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MINING ENGINEER

1411 26TH AVENUE EAST
SEATTLE, WASHINGTON 98102

September 28, 1971

Mr. William M. Sharp
171 West Esplanade
North Vancouver, B. C.
Canada
Re: Present Value of Royalty Payments that may

Dear Bill: be made to Burden Investmemt Services JinC.,
on Future Production from the oilmonac Mine.

This letter, and the copies of letters and reports that I

am sending under separate cover, will confirm our telephone ar-
rangements for your services to determine the present fair-market

value of the future royalty payments to Burden Investment Services,
Inc., from production of the Silmonac Mine.

l. Copy of letter of July 21, 1971 from Roy N. Figueroa t0
Arthur E. Buller.

2. Copy of Memorandum of September 22, 1971 by Roy N. Fig=
ueroa re the meeting of Kam-Kotia and Burkam officials
in Toronto on September 20, 1971. (The second page of
this memo overlooked in transmission from New York).’ '

3. Copy of letter of September 24, 1971 from Roy N. Figueroca
to We C. Douglass with list of paperswhich I am now for=-
warding to you.

We understand that you will start on the assignment about
October 6, 1971 gnd that your report will probably be ready about’
October 20th. Please send one copy of the report to Roy N. Figuerosa

at the Burden Invesment office in New York; one to Graham Walkey <. :

at the Kam-Kotia office in Toronto; one to Arthur E., Buller, and
one to me. You have given me an estimate of $1200 for your serv-
ices on the examination and reports which is satisfactory to us.
I shall telephone Bill Hogg that you will be doing this for us

and that it has been cleared with Arthur White and Graham Walkey.

Please let me know if you need any furter information.

Kindest personal regards and Fhepe—bhet I hope that you,
Art and I, with our wives,,will be able to have a Kelowna reunion
Biring the week of the C.I.M.M. meeting.

Sincerely,

T DT D Fosha,,
wch/d . WeC. Douglass

Copy: Roy N. Figueroa
Arthur E. Buller
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Burden Investors Services, Inc., %ﬂﬁ’~ﬁ%\ -
630 Fifth Avenue, Wﬂbﬁ@ﬂﬁa ‘¢po
New York, N.Y., 10020, | Ge st U0
o750 Vet <
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Re: Silmonac & Kam-Kotia - Burkam Joint Venture |ﬁw%ks
4
Dear Roy: ,Jﬁ
”6

I have seen your letter of September 7; 1971, to 4?'

{E
Mg

Art white and look forward to our meeting on September 20 pO f*zﬂ

: (12
~here in Toronto. p‘;v"epeé)
In regard to your preliminary agenda for this meet- Pﬁw Me’
ing, I thought I might give you some data in advance. 4yc9ﬂﬂﬁ
o

T

in fegard to the U.S. 10% import surcharge, this
applies to lead and zinc only, and, not silver. The sur-
charge will probably be 1.0 cent/l1b. of dutiable zinc and
0.75 cents/lb. of dutiable lead, although this is not an
official ruling. If the surcharge had been in effect for
all of 1971, Silmonac's income would have been reduced by
$41,400. We estimate the future reduction in income will
be about $6,000 to $7,000 per month, depending, of course,
on mill heads and production tonnage.

The drop in silver price to a current $1.40 per
ounce from a price of about $1.60 is a serious matter.
For August, this reduces income by about $12,000.

MINE OFFICE: BOX 200, TIMMINS, ONTARIO ° COBALT REFINERY OFFICE: R.R. 1, COBALT, ONTARIO
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At this time, at current conditions and metal prices,

we need mill heads of 12 ounces silver, 4.5% Pb. and 4.5%
Zn. to break even, i.e., cover production costs.

Mr. Roy N. Figueroa.

=

There is no possibility of marketing the lead and
zinc concentrates in Canada, and, even with the surcharge,
our current marketing arrangement is very favourable in
light of present marketing charges being negotiated. ﬂjgé/
W/
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In regard to ore reserves, we have enough ore 40,$//
v
o

-

developed to maintain production for 6 - 9 months, and this
does not include ore in pillars, which of course, must be
left in place for the time being. We are taking steps to
increase the scale of exploration and development. 0

o

35

2 2o
. L
‘One other item, a new labour agreement, must be iq
negotiated as current agreement terminates 25 October, .
1971. The Union is asking for a major increase, as is
their pattern. However, a new agreement will likely add
about $3,000 to $3,500 per month to monthly production

costs. i
We look forward to seeing you on September 20.
Yours very truly,
KAM-KOTIA MINES LIMITED,
G. We
Vice-President & General Manager.
GwWw/cd
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Burden Investors Services, Inc.
630 FIFTH AVENUE

NEW YORK, N. Y. 1002¢
Telephone: (212) 489-1200

September 24, 1971

Mr. W, C. Douglass
1411 26th Avenue East
Seattle, Washington 98102

Dear Bill:

In order to help Bill Sharp in his evaluation of the
production payment, I am sending you xerox copies of the
following papers which you may make avallsble te him:

l. Mortgage agreement and related zmendments;
2. Auvgust 1971 report on operalions;

3. ZXerox coples of each month's producticn
figures which accompany the Joint Venture's
monthly financial gtatements.

Undoubtedly there will be other documents, reportis,
ete. which Bill Sharp may need, bubt these can be made available
to him at the mine or from your files.

I do think that the next time you speak with Bill
Hogg wyou should tell him that we have emploved Bill Sharp for
this purpose and that both Graham Walkey and Arthur White
have agreed to our doing so on the basis that the report will
be private and confidential, and further that they will receive
a copy of it before it is released.  A/u7 »wt; ey eV o oV of

— 7z - - & P
/{l et .a_...c./’(_, o e et v A o
Sincerely yours, .

#Ta’@'*; N Fempsaga,

Roy N. Figueroay)

RiiF:h
Enclosures

ce: Arthur Buller
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Burden Investors Services, Inc.

630 FIFTH AVENUE
NEW YORK, N. Y. 10020

Circle 6-9300

August 25, 1970

Silmonac Mines Limited (N.P.L.)
Suite 416, 25 Adelaide Street West
-Toronlo 1, Ontario

Attention: Mr. G. W, Walkey, General Manager & Director

Dear Sirs:
: Re: BSilmonac Mines Ltd. and Burden Mortgage

Silmonac Mines Ltd. owns Crown granted claims located in the
Kootenay District and Nelson-Slocan assessment district in the Province
of British Columbia. These claims are listed in Part 1 of Schedule A
attached to Mine Operating Agreement dated September 3, 1968, between
Silmonac Mines of first part, Kam-Kotia Mines and Burkam Mines as
"Operators” of second part and Burden Investors Services, Inc. of _ ..«
third part. > i

£ Y
s //// / YA s
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A mortgage, in favor of Burden Investors Services; Inc. in
the amount of $500,000 is registered in the land registry office in

Nelson as a charge against the lands listed in Part 1 Schedule "A" of =

the above agreement, being No. 74242-D. This mortgage,is repayable:
from royalty on preduction as follows - 0.25 times the net smelter
revurn per ton of ore, expressed in dollars up to but not exceeding
a maximum of 12.5%, until the full amount of the mortgage has been
repaid. : !

You have felt that the basis for calculating royalty pay-
ments to repay the "Burden" Morigage is not in the best interests of
Silmenac, or the Lessors, i.e., Kam-Kotia and Burkam Mines and, in
discussions with you and Mr. W. €. Douglass at New Denver it was
suggested that the Royalty payments, when applicable, should be based
on the formula set forth in such Agreement bui further provided that
there should be a maximum Royalty of § 00 per ton. For purposes of
the formula net smelter return per ton{is the net value received for
concentrate production afier paying marketing, freight. smelting and
refining costs, -divided by the number of tone milled, i.e., the ratio
of eoncentration, The ratio of concentration is to he calculated on
a monthly basis, and royalty payments to be made monthly.



Silmonac Mines Limited (N.P.L.)

August 25, 1970

It is my understanding that this amendment is acceptable
to Silmonac Mines Limited. If you accept this proposal, please
acknowledge by signing both copies of this letter, where indicated,

retain one copy for your reference

this office.

Accepted on behalf of

Silmonac Mines Limited

‘By: /Wm
RS i

and return the second copy to

Very truly yours,

BURDEN INVESTORS SERVICES, INC.

B / W
Roy N. Figueroa |

Treasurer
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| WILLIAM C. DOUGLASS
[ 1411 - 26th Avenue. East Seattle, Washington 98102
Ji— Telephone EAst 2-0890



¥
L - RDEN INWVESTIRS SERVICES, i
~ A - 630 FIFTH AVENUE '

BN Rk Rl ' | NEW YORK, N. Y. 10020

Yo duly 2, 15TR

Moy Byt By Baller - o Ul o ey R Do el UL ‘ _ -;
4&. BE. Buller.itd. ot e e S =
Suite 1715 A T e
25 King Street, VWest

Terontol, Canada . R e ;ynjzfx:wEFAQ'/sz
¥ ‘ Lo o

~ Dear Arthur:

We sre presently considering distributing that portion of the
Silmonse praauctiﬂn peyzent which ig cwned by Burden Investors Services,
Ine. to the shareholders of that compsny. The totsl producticn gaynenv
is in the awount of $507,000 snd is payable Qu”Bhaﬂt to the terms of the-
enclosed docwsent. Cﬁ“@fgzxa%m%%hg.¢~ gt X f?ﬂ‘ ﬁ ot )

™

Burden Investors Services, Inc. is the owner of record for the
entire production payment which 1% holda foy itgelf and for the other
.&cthal owaers &s follows

; | .
Burden Investors Services, Imc. _ 83,0029 : '_ﬁf%ﬁ%iﬁég
W..C. Douglass ;:H'f;l- e ;5.35"% 25,000
Eelen E. Berger ‘1':;l“ : 3.203% . 16,315
Rey N. Figueroca o . 1.635d - MMMEL;T)

In order to aussiab
to gharehsldors 5 0 4 |
terminat thn of the waa nt falr-narset valus of the preduction gaymentﬁ;ﬁ?wé?%ﬁ
I would, ikc1c1m¢6, appreciate your advice as to whether you know of & cou- _?-"/
petent independent mining enpinaeyp who wight furaish vuch mn appraisal. Referuf*f¥u

71

o
=]

t
bution cf Burden Inveﬁkars u»;vic 8 iﬂus, W
a de =

ence would have to be moade te the minefs pagt and expected tur“ ﬁ*oﬁupt ion,

as well as to estlueted recoversbls ore reserves., : —J
Y .
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Mr. Arthur E. Buller =P qy}y 2l 1571

\ An eppropriste discount factor (for interest to discount the
Tuture payrents over their expected life and for the risk cleicent) would
heve to be determined based upon & review of the available informistion.

Ve are not interested in an elaborate evaluation and the principcl purpose
of the apprzisal et this tice would be to give us gome indiceticn of the
dollar sxcunt involved. If & 105 discount factor were to be applied end
the presently projected three and one-half year pey-oul used, the valuation

R

would be roughly ss followss > -
% - i s o | oy ) “ " . S o "[.&
,G“ahuf Walkey estimates /) /7 ' - f?ﬁ%‘ff',?ﬁ”rl A
5 4,000 tons of produckion o 47 e L T she “ K
| per wonth and assures that B o S P Tl i) ;
~the moxizum $3.00 per tom |/ e h A R~ o) PVl
royalty would apply. : P.V. Factor - /- Present Valus )
25 2,070 - $14k,000 55 SN 1 L, $130,504 *
: Yaove. T 1hL GO0 D £2.645 - . 115,008
r2.00v L4 000 X" 75.13L ¢ = 108,189
7 00, ever 68,000/ X TL.553 7 e 48,656 - 546,762

Vhetever resuliing present worth was deternined (in Canadian dollers} would
bave to be C“RVEE»QL to U.8. dollars and subject to & value qf 5 %o re=
Llect the l Canaulam Gex witnholding regu+rane“t.
S A e Pt . voolw g‘e A oer
I we do proceed wlth ﬁhe trunsaCuLnn, the appra¢sal would also
serve o support the véluation ghould the transaction be reviewed by the
United States taxing aauhar#tiea.

-y ;_‘w vy = Aty

Before p*o;e¢ding te autbari"e en aﬁﬁr&isal, I would apprﬂciaﬁe 8058
rindiaatlon ag to tha cast wbich might ba invblvea.

Very truly yours,

. _ s o Lo r ' Roy N. Fliguerce
RIF: jm o A ERe LSS feme R T g - TR R e
Enclosure S P S SRR S S i g
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| from’ the desk of
; W. C. DOUGLASS

WILLIAM C. DOUGLASS
1411 - 26th Avenve East Seattle, Washington 98102
Telephone EAst 2-0890
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September 22, 1971

Memorandum for Files 7 g

Re: Visit to Toronto on Monday, September 20, 1971
by R.N.F. and Marvin Lyons

So that all parties may be informed, I thought it best to prepare
. this memorandum on the meetings which took place in Toronto between Arthur
Buller, Marvin Lyons and myself and Arthur White, Graham Walkey and James
Geddes.

Arthur Buller met Mr. Lyons and me at the airport and showed
us an analysis which he had made of the August production which showed
that approximately 30% of the ores which had been produced were of such
low grade as to be "uneconomical". This matter is of ubtmost importance
o all persons involved as it directly affects the net operating results
of the mine. During the course of our meetings with the Kam-Kotia people,
Graham Walkey also mentioned +this same percentage of uneconomical ore and
completely confirmed Art Buller's analysis. Apparantly Graham Walkey is,
and has been, aware of this and other problems but has not taken steps to
have them rectified, Perhaps this situation is attributable in part to
Walkey's other commitments for Kam-Kotia but does show that changes should
be made in the operation of the mine. The new geologist should also help
in this area. Arthur Buller has written directly to Bill Hogg on this
subject so no further comments will be made in this memorandum as to the
productlon of such uneconomic ores.

Everyone at the meeting agreed that Bill Sharpe would be an
excellent person to evaluate the production “payment held by Burden Investors
Services, Inc., as nominee for itself, W. C. Douglass, R. N. Figueroa and
Helen E. Berger. The portion (approximately 90%) of the production payment
of $500,000 held by Burden Investors Services, Inc. for itself will be
distributed on December 1, 1971 (or on some other date prior to the year
end) to its shareholders. Marvin Lyons believes that a nominee arrangement
can be worked out such that the owner of record can continue to be Burden .
Investors Services, Inc., for all owners of the production payment. Sharpe
should be advised that the value which we wish him to determine is the price
which a buyer would be willing to pay and a seller willing to receive
for this right to receive the income from the property interests. What we
want is a fair market value based upon the '"known", "probable" and

"possible" reserves and production, ete. This evaluation is private and
con?iﬁen%lal and prior to its finalization should be reviewed by us as well
as hy the Kam-Kotia people.

(

The present status of the Silmonac shares, i.e., being in escrow,
and the status of the acquisition of the Carnegie Mill were reviewed and
the general consensus of opinion was to leave these matters in their
present status. The Moneta interests definitely wish to dispose of their
Silmonac shares. Although a valuation committee has been appointed to

“.,._?
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