a t i ons . 

U n d e r the M i n e r a l A c t ( B r i t i s h C o l u m b i a ) no person s h a l l m ine or 

p roduce m i n e r a l s or a cqu i r e t i t l e to a m i n e r a l c l a i m or l easeho ld 

unless he is a f ree m ine r . M N R and H V M have bo th ob ta ined f ree 

m i n e r c e r t i f i c a t e s under such A c t and w i l l use the i r best e f f o r t s to 

renew such c e r t i f i c a t e s pursuant to such A c t . 

C o n f l i c t s of In teres t 

M N R and i t s sole shareho lde r M e t a l l C a n a d a are engaged in and w i l l 

c on t inue to be engaged in the business of i n v e s t i ng in and deve l op ing 

m i n i n g p rope r t i e s in C a n a d a for the i r own a c c o u n t . Unde r the H V M 

A g r e e m e n t , M N R , as G e n e r a l P a r t n e r , is not r equ i r ed to devo te i t s 

e f f o r t s e x c l u s i v e l y to or for the bene f i t o f H V M and may engage in 

or ho ld an in t e r e s t in such o the r businesses, ven tures , i n v e s tmen t s and 

a c t i v i t i e s as i t cons ide rs app rop r i a t e whe the r or not s i m i l a r to or 

c o m p e t i t i v e w i t h the business of H V M . It is in t ended tha t M N R may 

a c t as a G e n e r a l P a r t n e r o f o the r l i m i t e d par tnersh ips w h i c h may be 

f o r m e d for the purpose of own ing an in t e r e s t in o the r m i n i n g 

p r ope r t i e s . N e i t h e r M N R nor any a f f i l i a t e d e n t i t y of M N R , i n c l u d i n g 

M e t a l l C a n a d a , are r e qu i r ed to o f f e r or make a va i l ab l e to H V M any 

m i n i n g or o the r business or i n v e s tmen t oppo r tun i t y w h i c h M N R or 

such a f f i l i a t e d e n t i t y of M N R may d e t e r m i n e to a cqu i r e or engage in 

for t h e i r r e spe c t i v e a c c o u n t s . 
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P l a c e m e n t Fee 

M e t z l e r K G of F r a n k f u r t a m M a i n , a pa r tne r sh ip a f f i l i a t e d to M e t z l e r -

bank, w i t h i d e n t i c a l pa r tne r sh ip in t e r es t s , has en t e r ed in to an ag r e emen t 

w i t h M N R for the p l a c e m e n t o f 210 U n i t s . 

A c c o r d i n g to th is a g r e emen t , M e t z l e r K G w i l l be r e m u n e r a t e d fo r i t s 

s e r v i c e s by a p l a c e m e n t fee o f 5 % to be pa id by the Investor i n 

a d d i t i o n to the net U n i t fund ing of c an -$ 100,000. A l l expenses , such 

as expenses for l e g a l and tax a d v i c e , t e c h n i c a l c o n s u l t a n c y and o the r 

r e l a t e d cos ts i n c u r r e d in the p l a c e m e n t o f the 210 U n i t s w i l l be pa id 

out o f the p l a c e m e n t fee. M e t z l e r P a r t n e r s h i p , L . P . , a D e l a w a r e 

l i m i t e d pa r tne r sh ip (in w h i c h c e r t a i n pa r tne rs o f M e t z l e r K G have in 

t o t a l a m i n o r i t y in teres t ) w i l l be r e m u n e r a t e d by M N R for o the r 

s e r v i c e s r e l a t e d to th is t r a n s a c t i o n . 

P o t e n t i a l Sa les T a x 

Unde r B r i t i s h C o l u m b i a law the vendor o f U n i t s may be r equ i r ed to 

c o l l e c t sa les tax f r om purchase rs of U n i t s i n c l u d i n g purchase rs o f 

o u t s t a n d i n g U n i t s i n an amount based on the va lue of t ang ib l e 

p r ope r t y he ld by H M C at the t i m e of such sa l e . 

C o u n s e l for H V M is r e v i e w i n g the poss ib i l i t y of an e x e m p t i o n f r o m 

such tax w h i c h wou ld be a p p r o x i m a t e l y can -$ 2,100 in r e spec t of 

e a c h of the 210 U n i t s a t the t i m e of issue of H V M , but no p r ed i c t i ons 

as to the a v a i l a b i l i t y of such e x e m p t i o n c a n be made at th i s t i m e . 

Such sa les tax , i f any , w i l l be borne by H V M . 
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Financial Structure of the Investment 

The P r o j e c t L o a n - F i n a n c i n g of c a p i t a l e xpend i tu res 

D e v e l o p m e n t and c o n s t r u c t i o n of the H i g h m o n t pro j ec t was 

f i nanced by a US -$ d e n o m i n a t e d l oan (the " P r o j e c t Loan" ) g r an t ed 

by a c h a r t e r e d bank in C a n a d a to T e c k under a l oan ag r e emen t . 

H V M assumed l i a b i l i t y fo r 20 % of th i s indebtedness . The 

aggrega te p r i n c i p a l amount of the P r o j e c t L o a n as of June 30, 

1981, was U S - $ 124.57 m i l l i o n , equ i va l en t to c an -$ 149.5 m i l l i o n , 

o f w h i c h H V M ' s share is c an -$ 29.9 m i l l i o n . 

R e p a y m e n t o f the p r i n c i p a l o f and in t e r e s t on the P r o j e c t L o a n 

is p r i m a r i l y s e cured by a f i x ed and f l o a t i n g charge on a l l of the 

in t e r e s t o f T e c k and H V M in the H i g h m o n t M i n e and by the 

depos i t by T e c k of c e r t a i n s e c u r i t i e s . The L o a n A g r e e m e n t p r o ­

v ides tha t , a f t e r the f u l f i l l m e n t o f the C o m p l e t i o n Tes t as 

de f i ned th e r e in , w h i c h the pa r tne r s are ob l i ged to c a r r y out , the 

l i a b i l i t y of T e c k and H V M is l i m i t e d to the assets w h i c h c o m ­

pr ise the H i g h m o n t M i n e and the depos i t ed s e c u r i t i e s . The P ro j e c t 

L o a n advances a re at the bo r r owe r ' s op t i on e i the r advances under 

a U S - $ c r e d i t l ine b ea r ing i n t e r e s t r e l a t e d to the above bank ' s 

base r a t e (as de f ined in the L o a n Ag r e emen t ) for such c r e d i t s or 

E u r o d o l l a r advances w i t h r o l l o v e r per iods of three , s i x , n ine or 

t w e l v e months or l onger and bea r ing in t e r e s t r e l a t e d to the 

London Interbank O f f e r i n g R a t e for such c r e d i t s . 

The l oan is r epayab l e under a schedu le end ing in 1988, but i f the 

pro j ec t net cash f l ow, as de f ined in the L o a n A g r e e m e n t , exceeds 

the s chedu l ed r epaymen t , the en t i r e net c a sh f low has to be 

app l i ed to the r epaymen t o f the l o a n . 
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A s a r e su l t of the r e q u i r e m e n t tha t T e c k and H V M app ly 100 % 

o f the net cash f l ow as de f ined in the P r o j e c t L o a n A g r e e m e n t 

to the r epaymen t o f the P r o j e c t L o a n , H V M w i l l not be ab le to 

app l y any cash f r o m H M C w h i c h c o u l d be app l i ed to the paymen t 

o f o p e r a t i n g expenses and management fees or w h i c h H V M c o u l d 

d i s t r i b u t e to the ho lders o f U n i t s u n t i l the P r o j e c t L o a n , t o ge the r 

w i t h i n t e r e s t the reon , has been r epa id in f u l l . 

H M C O p e r a t i n g L o a n 

H M C toge the r w i t h T e c k and H V M as i t s pa r tne rs , have en t e r ed 

in to an O p e r a t i n g L o a n A g r e e m e n t w i t h H M C ' s bankers p r o v i d ing 

for an O p e r a t i n g L o a n in an amount of up to can -$ 15 m i l l i o n or 

equ i va l en t i n U S - $ to be made a va i l ab l e to H M C for w o r k i n g 

c a p i t a l purposes . Th i s O p e r a t i n g L o a n is r epayab l e on d emand and 

bears i n t e r e s t a t the r a t e o f 1/2 of 1 % per annum above the 

r e l e van t one of the bank ' s C a n a d i a n p r i m e ra t e or the U .S . Base 

R a t e as de f ined in the O p e r a t i n g L o a n A g r e e m e n t . 

The O p e r a t i n g L o a n is p r i m a r i l y s e cu r ed by an ass i gnment o f 

a c c o u n t s r e c e i v a b l e of H M C and by a charge on inven to r i e s o f 

supp l i es and c o n c e n t r a t e s w h i c h f o r m par t o f the H M C p rope r t y . 

The O p e r a t i n g L o a n A g r e e m e n t prov ides tha t , a f t e r C o n s t r u c t i o n 

C o m p l e t i o n as de f ined t h e r e i n , the l i a b i l i t y of T e c k and H V M is 

l i m i t e d to the assets w h i c h c ompr i s e the H i g h m o n t M i n e . 

P a y m e n t o f p r i n c i p a l o f and in t e r e s t on the O p e r a t i n g L o a n by 

H M C w i l l r educe the cash a va i l ab l e for d i s t r i b u t i o n by H M C to 

T e c k and H V M . 

H V M D e m a n d L o a n 

In o rde r to prov ide funds to pay par t o f the purchase p r i c e for 

i t s i n t e r e s t in H M C , H V M nego t i a t ed w i t h i t s bankers a d emand 
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l ine o f c r e d i t (the " D e m a n d Loan" ) in the amount of c an -$ 25 

m i l l i o n , w h i c h D e m a n d L o a n was gua ran t e ed by M e t a l l C a n a d a . 

O n M a r c h 20, 1981, H V M made an i n i t i a l d r a w - d o w n on the l ine 

o f c r e d i t in the amoun t o f can -$ 21,564,000 in o rder to fund the 

i n i t i a l paymen t s for i t s 20 % in t e r e s t i n H M C . The proceeds 

f r o m the sa le of U n i t s to M e t a l l C a n a d a have been app l i ed to 

r educe the ou t s t and ing ba l ance under the D e m a n d L o a n . 

H V M in tends to app ly the net proceeds r e c e i v e d f r om the sa le o f 

the 210 U n i t s to inves to rs to the r epaymen t o f the D e m a n d L o a n 

and in t e r e s t a c c r u e d the r eon f r om M a r c h 20, 1981, l e a v i n g an 

o u t s t a n d i n g ba l ance of about can -$ 2,900,000. The p r i n c i p a l of 

and i n t e r e s t on th is bank indebtedness w i l l be r epa id by H V M 

be fo re any D i s t r i b u t a b l e C a s h (as de f ined under D e t a i l s o f the 

Uni ts ) is pa id to the ho lders of U n i t s . 

Use of proceeds of the sa le of U n i t s 

The t o t a l net proceeds to H V M f r o m the sa le o f U n i t s w i l l 

amount to can -$ 21,000,000. The net proceeds w i l l be used to 

repay the D e m a n d L o a n , e x c ep t for a s m a l l amount be ing 

r e f i n a n c e d by the H V M O p e r a t i n g L o a n des c r i b ed be low . 

H V M O p e r a t i n g L o a n 

It is the i n t e n t i o n of H V M to a r range a l ine o f c r e d i t (the H V M 

O p e r a t i n g Loan) w i t h i t s bankers for the purposes of r epay ing the 

ou t s t and ing ba lance of the D e m a n d L o a n and p r o v i d ing i t w i t h 

o p e r a t i n g funds to pay expenses, i n c l u d i n g management fees, u n t i l 

such t i m e as H V M s h a l l have a v a i l a b l e to i t d i s t r i bu t i ons f r om 

H M C w h i c h H V M may app ly to the payment of such expenses . It 

is a n t i c i p a t e d tha t H V M w i l l be r equ i r ed to repay the p r i n c i p a l 

of and in t e r e s t on the H V M O p e r a t i n g L o a n , be fore i t pays any 

D i s t r i b u t a b l e C a s h to the ho lders of U n i t s . 
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H V M I N I N G L I M I T E D P A R T N E R S H I P 

P r o F o r m a Condensed B a l a n c e Sheet 

as a t J u n e 30, 1981 

(unaudited) 

(Note 1) 

A S S E T S 

Interes t i n H M C (Note 2) can -$ 59,673,000 

L I A B I L I T I E S 

C u r r e n t L i a b i l i t i e s 

A c c o u n t s payab le and a c c r u e d l i a b i l i t i e s can -$ 402,000 

D e m a n d L o a n and O p e r a t i n g L o a n 1,371,000 

(Notes 3, 5 and 6) 

1,773,000 

Share of P r o j e c t L o a n repayab l e i n US -$ 

( ou ts tand ing amount U S - $ 24,914,000) (Note 4) 29,900,000 

31,673,000 

P a r t n e r s ' C a p i t a l 

G e n e r a l P a r t n e r ' s C a p i t a l (62 Uni ts ) can -$ 6,200,000 

L i m i t e d P a r t n e r s ' C a p i t a l (218 Uni ts ) 21,800,000 

28,000,000 

can -$ 59,673,000 

(see a c c o m p a n y i n g notes) 
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H V M I N I N G L I M I T E D P A R T N E R S H I P 

No t e s to P r o F o r m a Condensed B a l a n c e Sheet 

June 30, 1981 

(unaudited) 

1. The pro f o r m a condensed ba l ance sheet g i ves e f f e c t as at 

J u n e 30, 1981, to the f o l l o w i n g : 

(a) The issue of 62 U n i t s and 8 U n i t s to M N R , the G e n e r a l 

P a r t n e r , and M e t a l l C a n a d a , r e s p e c t i v e l y , the t r ans f e r o f the 

r i gh t to a cqu i r e a 20 % in t e r e s t i n the H i g h m o n t M i n e f r o m 

M N R to H V M and the payment f r om M e t a l l C a n a d a to H V M 

of c an -$ 500,000 in c a s h . 

(b) The issue of 210 U n i t s for cash c o n s i d e r a t i o n of c an -$ 

21,000,000 

(c) A r e d u c t i o n in the D e m a n d L o a n of c an -$ 21,500,000 

2. In teres t in H M C 

(a) The f o l l o w i n g is an unaud i t ed condensed ba lance sheet of 

H M C as a t June 30, 1981: 

A S S E T S 

C u r r e n t Asse t s 

A c c o u n t s r e c e i v a b l e can -$ 67,000 

703,000 

6,880,000 

S e t t l e m e n t s r e c e i v a b l e 

C o n c e n t r a t e i n ven to r y 

7,650,000 
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P l a n t , E q u i p m e n t and D e f e r r e d C o s t s 152,778,000 

M i n e r a l p r ope r t y 1,000 

can -$ 160,429,000 

L I A B I L I T I E S 

C u r r e n t L i a b i l i t i e s 

Bank o v e rd ra f t c an -$ 2,124,000 

O p e r a t i n g L o a n 11,000,000 

A c c o u n t s payab le and a c c r u e d l i a b i l i t i e s 5,771,000 

Due to T e c k C o r p o r a t i o n 3,520,000 

22,415,000 

P a r t n e r s ' C a p i t a l 

T E C K C O R P O R A T I O N 107,162,000 

H V M I N I N G L I M I T E D P A R T N E R S H I P 30,852,000 

138,014,000 

can -$ 160,429,000 
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(b) The f o l l o w i n g is a s u m m a r y of the componen t s of the c a r r y i n g 

va lue of the i n v e s t m e n t i n H M C as at J u n e 30, 1981: 

H V M ' s share o f the book va lue of the 

net assets of H M C , f i nanced by 

a s sumpt i on of 20 % of the P r o j e c t 

L o a n can -$ 29,200,000 

A d d : C a s h c o n t r i b u t i o n on f o r m a t i o n o f 

H M C 3,249,000 

Less : C a s h d i s t r i b u t i o n equa l to 20 % o f the 

P ro j e c t L o a n in t e r e s t for the pe r i od 

M a r c h 20, 1981 to J u n e 30, 1981 ( 1,597,000) 

H V M ' s C a p i t a l a c c o u n t i n H M C c a n - $ 30,852,000 

A d d : A c q u i s i t i o n cos t of: 

The r i gh t to a cqu i r e a 20 % in t e r e s t 

in the H i g h m o n t M i n e 6,500,000 

Interest i n the H i g h m o n t r e source 

p r ope r t y 18,861,000 

A d d : C a p i t a l i z a t i o n of: 

In teres t d u r i n g the p r e p r o d u c t i o n 

pe r i od of the M i n e - P r o j e c t L o a n 1,597,000 

D e m a n d L o a n 1,163,000 

F o r e i g n exchange loss on P r o j e c t L o a n 700,000 

C a r r y i n g va lue of H V M ' s in t e r e s t i n 

H M C can-$ 59,673,000 
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The a c q u i s i t i o n cos ts and the c a p i t a l i z e d i n t e r e s t and f o r e i gn 

exchange loss w i l l be a m o r t i z e d over the e s t i m a t e d l i f e o f 

the o rebody upon c o m m e n c e m e n t o f d e emed c o m m e r c i a l 

p r o d u c t i o n . 

3. R e f e r to " H V M D e m a n d L o a n " and " H V M O p e r a t i n g L o a n " . 

4. R e f e r to "The P r o j e c t L o a n - F i n a n c i n g of c a p i t a l e xpend i tu r e s " . 

5. H V M is a lso j o i n t l y and s e v e r a l l y l i a b l e , as a pa r tne r in 

H M C , for the f u l l amount of the H M C O p e r a t i n g L o a n as 

d e s c r i b ed under H M C O p e r a t i n g L o a n . The ba lance as a t 

J u n e 30, 1981, o f the H M C O p e r a t i n g L o a n was can -$ 

11,000,000 (see N o t e 2 (a) above) . 

6. In a d d i t i o n to the l i a b i l i t i e s shown on the pro f o r m a condensed 

ba l ance sheet H V M may be l i ab l e to pay B r i t i s h C o l u m b i a 

sa les t ax in the amount o f a p p r o x i m a t e l y c an -$ 400,000. Due 

to s p e c i a l c i r c u m s t a n c e s H V M has app l i ed for an op in i on 

w i t h the app rop r i a t e a u t h o r i t i e s tha t th is t ax is not payab le , 

but to da te H V M has not ye t r e c e i v e d a r ep l y to th i s a p p l i c a t i o n . 

Use of the proceeds f r om the o p e r a t i n g of the M ine  

R e p a y m e n t o f P r o j e c t L o a n 

A s a r esu l t o f the r e q u i r e m e n t tha t T e c k and H V M app ly a l l ne t 

c a sh f l ow f r om H M C to the r epaymen t o f the P r o j e c t L o a n , the re 

w i l l be no cash a v a i l a b l e to H V M for the payment o f i t s own 

o p e r a t i n g expenses, management fees and payment o f p r i n c i p a l o f 

and in t e r e s t on the o the r loans of H V M desc r i b ed above , u n t i l the 

P r o j e c t L o a n is r epa id in f u l l . M e a n w h i l e , H V M ' s c u r r e n t cash 

r e q u i r e m e n t s w i l l be met by d rawdowns on the H V M O p e r a t i n g 

L o a n . 
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R e p a y m e n t of H V M O p e r a t i n g L o a n 

The paymen t o f the H V M D e m a n d L o a n and H V M ' s c u r r e n t expenses 

w i l l be f i nanced by d rawdowns on the H V M O p e r a t i n g L o a n . If, 

a f t e r the r e p a y m e n t o f the P r o j e c t L o a n , cash g ene ra t ed by H M C 

becomes a v a i l a b l e to H V M , i t is a n t i c i p a t e d tha t H V M w i l l have 

to repay i t s O p e r a t i n g L o a n be fore i t c a n make cash d i s t r i bu t i ons 

to the ho lders o f the U n i t s . 

D i s t r i b u t i o n s to P a r t n e r s 

A f t e r a l l debt o f H V M has been r epa i d , the ho lders o f the U n i t s 

are e n t i t l e d to r e c e i v e t h e i r pro r a t a share o f 100 % of the 

D i s t r i b u t a b l e C a s h u n t i l the Po in t o f P a y o u t . T h e r e a f t e r they are 

e n t i t l e d to r e c e i v e the i r pro r a t a share of 70 % of the D i s t r i ­

bu tab l e C a s h u n t i l the d i s s o lu t i on of H V M . F o r d e t a i l s see " D e t a i l s 

o f the U n i t s " . 
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Details of the Units 

The f o l l o w i n g is a s u m m a r y of the m a t e r i a l a t t r i b u t e s and c h a r a c t e r i s t i c s 

o f the U n i t s w h i c h does not purpor t to be c o m p l e t e . F o r p a r t i c u l a r s o f the 

U n i t s , r e f e r ence should be made to the H V M A g r e e m e n t a t t a c h e d . 

D e s c r i p t i o n of U n i t s 

The c a p i t a l of H V M is d i v i d e d in to 280 U n i t s ; e a c h of the U n i t s o f f e r ed 

hereby r epresen ts a c o n t r i b u t i o n to the c a p i t a l o f H V M of c an -$ 100,000. 

Such U n i t s w i l l be issued pursuant to the H V M A g r e e m e n t . The U n i t s w i l l 

be da t ed O c t o b e r 7, 1981 and w i l l be f u l l y r e g i s t e r ed on the books of 

H V M . The U n i t s have equa l v o t i n g , l i q u i d a t i o n and o the r r i gh ts and do not 

c a r r y any p r e f e r ence , c onve r s i on , exchange or p r e e m p t i v e r i gh t s . 

C a s h D i s t r i b u t i o n 

The G e n e r a l P a r t n e r is r equ i r ed to d i s t r i b u t e to the pa r tne r s not l a t e r than 

by the 15th day of A p r i l i n e a c h year a l l of the cash then on hand in 

H V M , in excess of Rese r v e s w h i c h the G e n e r a l P a r t n e r is p e r m i t t e d or 

r e qu i r ed to m a i n t a i n under the H V M A g r e e m e n t (the D i s t r i b u t a b l e Cash ) . 

The H V M A g r e e m e n t de f ines Rese r ves to mean funds set as ide or amounts 

a l l o c a t e d to r eserves m a i n t a i n e d in amounts w h i c h in the op in ion of the 

G e n e r a l P a r t n e r are r equ i r ed to pay debt s e r v i c e , c a p i t a l e xpend i tu res and 

o the r cos t s or expenses i n c u r r e d or to be i n c u r r e d by or on beha l f o f the 

L i m i t e d P a r t n e r s h i p in c o n n e c t i o n w i t h i t s bus iness . 

A l l o c a t i o n of D i s t r i b u t a b l e C a s h 

H o l d e r s o f U n i t s s h a l l be e n t i t l e d to r e c e i v e t h e i r pro r a t a share o f 

100 % of the D i s t r i b u t a b l e C a s h u n t i l the Po in t o f Payou t . The Po in t of 

Payou t is de f ined in the H V M A g r e e m e n t in e f f e c t to mean the po int in 

t i m e when D i s t r i b u t a b l e C a s h d i s t r i b u t e d w i t h r espec t to a U n i t has 

equa l l ed can -$ 100,000 t oge ther w i t h n o t i o n a l in t e r es t on the ou t s t and ing 

ba l ance the reo f f r o m t i m e to t i m e at the r a t e of 20 % p .a . c ompounded 

annua l l y f r o m the da te of issue to the " P o i n t of P a y o u t " . A f t e r the P o i n t 
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of Payou t , ho lders o f U n i t s s h a l l be e n t i t l e d to r e c e i v e t h e i r pro r a t a 

share o f 70 % of the D i s t r i b u t a b l e C a s h and the G e n e r a l P a r t n e r , as such , 

s h a l l be e n t i t l e d to r e c e i v e 30 96 of the D i s t r i b u t a b l e C a s h , in a d d i t i o n to 

any d i s t r i b u t i o n to w h i c h he may be e n t i t l e d as a ho lder of U n i t s . 

D i s t r i b u t i o n s s h a l l on ly be made to ho lders o f U n i t s to the e x t en t tha t the 

aggrega te o f a l l d i s t r i b u t i o n s to such ho lder does not e x c e ed the t o t a l o f 

such ho lde r ' s c a p i t a l c o n t r i b u t i o n and his pro r a t a share of net p r o f i t s and 

losses o f H V M . 

A l l o c a t i o n o f P r o f i t s and Losses 

P r i o r to the Po in t o f Payou t , 100 96 of the p ro f i t s and losses, as the case 

may be, of H V M for any f i s c a l y ea r s h a l l be a l l o c a t e d among the ho lders 

o f U n i t s pro r a t a in a c c o r d a n c e w i t h the number of U n i t s he ld by e a c h 

such ho lder . T h e r e a f t e r , p r o f i t s and losses of H V M for any f i s c a l y ea r s h a l l 

be a l l o c a t e d as to 30 % to the G e n e r a l P a r t n e r as such and as to 70 % 

a m o n g the ho lders of U n i t s pro r a t a in a c c o r d a n c e w i t h the number of 

U n i t s he ld by e a c h such ho lder . If, however , the a l l o c a t i o n of any loss to a 

L i m i t e d P a r t n e r wou ld e x c e ed the amount shown in the c a p i t a l a c c o u n t o f 

such L i m i t e d P a r t n e r , such excess s h a l l be a l l o c a t e d to the G e n e r a l P a r t ­

ner and , in any subsequent year , p ro f i t s , i f any, s h a l l be a l l o c a t e d to the 

G e n e r a l P a r t n e r i n an amount equa l to the losses so a l l o c a t e d to the 

G e n e r a l P a r t n e r be fore any p ro f i t s are a l l o c a t e d to such L i m i t e d P a r t n e r . 

Because o f d i s c r epanc i e s in t i m i n g be tween the a c c r u a l o f p r o f i t s and 

losses for f i n a n c i a l a c c o u n t i n g purposes and the a l l o c a t i o n of D i s t r i b u t a b l e 

C a s h a m o n g the pa r tne r s , the H V M A g r e e m e n t con ta ins a p rov i s i on w h i c h 

p e r m i t s the G e n e r a l P a r t n e r to adjust the a l l o c a t i o n of p r o f i t s and losses 

for the purposes of m a k i n g the a l l o c a t i o n of p r o f i t s and losses co r r espond 

w i t h D i s t r i b u t a b l e C a s h d i s t r i b u t e d to the pa r t i e s . 
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A l l o c a t i o n of P r o f i t s and Losses 

for C a n a d i a n Income T a x Purposes 

The p r o f i t s and losses of H V M for C a n a d i a n i n c o m e tax purposes for any 

f i s c a l y ea r s h a l l be a l l o c a t e d a m o n g the pa r tne r s in the same manner tha t 

p r o f i t s and losses are a l l o c a t e d fo r f i n a n c i a l a c c o u n t i n g purposes unless the 

a l l o c a t i o n o f a loss to a L i m i t e d P a r t n e r wou ld r e su l t in a nega t i v e 

ad jus ted cos t base for C a n a d i a n i n c o m e tax purposes w i t h r espec t to the 

U n i t s he ld by such ho lder , i n w h i c h case and to tha t e x t en t the loss s h a l l 

be a l l o c a t e d to the G e n e r a l P a r t n e r . In tha t event , i f the re is p r o f i t f o r 

i n c o m e t ax purposes in any of the f i v e succ e ed ing f i s c a l years , app rop r i a t e 

ad jus tments s h a l l be made in the p ro f i t a l l o c a t e d to the G e n e r a l P a r t n e r 

and to the L i m i t e d P a r t n e r s . See be low " T a x a t i o n A s p e c t s i n C a n a d a " . 

M a n d a t o r y Sa le or R e d e m p t i o n of U n i t s 

The H V M A g r e e m e n t prov ides tha t i f H M C is to be d i sso l ved , the G e n e r a l 

P a r t n e r may , in i t s so le d i s c r e t i o n , r equ i r e any L i m i t e d P a r t n e r who is a 

non- res iden t o f C a n a d a to s e l l his U n i t s to C a n a d i a n res idents or cause 

H V M to r edeem his U n i t s , i n e a c h case , a t a p r i c e to be d e t e r m i n e d by an 

independent appra i s e r appo in t ed by the G e n e r a l P a r t n e r . A n a l t e r n a t i v e 

p rocedure w h i c h may be adop ted by the G e n e r a l P a r t n e r , in i t s so le d i s ­

c r e t i o n , wou ld be to cause H V M to t r ans f e r a l l o f i t s i n t e r e s t in H M C to 

a w h o l l y - o w n e d subs id ia ry o f H V M in w h i c h case H V M might c on t inue to 

ho ld the shares o f such subs id i a ry or d i s t r i b u t e such shares to the pa r tne r s 

of H V M . 

The H V M A g r e e m e n t a lso prov ides tha t i f H V M is to be d i sso l ved , the 

G e n e r a l P a r t n e r may , i n i t s sole d i s c r e t i o n , r equ i r e any L i m i t e d P a r t n e r 

who is a non- res iden t o f C a n a d a to s e l l his U n i t s to C a n a d i a n res idents or 

cause H V M to r edeem his U n i t s , in e a c h case , at a p r i c e to be d e t e r m i n e d 

by an independent app ra i s e r appo in t ed by the G e n e r a l P a r t n e r . 

R i g h t o f F i r s t R e f u s a l 

H o l d e r s o f U n i t s a re not p e r m i t t e d to s e l l or o the rw i s e dispose of U n i t s 

unless such L i m i t e d P a r t n e r g i ves 45 days ' n o t i c e , th rough the G e n e r a l 
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P a r t n e r , to the o the r ho lders o f U n i t s p r o v i d i n g th em w i t h an oppo r tun i t y 

to purchase such U n i t s on the same t e r m s and cond i t i ons as such ho lder 

wou ld r e c e i v e f r o m a t h i r d p a r t y purchase r . 

A s s i g n a b i l i t y o f U n i t s 

Sub jec t to the r i gh t o f f i r s t r e f u s a l r e f e r r e d to above , a ho lder o f U n i t s 

may ass ign a U n i t to a t h i r d pa r t y who, a m o n g o the r th ings , has been 

approved by the G e n e r a l P a r t n e r and has ag reed in w r i t i n g to be bound by 

the t e r m s of the H V M A g r e e m e n t . 

Such an ass i gnment must be s u b s t a n t i a l l y i n the F o r m o f A s s i g n m e n t 

annexed to the H V M A g r e e m e n t as Schedu l e C . A ho lder o f U n i t s w i l l not 

be e n t i t l e d to t r ans f e r a f r a c t i o n o f a U n i t . Unde r the P a r t n e r s h i p A c t 

( B r i t i s h C o l u m b i a ) , the ass i gn ing ho lder of U n i t s w i l l r e m a i n l i ab l e to the 

L i m i t e d P a r t n e r s h i p to the ex t en t o f the amount of the c a p i t a l c o n t r i b u t i o n 

r e t u r n e d to h im pr i o r to such ass i gnment in r e spec t o f l i a b i l i t i e s o f the 

L i m i t e d P a r t n e r s h i p e x i s t i n g at the da te of the r e t u r n of the c a p i t a l 

c o n t r i b u t e d . 
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Taxation Aspects in Canada 

The t a x a t i o n o f a non- res iden t i nves t o r i n U n i t s of H V M is gove rned by 

the p rov i s i ons of C a n a d i a n f e d e r a l and B r i t i s h C o l u m b i a t a x a t i o n l e g i s ­

l a t i o n , the t a x a t i o n l e g i s l a t i o n of his c o u n t r y o f r e s idence and the r e l e van t 

T a x C o n v e n t i o n s be tween the c o u n t r i e s i n v o l v e d . The r e f o r e the i n c o m e tax 

consequences to the inves t o r va ry a c c o r d i n g to his own c i r c u m s t a n c e s and 

e a c h p ro spec t i v e i nves t o r should sa t i s f y h i m s e l f as to the tax consequences 

o f p a r t i c i p a t i n g in H V M by o b t a i n i n g a d v i c e f r om his own tax c ounse l . 

The f o l l o w i n g d i s cuss i on of the C a n a d i a n l e g i s l a t i o n as o f the da te of th is 

b r o chure as i t app l i es to an inves t o r who is a c o r p o r a t i o n or i n d i v i d u a l 

non- r es iden t in C a n a d a is o f a g ene ra l na tu re on ly and is not in t ended to 

c o n s t i t u t e adv i c e to any p a r t i c u l a r p rospec t i v e i nves t o r . E x c e p t where 

o the rw i s e i n d i c a t e d , the s u m m a r y does not t ake i n t o a c c o u n t or a n t i c i p a t e 

any changes in l aw , whe the r by l e g i s l a t i v e or j u d i c i a l a c t i o n . 

T a x a t i o n in C a n a d a 

P a r t n e r s h i p T a x a t i o n 

A pa r tne r sh ip is not r equ i r ed to pay i n c o m e taxes under the Income T a x 

A c t (Canada) (the " A c t " ) . Howeve r , i t is r e qu i r ed to c a l c u l a t e i t s i n c o m e 

or loss i n a c c o r d a n c e w i t h the A c t for e a c h of i t s f i s c a l y ea rs as i f i t 

were a separa te person , w i thou t t a k i n g in to a c coun t any amount r e l a t i n g to 

C a n a d i a n deve l opment expense ( "CDE" ) or ea rned d e p l e t i o n a l l o w a n c e s . 

E a c h pa r tne r is then r equ i r ed to t ake in to a c c o u n t , in c o m p u t i n g his 

i n c o m e or loss for t a x purposes for a t a x a t i o n year , his share o f the 

pa r tne r sh ip ' s i n c o m e or loss fo r the pa r tne r sh ip f i s c a l y ea r end ing in tha t 
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t a x a t i o n year , r egard l ess of whe the r or not he has r e c e i v e d or w i l l r e c e i v e 

any d i s t r i b u t i o n s f r o m the pa r tne r sh ip . C D E , and any ea rned dep l e t i on base, 

a re a l l o c a t e d to pa r tne r s who are membe r s of the pa r tne r sh ip at the end 

of the pa r tne r sh ip ' s f i s c a l y ea r i n w h i c h the expenses were i n c u r r e d . The 

amoun t s a l l o c a t e d are then a va i l ab l e for d e d u c t i o n by e a c h pa r tne r i n the 

manner d i scussed be l ow . 

H M C Income 

H M C w i l l c o m p u t e i t s i n c o m e or loss for t ax purposes for e ach f i s c a l y ea r 

end ing O c t o b e r 31 . The i n c o m e w i l l e s s en t i a l l y c o m p r i s e p r o d u c t i o n 

revenues f r om the M i n e less o p e r a t i n g expenses, tax d e p r e c i a t i o n in r e spec t 

o f the bu i ld ings , s t r u c t u r e s , m a c h i n e r y and equ ipment , and in t e r es t on the 

O p e r a t i n g L o a n . H M C a c q u i r e d the d ep r e c i ab l e assets pursuant to c e r t a i n 

e l e c t i v e p rov i s i ons of the C a n a d i a n i n c o m e tax ru l es and the amount 

d e p r e c i a b l e for C a n a d i a n t ax purposes is a p p r o x i m a t e l y c an -$ 48 m i l l i o n 

less than the c a r r y i n g va lue of these asse ts . H M C w i l l not be ab le to 

deduc t the B r i t i s h C o l u m b i a M i n e r a l R e s o u r c e T a x (d iscussed be low) , but 

fo r f e d e r a l i n c o m e tax purposes i t w i l l be e n t i t l e d to deduc t a r e source 

a l l o w a n c e equa l to 25 96 of de f ined r esource p r o f i t s . The r esource 

a l l o w a n c e d e d u c t i o n w i l l not be a va i l ab l e for B r i t i s h C o l u m b i a i n c o m e t ax 

purposes . The i n c o m e or loss for t ax purposes w i l l be a l l o c a t e d as to 80 96 

to T e c k and 20 96 to H V M . The ea rned dep l e t i on base g ene ra t ed by the 

a c q u i s i t i o n of the H i g h m o n t M i n e assets by H M C and gene ra t ed by the 

subsequent a c q u i s i t i o n of q u a l i f y i n g assets w i l l s i m i l a r l y be a l l o c a t e d 80 96 

to T e c k and 20 96 to H V M . 

H V M Income 

H V M w i l l c o m p u t e i t s i n c o m e or loss for t ax purposes for e a c h f i s c a l y ea r 

end ing O c t o b e r 15. H V M w i l l i nc lude in i t s i n c o m e or loss i t s a l l o c a t e d 

share o f the H M C i n c o m e or loss for tha t H M C f i s c a l y ea r w h i c h ended in 

the H V M f i s c a l y ea r . 
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H V M w i l l d educ t i t s own expenses for the pe r i od such as the a n n u a l fee 

and expenses payab le to M N R , i n t e r e s t on the P r o j e c t L o a n and in t e r e s t on 

bank indebtedness . 

The i n c o m e or loss tha t r esu l t s for tax purposes w i l l be a l l o c a t e d to the 

L i m i t e d P a r t n e r s pursuant to the t e r m s of the H V M A g r e e m e n t . The 

ea rned d e p l e t i o n base a l l o c a t e d to H V M by H M C w i l l s i m i l a r l y be a l l o c a t e d 

to the L i m i t e d P a r t n e r s . O n the a c q u i s i t i o n of the in t e r e s t i n H M C , H V M 

i n c u r r e d c e r t a i n cos t s a m o u n t i n g to a p p r o x i m a t e l y can -$ 21 m i l l i o n w h i c h 

qua l i f y as C D E for i n c o m e tax purposes . Th i s C D E w i l l be a l l o c a t e d , i n 

a c c o r d a n c e w i t h the a l l o c a t i o n prov i s i ons of the H V M A g r e e m e n t , to 

L i m i t e d P a r t n e r s who are L i m i t e d P a r t n e r s i n H V M on O c t o b e r 15, 1981. 

A L i m i t e d P a r t n e r ' s share o f C D E a l l o c a t e d to h im w i l l be added to his 

own c u m u l a t i v e C a n a d i a n dev e l opmen t expense ( " C C D E " ) poo l . A L i m i t e d 

P a r t n e r may deduc t , i n c o m p u t i n g his i n c o m e f r o m a l l sources for a t a x a ­

t i o n year , up to 30 % of his C C D E poo l a t the end of tha t t a x a t i o n y ea r . 

D e d u c t i o n s c l a i m e d in r e spec t o f C C D E poo l r educe that poo l . The u n ­

c l a i m e d ba lance of the poo l w i l l be c a r r i e d f o r w a r d and w i l l be a va i l ab l e 

fo r d e d u c t i o n in fu ture yea rs . 

In a d d i t i o n to H V M ' s share o f the can -$ 48 m i l l i o n excess of the book 

bases ove r the tax bases of H M C assets (see H M C Income), H V M ' s c a r r y i n g 

va lue for th is i n v e s t m e n t in H M C inc ludes cos ts not d educ t i b l e for C a n a ­

d i an T a x purposes a m o u n t i n g to a p p r o x i m a t e l y can -$ 10 m i l l i o n . 

L i m i t e d P a r t n e r ' s Income  

G e n e r a l 

A s H V M is a pa r tne r in H M C w h i c h opera tes the H i g h m o n t M i n e , e a c h 

L i m i t e d P a r t n e r in H V M w i l l , f o r purposes of C a n a d i a n f e d e r a l and B r i t i s h 

C o l u m b i a i n c o m e tax l aws , the reby be c a r r y i n g on business in C a n a d a at a 

pe rmanen t e s t ab l i shmen t in B r i t i s h C o l u m b i a . E a c h L i m i t e d P a r t n e r w i l l be 
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r espec t of his i n c o m e d e r i v e d f r om tha t business a c t i v i t y . F o r C a n a d i a n 

t a x purposes , the t a x a t i o n y ea r o f a c o r p o r a t i o n is i t s f i s c a l y ea r end ing in 

a c a l e n d a r y ea r and the t a x a t i o n y ea r o f an i n d i v i d u a l is the ca l enda r 

y e a r . E a c h L i m i t e d P a r t n e r w i l l be r equ i r ed to i nc lude in his i n c o m e or 

loss for a p a r t i c u l a r yea r , his a l l o c a t e d share o f the H V M i n c o m e or loss 

fo r the H V M f i s c a l y ea r end ing in tha t year , whe the r or not he has r e ­

c e i v e d or w i l l r e c e i v e any d i s t r i b u t i o n s f r o m H V M . The L i m i t e d P a r t n e r 

w i l l be e n t i t l e d to deduc t a c l a i m in r espec t o f his own C C D E ac coun t , as 

d e s c r i b e d p r e v i ous l y . If the re are de f ined " r e source p r o f i t s " a f t e r the C C D E 

c l a i m , he may be e n t i t l e d to a d e d u c t i o n for ea rned dep l e t i on equa l to the 

l esser o f the u n c l a i m e d ba l ance of the ea rned dep l e t i on base a l l o c a t e d to 

h im as d e s c r i b ed p rev i ous l y , and 25 % of such r esource p ro f i t s . If the 

a l l o c a t i o n s and deduc t i ons g i ve r i se to a business loss for the y ea r fo r 

i n c o m e tax purposes, the amount o f the loss may be c a r r i e d back one y ea r 

and f o r w a r d for f i v e y ea rs to be app l i ed aga ins t i n c o m e o the rw i s e t axab l e . 

If the re is not s u f f i c i e n t i n c o m e to u t i l i z e the losses w i t h i n the c a r r y f o r ­

w a r d l i m i t s , the bene f i t s of the losses w i l l e x p i r e . 

T a x a t i o n of C o r p o r a t i o n s 

The bas i c f e d e r a l c o r p o r a t i o n i n c o m e tax r a t e is 46 % of a c o r p o r a t i o n ' s 

t a xab l e i n c o m e . The r e is an a b a t e m e n t o f f e d e r a l c o rpo ra t e tax equa l to 

10 % of the c o r p o r a t i o n ' s t axab l e i n c o m e ea rned in the y ea r in a p rov ince 

in r e c o g n i t i o n of p r o v i n c i a l i n c o m e tax l e v i e s . In a d d i t i o n there is a 

t e m p o r a r y 5 % f e d e r a l su r t ax on f e d e r a l t ax payab le for the pe r i od 

J a n u a r y 1, 1980 to D e c e m b e r 31, 1981. The B r i t i s h C o l u m b i a i n come tax 

r a t e is 16 % of a c o r p o r a t i o n ' s t a xab l e i n c o m e , g i v i n g a c o m b i n e d f e d e r a l 

and B r i t i s h C o l u m b i a tax r a t e o f 53.8 % of a c o r p o r a t i o n ' s t axab l e i n c o m e 

in 1981. 

A n o n - C a n a d i a n c o r p o r a t i o n c a r r y i n g on business in C a n a d a is , i n a d d i t i o n 

to the i n c o m e taxes d e s c r i b ed above , t axab l e a t 25 % on the amount by 

w h i c h the net a f t e r t ax i n c o m e of the C a n a d i a n business for the y ea r 

exceeds a p r e s c r i b ed a l l o w a n c e r e s p e c t i n g i n c r eased i n v e s tmen t in p rope r t y 

in C a n a d a . The r a t e of th i s b r a n c h tax is r educed by t ax t r e a t i e s w i t h 

some coun t r i e s where the n o n - C a n a d i a n c o r p o r a t i o n is r es ident in these 

c o u n t r i e s . 
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The C a n a d i a n b r a n c h tax ra t es for c o r p o r a t i o n s r es ident i n the c oun t r i e s 

be low are as f o l l ows : 

S w i t z e r l a n d 15 % 

U n i t e d K i n g d o m *) 15 % 

Singapore 15 % 

H o n g K o n g 25 % 

P a n a m a 25 % 

G e r m a n y **) 15 % 

*) C a n a d i a n b r a n c h earn ings of a U n i t e d K i n g d o m c o r p o r a t i o n w i l l be 

e x e m p t f r om the b r a n c h tax up to an a c c u m u l a t e d amount of c an -$ 

500,000. 

**) It is proposed tha t C a n a d i a n b r a n c h earn ings of a G e r m a n c o r p o r a t i o n 

w i l l be e x empt f r o m the b r a n c h t ax up to an a c c u m u l a t e d amount 

of c an -$ 500,000. 

B r i t i s h C o l u m b i a imposes a tax of o n e - f i f t h o f 1 % on the t axab l e c a p i t a l 

o f c o r p o r a t i o n s a l l o cab l e to tha t p r o v in c e . In the case of a non- res iden t 

c o r p o r a t i o n the t axab l e c a p i t a l is c o m p u t e d as the g r ea t e r of: 

a) 12 1/2 t i m e s the amount of i t s t axab l e i n c o m e in C a n a d a for the 

yea r , or 

b) the excess of assets in C a n a d a over c e r t a i n l i a b i l i t i e s r e l a t i n g to 

i t s p e rmanen t e s t ab l i shmen t s in C a n a d a . 

T h e r e is no f e d e r a l p r ope r t y t ax for c o rpo ra t i ons . 

T a x a t i o n o f Ind iv idua ls 

In c o m p u t i n g t axab l e i n c o m e , an i n d i v i d u a l w i l l be e n t i t l e d to deduc t 

c e r t a i n pe rsona l e x empt i ons tha t are dependent upon such f a c t o r s as his 

m a r i t a l s t a tus and the number and s ta tus of his dependent c h i l d r e n . 
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C a n a d i a n f e d e r a l and B r i t i s h C o l u m b i a p r o v i n c i a l i n c o m e taxes on the 

t axab l e i n c o m e of i nd i v i dua l s are based on a progress i ve ra t e s t r u c t u r e , 

w i t h h igh r a t e s app l i ed to the h igher m a r g i n a l l e v e l s o f t a xab l e i n c o m e . 

The m a r g i n a l l e ve l s o f t axab l e i n c o m e are ad jus ted e a c h yea r by a f a c t o r 

r e l a t e d to i n f l a t i o n . F o r the 1981 yea r , the c o m b i n e d C a n a d i a n f e d e r a l and 

B r i t i s h C o l u m b i a p r o v i n c i a l t axes a p p l i c a b l e to i nd i v i dua l s i n the h igher t ax 

b r a c k e t s a re as f o l l ows : 

T a x a b l e Income C o m b i n e d Taxes 

L o w e r Uppe r B a s i c Tax on 

L i m i t L i m i t T a x excess 

c a n - $ 25,933 c a n - $ 27,761 c a n - $ 7,500 40.32 % 

27,762 33,657 8,238 46.08 % 

33,658 47,591 10,955 47.49 % 

47,592 77,336 17,572 53.42 % 

77,337 118,979 33,463 57.88 % 

118,980 and up 57,565 63.81 % 

The r e is no p r ope r t y t ax for i n d i v i d u a l pa r tne r s . 

L i m i t a t i o n on A l l o c a t i o n s 

In a d m i n i s t e r i n g the A c t , Revenue C a n a d a takes the pos i t i on tha t a 

L i m i t e d P a r t n e r canno t i nc lude in his own C C D E poo l C D E a l l o c a t e d to 

h im in amoun t s tha t e x c e e d the ad justed cos t base ("a.c.b.") of his 

i n t e r e s t , where the a .c .b . wou ld be e qua l to c a p i t a l c o n t r i b u t i o n s plus share 

of pa r tne r sh ip i n c o m e less d i s t r i bu t i ons and less p r e v i ous l y a l l o c a t e d C D E 

and pa r tne r sh ip losses, a l though the c o r r e c t l e g a l pos i t i on in th i s r e ga rd is 

not c l e a r . Such C D E not i n c luded in the C C D E poo l may be c ons ide r ed by 

Revenue C a n a d a as e l i g i b l e for add i t i on to the poo l as the L i m i t e d P a r t ­

ne r ' s a . c .b . i nc r eases . In a d d i t i o n , Revenue C a n a d a takes the pos i t i on tha t 

a l i m i t e d p a r t n e r ' s share o f any loss o f a pa r tne r sh ip canno t e x c e e d his 

a . c .b . a l though the c o r r e c t l e g a l pos i t i on in th is r e ga rd is not c l e a r . The 

H V M A g r e e m e n t prov ides that where an a l l o c a t i o n of pa r tne r sh ip loss for 
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t ax purposes wou ld e x c e ed the a .c .b . o f a U n i t , the loss i n excess of the 

a . c .b . s h a l l be a l l o c a t e d to the G e n e r a l P a r t n e r . Income in the f i s c a l years 

f o l l o w i n g such a l l o c a t i o n of loss to the G e n e r a l P a r t n e r w i l l be a l l o c a t e d 

to the G e n e r a l P a r t n e r i ns t ead o f the L i m i t e d P a r t n e r u n t i l the loss has 

been r e c o v e r e d . 

B r i t i s h C o l u m b i a M i n e r a l R e s o u r c e T a x 

In a d d i t i o n to pe rsona l and c o r p o r a t e i n c o m e taxes , B r i t i s h C o l u m b i a i m ­

poses a t ax of 17.5 % on de f ined i n c o m e d e r i v e d f r o m the ope ra t i on of a 

mine in B r i t i s h C o l u m b i a pursuant to the M i n e r a l R e s o u r c e T a x A c t . The 

M i n e r a l R e s o u r c e T a x on the i n c o m e of the H i g h m o n t M i n e w i l l be pa id by 

H M C r e d u c i n g the cash f l ow a v a i l a b l e for d i s t r i b u t i o n to H V M and the reby 

to the L i m i t e d P a r t n e r s . H o w e v e r , M i n e r a l R e s o u r c e T a x is not a l l o w e d as 

a d e d u c t i o n in c o m p u t i n g the i n c o m e for f e d e r a l or B r i t i s h C o l u m b i a 

i n c o m e tax purposes tha t w i l l be a l l o c a t e d to H V M and the reby to the 

L i m i t e d P a r t n e r s . In l i e u of a d e d u c t i o n for M i n e r a l R e s o u r c e Tax , the 

f e d e r a l (but not the B r i t i s h C o l u m b i a ) i n c o m e tax ru l es p rov ide for a 

r e source a l l o w a n c e d e d u c t i o n by H M C of 25 % of de f ined r esource p ro f i t s . 

D i s p o s i t i o n of U n i t s 

A L i m i t e d P a r t n e r w i l l be a c q u i r i n g a pa r tne r sh ip i n t e r e s t , w h i c h w i l l 

g ene ra l l y be t r e a t e d as c a p i t a l p r ope r t y fo r C a n a d i a n i n c o m e tax purposes, 

unless the L i m i t e d P a r t n e r is c ons ide r ed to be a t r ade r or dea l e r i n 

s e c u r i t i e s or has a c q u i r e d the U n i t f o r purposes of r esa le r a t h e r than to 

ho ld i t as an i n v e s t m e n t . A d i spos i t i on by a L i m i t e d P a r t n e r of his 

pa r tne r sh ip in t e r e s t in H V M o c c u r s on a sa le or g i f t of the U n i t , upon 

d i s so lu t i on of H V M , or on the d i s s o l u t i o n or d e a t h of the L i m i t e d P a r t n e r . 

A d i spos i t i on by a L i m i t e d P a r t n e r of his pa r tne r sh ip in t e r e s t in H V M 

w h i c h he holds as c a p i t a l p r ope r t y may r e su l t in a t axab l e c a p i t a l ga in or 
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an a l l o w a b l e c a p i t a l loss . A t axab l e c a p i t a l ga in wou ld be one -ha l f of the 

amoun t , i f any, by w h i c h the proceeds of d i spos i t i on of the in t e r e s t e x c e e d 

the L i m i t e d P a r t n e r ' s a . c .b . the reo f and an a l l owab l e c a p i t a l loss wou ld be 

one -ha l f o f the amoun t , i f any, by w h i c h the a .c .b . the reo f exceeds the 

proceeds of d i spos i t i on . The t axab l e c a p i t a l ga in is i n c luded in i n c o m e 

sub jec t to t a x . A n a l l o w a b l e c a p i t a l loss may be deduc t ed on ly aga inst 

t a xab l e c a p i t a l ga ins , e x c ep t that the t a xpaye r who is an i n d i v i d u a l may 

deduc t c a n - $ 2,000 per annum even i f he has no t axab l e c a p i t a l ga in in 

the y ea r . The re is a one y ea r c a r r y back and an inde f i n i t e c a r r y f o r w a r d 

for u n u t i l i z e d a l l o w a b l e c a p i t a l losses . The a .c .b . o f the in t e r e s t inc ludes 

the o r i g i n a l s u b s c r i p t i o n p r i c e and i t w i l l be i n c r eas ed by his share of 

pa r tne r sh ip i n come a l l o c a t e d to h i m . The a .c .b . w i l l be r educed by his 

share o f any pa r tne r sh ip losses a l l o c a t e d to h i m , C D E a l l o c a t e d to h im 

(whether or not d educ t ed by h im in c o m p u t i n g i n c o m e subject to tax) and 

d i s t r i b u t i o n s to h i m . The a . c .b . w i l l be ad justed to t ake in to a c coun t 

d i f f e r ences be tween the d i s a l l o w e d M i n e r a l R e s o u r c e T a x and the r esource 

a l l o w a n c e d e d u c t i o n . A n y undeduc t ed C C D E and ea rned dep l e t i on base 

a l l o c a t e d to a L i m i t e d P a r t n e r r e m a i n w i t h the L i m i t e d P a r t n e r and are 

not t r a n s f e r r e d to a person a c q u i r i n g the i n t e r e s t in H V M f r om the 

L i m i t e d P a r t n e r . 

C a n a d i a n i n c o m e tax l e g i s l a t i on r equ i r es a person not r es ident in C a n a d a 

to i nc lude in his i n come subject to C a n a d i a n tax a t axab l e c a p i t a l ga in 

a r i s i n g on the d i spos i t i on of c a p i t a l p rope r t y that is " t a x a b l e C a n a d i a n 

p r o p e r t y " . The U n i t in H V M w i l l c o n s t i t u t e " t a x a b l e C a n a d i a n p r o p e r t y " i f 

at any t i m e dur ing the 12 months i m m e d i a t e l y p r e c ed ing the d i spos i t i on of 

the U n i t : 

(a) the f a i r m a r k e t va lue o f the in t e r e s t in H M C he ld by H V M was not 

less than 50 % of the aggrega te o f the f a i r m a r k e t va lue of a l l 

H V M prope r t y and the amount of money of H V M on hand at tha t 

t i m e ; and 

(b) the f a i r m a r k e t va lue of the m i n i n g r i gh ts and dep r e c i ab l e p rope r t y 

he ld by H M C was not less than 50 % of the aggrega te of the f a i r 

m a r k e t va lue of a l l H M C p rope r t y and the amount of money o f 

H M C on hand at tha t t i m e . 
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D e d u c t i b i l i t y o f Expenses , borne d i r e c t l y by the P a r t n e r 

Interes t expenses i n c u r r e d outs ide the pa r tne r sh ip but in c o n n e c t i o n w i t h 

the i n v e s t m e n t i n i t , w i l l be d educ t i b l e for f e d e r a l and p r o v i n c i a l i n c o m e 

t ax purposes . H o w e v e r , i t wou ld be r ega rded as C a n a d i a n source in t e r e s t 

and be sub jec t to a C a n a d i a n 25 % w i t h h o l d i n g tax w i t h r espec t to such 

d e d u c t i b l e i n t e r e s t pa id to a non - r es iden t . The r e might be a r e d u c t i o n or 

even an e x e m p t i o n a va i l ab l e under the r e l e van t t ax c o n v e n t i o n . 

O t h e r expenses in c o n n e c t i o n w i t h the pa r tne r sh ip in t e r e s t , e.g. c o n s u l t i n g 

fees, may not be d educ t i b l e as business expenses for C a n a d i a n i n c o m e tax 

purposes . 

Taxe s in event o f d ea th 

In C a n a d a there is no i n h e r i t a n c e t a x . Howeve r , for i n c o m e t ax purposes 

there is a deemed d i spos i t i on by an i n d i v i d u a l o f assets owned at the date 

o f his d e a t h . The tax w i l l be payab le by the e s ta t e (see page 57 above) . 

T a x r e tu rns 

E a c h L i m i t e d P a r t n e r that is a c o r p o r a t i o n w i l l be r equ i r ed to f i l e C a n a ­

d i an i n c o m e and c a p i t a l t ax r e tu rns for e a c h t a x a t i o n y ea r i n w h i c h i t is a 

pa r tne r i n H V M . The r e tu rns a re due s ix months a f t e r the end of the 

t a x a t i o n y ea r . Taxe s are payab le i n t w e l v e mon th l y i n s t a l m e n t s c o m m e n ­

c i n g w i t h the f i r s t mon th of the t a x a t i o n y ea r to w h i c h the taxes r e l a t e . 

The i n i t i a l i n s t a l m e n t s may be based on the tax for the prev ious y ea r . 

E a c h L i m i t e d P a r t n e r tha t is an i n d i v i d u a l w i l l be r e qu i r ed to f i l e C a n a ­

d i an i n c o m e tax r e tu rns for e a c h ca l enda r y ea r i n w h i c h he has business 

i n c o m e subjec t to t ax in C a n a d a . The r e tu rns a re due by A p r i l 30 of the 

y ea r f o l l o w i n g the y ea r in w h i c h the i n c o m e is ea rned . Q u a r t e r l y i n s t a l m e n t 

paymen t s of t ax are r equ i r ed in e a c h year , based on the tax for the 

p rev i ous year , on M a r c h 31, J u n e 30, S ep t embe r 30 and D e c e m b e r 31, w i t h 

the ba l ance of tax due on f i l i n g the r e t u r n . 
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H V M w i l l p rov ide L i m i t e d P a r t n e r s w i t h the i n f o r m a t i o n as to business 

i n c o m e or loss tha t w i l l be r e qu i r ed for f i l i n g the above r e tu rns . 

O n request , ass i s tance in the p r e p a r a t i o n of t ax r e tu rns for L i m i t e d 

P a r t n e r s may be a r r anged . 



Exhib i t A 

T A X A T I O N I N T H E 
F E D E R A L R E P U B L I C O F G E R M A N Y 

Canada - Germany Income Tax Convention (the "Treaty" ) 

Where the Treaty has rules appl icab le to a given set of 
circumstances and those ru les are in c o n f l i c t with the 
domestic Canadian or German income tax l e g i s l a t i o n , 
the rules provided by the Treaty w i l l apply. 

At present, the Tax Convention dated June 4, 1956 
("present Treaty" ) i s in e f f ect . However, a new agree­
ment ("new Treaty" ) dated Ju ly 17# 1981, has been 
negotiated between the two countr ies but not r a t i f i e d 
by e i ther government. 

Both, the present and the new Treaty provide that 
Canada may impose i t s income taxes on the share of the 
Canadian business p r o f i t s of an undertaking accruing to 
a L imited Partner who is a German res ident ind i v idua l 
or corporat ion where the undertaking c a r r i e s on business 
in Canada through a Canadian permanent establishment. A 
permanent establishment i s defined to include a mine or 
an o f f i ce and a permanent establishment i s deemed 
to be in a place where there i s an agent who has and 
exerc ises general author i ty to negotiate and conclude 
contracts on behalf of the undertaking. These prov is ions 
enable Canada to tax a Limited Partner on h i s share of 
the income of HVM as described under "Taxation in 
Canada" . 

. . / 2 . . 
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The present Treaty provides that a German resident i n d i ­
v idua l or corporat ion is exempt from Canadian tax on a 
gain from the sa le , t ransfer or exchange of a c ap i t a l 
asset , unless the c ap i t a l asset const i tutes immovable 
property or the gain is a t t r ibutab le to a permanent e s t ­
ablishment in Canada. Under th i s p rov i s ion a German re ­
s ident might be exempt from the Canadian tax otherwise 
e x i g i b l e on a taxable c ap i t a l gain a r i s i ng on d i spos i t i on 
of a Unit of HVM. The new Treaty s p e c i f i c a l l y addresses 
the taxat ion of the gain on d i spos i t i on of a partnership 
i n t e r e s t , and provides that Canada may tax such a gain r e ­
a l i z ed by a German resident i f the value of the partnership 
in te res t i s derived p r i n c i p a l l y from immovable property s i ­
tuated in Canada. It would thus appear that a gain on the 
d i s p o s i t i o n of a Unit of HVM by a German resident would be 
subject to Canadian tax under the new Treaty in the manner 
described above under the heading "D i spos i t i on of Un i t s " . 
The p rov i s i on of the new Treaty s h a l l have ef fect for taxa­
t i o n years beginning on or a f ter the f i r s t day of January 
in the calendar year in which the new Treaty i s r a t i f i e d . 

In both the present Treaty and the new Treaty , Germany has 
agreed that i t w i l l exclude from the basis on which i t s 
taxes are imposed, the business income of a German resident 
i n d i v i d u a l or corporation from sources within Canada which 
according to the Treaty , may be taxed in Canada. However, 
under the new Treaty Germany does not exclude from German 
tax income that qua l i f i e s as business income for German tax 
purposes but is not taxed as business income by Canada. This 
p rov i s i on of the new Treaty takes ef fect for taxes which are 
l ev ied for the calendar year in which the new Treaty i s r a ­
t i f i e d . 
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Under the new Treaty , Germany a lso agrees to exclude 
from the basis on which i t s taxes are imposed any item 
of c a p i t a l s i tuated w i th in Canada which, according to 
the new Treaty , may be taxed in Canada. However, 
Germany reserves the r i ght to take into account in the 
determination of i t s rate of ind iv idua l income taxation 
any income or c a p i t a l so excluded. 

As described above, a non-Canadian corporat ion carrying 
on business in Canada i s , in add i t ion to the income 
taxes, taxable at 25 % on the amount by which the net 
a f ter tax income of the Canadian business for the year 
exceeds a prescribed allowance respecting increased 
investment in property in Canada. The rate of t h i s 
branch tax i s reduced to 15 % where the non-Canadian 
corporat ion is resident in Germany. Under the proposed 
Canada-Germany tax convention, the Canadian branch 
earnings of a German corporat ion w i l l be exempt from 
the branch tax up to the amount of $ 500,000 on an 
accumulated bas is . This p rov i s i on of the new Treaty 
s h a l l have ef fect for taxat ion years beginning on or 
a f ter the f i r s t day of January in the calendar year in 
which the new Treaty i s r a t i f i e d . 

Determination of Business Income or Loss 

HVM w i l l compute i t s income or loss according to the Ger­
man tax rules for each f i s c a l period ending October 15. 
The L imited Par tner ' s share of t h i s income or loss w i l l 
then be taken into account for German tax purposes, 
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as out l ined above, in the taxat ion year that includes 
the HVM f i s c a l period end. 

HVM's income or loss for a f i s c a l per iod ending Octo­
ber 15 w i l l include i t s share of the Highmont Partnership 
income or loss for the Highmont Partnership f i s c a l 
per iod that ended in the HVM f i s c a l pe r iod . HVM w i l l 
compute i t s share of the Highmont income or loss for 
t h i s purpose by deducting from i t s share of mine 
production revenues i t s share of operating expenses, 
deprec iat ion on the bu i ld ings , s t ruc tures , machinery 
and equipment (on a basis that w i l l amortize the cost 
over the useful l i f e of the asset ) , i n te res t on the 
operating loans and the B r i t i s h Columbia Mineral 
Resource Tax. HVM w i l l deduct i t s own expenses for the 
per iod such as the annual fee and expenses payable to 
MNR, i n t e r e s t on the Term Loans, in te res t on bank i n ­
debtedness and deplet ion on the cost to HVM of the i n ­
te rest in the Highmont resource property. In i t s f i r s t 
f i s c a l per iod HVM w i l l deduct the expense incurred 
i n the course of issuing or s e l l i n g s Units of HVM, 
inc lud ing the Agent 's commission; however, i t i s 
poss ib l e that the German au tho r i t i e s w i l l require that 
th i s expense be cap i t a l i z ed and amortized over a period 
of time. 

In t r ans l a t ing the HVM Canadian currency accounts into 
German currency for purposes of the German tax accounts, 
operating income and expenses and current assets and 
l i a b i l i t i e s w i l l be converted at current average 
exchange rates ; long term assets and l i a b i l i t i e s and 
deductions for depreciat ion and dep let ion w i l l be 
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converted at the rates of exchange in e f fect when the 
asset was acquired or the l i a b i l i t y incurred . Realized 
exchange gains or losses w i l l be included in the 
computation of income or l o s s . 

Business expenses borne by a Limited Partner are 
d i r e c t l y to be considered in determination of the 
income or loss for German tax purposes. HVM has to 
include the business expenses paid by the partners 
d i r e c t l y in the German Partnership Information Tax 
Return. 

Taxation of Indiv idua ls 

As discussed above, the business income of HVM that i s 
a l located to a Limited Partner resident in Germany w i l l 
be subject to Canadian tax and w i l l be excluded from 
income subject to German tax. Although excluded from 
income subject to German tax, the Canadian source bu s i ­
ness income, computed according to German tax ru l e s , 
w i l l be taken into account in Germany in determin­
ing the tax bracket to be appl ied to the non-excluded 
( i . e . German source) income of the Limited Partner. 
The German tax e f fect w i l l not be mater ia l in the case 
of a German resident whose German source income 
already places him in the highest tax bracket. 

Since the Limited Par tner ' s business income from HVM 
w i l l be excluded from income subject to German tax, any 
losses from t h i s source w i l l general ly not be deductible 
for German tax purposes. However, there i s p rov i s i on , 
upon spec i a l app l i c a t i on , for the deduction of foreign 
l o s ses . Such losses must be determined according to the 
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German tax rules and are only deduct ib le to the extent 
they are not of fset by income from other permanent 
establishments in the same country. Where losses have 
been deducted, future income from permanent e s t a b l i s h ­
ments in the same country up to the amount of the 
losses has to be included in taxable income. A f ter such 
recapture of l osses , further income would again be 
excluded from income subject to German tax (except for 
the ef fect on the tax bracket ) . 

HVM or the combined group of German investors w i l l be 
required to f i l e a German Partnership Information Tax 
Return. The dec i s ion as to whether or not to e l ec t to 
claim a loss deduction w i l l be made by each investor . 
(The return on investment to a German investor in HVM 
i s not predicated on the d e d u c t i b i l i t y of s t a r t -up 
l o s ses , i f any). 

Taxation of Corporations 

A l so corporations income from HVM i s exempt under the 
Treaty and therefore, no corporat ion income tax and 
trade tax on income is l ev ied on t h i s income provided 
such income is retained in the German corporat ion. I f 
the HVM income i s r ed i s t r i bu ted as a d iv idend, i t i s 
subject to the normal 36 % corporat ion income tax 
rate on the grossed-up basis under the imputation 
system. 

In add i t ion , withholding i s made at the rate of 25 % 
on dividend payments ( c ap i t a l y i e l d s tax ) . 

I f the r e c i p i en t shareholder i s a German res ident the 
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36 % a l l ocab le corporat ion income tax and the 
c a p i t a l y i e l d s tax paid w i l l qua l i f y as an imputation 
c red i t against the resident shareholder ' s personal 
tax l i a b i l i t y . 

I f the r ec ip i ent shareholder is a non-resident and has 
no permanent establishment in Germany the income tax i s 
s a t i s f i e d by having paid the c a p i t a l y i e l d s tax and the 
above corporat ion income tax w i l l be refunded upon 
app l i c a t i on . Under some tax t r e a t i e s , e .g . with the 
United States , France and Switzer land, the c a p i t a l 
y i e l d s tax might be reduced from 25 % to 15 %. 
To obtain th i s reduction the taxpayers have to 
make app l i ca t i on to the tax au tho r i t i e s . 

D i spos i t i on of Partnership Interest 

For German tax purposes, the Units w i l l comprise the 
in te res t of a partner in a partnership carrying on 
business in Canada. A d i s p o s i t i o n of the interest may 
resu l t in a gain i f the proceeds of d i s p o s i t i o n exceed 
the tax bas i s , or a loss i f the tax basis exceeds the 
proceeds of d i spos t ion . The tax basis includes the 
o r i g i n a l cost of the Units and i s increased by the 
Limited Par tner ' s share of HVM income a l located to him. 
The tax basis is reduced by the L imited Par tner ' s share 
of HVM losses a l located to him and d i s t r i b u t i o n s made 
to him. 

I f the partnership interest is considered an in te res t 
in business assets in Canada, then any gain r e su l t i ng 
from a d i s p o s i t i o n of the in te res t w i l l be regarded as 
income from a permanent establishment in 
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Canada and consequently excluded from German taxation 
except for determining the tax bracket to be applied to 
German source income. Any loss a r i s i ng on the d i spos i t i on 
of the interest can be claimed as a deduction for 
German tax purposes to the extent i t exceeds the income 
in the year from permanent establishments in Canada. 
Where losses have been deducted, any future income 
from permanent establishments in Canada up to the 
amount of the losses has to be included in taxable 
income. 

However, the German au thor i t i e s may take the pos i t i on 
that the partnership interes t is a business asset 
separate from the Canadian permanent establishment; 
i f t h i s pos i t i on i s upheld, a gain r e su l t ing from a 
d i s p o s i t i o n of the interest would, under German law, be 
included in income subject to German tax. The new 
Treaty dated Ju ly 17, 1981, provides that Germany w i l l 
not impose i t s taxes on an item of income or gain of a 
German resident i f according to the Treaty the income 
or gain may be taxed in Canada. As discussed above i t 
would appear that Canada would be e n t i t l e d , under the 
terms of the new Treaty , to impose tax on a gain on the 
d i s p o s i t i o n of an interest in HVM. This p rov i s ion of 
the new Treaty s h a l l have ef fect for taxat ion years 
beginning on or a f ter the f i r s t day of January in the 
calender year in which the new Treaty i s r a t i f i e d . 

Inheritance and G i f t Taxes 

The in te res t in HVM w i l l be subject to German i n h e r i ­
tance or g i f t tax i f the partner i s a German resident 
at the time of his death or when making the g i f t . 
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Canadian income tax charged on deemed gains w i l l 
normally be treated as a deduction from the value of 
property outside Germany. 



Exhib i t C 

T A X A T I O N I N S I N G A P O R E 

Income from Canadian investments i s not taxable in 
Singapore i f i t i s not remitted to Singapore. I f i t is 
remitted to Singapore tax w i l l be lev ied at the rate of 
40 % for corporations and 4 % to 45 % for i n d i v i d u a l s , 
based on taxable income (gross income less expenses and 
c ap i t a l ga ins ) . 

Taxes paid in Canada are allowed as a c r ed i t against 
the Singapore tax payable. 

If the HVM income of the Singapore corporat ion i s 
r e d i s t r i b u t e d , taxat ion i s as fo l lows: 

I f the r ec ip i en t shareholder is a non-resident of 
Singapore, there w i l l be no tax other than the 40 % 
corporation income tax, e .g . no withholding tax. 

If the r ec ip i en t shareholder is a res ident , the 40 % 
allowable corporat ion income tax w i l l qua l i f y as an 
imputation c r ed i t against the resident shareholders 
corporat ion income tax or personal income tax l i a b i l i t y . 

Indiv iduals domici led in Singapore w i l l be subject to 
estate duty on the i r propert ies inc luding in te res t in the 
Canadian partnership upon death. The tax rate a f te r ce r ­
ta in exemptions, which can be very sub s t an t i a l , ranges 
from 5 % to 60 %. 



Exhib i t D 

T A X A T I O N I N S W I T Z E R L A N D 

Canada - Switzerland Income Tax Convention 

The Double Taxation Convention between Canada and Switzer ­
land (the "Convention") defines in A r t . 3(1)(e) the term 
"enterpr ise of one of the contract ing states" as an enter ­
pr i se ca r r i ed on by a res ident of one of the contract ing 
states . According to Swiss doctr ine and p r a c t i c e , a p a r t ­
nership establ ished or organized under the law of a c e r t a in 
state has i t s domici le in t h i s same state (Convention A r t . 
4(1) second sentence). Hence, Convention A r t . 7 app l icab le 
to the p r o f i t of a Canadian l imi ted partnership . According 
to Convention A r t . 7(1) , such p ro f i t is only taxable in Ca ­
nada, unless the partnership i s engaged in trade or b u s i ­
ness through a permanent establishment within Switzer land. 

Taxation of Ind iv idua ls 

In Switzer land, i t i s normally not the partnership but the 
partners that are taxed. In r e l a t i o n to Canada, the p a r t i c i ­
pation of a Swiss domici led person in a Canadian partnership 
i s treated as a permanent establishment. Therefore: Shares 
in the p r o f i t s of a partnership are not taxable, but are 
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taken in to account for the determination of the tax rate 
appl icab le to the other income. As discussed above HVM's i n ­
come or loss for a f i s c a l period ending October 15, w i l l i n ­
clude i t s share of the HMC income or loss for the HMC f i s ­
ca l period that ended in the HVM f i s c a l per iod . This i n ­
come or loss a l l oca ted to a l imited partner w i l l be taken 
into account in Switzer land in determining the tax bracket. 

An appeal i s present ly pending in the Swiss federa l court 
concerning the problem of whether or not losses due to the 
p a r t i c i p a t i o n in a ( foreign) partnership may be of f against 
the other, Swiss, income. The cantonal appeal commission 
only agreed in i t s respect ive dec is ion to take into account 
such losses for the determination of the tax ra te . 

The shares in a partnership are normally not subject to the 
net wealth tax (only l ev ied by the cantons) . They are, how­
ever, l ikewise taken into account for the determination of 
the tax rate app l icab le to the other, Swiss, net wealth which 
i s subject to taxat ion in Switzer land. 

Taxation of Corporations 

With respect to the domici le and to the a t t r i b u t i o n ru l e s , 
the same consequences as for ind iv idua l s ensue. This appl ies 
a lso to the method of avoiding double taxat ion (exemption 
with progression clause for income tax ) . Losses are deduct­
i b l e . 
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D i spos i t i on of Partnership Interest 

A c a p i t a l gain from d i spo s i t i on of HVM in te re s t i s not tax­
able in Switzer land. 

D e d u c t i b i l i t y of expenses 

Interest 

This problem i s not a subject-matter of Convention. Accord ­
ing to the intercantona l double taxat ion p r a c t i c e , which i s 
normally app l icab le to internat iona l r e l a t i onsh ip s in the ab­
sence of divergent p rov i s i ons , debts and in te re s t on debts 
s h a l l , contrary to a general p r i n c i p l e , not be a l l oca ted to 
pa r t i c i p a t i ons in l imi ted partnerships . The s i t u a t i o n i s un­
ce r ta in with respect to loans avai led of for the purpose of 
f inancing the share of a l imi ted partner . In a court d e c i ­
sion of 1934, t h i s issue was brought up, but not s e t t l e d . 
In a court dec i s ion of 1953, such a l l o c a t i o n to the share 
of a l im i t ed partner was, on s imi l a r f a c t s , not admitted. 
We have no knowledge of any more recent dec i s i ons . 

9°.J}§ul £ AD £Lf 

Corporations are e n t i t l e d to deduct such fees. With respect 
to i nd i v i dua l s , the Swiss pract ice i s very r e s t r i c t e d . In ­
vestment and tax consu l t ing fees are nevertheless normally 
deductible i f they have been incurred in connection with 
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business a c t i v i t i e s . In the above-mentioned case pending 
with the Swiss federal court , the tax administrat ion stated 
that the shares in the foreign l imited partnership were 
e f f e c t i v e l y p r i v a t e l y held investments. According to th i s 
point of view, such costs would not be deductible in Switzer ­
land. 

Inheritance and G i f t Taxes 

I Hi I2<? u 2 i A 21} 

Amounts received by inher itance and donation are exempt from 
the ordinary income-tax. They are subject to the estate or 
the g i f t tax, r e s p e c t i v e l y , i f any. It i s up to the can­
tons, whether or not they levy one or both of these taxes. 
Therefore, not a l l the cantons of Switzerland levy estate 
and/or g i f t taxes. Further , the respective tax burden as 
well as other l ega l prov is ions d i f f e r among the cantons. 
The canton in which the testator or donator was domici led 
at the moment of death or donation is e n t i t l e d to levy the 
tax. However, the taxat ion of rea l estate i s up to the can­
ton in which the r e a l estate is located. 

£ 2!Pm§J}fc „ °Q f§.2 £ §-?D§ D t i2D§ ̂  - §!?2 

It resulted from inqu i r i e s with the Zurich cantonal tax 
au thor i t i e s that the canton of Zurich l e v i e s an estate or 
g i f t tax in case somebody receives a share in a Canadian 
l imi ted partnership through inheritance or donation, i f the 
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testator or donator was domiciled in the canton of Zur ich at 
the moment of death or of such donation. The tax amount i s 
computed according to intercantonal double taxat ion p r a c t i c e , 
as there i s no convention between Canada and Switzerland for 
the avoidance of double taxation with respect to estate and 
g i f t taxes. Therefore, the share of the l imi ted partner i s 
divided into a share in the movables (personal property: 
current assets , c a r s , machines, etc . ) and a share in the 
immovables ( r ea l property: r ea l estate , bu i l d ing s , mines, 
e t c . ) . In the canton of Zur ich , only the share in the mov­
ables is taxable . This ru le i s appl ied whether or not Canada 
imposes estate of g i f t taxes on the t ransferred in te res t in 
the immovables of the l imi ted partnership . Book values i n ­
c luding hidden reserves are the basis for computing the tax. 

in the canton of Zurich 

for the f i r s t s. f r . 10,000 2 percent 
for the next s. f r . 20,000 3 percent 

n n t i s. f r . 30,000 4 percent 
ti n II s. f r . 60,000 5 percent 
II n II s. f r . 160,000 6 percent 
II n n s. f r . 220,000 7 percent 

for port ions in an i n h e r i -
tance exceeding 

s. f r . 500,000 6 percent 
whole por t ion 
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the tax amount is mu l t i p l i ed according to the degree of re la­
t i onsh ip , as fo l lows: 

ch i l d r en , grandchi ldren, great -grand­
ch i l d r en , adopted ch i ldren and the i r 
descendants ( i f adopted before the 
age of 25): 

amount as computed 
above 

parents, grandparents, foster parents 
( i f adoption before the age of 25), 
adopted ch i l d ren ( i f adopted after the 
age of 25): 

double amount 

brothers and s i s t e r s , brothers and 
s i s t e r s by adoption and foster parent 
( i f adoption a f te r the age of 25) 

t r i p l e amount 

s tepch i ld ren , stepfather and step­
mother 

four times amount 

uncle , aunt and descendants of brothers f i ve times amount 
and s i s t e r s 

- spouses no tax 

admitted deductions: 

- c h i l d r e n , grandchi ldren, great -grand- s . f r . 30,000 
c h i l d r e n , patrimony 

- descendants younger than 18 or needing s . f r . 40,000 
permanent care or custody 



7 

- brother , s i s t e r , brother and s i s t e r by s . f r . 5,000 
adoption, grandfather and grandmother, 
persons engaged to be married, godchi ld , 
employee, foster c h i l d 

- appropriat ions for educational or r e - s . f r . 5,000 
l i e f purposes to other persons are 
tax free up to an amount of 

Pract ice and f i s c a l burden in the canton of Geneva 

Pract ice 

Contrary to the canton of Zur ich , the tax au thor i t i e s of the 
canton of Geneva take the pos i t i on that the en t i r e value of 
the share in a l im i ted partnership (movables and immovables) 
i s subject to the estate and g i f t tax. Only rea l estate l o ­
cated outside the canton and belonging d i r e c t l y to the t e s t a -
tor/donator (not through h is share in the l im i ted par tner ­
ship) i s tax exempt. The Geneva tax au tho r i t i e s are aware 
that t h i s p r ac t i c e may cause an intercantonal and in te rna ­
t i o n a l double taxat ion . 
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J?urden 

Tax rates (not inc luding the so - ca l l ed annual "centimes add i -
t i o n e l s " ) : 

- descendants and ascendants re lated 2 - 7.8 percent 
by blood (up to 3rd generation) 

- spouse with ch i l d ren 2 - 6 percent 

- spouse without ch i ld ren 7 -11 percent 

- brothers and s i s t e r s 6 - 1 1 percent 

- uncles , granduncles, aunts, grand-
aunts, nephews, grandnephews, nieces 
and grandnieces 8 - 1 3 percent 

- a l l other persons 20 -26 percent 

Communal_Tax 

There i s no communal tax and there i s a lso no p a r t i c i p a t i o n 
i n the cantonal proceeds within the spectra mentioned above. 
The tax rate depends upon the amount i nhe r i t ed . 



Exh ib i t E 

T A X A T I O N I N T H E 
U N I T E D K I N G D O M 

Canada - United Kingdom Income Tax Convention 

For UK income tax purposes income earned in Canada by 
UK res idents is taxable in the United Kingdom. The 
Canadian income tax paid i s c r e d i t i b l e against the 
income earned. 

General 

2*LTl§ îD9_QP§£££i2!3s. 

It i s to be assumed for the purpose of t h i s de sc r i p t i on 
memorandum that the Canadian partnership trades wholly 
outside the UK. 

The basic ru le i s that a UK tax resident (whether 
ind iv idua l or corporate) i s l i a b l e to UK tax on world 
wide t rading p r o f i t s . The exception to t h i s ru le i s 
that B r i t i s h subjects resident but not o r d i n a r i l y 
res ident in the UK, and UK res idents not domici led in 
the UK are l i a b l e to UK tax on overseas p r o f i t s by 
reference to the amounts remitted to the UK. 
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In the case of t rading p r o f i t s derived from an overseas 
partnership i t i s necessary to adjust the accounts 
p ro f i t in accordance with UK tax concepts to determine 
the UK pa r tne r ' s share of p r o f i t s assessable to UK tax, 
and the bas ic adjustments required w i l l be as fo l lows: 

a. Expenditure is not deductib le for UK tax purposes 
unless incurred wholly and exc lus i ve ly for the 
purposes of the trade. Examples of such d i sa l l ow -
able expenditure are: 

Cap i t a l expenditure (e.g. l e g a l fees r e l a t i n g to 
the purchase of land) 

General provis ions 

- G i f t s , donations 

b. Depreciat ion and amortization is expressly non­
deduct ib le ; i n place of t h i s , c a p i t a l allowances 
are ava i l ab l e for qua l i f y ing c ap i t a l expenditure. 
Most important types in t h i s connection are Mines 
O i l we l l s allowances (MOw) and 100 % f i r s t year 
allowances on tangible equipment. 

c . R e l i e f for abort ive explorat ion expenditure i s 
ava i l ab l e as a deduction from p r o f i t s . This w i l l 
include out lay on searching for , d i s cove r ing , e t c . , 
deposits which are abandoned without the source 
being worked. Re l i e f as a deduction from p r o f i t s 
w i l l a lso be ava i l ab le for the intang ib le costs of 
mining and ex t r ac t i on . However, costs re la ted to 
winning access to deposits are treated as c a p i t a l 
expenditure and w i l l a t t r ac t Mines, O i l we l l s 
allowances. 
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d. Non-trading income, e .g . rents and in te res t i s 
separately i d e n t i f i e d . 

e. Overseas taxes paid where r e l i e f i s allowable by way 
of c r ed i t against UK tax payable. 

£li22§£i2D_!?!:twe^n_the_Pa^tn^r^ 

After a sce r ta in ing the tax adjusted p r o f i t s of the 
partnership based on the accounts in quest ion, the 
appropriate por t ion of the p r o f i t s ( inc lud ing non-
trading income) i s then a l located to each UK res ident 
partner in accordance with the p ro f i t sharing arrange­
ments app ly ing , and ind iv idua l tax assessments are then 
ra ised on the UK partners . 

The usual procedure for UK res ident partners in a 
partnership managed and cont ro l l ed abroad would be for 
the partners to report the i r share of income or loss in 
t h e i r i nd i v i dua l tax returns and agree the f igures with 
t h e i r l o c a l tax d i s t r i c t . Dependent on the number of UK 
res ident partners , i t may be poss ib le to obtain the 
agreement of the Inland Revenue to agreeing the f igures 
on a cent ra l bas is and then informing the partners of 
the amounts to be entered in the i r tax returns . 
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Taxation of Indiv iduals 

Basis of Assessment 

A UK res ident ind iv idua l i s l i a b l e to income tax, and 
l i a b i l i t y a r i ses by reference to each f i s c a l year ended 
5 A p r i l . 

P ro f i t s a r i s i n g for the f i r s t two f i s c a l years member­
ship of an overseas resident partnership would be 
assessable on a current year bas is , and as the partner ­
ship accounting date would not normally correspond with 
the UK f i s c a l year apportionments w i l l be requ i red . 

As regards the th i rd and subsequent f i s c a l years , the 
previous year basis of assessment appl ies (with the 
option of adopting the current year basis for the th i r d 
year of assessment i f b e n e f i c i a l ) . Where the previous 
year bas is app l ies , the assessment i s in p r ac t i c e based 
on the tax adjusted acounting p r o f i t of the accounts 
ending in the previous f i s c a l year. Thus i f a par tner ­
ship made up i t s annual accounts to 31 December, on a 
previous year basis the accounts to 31 December 1981 
would normally form the basis of assessment for the 
f i s c a l year 1982/83 (year ended 5 A p r i l 1983). 

Where an i nd i v i dua l leaves the partnership the tax 
assessment for the f i n a l f i s c a l year of assessment w i l l 
be adjusted to actual bas i s , and a s i m i l a r adjustment 
may be required as respects the penultimate f i s c a l 
year. 
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For UK tax purposes a res ident ind iv idua l partner i s 
e n t i t l e d to a spec ia l deduction of one quarter of his 
share of the tax adjusted trading p r o f i t s ; t h i s deduc­
t i o n does not apply to a share in passive income, e .g . 
rents and in t e r e s t . 

The maximum income tax rate applying to UK source 
earnings and p r o f i t s i s 60 % and thus with the 25 % 
deduction a maximum rate of 45 % appl ies to the over ­
seas partnership p r o f i t s . 

Where an i n d i v i d u a l ' s partnership involvement i s 
pass ive , h i s share of trading p r o f i t s w i l l a t t r ac t an 
add i t i ona l 15 % investment income surcharge where 
t o t a l investment income exceeds h 5.500. With the 25 % 
deduction the marginal tax rate on passive par tner ­
ship p r o f i t s w i l l be 56.25 %. 

Relief_for_Overseas_Tax 

The p o s i t i o n i s s im i l a r to that for corporate partners 
(see paragraph below). 

The overseas taxes ava i l ab le for c r ed i t are those 
a t t r i bu t ab l e to the p r o f i t s being assessed, i . e . the 
bas is per iod for tax c r ed i t r e l i e f fol lows the basis 
period for assessment. 
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As mentioned the partnership accounting date w i l l not 
correspond with the UK f i s c a l year, but UK Revenue 
au tho r i t i e s w i l l normally be prepared to accept any 
reasonable basis of a l l o ca t ing fore ign tax c r e d i t . 

It should be noted however that the overseas taxes are 
ava i l ab le in f u l l for c red i t against UK income tax 
payable, i . e . these are not abated by 25 %. 

Re l ie f _ for_Losses 

In genera l , because the partnership income i s regarded 
as foreign source income for UK income tax purposes, i t 
i s not poss ib le to of fset such losses cur rent ly against 
other income, except in ce r ta in circumstances against 
other fore ign source p r o f i t s or earnings. 

Usual ly therefore a UK i n d i v i d u a l ' s share of Canadian 
partnership losses can only be ca r r i ed forward for 
o f f set against future trading p r o f i t s derived from the 
par tnersh ip . 

W§§lth_TaxeS 

There i s no wealth tax in the United Kingdom neither 
for ind iv idua l s nor corporat ions. 
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Taxation of Corporations 

Basis^of^Assessment 

A corporate pa r tner ' s share of p r o f i t s from an overseas 
trading partnership i s aggregated with i t s p r o f i t s or 
gains from other a c t i v i t i e s for assessment purposes. 

A UK company i s chargeable to corporat ion tax on i t s 
worldwide p r o f i t s on a current year bas i s , by reference 
to accounting per iods which are a maximum of one year 
and which usual ly correspond with the company's account­
ing date. 

Where, however, the Canadian partnership accounting date 
i s not coterminous with that of the UK corporate partner , 
the company's share of partnership p r o f i t s w i l l be appor­
tioned between i t s accounting periods as necessary. 

For a company with no associated companies, the corpor ­
at ion tax rate on p r o f i t s in excess of h 200,000 i s 
52 %, and t h i s normally becomes due for payment 9 
months from the end of the relevant accounting per iod . 

Relief_for_Overseas_Taxes 

Re l i e f by way of c r ed i t against UK corporat ion tax 
payable i s ava i l ab le for Canadian and other foreign 
taxes l ev ied on the partnership by reference to i t s 
p r o f i t s . 
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Tax c red i t r e l i e f i s r e s t r i c t e d to the corporation tax 
a t t r ibutab le to the Canadian partnership p r o f i t s o r , i f 
l e s s , the corporation tax ac tua l ly payable on t o t a l 
p r o f i t s ( th i s s i tua t i on would a r i se where, for example, 
losses from other trading sources had been used to 
p a r t i a l l y of fset the Canadian source income). 

Where the UK company i s unable to u t i l i z e the foreign 
taxes by way of c r e d i t , e .g . i f a loss arose as respects 
the partnership a c t i v i t i e s , i t i s poss ib le to deduct 
the overseas tax as a trading expense instead. 

It i s not possib le however to carry forward or carry 
back unrelieved overseas tax (with a view to obtaining 
r e l i e f by way of c r e d i t ) . 

Where p r o f i t s are being generated from overseas sources, 
i t may be des irab le for t h i s income to be channelled 
through a UK subsidiary with no UK source income or 
expenses, in order to maximise r e l i e f for overseas tax 
payable. 

Re l i ef_ for_Losse s 

In the event that losses arose on p a r t i c i p a t i o n in the 
partnership , such losses can be ca r r i ed forward for 
of fset against future trading p r o f i t s a r i s i ng from the 
Canadian partnership. It i s l i k e l y that the Inland 
Revenue w i l l not allow such losses to be set o f f against 
other income of the company a r i s ing in that per iod . 
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D i spos i t i on of Partnership Interests 

The d i sposa l of a partnership in te res t has impl icat ions 
both for income tax and c ap i t a l gains tax. The UK 
taxation impl icat ions are extremely complex, but may be 
summarized as fo l lows: 

a. The d isposa l represents a d i sposa l of an undivided 
part interest in the underlying assets of the 
partnership . 

b. The sales proceeds are required to be a l located 
against the sa id assets . 

c . To the extent that assets on which r e l i e f s and 
allowances have been claimed in the past can be 
a l located to a port ion of the proceeds, that 
por t ion i s treated as income and taxed according ly , 
i . e . there i s a recapture of past tax allowances. 

d. The excess of the proceeds over the cost base i s 
treated as a c a p i t a l gain and i s taxed at 30 %. 
(Current ly , the f i r s t h 3,000 of gains for an 
i nd i v i dua l are exempt from UK tax ) . 

D e d u c t i b i l i t y of Expenses 

UK investors , both corporate and i n d i v i d u a l , are un l ike ly 
to obtain any r e l i e f for the in te res t expense a r i s i ng 
in HVM. 
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Capi ta l Transfer Tax ( in case of inher itance) i n the  
United Kingdom 

If a decedent was domici led or deemed to be domici led in 
the United Kingdom c a p i t a l t rans fe r tax a lso appl ies to 
h is property s i tuated in Canada. 

Where there i s a c a p i t a l t rans fer tax charge on a de­
ceased person's Canadian estate , and income tax in 
Canada i s charged on deemed gains which are a t t r i b u t ­
able to property forming part of that estate , the 
Canadian tax w i l l rank as a deduction in a r r i v i ng at the 
value of the estate for c a p i t a l t rans fer tax purposes. 
The Canadian tax w i l l normally be treated as reducing 
the value of property outside the United Kingdom 
whether that property i s l i a b l e to c a p i t a l t ransfer tax 
or not: but i f the Canadian tax exceeds the value of 
that property, the excess w i l l be set o f f against the 
value of the United Kingdom property. 
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